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FOREWORD

The development of the Agribusiness Sales, Marketing, and Management curriculum guide is the result of
suggestions by the MVATA Teaching Aids Committee. The Agribusiness Sales, Marketing, and Management
Advisory Committee suggested the topics to be included and reviewed the materials.

This curriculum contains nine units. The instructor guide includes: objectives, competencies, motivational
techniques, teaching procedures, other activities, activity sheets, transparency masters, evaluations, answers to
evaluations and activity sheets, references and teaching aids, and materials and equipment. Topics include
agriculture as an industry, economic principles in agribusiness, financial management, personal development,
communication skills, preparing for a sale, making a sale, promotional tools, and entrepreneurship. One copy
of the student reference is packaged with the instructor guide. Additional copies of the student reference can be
purchased separately.

During the summer of 1981, the Missouri State Board of Education formally adopted the concept of “Instructional
Management Systems” (IMS) as a priority for the 1981-82 school year. The Missouri Commissioner of Education
described the IMS concept as a practical way of “organizing for excellence” in education. To meet the demand
for greater productivity and accountability, the director of Vocational Education applied the elements of IMS to
form the Vocational Instructional Management System (VIMS). The VIMS process provides a framework to use
in planning and organizing to assure excellence in Missouri's vocational education system by focusing greater
attention on the management of teaching and learning.

This guide incorporates the needed components to aid agriculture teachers in the implementation of VIMS. For
ease of use, performance objectives and competencies have been included at the beginning of the guide as well
as incorporated within each lesson. A competency profile has been provided in the front of the guide for
convenient record keeping.

Richard Linhardt, Professor
Agricultural Education
University of Missouri-Columbia

Terry Heiman, Director

Agricultural Education

Department of Elementary and
Secondary Education
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COMPETENCIES/OBJECTIVES
UNIT | - AGRICULTURE AS AN INDUSTRY

1. Explain the role of agriculture in today's economy.

2. Identify opportunities for employment in agribusiness sales, marketing, and management.

UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

1. Describe how supply and demand interact to determine the price of agricultural commodities.

2. Determine the point of maximum net returns (profit) given a sample list of inputs and outputs and the
prices of each.

3. Determine the per-unit fixed and variable costs of producing a given output.

4. Determine the most profitable amount of substitution for inputs and/or outputs in an agribusiness.

5. Identify the opportunity cost of choosing one economic alternative over another.

6. Identify the major markets for price discovery in the United States.

7. Explain how the government is involved in the economics of agriculture.

UNIT lll - FINANCIAL MANAGEMENT
1. Explain how to manage financial resources.
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2. Develop a budget.
3. Describe the sources of credit and credit guidelines.
4, Develop a savings and investment plan as part of a complete financial plan.

UNIT IV - PERSONAL DEVELOPMENT

1 Describe how to develop a positive work attitude.

2 Describe how to develop positive workplace relationships.

3 Describe how to receive and give criticism.

4, Describe what is considered to be ethical behavior in the workplace.
5. Use goals to plan projects and solve problems.

6 Develop stress management techniques.

7 Develop a plan for finding a job.

8 Develop a resume and complete a job application.

9 Explain how to apply and interview for a job.

UNIT V - COMMUNICATION SKILLS

1. Utilize verbal and nonverbal communication skills, as well as effective listening.
2. Use written communication skills in the sales process.

3. Describe the proper use of communications technology.

UNIT VI - PREPARING FOR A SALE

1. Differentiate between selling environments and the salesperson's role in each of these environments.
2 Identify different communication styles and use this information to improve the sales presentation
technique.

Describe the factors that motivate a person to make purchases and how to identify these factors in an
individual.

Describe how to obtain product, company, and industry knowledge and use it in a sales presentation.
Identify potential customers and the best method for approaching them.

w

NIT VI - MAKING A SALE

Demonstrate techniques for building rapport with customers.

Identify customer needs.

Recognize the steps and tools involved in constructing an effective sales presentation.

Demonstrate techniques for closing a sale.

Identify the activities the salesperson must do after the sales presentation to maintain a long-term
relationship with the customer.

OhNOAC O

UNIT VIII - PROMOTIONAL TOOLS

1. Describe the components and purpose of a promotional campaign.
2. Develop a print advertisement.
3. Develop a public relations campaign.

UNIT IX - ENTREPRENEURSHIP

Describe the basic concepts of a free market system.
Identify the forms and characteristics of business ownership.
Identify and evaluate business opportunities.

Prepare an income statement.

Prepare a balance sheet.

Summarize cash flow and project a statement of cash flows.
Describe how to obtain financing for a business.

Explain the importance of making business decisions.

NGO AN~

EVALUATION

1. Give short, objective tests following each lesson and a more in-depth objective test at the conclusion of the
unit.
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2. Observe the changes in behavior as evidence of the improved ability of students to deal with problems in this
unit using background information acquired from earlier units.

3. Observe students’ attempts to solve similar problems in their supervised agricultural experience programs.
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AGRIBUSINESS SALES, MARKETING, AND MANAGEMENT

TEACHING CALENDAR
Periods for Classroom Length for Activity Sheets (AS)
Instruction/Activities

Unit |, Lesson 1 2 AS 1.1 30 min.
Unit |, Lesson 2 3 AS 2.1 __ 2 class periods
Unit I, Lesson 1 8 AS 1.1 30 min.
Unit Il, Lesson 2 8 AS 2.1 30 min.

AS 2.2 30 min.

AS 2.3 30 min.
Unit I, Lesson 3 6 AS 3.1 10 min.

AS 3.2 30 min.
Unit ll, Lesson 4 6 AS 4.1 30 min.

AS 4.2 30 min.
Unit Il, Lesson 5 5 AS 5.1 10 min.

AS 5.2 30 min.
Unit Il, Lesson 6 12 AS 6.1 20 min.

AS 6.2 40 min.
Unit Il, Lesson 7 3 AS 7.1 2 class periods
Unit 1ll, Lesson 1 5 AS 1.1 20 min.

AS 1.2 20 min.

AS 1.3 30 min.

AS 14 30 min.
Unit Ill, Lesson 2 3 AS 2.1 30 min.

AS 2.2 30 min.

AS 2.3 30 min.

AS 2.4 30 min.
Unit lll, Lesson 3 3 AS 3.1 30 min.
Unit lll, Lesson 4 5 AS 4.1 20 min. _
Unit IV, Lesson 1 1 AS 1.1 20 min.
Unit IV, Lesson 2 2 AS 2.1 30 min.
Unit IV, Lesson 3 2 AS 3.1 30 min.
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Periods for Classroom

Length for Activity Sheets (AS)

Instruction/Activities

Unit IV, Lesson 4 3 AS 4.1 30 min.
AS 4.2 20 min.

Unit IV, Lesson 5 2 No activity

Unit IV, Lesson 6 2 No activity

Unit IV, Lesson 7 3 AS 7.1 30 min.

Unit IV, Lesson 8 5 AS 8.1 1 class period
AS 8.2 30 min.

Unit IV, Lesson 9 5 AS 9.1 1 class period
AS 9.2 30 min.

Unit V, Lesson 1 3 AS 1.1 15 min.
AS1.2 1 class period

Unit V, Lesson 2 2 AS 2.1 30 min.

Unit V, Lesson 3 3 AS 3.1 1 class period

Unit VI, Lesson 1 2 No activity

Unit VI, Lesson 2 2 No activity

Unit VI, Lesson 3 2 AS 3.1 20 min.

Unit VI, Lesson 4 4 AS 4.1 1 class period
AS 4.2 1 class period

Unit VI, Lesson 5 4 AS 5.1 30 min.
AS% 1 1/2 class periods

Unit VII, Lesson 1 2 AS 11 30 min.

Unit VII, Lesson 2 3 AS 2.1 30 min.

Unit VII, Lesson 3 2 No activity

Unit VII, Lesson 4 6 AS 4.1 20 min.
AS 4.2 1 class period
AS 4.3 3 class periods

Unit VII, Lesson 5 2 AS 5.1 30 min.

Unit VIII, Lesson 1 2 AS 1.1 30 min.

Unit VIII, Lesson 2 3 AS 2.1 1 class period

Unit VIII, Lesson 3 2 AS 3.1 20 min.

Unit IX, Lesson 1 2 AS 1.1 30 min.
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Periods for Classroom

Length for Activity Sheets (AS)

Instruction/Activities
Unit IX, Lesson 2 2 AS 2.1 30 min.
AS 2.2 30 min.
Unit IX, Lesson 3 12 AS 3.1 20 min.
AS 3.2 1 class period
Unit IX, Lesson 4 3 AS 4.1 30 min.
Unit IX, Lesson 5 3 AS 5.1 15 min.
AS 5.2 40 min.
Unit IX, Lesson 6 4 AS 6.1 15 min.
AS 6.2 40 min.
AS 6.3 20 min.
AS 6.4 40 min.
Unit IX, Lesson 7 3 No activity
Unit IX, Lesson 8 3 AS 8.1 20 min.
AS 8.2 30 min.
AS8.3 30 min.
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AGRIBUSINESS SALES, MARKETING, AND MANAGEMENT

Competency Profile

Directions: Evaluate the student by checking the appropriate number or letter to indicate the degree of competency. The rating for each task
should reflect employability readiness rather than the grades given in class.

Rating Scale: 3 Mastered - can work independently with no supervision
2 Requires Supervision - can perform job completely with limited supervision

1 Not Mastered - requires instruction and close supervision

N No Exposure - no experience or knowledge in this area

-

Agriculture as an Industry
Explain the role of agriculture in today’s economy

Identify opportunities for employment in agribusiness sales,
marketing, and management

Other:

Economic Principles in Agribusiness

Describe how supply and demand interact to determine the
price of agricultural commodities

Determine the point of maximum net returns (profit) given a
sample list of inputs and outputs and the prices of each
Determine the per-unit fixed and variable costs of producing a
given output

Determine the most profitable amount of substitution for inputs
and/or outputs in an agribusiness

Identify the opportunity cost of choosing one economic
alternative over another

Identify the major markets for price discovery in the United
States

Explain how the government is involved in the economics of
agriculture

Other:
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Financial Management

Explain how to manage financial resources
Develop a budget

Describe the sources of credit and credit guidelines

Develop a savings and investment plan as part of a complete
financial plan

Other:

Personal Development

Describe how to develop a positive work attitude
Describe how to develop positive workplace relationships
Describe how to receive and give criticism

Describe what is considered to be ethical behavior in the
workplace

Use goals to plan projects and solve problems
Develop stress management techniques

Develop a plan for finding a job

Develop a resume and complete a job application

Explain how to apply and interview for a job
Other:
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Communication Skills

Utilize verbal and nonverbal communication skills, as well as
effective listening

Use written communication skills in the sales process
Describe the proper use of communications technology
Other:

Preparing for a Sale

Differentiate between selling environments and the
salesperson’s role in each of these environments

Identify different communication styles and use this information
to improve the sales presentation technique

Describe the factors that motivate a person to make purchases
and how to identify these factors in an individual

Describe how to obtain product, company, and industry
knowledge and use it in a sales presentation

Identify potential customers and the best method for
approaching them

Other:

. Making a Sale

Demonstrate techniques for building rapport with customers
Identify customer needs

Recognize the steps and tools involved in constructing an
effective sales presentation

Demonstrate techniques for closing a sale

Identify the activities the salesperson must do after the sales
presentation to maintain a long-term relationship with the
customer

Other:

»

PNO O AW

Promotional Tools

Describe the components and purpose of a promotional
campaign

Develop a print advertisement

Develop a public relations campaign

Other:

Entrepreneurship

Describe the basic concepts of a free market system
Identify the forms and characteristics of business ownership
Identify and evaluate business opportunities

Prepare an income statement

Prepare a balance sheet

Summarize cash flow and project a statement of cash flows
Describe how to obtain financing for a business

Explain the importance of making business decisions
Other:




AGRIBUSINESS SALES, MARKETING, AND MANAGEMENT

Student Names

UNIT | - AGRICULTURE AS AN INDUSTRY

1. Explain the role of agriculture in today’s
economy.

2. I|dentify opportunities for employment in
agribusiness  sales, marketing, and
management.

UNIT I - ECONOMIC PRINCIPLES IN

AGRIBUSINESS

1. Describe how supply and demand interact
to determine the price of agricultural
commodities..

2. Determine the point of maximum net
returns (profit) given a sample list of inputs
and outputs and the prices of each.

UNIT il - FINANCIAL MANAGEMENT

1. Explain how to manage financial resources.

2. Develop a budget.

3. Describe the sources of credit and credit
guidelines.

4. Develop a savings and investment plan as
part of a complete financial plan.

UNIT IV - PERSONAL DEVELOPMENT

1. Describe how to develop a positive work
attitude.

2. Describe how to develop positive workplace
relationships.

3. Describe how to receive and give criticism.

4. Describe what is considered to be ethical
behavior in the workplace.

5. Use goals to plan projects and solve
problems.

6. Develop stress management techniques.
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Student Names
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8.

9.

Develop a plan for finding a job.

Develop a resume and complete a job
application.
Explain how to interview for a job.

UNIT V - COMMUNICATION SKILLS

1.

2.

3.

Utilize verbal and nonverbal communica-
tion skills, as well as effective listening.
Use written communication skills in the
sales process.

Describe the proper use of communica-tion
technology.

UNIT VI - PREPARING FOR A SALE

1.

5.

Differentiate between selling environments
and the salesperson’s role in each of these
environments.

ldentify different communication styles and
use this information to improve the sales
presentation technique.

Describe the factors that motivate a person
to make purchases and how to identify
these factors in an individual.

Describe how to obtain product, company,
and industry knowledge and use it in a
sales presentation.

Identify potential customers and the best
method for approaching them.

UNIT VIl - MAKING A SALE

1.

2.

Demonstrate techniques for building
rapport with customers.

Identify customer needs.

Recognize the steps and tools involved in
constructing an effective sales presenta-
tion.

Demonstrate techniques for closing a sale.



Student Names

5. ldentify the activities the salesperson must
do after the sales presentation to maintain
a long-term relationship with the customer.

UNIT Vil - PROMOTIONAL TOOLS

1. Describe the components and purpose of a
promotional campaign.

2. Develop a print advertisement.
3. Develop a public relations campaign.

UNIT IX - ENTREPRENEURSHIP

1. Describe the basic concepts of a free
market system.

2. ldentify the forms and characteristics of
business ownership.

3. Identify and  evaluate  business
opportunities.

4. Prepare an income statement.
5. Prepare a balance sheet.

6. Summarize cash flow and project a
statement of cash flows.

7. Describe how to obtain financing for a
business.

8. Explain the importance of making business
decisions.



UNIT | - AGRICULTURE AS AN INDUSTRY

Lesson 1:

Agriculture Today

Competency/Objective:  Explain the role of agriculture in today's economy.

Study Questions
1. What are the major sectors of agricuiture in the United States?
2. How do the sectors fit together?
3. How does agriculture affect the economy of the United States?
4, How does American agriculture affect the international economy?
References
1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit I.
2. Transparency Masters .
a) TM1.1: Agricultural Industry
by TM1.2: Agricultural Employment in Missouri, 1990
3. Activity Sheet
a) AS1.1: The Agricultural Industry



UNIT I - AGRICULTURE AS AN INDUSTRY

Lesson 1:  Agriculture Today

TEACHING PROCEDURES

A.

Introduction

Agriculture has been, is now, and will always be an industry critical to the United States. Improved
technology has made it possible for the nation to produce more and better products with fewer and fewer
people. Because the United States is blessed with abundant resources and the ability to produce vast
amounts of agricultural goods, the world looks to it as the leading source of food and fiber products. To
achieve this high level of production, today's agricultural producers rely on agribusiness firms and their
employees to meet their production needs. The thousands of agribusinesses in the United States provide
the financing, processing, distribution, wholesale, and retail services needed to support the production of
agricultural products. This lesson will discuss the major sectors of agriculture and explain how they fit
together to form a diverse industry that is vital to the economies of both the United States and the world.

Motivation

Bring in a sample of soybeans or corn. Make three columns on the blackboard. Label the first column
“Production Needs,” the second column “Product Uses,” and the third column “Consumers and Processors
of Products.” Ask the students to identify the production needs for growing soybeans or corn, their uses,
and their consumers and processors. List the responses and then discuss the different sectors of
agriculture and how they are linked to the information in the columns.

Assignment
Supervised Study
Discussion

1. Using AS 1.1, have students fill out the first two columns of the activity sheet by listing the different
agricultural businesses in the community and then identifying the sector of the agricultural industry
to which each business belongs. The class could be broken up into groups of three or four to fill
out the activity sheet together.

