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Back to Reality

The function of a competitive market is to drive the 
economic return to the average producer to 
breakeven through supply and demand responses in 
both input and output markets.  In equilibrium the 
top end are profitable and growing, the average are 
hanging in there, and the bottom end are losing 
money and exiting the industry.  Business success and 
survival depend on continuous improvement at a 
pace necessary to stay in the front of the pack.



It is an economic reality that for your business 

to succeed and continue successfully beyond 

you, management must learn, adapt and 

continuously improve at the rate set by the 

leading edge of the competition and not by 

your comfort zone. 



Best Management Practices

Strategic Management is about anticipating, adapting to, driving 
and capitalizing on change.

• Wayne Gretzky quote
I recognized that I wasn’t bigger, stronger or faster than most of the 
people I played against. I believe that the biggest reason for my 
success was that most players were always going where the puck was, 
and I always tried to go where it was going to be.

• Jack Welch quote

The only truly sustainable competitive advantage is the                                                
ability to learn and adapt faster than your competition.

• Tom Peters quote from Thriving on Chaos

If it isn’t broke, you probably haven’t looked hard enough. 



TWELVE THINGS THAT 98 PERCENT OF 

COMMERCIAL AG PRODUCERS DON’T DO

1. Coordinated revenue:   cost (margin) 
management and managerial/cost 
accounting

2. What if scenarios and sensitivity 
analysis, i.e., contingency planning

3. Monitoring and analysis



TWELVE THINGS (CONT’D)

4. Accrual adjusted profitability analysis 
and changes in earned net worth

5. Autopsies

6. Benchmarking



TWELVE THINGS (CONT’D)

7. The 80:20 Rule

8. The 5 percent rule

9. Analyzing what to stop doing



TWELVE THINGS (CONT’D)

10.The E Myth principle

11.Open Communication

12.Strategic alliances, pooling 
arrangements and alternative business 
models



ALTERNATIVE FARM BUSINESS MODELS

• Capturing economies of scale, reducing costs, 

improving asset utilization, accessing greater 

technical expertise, obtaining market access

• United Food Service Purchasing Co-op (UFPC)



ALTERNATIVE FARM BUSINESS MODELS (CONT’D)

Management Companies, Service Bureaus, Joint Ventures, Alliances, Closed 
Cooperatives, Pooling, Collaborative Arrangements and Mergers

• Services, purchasing, marketing

• Older and younger farms

• Examples
• CFO and accounting services

• Risk management

• Input purchasing and contracting

• Exporting and importing

• Product and services advertising, marketing and sales (including contracting)

• Veterinary, nutritionist, and agronomic services

• Processing plants

• Fertilizer, fuel, grain storage and handling

• Feed mills

• Cold storage

• Repair shops

• Trucking

• Leasing Company

• Biofuels processing

• Self insurance /captive pools

• Machinery and equipment

• Genetics

• Human resource management services


