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CHAPTER 1 

Introduction 

The subject matter discussed in this report was originally pub
lished under the title of "Managing the Farm Supply Business - ten 
areas." After several years of use by extension specialists as well as 
by college-level classroom instructors it became clear that it could be 
effectively applied to other forms of agribusiness as well. Hence, it 
has been revised and issued under its present, broader title. 

The original report was based on an intensive study and assessment 
of management strengths and weaknesses in local farm supply opera
tions. The results of this assessment revealed 23 areas of substantial 
management weakness, of which the 10 most critical were selected 
for particular consideration.1 These are the areas discussed here. 

The material presented is designed primarily for use by teachers. 
Our intention is to provide a general framework to be used by the 
instructor according to the level of sophistication of his audience. 
For those who have had little exposure to any formalized manage
ment training, the maiterial presented here may require considerable 
translation by the instructor. On the other hand, for those who have 
had previous training, additional readings may be appropriate. 
Selected references are provided for this purpose. · 

Standard business terminology is used throughout, and can be 
adapted by the instructor to fit particular needs of groups which may 
be accustomed to different terminology. Furthermore, the instructor 
is expected to allow for differences in objectives which may occur 
between various types of business organizations. 

The subject matter may be considered from several points of view 
- the point of view reflected in this report was derived from the 
senior author's experiences in the management field. R. A. Willson, 
presently Dean of the Banff School of Advanced Management, was 
business administration specialist in Agricultural Extension at the 
University of Minnesota when this material was developed. He for
merly held executive positions at General Foods Corporation and at 
Studebaker Corporation, where he was responsible for business 
planning and development, personnel and public relations, and eco
nomic studies. He is also president of Willson Associates, Inc., Man-

1see Frank J. Smith, Jr., R. A. Willson, et al. The Farm Supply Industry -A Report 
on Opportunities and Problems. University of Minnesota, Agricultural Ex.tension Service 
Special Report No. 15, Chapter 3. October 1965. 

1 



2 Managing the Agribusiness Firm - Ten Areas 

agement Counsel. The junior author, who served as coordinator for 
the overall project from which this material was developed, assisted 
in the process of conceptualization and acted as a sounding board 
and critic for the senior author. · 



CHAPTER 2 

Processes of Management 

Technical knowledge of a business is no longer sufficient prepara
tion for the job of managing it. A manager must be trained in proc
esses of management distinct from his unique knowledge of the 
industry, his company, and his immediate environment if he is to 
make a proper contribution to his organization. Time does not per
mit him to acquire these skills by trial and error. The risk incurred 
by mismanagement is too great to permit dependence on manage
ment by intuition. 

The manager must be willing to continually seek more effective 
ways of getting his job done. He must develop skill in the several 
activities which together may be defined as processes of management. 
But in our contacts with managers of farm supply retail outlets we 
found relatively little interest in this point of view. They appeared 
content to base their efforts on a combination of familiarity with 
the business itself, a measure of seasoned common sense, and personal 
relationship with their customers, directors, and the town fathers. 
Yet they are inevitably engaged in several aspects of managerial 
practice, regardless of the size of the business. 

We have, therefore, selected leadership, organization development, 
delegation, control, and decision making as those processes of man
agement to which the agribusiness manager should give special 
attention. 

Leadership 

Businessmen have finally begun to listen to sociologists, who have 
insisted for some time that leadership is not merely something that 
one does to or for another but that it is a relationship between two 
or more people to which each contributes. Seen in this sense, the 
manager must not think of his leadership exclusively as a function 
of command but as a supportive relationship with his organization. 
It is his primary duty to stimulate and challenge the organization 
and, as a catalyst, to enable the organization to do the best job possi
ble. In short, his role will be chief advisor to the men who report to 
him. 

The logic of this point of view is increasingly apparent as business 
employees become better educated, more sophisticated in their ex
pectations, and more independently mobile. The leader can continue 

J 



4 Managing the Agribusiness Firm - Ten Areas 

to function in his capacity only so long as he satisfies the needs of 
the people reporting to him, or conversely, is in a position to deny 
satisfaction of their requests. The first alternative is usually prefer
able when a choice exists. 

A manager must recognize what is expected of him by his subordi
nates. It is not enough that he carry a title; it is not enough that he 
meet the expeotations of his shareholders or patrons; it is not enough 
that he win ·the confidence of the community or the market he seeks 
to influence. He must also earn the confidence of ·the people he leads. 
Otherwise he is unable to perform his fundamental task as a manager. 

The enterprise he seeks to guide cannot possibly achieve its opti
mum level of operation unless the people involved are committed 
to its purposes. An able leader will identify the central purpose and 
supporting objectives of his organization on a continuing basis, in
suring that everyone is conversant with the organization's goals and 
that each person has a sense of personal commitment to it. This can 
be achieved only by permitting the employees to share to some degree 
in the definition of what is to be under.taken and by showing the 
relevance of the company's success to the employees' own personal 
needs. 

If the leader's primary role is to give direction to the business 
through ar.ticulating what is to be done, then his secondary role is to 
coordinate the human and other resources of the business in such a 
way that specific tasks can be most effectively undertaken. Here he is 
concerned with the precise definition of task, how each task relates 
to another, and how soon each should be completed. 

It has been suggested that the leader is, in effect, the conscience of 
an organization. He must be prepared to set up ·the rules of the game 
and exercise discipline and corrective aotion whenever the objectives 
of the organization appear to be endangered by undesirable conduct 
or attitudes. He must insure that reward is given to persons deserving 
it, not only materially but in terms of personal recognition. Thus 
he constandy encourages conduct that will contribute to the attain
ment of the company's goals. 

Organization Development 
It is axiomatic that a person's efficiency is to a considerable degree 

influenced by the way his work and his relationship to his colleagues 
are organized. Indeed, a strong case can be made for the point of view 
that management receives only as much cooperation as it deserves 
from the way the organization is established. 

Research by the Institute of Social Studies at the Universiity of 
Michigan has provided much evidence of informal organization, 
which seldom compares with the picture we see on an organization 
chart. The manager must be able to identify the informal organiza-
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tion, tihe functions that appear to be centers of influence within it, 
and the nature of ithe leadership provided. He must then be able to 
guide the informal organization to the achievement of the company's 
objectives. This is as important as directing the formal organization. 

Essentially, the task of organization starts with a definition of 
purpose. ·why does this company, department, unit, or function 
exist? What is it uniquely established to do that other units are not 
required to do? What contributions should be expected of it by the 
larger enterprise of which it is a part? Only a£ter the purpose has 
been clearly recognized and understood by members of the company 
and approved by the manager can organization be confidently deter
mined. For example, if the major purpose of the enterprise is to 
sell, primary emphasis within the company must be on the sales 
function, giving it maximum support. To give major power under 
such circumstances to the accounting function or the production 
function would be incompatible wi·th the purpose of the business. 
Conversely, if the primary purpose of the enterprise is to buy, then 
less emphasis should be placed organizationally on sales. It is not 
enough for the manager alone to be aware of this central purpose. 
All members of the organization must understand it so ·that they may 
govern their conduct and their relationships accordingly. 

The purpose of an enterprise should never be regarded as static. 
It must change, however minimally, whenever circumstances within 
the marketplace or the community change. Due to the continuing 
technological revolution, the purpose of a business can"become obso
lete if not updated whenever necessary. What is needed is a periodic 
review by the manager and his people of the validity of the organ
ization's guiding principles. 

Once the purpose has been defined, the manager can proceed to 
describe the tasks required. He must remember that his starting 
point is understanding what tasks are required, not wha:t can be done 
with the people he already has. In short, he must have a conception 
of the ideal organization, and on this basis, make whatever temporary 
concessions or amendments are needed in light of the people and 
skills available to him. Without the ideal organization in mind, he 
cannot guide the selection of new people or the retraining of present 
employees. 

Definition of the individual tasks will not, in itself, suffice. Many 
responsibilities of a company are partially shared by two or more 
people, and it is important to recognize the interrelationship and 
interdependence of various tasks. Whenever there is any overlapping, 
it must be determined beforehand who must be consulted before a 
decision is made, who has authority to make a decision on behalf of 
the company, and who is expected to initiate action. With this inter
relationship clearly defined, persons responsible for the separate 
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tasks can begin to work more effectively together. To rely on their 
goodwill alone is wishful thinking. 

Another governing principle of organization is 1the need for 
making each task as significant as possible in terms of its impact on 
the fortunes of the company. Unless the employee can perceive the 
relevance of his function to the company's benefit, there can be little 
sense of commitment to company purposes. Thus, related respon
sibilities should be grouped as much as possible or centered in one 
individual, depending, of course, on his capacity to cope with the job 
requirements and pressures. The wise manager will give increasing 
responsibility as he gains confidence in the ability of the individual 
to handle it. 

The individual employee is increasingly a decision maker. Once 
given adequate direction, he would prefer to select his own method 
of accomplishing a job, to the degree that managerial discretion per
mits. Thus, it is important that the manager give decision-making 
authority as far down in the organization as possible. As a rule of 
thumb, the right to make a decision ought to be fixed where the 
action takes place, provided knowledge and perspective are adequate. 

In building the organization, the manager should resist the tempta
tion to build symmetrically. There is no particular virtue in the 
aesthetic appearance of an organization. What matters is its effective
ness, comprised of two dimensions - ·the lowest possible cost or 
maximum possible contribution to earnings (whichever criterion 
may apply), and ·the opporitunity for personal fulfillment of the 
persons involved. If ,these two criteria are satisfied, the organization 
is likely to be effective, whether or not it appears balanced in terms 
of numbers of people reporting to individual managers. 

Throughout the development of the organization, it is essential 
that the manager keep in mind that each department, each function, 
and each individual job should have a clearly defined emphasis, a 
central purpose, and that each person should know what is expected 
of the others with whom he is to work. 

Delegation 
While delegation of work is generally acknowledged to be one of 

the manager's main responsibilities, all parties to •the process resist 
it on occasion. The manager may be fearful of losing his personal 
control over work that he wants completed in a particular manner; 
the subordinate may be unenthusiastic about accepting responsibility 
for an assignment in which he is sure the manager will continue to 
involve himself aotively. The manager may be hesitant to entrust 
to a subordinate work that is vital to the company's interests; the 
subordinate may be reluctant to shoulder the responsibility when it 
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is evident that so much depends on his success. The manager may 
feel some anxiety aboUJt acknowledging a subordinate's ability to 
perform an important job, for fear of making himself look super
fluous; the subordinate may have reason to suspect that the manager's 
willingness to reward him for his performance will not equal his 
willingness to let the subordinate assume the risk and in large degree 
the consequences of failure. In short, both the manager and the sub
ordinate may have equivocal feelings about delegation even while 
declaring their unqualified endorsement. 

Perhaps this is nowhere more apparent than in a small business 
where the manager has been responsible for creating the entire 
organization. Having been personally involved in every aspect of the 
company, he finds it difficult to wi.thdraw his active concern. He may 
even be reluctant to ask a subordinate to invest the same kind of 
energy that he himself had earlier committed to the various tasks. 
This combination of need for personal involvement and paternalism 
is difficult to shake loose. 

Yet, as a rule of thumb, the economic performance of an organ
ization is enhanced by insuring that work is done by the lowest paid 
employee capable of doing it to the company's satisfaction. (Obvi
ously, it must also be to the employee's satisfaction if ·the arrange
ment is to be permanent.) Recognition of this economic truth will 
cause the manager to seek opportunities of giving increased respon
sibility to each of his people. In short, he should constantly seek to 
enlarge the task and responsibility of each of those reporting to him. 
He is expected to use judgment in determining how much rein to 
give - and how quickly. 

To assure the manager's satisfaction with 1the performance of a 
delegated task it is necessary that he specify precisely what he wants. 
Both manager and subordinate must understand exactly what is to 
be done. It is not enough for only one of the parties to the bargain to 
have defined his expectations. 

Before the assignment is delegated, however, it is imperative ·that 
the manager explain to his subordinate the frame of reference of the 
job and provide a concept of what is to be accomplished by the man
ager and the company, as well as by the subordinate. With this back
ground, the subordinate can be expected to address himself to the 
task with greater conviction. 

With vision shared and assignment clearly and comprehensively 
described, the manager may 1then consider granting authority. On 
this point, mutual understanding is vital. The subordinate has no 
authority unless he has the clearly specified right to make some com
mitment on behalf of the manager or the company. He must also 
have the right to select his own method of attaining .the end result. 
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To the degree that the subordinate is prevented from making a com
mitment or selecting his own methods, his authority is restricted. 
Since the manager is ultimately accountable, the degree of authority 
he invests in the subordinate is essentially his own risk. It is there
fore desirable that he make sure of both his own and his subordi
nate' s understanding of how much authority is to be exercised. 

Only after extent of authority has been agreed upon can the man
ager deal with the question of responsibility. Seen in proper perspec
tive, responsibility is something that is taken, not given. A sense of 
responsibility is, in effect, a sense of obligation to achieve. This obli
gation cannot be commanded; it must be volunteered. Of course, the 
degree of responsibilirty to be exercised by the subordinate must be 
understood and acknowledged by the manager, but an obligation to 
achieve must be pledged voluntarily by the subordinate. 

One tends to feel an obligation only when the reason for accepting 
it is understood and when the desired goal is compatible with the 
satisfaction of one's own needs. A powerful incentive is the approval 
of one's associates. Thus, the skillful manager will make sure that the 
subordinate understands the degree to which the progress of the 
group and the company depends upon his successful performance. 
For example, if a man knows that an associate cannot start a job on 
time unless his own task is completed by a particular date, this is nor
mally an incentive to deliver on time without need of further 
reminder from the manager. 

In this whole process of delegation the manager has yet one further 
responsibility - to be on hand to receive the completed assignment 
at the time that was specified. Few things are more disillusioning to 
the subordinate than to find that the task on which he has labored 
cannot be turned in on the specified date because the manager is 
unavailable without explanation. There is possibly no other act so 
well calculated to preclude future effective performance. 

Control 

Basically, "control" can be exercised by the manager only after 
reaching agreement with each of his subordinates in sufficiently pre
cise terms to enable either of the parties to know when a good job 
is being done. Par for the course must be determined in advance, not 
after the job is done. The manager must also have a schedule showing 
not only the final completion date but intermediate checkpoint dates. 
Knowledge of intermediate completion points will enable the man
ager to determine whether the job is progressing on schedule and 
whether there is time to make any necessary amendments. 

Control, as James Harrison has pointed out, rests on the manager's 



Processes of Management 9 

a:bility to "keep his hand in." 2 Without giving any impression of 
lack of confidence in the subordinate's ability to deliver on time, but 
rather by emphasizing the importance of the job and his confidence in 
the subordinate's ability to do it, the alert manager will constantly 
reinforce the subordinate's impression that it is imperative to deliver 
according to the agreed schedule. 

In addition to the schedule of dates, there should be benchmarks 
of satisfactory performance so that the manager and the subordinate 
may review and assess attainment at periodic intervals. It should be 
clearly understood by the subordinate that he has an obligation to 
report variances from planned performance. Depending upon the 
style of supervision the manager adopts, he may initiate review or 
this may be left to ,the subordina:te. The healthiest relationship, in 
which both parties acknowledge responsibility to each other, exists 
when either can initiate a review of performance. 

In essence, an atmosphere conducive to control is achieved when 
each subordinate knows that the manager is on the job, is contrib
uting to the success of the operation, and has a personal interest in 
and appreciation of the importance of the subordinate's work, which 
he expresses at frequent intervals. 

Decision Making 
The quality of the manager's decisions is influenced by three con

siderations: (I) his know ledge of the circumstances surrounding the 
question to be resolved, (2) his ability to accurately weigh risks and 
advantages of various alternative solutions, and (3) his ability to an
ticipate the likely future consequences of the decisions he makes 
today. He can improve his skill in each of these three areas if he 
wishes to invest the time and effort. The ability to make sound decis
ions without excessive effort is a priceless attribute. 

A manager's total knowledge alone will not help him to make 
decisions. More important than breadth of knowledge is understand
ing what specific knowledge is relevant to the problem at hand. The 
notion that more knowledge insures greater wisdom in decision 
making is just as untenable as the idea that longer experience leads 
to greater skill in handling a situation. It is the relevance of the 
knowledge, just as it is the quality of experience, that is significant. 
And it is equally important to be aware of what one does not know 
as to be aware of what one does know in making a decision. 

The manager will frequently find it necessary to fill the gaps in 
his knowledge with assumptions. Since these assumptions will be the 
product of his past experience, or colored by his hopes for the future, 

•James Harrison. "How to Stay on Top of the Job." Harvard Business Review, Vol. 
39, No. 6. November-December 1961. p. 100-108. 
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it is essential that he distinguish between fact and assumption in 
making his decision. Peter Drucker suggests that since assumptions 
are inevitably part of any decision, the manager should always ask a 
subordinate to define the assumptions underlying any proposal.8 If 
he has confidence in his subordinate, and if he subsequently learns 
what is fact and what is assumption, he is then in a position to make 
a responsible decision. 

A general observation may be made about what information the 
manager will need in making any decision. Certainly he will want to 
be clear about objectives. It helps to set these down in writing, how
ever informally. He will want to know what company policies are 
affected by or are relevant to ·the decision he is asked to make; he 
must know what resources are available to him in terms of money, 
people, capacity, and skills. He must also know - realistically, ra:ther 
than optimistically - how much time he has to make his decision and 
to implement it. 

For many of the decisions required of him, the manager already 
possesses sufficient knowledge. It is then only a matter of organizing 
the knowledge. But occasionally he is confronted with unprecedented 
circumstances; he is then faced with the necessity of relying upon the 
knowledge of another person in making his judgment, or alternative
ly, if time permits, he can acquaint himself with the new circum
stances and absorb sufficient firsthand knowledge upon which to base 
his decision. The professional manager, incidentally, recognizes that 
when he relies upon another's advice he does not escape responsibil
ity for the quality of the advice offered him. He is still accountable 
for the ultimate decision; he must therefore select his knowledge 
source with care. 

As information on almost any conceivable business topic becomes 
more readily available, the importance of self-discipline in analysis 
becomes critical. The lazy or irresponsible manager who jumps to a 
conclusion on impulse and later rationalizes his decision cannot long 
be tolerated by his company. This is not an argument for delaying 
decisions. It is rather a plea for an orderly examination of one's 
knowledge of a particular situation before any conclusion is reached. 
If there is to be a delay in making the decision, the same disciplined 
approach requires that the delay be made by decision, not by default. 
In other words, what is the delay to accomplish? What is to be done 
during the extra time requested and what is the new proposed time 
limit? 

Achieving ·this discipline is essentially a matter of greater self
awareness. The manager must know his own values and recognize 
that his expectations and hopes, as well as his fears, have a direct in-

"Peter Drucker. Managing for Results. New York: Harper and Row. 1964. p. 16, 220. 
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fluence on the way he perceives the information presented to him. 
He must learn to question the consistency, reliability, and authen
tidty of the information available. 