What are the major sectors of agriculture in the United States?

a) Production

b) Manufacturing
)] Service

d) Marketing

2. Discuss with students how the sectors of agriculture interact to support the production of agricultural
goods. Refer to TM 1.1. Have students fill in the third column of AS 1.1 by describing the function
of each business in connection to the other sectors.

How do the sectors fit together?
The production sector relies on the manufacturing and service sectors of the agricultural industry
for the inputs for production and on the processing sector to utilize the outputs.

a) Manufacturing - includes businesses that make such things as fertilizer and chemicals, feed,
and machinery that are needed for production; producers who supply feed and breeding
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b)

c)

stock to other producers; and processing plants that transform the output of agricultural
production into goods for the consumer

Service - includes credit agencies that provide financial support for production, insurance
companies that protect producers against losses, and federal and state government
agencies that provide price supports, conservation and planning services, and information
on agricultural research to producers

Marketing - includes companies that transport raw and processed agricultural goods to
wholesalers and retailers who sell those goods to other businesses or to consumers; also
includes businesses engaged in the transport and sale of the goods made by the
manufacturing sector for agricultural production

Ask the students to describe ways in which the agriculture industry is critical to the U.S. economy.
Remind them that the agriculture industry includes the manufacturing of farm machinery and
supplies and the processing and distribution of agricultural commodities and products that are made
from them. Display TM 1.2.

How does agriculture affect the economy of the United States?

a)

b)
c)

d)
e)

f)

g)

Agriculture generates a huge amount of revenue, more than any other industry, in the
domestic and international markets.

The agricultural industry employs more people than any other industry in the United States.
The United States agricultural industry can produce, process, market, and distribute food at
a lower price than any other nation in the world, leading to savings for consumers.
Demand due to expanding international markets for U.S. agricultural products creates better
prices for products, generating more revenue for producers.

Trade stimulates producers to make the best use of resources, improving efficiency and
reducing prices for consumers.

Trade balances established by the export of agricultural goods allow the importation of food
products not widely produced in the United States, increasing the variety and lowering the
price of food for consumers in the United States.

Trade balances influence the volume of non-food products imported.

Discuss with students how important the exportation of agricultural products is not only to the U.S.
economy but also to the economies of other nations. Have students describe the effect of American
agriculture on the international economy.

How does American agriculture affect the international economy?

a)
b)

c)

d)

Many countries rely on U.S. exports for food supplies.

Agricultural imports and exports make more products available to the people of each country,

helping to increase the standard of living throughout the world.

Expanding markets through international trade helps all countries to improve the use of

resources and increase economic output.

The U.S. agricultural industry benefits industries in other countries.

1) U.S. agricultural producers, processors, manufacturers, and distributors buy
machinery, equipment, and supplies from other countries.

2) Petroleum products are imported to operate machinery and equipment.

Trade in international markets plays an important part in international diplomacy and foreign

relations.



Other Activities

Break the class up into small groups of three or four students. Ask each group thefollowing question: Should
the United States feel obligated to produce enough food to supply the world's needs even if it means
producing fewer products that are not necessary for life for citizens of this country? Give the students in each
of the groups about 20 minutes to discuss the question and then let each group present their findings to the
class. After the presentations, have an open class discussion.

Conclusion

The agricultural industry of the United States encompasses more than just production. It includes thousands
of agribusinesses that support the production of foods and fibers. The agricultural industry plays a critical role
in the economy of the United States and in the international economy.

Answers to Activity Sheet

AS 11

Answers will vary.

Answers to Evaluation

1. d

2. d

3. a

4. Production, manufacturing, service, marketing

5. Federal and state government agencies provide price supports, conservation planning services, and
research to producers of agricultural products.

6. Answers should include any three of the following:

. Agriculture generates more revenue than any other industry.

. The agricultural industry employs more people than any other industry in the United States.

. The U.S. agricultural industry can produce, process, market, and distribute food at a lower price
than any other nation in the world, leading to savings for consumers.

. Demand due to expanding international markets for U.S. agricultural products creates better
prices for products, generating more revenue for producers.

. Trade stimulates producers to make the best use of resources, improving efficiency and so
reducing prices for consumers.

. Trade balances established by the export of agricultural goods allow the importation of food
products not widely produced in the United States, increasing the variety and lowering the price
of food for consumers in the United States.

. Trade balances influence the volume of non-food products imported.

7. Answers should include any three of the following:

. Many countries rely on U.S. exports for food supplies.

. Agricultural imports and exports make more products available to the people of each country,
helping to increase the standard of living throughout the world.

. Expanding markets through international trade helps all countries to improve the use of
resources and increase economic output.

. The U.S. agricultural industry benefits industries in other countries.

. Trade in international markets plays an important part in international diplomacy and foreign
relations.



UNIT | - AGRICULTURE AS AN INDUSTRY Name

Lesson 1:  Agriculture Today Date

EVALUATION

Circle the letter that corresponds to the best answer.

1. Retailers who sell preducts made from the output of the production sector are in what sector of agriculture?
a. Production
b. Service
c. Manufacturing
d. Marketing

2. Which of the following describes a function of the manufacturing sector of the agricultural industry?

Provides insurance to protect the producer against losses incurred during production
Sells the outputs of agricultural production to the consumer

Transports agricultural goods to market for sale to consumers

Makes items like fertilizer and chemicals, feed, and machinery for use by producers

aoop

3. How can expanding the trade of agricultural products to other countries affect American farmers?

a. Expanding agricultural product markets to other countries helps farmers get a better price for their

products.

b. Expanding agricultural product markets to other countries causes farmers to get less money for their
products.

c. Expanding agricultural product markets to other countries has no effect on American farmers.

d. Expanding agricultural product markets to other countries raises the costs of production.

Complete the following short answer questions.
4. Name the four major sectors of agriculture.
a.
b.
c.
d.

5. What inputs do government agencies provide for agricultural production?



6. What are three ways agricultural industries affect the U.S. economy?

a.

7. What are three ways that the trade in agricultural goods affects the international economy.

a.



Agricultural Industry

6l

FOREIGN TRADE FINANCE GOVERNMENT | [MANUFACTURERS MINING PRODUCERS
AND SUPPORTS OF OF SELLING
INSURANCE MACHINERY CHEMICALS TO OTHER
] | 11 AND | AND | PRODUCERS
(Service SUPPLIES MINERALS
Manufacturing
Marketing) (Service) (Service) (Manufacuring) (Manufacturing) (Manufacturing)
INPUTS TO

AGRICULTURAL PRODUCTION
AGRICULTURAL PRODUCTION

CROP, LIVESTOCK, AND POULTRY AND FISH PRODUCTION

OUTPUTS FROM
AGRICULTURAL PRODUCTION

WHOLESALE
PROCESSING AND
TRANSPORTATION
AND
(Manufacturing) RETAIL TRADE
(Marketing)
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™ 1.2

Agricultural Employment in Missouri, 1990

Wholesale &
Retail Trade 53.1%

—d Agricultural
LiarServices 1.7%

.............

Boiiii] Indirect
y, oo/ Agribusiness
2.3%

Source: Economic Research Service
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UNIT | - AGRICULTURE AS AN INDUSTRY AS 1.1

Lesson 1: Agriculture Today Name

The Agricultural Industry

Objective: Identify the businesses that are included in the various agricultural sectors and the relationships
between the sectors.

Identify businesses in your community involved in agriculture, their agricultural sectors, and their
connection to other sectors in terms of their function.

Name of Community Sector of the Agricultural Relationship to Other Sectors
Agricultural Business Industry
Ex. Farm supply store Marketing Sells needed inputs to the

production sector
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Name of Community
Agricultural Business

Sector of the Agricultural
Industry

Relationship to Other Sectors
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UNIT | - AGRICULTURE AS AN INDUSTRY
Lesson2:  Opportunities in Agribusiness Sales, Marketing, and Management
Competency/Objective:  Identify opportunities for employment in agribusiness sales, marketing, and
management.
Study Questions
1. What is the history of agricultural employment?
2. What are the future trends for employment in agriculture?

3. What are some of the career opportunities in the United States in agribusiness sales,
marketing, and management?

4, What are some of the career opportunities internationally in agribusiness sales, marketing,
and management?

References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit I.

2. Transparency Master
a) ™ 2.1: Two Hundred Years of Agricultural Production
3. Activity Sheet

a) AS 2.1: Career Research
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UNIT | - AGRICULTURE AS AN INDUSTRY

Lesson 2:  Opportunities in Agribusiness Sales, Marketing, and Management

TEACHING PROCEDURES

A.

Review

Lesson 1 discussed how agricultural production, manufacturing, service, and marketing fit together to form
the U.S. agricultural industry, which is an important source of food and fiber for the world. In this lesson,
the history of employment in agribusiness and the current and future career opportunities in agribusiness
sales, marketing, and management will be discussed.

Motivation

Emphasize to students that choosing a career is one of the most important decisions that they will make
in their lives. Ask students what they think are important factors to consider when making career choices.
Explain to them that knowing the educational needs, salary, location, and job availability of a particular
career will help them make decisions. Point out that their choice of career will affect the rest of their lives.
For example, discuss these figures from the Economic Policy Analysis web page
(http//www.epinet.org/fids19.html, accessed on May 13,1997).

Educational Level Average Hourly Wage (1995)
Less than high school $8.16
High school diploma $10.46
Some coliege $11.64
College degree $17.26
Advanced degree $22.81
Assignment
Supervised Study
Discussion
1. Discuss with students how the production of agricultural goods has changed over the past 200

years. Describe how agriculture has changed from primarily self-sustaining farms to the diverse
agricultural industry of today. Discuss how changes in technology have made agricultural
production a small but very important part of the agricultural industry. Refer to TM 2.1.

What is the history of agricultural employment?

a) In subsistence farming, farms were self-sustaining units for growing crops and raising
livestock primarily to meet the needs of the farm families. Most of the farm tools and clothing
were homemade.

b) Agribusiness began with farmers trading excess crops and livestock for things that they
could not produce, such as salt and sugar.

c) The nineteenth century brought improved methods of farming (i.e., new tillage methods) and
the beginning of modern agricultural technology.

1) 1834 - McCormick reaper
2) 1837 - John Deere steel plow
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9)
h)

By the late nineteenth century, the foundation of the modern agricultural industry was in
place as the producers of agricultural goods relied on manufacturers and suppliers for inputs
and on other agribusinesses to process and sell their goods.

By the early twentieth century, the era of the self-sustaining farm was almost over.
Technology and specialization were spreading at a rapid pace.

By mid-century, agricultural production had increased and greater benefits began to be
realized, causing more reliance on agribusinesses.

Between 1950 and 1975, the agricultural industry developed more rapidly than ever before.
Today the U.S. agricultural industry is a diverse industry consisting of producers (only
2 percent of the population in 1995) and thousands of agribusinesses and their employees.

Discuss the present and future needs of agribusinesses for employees trained in various areas,
including agricultural management, sciences, mechanics, supply and services, and production.

What are the future trends for employment in agriculture?

a)
b)
c)

d)

e)

The need for employees to work on corporate farms has increased dramatically.

Trained employees are needed in agricultural manufacturing, processing, and marketing.
Employees trained in computer technology will be needed to operate new monitoring and
control systems for production and other agribusinesses.

Individuals who are trained in the management and monitoring of pesticides, groundwater
contamination, disposal of animal waste, and many other ecological concerns will be
necessary to satisfy the growing concern for a safe and healthy environment.

Employees who have a background in nutrition and food science will be needed to address
health issues in the production of food.

Discuss specific career opportunities in agricultural sales, marketing, and management. Have
students choose careers that they might like to pursue. After they have completed AS 2.1, each
of the students should present his or her findings to the class.

What are some of the career opportunities in the United States in agribusiness sales,
marketing, and management?

a)

b)

Careers in sales and marketing, many of which involve wholesale and retail sales,

1) May or may not require travel

2) Vary in terms of the skills and education required, with some positions requiring only
a high school diploma and no special knowledge or skills, and others requiring a
university degree and a great deal of technical knowledge; may include on-the-job
training for advancement

3) Usually pay a straight salary for retail sales positions and a commission or salary plus
commission for wholesale sales positions

4) Require an outgoing personality, initiative, persistence, good communication skills,
and a willingness to learn about the product or service being sold in order to become
a better salesperson.

Careers in management, including farm equipment factories, feedlots, corporate farms, and

businesses involved in retail and wholesale sales,

1) Generally require a college degree or technical education beyond high school and a
varied amount of experience in the field; may include on-the-job training for

advancement
2) Require the ability to direct, train, and work with people
Career titles

1) Retail sales manager

2) Retail salesperson

3) Wholesale sales manager
4) Wholesale salesperson

5) Personnel manager
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6) Plant manager
7) Commodities trader
8) Corporate farm manager

4, Discuss careers in international sales and marketing. Note that many of the U.S. businesses
involved in the sale, marketing, processing, and manufacturing of agricuitural goods do business
in international markets and that trained agribusiness employees are needed for these jobs.

What are some of the career opportunities internationally in agribusiness sales, marketing,
and management?

a) Career opportunities in agricultural export sales, international marketing, agribusiness
management, distribution systems, and international product development and
packaging
1) Require specialized education and training, with an educational background that
includes the study of a foreign language along with international finance,
international trade, international law, or marketing

2) Allow individuals in entry-level positions with an education in agriculture to obtain
training for other positions in the international market

b) Career descriptions in export sales
1) Salesperson working directly for a processor or manufacturer

2) Employee of an export brokerage firm
Other Activities
1. Have students visit some agricultural businesses in the community. Ask different people working
in these businesses to talk to the students about the training and educational needs of their careers.
Have them describe their responsibilities and the availability of jobs.

2. Have students with part-time jobs in agribusinesses talk about the different career opportunities at
the businesses where they are employed.

Conclusion

Agricultural production in the United States has changed dramatically over the past 200 years, from
subsistence farming, employing a large proportion of the population, to corporate farming, employing a
small segment of the population to produce high yields. At the same time, the agricultural industry has
shifted away from just production to include a wide variety of agribusinesses. A multitude of career
opportunities are available in the thousands of agribusinesses that support agricultural production.
Answers to Activity Sheet

AS 2.1

Answers will vary.

Answers to Evaluation

1. c
2. d
3 a

4, Agribusiness began when farmers started trading excess crops for such things as sugar and salt.
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Answers may include any three of the following.

. The need for employees to work on corporate farms has increased dramatically.

. Trained employees are needed in agricultural manufacturing, processing, and marketing.

. Employees trained in computer technology will be needed to operate new monitoring and
control systems for production and other agribusinesses.

. Individuals who are trained in the management and monitoring of pesticides, groundwater

contamination, disposal of animal waste, and many other ecological concerns will be
necessary to satisfy the growing concern for a safe and healthy environment.

. Employees who have a background in nutrition and food science will be needed to address
health issues in the production of food.

A person interested in export sales might work directly for a processor or manufacturer as a
salesperson operating in foreign markets. He or she might also find a job at an export brokerage
firm.
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UNIT | - AGRICULTURE AS AN INDUSTRY Name

Lesson 2:  Opportunities in Agribusiness Date

Sales, Marketing, and Management

EVALUATION

Circle the letter that corresponds to the best answer.

1.

What did John Deere invent in 1837 that helped farmers increase production?

a. Steam tractor
b. McCormick reaper
c. Steel plow

d. Gasoline tractor

How much educational experience is necessary to obtain a job in agricultural management without the
benefit of on-the-job training or experience?

a. Less than a high school education
b. High school diploma

c. Some college experience

d. College degree

In 1995, how many people were involved in production?

2 percent of the population
3 percent of the population
4 percent of the population
5 percent of the population

coow

Complete the following short answer questions.

4.

5.

What activity by farmers in early America formed the basis of the agricultural industry?

What are three future trends for employment in agriculture?

a.
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6.

What job opportunities are available to a person interested in export sales?
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2%
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UNIT | - AGRICULTURE AS AN INDUSTRY AS 2.1

Lesson2:  Opportunities in Agribusiness Sales, Marketing, Name
And Management

Career Research
Objective: Identify opportunities for employment in agribusiness sales, marketing, and management.

Pick a career that you are interested in and research to find the following information. You should
interview people in your community with that particular career, if possible. You may also use reference
materials such as the Dictionary of Occupational Titles, Occupational Outlook Handbook, and Guide for
Occupational Exploration. They may be available at your library or counselor’s office.

1. What are the educational requirements for the career you have chosen?

2. Where can this education be obtained?

3. What is the average salary of someone working in this career?

4, In what area of the country would you have to live if you choose this career?

5. What are the job responsibilities of someone working in this career?
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6. What is the job market like for someone looking for work in this career?

Prepare a presentation on the career based on your research. Make sure to answer the following
questions in your presentation:

. Why are you interested in this career?

. What are the educational requirements for the career, and where can this type of education be obtained?

. What is the average salary?

. Where are job opportunities available? Would you have to move to obtain this job?

. What are the job responsibilities?

. What is the job market outlook?

. Having completed your research, would you consider entering this career?
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Divider should read:

Unit [. Agriculture as an
Industry



Agribusiness Sales,
Marketing, and Management

Curriculum Guide: Agribusiness Sales, Marketing, and Management

Unit: I. Agriculture as an Industry

Unit Objective:

Students will explore agribusiness career opportunities by researching
positions at a specific company and submitting their findings in a written
report.

Show-Me Standards: 1.2, CA4

References:

Agribusiness Sales, Marketing, and Management. University of Missouri-
Columbia, Instructional Materials Laboratory, 1997.

Business and Company Resource Center. MOREnet (Missouri Research &
Education Network). Accessed May 5, 2003, from
http:/ /www.more.net/online/index.html.

Students will use additional outside sources to complete this activity.

Instructional Strategies/Activities:

e Students will engage in study questions in lessons 1 through 2.

e Students will complete AS 1.1, The Agricultural Industry.

e Additional activities that relate to the unit objective can be found under
the heading “Other Activities” in the following location: p. I-19 (1, 2).

Performance-Based Assessment:

Each student will select a specific agribusiness company and research three
specific positions, one each in sales, marketing, and management. Students
will submit their findings in a 400- to 500-word written report, which
summarizes each position and describes those positions’ individual and
collective roles in the company’s overall mission.

Assessment will be based on the completeness of the report with significant
weight given to content, organization, details, and thoroughness. Spelling,
grammar, punctuation, and capitalization also will be factors in the
assessment.
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Agribusiness Sales, Marketing, and Management

Unit I—Agriculture as an Industry
Instructor Guide

The instructor should assign the performance-based assessment activity at the
beginning of the unit. Students will work toward completing the activity as
they progress through the unit lessons. The assessment activity will be due at
the completion of the unit.

1.

Each student should select a specific agribusiness company from a national
agribusiness directory.

a.

b.

This company will serve as the subject of research on jobs in the categories
of sales, marketing, and management.

After identifying the company, each student will contact the company’s
public relations department for a copy of the latest annual report.
Students will also contact the company’s human relations department for
job descriptions of specific positions in sales, marketing, and management.

After completing the research, each student will write a 400- to 500-word
report about his or her findings.

a.

b.

The report will include information about three positions (one each in
sales, marketing, and management).

The report should provide a summary that includes the following
information on each position.

Q Job description

Q Salary range

O Necessary experience

Q Educational requirements

Also, the report should include a brief analysis of each job’s role in
relation to the other two jobs and in relation to the company’s overall
mission.

Students may not use source material word for word and must provide a
complete bibliography of their sources along with their report.

Assessment will be based on the completeness of the report.

a.

b.
C.

Among the attributes to be evaluated will be content, organization,
accuracy of details, and thoroughness.

The job summaries and analysis will each be assessed separately.
Technical aspects of the written report, such as grammar, spelling,
punctuation, and capitalization, will be factors in the assessment.

¢ Page3 ¢



Agribusiness Sales, Marketing, and Management

¢ Paged ¢



Agribusiness Sales, Marketing, and Management

Unit I—Agriculture as an Industry
Student Handout

1.

Select a specific agribusiness company from a national agribusiness directory.

a. This company will serve as the subject of your research on jobs in sales,
marketing, and management.

b. After identifying the company, contact the company’s public relations
department for a copy of the latest annual report.

c. Also contact the company’s human relations department for job
descriptions of specific positions in sales, marketing, and management.

After completing the research, write a 400- to 500-word report about your
findings.
a. The report will include information about three positions (one each in
sales, marketing, and management).
b. The report should provide a summary that includes the following
information on each position.
Q Job description
Q Salary range
O Necessary experience
Q Educational requirements
c. Also, the report should include a brief analysis of each job’s role in
relation to the other two jobs and in relation to the company’s overall
mission.

You may not use source material word for word and must provide a
complete bibliography of the sources along with your report.

Assessment will be based on the completeness of the report.

a. Among the attributes to be evaluated will be content, organization,
accuracy of details, and thoroughness.

b. The job summaries and analysis will each be assessed separately.

c. Technical aspects of the written report, such as grammar, spelling,
punctuation, and capitalization, will be factors in the assessment.
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Unit I—Agriculture as an Industry

Agribusiness Sales, Marketing, and Management

Scoring Guide Name
Assessment Area | Criteria 0 Points | 1 Point 2 Points | 3 Points | 4 Points | Weight | Total
Sales Job o Content O criteria | 1 criterion | 2 criteria | 3 criteria | All4 X 5.625
0 Organization met met met met criteria
0 Accuracy of details met
0 Thoroughness
Marketing Job 0 Content 0 criteria | 1 criterion | 2 criteria | 3 criteria | All 4 X 5.625
0 Organization met met met met criteria
0 Accuracy of details met
0 Thoroughness
Management Job 0 Content 0 criteria | 1 criterion | 2 criteria | 3 criteria | All4 X 5.625
0 Organization met met met met criteria
0 Accuracy of details met
0 Thoroughness
Analysis o Content O criteria | 1 criterion | 2 criteria | 3 criteria | All4 X 5.625
0 Organization met met met met criteria
0 Accuracy of details met
0 Thoroughness
Technical 0 Spelling 0 criteria | 1 criterion | 2 criteria | 3 criteria | All 4 X285
Considerations o Grammar met met met met criteria
0 Punctuation met
0 Capitalization
TOTAL
Final Assessment Total /100 pts.

Comments:
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 1:

Supply and Demand

Competency/Objective:  Describe how supply and demand interact to determine the price of agricultural

commodities.

Study Questions

1.

2.

10.

1.

12.
References

1.

Explain the difference between demand and quantity demanded.
Explain the difference between supply and quantity supplied.
What determines price?

Define the Law of Demand and show how it can be illustrated.
What factors may shift the demand curve?

Define the Law of Supply and show how it can be illustrated.
What factors may shift the supply curve?

What is the point of equilibrium?

What are the two basic types of goods demanded by consumers?
Define elasticity and the three types of elasticity.

How are demand price elasticity and supply price elasticity calculated?

What is the importance of determining demand or supply price elasticity?

Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit II.

Transparency Masters

a) T™M1.1: What Determines Price?
b) ™ 1.2: Blank Graph

c) ™ 1.3: Shifts in Demand

d) ™ 1.4 Shifts in Supply

e) TM 1.5: Demand Price Elasticity
f) T™ 1.6; Supply Price Elasticity
Activity Sheet

a) AS1.1: Supply and Demand Curves
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UNIT It - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 1:  Supply and Demand

TEACHING PROCEDURES

A

Review

This unit discusses basic economic principles, which are tools used for decision making in every type
of agricultural business. This lesson is about the laws of supply and demand. It also describes how
price is determined.

Motivation

Purchase some cans of soft drinks, preferably enough for the whole class. Bring the soft drinks to class
and place them in a closed container before students arrive so they will not be aware of the quantity that
you have. Pull the first can out and auction it off to the highest bidder. Have the student wait before
drinking it. Next, auction off another can to the highest bidder with the same stipulation. Finally, pull the
rest of the cans out and try to obtain the highest price for each can sold. Record all prices and quantities
on the board. Return the money to the students.

NOTE: It is suggested that the instructor check with the principal concerning school policy before
using the above example. Chewing gum or candy may be used instead of soft drinks.

Assignment

Supervised Study

Discussion

1. Discuss the definition of demand in contrast to quantity demanded with students.
Explain the difference between demand and quantity demanded.
Demand for a product or commodity is the amount that buyers are willing and able to purchase at
different prices at a given time and place. Quantity demanded is how much buyers are willing to
buy at each specific price.

2. Have students discuss the definition of supply and quantity supplied.
Explain the difference between supply and quantity supplied.
Supply is the amount of product or commodity that producers are willing and able to provide at
different prices at a given time and place. Quantity supplied is how much suppliers are willing to

provide at each specific price.

3. Ask students how price is determined. Refer to TM 1.1. Discuss with students what happens if
either demand changes while supply holds constant or vice versa, emphasizing the effect on price.

What determines price?
Price is the result of the interaction of the forces of supply and demand. If demand increases or

decreases without a change in supply, the price will rise or fall, respectively. If supply increases or
decreases without a change in demand, the price will drop or rise, respectively.
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Ask students to discuss the Law of Demand and graph some sample demand curves. Use TM 1.2
to graphically illustrate the Law of Demand.

Define the Law of Demand and show how it can be illustrated.

a) Law of Demand - When the price of a product is increased with no change in factors other
than price, less product will be purchased. When price falls, more product will be purchased.

b) Demand schedule - A set of prices and the corresponding quantities that would be
purchased at those prices at a given time and place.

c) Demand curve - A graphic illustration of a demand schedule.

Discuss with students the factors that may cause the demand curve to shift. Referto TM 1.3.
What factors may shift the demand curve?

a) Consumer income - per capita income
b) Population - number of consumers

c) Individual taste

d) Price of competing products

e) Consumer expectations

f) Advertising and promotions/salespeople

Discuss the Law of Supply and graph some sample supply curves with students. Refer to TM 1.2.
Define the Law of Supply and show how it can be illustrated.

a) Law of Supply - When the price of a product is lowered, assuming there is no change in
factors other than price, less of the product will be supplied. When the price increases, more
of the product will be supplied.

b) Supply schedule - A listing of the amount of a product that the industry is willing to offer for
sale at different prices.

c) Supply curve - A graphic illustration of a supply schedule.

Discuss the factors that may cause the supply curve to shift. Referto TM 1.4.
What factors may shift the supply curve?

a) Supplier expectations

b) Natural forces, such as flood and drought

c) Storage availability and perishability of the product
d) Cost of production

e) Advancement of technology

f) Government programs

Discuss with students the point of equilibrium, and determine the market price and quantity using
the graphs of supply and demand completed earlier. Refer to AS 1.1 and TM 1.2.

What is the point of equilibrium?

a) The point of equilibrium is the point at which the supply and demand curves cross and
equilibrium price can be determined.

b) Equilibrium price is the price at which supply and demand are equal.

c) If the price is too high:
1) Supply will be greater than demand.
2) A surplus will develop.
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10.

11.

12.

d) If the price is too low:
1) Demand will be greater than supply.
2) A shortage will result.
e) Market clearing price is when supply is equal to demand.

Discuss with students the classification of items demanded by consumers.
What are the two basic types of goods demanded by consumers?

a) Luxury items - Goods and services that are generally considered nonessential to the survival
or well-being of an individual.

b) Necessity items - Goods and services that are generally considered essential to the survival
or well-being of an individual.

Discuss with students the elasticity of a market.
Define elasticity and the three types of elasticity.

a) Elasticity is the measure of how sensitive the market is to changes in price or quantity.

b) The gap fluctuates due to the ability of products to substitute for each other, the increase or
decrease in supply or demand, income changes in the population that buys the product, or
price increases or decreases demanded by buyers and sellers.

c) The three types of elasticity are inelastic, elastic, and unit elastic.

1) Inelastic - Change in price is greater than the relative change in quantity.
2) Elastic - Change in price is less than the relative change in quantity.
3) Unit elastic - Change in price is equal to the change in quantity.

Discuss with students the elasticity of prices. Refer to TM 1.5 and TM 1.6. Demand-price elasticity
is the amount of change in demand due to a certain change in price. Supply-price elasticity is the
amount of change in supply due to a certain change in price.

How are demand price elasticity and supply price elasticity calculated?

a) Demand price elasticity =

% change in quantity demanded (@ - Q)+ Q
or E, -2 W™
% change in price (P, - P) + P,

b)  Supply price elasticity =

% change in quantity supplied or E - Q- Q)+ Q
% change in price * (P,-P) =P,

Discuss with students how they would use demand and supply elasticities in making business
decisions.

What is the importance of determining demand or supply price elasticity?

a) The demand price elasticity allows an agribusiness manager to estimate how much
quantity demanded will change when price goes up or down.
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b) The supply price elasticity allows an agribusiness manager to estimate how much production
will change when the price goes up or down.

Other Activities

Obtain livestock and crop reports and other sources of information on current trends, and discuss supply
and demand and how they affect price.

Conclusion

The point where the supply and demand curves cross is known as the point of equilibrium, which is the
point of the market clearing price. This point is caused by the interaction of supply and demand, which is
the amount sold or bought at a given price and at a given time and place. The items available on the
market can be classified as either luxury or necessity items. The sensitivity of the market to change can
be measured and is referred to as elasticity.

Answers to Activity Sheet

AS 1.1

80

70

60

TS

1H
T

¢ Equilibrium Point

S0

40

Price ($)
I\

30

20

10

10 20 30 40 50 60
Quantity

Answers to Evaluation

1 d 10. a
2 d 11. b
3 c 12. ¢
4 b 13. d
5 a 14. a
6 c 16. ¢
7 c 16. a
8 b 17. ¢
9 a
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS Name

Lesson 1:  Supply and Demand Date

EVALUATION

Circle the letter that corresponds to the best answer.

1. In the diagram shown below, which line most closely represents a normal demand curve?
a a
b b q C b
c c
d d P /
AN 2

Q

2. The price received for an agricultural commodity is determined by which of the following:

a. Supply and unit elasticity

b. Customer desires and performance

c. Demand and family income

d. Quantity produced and the quantity consumed or purchased

3. If both demand and supply increased equally for an agricultural product, what would be the results on the
quantity of the product sold and the price received?

The same quantity will be sold at the same price.
An increased quantity will be sold at a lower price.
An increased quantity will be sold at the same price.
An increased quantity will be sold at a higher price.

coop

4, The higher the price of milk, all other things being equal, the quantity consumed:

Will increase.

Will decrease.

Will not change.

Cannot be predicted from information given.

apop

5. When the change in price is greater than the relative change in quantity produced, an agricultural
commodity is said to be:

a. inelastic

b. Elastic

c. Unitary elastic
d. Necessity
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10.

11.

12.

Successful advertising increases demand, thus the demand curve for the product advertised would be:

a Unchanged, but more would be sold at a lower price.
b. Unchanged, but less would be sold at a higher price.
c Shifted to the right.

d. Shifted to the left.

An increase in the supply of an agricultural commodity due to government programs results in a shift of
the supply curve:

Unchanged, but more would be sold at a lower price.
Unchanged, but less would be sold at a higher price.
Shifted to the right.

Shifted to the left.

aoop

The amount of an agricultural product available for sale at different prices at a given place and time is
called:

a. Demand.
b. Supply.
c. Market.
d. Utility.

Relative to demand, most basic agricultural products tend to be:

a. Inelastic.

b. Elastic.

c. Unitary.

d. None of the above.

What happens to the equilibrium price of a commodity when the supply increases and the demand
increases equally?

a. It stays the same.

b. It becomes lower.

c. It becomes higher.

d. There is not sufficient information available to predict.

is how responsive the amount of an agricultural product produced or consumed would
be to a change in price.

a. Price

b. Elasticity

c. Consumption
d. Supply

As price of an agricultural product increases, the supply:

a. Decreases.

b. Equalizes.

c. Increases.

d. Remains unchanged.
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is a set of various prices and corresponding quantities of a particular agricultural
commodity that would be purchased at each price.

a. A supply schedule

b. An elasticity schedule
c. A quantity schedule
d. A demand schedule

The amount of a good or service that would be purchased at different prices at a specific time and place
is called:

a. Demand
b. Supply
c. Market
d. Utility

The equilibrium price of an agricultural product is the point where:

a. Demand and price are constant.

b. Production is stable at a given price.

c. Production (supply) is equal to consumption (demand).
d. Selling price equals purchasing price.

The diagram shown below represents which of the following curves?

A supply curve

An equilibrium curve
A demand curve

A unit elasticity curve

aoow

The equilibrium price of an agricultural commedity, at a particular point in time, can be determined by
using:

The demand schedule.

The supply schedule.

Both the supply and the demand curve.

Both the demand schedule and the demand curve.

aoop
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™ 1.1

What Determines Price?

Price is the interaction of the forces of supply and demand.

When supply is heavy or demand is light, the price goes down.
When demand is heavy or supply is light, the price goes up.
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Price ($)

Blank Graph

™ 1.2

Quantity
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™13

Shifts in Demand

1) If the initial demand for barbed wire is D,, the
quantity demanded would be Q,, and price
would be P..

2) If demand shifted to D,, quantity demanded
equals Q,, and price equals P,.

3) If demand shifts to D,, quantity demanded
equals Q,, and price equals P,.
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™14

Shifts in Supply

Q,0,0,
1) If the initial supply for roller bearings is S,, the

quantity supplied would be Q,, and price would
be P..

2) If supply shifts to S,, quantity supplied equals
Q,, and price equals P,.

3) If supply shifts to S,, quantity supplied equals
Q,, and price equals P,.
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS 11

Lesson1:  Supply and Demand Name

Supply and Demand Curves
Objective: lllustrate supply, demand, and the equilibrium point on a graph.