The manager will never have all the data relevant to a particular 
decision. But he must take time to secure enough and resist making 
a commitment until he is certain his decision is consistent with the 
evidence available. 

Probably the major reason for delay in most decision making is 
uncertainty about future consequences. These must not be ignored 
because, in fact, they are the only criteria of the correctness of a de
cision. The manager will gain confidence by weighing the risk he 
believes might be entailed against the gain he expects to receive. As 
it is unlikely that he can be precise in defining future risks or future 
gains, it is useful to estimate what he thinks is the maximum and 
minimum in each case. Confidence can be enhanced by realistically 
appraising the worst thing that could happen if his decision proves 
incorrect. Similarly, it is useful to define what might be the best 
results he can anticipate. This exercise must be undertaken for each 
of the alternative solutions open to him in reaching his decision, for 
without a choice of solutions he cannot be truly confident of picking 
the best. 

One other observation needs to be made about the process of 
making a decision. Once a manager has committed himself to action 
after gathering knowledge, analyzing it, and anticipating conse
quences, he must be ready to stand by his decision. There is no room 
for subsequent doubt. The decision should be reviewed from time to 
time, not to see if it was right in the first place but rather to amend 
it as necessary if circumstances change. The manager must be flexible 
in this regard. His decision today must never prevent him from re
acting to future circumstances and needs in a different way. But he 
has neither time nor energy to waste in useless regrets respecting the 
original decision. 
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CHAPTER 3 

Manager-Board Relationships 
Our study of the farm supply industry raised questions about the 

effectiveness of the relationship between executives and their boards 
of directors. On the one hand, it is doubtful whether managers know 
the necessary techniques of making effective presentations to the 
boards. On the other hand, there is evidence that directors do not 
know how to discharge their responsibility of giving appropriate 
support and direction to their managers. While this is probably true 
of industry generally, it assumes particular importance in coopera
tives where the manager is under great pressure to recognize the 
wishes of his board, who are the elected delegates of the patron-share
holders. 

Inff.uence of a Board of Directors on the Manager 
A board, either overtly or by the very fact of its existence, can act 

as a restraint on the manager's power. Power is granted only so long 
as it is exercised in the interest of the people influenced by it. The 
board, as social conscience, reminds the manager to keep his power 
service-oriented. This may be particularly true of a cooperative, 
whose patrons tend to be more conscious of the business's original 
purpose than are shareholders of proprietary organizations. 

A board is a source of additional ideas and advice for the manager, 
who can turn more freely to his directors for assistance than he can 
to subordinate members of his own staff who expect him to be in
formed and infallible - or who are sometimes too eager for proof 
that this is not so. The board is generally a better source of support 
than outside advisors because the manager is free to discuss intimate 
details of ·the business with his directors, which he would hesitate to 
reveal to less sympathetic or committed persons. 

If a manager is overcautious, or too daring, or if he tends to be 
overly concerned with the impact of a business decision on his own 
career, the board can exert a steadying influence on him. While it is 
difficult for the manager to look beyond his own term of office, the 
board of directors can supply greater foresight. 

For a manager, the board can represent a major source of praise 
and encouragement during a period when he may fail to get this sup
port from his subordinates. 
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The board can be a reflection of management, a check upon its 
actions, or a source of advice to it - sometimes it combines all three 
functions. The wise manager, therefore, will make it an active ally 
in the management of the business. 

What Might Be Looked for in a Director 

A director may be selected for a variety of reasons. Chief of these 
is his general competence and sound personal judgment. Or he may 
be chosen because of specialized knowledge or skill that can compen
sate for a deficiency in the manager's talents and background. 

Aside from personal qualifications, a director may be selected to 
represent a particular constituency of patrons, shareholders, or trade 
relationships. He may be a sound choice because of the prestige of his 
name and the influence he might have in a lobby. He might open up 
commercial opportunities for the business in becoming identified 
with it and thus implying his endorsement. 

In accepting election or appointment, the director might have a 
financial or personal interest in the business, either as an investor or 
as a major contributor to its sales volume. He would thus welcome 
the opportunity offered him of protecting this interest. Alternatively, 
he may see survival of the business as a challenge to his personal skill. 
He may accept simply because of his friendship with the manager or 
with other members of the board. Or he may accept because of the 
honor involved, perceiving it to be somewhat like gaining "academic 
distinction" within the business field. If this is the case, his accep
tance may be most unfortunate. 

A healthy exercise for any prospective member of a board is to 
consider the reasons for his election or appointment and on this basis 
decide if he can meet the company's expectations. He might also ask 
himself if he can enter into a positive relationship with the manager 
that will let them both make the utmost contributions to the 
business. 

In proprietary business, boards of directors frequently include, 
along with persons chosen from outside the company, senior man
agers selected from within the firm because of their judgment and 
experience. Sometimes a board may be comprised exclusively of 
"inside" or "outside" directors. Those preferring inside directors cite 
the advantages of familiarity with the business, personal concern for 
profitable management, and ready availability of prospective ap
pointees. It must be recognized, however, that an inside director who 
is also a manager may be less disposed to challenge the opinions or 
decisions of the general manager or chief executive. Furthermore, he 
may be overanxious to win the approval of his associates and this 
attitude might influence his judgment during board meetings. 
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Those preferring outside directors observe that they bring to the 
company a fresh viewpoint uninfluenced by knowledge of existing 
procedures. They are thus likely to be more objective when review
ing the recommendations of the general manager. It is argued too 
that an outside director counterbalances his lack of involvement in 
the business's day-to-day affairs wirth his wider range of experience 
and less biased judgment of its operations. 

For most cooperatives the question is, in a sense, academic. Direc
tors are "outside" persons elected by the patrons. But whether the 
director is selected because of his close familiarity with the business 
or for the objective judgment he can bring to it, he can only be useful 
to the extent that he is willing to become committed to the com
pany's survival. 

The Benefits Accruing from a Board 

Perhaps first in importance, a board's existence conveys a sense 
of confidence to the investing public and/or the membership, who 
are reassured by the knowledge that men of experience and ability 
are directing their company. 

A board can also provide a sense of detachment from immediate 
operating anxieties. A current crisis should not influence the board's 
judgment to the same degree as it may influence the manager's. 

By remaining informed about its goals and its performance, a 
board can keep a company stll!ble during a period of recession or even 
of crisis. There are many examples of such service rendered to small 
businesses at times of sudden illness or death of the manager, or when 
a major error by the management threatens the survival of the enter
prise. 

In favorable times, the board can help to keep the company in 
tune with public sentiment, reminding the manager of the necessity 
of maintaining community favor when his very success may tempt 
him to become more authoritative and perhaps less sensitive. 

Here again, such benefits will accrue from the existence of the 
board only if its members are willing to be involved and are kept 
sufficiently informed by an alert manager. 

Customary Duties 

A board of directors will, typically, be assigned certain official 
duties by the company members or stockholders. These duties in
clude overseeing amendments to the company's charter, formation or 
change of bylaws, election of officers, and other responsibilities of a 
quasi-legal nature. 

But many duties, though not always assigned, should be assumed 
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by directors who are serious about their contribution to the business. 
Included are the following: 

1. Declare dividends or patronage refunds. 
2. Effect mergers. 
3. Sell or purchase assets. 
4. Guarantee wise stewardship of invested capital. 
5. Seek to perpetuate the company's life economically and politi

cally. 
6. Ensure an adequate return to the owners or patrons of the busi

ness, not only in the immediate fiscal year but over a period of time. 
7. Provide competent management for the business. 
8. Interpret the business favorably to the public, having in mind 

the necessity of public and legislative support. 
9. Report on the company's progress to members and shareholders. 

10. Judge the adequacy of the company's objectives at frequent 
intervals, and counsel the manager regarding changes or amplifica
tion. 

11. Provide adequate executive compensation plans, including 
senior management incentives and fringe benefits. 

12. Give advice on diversification and expansion of the business. 
If the members of the board undertake all these duties, their func

tion as directors is raised to a level of greater operational activity ·than 
is implied by simple attendance of board meetings. Board members 
and the manager should recognize, however, where director advice 
ends and managerial accountability begins. 

How the Board Operates 

To be effective, a board must have complete freedom to criticize 
any part of the business without fear. Members must be encouraged 
to exercise judgment independently of each other and of the man
ager, in order to contribute their best advice. 

It is essential that a board understand the key elements that add 
up to the success of the enterprise and be closely acquainted with the 
current and forecast progress of the business in respect to each of 
these elements. Board members should be familiar with the com
pany's purpose, its history, the market in which it is entered and the 
share of this market it enjoys, the strength of competition, the degree 
of obsolescence of physical assets, the sales volume of each product or 
service, the current value of financial assets, and the long-term objec
tives of ·the business. The board should also have an opportunity to 
review periodically the company's earnings, the soundness of its 
organization, and the ability of the employees to meet current and 
future challenges. 

The quality of the board's recommendations depends to a great 
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e:x:tent on the quality of the information provided its members. This 
is a major responsibility for the manager, but at the same time, it 
is incumbent upon the board members to know how to elicit infor
mation. They must gauge the effectiveness of the management even 
though they may not know how to manage the business themselves. 
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CHAPTER4 

Creativity 

While in the course of our study we gained an overall impression 
that managers of farm supply businesses are intuitively familiar with 
their operations, we seldom encountered genuine curiosity about the 
enterprise. We seldom came across evidence of probing for new ways 
of doing business at the local level, although this was encountered at 
the corporate or regional cooperative management level. Greater in
novation at the local level would result in healthier competitive 
activity than that which depends exclusively on price considera
tions. In all fairness, it must be recognized that top business execu
tives throughout America acknowledge creative imagination to be 
the lifeblood of business, but that creative talent is not abundant. 

Pressures for Creative Thinking 

The growing recognition of the need for creative thinking is evi
denced by bigger budgets and more management time allocated to 
research and development in businesses of every size. Perhaps ,of even 
greater significance is tthe growing consensus of top management that 
the professional manager must himself be a creative and innovative 
person; that he must have a healthy dissatisfaction with existing cir
cumstances as well as an insatiable curiosity about how everything 
can be done better. 

The manager finds himself increasingly squeezed between two 
types of economic pressure. The amount of capital he must invest 
to get into or support almost any kind of business is increasing 
steadily. On the other hand, the time available to him for recovering 
his investment before some new invention renders the process, the 
plant, or the product obsolete, is shrinking rapidly. The life expect
ancy of services or products is significantly shorter than it was a few 
years ago and the proliferation of new products in all industries is 
proof :that the pace is not slowing down. In effect, the manager must 
be constantly alert to render his own business processes obsolete be
fore his competitor can do so, and he has the added urgency of a 
sizable investment at stake. 

Another reason for the need for creativity is that competition is 
becoming worldwide. The extension of trade agreements between 
the United States and other countries to cover an ever wider range 
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of goods and services puts even the small businessman in world com
petition. At home, companies are turning away from their traditional 
business areas to seek out profit opportunities in other fields for 
which they believe they have technical skills or unique strength. 
Lacking any certain knowledge of where the next competitor may be 
coming from, the manager must be flexible and receptive to new 
ideas if his business is to flourish. 

A third reason necessitating managerial creativity is the growing 
complexity of the managerial job. Vastly more information is now 
needed to support a decision, but only the manager who knows how to 
use new sources of information can cope with this pressure. Increas
ingly, he must learn the language of mathematics; he must learn 
to anticipate the shape of future events; he must concern himself 
constantly with new sources of information. Thus, as the job be
comes more complex, he must inevitably become more creative. 

The fourth reason derives from changes in our society. Work has 
traditionally been a source of satisfaction to most Americans. But as 
technological progress steadily shortens the work week, it is highly 
likely that each individual will seek alternative work satisfaction by 
participating more fully in the affairs of the business which employs 
him. What he fails to gain in quantity, he will seek to compensate for 
in quality. The manager will have to create new methods of organiza
tion to accommodate this need to participate, or better, to utilize it 
to the advantage of the company. 

These are but four reasons supporting the contention that the 
manager must increasingly think in terms of creating rather than 
reacting, in terms of innovating rather than protecting. 

The Creative Environment 

A wise manager will seek to stimulate and reinforce creativity in 
his organization. It may develop spontaneously within the company, 
but it will survive only if the manager provides the climate for it. 
Essentially, the organization will take its cue for creativity from the 
manager. In turn, the attitude of the manager is influenced by his 
board of directors, if he has one. Much of what is said below, there
fore, applies to the board as well. 

The most important creative attribute is a "spirit of inquiry" - a 
restless curiosity about one's environment, a willingness to look for 
other ways of doing things, an inclination to regard problems as 
opportunities for change and progress. The manager should ask him
self whether he is encouraging such attitudes in his subordinates. 
One is sometimes inclined to regard the person who brings a prob
lem to light as having had something to do with causing the problem 
in the first place. Such suspicion voiced by a manager is hardly likely 
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to encourage the subordinate to identify problems. It is also frequent
ly felt that suggestions for change only distract attention from those 
things which must be dealt with today. Many managers deliberately 
avoid subordinates who challenge them with such "distractions"; 
some subordinates soon learn to restrain their aggressive curiosity 
about improvements. 

To create a climate conducive to innovation, some managers have 
adopted the practice of calling their key people together periodically 
for the sole purpose of suggesting and examining new ideas. Nothing 
else is permitted on the agenda. 

The second characteristic which needs encouragement is an abil
ity to redefine business aims and objectives. There is absolutely no 
room for "immutable policies" or any other sacred cows in a com
pany determined not to become obsolete. Unquestionably, a clearly 
written definition of standard practices that should be followed in 
recurring situations will save much time, particularly where con
sistency of action is desired; but it can also prevent flexibility. Any 
standard practice should be reviewed and criticized at intervals with 
the intention of improving it. Even the company's goals require peri
odic reexamination if they are to remain in tune with changing cir
cumstances. Here again, the manager can set an example for the 
whole organization by encouraging such reviews, by refraining from 
rationalizing that "it's company policy," and by insisting upon regu
lar updating of all guidelines by which the company operates. Every
one in the organization should be encouraged to understand this 
attitude and to participate in the constant search for improvement. 

The third valuable characteristic is the ability to hypothesize. In 
addition to the time-honored questions how, why, and when, the 
manager must learn to ask "wha:t if?" 

It appears that a person's creative capacity is enhanced by encour
aging him to consider what course of action he would pursue if exist
ing circumstances were to be changed. This exercise develops the 
imagination, which is a major component of successful planning for 
the future. Rather than be impatient with such "hypothetical" think
ing, a manager should encourage it among his people. 

Unfortunately, one characteristic of a successful manager - the 
ability to make a decision quickly- can also be a major influence 
in discouraging creativity. Many managers take pride in the speed 
with which they dispose of "obvious" matters. To the degree that 
the manager believes that things are "obvious" and ·that only a fool 
would take time to consider any course of action other than the one 
"obviously" prescribed by the circumstances, he will quite effective
ly discourage active curiosity by his subordinates. He must train him
self to withhold judgment while he gathers evidence, and encourage 
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his people to do the same. While he cannot command them to be 
creative, he can insist that they describe their problems in greater 
detail before judgment is passed. In so doing, he will indirectly 
encourage a creative climate. 

The lack of success of suggestion plans in many companies is often 
an indication of lack of interest on the part of employees. If em
ployees perceive that a suggestion plan - or any other mechanism for 
collecting their ideas - is designed for "letting off steam," or merely 
pays lip service to good employee relations, they are not likely to sup
port it. By contrast, if a manager advises his employees of the prob
lems to be solved and encourages them to share their ideas, he will 
find a tremendous increase in enthusiasm and participation. In 
essence, the capacity of an organization to create new ideas is a direct 
reflection of the manager's encouragement of such conduct. 
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CHAPTER 5 

Making the Most Effective Use of Time 
We gained an overall impression that managers of farm supply 

retail outlets are constantly pressed for time as they respond to de
mands from employees, customers - some of whom have come from 
a di.sitance - supplier representatives, specialists from central manage
ment headquarters, and, in the case of some cooperatives, members 
of the local board of directors. Generally, it appears that the manager 
copes with this pressure by working harder or faster. We believe that 
it would be useful for him to consider some of the methods by which 
he could make more effective use of his time. 

Planning the Effective Use of Time 
First, one must determine in advance what is to be accomplished 

within a given period of time. This is true in developing long-range 
plans for the business; it is equally true in determining the use of 
one's time on a daily basis. At the beginning of each day, the manager 
should take stock of the demands on his time that he can anticipate. 
The exercise is more meaningful if he asks his secretary or assistant to 
share in the "inventory." Having listed the several activities which he 
must complete by the end of the day, he should then make a realistic 
appraisal of how much time each of the activities will require. If the 
sum total of the time needed exceeds what is available, the manager 
can follow one of two courses. Less time may be allotted to each 
activity than was originally thought necessary, or some activity must 
be dropped from the list. A bonus of the exercise is the decision not 
to do some things, aside from the determination of what is to be 
done. 

Failure to make such an agenda contributes substantially to the 
accumulation of wasted hours. The manager is acutely conscious of 
this waste. His reluctance to leave his desk or shop increases with his 
awareness that he has accomplished less than he had hoped. Hence 
the first rule - to set up at the beginning of each day a list of things 
to be done and a schedule for doing them. 

Of course, it seldom happens that a manager's own wishes are the 
sole determinant of how he spends his time. There will be unpre
dicted demands by customers or organization seniors who are not to 
be turned away. Hence, it is useful to rank the list of activities in 
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order of importance. If the manager discovers that, for reasons be
yond his control, the time he thought available has now shrunk, he 
can adjust his agenda by postponing enough lower priority activities 
to compensate for the time taken away from him. If the activities on 
his schedule cannot be postponed, he will, of course, elect to extend 
his working hours. 

The fact that a manager can expect interruptions raises the need 
for a second rule. Typically, he will decline to be interrupted by a 
telephone call or by a visitor if he already has someone with him in 
the office. But if a similar call for attention comes to him at a time 
when he has no visitors, he will usually admit that he is free to talk. 
The implication is that a visitor's time is sacred but his own time is 
expendable. While this is a courteous attitude, it is not calculated to 
make the most effective use of the manager's time. 

The manager should determine in advance .the circumstances 
under which he will accept interruption, advise his assistants accord
ingly, and block out on his calendar those times of the day that he 
will be just as "busy" as though he had someone with him. If he 
permits his secretary or assistant to be party to this planning, they 
will help to protect him from interruptions. 

A third rule for improvement in the use of time is to reach a clear 
understanding with subordinates concerning their freedom to take 
action without further consultation. Such an understanding tends to 
cut down significantly the number of annoyingly unproductive inter
ruptions to which a manager is subjected during a day. An original 
investment of time is needed to reach agreement but the payoff is 
satisfying. There is also the bonus of increased confidence and sense 
of responsibility that the subordinate gains in the process. 