Graph the supply and demand curves on the blank graph on the back of this sheet. Label each curve and
the equilibrium point.

Supply of Firewood
Cords Offered

Price/Cord for Sale

$75 45

$65 35

$55 25

$45 15

$35 5

Demand for Firewood
Cords Purchased

Price/Cord

$75 5

$65 15

$55 25

$45 35

$35 45
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Price ($)

80

70

60

50

40

30

20

10

10

20

30 40
Quantity
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 2:

The Principle of Diminishing Returns

Competency/Objective: ~ Determine the point of maximum net returns (profit) given a sample list of inputs and

outputs and the prices of each.

Study Questions

1.

References

1.

Define the following terms: total product (TP), marginal product (MP), and average product
(AP).

What is the relationship between total product (TP), marginal product (MP), and average
product (AP)?

What is meant by diminishing physical returns?
What is meant by diminishing economic returns?
At what point is maximum profit reached?

What is the difference between the point of maximum production and the point of maximum
profit?

Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit Il.

Transparency Masters

a) T™ 2.1: Production Function

b) ™ 2.2 Maximizing Profits in Manufacturing

c) T™ 2.3 Blank Graph

d) ™™ 2.4: Maximizing Profits in Lawn Care Service

e) T™ 2.5: Maximizing Profits in a Swine Production Facility

Activity Sheets

a) AS 2.1: Maximizing Profits in Manufacturing

b) AS 2.2: Maximizing Profits in Lawn Care Service

c) AS 2.3: Maximizing Profits in a Swine Production Facility
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson2:  The Principle of Diminishing Returns

TEACHING PROCEDURES

A.

Introduction

Lesson 1 discussed the differences between demand and quantity demanded and between supply and
quantity supplied. Demand for a product or commodity is the amount that buyers are willing and able to
purchase at different prices at a given time and place. Quantity demanded is how much buyers are willing
and able to buy, at each specific price. Supply is the amount of product or commodity that producers are
willing and able to produce at different prices at a given time and place. Quantity supplied is how much
suppliers are willing and able to provide at each specific price. Lesson 2 is about diminishing returns. The
principle of diminishing returns is an important economic concept. It states that at some point in time the
marginal product decreases with each additional unit of input.

Motivation
lllustrate the principle of diminishing returns by using the example of a student who is hungry for

hamburgers. Draw charts or graphs to show how much hunger is satisfied with each hamburger. Ask
students the following questions.

1. How many hamburgers can you eat?

2. How much satisfaction would you get from the first hamburger?

3. Is the second hamburger as good as the first?

4. How many hamburgers will it take to give you 100 percent satisfaction?

5. What happens if you continue to eat after 100 percent satisfaction?
Assignment

Supervised Study

Discussion

1. Discuss with students the definitions of total product (TP), marginal product (MP), and average
product (AP).

Define the following terms: total product (TP), marginal product (MP), and average product
(AP).

a) Total product (TP) - total output or yield

b) Marginal product (MP) - change in output resulting from each additional unit of input

c) Average product (AP) - total amount of output produced divided by the number of units of
input

2. Discuss how total product (TP), marginal product (MP), and average product (AP) relate to each
other. Discuss the production function using TM 2.1.
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What is the relationship between total product (TP), marginal product (MP), and average
product (AP)?

a) As TP increases at an increasing rate, MP and AP also increase, but AP increase more
slowly than MP.

b) As TP increases, first MP begins to decrease, then AP begins to decrease.

c) When MP and AP cross, the TP begins to increase at a decreasing rate.

d) When TP is at its maximum level, MP equals zero, and AP is still positive.

e) Once MP becomes negative, TP begins to decrease.

Ask students to discuss possible meanings of the principle of diminishing returns. Explain how the
amount of satisfaction obtained from eating hamburgers is a good example of diminishing returns.
Then, guide the students as they work through examples as a group. Remind students they are
looking at only one variable in the examples, but diminishing returns often involve several variables.
Work through AS 2.1 (TM 2.2) with students. Have them graph TP, AP, and MP on the blank graph
provided (use TM 2.3). Compare the completed graph with the production function on TM 2.1. For
more practice, do AS 2.2 (TM 2.4) and AS 2.3 (TM 2.5).

What is meant by diminishing physical returns?

a) The principle of diminishing physical returns states that at some point in time, the marginal
product decreases with each additional unit of input.
b) Examining diminishing physical returns requires calculating marginal input, marginal product,
and average product.
1) Calculate the marginal input (i.e., the difference between the initial amount and the
next level of input).
2) Calculate the marginal product (MP) for each level of production (i.e., the difference
between the initial amount of total product (TP) and the next level of total product).
3) Calculate the average product (AP) for each level of production (j.e., the total product
divided by the total number of units of input).

Discuss the meaning of the principle of diminishing returns. Explain the difference between marginal
input cost (MIC) and marginal revenue product (MRP). Using AS 2.3 and 2.4, have students graph
the total revenue (TR), MIC, and MRP curves.

What is meant by diminishing economic returns?

a) The principle of diminishing economic returns states that beyond some point, marginal
economic returns decrease with each additional unit of input.
b) Determining the most profitable level of production requires calculating total cost, marginal
input cost, total revenue, and marginal revenue product.
1) Calculate total cost (TC) for each level of input (i.e., units of input multiplied by cost
per unit).
2) Calculate marginal input cost (MIC) for each level.

MIC = change in cost ($)

change in input
3) Calculate total revenue (TR) for each level of production (i.e., the units of output

multiplied by the price per unit).
4) Calculate marginal revenue product (MRP) for each level.

MRP = change in revenue
change in input (marginal input)
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5. Discuss the point at which maximum profit is reached. Use the completed activity sheets to
demonstrate the point of maximum profit.

At what point is maximum profit reached?
Maximum profit occurs when net economic returns are at their greatest point (MIC = MRP).

6. Ask students to discuss the difference between maximum production and maximum profit. The
completed graph from either AS 2.3 or 2.4 may be used to demonstrate the difference.

What is the difference between the point of maximum production and the point of maximum
profit?

a) Maximum production is when production is at its highest possible level.
b) Maximum profit is when net economic returns are at their greatest point (MIC = MRP).
c) Maximum profit always occurs at a level of production that is lower than maximum
production.
Other Activities

Discuss real-life examples of diminishing returns (e.g., studying for a test, eating a favorite food, staying
out late with friends, fertilizing crops).

Conclusion

After a certain point, the economic returns for each successive unit of a variable resource added tend to
decline. However, one should continue adding inputs as long as MIC is less than MRP. In order to receive
maximum profit, expand production until MIC = MRP.

Answers to Activity Sheets

Answers to AS 2.1

No. of No. of Hog
Workers Feeders/Day MI AP MP TR MRP TC MIC
1 5 XX 5 XX 50 XX 80 XX
2 1.4 1 7 9 140 115 160 80
3 3.9 1 1.3 25 390 250 240 80
4 5.2 1 1.3 1.3 520 130 320 80
5 6.2 1 1.2 1.0 620 100 400 80
6 6.8 1 1.1 6 680 60 480 80
7 6.8 1 9 0 680 0 560 80

How many workers are needed? 5 workers (MRP > MIC)
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Units of Output

o

o
//

e,
|
I
1 2 3 4 5 6 7 (workers)
Units of Input

Total Product = «eeeeeeevemanecenne.

Average Product - «—e——ee—-. -

Marginal Proguct - ————eeme

Answers to AS 2.2
No. of No. of Lawns
Workers per Week (TP) Ml AP MP TR MRP TC MIC

1 12 1 12 12 360 XX 100 XX
2 25 1 12.5 13 750 380 200 100
3 35 1 11.6 10 | 1,050 300 300 100
4 44 1 11 91 1,320 270 400 100
5 50 1 10 6| 1,500 180 500 100
6 55 1 9.2 51 1,650 150 600 100
7 58 1 8.3 3| 1,740 80 700 100
8 60 1 7.5 2| 1,800 60 800 100
9 61 1 6.8 1 1,830 30 900 100
10 60 1 6 -1 1,800 -30 1000 100

How many workers should Chris hire? 6 workers
How many lawns should she service? 55 lawns
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55

50 +

45 ;

40

35

Units of Output

25

15 Aoy 1
10 N

1 2 3 4 5 6 7 8 9 .1‘0 (workers)
Units of Input
Total Product =~ =eeeeeennenceen
Average Proguct ——ce—ec—.—
Marginal Product
Answers to AS 2.3

Weight of Lbs. of

Hogs (TP) AP Feed Fed Ml | MP TR MRP TC MIC
210# XX 650 XX | XX 94.50 | XXX 58.50 | XXX
220# 32 694 44 | 10 99.00 | 4.50 62.46 | 3.96
230# 31 739 45 | 10 | 103.50 | 4.50 66.51 | 4.05
240# 31 785 46 | 10 | 108.00 | 4.50 7065 | 4.14
250# .30 832 47 | 10 | 112.50 | 4.50 74.88 | 4.23
260# 30 881 49 | 10 | 117.00 | 4.50 79.29 | 4.41
270# .29 932 51 10 | 121.50 | 4.50 83.88 | 4.59
280# .28 984 52 | 10 | 126.00 | 4.50 88.56 | 4.68
290# .28 1037 53 | 10 | 130.50 | 4.50 93.33 | 4.77

At what weight should hogs be marketed? 260 Ibs (MRP > MIC)
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Answers to Evaluation

1.

onkwn

Irrigation Fertilizer Mi MIC BUS./ACRE (TP) MP MRP
YES 0 XXX XXX 102 XXX XXX
YES 1 1 7.20 122 20 40
YES 2 1 7.20 137 15 30
YES 3 1 7.20 146 9 18
YES 4 1 7.20 152 6 12

NO 0 XXX XXX 85 XXX XXX
NO 1 1 7.20 97 12 24
NO 2 1 7.20 105 8 16
NO 3 1 7.20 109 4 8
NO 4 1 7.20 110 1 2

b

d

d

d

b
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS Name

Lesson 2.  The Principle of Diminishing Returns Date

EVALUATION

Using the following information, calculate the Mi, MIC, MP, and MRP for each of the test plots. These
numbers will then be used to answer the following questions.

1. The ABC Fertilizer Company has decided to run a fertilizer test on a new product it has developed. The
company'’s research field will be used for the test. The field is divided into ten equal-size test plots. Five
plots have been irrigated, and five have not. The researchers applied different amounts of fertilizer to each
of the test plots. The company plans to sell the corn produced in the plots for about $2.00 per bushel. The
fertilizer cost is $7.20 per unit.

Irrigated Fertilizer Marginal Marginal Bus./Acre Marginal Marginal
Input Input (TP) Product Revenue
Cost
Yes 0 XXX XXX 102 XXX XXX
Yes 1 122
Yes 2 137
Yes 3 146
Yes 4 152
No 0 XXX XXX 85
No 1 97
No 2 105
No 3 109
No 4 110

Circle the letter that corresponds to the best answer.
2. Iffertilizer costs 18¢ per pound, what is the marginal input cost of one unit?

18¢ times yield

18¢ times 40 pounds

18¢ times change in yield

It is different for irrigated and non-irrigated corn.

aoow

3. Ifthe expected com price is $2 per bushel, what is the most profitable level of fertilization for irrigated corn?

a. 1unit

b. 2units
c. 3units
d. 4units
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If the expected price of com is $2 per bushel, what is the most profitable level of fertilization for non-irrigated
corn?

0 units
1 unit

2 units
3 units

apop

Which of the following items would tend to increase the profit-maximizing level of fertilizer?

Lower fertilizer price

Higher than expected corn price
Irrigating

All of the above

o op

If a producer plans to produce corn with an irrigation cost of $50 per acre, which of the following should the
company recommend to the producer?

Irrigated corn with 3 units of fertilizer
Irrigated corn with 4 units of fertilizer
Non-irrigated corn with 3 units of fertilizer
Non-irrigated corn with 4 units of fertilizer

apow
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Units of Output

™ 21

Production Function

.’

2 3 4 5 6 * 7
Units of Input

Total PrOduct ]
Marginal Product mmmmeccscscasm.

Average PrOduct R R EEE Y
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Maximizing Profits in Manufacturing

No. of
Workers

No. of
Hog
Feeders/
Day

Mi

AP

MP

TR

MRP

TC

MIC

5

XX

XX

XX

XX

1.4

3.9

5.2

6.2

6.8

Njojlo|h|jlWOWIN|—

6.8

How many workers are needed?

¢CiNL



Units of Output

Blank Graph

Units of Input
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Maximizing Profits in Lawn Care Service

No. of
Workers

No. of Lawns
per Week
(TP)

Mi

AP

MP

TR

MRP

TC

MIC

12

XX

XX

XX

XX

25

35

44

50

55

58

60

Ol |INOoO|O||WOWID|—

61

-t
o

60

How many workers should Chris hire?

How many lawns should she service?
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS 2.1

Lesson 2:  The Principle of Diminishing Returns Name

MAXIMIZING PROFITS IN MANUFACTURING

Objective: Calculate marginal input, average product, marginal product, total revenue, total cost, marginal
revenue product, and marginal input cost.

Jerry is a manager for the Do-Rite Agricultural Manufacturing Company. The company is considering expanding
its manufacturing operation to building small portable hog feeders. There is a limited amount of space and
equipment to get started, and Jerry has been asked to estimate how many new workers will be needed. Jerry
has compiled the following information about the relationship between the number of workers used and the
number of hog feeders that can be built in one day. Workers will be paid $80/day. Returns from hog feeders will
be $100 each.

Calculate the amount of marginal input, average product, marginal product, total revenue, total cost,
marginal revenue product, and marginal input cost. Then answer the question below.

No. of No. of Hog
Workers Feeders/Day | Ml | AP | MP TR MRP TC MIC

1 5 XX XX XX XX
1.4

3.9

5.2

6.2
6.8

Njojlals~ |lw N

6.8

How many workers are needed?

Graph the total product, average product, and marginal product curves on the graph on the back of this
sheet.
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Units of Output

Units of Input
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UNIT It - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS22

Lesson2:  The Principle of Diminishing Returns Name

MAXIMIZING PROFITS IN LAWN CARE SERVICE

Objective: Calculate marginal input, average product, marginal product, total revenue, total cost, marginal
revenue product, and marginal input cost.

Chris owns a lawn and garden center and sells trees, shrubs, flowers, and other lawn and garden products. She
knows there is a demand in the area for a complete lawn care service, since she already has customers that want
the service. Chris has the equipment that will be used, but she is not sure how many workers she will need. She
knows she can hire students to work about 20 hours per week to mow and trim lawns. She wants to do as many
lawns as possible with the equipment she has available. Employees will be paid $100 per week, and the income
for each lawn will be $30. Chris has put together the following information.

Calculate the amount of marginal input, average product, marginal product, total revenue, total cost,
marginal revenue product, and marginal input cost. Then answer the questions below.

No. of No. of Lawns per
Workers Week (TP) Mi AP MP TR MRP TC MIC

12 XX XX XX XX
25
35

—

44
50

55
58
60
61
60

O |o|N]|]oOjo |~ ]O]N

-
o

How many workers should Chris hire?

How many lawns should she service?

Graph the total product, average product, and marginal product on the graph on the back of this sheet.
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Units of Output

Units of Input
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS 23

Lesson2:  The Principle of Diminishing Returns Name

MAXIMIZING PROFITS IN A SWINE PRODUCTION FACILITY

Objective: Calculate marginal input, average product, marginal product, total revenue, total cost, marginal
revenue product, and marginal input cost.

Ashley is a manager for a large hog producer. The division of the company she manages receives the hogs at
about 210 pounds and raises them to market weight. She is not sure of the most profitable weight at which to
market the hogs. Ashley decides to do some research and come up with some estimates using the market price
and feed cost, which are $45/cwt and $.09 per pound of feed.

Calculate the amount of marginal input, average product, marginal product, total revenue, total cost,
marginal revenue product, and marginal input cost. Then answer the questions below.

Weight of Hogs (TP) | AP FEZZ‘ g;d mi | P | TR |MRP | TC | MIC
210# XX *650 xx | xx |o450 | xxx | 5850 | xx
2204 694
2304 739
240# 785
2504 832
260# 881
270# 932
2804 984
290# 1087

At what weight should hogs be marketed?

* 650 pounds of feed were needed to get the hog to 210 pounds.

1l-49



UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 3:

Fixed and Variable Costs

Competency/Objective:  Determine the per-unit fixed and variable costs of producing a given output.

Study Questions

1. What are fixed costs?

2. What are the five types of fixed costs?

3. What are variable costs?

4, When do variable costs become fixed?

5. How is total cost calculated?

6. How are average variable cost (AVC), average fixed cost (AFC), and average total cost (ATC)
calculated?

7. How can per-unit cost be used to make decisions?

8. What is the difference between the short and the long run?

References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit II.

2. Transparency Masters
a) TM 3.1: Fixed and Variable Costs
b) T™M 3.2: Classification of Costs
c) TM 3.3 Total Cost
d) T™M 3.4: Time Relationship

3. Activity Sheets
a) AS 3.1; Classification of Costs

b) AS 3.2 Fixed and Variable Costs
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 3:

Fixed and Variable Costs

TEACHING PROCEDURES

A

Review

The last lesson (Lesson 2) covered the principle of diminishing returns, which states that at some point in
time the marginal product and marginal economic returns decrease with each additional unit of input.
Maximum profit occurs when net economic returns are at their greatest point (MIC = MRP). In this lesson,
the difference between fixed and variable costs will be discussed.

Motivation

Use the example of the costs associated with operating a car to introduce the concept of fixed and variable
costs. Develop a list of the costs of operating a car on the board using these leading questions:

ONoOOTA~ N~

How many of you own a car?

How many of you drive a family car?

If you drive a family car, what costs do you have to pay?

If you own a car, what costs do you have to pay?

Are all the costs of operating a car alike?

What will be the cost of oil to you if you do not drive the car in the next year?

What will be the interest cost at 10 percent on $4,000 if you do not drive the car in the next year?
What other costs are associated with owning and operating a car?

Assighment

Supervised Study

Discussion

1.

Discuss the definition of fixed costs, associating “fixed” with “constant.” Remind students that the
goal of any business is to maximize profit.

What are fixed costs?

a) Fixed costs are costs that remain constant regardless of the level of production.
b) Sometimes fixed costs are referred to as ownership costs or overhead costs.
c) They are expenses that have to be paid on a regular basis.

Ask students to name the types of costs classified as fixed.
What are the five types of fixed costs?

The DIRTI Five fixed costs are:
a) Depreciation

b) Interest

c) Repairs and Shelter

d) Taxes

e) Insurance

Ask students to discuss the definition of variable costs. Display TM 2.1 to illustrate the difference
between fixed and variable costs. Using AS 3.1 and TM 3.2, have students classify costs as fixed
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or variable. You may want to refer back to the motivation and talk about variable expenses, such
as that of fuel, that occur with owning or operating a car.

What are variable costs?
Variable costs change in relationship with the level of production or the amount of use.

Discuss with students how variable costs may become fixed. Give students an example, such as
the cost of seed corn becoming fixed after the seed has been planted.

When do variable costs become fixed?

Once an item has been purchased its cost is fixed. The money has been spent and cannot be
spent elsewhere.

Ask students how total cost is calculated. Using TM 3.3, illustrate total cost. Hand out AS 3.2 and
have students calculate fixed, variable, and total costs.

How is total cost calculated?
Total cost is equal to the fixed costs plus the variable costs.

Discuss with students the importance of average variable cost (AVC), average fixed cost (AFC), and
average total cost (ATC).

How are average variable cost (AVC), average fixed cost (AFC), and average total cost (ATC)
calculated?

a) Avc-T1%
Q

b  AFc = TFC
Q

o Arc-T1C
Q

Ask students to describe how per-unit cost can be used to make decisions in an agribusiness.
How can per-unit cost be used to make decisions?

Businesses use per-unit cost figures when making decisions because these figures reduce the
values to equal units, such as tons, acres, or bushels. Businesses are generally interested in
having low per-unit costs.

Discuss with students the influence of fixed and variable costs on short- and long-run decisions,
using TM 3.4.

What is the difference between the short and the long run?
a) The short run is a period during which costs are both fixed and variable. Only inputs
considered variable may be changed. To minimize losses, business should continue as long

as variable costs are covered.
b) In the long run, all resources are variable. In the long run, businesses plan for future needs.
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Other Activities

Have students classify their family’s own business or household expenses as fixed or variable costs. Ask
students how certain variable costs would turn to fixed costs. Students may also calculate total cost for
their families.

Conclusion

Managers should consider two types of costs--fixed and variable--when making business decisions. In
the short run, costs may be either one. As long as managers can meet variable costs, their businesses will
continue to operate. In the long run, all costs are variable.

Answers to Activity Sheets

AS 3.1

Expenses Fixed Costs Variable Costs

Inventory X

Salaries X

Payroll X

Depreciation X

Interest X

Supplies X

Advertising

Taxes X

Miscellaneous

Insurance X

Repairs X

Telephone X

Utilities X

Principal Payment X

Gasoline and Oil X

AS 3.2

1. Gasoline Diesel
Fixed Costs:
Depreciation/year 2,692 3,178
Interest on average investment/year 1,130 1,334
Repairs/year 300 300
Insurance/year 300 330
Total fixed cost/year 4,422 5,142
Operating Costs:
Fuel/mile .08 .0478
Lubrication & gen. maint./mile .02 .03
Total operating cost/mile .10 .0778

Diesel Fixed Costs - Gasoline Fixed Costs . _$720/year _ 33 432 miles per year

Diesel Operating Costs - Gasoline Operating Costs  $.0222/mile
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2,

$5,142 = .5142

.5142 (Fixed cost/mile)

+ .0778 (Variable cost/mile)

.5910 (Total cost/mile)

Answers to Evaluation

AN S

b
a.cfg
b

a

Depreciation

Interest

Repairs (shelter)

Taxes

Insurance

To minimize losses

ATC (average total cost per unit) = T_g

Economic depreciation/year = $1,062.50
Interest on average

investment/year =  $683.00
Repair/year =  $250.00
Total fixed costs/year = $1,996.00
Fixed cost/day = $6.65
Labor/product = $2.33
Material/product B $1.00
Total variable cost/day = $3.33
Total cost/day = $9.98

II-56

($9,500 - $1,000 = $8,500/8 years = $1,063)

($9,500 + $1,000 = $10,500/2 = $5,250 X
0.13 = $683)

($1,063 + $683 + $250 = $1,996)
($1,996/ 300 days)

($7.00/ 3 =$2.33)

($3.00/3 = $1.00)

($2.33 + $1.00 = $3.33)

($3.33 var. + $6.65 fixed = $9.98)



UNIT It - ECONOMIC PRINCIPLES IN AGRIBUSINESS Name

Lesson 3:  Fixed and Variable Costs Date

EVALUATION

Circle the letter that corresponds to the best answer.

1.

Costs that remain constant regardless of the level of production are known as costs.
a. Variable

b. Fixed

c. Total

d. Depreciation

Which of the following are variable costs that change in direct relationship with the level of production or
amount of use? (More than one answer may be circled.)

a Adbvertising

b Depreciation

c Fuel

d Insurance

e. Interest

f. Salaries

g Supplies

h Taxes (property)

i. All of the above

i None of the above

When does seed corn become a fixed cost?

Before it has been purchased
After it has been purchased
When it sprouts

Before it is harvested

apop

Per-unit cost figures are used when making decisions because:

a Businesses want to have low per-unit costs.

b. Those figures are needed to calculate average total cost.
c Businesses want to have high per-unit costs.

d Those figures are needed to calculate total cost.

Complete the following short answer questions.

5.

List the five types of costs that are classified as fixed.

®aoop
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Why does it pay to operate in the short run if total costs are not covered?

What is the formula for figuring average total cost (ATC)?

Use the following information to calculate cost in the question below:

John is a manager for a large agricultural manufacturing company. He needs to decide whether or not to
buy a new piece of equipment to be used in production. The new piece of equipment costs $9,500 and
will be used approximately 300 days a year. John thinks it will last about eight years and have a salvage
value at the end of those eight years of $1,000. He figures that the interest on the average investment will
be around 13 percent. Repairs will run around $250 per year for the eight years it will be used. The
equipment will produce three products per hour. John estimates the cost of labor to be $7.00 per hour and
the material cost of running the machine to be $3.00 per hour.

How much will it cost to run the new piece of equipment per day?
Economic depreciation/year =

Interest on average investment/year
(see bottom of page)

Repair costs per year =
Total fixed costs per year =
Fixed cost per day =
Labor cost per product =
Material cost per product =
Total variable cost per day =

Total cost per day =

Purchase Price + Trade-in Value = Average Investment
2
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Units of Output

™™ 3.1

Fixed and Variable Costs

1 2 3 4 5 6 7
Units of Input

Marginal Product m=escscccan=.

Average Product =-ccccccccccccsces
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T™M 3.2

Classification of Costs
_Expenses Fixed Cost Variable Cost

Inventory
Salaries

Payroll
Depreciation
Interest
Supplies
Advertising
Taxes
Miscellaneous
Insurance
Repairs
Telephone
Utilities

Principal Payment
Gasoline and Qil
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Cost (Dollars)

™ 3.3

Total Cost

Total Costs

Total Variable Costs

Total Fixtd Costs

Quantity Reduced Q
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Time Relationships

™ 3.4

Short Rune op

Time is insufficient to vary amounts
of fixed resources.

Long Run eeeececeed

Time is sufficient to alter fixed
resources to change output. In
essence, these fixed resources
become variable. All resources
are variable in the long run.
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UNIT I - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 3: Fixed and Variable Costs

Objective: Identify fixed and variable costs.

Classification of Costs

Indicate whether each expense is fixed or variable.

Expenses

Inventory
Salaries
Payroll
Depreciation
Interest
Supplies
Advertising
Taxes
Miscellaneous
Insurance
Repairs
Telephone
Utilities
Principal Payment

Gasoline and Qil

Fixed Cost

AS 3.1

Variable Cost
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS 3.2

Lesson 3: Fixed and Variable Costs Name

Fixed and Variable Costs

Objective: Calculate fixed and variable costs.

Using the information given below, answer the following questions, by calculating the fixed and variable
costs. Round figures to the nearest dollar when calculating fixed costs and to four decimal places for
operating costs.
Karen is a buyer for a large agribusiness. She needs to purchase some small trucks for sales representatives
who call on customers and deliver small amounts of their product. She does some checking at the dealer and
learns that the small trucks that the company needs will cost $18,844 for a truck with a gasoline engine and
$22,244 for a diesel. She figures that either type of truck will last about seven years with little or no salvage value.
Diesel fuel will cost the company on the average approximately $1.10 per gallon and gasoline $1.20 per gallon.
The gasoline operated truck has an overall miles per gallon rating of 15 miles per gallon, compared to 23 miles
per gallon for the diesel. Insurance costs $150 every six months for the truck with the gas engine and $165 every
six months for the diesel. The interest rate on the average investment will be around 12 percent. Repairs are
estimated at $300 per year for each truck. Lubrication and general maintenance is estimated at 2 cents per mile
on the gas and 3 cents per mile on the diesel.
1. How many miles must be driven to justify buying the diesel?
COST COMPARISON
FIXED COSTS: GASOLINE DIESEL

1. DEPRECIATION/YEAR

2. INTEREST ON AVERAGE INVESTMENT/YR.

3. REPAIRS/YEAR

4. INSURANCE/YEAR

TOTAL FIXED COST/YEAR

OPERATING (VARIABLE) COSTS:

1. FUEL PER GAL./MILES PER GAL.

2. LUBRICATION & GEN. MAINT./MILE

TOTAL OPERATING COSTMILE PER GAL.

DIESEL FIXED COSTS - GASOLINE FIXED COSTS _ dollarslyear _ miles per year
DIESEL OPERATING COSTS - GASOLINE OPERATING COSTS  dollars/mile
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2. If Karen buys the diesel truck and sales representatives drive it an average of 10,000 miles per year, what
is the cost per mile?
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS
Lesson 4:  Substitution of Inputs
Competency/Objective:  Determine the most profitable amount of substitution for inputs and/or outputs in an
agribusiness.
Study Questions
1.  What does substitution mean?
2. How is maximum profit determined?
3. Define the two methods of substitution.
4. How is the best rate of substitution calculated?
References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit |l.

2. Transparency Master
a) ™ 4.1: Substitution
3. Activity Sheets

a) AS 4.1: Substituting Silage for Corn
b) AS 4.2: Substituting Hay for Corn
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 4:  Substitution of Inputs

TEACHING PROCEDURES

A.

Review

The last lesson discussed the difference between fixed and variable costs. Fixed costs, such as
depreciation and taxes, remain constant regardless of the level of production. Variable costs change in
direct relationship with the level of production or the amount of use. In this lesson, we will discuss
substitution of inputs. Substitution is replacing one input with another in an attempt to maximize profit.
Motivation

Use the example of two brands of candy bars to illustrate the principle of substitution. (You may wish to
bring a couple of candy bars to class.) Ask the students the following questions:

1. Which type of candy bar do you prefer?

2. If both it and a different kind of candy bar cost 55 cents, which would you buy?

3. If the one not chosen was reduced to 50 cents, would you select it over the other one that is still 55
cents?

NOTE: If the students would still select their original choice, keep reducing the price of the unchosen
candy bar.

4, If the price difference remains the same, will you continue to buy the cheaper candy bar?
Assignment

Supervised Study

Discussion

1. Discuss the definition of substitution with students. Talk about different substitutions that can be
made in agribusiness to increase profit. Referto TM 4.1,

What does substitution mean?

Substitution is replacing one input with another in an attempt to maximize profit.
2. Discuss with students the meaning of “maximum profit.”

How is maximum profit determined?

Maximum profit is determined by the best combination of inputs, which are organized in such a way
that the business’ manager can neither add nor subtract inputs without decreasing profit.

3. Explain the two types of substitution (constant and variable) using an example of each type. An
example of constant substitution would be exchanging one type of feed for another in a livestock
ration. An example of variable substitution would be the replacement of workers by machines in
a business.
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Define the two methods of substitution.

a) Constant substitution - when one resource substitutes for another at the same rate for each
additional unit of input

b) Variable substitution - when one resource substitutes for part of another at different rates for
each additional unit of input

4, Ask students to calculate the best rate of substitution for several different agribusinesses, using AS
4.1 (TM 4.1) as an example. Have students do AS 4.2.

How is the best rate of substitution calculated?

a) Marginal Rate of Substitution (MRS):

Number of units replaced
Number of units added

MRS =

b) Price ratio (PR):

_ _Price of added units
Price of replaced units

c) The best rate of substitution is when the marginal rate of substitution equals the price ratio.

(Number of units replaced) _ (Price of added units)
(Number of units added) (Price of replaced units)

MRS

Other Activities

Discuss with students the history of substitutions in agriculture to maximize profit. Some examples are
the use of tractors instead of horses, machine power instead of manpower, computers instead of ledgers,
or no-till instead of tilage. Write their answers on the board, making a list of original items and their
substitutes. Have students identify whether the substitution was constant or variable.

Conclusion

Substitution is desirable when it allows a product to be produced at a higher profit. The best level of
substitution can be determined with the use of the substitution and price ratios.
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Answers to Activity Sheets

AS 4.1
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Which ration would you feed? _C

Why? _MRS=PR, best possible level of substitution under these conditions

AS 4.2

Ration
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Pounds
of
Corn
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605
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Pounds
of Corn
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Which ration would you feed? _D
Why? _Closest point MRS > PR

Answers to Evaluation
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0
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0
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#Workers

#Workers Replaced

30

10
20

-5
15

3
12

How many should you buy? _2 _

#Machines
#Machines Added MRS

0

2 5
2

2 25
4

-2 15
6
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS Name

Lesson 4:  Substitution of Inputs Date

EVALUATION

Circle the letter that corresponds to the best answer.

1. How many items may be substituted for a single input?
a. Only one
b. Very few
C. Only two
d. Usually several, depending on what the input is

2. When is variable substitution used?

When one unit of input will take the place of a set amount of another unit of input
When one unit of input will take the place of different amounts of another input
When prices of inputs are the same

When prices of inputs are different

aoop

3. Purchasing a large piece of machinery in order to reduce the cost required to complete a particular
operation is profitable if

The savings in labor is less than the cost of owning the larger machine
There is sufficient capital available

The cost of owning the larger machine is less than the savings in labor
The savings in labor is equal to the cost of owning the larger machine

apop

4, The reason for using the substitution principle in deciding upon the right combination of inputs to use is

To maximize cost

To maximize profit

To reduce fixed costs

To minimize product cost

coow

Fill in the table to answer the question below.

5. You are the manager of a company and your job is to maximize profit. Workers for a certain job are paid
$400 a week. A new machine can replace different number of workers. It costs $1,200 a week to own and
operate. How many should you buy?

# Workers  #Workers #Machines #Machines MRS PR
Replaced Added
30 0
20 2
15 4
12 6
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS 4.1

Lesson 4: Substitution of Inputs Name

SUBSTITUTING SILAGE FOR CORN

Objective: Determine the best rate of substitution.

Suppose you have just become manager of a large livestock feedlot. You have received a large number of 600-
pound steers that need to be fed to 1,050 pounds each. You are able to substitute silage for corn, and you want
to feed the steers at the lowest cost possible. Corn costs 4¢ per pound. Silage costs 3¢ per pound.