A fourth rule calls for the exercise of economy. The manager 
should reserve for himself only those duties that cannot be done 
acceptably by someone else at a lower rate of pay. Thus, he will con
stantly seek to delegate to others an ever-increasing share of his re
sponsibilities, guided by the premise that the person whose time is 
most expensive should be preoccupied with those activities from 
which the return is greatest, or in which the risk is most formidable. 
To follow this rule, a periodic review of what one does as a manager 
is essential. The discovery of what can be delegated is a continuing 
process. 

A helpful exercise in determining what may be delegated is to 
analyze a manager's job content under three headings. For a period 
of a few days he can classify each major activity under one of three 
headings - "must do," "should do," and "like to do." If the manager 
has absolutely no alternative but to perform an activity now, then it 
belongs in the "must do" column. If it is a matter of indifference 
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whether the activity be performed at the time chosen, then it belongs 
in the "like to do" column. If the majority of a manager's activities 
are in the "like to do" column, it is probable that he is not being 
objective and that some of these activities can be delegated. Alterna
tively, if most of his activities fall in the "must do" column, there 
is serious doubt about his effectiveness in allocating tasks. He must 
delegate some of these activities if the business is to survive. If the 
majority of his work falls in the "should do" column, free from any 
sense of emergency but genuinely needed at the time performed, 
the manager may rightly feel he is in control of his time. 

A fifth rule is to concentrate upon one project to conclusion. The 
more dedicated the manager, the more likely he is to undertake more 
activities than he has either time or competence to bring off success
fully. In juggling too many demands for his attention, he frustrates 
the assistants awaiting his direction, and his personal effectiveness 
diminishes. The ability to select from among all of the demands for 
one's attention that which is of paramount importance and complete 
the chosen task while resisting the temptation to explore other inter
esting byways, is of major importance to the manager who wants to 
be effective. 

The sixth rule is related to the discipline of concentration. To 
make most effective use of time a manager must learn to suspect and, 
wherever possible, avoid impulsive action. This is not to say that he 
should deny those moments of quick recognition of a prime oppor
tunity, or a sudden spontaneous insight which breaks the back of a 
problem; but he must learn to resist the impulse to move off in a 
new direction not previously intended. A balance between spon
taneity and planning can be reached. Impulsive action with no 
thought to its effect on all the other duties a manager must perform 
is one of the most significant wastes of a manager's time. If he faces 
a multitude of demands for service, he is all the more likely to lose 
effectiveness in this manner. 

The seventh rule is to develop standards for one's own perform
ance as well as for subordinates. No recovery can be made of time 
spent in pursuing an activity beyond its point of usefulness or in 
building quality into a product or service in excess of the con
sumer's willingness to buy. Yet the conscientious manager will fre
quently insist upon performance for himself and for his subordi
nates at a level beyond what is needed, simply because no satisfactory 
standards of performance have been determined. This is a waste of 
time the company cannot afford. 

Akin to the lack of standards is the lack of a plan for guiding one's 
work. The eighth rule is that a plan is essential. A few minutes spent 
in developing a model - even if only in one's mind - of what a job 
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should look like when it is completed will save hours of subsequent 
amendments. There is little satisfaction in plunging into activity 
only to discover later that it is for the wrong cause. Most effective 
managers will concede that it is better to do the right thing, even if 
sloppily, than to do the wrong thing expertly. In those companies 
whose organization permits more sophisticated approaches, opera
tions researchers can help the manager build a model of the proposed 
activity and forecast the result of what he proposes to do. But even 
a one-man shop will invest time more wisely if the desired end result 
is clearly in mind. 

The ninth rule is that decisions should be confirmed in writing. 
This discipline not only serves to articulate more clearly in one's own 
mind what is to be done, but it helps to insure that the organization 
will meet the manager's expectations. It takes time to confirm a deci
sion in writing, but it will later save many hours of rehashing the 
circumstances and the decision. Putting the decision in writing does 
not preclude misunderstanding, but it does tend to cut down time 
spent in recurring discussions of the same situation. 

The tenth rule is to resist the temptation to accept and accumu
late information that is not actually useful. The manager may pro
tect himself from this temptation by accepting or seeking only that 
information that he needs for making a decision. If this rule alone 
could be adopted throughout a company, an astonishing amount of 
time and energy would be saved. Briefcases would go home less often 
and considerable filing space would be freed. 

Another drain on a manager's time is the growing tendency to 
call lengthy meetings at the slightest provocation. The larger the 
company, the more prone management is to indulge in this behavior. 
Meetings can be extremely useful in bringing fresh evidence to bear 
on a decision that has to be made, but unless the purpose of the 
meeting is clearly understood by those participating it can frequently 
be a waste of time. A manager should insist upon an agenda and a 
definition of the desired end result, as a precondition of his attend
ance at a meeting. It is helpful also to have those attending agree 
upon the time which will be spent, subject to amendment by deci
sion - not by default - if it seems useful to extend the meeting 
further than originally intended. 

The final rule applies to personal behavior and might well be 
considered in social situations as well as in business. If the manager 
wants to improve his use of time, he should invest more time than he 
is normally inclined to do in listening to the advice and ideas of 
members of his organization. His people can give him information 
quickly, once they are convinced that he values it, and can inform 
him of developments and opportunities within the business that 
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would take him endless time to learn of otherwise. The art of asking 
questions, as recommended by Socrates, is still applicable in the man
agement world today, but it is insufficiently practiced by the average 
manager. 

To these general rules may be added at least an equal number of 
personal methods that the individual manager may develop for him
self. The reward of more time will accrue to the manager who im
proves his use of available hours and is determined to get from his 
time investment the greatest possible return. 
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CHAPTER 6 

Planning for the Agribusiness Firm 
Throughout our study of the farm supply industry we saw dis

tressingly little evidence of planning beyond the activities in which 
the manager was immediately involved, particularly at the retail 
level. Larger regional companies involved in manufacturing and dis
tribution tend to plan for the results expected from capital expendi
tures, although even here the planning process is not clearly worked 
out in most cases. This is considered by consultants and teachers close 
to the industry to be the most serious managerial failing. 

The Case for Planning 
The unique responsibility of the senior manager is to make deci

sions affecting the company's future. Obviously, some forecast is 
necessary, for the manager cannot assume that present circumstances 
will continue. The smaller the enterprise, the more serious the danger 
may be. Too often, managers of small and medium-sized companies 
are so concerned with decisions of the moment that they do not take 
time to consider what the company will be doing 5 years from now. 
But ·these short-term decisions have long-term implications, and in 
many cases are more critical for smaller firms than for larger ones 
because the impact of a costly error is greater on a small firm. 

Interest in planning is much in evidence. Few influential business 
papers fail to stress it. Surveys among chief executives show that 
planning is one of their prime functions. Leading management edu
cators are insisting that the executive accept an ever larger responsi
bility in innovating, planning, and other "creative" functions. The 
number of seminars in long-range planning and forecasting offered 
by the professional management associations and major schools of 
business administration reflects the widespread concern for acquiring 
understanding and skill in this responsibility. Even in company 
slogans one can see evidence of the trend. For example, "Progress Is 
Our Most Important Product" or "Watch Pillsbury Pioneer" - these 
and others are intended to give an impression of a company's forward
looking attitude. 

There are several reasons for this preoccupation with planning. 
We can recognize an astonishing acceleration in the rate of change 
in products and services offered and in methods of producing and 
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distributing them. We see steadily larger capital investments needed 
to initiate and maintain businesses, coupled with the pressure of 
diminishing time to recover these investments before new inventions 
render them obsolete. Increased competition necessitates an urgent 
search for better internal performance. And there is the sometimes 
frustrating realization that the manager lives increasingly in a gold
fish bowl, subject to the scrutiny - and criticism - of the govern
ment, his employees, and the public generally. How each of these 
pressures helps to create the need for planning is examined below. 
Rapidity of Change 

It may be observed that the percentage of revenues derived from 
products introduced by a company within the last 5 or 10 years fre
quently exceeds the contribution made by products offered by the 
same company for many years previously. A company's ability to 
compete appears to rest increasingly upon the introduction of new 
products and services, and as a result, research people are being 
brought into senior management ranks. With a greater component 
of the management team predisposed to innovate and challenge 
existing methods and processes, the trend toward offering new prod
ucts to capture an increasing proportion of the market appears to 
be accelerating. 

The consumer, with more money to spend, is more interested in 
trying the "new improved model" or the interesting substitute for a 
familiar purchase. And his demand for ever speedier service is caus
ing managers to devise new distribution methods and processing and 
packaging techniques to retain customer loyalty. 

Every manager, regardless of his particular function, recognizes 
this pressure for change. Personnel executives acknowledge a switch 
from their former preoccupation with selection of "good" people to 
the development of the total organization within which they must 
work - development of an organization capable of attaining the goals 
the company has set. Purchasing executives are stepping up their 
search for new materials to substitute for those now used. Engineers 
are devising ever faster processing methods, made feasible by the 
advent of the computer and automatic control devices. 

The rapidity of change in management styles, organization theories, 
and marketing methods, in addition to the technological and engi
neering changes announced regularly in every new business periodi
cal, require changes in management behavior. Facts, not hunches, will 
underlie decision making; mathematical analysis, not intuition, 
will govern problem solving; the growth and progress of a company 
will be secured by the soundness of its organization and its plans 
rather than by personal genius. The race will go to organizations 
able to anticipate and cope with change. In short, there is inescapable 
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necessity for the manager to plan ahead. Changes are occurring too 
rapidly for him to rely exclusively upon his reflexes, however sharp 
they maybe. 

A retailer of agricultural supplies, for example, can be sure that 
his customers will be fickle unless he seeks out new methods of 
satisfying their needs. He must not allow present success to deter him 
from improving what he has to sell and how he sells it. And, pre
cisely because he knows that his product or service will have a short 
competitive life, he must plan his next offering while his present 
sales promotion is still in effect. 
Bigger Investment - Shorter Paybacks 

While personal salesmanship may still play a part in winning trade 
acceptance for new products, most companies now allocate time and 
money for estimating the demand for a new product or service long 
before the decision is made to commit the company to its distribu
tion. In test markets carefully selected to be representative of the 
company's total market, the reactions of trade and consumer are 
evaluated and the impact upon the company's funds, production 
capacity, and human resources is carefully documented before the 
"g0-no go" decision is made. And while the degree of caution is 
generally a function of the size of the company, small organizations, 
too, are looking long before they leap. 

This is not a matter of fearfulness. Good business ideas travel 
quickly. The wise manager recognizes that his product or service 
must be truly unique in satisfying consumer needs if it is to survive 
the challenge of a competitor who will immediately follow him into 
the marketplace. 

This is particularly true among farm supply retailers. Price con
cessions alone do not guarantee customer loyalty, for this may be the 
strategy most easily copied by a competitor. But careful planning of 
the superior difference between one's own offering and that of the 
competitor is harder to counteract. 

Adding to the pressure is the amount of capital required to get 
into or stay in almost any business. Henry Ford's $so,ooo investment 
in his Model-T engine was unchallenged seriously for many years. 
What a contrast with the short competitive life of a jet engine whose 
introduction requires an investment of millions! While the hammer 
and saw may still be the trademark of the housebuilder, the financial 
investment he must make today in order to compete bears no rela
tionship to the dollar risk he incurred just a few years ago. New 
methods and materials and the growing size of investment combine 
to press the manager in a vise from which forward planning offers 
the only escape. 
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Tighter Competition 
The luxury of knowing one's competition made life a little easier 

for the business manager a few years ago. He knew roughly what 
to expect by way of challenge for his customers' favor. Most com
panies tended to operate locally or regionally and they knew the 
capacities, even the intent, of their competitors. But improved com
munications, distribution, and travel facilities have combined to 
open the markets of the nation and of the world to any company with 
the resourcefulness and energy to exploit them. No longer is there 
any sure way of anticipating competition. Today's customers or sup
pliers may be tomorrow's competitors. Even more challenging may 
be the decision of a giant company previously uninterested in a 
particular industry to enter with a brand new competing product 
that it either developed or acquired. 

The manager cannot preclude the likelihood of the unexpected 
competitive threat. But he can identify and strengthen the unique
ness of his own offering, analyze and trim all superfluous expense, 
and generally maintain his ability to compete at as high a level as 
possible. He can update his assessment of the likely result of today's 
activities, tempered by an appreciation of his vulnerability. This 
requires planning. There is no alternative. 

Scrutiny of Management Function 

The concept of a manager as a command figure is rapidly losing 
credence. Increasingly, the chief executive is seen as the number one 
advisor to his subordinate staff. Better trained personnel and im
proved communications prevent a manager from hiding behind a 
facade of authority. He is judged on his ability to identify, support, 
and direct what his people can do for the organization. 

Pressure for such increased sensitivity does not come only from 
employees. The community generally expects the manager, because 
of his business knowledge, to be the administrative expert in all kinds 
of community service ventures. A watchful government at both state 
and federal levels gives him guidelines and ask him for an account 
of his activities. 

Thus, instead of being a law unto himself, the manager is forced 
to anticipate the impact of much of his work upon a growing number 
of people. Foresight is the essence of planning. It is a faculty the 
manager is forced to develop. 

Reasons for Resistance to Planning 

In face of the evidence that a business manager must plan, why do 
so many resist the concept? Why is it that so many think of planning 
as something to be done, if at all, in one's spare time as a kind of 
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intermission in the normal conduct of the business? There are a 
number of likely reasons, some deeply rooted in our individual be
havior. Three are particularly worthy of comment. 

First, there is a fear of restricting one's freedom by "making plans." 
One of the main reasons managers do not like to put policies into 
writing is ·that they may be held to them. One hesitates to become 
committed to a long-range plan for fear of it becoming inflexible -
a kind of mortgage upon the future. The existing circumstances 
under which the plan is conceived may change - and likely will. 
Indeed, the argument is heard that a manager who is not committed 
to a plan will be better able to take advantage of opportunities which 
may come along unexpectedly. But which opportunities? All of them? 
Does he have unlimited resources with which he can seize all the 
opportunities presented? Faced with several choices for which he has 
no consistent measuring device, is he not in danger of an even graver 
paralysis - missing most of his opportunities because he can't decide 
among them? 

Even if a case could be made for the intuitive skill with which an 
effective manager may sometimes seize an opportunity, what of sud
denly appearing problems? Should a business change course each 
time it is challenged or invited to do so? Lacking a plan which antici
pates such challenges, this is precisely what happens in many organ
izations. The business bounces from one crisis decision or "last chance 
opportunity" to another. 

The desire to remain flexible, and not too firmly committed, is 
understandable. Thus, one can take full advantage of a sudden 
bonanza. When this flexibility is defined as ability to adjust to 
changing circumstances, it is a desirable management trait. But flexi
bility is not in any sense negated by sound planning. The wise man
ager assumes that conditions will change and thus his plans must be 
continuously reviewed and updated. If objectives are clearly under
stood, there need be no hesitation in changing the means of attaining 
them or even redefining them as new opportunities and new chal
lenges present themselves. Rather than limiting the ability to change, 
a plan lets the manager change his mind confidently, for he knows 
what course he is changing from. 

A second, more subtle, reason for resistance to planning may be 
found in the traditional image of the business executive. This is the 
man of crisp decision, a command figure "who gets things done," who 
quickly discards irrelevant evidence to get to the heart of a problem, 
and springs into action with a solution. Such a picture is hardly 
compatible with thoughtful, methodical contemplation of the risks 
involved. Faced with a choice, the average business manager would 
far rather be considered a "doer" than a "planner." While he con-
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cedes the necessity of doing some planning, he views it as an inter
mission in his real task, almost a conflict of interest with normal 
duties. He would prefer to talk with a customer rather than spend 
the same time planning how he should best talk with customers 
generally. 

Some managers think of planning as "blue sky" or "brainstorm" 
activity that concerns itself with what else the business might be -
a kind of daydream of what might be wished for. But planning must 
not be restricted to hypothetical cases. Indeed, this is not where it 
begins. The prudent planner starts not with what the business might 
be, but rather, where it is now. He includes in his planning a proce
dure for moving the business from its present circumstances to the 
desired future, stated in operational terms. 

Planning is not an intermission. Nor is it for someone else to do. 
It is part of the normal responsibility of every manager. 

When an executive is promoted or otherwise rewarded for what he 
"gets done," without assessment of the quality of his concepts and 
plans, or when the responsibility of planning is assigned as the exclu
sive function of a staff or service manager, such company policy 
confirms the executive's perception of a dichotomy of interest be
tween doing and planning. What must be recognized is that the 
company's business- or even a single task-will be accomplished 
more speedily and decisively, with less waste and better results, if it 
is conducted within the framework of a guiding plan. The man who 
knows where he is going arrives there much faster. 

It will take time and further demonstration to overcome executive 
reluctance to be seen as "planners." But an increasing number of 
managers are concerning themselves with the quality and resource
fulness of their plans as well as their skill in discharging them. They 
realize that planning and effective activity are two sides of the same 
coin. 

A third reason for resistance is that planning is hard work. To 
think in terms of concepts and programs requires intense concentra
tion and the difficult discipline of withholding judgment while evi
dence is gathered. It may be true that some managers go on gathering 
evidence past the point when a decision should be made, but it is 
equally true that some managers make assumptions early in an 
analysis and make an unsupported decision because it "feels right." 

Faced with deadlines, the executive normally feels better if he 
plunges into action. It requires considerable self-discipline to spend 
time appraising a situation and making plans before taking action. 
This self-discipline is not easy, but the reward to the manager who 
achieves it is considerable. Intimate understanding of his business, 
gained by withdrawing long enough from operating pressures to 



Planning for the Agribusiness Firm 35 

think about the enterprise in toto, will give him fresh confidence. 
Having identified what needs to be done through such an appraisal, 
he will find himself able to reject irrelevant demands on his time 
and to discharge his operating duties much more speedily and satis
factorily. 

These arguments are not new to prudent persons in all walks of 
life. The farmer's activities today are predicated on the assumption 
of a desired result tomorrow. Preparation, seeding, and cultivation 
must precede the harvest. Crop rotation is based upon concern for 
shepherding one's resources for maximum long-term benefit- pre
cisely what is advocated for management. Teachers have their eye 
on the end product, a graduating student, as they plan the content 
and sequence of their lectures. Doctors plead the advantages of pre
ventive medicine, of protecting future health by our actions today. 
And the manager of the smallest successful business knows that his 
success is related to his ability to anticipate and be ready for opportu
nities as well as to correct what may go wrong. 

The function of planning should not be regarded as the preroga
tive of big business. Naturally, there will be more sophistication in 
the design and the supporting research of plans made by a major 
organization. Its size makes possible the allocation of specially trained 
personnel to gather and analyze information. But size of business 
does not alter the need for planning. What is basically needed, and 
what is possible for a manager of even the smallest company to 
achieve, is an understanding that what is done today determines to a 
considerable degree what is likely to happen tomorrow. And the 
more precise the manager is in his definition of tomorrow's goals, the 
more efficient he can be today. This is the essence of planning. Skill 
in its exercise comes instinctively to some managers of both large and 
small businesses. But it must be practiced to be effective, and there 
are some basic routines which may be followed to insure a return 
for the effort. 