Fill out the table, calculating marginal rate of substitution and price ratio. Use the information to answer
the questions below.

Pounds Pounds Pounds Pounds
of of Corn of of Silage
Ration Corn Replaced Silage Added MRS PR
A 1,950 1,200 XX XX
B 1,790 T 1,400 B
C 1,640 T 1,600 -
D 1,500 o 1,800 -
E 1,370 T 2,000 —
F 1,250 - 2,200 -

What ration would you feed?

Why?
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UNIT li - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS 4.2

Lesson 4: Substitution of Inputs Name

SUBSTITUTING HAY FOR CORN
Objective: Determine the best rate of substitution.

As the manager of a large livestock feedlot, you need to keep feed costs as low as possible while maximizing
average daily feed gain. You have the option of substituting hay for corn. Your goal is to maintain 2.2-pound
average gain per head. Corn costs $2.24 per bushel (4¢ per pound). Hay costs $55.00 per ton (2.75¢ per
pound).

Fill in the table, calculating the marginal rate of substitution and price ratio. Then use the information
to answer the questions.

Pounds Pounds Pounds Pounds
of of Corn of of Hay
Ration Corn Replaced Hay Added MRS PR
800 250 XX XX
B 730 T 300 -
C 675 - 350 -
D 635 - 400 T
E 605 - 450 -
F 580 - 500 -
G 560 - 550 -

Which ration would you feed?

Why?
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 5.  Opportunity Cost

Competency/Objective:  Identify the opportunity cost of choosing one economic alternative over another.
Study Questions

1. What is opportunity cost?

2. How are business decisions affected by opportunity cost?

3. What happens if a manager does not consider opportunity cost?

4, What measures can be used to represent opportunity cost?
References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit Il.

2. Activity Sheets

a) AS5.1; Opportunity Cost
b) AS5.2: Return on Investment for a Cooperative Store
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UNIT il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 5.  Opportunity Cost

TEACHING PROCEDURES

A.

Review

Lesson 4 discussed how maximum profit is determined by the best combination of inputs, which are
organized in such a way that the manager can neither add to nor subtract from the business without
decreasing profit. The best level of substitution of inputs is where the marginal rate of substitution equals
the price ratio. In Lesson 5, opportunity cost will be discussed. Opportunity cost is the difference between
the return on one investment and the return on an alternative.

Motivation

Place a dollar on the table. Ask students how they would spend that dollar. Make a list of their answers.
Show them that once a decision is made, the opportunity to spend the dollar in another way is gone.

Assignment

Supervised Study

Discussion

1. Ask the students to describe opportunity cost. Work through the examples in AS 5.1 and 5.2.
What is opportunity cost?
Opportunity cost is the return on the best alternative not selected.

2. Discuss with students what decisions would be affected by opportunity cost.
How are business decisions affected by opportunity cost?

All business decisions involve limited resources, which are land, labor, and capital. Every business
must find the right mixture of these resources to continue earning a profit.

3. Discuss with students what can happen if opportunity cost is not considered.
What happens if a manager does not consider opportunity cost?

If a manager fails to consider the opportunity cost of a decision, the opportunity to make a greater
profit may be missed.

4. Discuss with students what factors can be used to represent opportunity cost.
What measures can be used to represent opportunity cost?
a) The rate of return on investment is used when the opportunity available requires different
amounts of investment.

b) Net return is used when different opportunities available require the same amount of
investment.
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Other Activities

Have an open discussion about opportunity cost. Ask the students what the opportunity cost of keeping
more money than necessary in a checking account is. Have students come up with some examples.

Conclusion

All decisions have some costs. Managers need to consider the opportunity cost when making those
decisions. Opportunity cost is the difference between the return on one investment and the return on an
alternative. The rate of return on investment and net return are indicators of which alternative is the best
choice.

Answers to Activity Sheets
AS5.1:
Corn $92

Soybeans $100
Wheat $100
Alfalfa $100
Pasture $100

Corn should be planted.

AS5.2
Options: A B C
16' metal 16' metal 16'
tubing gate galvanized wooden
(pipe) gate gate
Expense $70.00 $45.00 $30.00
Return $80.00 $70.00 $40.00
Net Return: $10.00 $25.00 $10.00
Rate of
Return on
Investment: 14.28% 55.56% 33.33%

What is the best option for purchasing farm gates for resale? _B

Answers to Evaluation

1. b

2. a

3. c

4, c

5. Land, labor, and capital

6. Opportunity cost is the return on the best alternative not selected.

7. The manager may miss an opportunity to make a greater profit.
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS Name

Lesson 5: Opportunity Cost Date

EVALUATION

Circle the letter that corresponds to the best answer.

1. Which of the following measures can be used to represent opportunity cost when the opportunities
available require different amounts of investment?

a. Net return

b. Rate of return on investment
(o Total return

d. Total expense

2. Which of the following values could be an opportunity cost?

$2,000 net return from steer operation that was not selected

$1,500 total return from an alternative that was not selected

$200 expense for supplies in an alternative that was not selected
12.5 percent rate of return on investment for the alternative selected

apow

3. Opportunity cost is included in which of the following?

a. Cash costs

b. Expenses

c. Noncash costs
d. Returns

4, What would be the opportunity cost for selecting Option D if all options required a $1,750 investment?
a. Option A: $2,000 net return
b. Option B: $2,336 net return
C. Option C: $2,950 net return
d. Option D: $3,000 net return
Complete the following short answer questions.
5. List three limited resources that a manager must try to allocate to the best alternatives.
a.
b.

C.

6. What is opportunity cost?
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7.

If a manager fails to consider opportunity cost, what may be the resuit?
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS 5.1

Lesson 5: Opportunity Cost Name

OPPORTUNITY COST
Objective:  Calculate opportunity cost.
John is a manager for a large feedlot. The owner of the feedlot has a chance to rent 800 acres next to the feedlot,
but if he does, he is not sure what to plant. He has asked John to come up with some net return figures for

different crops. John thinks he can get the following net returns.

Using the information given above, determine opportunity costs.

CORN $100/ACRE
SOYBEANS $ 92/ACRE
WHEAT $ 60/ACRE
ALFALFA $ 35/ACRE
FESCUE OR PASTURE $ 15/ACRE

What is the opportunity cost if the owner decides to plant:

CORN ?
SOYBEANS ?
WHEAT ?
ALFALFA ?
PASTURE ?

What should be planted on the land?
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS5.2

Lesson 5:  Opportunity Cost Name

RETURN ON INVESTMENT FOR A COOPERATIVE STORE
Objective: Calculate the net return and rate of return on investment.

A cooperative dealer has a limited amount of money to use to stock the following options. Select the option that
would be the most profitable by calculating the rate of return on the investment.

Fill in the table, calculating net return and rate of return on investment. Then answer the question.

Options: A B Cc
16' metal 16' metal 16'
tubing gate galvanized wooden
(pipe) gate gate
Expense $70.00 $45.00 $30.00
Return $80.00 $70.00 $40.00
Net Return:
Rate of
Return on
Investment:

What is the best option for purchasing farm gates for resale?
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 6:  Major Markets for Price Discovery in Agribusiness

Competency/Objective:  Identify the major markets for price discovery in the United States.
Study Questions:

1. What are the major markets for price discovery in the United States?

2 How are the commodities markets utilized by agribusiness?

3. How is the stock market utilized by agribusiness?
References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit Il

2. Transparency Masters

a) T™M 6.1: Live Cattle Futures
b) T™M6.2: Agricultural Options

3. Activity Sheets

a) AS 6.1: Live Cattle Futures
b) AS6.2: Agricultural Options

4, Handout

a) HO 6.1: The History of the Chicago Board of Trade
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 6:

Major Markets for Price Discovery in Agribusiness

TEACHING PROCEDURES

A.

Review

In Lesson 5, opportunity cost was discussed. Opportunity cost is the difference between the return on
investment and the return on an alternative. Lesson 6 will discuss the major markets in which prices for
agricultural products are discovered. Price discovery is the process by which buyers and sellers arrive at
a specific price for a given lot of product in a given location.

Motivation

1.

Give students HO 6.1 and allow them to read it. Discuss the history and function of the Chicago
Board of Trade with the students.

Ask the students what the present prices of soybeans, corn, hogs, and cattle are. Write the
amounts on the board, and then ask them how these prices were determined. Write the answers
on the board. After the supervised study, ask them again how prices are determined, and write the
answers on the board. Discuss whether they still agree with their original answers.

Assignment

Supervised Study

Discussion

1.

Ask the students to list the major markets for price discovery in the Unites States. Discuss the
purpose of the commodities market.

What are the major markets for price discovery in the United States?

a) The major markets for price discovery in the United States are commodities exchanges.
b) Price discovery is the process by which buyers and sellers arrive at a specific price for a
given lot of produce in a given location.
1) Supply and demand and the market clearing price are estimated.
2) Price discovery differs from price determination, which is based on the general
principles of supply and demand.
3) The equilibrium price target for each transaction is discovered in the marketplace
based on the bargaining powers of buyers and sellers.
4) The price does not necessarily equal the market clearing price, as it does in price
determination.
c) The commodities market allows the price discovery system to function by providing an
organized marketplace, providing uniform rules for trading, delivery, and payment, and
collecting and distributing price information to the public.

Discuss how agribusinesses utilize the commodities markets. Explain the important role of
speculators in the market. Define the terms used in futures marketing. Using AS 6.1 and 6.2, work
some sample problems with students that involve hedging and the use of options. TM 6.1 and 6.2
illustrate the answers to the activity sheets.

NOTE: Current stock prices are available on the Internet from sites such as the Chicago Board of
Trade.
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How are the commodities markets utilized by agribusinesses?

a) Producers and agribusinesses use the commodities market to protect themselves against
price changes.

b) Speculators carry out a large part of commodities trading and have a large impact on the
discovery of price. Speculators are generally interested not in agricultural products but in
selling the futures contracts for those products at higher prices than those at which they were
purchased.

c) Producers, agribusinesses, and speculators trade futures contracts for the purchase and
sale of commodities for future delivery, trading them on the commodities exchange.

1) Hedging - means of managing price or market risk by taking an opposite position in
the futures market from that held in the cash market

2) Basis - difference between the local cash price and the expiring futures contract

3) Long - buying a futures contract without closing out one’s position through an
offsetting sale or taking delivery

4) Short - selling a futures contract without closing out one’s position through an
offsetting purchase or taking delivery

5) Long hedge - buying a futures contract to offset the risk of a price increase on an
upcoming cash commadity purchase

6) Short hedge - selling a futures contract to offset the risk of a decline in prices on an
upcoming cash commodity sale

d) Agricultural options are another tool that can provide price insurance and market flexibility
for producers and agribusinesses.

1) Option - contract that gives its owner the right, but not the obligation, to buy or sell a
futures contract at a certain price for a certain period of time

2) Strike price - guaranteed price at which the futures contract can be bought or sold

3) Call option - conveys the right to purchase a futures contract at a designated strike
price

4) Put option - conveys the right to sell a futures contract at a specific strike price

5) Premium - price that must be paid for an option

3. Discuss how stocks are used by agribusiness corporations and other corporations to raise money.
Explain how stocks are bought and sold at stock exchanges.

How is the stock market utilized by agribusiness?

a) The sale of stock to individuals provides money agribusiness corporations can use to start
or expand operations.

b) Individuals or other companies that purchase shares of stock are called shareholders or
stockholders. Stockholders receive certificates called shares that indicate the number of
units of stock they have purchased and entitle them to a share of the profits.

)] The two main categories of stock are common and preferred.

F. Other Activities
1. Have a commodities broker visit the class and discuss the mechanics of hedging. Be sure the
students understand the basic principle before the visit occurs. The visit could emphasize how to
work with a broker and how to start a commaodities trading account.

2. Invite a local grain elevator manager or owner who uses price protection in the commodities market
to discuss futures contracting.

3. Have students pretend to purchase a commodity and then follow its movement in the commodities
market for a set pericd. Compute profit or loss.
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4, Obtain the Commaodity Challenge by calling or writing the Chicago Board of Trade. This 57-page
booklet provides additional information on commaodities markets and activities for students.

5. Divide the class into teams and have them do FFA's Commodity Marketing Activity. The activity
involves determining when to buy and sell products to achieve the greatest economic gain.

6. Show videos from the Farm Credit Services Series, available from MVRC: “Speculation,” “The
Hedge Broker and Types of Orders,” “Introduction to the Futures Market,” “The Futures Market:
Hedging,” “Introduction to Agricultural Options.”

Conclusion

The commodities market is the major market for price discovery. Price discovery is the process by which
buyers and sellers arrive at a specific price for a given lot of produce in a given location. It is the process
in which the equilibrium price target is discovered and applied to each transaction in the agricultural
marketplace. The stock exchange is the means by which agribusiness corporations raise money to
establish or expand the size of the corporation.

Answers to Evaluation

o

ahON

T QMO

In price discovery, buyers and sellers arrive at a specific price for a particular lot of produce in a
given location. It does not necessarily equal the market clearing price. Price determination is
based on the general principle of supply and demand and equals the market clearing price.

The commodities market provides an organized marketplace, set out uniform standards for trading,

delivery, and payment, and collect and distribute price information to the public. These functions
allow price discovery to take place.
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS Name

Lesson 6:  Major Markets for Price Discovery in Agribusiness Date

EVALUATION

Circle the letter that corresponds to the best answer.

1.

What is the process by which buyers and sellers arrive at a specific price for a given lot of produce in a
given location?

a. Price determination
b. Price point

c. Price discovery

d. Strike price

What is it called when participants in the commaodities market take an opposite position in the futures
market to that in the cash market as a means of managing price risk?

Hedging

Basis

Price discovery
Price determination

apop

What is the difference between the local cash price and the nearby expiring futures contract?

a. Short hedge
b. Long hedge
c. Strike price
d. Basis

What gives the owner the right, but not the obligation, to buy or sell a futures contract at a certain price for
a certain period of time?

a. Hedging

b. Option

c. Long hedge
d. Short hedge

What are the two main categories of stock?

Common and preferred
Short and long
Common and special
Regular and preferred

coow
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Compilete the following short answer questions.

6. What is the difference between price determination and price discovery?

7. What are the primary functions of the commodities market?
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TM 6.1

LIVE CATTLE FUTURES
Date Cash Futures Basis
April Expected Sell Oct 1 live  Expected =

hedge price cattle futures @ -$2.00/cwit.
in October = $68.70/cwt.
$66.70/cwt.

When you offset your hedge, what is the realized sales
price?

Date Cash Futures Basis

April Expected Sell Oct 1 live Expected =
hedge price cattle futures @ -$2.00/cwt.
in October = $68.70/cwt.

$66.70/cwt.
October Cash sales Cattle futures Actual =
price = sellOct 1@ -$1.75/cwit.
$61.75/cwt.  $63.50/cwt.
Gain of $5.20 Improvement =
+$0.25

Cash Sale Price + Futures Gain = Realized Hedge Price
$61.75 + $5.20 = $66.95/cwt
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T™ 6.2

AGRICULTURAL OPTIONS

Date Cash Futures  Option

Nov.1 $2.00/bu. $2.50/bu. Buy put option with
$2.50 strike price,
20 cents premium

Jan. 10 Sell @ $2.30/bu. Sell put option with
$1.80/bu. $2.50 strike price,
40 cents premium

What is the total return received on the sale of the
corn?

$1.80
.20
$2.00

January cash price
+ Premium gain
Total return
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TM 6.2 Continued

Suppose that instead of falling, corn prices rise:

Date Cash Futures Option

Nov.1  $2.00/bu. $2.50/bu. Buy put option with
$2.50 strike price,
20 cents premium

Jan. 10 Sell @ $2.90/bu.
$2.40/bu.

What should be done with the option?
The option should be allowed to expire.

What will the total return on the corn be?

$2.40
.20
$2.20

January cash price
-  Premium loss
Total return
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS 6.1

Lesson 6:  Major Markets for Price Discovery in Agribusiness ~ Name

Live Cattle Futures
Objective: Calculate prices on futures contracts.
Use the information below to answer the question.
Suppose you manage a large livestock feed lot. It is now April, and you have 300 steers that will be ready for

the cash market in October. You are afraid that prices will decline, and you want to protect the price that you will
receive with a short hedge in live cattle futures.

Date Cash Futures Basis
April Expected hedge price in Sell Oct. 1 live cattle futures Expected basis =
October = $66.70/cwt. @ $68.70/cwt. -$2.00/cwt.

In October, live cattle futures are trading at $63.50/cwt. The local cash market is at $61.75.

When you offset your hedge, what is the realized hedge price?
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS 6.2

Lesson 6:  Major Markets for Price Discovery in Agribusiness  Name

Agricultural Options
Objective: Calculate the return on an options contract.
Use the information to answer the questions below.
Suppose you are a manager for a large corporate grain producer. You have a large amount of stored corn

scheduled to be sold in January and are concerned about prices. You decide to purchase a put option to protect
the corporation against falling market prices. You observe the market and make the following decisions.

Date Cash Futures Option
November 1 $2.00/bu. $2.50/bu. Buy put option with $2.50 strike price,

20 cents premium

January 10 Sell @ $1.80/bu. $2.30/bu. Sell put option with $2.50 strike price,
40 cents premium

What is the total return received on the sale of the corn?

Suppose that instead of falling, corn prices rise:

Date Cash Futures Option

November 1 $2.00/bu. $2.50/bu. Buy put option with $2.50 strike price,
20 cents premium

January 10 Sell @ $2.40/bu. $2.90/bu.

What should be done with the option?

What will the total return on the corn be?
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HO 6.1

The History of the Chicago Board of Trade

The history of commodity futures trading is closely associated with the city of Chicago. Chicago became a city
in 1837 with a population of 4,107. The city grew rapidly because of its location at the lower terminus of the Great
Lakes close to the fertile lands of northern lllinois, since the opening of the land depended chiefly on water
transportation.

Originally, the grain and livestock required for the city of Chicago were produced nearby, but as the city began
to grow and farms began to spread out across the plain, it became more difficult for Chicago’s citizens to obtain
the produce they needed. To make transportation of goods such as grains easier, plank roads were built out into
the countryside a substantial distance from the city. Railroads were built, and trains traveled in all directions in
and out of Chicago carrying agricultural freight. Chicago became a major terminus for grains after the completion
of the Illinois-Michigan Canal in 1848.

The Chicago Board of Trade was organized in 1848. Its 82 members were responsible for promoting commerce
in the city. In 1859, the Board of Trade was licensed by the state of lllinois to hire and instruct personnel to
measure, gauge, weigh, and inspect grain. Until this time, Chicago had followed the Old World custom of public
trading, in which trading took place in city squares and on street curbs. The grain trade then moved from curb
to curb, with merchants often buying agricultural products in several places in one day. To end this confusion,
the Board of Trade provided a facility to display grains, with regular hours for trading to take place.

At the time, a great deal of risk was involved in holding corn through the winter until spring. Bankers were very
reluctant to issue large loans on unsold corn. The river merchants selling grain quickly developed their own
method of selling futures by going to Chicago and making contracts at firm prices for the delivery of grain in the
spring. The first commodity contract on record was made on March 13, 1851. It was a contract for the delivery
of 3,000 bushels of corn in June at the price of one cent per bushel under the price on March 13.

In May 1865, the first rule dealing with time contracts was established by the board. It provided for the deposit
of a margin that was not to exceed 10 percent of the value of the commodity. Other rules were adopted in
October 1865, that provided for certain procedures to be followed in the event of failure to deliver. The rules also
provided for standard delivery procedure and terms of payment.

By the late 1800s, futures contracting had passed into the hands of speculators. Speculators became vital early
in the development of commodity market; they were much better prepared to assume price risks than were the
commercial interests.

As time passed and the size of the market increased, more rules were adopted. The process of futures trading
became a better way of making the market efficient and fair. It also became a source of income for the owners
and employees of commission houses, commodity brokerage firms, and commodity exchange employees.
Today, the Chicago Board of Trade consists of thousands of members who are authorized to buy and sell
contracts. These members provide the means for the market to operate smoothly and efficiently.
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson 7:

Government and the Economics of Agriculture

Competency/Objective:  Explain how the government is involved in the economics of agriculture.

Study Questions:

1.

2.

3.

References

1.

Why does the government become involved in agriculture?
How does government involvement impact the agricultural industry?

What effect does the government have on agricultural prices?

Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit Il

Transparency Masters

a) TM7.1: The Effect of Government Storage Programs
b) T™M7.2: The Effect of Price Controls

Activity Sheet

a) AS 7.1: The Government'’s Impact on Agriculture
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UNIT Il - ECONOMIC PRINCIPLES IN AGRIBUSINESS

Lesson7:  Government and the Economics of Agriculture

TEACHING PROCEDURES

A.

Review

As discussed in Lesson 6, commodities markets are the major markets for price discovery. Price discovery
is the method by which buyers and sellers arrive at a specific price for a given lot of agricultural product
ata given location. The lesson also covered the stock market, which is used for raising money to start and
expand corporations. Lesson 7 is about how and why the government becomes involved in the economics
of agriculture. Government involvement in agriculture has affected supply and demand as well as the price
of agricultural products. Government policies continue to change to meet what are considered to be the
social, economic, and political needs of the nation.

Motivation

Discuss the following dilemma with the class. Ask students why it is acceptable for the government to pay
for agricultural producers not to grow crops on their land through programs such as CRP. Explain to them
that programs like this are designed to protect the soil and to prevent soil and other pollutants from
entering our rivers and streams. Ask students if they believe this is a good program. Ask those students
who say it is why they think government agencies such as the EPA assess large fines against other
businesses for polluting our rivers and streams instead of paying them to protect the environment.

Assignment
Supervised Study
Discussion

1. Discuss with students why the government becomes involved in agribusiness. Explain to them that,
historically, the major justification for government involvement has been to maintain an ample food
supply at a reasonable price, but goals and values have changed over time, increasing the
government's involvement in the agricultural industry.

To illustrate the effect of government intervention, refer to TM 7.1. Increased production led to a
large surplus of corn. The equilibrium was at P, and Q,, but the surplus shifts the supply curve from
S, t0 S,. The price then lowers to P,, and the quantity demanded increases to Q,. To avoid this
decrease in price during periods of high production, government storage programs would remove
Q, minus Q, bushels of corn to storage. This would bring the supply back to S,, and equilibrium
would temporarily be restored at P, and Q,.

Why does the government become involved in agriculture?

a) To ensure the safety of the food supply

b) To ensure an adequate food supply through programs that expand agricultural production
1) Irrigation projects
2) Research
3) Extension education services

c) To increase export earnings

d) To use exports as a part of foreign policy

e) To protect the environment, ensuring the capacity of agriculture to produce in the future
1) Soil conservation programs
2) Programs for water conservation and the preservation of prime farmland

f) To support farm income
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Ask students to describe the effects of government involvement on the agricultural industry.
How does government involvement impact the agricultural industry?

a) Policies dealing with the safety of the food supply have had positive and negative effects.
1) Banning certain herbicides and insecticides has decreased production through the

loss of crops to weeds and insects.

2) Regulations to ensure sanitation and to eliminate the dumping of waste have
improved food safety but have also increased production costs and the costs of
agricultural commodities; they have had the side effect of forcing many small
producers out of certain areas of agricultural production.

b) Policies to expand the food supply have increased productivity.

c) Conservation programs have had a positive impact on the environment.

d) Government policies have made it possible to increase exports, generating more profits for
the agricultural industry.

e) Storage programs to control the price of agricultural products have helped agricultural
producers during times of high production. They have also encouraged agricultural
producers to depend on government intervention to correct the market rather than make
changes themselves to meet the demands of competition.

Historically, the government has used four programs to control the price of food. Have the students
list and describe these programs.

Use TM 7.2 to illustrate what happens without government price controls. Suppose the market for
meat with no price control is at equilibrium, that is, supply is equal to demand. This would be at P,
and Q,. If consumers income increases because of an increase in wages, the demand for meat will
become greater, and demand will shift to D,. This means that consumers will wish to purchase
more meat at each price than previously.

If consumers buy more, prices will go up. At the original price, consumers are now willing to buy
the quantity of meat at Q,if it is available. The retail meat seller will attempt to buy more meat to
satisfy demand, but because supply remains unchanged, a shortage of meat will occur at price P,
equal to Q;minus Q,. The retailer will have to pay higher prices to obtain enough meat. This price
increase will be passed on to the consumer. The rising price will cause more meat to be produced
and processed, but it will also discourage consumption. Price and quantity demanded will thus
move to a new equilibrium point at P, and Q,.

Have students complete AS 7.1.
What effect does the government have on agricultural prices?

a) Direct price controls have been implemented to control the food supply and prices in times
of military conflict or in peacetime when there was high inflation and a decline in wages.

b) Export restrictions have been used by the government to control the food supply and
domestic prices; they increase the food supply and lower prices.

c) Reducing import restrictions and allowing more products to be imported increases the food
supply and lowers prices.

d) Domestic grain reserves are used as an inflation-fighting tool.  If grain prices are too high,
the government will release some of the reserves, which increases supply and lowers the
price. If the prices are too low, the government can increase the price by increasing
reserves.
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Other Activities

Invite a government representative from your local FSA office to discuss the different programs that the
state and federal governments administer. Discuss how these programs affect agriculture.

Conclusion

The government has become involved in agriculture for a variety of reasons, and its policies have a great
impact on the agricultural industry. Price controls instituted by the government in response to a need to
stabilize the U.S. economy or to control food prices are a very important type of government intervention.

Answers to Evaluation

1.
2.
3

c
d
b

Instituting direct price controls, restricting exports, reducing import restrictions, and controlling grain
reserves

Storage programs to control the supply and price of agricultural products have helped agricultural
producers during times of high production. They have also encouraged agricultural producers to
depend on government intervention to correct the market rather than make changes themselves
to meet the demands of competition.
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UNIT I - ECONOMIC PRINCIPLES IN AGRIBUSINESS Name

Lesson7: Government and the Economics of Agriculture Date

EVALUATION

Circle the letter that corresponds to the best answer.

1. Regulations to ensure sanitation and to eliminate the dumping of waste in processing facilities have:
a. Not had an impact on food safety.
b. Decreased the costs of production.
c. Increased the costs of commodities.
d. Not affected small producers.

2. Which of the following is not a reason that the government has become involved in agriculture?

To ensure the safety of the food supply
To protect the environment

To regulate agricultural prices

To decrease farm income

aoop

3. Government programs to increase the food supply have:
a. Not affected productivity.
b. Made it possible to increase exports.
c. Made it possible to increase imports.
d. Decreased productivity.
Complete the following short answer questions.
4, What are four approaches that the government has used to control the price of food?
a.
b.
c.

d.

5. What effect have government storage programs had on the agricultural industry?
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UNIT 11 - ECONOMIC PRINCIPLES IN AGRIBUSINESS AS71

Lesson7:  Government and the Economics of Agriculture Name

The Government’s Impact on Agriculture
Objective: Examine the impact the government has on agriculture.
Research the impact of the government on agriculture by looking at the effects of a specific government
program, such as CRP. Your research may be done using current periodicals or the Internet. Answer
the following questions. Then report the results to the class.

1. How does the program affect the economy?

2. Does the program affect agricultural productivity? If so, how?

3. What do you think would happen if the government suddenly ended this program?
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Divider should read:

Unit II. Economic Principles
in Agribusiness



Agribusiness Sales,
Marketing, and Management

Curriculum Guide: Agribusiness Sales, Marketing, and Management
Unit: II. Economic Principles in Agribusiness

Unit Objective:
Students will demonstrate their understanding of basic economic principles
by producing and presenting a short lesson on a principle and identifying
examples that illustrate that principle.

Show-Me Standards: 4.6, CA6

References:
Agribusiness Sales, Marketing, and Management. University of Missouri-
Columbia, Instructional Materials Laboratory, 1997.

Morgan, J. N. Making Your Choices Count: Economic Principles for Everyday
Decisions. Ann Arbor, MI: University of Michigan Press, 1982.

Students may use additional outside sources to complete this activity.

Instructional Strategies/Activities:
e Students will engage in study questions in lessons 1 through 7.
e Students will complete AS 7.1, The Government’s Impact on Agriculture.
e Additional activities that relate to the unit objective can be found under
the heading “Other Activities” in the following locations: p. II-98 (3) and
p- II-119.

Performance-Based Assessment:
Students will work in teams of three to five to research, teach, and identify
examples of one of six economic principles: supply and demand, diminishing
returns, fixed and variable costs, substitution of inputs, opportunity cost, and
major markets for price discovery (futures and options). Each team will
develop an outline to distribute to classmates, and produce and present a
lesson as a PowerPoint presentation to other members of the class.

Assessment will be conducted on each team'’s effort and will be based on the
thoroughness and understandability of the lesson presentation and outline.
Items to be evaluated will be content, organization, details (including
examples), and clarity. Spelling, grammar, punctuation, and capitalization
will be factors in the assessment.
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Agribusiness Sales, Marketing, and Management

Unit li—Economic Principles in Agribusiness
Instructor Guide

The instructor should assign the performance-based assessment activity at the
beginning of the unit. Students will work toward completing the activity as
they progress through the unit lessons. The assessment activity will be due at
the completion of the unit.

1.

Students will work in teams of three to five to focus on one of six economic
principles covered in this unit: supply and demand, diminishing returns,
fixed and variable costs, substitution of inputs, opportunity cost, and major
markets for price discovery (futures and options).

Team members will work as a unit to research and identify examples of the
economic principle assigned by the teacher.

Students may use material found in the unit and additional outside material
to complete their presentations. Students may not use the source material
word for word and must provide a complete bibliography of their sources
along with their presentation.

After completing research, the team will develop, outline, script, and present
a PowerPoint-based lesson to teach other members of the class about the
topic.

a. The presentation should effectively explain the principle, provide
examples to illustrate it, and make it understandable to members of the
class.

b. The presentation should be thorough, but concise, and range between 10
and 15 minutes, including time for questions and answers.

c. Immediately preceding the presentation, the team will submit copies of a
sentence outline of the lesson to serve as a reference and study guide for
members of the class.

Assessment will evaluate the team’s effort (both presentation and

outline/study guide) and will be based on thoroughness of subject matter

and understandability of the lesson.

a. Items to be evaluated will be content, organization, details (including
examples), and clarity.

b. Spelling, grammar, punctuation, and capitalization will be factors in the
evaluation.
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Agribusiness Sales, Marketing, and Management

Unit ll—Economic Principles in Agribusiness
Student Handout

1.

Work in a team of three to five students to focus on one of six economic
principles covered in this unit: supply and demand, diminishing returns,
fixed and variable costs, substitution of inputs, opportunity cost, and major
markets for price discovery (futures and options).

You and your teammates will work as a unit to research and identify
examples of the assigned economic principle.

You may use material found in the unit and additional outside material to
complete the presentation. You may not use the source material word for
word and must provide a complete bibliography of your sources along with
the presentation.

After completing research, your team will develop, outline, script, and
present a PowerPoint-based lesson to teach other members of the class about
your topic.

a. Your presentation should effectively explain the principle, provide
examples to illustrate it, and make it understandable to members of the
class.

b. The presentation should be thorough, but concise, and range between 10
and 15 minutes, including time for questions and answers.

c. Immediately preceding the presentation, your team will submit copies of a
sentence outline of the lesson to serve as a reference and study guide for
members of the class.

Assessment will evaluate the team’s effort (both presentation and

outline/study guide) and will be based on thoroughness of subject matter

and understandability of the lesson.

a. Items to be evaluated will be content, organization, details (including
examples), and clarity.

b. Spelling, grammar, punctuation, and capitalization will be factors in the
evaluation.

¢ Page5 ¢



Agribusiness Sales, Marketing, and Management

¢ Page6 ¢



¢ ,93e] ¢

Agribusiness Sales, Marketing, and Management

Unit Il—Economic Principles in Agribusiness

Scoring Guide

Team Topic/Members

Comments:

Assessment Criteria 0 Points | 1 Point 2 Points | 3 Points | 4 Points Weight | Total
Area
PowerPoint o Content 0 criteria 1 criterion 2 criteria | 3 criteria | All 4 X15
Presentation 0 Organization | met met met met criteria met
Q Details and
examples
a Clarity
Outline/Study a Content 0 criteria 1 criterion 2 criteria | 3 criteria | All 4 X75
Guide 0 Organization | met met met met criteria met
Q Details and
examples
o Clarity
Technical 0 Spelling 0 criteria 1 criterion 2 criteria | 3 criteria | All4 X25
Considerations 0 Grammar met met met met criteria met
0 Punctuation
o Capitalization
TOTAL
Final Assessment Total /100 pts.
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UNIT Il - FINANCIAL MANAGEMENT

Lesson 1: Managing Financial Resources

Competency/Objective:  Explain how to manage financial resources.
Study Questions:
1.  Why is financial planning important?
2. Why are goals and objectives important in financial planning?
3. What are the steps in the financial planning process?
4. How do education and experience affect a financial plan?
5. Why is it important to manage company resources?
References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit Ill.

2. Activity Sheets

a) AS 1.1: Recording Receipts

b) AS 1.2: Monitoring Spending

c) AS 1.3: Setting Goals

d) AS 1.4; Business Expense Report
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UNIT 1l - FINANCIAL MANAGEMENT

Lesson 1: Managing Financial Resources

TEACHING PROCEDURES

A.