The Process of Planning 

Briefly, planning for a business involves three appraisals: where 
the business is now, where the manager wants it to be, and how to 
get there. The action-oriented manager will want to add an amend
ment to the third appraisal - how soon to get there. 

No useful end is served in imagining what the business might be
come without an objective evaluation of its present circumstances. 
Optimism will not compensate for an unrealistic or irresponsible 
appraisal of where the business is now. When planning starts with 
the crystal ball, the temptation is strong to find support for our 
wishes in a happy, self-deluding rationalization of the present state 
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of affairs. 
Planning for the future must start with the premise that the de

sired results are already shaped by today's actions. What we are con
cerned with, then, is a careful determination of the direction in 
which our business is presently moving before we decide what we 
want to make happen in the future. 
Company Purpose 

The starting point is a definition or restatement of the company's 
purpose. Characteristically, the founders of a firm have a fairly clear 
purpose in mind which they share initially with ·those invited to join. 
But as the business grows larger or older, the vision of what was 
intended grows obscure. A steadily decreasing percentage of em
ployees and/or members understand it or have ever heard it dis
cussed. Even the founders may lose sight of the purpose, as will the 
manager as he becomes increasingly preoccupied with activity and 
method. 

If planning is intended to beget results, it is essential that all the 
people responsible for achievement share a common perspective of 
the purpose of the enterprise. Yet one need only ask, first the man
ager, then, at random, any two or three persons in the organization, 
to gain an impression of a wide range of understanding of what the 
company is really trying to accomplish. Even when clarified, the 
vision must have the dust of procedure cleaned away for fresh appre
ciation. What was considered possible yesterday may no longer be 
reasonable; and a purpose which would not have been appropriate 
yesterday may now be desirable. 

It is not enough for the manager alone to review and update the 
company's goals. The board of directors and other key persons in the 
company must be invited periodically - and at least annually - to 
consider with the senior manager why the company exists. If there is 
no common understanding of fundamental purpose among those 
most influential in the company's affairs, then progress will be made 
only by command or by happy coincidence. 

These questions may help: 
1. What do we understand the purpose of the company to be? 
2. At this time, should there be any different emphasis than when 

we last defined purpose? (e.g., more or less emphasis on quality vs. 
price; on marketing vs. buying; on specialization vs. diversification). 

3. Does any activity in which we are now engaged appear incom-
patible with the statement of purpose? Should it be continued? 
Other queries will suggest themselves. 

Once the purpose has been clearly specified and understanding of 
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it acknowledged to the manager's satisfaction by his key people, the 
next step in current assessment may be taken. 

Major Strengths 
It is a reasonable assumption that maximum future rewards will 

accrue to a business that fully exploits its opportunities and concen
trates its resources to do so. But which opportunities? The company's 
strengths are not the only factor to be investigated, but their ex
ploitation provides a logical starting point. First they must be 
identified. Some useful questions for a senior manager and his staff 
to consider are: 

I. What strengths does the company possess to which its success 
to date is largely attributable? 

2. Which of these strengths is unique in that no other company 
possesses it to the same degree? 

3. Are we using each of the strengths listed to maximum advan
tage, giving special attention to those considered unique? 

4. What can we do to exploit each strength more fully? 
5. Is any activity in which we are engaged prejudicial to any 

strength? If so, should we stop it? 
While careful consideration of the strengths of the business and 

what is being done about them will likely result in fresh ideas, weak
nesses too may suggest profitable pursuits. 

Major Weaknesses 
Correction of a weakness that may have been on the manager's 

conscience for a considerable time but postponed for innumerable 
reasons may reveal fresh opportunities for the business. 

These questions may be helpful for the manager and his staff to 
consider: 

i. What are the major weaknesses of the business that give advan
tage to competitors? 

2. What major problems would we like to solve if we had unre
stricted power to choose and act? 

3. Which of these weaknesses could be corrected this year? How? 
4. By what date and under what circumstances can correction of 

the others be achieved? 
As the group considers strengths and weaknesses, the manager's 

possible tendency to sweep some under the rug is counterbalanced 
by involving others - and certainly his key subordinates - in the 
assessment. From the list of strengths and weaknesses should come 
several opportunities for action. 

But for added insurance against complacent rationalization, yet 
another perspective of the business should be developed. In respect 
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to each of several criteria of effectiveness of a business enterprise, is 
the company tending toward improvement or deterioration - is it 
winning or losing? Here is the next step in the sequence of analysis 
of where the business is now. 
Trends 

Each company may select somewhat different criteria of measure
ment, but at least seven deserve universal consideration, regardless 
of the size or nature of the firm: 

1. Is the market for each of our products or services expanding or 
shrinking? Compared with indices of the national economy and with 
other indications of customer demand, is this market growing or 
becoming smaller? Obviously, here are clues to the appropriateness 
of any substantial expansion of our productive facilities. Is the loca
tion of the business, for example, such that its best customers are 
slowly shifting to another, more accessible, supplier? 

It is not enough to anticipate the demand for what we are now 
selling. Competitors will obviously have something to say about 
any company's ability to exploit the demand. Is our share of the 
market for each product or service growing or diminishing compared 
with our competitors? 

At this point, we are in a position to identify with some accuracy 
which of the products or services we are offering hold most promise 
for further development and which are most seriously in danger. 

2. Comparing the company's offerings with those of competitors, 
do our own possess any edge of superiority? Is the edge more pro
nounced or less so than it appeared to be 2 or 3 years ago? Are the 
competitors overtaking us or have we widened our lead? Is the 
superiority we think we have also recognized by customers? If we're 
losing ground, what needs to be done? 

3. The company's use of funds is a reliable index of management's 
stewardship. Has the return on funds employed improved or de
teriorated over the past few years? Does the line of credit open to us 
reflect growing confidence in the company by investment or loan 
sources - or is this diminishing? Is the return on our invested capital 
improving? Which activities or assets are influencing this variable 
favorably? Which negatively? Which areas need our attention? 

4. There are various ways to measure a company's productivity. In 
sales, for example, average cost per sale, the relationship of selling 
expense to gross sales revenue, and various other indices suggest 
themselves. In production, direct cost of labor, maintenance and 
service expense, factory cost per unit of product or service - all are 
useful in determining the trend in productivity. Each department 
or unit of the business should be examined to discover whether it is 
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improving or deteriorating in terms of the expense it represents to 
the business compared with the contribution it makes to the business 
earnings. Which one needs attention most? 

5. Regardless of size, most companies recognize that favorable 
public opinion is necessary for their continued profitable existence. Is 
the attitude of trade, of municipal government, of regulatory govern
ment bodies, of trade associations, and of the public generally toward 
the company and its products more or less favorable than 2 or 3 years 
ago? Where is improvement most urgently needed? 

6. The degree of dedication and enthusiasm with which employees 
address themselves to attainment of the company's objectives reveals 
something of its health. Is employee spirit increasing or diminishing? 
Is the vitality of the organization greater than 2 or 3 years ago - or 
less? Should an effort be made to improve it in any one part of the 
company? 

7. Giving direction to the organization and its multiple activities 
is obviously the primary task of management. In terms of competence 
and vision, is the quality of the company's leadership improving or 
deteriorating? What of the backstop strength? Is the company's 
ability to replace any or all key managers greater or less than has 
been the case over the past 2 or 3 years? What positions need to be 
filled? 

There will undoubtedly be some criteria unique to a company's 
own experience and preoccupations that it can substitute for the 
above, but these seven are applicable to most businesses. 

It is all too easy to become excited about a particular opportunity 
for improvement as this assessment proceeds, without thinking of its 
effect on the business as a whole. It may be desirable to effect im
provement in production costs - but might this be at the expense of 
the company's reputation for quality? Or perhaps an increase in sales 
volume appears necessary - but would the effort to gain it be detri
mental to the company's margin of earnings or availability of cash? 
No improvement in the condition of any activity should be con
sidered without appraising the effect upon the total well-being of 
the company. 

The examination of purpose, strengths, weaknesses, and momen
tum is of itself a rewarding exercise for the manager, for he gains 
fresh understanding of what needs to be done. It is an essential 
responsibility of the chief executive of any enterprise - large or small 
- to pass judgment upon the company's economic health, but the 
appraisal is an exercise that should be shared with his senior staff 
and/or the board of directors. Out of it comes a common perspec
tive of the needs and opportunities of the business, and the impetus 
to determine individual objectives based upon common purpose. 
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Needs and Opportunities 
With this first appraisal made, the inventory of strengths, weak

nesses, and momentum can now be expressed as a series of needs and · 
opportunities for action by the company. Not only is an agenda 
developed of what is immediately required, but excellent insurance 
against unrealistic pipe dreams is provided as well. 

For each strength, each weakness, and each assessment of momen
tum, whether favorable or unfavorable, the manager should declare 
what action he would like to see taken by his organization - this year 
and as far ahead as he can prudently predict. Here is the point in the 
development of objectives where imagination is called for: dreaming 
boldly but sifting out what is not feasible. 

Questions like those suggested above, which the manager will have 
discussed with his immediate subordinates and advisers, will generate 
answers that can be grouped together to form a "document of needs 
and opportunities" for the company. The manager should indicate 
the order of importance of each company need or opportunity. Each 
subordinate should then be required to answer a basic question: 
"What activities can I undertake, using the resources and skills at 
my disposal, to help the company satisfy the needs and opportunities 
I helped to define?" 

This is not an easy exercise. Soul-searching never is. The manager 
will find it necessary to put a time limit on the submission of defini
tions of activities each of his subordinates believes he can undertake. 
It must be done in writing, for the manager will undoubtedly wish 
to study each list of suggested activities in considerable depth before 
determining whether the sum total of all proposals will indeed take 
the company as far as he wishes it to go, for the period being con
sidered. Amendments and additions may be expected, as the manager 
and each subordinate come to a meeting of minds regarding each 
person's proposed contribution. 

One may question ·the efficacy of such a "permissive" approach. 
The operations-oriented executive is sorely tempted to assign objec
tives to his people; to tell them what he wants from them by way of 
commitment. But it is axiomatic that a person is never dedicated to 
the achievement of another's objectives. He must participate in their 
development. In actual practice, the manager who allows his sub
ordinates to participate in the definition of objectives will find him
self frequently advising them to make less ambitious commitments 
rather than urging greater effort. 

Writing Objectives 
As each staff member describes the activities he intends to under

take, he should be as specific and precise as possible. Each activity 
should be stated as an objective, with intent, method, and schedule 
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all included. Each "objective" should embody a statement of intent, 
that is, a description of action to be taken with reasons therefore, re
lated directly to the company's needs and opportunities. Indeed, the 
sum total of all objectives should be fulfillment of the company's 
requirements. 

Each objective should include a schedule of attainment. The com
pletion date is essential in order to give the senior manager opportu
nity to make total plans with confidence. Equally important is a 
series of intermediate dates marking completion of component parts 
of each objective. These dates enable the manager to be aware of the 
rate of progress of interrelated objectives and to offer direction as 
needed. 

Each objective should include the names of persons to be held 
responsible for its completion and an estimate of the money and/or 
equipment required. Ideally, the company's expense and capital 
budgets and a summary of its operating objectives should closely 
support each other. 

What is envisaged, then, is an exchange of ideas between subordi
nate and senior manager culminating in agreement between them 
upon the contribution to be made by each person to the company's 
desired progress for the period of time under consideration. When 
each member of the manager's team has reported in, in similar 
fashion, the manager must synthesize all objectives into a total work 
document for the company. This provides an opportunity for bring
ing together the whole management team to hear the personal com
mitment of each member. 

This process is a powerful stimulus to vitality and forward progress 
of any company. The steps of (a) overall direction by the senior 
manager based on recurring analysis in which the organization par
ticipates, (b) commitment by each staff member to attainment of 
objectives he has major responsibility for specifying, and (c) review 
by the total management team of what each member proposes to do, 
combine to give the company a sense of refreshed purpose and 
incentive. 

Feasibility of Objectives 
As immediately recognizable problems are accounted for in the 

definition of objectives, more attention will likely be given to ex
ploring new fields. Here the prudent manager will arm himself with 
economic and social data describing the markets in which he is 
interested. Such information is available to both the small retailer 
and the multimillion dollar operation for the asking. Population 
figures, spending patterns, household formation indices, competitive 
activities, and trade activities are all described in detail in govern
ment and trade association publications. Local branch offices of state 
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and federal government departments are frequently gold mines of 
useful industrial information for the business of any size. Accurate 
appraisal of pertinent economic information will frequently save 
the company from addressing itself to either overly modest or 
unattainable objectives. 

No manager will survive, nor can his business do so, without pains
taking estimation of the results likely to accrue from today's activities. 
To an ever greater degree, competitive survival will be the prize of 
the company that purposefully plans for its own future. There are no 
shortcuts. But the reward is many times worth the investment of 
effort and imagination. 
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CHAPTER 7 

The Case for Capital Budgeting 

In an industry facing rapid change in both its economic oppor
tunities and in the social pressures brought to bear on it, skill in 
budgeting takes on added significance. Agribusiness firms are con
fronted with a dilemma: A recognizable trend to bigness demands 
greater capital investments if they are to remain competitive; rapidity 
of change in the nature of customer expectations of marketing and 
farm supply services means a possibly short life for those investments. 
The manager cannot afford to guess about his investments because 
of the large risk involved and the permanence of their impact. Capi
tal budgeting was acknowledged by respondents in our study of 
farm supply firms to be one of the top 10 areas requiring closer 
examination, because the survival of any company is determined in 
large measure by how effectively it uses the money it controls. 

The Rationale 

Capital expenditures, as distinct from day-to-day expenses, have 
direct influence on the company's survival. What is presented here is 
not a discussion of the relative merits of methods of measuring return 
on investment. This is left for the manager and his financial advisor 
to decide. What is argued for here is recognition that capital expen
ditures must be planned ahead in orderly fashion - not determined 
on impulse. 

The smaller the business the more frequently decisions affecting 
capital investments are made on the basis of a sudden recognition of 
need or a sudden appreciation of an opportunity. It is seldom that 
other alternatives for using the same amount of money are investi
gated, for the time spent in pursuing such an investigation would be 
at the expense of immediate operating needs. Seldom is there anyone 
to whom the manager can assign such a study, since an understanding 
of the total business is required, such as the manager alone possesses. 

The smaller the business the greater the tendency to make only a 
"top of the head" analysis of the assumptions underlying a decision 
to go ahead with an investment. Seldom is a pro and con analysis 
made, with a deliberate attempt to define the risk involved and assess 
the impact of the expenditure upon the company's future total 
ability to earn. Yet few decisions that a manager ever makes are more 
important than those relating to capital expenditures. 
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While a quick analysis might indicate that a particular investment 
will result in a profitable return to the company. the larger questions~ 
remain unanswered: 

1. How much return should be forthcoming? 
2. What could the company realize from an investment of this 

size in some other opportunity? 
3. Will the particular investment result in lowering the average 

return on the company's use of money? 
So long as money is readily available to the business, one is tempted 

to overlook some of the implications of tying up capital. It is some
times only when credit becomes tight, or when the company realizes 
that expansion of facilities is simply not possible because it has 
already tied up its funds in less rewarding directions, that the man
ager makes a firm resolution that his use of capital will be budgeted 
in the future. 

Among larger companies there is increasing emphasis upon de
veloping skill in the process of capital budgeting. Indeed, the best
managed companies that are analyzed from time to time in various 
management periodicals are usually cited for having outstanding 
records of return on investments. The willingness of investors to 
make their money available to a company depends increasingly on 
the effectiveness of the manager. How good a manager he is con
sidered to be depends largely upon the wisdom he displays in com
mitting company funds to further the development of the business. 

If skill in selecting from among the various choices open for the 
use of the company's money is to be enhanced, the manager will 
have to set aside a certain portion of his available time to identify 
not one, but several, courses of action. The broader the range of 
choices open to him, the better the decision he is likely to make. 
When no alternative is considered, it is doubtful that the investment 
selected represents the best use of available money. As in selecting 
from among candidates for a given job, one's batting average in in
vestment decisions is usually improved by having a number of 
alternatives from which to choose. 

The Process 
The manager should constantly update his appraisal of what is 

needed most in the way of equipment, processes and plant, store, or 
warehouse extensions to improve the effectiveness of his operation. 
Rather than waiting until something is needed immediately, he 
should make at least an annual prediction of the likely demands on 
the company's funds. This can be done through constant review with 

'C. G. Edge. The Appraisal of Capital Expenditure. Society of Industrial and Cost 
Accountants of Canada, Toronto, Canada. 1963. 
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his own people; continuing discussion with his customers; attendance 
at trade shows where new equipment and processes or methods may 
be displayed; participation in the affairs of the trade association 
representing his industry; examination of technical literature, which 
frequently carries announcements of new developments; and an alert 
and aggressive interest in what competitors may be doing. From any 
and all of these sources the manager can obtain ideas for changes in 
his own business that require the investment of capital funds. In 
short, he should constantly look for opportunities to improve the 
facilities he manages - rather than waiting until one of his com
petitors makes it painfully apparent that he is out of date. This then 
is the first step: Make a careful and continuing analysis of opportu
nities. Capital budgeting does not start with the accountant. It starts 
with an alert manager. 

Once he begins to look for them aggressively, many and varied 
possibilities will become apparent. They should be catalogued in 
some type of formal record to be considered at regular intervals. For 
example, a machine may be replaced by a faster or more effective 
model; production or selling space could be remodeled for better 
utilization. Perhaps additional warehousing and storage space should 
be created; perhaps certain purchases should be switched from the 
present basis to larger-scale bulk buying; perhaps a new piece of 
equipment would result in a faster flow of cash to the company. All 
of these possibilities require capital expenditure, and they compete 
with each other for the money available to the manager. They should 
be recorded in his inventory as rapidly as they are identified. 

The capital budget program for a company of any size will include 
specific programs for marketing, engineering development, manu
facturing, and customer service. In any of these areas, increases in 
investment in fixed assets may be desirable because of their favorable 
influence on the earnings of the business. How can the manager 
choose, when he cannot undertake all of them? The factors he should 
consider in evaluating the worth of proposed capital expenditures 
and in determining which of the several alternatives is most de
sirable should be carefully set out in writing. In the small business, 
playing a hunch is frequently the only basis for a decision. If it is 
apparent that the costs of enlarging the space given to the production 
or sales of particular products or of putting additional equipment 
into use will be less than the income expected to be derived, it is fre
quently assumed that no further analysis is needed. The capital 
expenditure is approved. 

Such a superficial analysis, however, gives no basis for comparison 
with other possibilities, nor does it take into account the time over 
which the investment will yield return. The earnings that the capital 
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investment will produce during its expected life and the dollars in
volved in the investment must be compared with the minimum 
return on investment that will satisfy the company. This minimum 
can be worked out by the manager and should carry board approval 
as being sufficient to perpetuate the business. 

Thus, the prudent manager who wishes to manage his capital wise
ly will have an inventory of opportunities for investing in the busi
ness, and a reliable system for making a choice among the alternatives 
open to him. All of the demands for capital funds that can be antici
pated over a future period of time should be determined at least 
a year before making the expenditure, if possible. The list of likely 
projects can then be ranked in terms of desirability, first by can
celling out those that do not meet the minimum earnings standard, 
and then by arranging the others in descending order of size of re
turn. At this point the manager is able to determine the total demand 
for capital investment and whether this is within the limits of avail
ability of funds. He is then able to recommend to his board a capital 
expenditure budget and at the same time identify any need to expand 
the funds available to him. It must be emphasized that standards of 
return on investment are as necessary for cooperative organizations 
as they are for proprietary ones. Traditionally, cooperatives have not 
made sufficient use of such measures. But there is increasing pressure 
from the various credit sources that serve them for analysis based on 
such standards. 

Capital expenditure projects that should be budgeted are typically 
found in four categories. First, there are projects that will increase 
sales volume. For these, the decision is based largely on estimates of 
the additional earnings that will be generated. Second, there are 
projects which are essentially designed to reduce costs. The decision 
here will also be made on the basis of its effect on company earnings. 
Third, there are projects that are needed to maintain a company's 
competitive position, such as new merchandise or a change in pack
aging to attract consumer attention. Here the deciding factor may be 
the need to protect the earnings that the company now enjoys. And 
fourth, there are projects that are not directly related to earnings, 
but that are believed to have a bearing on the company's ability to 
survive; for example, an investment in equipment to insure the safety 
of employees, the provision of a lunch room for employee comfort, 
or new office equipment to avoid frayed nerves. It is difficult to 
identify a direct dollar return for this type of capital investment, but 
such projects may be needed, in the manager's judgment, to keep 
the company productive. 

As the manager develops standards of return on investment, it is 
likely that he will come up with slightly different yardsticks for the 
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various categories of expenditures. 5 Whatever standards he selects, 
however, he should recognize the following general principles: 

1. Additional capital put into a business should produce earnings 
that will improve the earning power of the owners' equity. At the 
very least, it should equal the present return, for to do otherwise 
would be to misuse the money entrusted ito management. 

2. Wherever possible, a new capital investment should show an 
anticipated rate of return higher than the present average rate of 
return that the company is now experiencing. Only in this manner 
can a steady improvement in total company performance be protected. 

3. An attempt should be made to gain a higher rate of return on 
one's capital expenditures than the competitor is enjoying. This is 
the true test of competitiveness over the long term and will be re
flected accordingly in investor or patron confidence. 

4. When an expenditure is proposed, its influence on the sales, 
costs, assets, and performance of the business as a whole should be 
appraised. 

Regardless of what method a manager adopts for measuring the 
rate of return on his alternative investments, he will need the follow
ing information in order to make an informed choice: 

1. The size of the proposed investment in dollars, including inci
dental costs. For example, an investment in new equipment creates 
additional costs in shipping and installation, and perhaps in training 
a new operator. 

2. Annual earnings expected from the investment, including due 
acknowledgement of the likely increase in company taxes. 

3. The earning life of the investment, with recognition of any 
likelihood of early obsolescence or diminishing market demand as 
the product or service matures. 

4. The rate of earnings on new expenditures that is required to 
maintain or improve the company's present position. 

5. Understanding that an increase in fixed assets investment is 
frequently accompanied by an increase in working capital require
ments, for inventory, accounts receivable, or new cash needs. 

Regardless of size, every company must balance the use of its funds 
between acquiring new assets and maintaining sufficient liquid work
ing capital. Thus, the impact of any capital investment proposed 
must be measured and anticipated for as long a period ahead as 
possible. 

"Ezra Solomon. The Management of Corporate Capital (A Book of Readings). The 
Graduate School of Business, University of Chicago, Free Press of Glencoe, Glencoe, Ill. 
1959. p. 21-34, 282-291. 
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CHAPTER 8 

Pricing Policy 
Pricing is an ever-present concern of the chief executive whether 

the business is small or large. From the price charged for the product 
comes the company's ability to pay for all its activities. The influence 
of competitive pressures, government interest, and public confidence 
on the company's survival is directly affected by the quality of the 
pricing decision. Even the security of one's employees is funda
mentally connected to prices. There are, of course, limits upon the 
discretion the manager has in pricing the products his firm sells. In 
some cases competition may impose an extremely narrow range. But 
some agribusiness firms can differentiate the products they handle 
from those sold by others. The degree to which this is possible estab
lishes the range of pricing discretion. 

Few of the retail outlet managers encountered in our farm supply 
industry study had had any training designed with this pricing re
sponsibility in mind. Nor did we meet more than a handful who 
thought of pricing as an organized, structured management function 
whose exercise could be improved by discipline and education. 

The Pricing Problem 
The manager must be certain that the price he asks will adequately 

cover the cost of functions performed by the company. Whether he 
is managing a cooperative or proprietary firm, he is constantly con
fronted with the problem of choosing the appropriate level within 
the limits open to him. His concern for customer or patron con
fidence, legality, and the desire not to make the market so richly 
attractive that additional competitors will be lured into it are all at 
work to temper his interest in experimenting with how much he 
might be able to get. On the other hand, he recognizes that for rea
sons of self-esteem, social responsibility, and personal or corporate 
survival he must set a price that will insure a fl.ow of income suffi
cient to maintain his company in a state of economic health. 

The manager knows that when he sets a price his judgment might 
be faulty. The price might be so high that it discourages sales; or it 
might be low enough to attract customers but fail to generate a suffi
cient margin to maintain the organization in a financially healthy 
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condition. Thus, pricing can pose a dilemma affecting the very heart 
of the business. 

When one considers that the price of a product or service repre
sents a combination of company policy, costs, consumer acceptance, 
and competitive survival, it becomes apparent that pricing is a 
challenging management function. As each of these variables changes 
continuously, price must be examined to insure that it reflects 
changing pressures. Even the product or service itself will be seen in 
a changing light as it matures. Generally, the older the product the 
lower the price it can command, unless it has unique and unchal
lenged properties which no competitor can match and for which the 
consumer demand does not change - an unlikely static combination. 

The manager will typically want to review prices when costs of 
his business begin to rise, when his control of a particular market is 
challenged by a new competitor, or when he introduces a new prod
uct into the company's line which has a family connection with his 
existing offerings. Thus, there is a need for almost constant review 
of the validity of any price. The fact that price yields a profit at the 
moment of review is not a reason for the manager to "let well enough 
alone." Perhaps the margin between cost and price is not as much as 
it should be, or perhaps if it were less, considerably greater volume 
of sales would result. 

Pricing Philosophy 
The manager will typically wish to secure the maximum earnings 

possible over a long-term period commensurate with overall company 
objectives, a sense of social responsibility, and the competitive envi
ronment. It is not simply a matter of considering the revenues that 
will derive from the price he sets. Indeed, a manager frequently finds 
that he must accept a prevailing price established by competitors, and 
that the costs of his business are the only factors that can be manipu
lated. There are also circumstances of competitive timing which may 
justify the establishment of a price the manager knows he cannot 
hold for long. Generally, however, pricing is equated with the long
term survival of the business and is subject to the overall philosophy 
by which the manager guides his affairs. 

Pricing Policies 
Because of the lasting effect of a pricing policy on the business, it 

is essential that the manager be very clear about the results he wishes 
to achieve. A study of pricing by Kaplan, Dirlam, and Lanzillotti in 
1958 identified several different policies that control the pricing 
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activities of a series of companies.6 They argue that it is essential for 
a firm's pricing policy to be understood by all managers making a 
contribution to the company's progress. Without such understanding, 
there can be considerable confusion within the company and in its 
external relationships. It is an area that is all too frequently con
sidered to be the province of the president and the financial officer 
only, whereas it is actually a consideration that should be discussed 
and clearly understood by all members of the management team and 
the board of directors. 

A review of several alternative pricing policy objectives might be 
helpful to illustrate the range of choices. 

1. To achieve a desired financial return. A company may seek to 
base all its operations on an earnings figure that will satisfy its in
vestors or patrons. Knowing the costs that must be recovered and the 
volume of sales anticipated, the price of the product is then forecast 
to achieve the desired net revenues. Frequently, this kind of pricing 
policy takes into account the likelihood of competitors' activity only 
to the extent of its influence on the sales forecast. Insofar as this is 
true, such a policy is not likely to be valid for long unless the product 
or service is unique or protected by patent. 

2. To stabilize prices. The manager may establish a price that 
recovers costs and tends to stabilize the market while still guarantee
ing a workable margin. Cooperatives frequently state this as an aim 
of their pricing policies. Over the years they have tended to price "at 
the market" and to refund any surplus over cost to the member
patron in the form of cash or equities in the business. In those cases 
where the surplus exceeds the requirements of a workable margin, 
an immediate return can be made in the form of lower prices. Any 
downward change in price, of course, must be undertaken with 
caution. A price reduction that touches off a price war can be as 
disastrous to a cooperative as to any other business. Further, a policy 
of low and stable prices anticipates that the customer or patron de
mand for the product will continue for an indefinite period or at 
least long enough and in sufficient volume to recover the company's 
investment. 

3. To secure a share of the market. The manager may set a price 
at a level calculated to maintain his share of the market against com
petition, or perhaps to improve his share when competitor prices are 
high enough to give him an opportunity to come in at a lower level. 
This is a policy frequently followed by a mature business which seeks 
to strengthen its market position. By pricing under those companies 

•Kaplan, Dirlam, and Lanzillotti. Pricing in Big Business: A Case Approach. Wash
ington, D.C.: The Brookings Institution. 1958. 
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who presently dominate a market, a new company may be able to 
gain a foothold, but in doing so it must recognize the unlikelihood 
of any early opportunity to increase its price. It must, therefore, have 
provided adequately for the financial survival of the business over the 
period of time intended. 

4. To maximize earnings. Occasionally the manager's purpose is 
to secure the maximum earnings possible for a specified period of 
time. He may do this by pricing at the highest level he believes the 
market will bear, for long enough to recover some of his initial in
vestment, with the expectation that he must drop the price shortly 
to meet possible competition or simply to offer better value and in
sure continuing consumer favor. 

An alternative application of the same strategy employed for a 
line of products is to drop the price of one product presently in 
strong demand and offer it in package promotion with one or more 
allied products whose sales and earnings the manager seeks to in
crease. The leverage so gained is intended to improve earnings of 
the whole product line. However, the price level of the product 
used as a leader may be difficult to re-establish unless its hold on 
consumer favor is such that no competitor is offering serious chal
lenge. 

5. To create a particular image. A price usually conveys an im
pression of the nature and quality of merchandise and/or service a 
firm is likely to render. It must be compatible with the impression 
the customer has of the business itself, and with his expectation of 
the service he wants from his purchase. If it is an impression of 
quality, a low price could be confusing. Within these expectation 
limits, a price level may be set to give a message of quality, or of a 
bargain. Product performance must justify the message if repeat 
business is expected. 

Whatever the pricing policy may be, one cannot escape the influ
ences of the company's own costs, the confidence of the customers or 
patrons, and the reactions of the competitors. In essence, a price 
policy is usually one of three things: It may be a determination to 
recover costs plus some predetermined margin of profit; it may be a 
determination to develop as much net sales revenue as possible in 
excess of costs; or it may simply be a determination to survive at the 
healthiest level possible in light of competitive pressure. 

Joel Dean's book, Managerial Economics, identifies two basic pric
ing attitudes the manager might take. He may be determined to 
"skim the cream" from the market, or alternatively, to "penetrate" 
the market.7 These choices represent two extremes and warrant close 
examination by the manager before prices are established. The 

7 Joel Dean. Managerial Economics. New York: Prentice-Hall. 1951. p. 419-424. 
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"skimming" point of view calls for the highest price that can be 
feasibly established. It is a type of financing used by a company 
seeking to recover its investment as quickly as possible, particularly 
in the case of products that will probably become obsolete quickly. 
In fact, "skimming" may be the only sensible policy to follow under 
high risk situations, if demand conditions permit it. Or it may be 
justified because the company believes it can achieve a substantial 
reduction in the costs of manufacturing or distribution in the near 
future; the firm may wish, therefore, to establish a high initial price 
from which it can retreat at a later date, when justified by the antici
pated cost savings, with resulting customer appreciation. 

Occasionally this policy is justified when there is only a small mar
ket demand for the product and/or it is doubtful that it will be 
particularly attractive to competition. Probably the most compelling 
reason for adopting the "skimming" approach is that a company's 
product or service has significant uniqueness or is so exclusive in 
design or in patent protection that the demand is safely predictable. 
With the passage of time, of course, the probabilities of retaining 
uniqueness diminish and demand may be expected to change. 

In making such a determination, the manager must use careful 
judgment. He should have competent advice in assessing the elasticity 
of demand. Is the product a necessity or a luxury? Is it possible that 
substitutes are already available or can be made shortly after the 
introduction of his own product? What is likely to happen to the 
demand for his product if there is a sharp change in buying power 
in his market or community? What is the customer's perception of 
the product's price-quality relationship likely to be? Each of these 
questions requires an informed answer before the manager can 
embark on a "skimming" price policy with confidence. 

While only larger companies can probably afford the type of mar
ket and consumer research from which any reassuring evidence could 
be drawn - and even this evidence can be misinterpreted - the very 
small company can make some investigation on its own behalf. For 
example, potential buyers can be interviewed before the initial price 
levels are established, and customer or patron panels can give advice 
prior to the decision. 

The manager may be sure that unless the superior qualities of the 
product or service he is offering are clearly demonstrable to the 
consumer, whatever price he sets will be immediately subject to com
petitive pressure. Further, there is a limit to what the customer will 
pay for uniqueness. It can be capitalized upon for a period of time, 
with discretion, but only as long as value is perceived - by the cus
tomer, not by the manager. 

It must be remembered that the longer a "skimming policy" is 
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followed, the more vigorous will be the effort of competitors to claim 
a share of the rewards. More than one manager has "skimmed" too 
long and consequently faced a new competitor. 

The diametrically opposite point of view which Joel Dean de
scribes is that of "penetration."8 The sales manager concerned with 
increasing sales volume typically argues for a lower price as a means 
of achieving it. It is only when he sees his job as that of buying 
revenue for the company rather than simply increasing sales volume 
that he can consider the question of a lower price unemotionally. 

In determining a "penetration" policy- deciding to get as much 
volume as possible through an appeal to the widest possible market
the manager must be acutely conscious of the costs his price level 
must recover. For example, setup costs are sometimes overlooked 
during a "test" period of assessing what a product should return, 
even though material and processing costs may be adequately con
sidered. Additionally, the markup from which the company will 
secure its margin for future growth must be sufficient not only to 
provide the funds necessary but to allow for occasional disappoint
ments in total sales demand. A "penetration" policy must be entered 
into with utmost caution. 

Nevertheless, this sometimes may be the only choice open to the 
manager. Where the demand for his product is sensitive to reductions 
in price and thus has high price elasticity, it would be a precarious 
venture to claim a particularly high margin for it. Also, where a 
strong competitive threat already exists or may be anticipated, a low 
price policy may be the manager's only choice. 

Sometimes a manager may be unduly influenced by his enthusiasm 
for the advantages he believes his product carries for the customer. 
From the customer's point of view, the "unique" product may be 
seen as nothing more than another form of a familiar commodity, 
not at all justifying the price the manager may wish to ask. If this 
is the customer reaction, the only alternative left to the manager is 
"penetration." Some writers call it "protective pricing." 

It is unwise to underestimate at any time the intelligence or ag
gressiveness of one's competitors. Unless the barriers against anyone 
else getting into the business are formidable, it may be assumed that 
the high margin cannot be protected for long. This is particularly 
true if the profitability of the product or service happens to be fairly 
widely known. Another restraining influence would be the existence 
of large or demanding buyers in a position to demand detailed justi
fication of the price. 

Perhaps the most compelling reason for "protective pricing" is 
discouragement of competition that might otherwise be attracted. 

8 Ibid. 
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Unless the company has patent rights or an exclusive corner on 
technological processes, or is in a unique position of having more 
investment power than any potential competitor, the only tactic that 
will discourage the competitor for a prolonged period of time is a 
low margin. Support from a unique merchandising or advertising 
program might be of temporary assistance, but this is normally useful 
only for as long as it takes a competitor to devise an equally persua
sive selling program. 

From the point of view of a cooperative, a low-price policy may 
derive from its perception of itself as a "measuring stick" by which 
the performance of proprietary firms can be judged. Not all coopera
tives see themselves in this role, nor is there any compelling reason 
that they should. Since they are organized specifically to benefit their 
own member-patrons they are under no obligation to nonmembers 
to create a low-price umbrella for the market generally. They can, 
as was suggested earlier, price at the market level and return the 
surplus to their patrons. 

Another reason why a cooperative may choose a low-price poliq 
is that the membership demands it. Since they are the owners as well 
as the patrons, members do have some voice in establishing pricing 
policy. There is some danger, of course, that the patron's preoccupa
tion with a low price may cause him to overlook the firm's need for a 
margin large enough to maintain the firm in a healthy financial 
condition. A number of cooperatives are not replenishing their 
capital for this very reason. 

Pricing Practices 

After due consideration of which policy to follow, the manager 
should begin the process of setting a particular price by estimating 
the demand for the product to be offered. How many potential cus
tomers? How many can he win? It would be folly to assume, except 
in a monopoly situation, that every one of these potential customers 
would prefer his offering to existing or future products offered by 
competitors. Since members of cooperatives are usually under no 
legal obligation to buy from their organization, these considerations 
are equally relevant to the cooperative manager. Members can and 
do buy elsewhere. To count on attracting all of them could spell 
disaster for the organization. It is necessary, therefore, to estimate 
what percentage of the total demand the product can reasonably 
secure. 

His next step is to determine the price range of comparable prod
ucts now offered. This should be carefully appraised, preferably 
through interviews at the point of sale of those offering the products 
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and those buying them. There is no quick and easy way to determine 
the price elasticity of most products, and some depth analysis is usual
ly needed. This information will help the manager to decide on a 
competitive price range. 

Next, he should make a careful assessment of the effect on his 
earnings if he adopted a price at the top, middle, or low point of the 
range open to him. Naturally, he must have an assessment of his costs 
available. He should then be able to determine, based on anticipated 
demand at each price he might select, what impact on the company's 
fortunes each price will have. 

Finally, he must anticipate retaliation by any of his present com
petitors. The objective is to select a price best calculated to win the 
desired revenue, bearing in mind its likely competitive effects . 

.At each of these several steps in the process of setting a price, the 
manager is well advised not to depend exclusively on his own judg
ment. If there is a committee of managers or board of directors or 
other advisors who are informed about the conditions of the business, 
they should be consulted to insure the quality of his decision. The 
manager needs advice at this time for several reasons. 

I. In anticipating the demand for the product and the share that 
his own offering might win, it is easy to be overly optimistic. The 
objective judgment of others will be a moderating influence. This is 
pa11ticularly so if they have not been involved in the conception and 
development of the product. 

2. Since competition can come from unpredictable sources, it is 
seldom sufficient for the manager to make his own assessment of its 
impact. Outside advice should be sought in making this determina
tion. Banks, trade association contacts, public and private informa
tion agencies are examples of a few sources which might be contacted. 

3. A price carries a message to the customer not only about the 
product, but also about the company and about the associated prod
ucts in the line. Thus, related company policies of profit and market 
strategy, and of public relations, must be considered before a decision 
is made on a particular price. 

4. It is not sufficient to establish a price without also determining 
profit responsibility. Each person in the company who has any direct 
responsibility for earnings should be consulted before the final price 
is determined. Collectively, they should be able to reassure the 
manager that there is sufficient margin in the price to guarantee the 
company's survival. 

5. It is particularly easy to forget some of the costs that must be 
recovered- and can only be recovered by the margin inherent in the 
price. Thus, the accountant should provide full information about 
the costs that must be charged against the product; he should be in a 
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position to caution the manager about new costs that might be en
countered because of the introduction of the product. In order to 
insure the best possible decision, the manager should have account
ing advice to determine what impact there will be upon the com
pany's fortunes at each of various hypothetical prices from high to 
low. This requires estimating the quantities demanded at each price 
level. Obviously, there will be different results at different prices; 
the price to be selected is that which offers optimum results. 

6. Once the hypothetical price has been set for optimum results, 
it is necessary once again to check the customer's or patron's concept 
of value - whether he will indeed find the tentative price attractive. 
Some outside counsel is desirable at this stage, also. 

7. Finally, the manager must be sure that the price he intends to 
establish and his methods of offering the product are not in conflict 
with any government regulation. He may already be sufficiently in
formed to make this determination with assurance, but if not, legal 
advice is worthwhile at this stage to protect against any subsequent 
embarrassment. 

Price Differentials 

Over the past 20 years, government interest in price conduct has 
steadily increased. There are general regulations that a manager 
should know. The Robinson-Patman Act sets out the general con
straints upon a manager's behavior, as well as upon his individual 
customers. If he decides to sell the same product at different prices 
to various customers, he should seek legal advice. For example, he 
may wish to offer a quantity discount, depending on the trade status 
of the buyer or on the amount to be purchased. He may offer a differ
ent price depending on the geographic location of the buyer. He may 
decide to allow discounts for particular terms of payment to encour
age either quick returns or volume purchases. Or he may elect to 
vary his pricing seasonally in order to manage his inventory accord
ing to predetermined levels. 

As he embarks on any policy of price flexibility, he faces three 
considerations. First, of course, is the question of whether or not the 
differentials he intends are legal. Second, what impact will they have 
on customer or patron attitudes toward the firm? Third, and this is a 
consideration remembered too infrequently, what effect will the 
differentials have upon the company's earnings? It is easy to predict, 
in some cases, that greater volume of purchases will result from re
duced prices, but the test lies not in the impact upon volume but in 
the impact upon earnings. Differential pricing plans which are not 
understood by customers or patrons can alienate them, particularly 
those who do not directly benefit from lower prices. It must be em-
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phasized that not all small volume sales are unprofitable; nor are 
large volume sales necessarily profitable. To forget this is to invite 
disaster. Thus, determining the impact of price on earnings is the 
moment of truth in differential pricing. 

Essentially, then, pricing is of vital importance in securing the 
future of the business. Within the limits imposed by an increasingly 
interested government and informed public, the manager must use 
his best judgment to secure a sufficient earnings margin from the 
sale of his product to perpetuate his business, to pay his expenses, to 
reward his employees and his shareholders or patrons, and to do so 
with minimal encouragement to his competitors. The degree to 
which he achieves this is indeed a measure of the quality of his man
agement leadership. 
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CHAPTER 9 

Marketing 
During our farm supply study we encountered evidence that the 

local manager may be a successful personal salesman. Seldom, how
ever, did we observe that he was versed in sales promotion, mer
chandising, advertising, market research, and other managerial skills 
which, added together, make for competent marketing. As businesses 
grow larger and serve broader markets, greater sophistication in 
marketing is needed. Managerial understanding of marketing be
comes imperative. 

The Conceptual Framework 

Three major concepts underlie the contention offered here that 
personal salesmanship is no longer sufficient to guarantee a continu
ing demand for products. 

First, there is growing recognition that the idea of building the 
better mousetrap with assurance that the world will demand delivery 
no longer applies. Instead of being preoccupied with one's own 
company's standards of quality, the manager must now focus upon 
understanding his customers or patrons and design his business to 
satisfy their needs. The business must, as Peter Drucker puts it, 
exist in contemplation of the customer, for "there is no product or 
service until a sale is made - nothing but raw material." 11 This sug
gests that all activities of any business enterprise - cooperative or 
proprietary - must be integral parts of the marketing effort. This is 
a growing trend; the survival of a business will depend increasingly 
on its astuteness in identifying customer or patron desires and on its 
flexibility in adjusting to satisfy them. The manager must recog
nize that competition can arise unexpectedly from geographically 
remote locations, that the buyer has increasing purchasing power and 
hence more "choosing" power, that over-production makes fierce com
petition for the customer's favor inevitable. All of these influences 
make his ability to identify with the customer critically important. 

The second concept is that marketing management is sound only 
if it results in increased earnings - not simply increased volume. 
Thus, the sales or marketing manager must see his function to be 

"In a foreword to: Lazo and Corbin, Management in Marketing. New York: McGraw
Hill. 1961. 
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that of buying revenue for his business- acquiring energy for his 
enterprise in the shape of earnings, which can derive only from 
profitable sales of product and service. If he manages a cooperative, 
his patrons will ultimately judge his sales performance in terms of 
the prices they pay, the services rendered, and the patronage refunds 
that result, as well as in terms of the overall financial health of the 
business. If he manages a proprietary business, his stockholders will 
look beyond increasing sales dollar volume to see if earnings are 
growing commensurately. He must learn to be discriminating in 
his selection of new customers and new services or products so as to 
protect the earning ability of the organization ·he is responsible for. 
Increased sales are of value only in terms of their economic benefit 
to those for whom the firm is organized to serve. The manager must 
know the contribution to earnings of all the sales he makes, by 
product, by sales area, by customer-and he must have an up-to-date 
knowledge of alternative buying opportunities open to his customer. 

The third concept is that marketing is essentially a process of 
persuasion in the true sense of the word. It is not a matter of seducing 
the buyer or wrestling him into submission; it is a matter of under
standing his needs and knowing the company's abilities to meet these 
needs. It is a matter of matching these two with precise skill. This 
concept of persuasion calls for understanding that one can win ac
ceptance of one's message only when one has earned the belief and 
confidence of whomever he is trying to serve. Seen in this light, the 
entire business must dedicate itself to winning the buyer's confi
dence and continuing to earn it through judicious anticipation of 
services he wants and needs. 

The Functions of Marketing 

Analysis of Opportunities 
Far too few companies are aware of the opportunities available to 

them for expanding their sales. Continuing analysis of what is now 
being sold, by individual buyers and by area, will frequently identify 
weak spots in the marketing effort and offer clues to the manager for 
concentrating his effort for maximum reward. It is not enough to 
evaluate sales on a one-shot basis. It is essential rather to develop 
some understanding of sales trends over a period of time before at
tempting to change existing behavior. 

It is not enough to determine what is now being sold. The man
ager should also have an answer to the question, "What else are my 
customers or patrons buying - from other sources - that I can pro
vide for them?" There may be other products and other services 
that should be added to an existing line, which the manager will not 
recognize unless he asks those he is attempting to serve. 
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The analysis of a market should include an assessment of external 
influences upon the company's fortunes. For example, trends in cus
tomer buying habits, requests for delivery service, and requests for 
packaging, to name a few, should be studied in terms of changes 
needed in existing selling practices. Additionally, there is much use
ful information available through agricultural extension services, 
trade associations, state government agencies, and chambers of com
merce pertaining to trends in customer spending power and shop
ping habits that should be studied for clues as to how one's own 
customers or patrons are likely to act in the future. What is needed is 
a continuing analysis of the various influences, internal and external, 
that are likely to affect customer acceptance of existing products, and 
an analysis of the company's ability to expand or change the line 
offered to meet changing customer interests. Analysis takes time, but 
it makes the difference between understanding what sales are possible 
and simply hoping that the company is getting its share. 

Distribution 
For effective marketing, methods or channels of distribution that 

will return to the company the greatest margin of earnings coupled 
with sales volume should be identified. These methods must be 
studied from the final user back to the distributor to insure that the 
product is moving through the appropriate channels in the most 
effective manner possible. Arrangements may be made occasionally 
with noncompeting companies to pool small-order shipments to cus
tomers, with significantly reduced costs of distribution. Products now 
picked up at the distributors' premises may enjoy increased volume 
of sales and earnings if delivered on a routine basis. Alternatively, 
products now delivered may be incurring distribution costs which 
negate any advantage that could be had from increased sales volume. 

Professional advice should be sought in determining the best meth
ods of distribution, including the location and size of warehouse 
inventories, whether to deliver merchandise or have the customer 
come to the shop, and other related questions. Business faculty mem
bers at sta:te colleges and universities, executive secretaries of trade 
associations, the Retail Merchants Association, chamber of commerce 
specialists, agriculture extension specialists - all may be helpful. It is 
safe ito conclude that a company which has never considered any 
methods of distribution other than those presently followed is over
looking the possibility of more profitable marketing. 

For a local organization which is considering expanding its sales 
territory, as well as those who have achieved regional distribution, a 
number of choices are open. In addition to operating with its own 
sales staff, there are distribution alternatives such as local wholesalers, 
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brokers, agents, route deliveries, franchised or corporately owned 
dealerships, and mail order shipping that should be scrutinized to 
insure that a company is employing the best methods of distribution. 
Field Sales 

In the supervision of his sales force, the skillful marketing manager 
calls on his utmost leadership know-how. He will ask his sales repre
sentatives to define opportunities to sell products in their respective 
territories or departments af.ter giving them an idea of what the com
pany expects to achieve in total sales volume as well as earnings. He 
will seek to reinforce the salesman behavior he believes necessary by 
the provision of compensation and incentive plans directly encourag
ing attainment of sales performance goals. He will maintain suffici
ently close contact with his sales representatives that they are able to 
represent him accurately in their contacts with customers or patrons, 
and he will coach them in the art of closing the sale. He will meet 
customers personally in company with his salesmen to gain firsthand 
knowledge of their problems of representation and of the trade's 
expectations. He will seek to give those representatives in whom he 
has confidence as much freedom of action as possible. 

Advertising 
Even the smallest company should recognize the difference be

tween persuading the potential buyer to think favorably about what 
a company has to sell and encouraging him to buy now. Advertising 
performs both functions, but not simultaneously. If it is economically 
feasible to reach each customer individually, it might be safe to rely 
on personal salesmanship to convey the company's message. If not, 
advertising can reach large groups of customers the salesman cannot 
confront personally. Alternatively, it helps to build customer aware
ness of what the company has to offer in advance of the actual invita
tion to buy. 

When the company's activities are genuinely newsworthy, free 
publicity can sometimes be arranged. Otherwise, the sponsor must 
pay the medium of his choice to carry his message. 

The small farm supply business normally confines such investment 
to the task of reaching customers in his own local market. But it must 
not be forgotten that national manufacturers and distributors are 
interested in the same customers. When the appeals are not in con
flict, they can be coupled together or timed to reach the customer 
simultaneously with substantially increased impact. Some national 
and regional firms seek such arrangements with locally based busi
nesses; this procedure, affording selling opportunities for the smaller 
firm, should not be overlooked. 

Many media are available to carry the company's message, each one 
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of which should be assessed for maximum appeal to the segment of 
the market the manager wants to reach. He will normally require 
professional assistance in the selection of the appropriate medium -
and can get it from an advertising agency or from the staff of a large 
firm with which he may enjoy corporate, supplier, or representative 
relationship. Newspapers, television, direct mail, magazines (includ
ing national farm publications), radio, business papers, outdoor bill
boards, weekly newspapers, transportation advertising (such as car 
cards and taxi boards) are available as choices. Considerations of cost 
and the likelihood of gaining the attention of the particular cus
tomers desired will govern selection. 

Professional assistance is usually needed also in the design of the 
message itself, for buyers seldom view the product or service offered 
in the same light as the distributor, or perceive the values the proud 
manager believes to be obvious. 

Occasionally, depending on the product and on customer expecta
tions, it is more rewarding to invest in attention-getting displays at 
the actual point of sale, than in any of the "preparatory" media. 
Usually a combination of the two is desirable. Occasionally a direct 
inducement to buy may be made in a special price offered tempo
rarily or in special packaging commemorating a significant event for 
the customer. Such costs are all part of the company's advertising 
budget. 

Whatever the method or combination of methods he chooses, the 
manager should be aware of the value of concentrating his adver
tising budget for maximum impact. This may be done through the 
selection of one medium or campaign or territory for major atten
tion. It may be done by concentrating on one particular theme de
scribing his product or service. Whatever his choice, the theory of 
using a rifle rather than a shotgun seems appropriate. The manager's 
investment in advertising will be more effective if he decides before
hand whom he wants to reach - and with what results. 

While various professional services exist to measure the degree of 
customer attention an advertising campaign may enjoy, a sure meth
od has not yet been evolved for determining what purchases result 
from a particular advertisement. The complex reasons for a cus
tomer's choice are not understood even by himself. It is safe to say, 
nevertheless, that a company's ability to sell is related directly to the 
buyer's confidence in the company and its understanding of his needs. 
Advertising can offer reassurance, awaken interest, and heighten an 
existing desire to buy. 

Measurement of Marketing 
In many large companies, a market research manager not only 
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estimates what might be sold but also assesses the effectiveness of 
marketing procedures. This exercise is useful for even the smallest 
company which has to sell products or services. The manager should 
have answers for a number of questions, whether his business be a 
local farm supply cooperative or a manufacturer distributing to na
tional markets. For example: 

1. Has he made a valid appraisal of the size and nature of his 
market? 

2. How frequently is this appraisal revised and when was the last 
change in the prediction of market size? 

3. How much is known about the strengths and weaknesses of 
competitors who might affect the company's ability to sell? 

4. Have all employees been made aware of the importance of mar
keting, and do they understand the relationship between their jobs 
and the company's ability to sell? 

5. Which part of the market, which of the services, which of the 
sales representatives is contributing most to the earnings of the busi
ness? Alternatively, which contributes least? 

6. Is there a sales forecast for each product and sales area, and a 
marketing plan that spells out how to achieve sales goals? Does each 
sales representative understand his own personal responsibility for 
contributing to the desired end results? 

In essence, the manager who intends to continue to sell his prod
ucts for optimum return must see his marketing duties as dynami
cally changing. This is an area of his responsibility in which he may 
never rest, for his customer or patron needs and expectations are 
changing constantly under the pressure of their own affluence, or 
lack of it, and the blandishments of competitors. He faces a chal
lenging task of identifying these needs, of addressing his entire busi
ness to satisfying them, and of reminding his customers continuously 
and effectively that they can satisfy these needs through what his 
company has to offer. Marketing is not simply talking a potential 
buyer into buying one's product or services. It is a complex disci
pline, involving analysis of what he is likely to buy, gearing the busi
ness to supply it, and delivering it in a manner and at a price that 
will cause him to forget what the competitor has to offer. 
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CHAPTER 10 

Records- Checkpoints for Decisions 

In most of the local contacts made during our study, we found 
that records for the businesses were not kept in such fashion as to be 
of immediate use to the local manager or understood by him. When 
they were shown to us, they were offered more as history rather than 
to substantiate trends concerning which the manager should be 
taking a position. What follows is directed primarily to such a 
manager.10 

Why Keep Records 
It is vital that a manager know where his business is at any time. 

Only then is he able to make decisions and have a hand in shaping 
the future of his company rather than simply letiting it happen. Yet 
many managers, in both small and large companies, tend to hope for 
the best, apparently believing that hard work and virtuous living will 
bring favorable business results. 

Without records describing how the business is progressing, the 
manager flies blind. He can proceed only by intuition. Without 
benchmarks against which the business can be measured and which 
are established in advance, the manager is placed in the position of 
trying to catch up continuously- expending his energy on correct
ing mistakes after he recognizes them. 

Advance determination of the performance desired by the com
pany, and records that indicate progress toward the goal, permit the 
manager to select appropriate action at the right time. He is in com
mand of his business when he has a predetermined way of measuring 
its performance. 

Of course, records do not of themselves guarantee sound manage
ment. Many managers in sophisticated and larger companies do not 
act on the information provided them by an expert staff. Other 
managers become so preoccupied with information that they forget, 
almost completely, its purpose - to guide action. The manager must 
measure the performance of the entire business at regular intervals 
and make decisions for action based on this measurement. 

Leaders in industry - regardless of business size - have begun to 
recognize this. In smaller companies, they are aware that one of the 

1°Foo an excellent treatment on interpreting records see Stuart Chase, "How to Read 
an Annual Report." Standard Oil Company of New Jersey. 20 pp. 
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major causes for small business failure is lack of management records. 
In far too many instances, the manager suddenly finds his position 
has deteriorated beyond remedy. The Office of Small Business Ad
ministration, ,through its various field offices, has been teaching the 
necessity of records for some time, as have the host of accounting 
firms which service smaller businesses. There is a heartening trend 
toward recognition of the need to invest some time regularly in 
charting and reviewing the performance of a business. 

Among larger companies, a "Director of Information Processing" 
is no longer uncommon, reflecting the larger company's ability to 
process data electronically and to capitalize on the utility and versa
tility of the computer. In some board rooms, permanent, constantly 
updated information charts enable senior management and boards 
of directors to keep in touch with each of the key aspects of the 
enterprise. 

What Needs to Be Recorded 
Elaborate systems of records may be unnecessary, although in com

plex institutions they are frequently encountered. The manager 
should decide, with advice from his immediate staff, his board, and 
his advisors, which activities best indicate the health of the business. 
This takes considerable thought, but the investment is well repaid in 
increased managerial and board knowledge and confidence. 

Once the activities are selected for examination, it is necessary to 
determine what standards will satisfy- how much net earnings, for 
what periods, how much sales expense can be tolerated, how long 
credit can be extended, and so on. Essentially, the selection of activi
ties and a determination of acceptable performance in each area are 
similar to installing a thermostat for controlling heat in a home. 
Here the range of temperature that will be tolerated is predeter
mined; the point at which energy is to be increased or decreased is 
decided by setting the thermostat. Once this decision is made, no 
more attention is required except when performance deviates from 
the control range. Management performance standards serve the 
same purpose. 

In deciding to set up records, the manager should first determine 
what he wants to accomplish with the resources entrusted to him. 
Profit is not what is left over; it is what the manager believes de
sirable and feasible in light of the proposed investment of energy, 
resources, and skill. Only after deciding what earnings margin will 
satisfy the company's needs can the manager determine additional 
benchmarks, marking specific performance of the business which will 
be acceptable. 

This sequence must be stressed. The argument here is not for the 



Records - Checkpoints for Decisions 69 

establishment of historical records, valuable though they may be in 
future years as reference for planning and verification. Rather, it is 
for the establishment of performance targets against which progress 
can be measured, and at intervals sufficiently frequent for the man
ager to change behavior whenever necessary. 

He will want to discuss his targets for the company with his board, 
with those reporting to him, with those who will share responsibility, 
and with the accountant or with his accounting advisors, who must 
know what is intended before they can set up useful records. What 
is appropriate for one company may not apply to another. When 
a board is intent upon rapid sales growth and overall expansion, 
there may be a time of less interest in return on investment. If re
turns to investors or patrons is the prime concern, then evidence of 
sales growth in itself is not a measure of success. 

Yet for any business a number of vital control points must be kept 
under careful scrutiny. For each of these, the manager needs infor
mation to measure results against planned performance, to justify 
procurement of funds from lending institutions who will not be con
vinced without adequate records, as a base for making future plans, 
and for control of his operations. 

Broadly speaking, the manager will need information about the 
following: 

I. His cash requirements, so that he can be sure of having suffi
cient money to purchase raw materials in economic quantities, to 
cover tardy accounts receivable, to meet his accounts payable includ
ing income tax liabilities, and to meet day-to-day needs as well as 
predicted capital requirements. 

2. The sources of fresh funds available to him if the need should 
arise. 

3. His production or service performance, including both the re-
sults and the cost of getting results. 

4. His sales performance and the cost of getting it. 
5. His costs of manufacturing. 
6. His overhead costs, including the investment he makes in ad

ministrative salaries and general office expense. 
7. His profit position, showing not only his net earnings as a per

centage of sales, but also net earnings measured against the invest
ment made in the business. 

8. His wage and salary expenses. 
9. His position of indebtedness and the pace at which he is re

tiring his debt. 
10. A timetable for new capital expenditures planned. 
Without such information available on a current basis, the man-
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ager is unable to control the forces that may either expand or destroy 
his business. 

But he will need other information as well, showing company 
trends as well as its present status. For example, if he has any new 
ventures under way, such as introduction of a new product, service, 
or facility, and has a deadline to meet for completing these, then he 
will need regular information about his performance to check against 
the predetermined schedule. He will want continuing information 
concerning his position in the market place - how well his product 
and services are holding up against competitive threats, how much 
competition the price of his product may be meeting at the point 
of sale, the pace at which new orders and new business are being 
received, and how quickly backlogs of orders are being shipped. 
These measurements, and many others which will suggest themselves 
to the astute manager, must be studied at regular intervals so that 
unfavorable trends can be changed before they result in harm to the 
business, and the investment of time and effort to support favorable 
trends can be increased. 

Lest a manager deciding to institute a program of regular informa
tion review make the mistake of generating data for their own sake, 
caution is needed at this point: Information on which no decision 
ever needs to be made is superfluous; records should be prepared for 
and reviewed by only the manager or management group who re
quire them to give guidance to their activities and decisions. 

Records should not be confined to assessment of internal per
formance. The manager should know where his company stands 
compared with competitors in the same industry as well as the 
performance of the firm in relation to the performance of the total 
economy. While larger companies may have the resources to gather 
their own information, there are many opportunities for even the 
smallest business to secure relevant data through banks, trade asso
ciations, municipal and state government departments, and a number 
of federal government departments with regional offices. A visit to 
each of these sources with a list in hand detailing the information the 
manager would like to have about his industry could be rewarding. 
Frequently, suppliers and customers will be happy to cooperate if the 
manager will discuss his questions with key representatives. 

While it is important to know where the company stands within 
the industry, it is absolutely vital that the manager know what his 
company is doing with its resources. Several categories of internal 
activity should be examined at regular intervals and certainly not less 
often than once a month. Where possible, he should bring his imme
diate staff together to share in the review so that the reasons for the 
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action he intends to take can be understood by his subordinates. The 
following key areas should be examined: 

1. The ratio of current assets to current liabilities. It is an indicator 
of the firm's ability to meet its current obligations. If the ratio is too 
low, a careful examination by the manager is called for. Perhaps the 
business is expanding too quickly and incurring debt faster than can 
be judiciously handled. Conversely, it may be failing to take ad
vantage of a strong cash position, which would enable expansion. 

2. The ratio of current liabilities to net worth. When current 
liabilities exceed what is owned, the business may be in serious 
trouble. Trends in this direction should be spotted in time for cor
rective action. 

3. Turnover of working capital. The degree to which the manager 
is utilizing the money available to him may be indicated by the num
ber of times he turns over his working capital, expressed as a percent
age of net sales, during given periods. 

4. Accounts receivable. The average collection period of accounts 
receivable is sometimes a good indicator of the prudence exercised 
by the manager in extending credit. Trends here should be watched 
carefully, for the management of accounts receivable has tended to 
be a major problem for small business. 

5. Inventory levels. The frequency of turnover of finished goods 
within a given period significantly affects earnings. And the level 
at which inventory is maintained - sufficient to meet customer de
mands and yet small enough to minimize the investment risk
requires constant checking. For many small businesses, careless 
inventory management is a major profit leak. 

6. Accounts payable. Regular review should indicate whether or 
not the business is taking advantage of all possible cash discounts, yet 
retaining possession of its money as long as possible. There should 
be a periodic forecast of the cash demands upon the business repre
sented in future accounts payable. 

7. Sales records. It is not enough to record sales volume, even with 
comparisons with other periods. The profit generated by sales must 
also be reviewed, by sales area or representative, by customer, and 
by product or service line. Sales expense, showing compensation as a 
separate item, should be examined in relation to the profit on sales 
generated for each segment of the business. Only in this way can 
sales expense be understood in terms of the results produced. 

8. Production. In addition to a running record of the production 
of services or goods, there should be opportunity to review regularly: 
raw material cost, the cost of direct and indirect wages, the cost of 
maintenance programs, and the amount of idle time of equipment -
all measured against predetermined standards. 
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g. Payroll. Not only should past experience with payroll costs be 
reviewed periodically, but forecasts should be made of anticipated 
indebtedness. 

IO. Profits. Net profit or earnings as a percentage of sales must be 
checked regularly, but it is essential also to know the ratio of net 
earnings to investment. This ratio indicates the effectiveness with 
which a company's capital is being put to use. 

I I. Indebtedness. A regular review of all the company's obliga
tions is essential, together with an assessment of the firm's ability to 
meet future obligations. 

To the degree that the manager is determined to direct the busi
ness, as distinct from being a passenger who steers occasionally, he 
will set aside time for periodic reviews of the performance of the 
entire enterprise. No one index or ratio will suffice to give him clues 
for fresh or amended direction. What he needs is a picture of the 
total business - an opportunity to examine progress toward each of 
the goals he and his board have agreed on. 

Seen in this light, the keeping of records is not a documentation 
of company history. It is the provision of material for managerial 
decisions concerning the survival of the business. It is not a task to 
be delegated exclusively to the accountant, for not only financial 
performance must be studied. It is a task to which all members of the 
business should be required to contribute. The responsibility of 
using to utmost effectiveness all of the resources of money, materials, 
manpower, and time that may be available must be shared by all 
members. They should also share the responsibility of reporting on 
every aspect of performance that will help the manager to make 
sound decisions. 
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CHAPTER 11 

Accounts Receivable Management 

In our conferences with headquarters management of various 
companies in the farm supply industry, including cooperatives, we 
frequently encountered concern about the handling of accounts re
ceivable at the local retail outlet level. In turn, interviews with local 
managers revealed anxiety about tardy debtors among their cus
tomers, some of whom had been clients for years. Concern about 
trade credit is growing. As might be predicted, anxiety is greatest 
in the small town where the farm supply manager seeks to protect 
his business while still assisting the survival of the long-time cus
tomer, whom he knows personally. 

The Problem 

Concern about the management of accounts receivable is by no 
means confined to the farm supply industry. Federal Reserve bul
letins indicate that accounts receivable across the United States 
increased by 240 percent between 1946 and 1960. At the end of 1960 
there was over $100 billion of trade credit outstanding among corpo
rations other than the traditional banking and finance companies. 
This was more than double the face value of loans to industry by 
the industrial and commercial banks. In effect, many big manufac
turing companies who have strong cash positions based on equity 
or borrowed capital are acting as bankers for smaller businesses -
particularly the wholesale and retail trade. A number of farm supply 
retail outlets appear to be acting as bankers for their customers, too, 
supplementing other lines of credit. 

There are a number of reasons for the growing volume of trade 
credit. Not the least of these is an attitude, with social overtones, 
that credit is something the customer takes. It is not given. The 
customer assumes he has a right to it as part of the purchase arrange
ment. He has, in fact, been encouraged to take this attitude by the 
tremendous proliferation of commercial credit companies and the 
increasing availability of bank loans - all designed to give him imme
diate possession of whatever product he needs. 

The trend to other credit sources is accelerated when banks tighten 
up their money supply. At such a time, trade credit appears to 
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expand. Indeed, accounts receivable have been increasing faster in 
total than sales, according to Federal Reserve sources. 

Greater relaxation in attitudes toward credit is indicated by the 
fact that the average number of holding days for accounts receivable 
nationally was 35 in 1956 and had increased to 45 in 1962, according 
to the National Association of Credit Management.11 

During this period, retail dollar sales increased sharply but ac
counts receivable increased at an even greater pace because of lagging 
collections. Industry desired to utilize its capacity to produce, which 
has exceeded demand by an increasing margin during the past 10 

years. Thus, the extension of time and more generous credit terms 
have been sales-getting devices designed to act in somewhat the same 
manner as price reduction. When the business needs sales, it tends 
to relax its position on credit. 

Traditionally, the manager responsible for granting credit has 
guarded against a rise in his proportion of bad debts to sales. He has 
also been concerned about holding to a minimum the percentage of 
his total orders for which payment might be overdue by a particular 
number of days. In short, the manager has tended to review his 
accounts receivable in a negative way. He would be concerned, for 
example, if the risk in holding some account open was great or if the 
age of a particular account was excessive or his experience with it 
over a period of time was poor. He would be concerned if the exist
ence of a large number of accounts receivable tended to limit avail
ability of cash. He might, with varying degrees of anxiety, decide to 
shut his eyes to an occasional credit risk, because he considered the 
necessity of gaining a particular sale to be overriding. All of these 
considerations are traditionally the concern of the manager looking 
at accounts receivable and at the granting of credit in a defensive 
manner. 

But this defensive thinking is not in tune with the economic fact 
of life that credit is here to stay. It has become a medium of exchange 
enabling the freer passage of goods or services. It involves the pros
pect of future performance. And its success rests on the confidence 
between the participants to the transaction. In this light, credit is 
seen as a factor that enables the retailer to sell more and to purchase 
more to sell. 

Some Approaches 

Beckman and Bartels, in a book entitled Credit and Collections in 
Theory and Practice, suggest that we are coming to see credit as an 
economic utility in that it gives the would-be customer earlier "posses-

nsee Carl Reeser. "The Great Credit Pump." Fortune. February 1963. 
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sion." 12 They see the management of credit to be making an active 
contribution to the earning goals of the business. They believe that 
in very large measure a credit policy reflects favorably or unfavorably 
on the public image of a business. The fact that a credit policy di
rectly affects the ability of a company to meet competition is already 
established. They argue that wise extension of trade credit might 
prove to be one of the most effective ways of utilizing the funds 
available to a company. 

According to them, the accounts receivable portion of a company's 
assets requires a totally new perspective. When one grants credit 
one is not financing an asset, one is financing a market. Through 
credit, a manager believes customer desires can be converted into 
demand, and accounts receivable should be seen as an investment 
whose payoff must be actively directed by the alert manager. That 
such direction will require an active effort is evident, for buyers have 
been encouraged for a number of years to believe that credit is there 
for the taking and do not place adequate commercial value on it. 

If credit is here to stay, and if accounts receivable are increasing 
in size, the manager should view his commitment in credit in terms 
of the implicit growth opportunities represented. He might ask such 
questions as the following: 

1. Is the amount of credit I am granting to my customers con
tributing positively to the creation of more sales? If not, is there any 
way I can cause this credit extension to do so? 

2. Have I talked over with my slow-paying customers the circum
stances in which they may find themselves and which may lead to 
their tardiness in paying me? Could I help them with advice to solve 
some of their financial problems rather than assuming that I am 
giving them all necessary assistance by my patience with their ac
counts? 

3. Have I made an objective examination of the effect that the 
terms I offer my customers have on my cash availability? Could they 
be altered to improve my cash position without endangering my 
sales? Do I know what I really need to offer by way of terms to pro
tect my sales? Do I know what my competitors are offering? Am I 
granting terms to my customers more favorable than those which I 
am securing from my suppliers and if so, should anything be done 
to bring mine, or theirs, into balance? Am I receiving proper cus
tomer appreciation of more generous credit terms than are available 
elsewhere? 

4. What is it costing me to have as much cash tied up as is repre
sented by my accounts receivable? How does this cost balance off 

12 Theodore Beckman and Robert Bartels. Credit Collections in Theory and Practice. 
New York: McGraw-Hill. 1955. p. 3-13, 35-49, 419-439, 576-587. 
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against the alternative of holding bigger inventories on my own 
premises and shipping out smaller orders to the slow-pay customers? 

Just as there is a growing tendency to perceive the prime duty of 
the sales function to be that of buying revenue for the company, so 
the prime duty of the credit manager is increasingly thought of as 
assisting the maximization of sales dollars at as high an earnings 
margin as possible. Seen in this light, the manager is in somewhat 
the same position as the banker who wants to loan his money in order 
to get a return for it, but is also most careful not to lend it where 
the risk outweighs the reward. Credit is granted as a calculated risk 
with the objective of gaining a benefit in return for services rendered. 

Of course, the local manager must not overlook the need of defend
ing against losses. In his procedure of managing accounts receivable, 
he will want to have credit information on each customer from the 
sales representatives servicing the account. He will likely have access 
to a commercial agency's rating of the customer, and he may wish 
to secure a report from either a mercantile agency or a credit inter
change agency. Perhaps a local trade bureau will be able to advise 
him as to the credit references of the customer. On occasion, he will 
use a direct inquiry or a direct mail questionnaire to discover credit 
reliability. And he will probably have developed a relationship with 
his local banker or local attorney through whom he can make in
direct checks to satisfy his concern. 

The alert manager is conscious of a number of considerations 
which professional credit managers keep in mind as they supervise 
their accounts receivable. These considerations include: 

1. The size of the order. 
2. The possibility of further business developing out of the initial 

order. 
3. Past credit policies which color the attitude toward this and 

other customers. 
4. The importance of the account to the business. 
5. The risk the customer himself faces in undertaking the pur

chase and the liability for payment it represents. 
6. The relationship between the reward to the manager and the 

risk he is incurring by selling the particular account. 
7. The total risk for the business as accounts receivable accumulate. 
It can be observed that a manager can become wedded to a particu

lar account in somewhat the same manner as an investor becomes 
wedded to a particular stock. And his discretion may become 
paralyzed. 

If the manager is actively directing his accounts receivable, he will 
also be aware that they can be used as a source of working capital. 
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Against their value he can usually borrow up to 80 percent, less the 
amount of any discounts he has offered the customers represented, 
from most banks. Such a loan at one time was considered to be a 
sign of weakness on the part of the borrower - an inability to secure 
finance in any other way. It is now regarded as an intelligent way to 
secure money on short notice and for short periods of time at a favor
able rate. For example, the alert manager may borrow against his 
accounts receivable to be able to take discounts in his accounts pay
able, which he would otherwise miss. This type of borrowing is 
characteristic of companies growing at a rate faster than contem
plated when they assumed their longer-term indebtedness. 

Accounts receivable are being sold to "factors" in increasing degree 
as an alternative to using them as security for bank loans. In contrast 
to the typical bank relationship, a factor company will buy the ac
counts receivable at a discount from the manager, and will then 
assume the responsibility of collection. Because of the risk which the 
factor assumes, and because of the service implications of managing 
the accounts, it is normally more costly to do business on a factoring 
basis than through the use of the more traditional bank loans. 

Nevertheless, factoring of accounts receivable is attracting atten
tion as a means of transferring to a financially sophisticated company 
the responsibility of managing credit - particularly where the local 
manager has no taste or skill for this job. The company which pur
chases accounts receivable will typically ask for complete financial 
statements over a number of years from the principal company. Cur
rent operating statements and balance sheets, a complete history of 
old accounts receivable and accounts payable, an inventory of ma
chinery and equipment showing original costs and current values, 
a cash budget projection, details of all real estate transactions - in 
effect, a complete financial report of the business - will usually be 
required. 

In some cases, and particularly for farm supply managers, the 
exercise of preparing such a financial review is of great advantage. 
There might not otherwise be reason to make an exhaustive assess
ment of the company's financial position, though a manager should 
be encouraged to do this at intervals. 

Another alternative is to cooperate with commercial banks, PCA's, 
credit unions, and other local credit sources in developing appropri
ate production and cost of living credit programs for customers or 
patrons. PCA's have offered "over the counter" loans for production 
items for some time and commercial banks are increasingly interested 
in financing total credit needs rather than just those parts on which 
they can claim a chattel. 

Whether the manager prefers to use his accounts receivable as 
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temporary equity or whether he prefers to factor them, the significant 
point is that this is an asset that he can use when needed. It is a chal
lenge for him to maintain his accounts receivable in as healthy a 
state as possible so that they can be converted to working capital 
when needed. 
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CHAPTER 12 

Problems for Discussion 

I. Processes of Management 

George Ferguson is the respected and able manager of J. & F. 
Enterprises, Inc., an independent company which operates a service 
station, hardware store, and feed and seed outlet in a rura~ Lown of 
about 7,500 population, serving a market area of about 30,000 per
sons. He has been given approval by his board of directors for a bulk 
propane installation on the company's premises, plus two tank trucks 
to make propane deliveries to rural customers. 

He has decided he must have help with the new venture, and has 
just appointed a new assistant manager with responsibility for de
veloping the propane business and for assisting him generally as time 
permits. 

The area served by J. & F. is enjoying rising economic prosperity, 
but the company's sales have not increased proportionally over the 
past 5 years. With extra assistance, Ferguson believes that sales can be 
increased, by adding new products and services if need be, but 
primarily by working more vigorously with present products. 

The board has advised him that they would rather see new blood 
added than an appointment made from within. So Ferguson has 
hired a young man named Dale Reynolds, who has been trained for 
management by J. & F.'s largest supplier, an enterprising and profit
able manufacturing firm, which recommends him highly. Reynolds 
has had prior experience with a manufacturer and wholesale dis
tributor of propane gas and has shown good understanding of this 
business. The board is pleased with the appointment, salary terms 
have been agreed, and Reynolds is to start work tomorrow morning. 

What are the points Ferguson should cover with Reynolds to gain 
most benefit for J. & F. from this appointment? 

2. Marketing 

Dale Reynolds, assistant manager of J. & F. Enterprises, Inc., is 
much impressed by the compact size, simplicity, sturdiness, and com
paratively low price of a line of power tools designed, manufactured, 
and sold for hobbyists by an old classmate of his in a major city in the 
next state. The tools enjoy a brisk and growing sale direct to dealers 
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in the city and nearby towns. None has appeared as yet in J. & F.'s 
home state. 

Reynolds has already pointed out to his manager that sales of 
products and services directly related to recreation are growing 
steadily across the nation. U. S. Department of Commerce statistics 
show that hobbies account for a large share of the growth. Reynolds 
feels that there could be an opportunity here for J. & F.'s expansion. 
He suggests that he could get an exclusive distributorship arrange
ment with his old friend's firm for the market area J. & F. now serves, 
or beyond if desired. 

He argues that the hobby tools would broaden J. & F.'s sales appeal 
to town residents whose purchases now represent only about 10 per
cent of the company's total revenue. Rural customers account for go 
percent and Reynolds believes that some of the larger farmers would 
also be interested in the hobby tools. 

In talking over the idea informally with J. & F.'s hardware super
visor and a member of the board, with whom Reynolds has become 
friendly, he finds enthusiastic interest. 

What are the considerations that must be weighed to determine 
whether or not J. & F. should begin to sell hobby tools as an exclusive 
distributor? 

3. Pricing 
J. & F. Enterprises, Inc., has gained exclusive selling rights in its 

market area for a new chemical fertilizer developed by a research
minded manufacturer with limited marketing strength. The fertilizer 
combines a surprisingly wide range of application with certain 
disease-inhibiting properties. To the best of manager George Fergu
son's knowledge, no other product available on the market is as 
versatile. Thus, it offers the possibility of reducing the frequency of 
applications and the expense involved in the treatment. 

Advice given him by independent, informed sources indicates that 
the product would have at least a year's lead time before any competi
tor could effectively reproduce it. Patents covering certain aspects of 
its manufacture have been applied for. 

Several of J. & F.'s directors believe that a premium price should 
be charged for the product, arguing that its versatility represents 
more value than that offered by competitors. The cost to J. & F. is 
actually less on a per unit basis than the company has to pay for 
similar products for resale, and this increased margin would mean 
additional dollars for marketing. Other directors argue that the cost 
saving should be passed on to J. & F.'s customers. In fact, the an
nouncement of a low price for a new product, which offers more than 
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its competitors, might give J. & F. the lion's share of the market, 
according to their reasoning. 

George Ferguson has pointed out to his board that there is no 
assurance of patent protection and no guarantee that a competing 
manufacturer will not come up with a similar product soon. In any 
event, to explain the virtues of J. & F.'s new offering will entail 
increased sales expense, and possibly some initial advertising invest
ment. 

In the past, J. & F. has followed a policy of marking up its prod
ucts by a fixed percentage for each of several categories, considered 
sufficient to recover costs and show a modest but consistent earnings 
margin. At the present time, a number of new ventures have placed 
some strain on the company's working capital so that the board is 
interested in finding increased earnings. 

A decision is to be made regarding the pricing for the new prod
uct. Alternatives open are to (a) ask a premium price, (b) meet the 
price of products considered competitive, or (c) announce a lower 
price than is generally the trade's pattern. 

Can an argument be developed in support of each alternative? 
Under the circumstances, which of the three choices should the 
board make? 





CHAPTER 13 

An t't'ln-Basket" Exercise 

Notes for Instructors 
1. Instruction in decision making and effective use of time is a logi

cal prerequisite of class participation in the in-basket experiment. 
2. Copies of "The Situation" should be distributed to class mem

bers, and sufficient time given for them to gain some feeling of 
the urgency we have sought to create. The instructor can empha
size this feeling by announcing the strict time limits that will be 
observed. 

3. The contents of the in-basket can then be distributed, one set 
in an envelope to each participant, but not opened until the in
structor signals the class to begin. 

4. A minimum of 20 minutes should be allowed for reading the 
contents and deciding upon appropriate action. Greater or less 
time may be predetermined by the instructor depending upon 
his knowledge of his class - but all participants should start and 
finish together on the instructor's signal. 

5. Each participant should write on each item in his basket, as 
precisely as possible, the disposition he wishes to make of it. 

6. At the finish signal from the instructor, each participant should 
replace his papers in the envelope, mark the envelope with his 
name to permit him to recover it later, and pass it two or three 
places to his right. 

7. Each participant should then open the new envelope and ap
praise the decisions made according to the scale below. His com
ments supporting the appraisal should be written on a separate 
sheet and enclosed with the papers in the same envelope when 
completed. 

8. The appraised envelopes should then be passed a second time 
two or three places to the right for a second appraisal, repeating 
step 7. 

9. Having been appraised twice, the envelopes should be returned 
to their original owners. The instructor should allow 10-15 

minutes for each participant to study the comments made by his 
associates before opening general discussion. 
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10. Questions which the instructor may find useful include: 
• Which participants allocated a priority order for handling the 

contents? Examples? 
• What reasoning supported the priorities? 
• What consequences may be predicted from some of the deci

sions made? 
·• Did any participants recognize alternatives - and reject them? 

Why? 
• Did the participants delegate to the degree possible? 
• Did they retain their discretion and initiative as "Dale Rey

nolds" or surrender to the pressures inherent in the corre
spondence? 

In general, the discussion will probably revolve around differences 
in handling the situation. When each participant has had an opportu
nity to study the two appraisals made of his decisions, he may wish to 
challenge them or defend his actions. The instructor can guide such 
discussion for the benefit of the total group. However, the partici
pants should be allowed to draw their own conclusions. 

The instructor will want to emphasize that the question of whether 
or not there is "enough time" is purely relative. In confronting any 
decision, the manager has all the time there is. How he employs it is 
indicative of the effectiveness of his management. For many, there is 
never "enough" time. 

Suggested Scale for Appraisal for Use by Participants 

In considering the dispositions made of the items in the basket, 
how well, on a scale of 1 to 10 points, do they make use of each of the 
following criteria? 

1. Determining priorities for attention -
giving first attention to those items in
volving the greatest risk or reward, 
last to those involving least. 

l ..... to ..... 10 

2. Concentration on those items requir
ing managerial attention, disregarding 
those that could properly be neglected. 

i ..... to ..... 10 

3. Willingness to delegate those items 
that could properly be delegated. 

1 ..... to ..... 10 

First 
Rating 

Second 
Rating 
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4. Adequate recogmuon of the conse
quences of decisions made. 

l ..... to ..... 10 

5. Speed and decisiveness in identifying 
what needs to be done - spending 
minimum time in rereading, resorting, 
rephrasing. 

1 ..... to ..... 10 

TOT AL POINTS ASSIGNED 
5 ..... to ..... 50 

First 
Rating 

Second 
Rating 

NOTE: Be prepared to discuss in class, if the participant whose de
cisions you are appraising requests it, your reasons for the high or 
low rating you have made. 

Name of first appraiser 
Name of second appraiser ____________ _ 

The Exercise 

The Situation 
You are Dale Reynolds, assistant manager of the J. & F. Enter

prises, Inc., reporting to George Ferguson, whom you have assisted 
generally with the management of the company for the past 6 months. 
Last week the board approved your personal recommendation that 
J. & F. should become the franchised distributor of Peerless power 
hobby tools, and you traveled to Madison, Wisconsin, to conclude 
arrangements with Peerless management last Wednesday. Having a 
hardware merchandising background, you have high hopes that this 
new line will be a winner for J. & F., and you want to prove this to 
the board and to your boss. 

Ferguson had asked you to go to Chicago Tuesday night to talk 
with the Amherst Chemical Company about speeding up deliveries 
of the new multipurpose fertilizer that J. & F. has just started to dis
tribute. He is concerned that some competitor will introduce a 
similar line soon, and wants to take full advantage of J. & F.'s lead 
time. 

You completed both assignments and returned home late Friday 
night. 

It is now Saturday morning, and you must leave again for the air
port not later than 11 :30 a.m. to board a plane for San Francisco. 
You have agreed to speak to a U.S. Department of Agriculture man
agement conference there on Sunday. Following your address, you 
plan to take advantage of the expense-paid trip to spend Monday and 
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Tuesday discussing hobby tool promotion and distribution methods 
with some successful distributors in San Francisco. Your return flight 
leaves San Francisco Wednesday morning, bringing you home about 
6:00 p.m. 

At 10: 30 a.m., one hour before you must leave for the airport, 
you have come into the office to take a look at the mail and to dictate 
reports concerning your Madison trip for your secretary to transcribe 
Monday and pass to Mr. Ferguson. 

Fertilizer 
Paul Davl5 

Fuel 
Jim ncrt 

Hardware 
John Fash 

J. &: F. ENTERPRISES, INC. 

Present Organization 

BOARD 

GENERAL MANAGER 
George Ferguson 

Feed&: Seed 
Bill Jones 

Purchasing 
Jim Egert 

Warehousing 
Fred Frick 

Personnel AccotmtJng 
Joe ChristlanR Doh Peterson 

Manu£acturing 
Les Toll 
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The "in-basket" contains the items that follow. For classroom use 
each item should be on a separate piece of paper. 

Note 

Dear Boss: 

:Sad news from home. Dad is very ill and I've had 
to go to St. Louis until my sister gets there 
Monday. Will be back on the job Tuesday morning. 
Helen can come in Saturday if you want her. 
Her number is 232-4486. And you can get me at 
GE 7-4211 in St. Louis, if you can't find things. 
I'm sure everything is in good shape. Nothing to 
worry about until Thursday. 

Mr. Ferguson wanted to know what time you'd be back 
Wednesday since our two out-of-town directors will 
be here and he'd like you to join the three of 
them for dinner at 7:30 if you get back from the 
airport in time. You can tell Helen. Don't think it 
was anything really urgent, but he didn't say. 
The mail is in the basket. There are two memos from 
Mr. Ferguson and a grievance from Fertilizer. 
You should sign the pension card because Al wants 
to send all applications to the insurance company by 
next Friday--and you won't have much time Thursday! 

Your faithful secretary 
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Telephone Message: 
Call from: Bud Winter, Rotary 
Date: 9/7/~ 
Message: Will you introduce speaker at the meeting 

next Friday? 

Telephone Message: 
Call from: Subscription Agency 
Date: 9/7/~ 
Message: Do you want to renew Playboy magazine 

subscription? 

Telephone Message: 
Call from: Insurance Agent 
Date: 9/7/~ 
Message: When can he see you to review your 

insurance program? Call him at 
office (647-3655) or home (484-3613). 

Telephone Message: 
Call from: Purchasing 
Date: 9/8/~ 
Message: Want to talk with you about installation 

of intercom system. 

Telephone Message: 
Call from: G. Ferguson 
Date: 9/9/~ 

Message: He'll be at office at noon Saturday and 
would like to see you if time permits. 
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J. & F. INTEROFFICE MEMORANDUM 

Sept. 1/-

MEMO TO: Dale Reynolds, Assistant Manager 

FROM: Personnel 

SUBJECT: Pension Plan 

The Insurance Company has now approved the new 
J. & F. Pension Plan, and enrollment is open com
mencing September 6. 

We believe all details have been covered in the 
meetings during August with each J. & F. employee. 
If you have any questions we will be happy to supply 
further information. Otherwise, please fill in the 
attached card and return it to Personnel. 

Sincerely, 

Joe 
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ABC MARKET RESEARCH, INC. 

Mr. Dale Reynolds 

Dear Mr. Reynolds: 

St. Paul 
Sept. 6/_ 

Under separate cover we are pleased to send our 
report on the market potential in the upper midwest 
for multipurpose fertilizer. Due care has been 
exercised to ensure that no one could identify the 
sponsor of the study. 

Despite the need for haste, we are satisfied that 
our findings are fully supported, and we look forward 
to discussing these with you. 

We understand that the first meeting is to be with 
you, and that you will then schedule a presentation 
to Mr. Ferguson and the board. What date will be 
convenient for you? 

Sincerely yours, 
Dick Gardner 
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GRIEVANCE 

Tuesday, 9/7/-

I charge that foreman Adamson has violated section 3 
of Article 4 of the agreement by refusing to 
permit me to transfer to the mixing job at a higher 
rate of pay when I have the most seniority and I 
previously did the work during vacation. 

Frank Smith 

Friday, 9/10/-

DISPOSITION: 
Referred to Mr. Reynolds. This man makes too many 
mistakes to be put on this important job. 

Bill Jones 

Feed & Seed 
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INTERSTATE HARDWARE MANUFACTURERS' 
ASSOCIATION 

Des Moines, Iowa 

Tuesday, 9/7/_ 
Mr. Dale Reynolds 

Dear Mr. Reynolds: 

The 1965 Conference Committee of the Association 
would be honored if you could speak to the General 
Meeting here in Des Moines on October 15. Several of 
our members have enjoyed hearing you speak in the 
past and we know of the good work you and your 
company are doing in hardware distribution. 

Please let us know if you can consider this invita
tion. Our program chairman will then arrange to 
visit you, if the answer is affirmative. 

Sincerely yours, 
Edward Teller 
Executive Secretary 
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J. & F. INTEROFFICE MEMORANDUM 

Wednesday, 9/8/~ 

MEMO TO: Dale Reynolds 

FROM: George Ferguson 

SUBJECT: Propane Truck Bids 

The two bids we have already received for the new 
propane tank trucks look encouraging. But I still 
think they're a little high. Please arrange for bids 
from two other suppliers, and let's see if we 
can't knock the price down another 5 percent. 

George 
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J. &: F. INTEROFFICE MEMORANDUM 

Wednesday, 9/8/~ 

MEMO TO: Mr. Dale Reynolds 

FROM: Purchasing 

SUBJECT: Bulk Tank Installations 

After looking over the four locations you suggested, 
we have pretty well agreed on the two at the 
south end of the state as our first priorities. 
Our best chance of increased sales seems to be there. 
If you'll give us the go-ahead, I think we can 
have the tanks in operation by October 15. 

Jim 
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J. & F. INTEROFFICE MEMORANDUM 

CONFIDENTIAL 

Thursday, 9/9/~ 

MEMO TO: Dale Reynolds 

FROM: George Ferguson 

SUBJECT: Organization Chart 

Please take a look at this rough draft of the organi
zation chart Personnel has submitted and let me 
have your comments. 

As you know, I'm depending on you to put our hardware 
and propane business on the map, and I'm inclined 
to think we may be asking too much to have Fertilizer 
report to you also. If Davis reported directly 
to me, this might be the answer. He shows a lot of 
promise and might do a great job if we gave him 
full responsibility. 

Please let me have your comments. 

'Proposed Or~ Cl.f\ t :z..a.1iof') 
-~offR'I> 

fY\A R k.t:r J /\I Gi 
Rel-\f\old.s 

Ha.rd.ware F. g 5. 
.i:-osh ]"ones 

I 
q E'N~R.AL YY\ANAG,ER. 

F"erc:i u~on 

Pon:: f\a s 11'1~ t>erSonne I ~c.m1 i "1 
E~ei-t Chris1ian<; \Jete.r.sof'\ 

l"~OD• & WfTRt:JfOUS.tN'9 
Wi lse.l\ 

~erTil1-ier- wa.rehous1119 
])a.vis i="ric.k 
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J. &: F. INTEROFFICE MEMORANDUM 

Thursday, 9/9/~ 

MEMO TO: Dale Reynolds, Assistant Manager 

FROM: Jim Bert, Propane Division 

SUBJECT: Propane Sales 

We have an interesting situation in Territory 4. 
Our new propane truck went into service on July 26 
as scheduled and I've been busy signing up new 
accounts. It looks quite promising, because we're 
ahead of budget. 

However, the Excelsior boys are really upset about 
our muscling into their territory. I bumped into 
their sales manager and the local rep at dinner 
the other night, and they're fighting mad. The brass 
claims that our policy of round-the-clock service 
is cockeyed, and he says they're going to cut their 
prices right away to show their customers that 
they're paying extra for the 24-hour service we're 
telling them is J. & F. 's way of doing business. 
Should we take another look at our prices? 
This could be a real wrestling match. 

Jim 
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TELEGRAM 

FRIDAY SEPT 10, _ 5:30 PM 

DALE REYNOLDS 

J. & F. ENTERPRISES, INC. 

WASHINGTON PHONED 

BIOGRAPHICAL SKETCH TO INTRODUCE YOU SUNDAY MORNING 
NOT YET RECEIVED STOP PLEASE INSTRUCT US 

SAUL DOAN 
DEPT OF AGRICULTURE 
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J. 8c F. INTEROFFICE MEMORANDUM 

Friday, 9/10/_ 

MEMO TO: Dale Reynolds 

FROM: George Ferguson 

SUBJECT: Power Tools 

The President tells me he has had some second 
thoughts about our franchise arrangements with 
Peerless. Only two directors voted against it at the 
board meeting last week, as you know, but I guess 
they have been talking to him in the meantime. 

I know you believe that Peerless has more to lose 
than we do. Please confirm my understanding that we 
would not be required to make any deposit. You have 
all the papers with you, but I believe you pro
posed that our only expense during the trial period 
would be sales time equivalent to one additional 
salesman for the three months. 

Bill has called a board meeting for next Friday, 
and I'd like to have your report on the Madison 
discussion in time to get our ducks in a row for the 
meeting. I know this means a lot to you, and I 
think we still do have the majority of the board in 
favor. We certainly want them all with us, 
if possible. 

George 



An "In-Basket" Exercise 99 

RANDOLPH IDGH SCHOOL 

9/8/_ 

Mr. Dale Reynolds, Assistant Manager 
J. & F. Enterprises, Inc. 

Dear Mr. Reynolds: 

I will begin a special course for farmers next month. 
One of the subjects that I hope to cover is in the 
area of farm supply businesses. Would you send me all 
the pertinent information that you feel I should 
cover in such a course to farmers. Thank you 
very much. 

Homer Sueter 
Vo-.Ag Teacher 
Randolph High School 



100 Managing the Agribusiness Firm - Ten Areas 

J. &: F. INTEROFFICE MEMORANDUM 

9/8/_ 

MEMO: TO: Dale Reynolds 

FROM: John Fosh 

I have been giving some additional thought to the 
hobby tool distribution problems that you and I have 
discussed from time to time. While I can fully 
appreciate the need to put on someone in sales to give 
the necessary emphasis to this product line, I still 
feel that the product could be handled satisfac
torily in my division. If sales were in my division 
we could coordinate all of our sales efforts in 
the hardware department more efficiently. 

I understand that you are leaving Saturday morning 
and I wonder if you could call me at home {722-6017) 
before you leave so that I might discuss a sales 
plan that I have developed for hobby tools. Also, 
perhaps it would be useful to have me join you 
in San Francisco on Monday and Tuesday when you will 
be discussing the distribution of hobby tools with 
leading distributors. 

John 
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