Introduction

Planning for the future is more than setting educational or career goals. Goals have associated
costs, and arrangements must be made to finance them. Financial planning helps manage money
so that goals and objectives can be reached.

Motivation

Discuss the importance of financial planning with students. Ask students what they plan to do after
completing high school. Make a heading for each type of plan. Some examples are starting a full-
time job, attending technical school, or attending college. Under each heading, list some of the
expenses associated with that choice. Expenses include the costs of transportation, housing,
entertainment, clothes, and food, as well as the miscellaneous costs associated with starting a job
or going away to school. Discuss the different ways that financial planning makes meeting some
of these expenses easier. Ask students if they have planned for the costs of their choices.

Assignment

In the lessons in this unit, students will be completing various activity sheets that will make up their
financial plans. AS 1.1, 1.2, 1.3, and AS 2.1 (from the following lesson) will allow the students to
begin planning. The instructor should have the students keep these sheets for future reference and
record their expenses for the next month. At the end of the month, following the forms’ completion,
the students should prepare one-page written reports comparing their actual spending to their
planned expenditures and outlining any necessary changes. They should then prepare revised
budgets, using AS 2.1.

Supervised Study
Discussion

1. Ask the students why financial planning is important. Point out the importance of their
beginning now to plan for goals in the future. Ask students if they know how much money
they receive per week, per month, or per year. Have students list the sources and amounts
of money they receive on AS 1.1. Have them use AS 1.2 to record their spending.

Why is financial planning important?

a) A financial plan reveals how much money is received.
b) It enables the planner to monitor spending.
c) It can help an individual accomplish his or her goals.

2. Discuss the importance of establishing goals and objectives in financial planning. Have
students list their shont-, intermediate-, and long-term goals and what they think those goals
will cost. Be sure to have them project any future educational costs. Have students fill out
AS 1.3.
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Why are goals and objectives important in financial planning?

a) Goals are statements of what an individual wants to accomplish personally and/or
financially. Goals indicate where financial resources will be needed.

b) Obijectives are the steps necessary to achieve specific goals. Setting objectives allows
an individual to plan the use of financial resources and measure progress toward goals.

Have students list the steps involved in financial planning. Show how the information
recorded on AS 1.1, 1.2, and 1.3 can be used in the financial planning process. For example,
students may want to alter their spending habits in light of the goals they have recorded on
AS 1.3.

What are the steps in the financial planning process?

a) Make a list projecting the amount and source of money received weekly, biweekly,
monthly, and yearly; take into account the difference between net and gross income.
b) List wants and needs in order to establish goals and objectives.
c) Compare the amount of money received to wants and needs.
1) Establish short-, intermediate-, and long-term goals considering income.
2) Balance income and spending so financial obligations and goals can be met.
d) Implement the plan.
1) Determine how the money received is to be spent.
2) Record how much money is actually spent.
3) Track the amount of spending.
e) Monitor the plan and make adjustments if necessary.

Ask students how education and experience affect financial planning. Discuss how education
and experience affect individual earning power.

How do education and experience affect a financial plan?

a) Education is both an expense (because of the costs of higher education) and an asset
(because it may allow an individual to earn more money).
b) Experience generally increases the amount of money earmned.

Discuss the importance of managing company resources. Have students complete the
business expense report in AS 1.4.

Why is it important to manage company resources?

a) Company resources, which form a part of a business’s own financial plan, may be given
to employees to manage for business expenses. They should be kept separate from
personal finances.

b) Proper management of company resources by employees helps the company reach
financial goals, creates job stability, opens opportunities for advancement, and allows
for increased earnings for employees.

Other Activities

Have students research the approximate cost of what they plan to do after high school. For
example, students who plan on going to college can get information about the college they plan to
attend. Have them include the cost of tuition, books, room and board, supplies, and estimated
miscellaneous living expenses (laundry, entertainment, gas, etc.). Have them figure expenses per
year, per month, and per week. Students planning to go to vocational school or junior college can
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make plans using the same type of information. Have students who plan to work explore
approximate costs of housing and utilities in the area. Have them include the cost of furniture and
appliances, food, transportation, insurance, and miscellaneous costs of living. Again, have them list
costs per year, month, and week. Discuss with students the different ways of paying for school and
other costs.

Conclusion

Understanding the financial planning process can help an individual reach his or her objectives and

goals. A complete financial plan includes a listing of wants and needs and a plan for how to obtain

them. Financial planning can help an individual obtain what they believe is important.

Answers to Activity Sheets

Answers to AS 1.1, 1.2, and 1.3 will vary.

AS 1.4

See the following page.

Answers to Evaluation

1. d

2. b

3 c

4, Education affects earning power. It can be both an expense (because of the costs of higher
education) and an asset (because it may allow an individual to earn more money). An
individual's experience affects earning power as well, since experience generally increases
the amount earned.

5. Proper management of company resources by employees helps the company reach financial
goals, creates job stability, opens opportunities for advancement, and allows for increased

earnings for employees.

6. A financial plan reveals how much money is received, enables the planner to monitor
spending, and can help an individual accomplish his or her goals.
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Employee Expense Report

Name Division Period Ending
John Sayles Sales 2-16-96
Purpose of 11p Approved By Depariure Date Retum Date
Sales 212 215
1. MEALS AND ENTERTAINMENT
DATE DAY EM:}"‘%%?S_ BREAKFAST _m"f_"”f;;%?s_ LUNCH EM:U“%% DINNER TOTALS
SUNDAY
2/12 | MONDAY 1 4144 | 1 5631 1 1 16| 78 26| 75
2/13 | TUESDAY | 1 3[45 | 1 13|48 | 1 7| 50 24| 43
2/14 |WEDNESDAY| { 29411 5|70 | 1 1 16| GO 24| 64
2/15 | THURSDAY | 1 3[95| 1 12145 | 1 7| 95 24| 35
FRIDAY
SATURDAY
TOTALS 141 78 37| 16 48| 23 100] 17
2. EMPLOYEE PAID TRANSPORTATION
DATE | TRAVEL MODE FROM TO MILES RATE SUBTOTAL TOLLS AMOUNTS
2/12 Car Home office Ames 233 .21 48| 93 48| 93
2/13 Car Ames Delta 156 .21 32| 76 32| 76
2/14 Car Delta Carson 109 .21 22| 89 22| 89
2/15 Car Carson Home office 210 .21 44| 10 44| 10
|MILES THIS REPORT 708 CUMULATIVE MILES THIS YEAR 4,564 TOTAL 148| 68
3. HOTEL
DATE DAY LOCATION COST OF ROOM OTHER AMOUNTS
SUNDAY
2/12 | MONDAY Ames 35.87 35| 87
2/13 | TUESDAY Delta 38.94 38| 94
2/14 |WEDNESDAY Carson 41.55 41] 55
THURSDAY
FRIDAY
SATURDAY
TOTAL 116| 36
4. ALL OTHER EXPENSES
DATE AMOUNTS
212 Printer charge - business cards (500) 38| 47
2/14 Repair of company laptop computer 69| 45
TOTAL 107] 92
5. EMPLOYEE CASH RECORD
TOTAL EMPLOYEE EXPENSES THIS
REPORT 473| 13
LESS CASH ADVANCE - -
EMPLOYEE 473] 13
AMOUNT DUE
COMPANY
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UNIT Il - FINANCIAL MANAGEMENT Name

Lesson 1: Managing Financial Resources Date

EVALUATION

Circle the letter that corresponds to the best answer.

1. A(n) is a statement of what an individua! wants to accomplish personally and/or
financially that gives direction to the use of financial resources.
a. Objective
b. Want
c. Need
d. Goal
2. In the financial planning process, which step follows implementing the financial plan?

Establishing short-, intermediate-, and long-range goals.
Monitoring the plan and making adjustments if necessary.
Determining how much money is received.

Indicating how much money is to be spent.

coop

3. What is the first step in the financial planning process?
a. Compare the amount of money received to wants and needs.
b. List wants and needs and establish goals and objectives.
c. Make a list of the source and amount of the money received.
d. Monitor the plan and make adjustments when necessary.
Complete the following short answer questions.

4, What effect do education and experience have on a financial plan?

5. How does the proper management of company resources by individual employees affect a
company?
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6. What are three reasons that financial planning is important?
a.

b.
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UNIT Il - FINANCIAL MANAGEMENT AS 1.1

Lesson 1: Managing Financial Resources Name

Recording Money Received
Objective: Record money received as part of the process of financial planning.

Fill out the table below, recording the amount and source of money that you receive weekly,
monthly, and yearly.

Amount Received

Source
Weekly Monthly Yearly
Ex. tax refund $70.00
allowance $15.00
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UNIT 1ll - FINANCIAL MANAGEMENT

Lesson 1:

Managing Financial Resources

Monitoring Spending

Name

Objective: Monitor spending as a part of the financial planning process.

AS 1.2

Monitor your spending for one week by writing down your expenses. Make sure to include all

expenses to gain an accurate picture of how much is spent.

Date

Clothing

Food

Enter-
tainment

School
Activities

Car

Insurance
(per day)

Other

Totals
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UNIT Il - FINANCIAL MANAGEMENT AS 13

Lesson 1: Managing Financial Resources Name

Setting Goals
Objective: Define short-, intermediate-, and long-term goals as part of the financial planning process.

Record your goals in the table below. You must differentiate between short-, intermediate- and
long-term goals. Then estimate the cost of achieving each goal.

Short Cost Intermediate Cost Long Cost

Total Total Total
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UNIT Il - FINANCIAL MANAGEMENT AS 14

Lesson 1: Managing Financial Resources Name

Business Expense Report
Objective: Complete an expense report.
Read the information below and fill out the expense report on the back of this sheet.

John Sayles is a sales representative for the ABC Agricultural Supply Company. He has customers all over
the state and travels four to five days per week; he has already traveled 3,856 miles this year. His
company reimburses him for job-related expenses, including meals, mileage for his car (John gets paid .21
per mile for business use of his own vehicle), lodging, and entertainment for clients. John must fill out an
expense report each week and turn it in for reimbursement. He likes to keep good records, so he notes
his expenses in a log during the week and then fills the report out each Friday. John’s expenses for this
week are as follows:

Monday 2/12 - From home office to Ames

Breakfast: $3.84, $ .60 tip

Lunch: $4.78, $ .75 tip

Dinner: $6.94, $7.84 for business guest, $2.00 tip

Hotel expense: 35.87

Car odometer reading: Monday morning - 56,287 miles, Monday evening - 56,520 miles (all for business
purposes)

Miscellaneous: Printer charge for 500 business cards - $38.47

Tuesday 2/13 - From Ames to Delta

Breakfast: $2.95, $ .50 tip

Lunch: $5.25, $6.48 for business guest, $1.75 tip

Dinner: $6.50, $1.00 tip

Hotel expense: $38.94

Car odometer reading: Tuesday morning - 56,520 miles, Tuesday evening - 56,701 miles (25 miles for
personal use)

Wednesday 2/14 - From Delta to Carson

Breakfast: $2.44, $ .50 tip

Lunch: $4.95, $ .75 tip

Dinner: $6.75, $7.25 for business guest, $2.00 tip

Hotel expense: $41.55

Car odometer reading: Wednesday morning - 56,701 miles, Wednesday evening - 56,810 miles (all for
business purposes)

Miscellaneous: Repair of company-owned laptop computer - $69.45

Thursday 2/15 - From Carson to home office

Breakfast: $3.45, $ .50 tip

Lunch: $4.50, $5.95 for business guest, $2.00 tip

Dinner: $6.95, $1.00 tip

Car odometer reading: Thursday morning - 56,810 miles, Thursday evening - 57,055 miles (35 miles for
personal use)

Friday 2/16
Worked in office
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Employee Expense Report

F\We Division Period Ending
Purpose of Trip Approved By Departure Date [Return Date
1. MEALS AND ENTERTAINMENT
NUMBER NUMBER NUMBER
DATE oA EMP. | GUESTS| BREAKFAST | EMP. | GUESTS LUNCH EMP. | GUESTS DINNER TOTALS
SUNDAY
MONDAY
TUESDAY
WEDNESDAY
THURSDAY
FRIDAY
SATURDAY
TOTALS
2. EMPLOYEE PAID TRANSPORTATION
DATE | TRAVEL MODE FROM TO MILES RATE SUBTOTAL TOLLS AMOUNTS
MILES THIS REPORT CUMULATIVE MILES THIS YEAR TOTAL
3. HOTEL
DATE DAY LOCATION COST OF ROOM OTHER AMOUNTS
SUNDAY
MONDAY
TUESDAY
WEDNESDAY
THURSDAY
FRIDAY
SATURDAY
TOTAL
4. ALL OTHER EXPENSES
DATE AMOUNTS
TOTAL
5. EMPLOYEE CASH RECORD
TOTAL EMPLOYEE EXPENSES THIS
REPORT
LESS CASH ADVANCE
EMPLOYEE
AMOUNT DUE COMPAINY
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UNIT lil - FINANCIAL MANAGEMENT

Lesson 2:  Developing a Budget

Competency/Objective:  Develop a budget.
Study Questions:
1. Why is it important to have a personal budget?
2, How does the use of credit affect personal finances?
3. What are the financial implications of debt?
4. What are some general budgeting guidelines?
References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit lIl.

2. Activity Sheets

a) AS 2.1; Preparing a Personal Budget
b) AS 2.2; Making Budget Revisions

c) AS 23: Your First-Job Budget

d) AS 24: Checkbook Balancing
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UNIT Ill - FINANCIAL MANAGEMENT

Lesson2:  Developing a Budget

TEACHING PROCEDURES

A.

Review

Lesson 1 discussed the financial planning process, as well as the ways in which education and experience
can improve an individual’s ability to earn income and the importance of managing company resources
efficiently. In this lesson, we will discuss how to prepare a budget. A budget is an important part of a
financial plan because it helps monitor progress toward an individual’s goals. In this lesson we will also
begin discussing how the use of credit must be managed in financial planning.

Motivation

Ask the students if any of them have ever been on a budget. What would they do if they had $150 and
knew that they would receive no more money for a month? Discuss how they would spend the $150.
Explain to them that what they are doing is budgeting--planning the management of money during a
specific period of time.

Assignment
Supervised Study
Discussion

1. Have students discuss why it is important to have a budget. Explain to them that a budget is simply
a planning tool that enables them to monitor progress toward a financial goal. Using AS 2.1, have
students prepare a budget using the personal information gathered in the previous lesson on money
received, spending, and goals. Have the students complete AS 2.2, 2.3, and 2.4.

Why is it important to have a personal budget?

a) A budget provides a forecast of expenditures and income for a specific period of time.

b) A budget can be used to monitor spending.

c) A budget enables individuals, households, businesses, and governments to set priorities
and monitor progress toward certain goals.

d) A budget can help an individual meet unexpected expenses.

2. Ask students how buying on credit affects finances. Emphasize that credit must be used with
caution.

How does the use of credit affect personal finances?

a) Credit is the transfer of money on promise of repayment at some future date.

b) It must be taken into account in short-, intermediate-, and long-term financial management,
because money must be paid back out of future income.

) Interest, which is the money paid on money that is invested or borrowed and usually consists
of a percentage of the amount of money borrowed when using credit, must be included in
the total cost of an item. Money may be saved by paying cash.

d) If used wisely, credit can be used to purchase items needed immediately, which can then
be paid for over a period of time.

€) Credit also makes it possible to buy very expensive items for which it would be difficult to
save enough money.
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3. Ask students to list the financial implications of debt. Explain that credit is sometimes convenient
to use but can also be expensive.

What are the financial implications of debt?

a) Debt may hamper future credit purchases.

b) It may create difficulty in paying for those things needed for survival.

c) An individual's wages may be garnisheed to pay for debts.

d) A debtor who cannot repay money borrowed may be forced to declare bankruptcy.

e) Going into debt to obtain an education creates the potential for a larger income in the future.

f) Being in debt and showing that they can make the necessary payments can make it easier
for individuals to obtain credit later.

4. Ask students how much of their income should be spent on different expenses, such as housing,
food, clothing, and savings. Discuss general budgetary guidelines.

What are some general budgeting guidelines?

Different standards may be applied when determining what percentage of monthly income should
be spent on a particular expense, but some possibilities are listed below.

a) Housing - 20 to 30 percent

b) Utilities - 5 percent

)] Transportation - 5 to 15 percent

d) Food - 10 to 20 percent

e) Savings - 10 percent

f) Clothing - 5 to 10 percent

Q) Entertainment - 5 percent

h) Installment debt - 5 percent and up

Other Activities

Invite a credit manager from a credit company to talk to the class.

Conclusion

Budgeting is an important part of financial planning. It helps individuals and families, businesses, and the
government set spending priorities and then monitor progress. Credit, which is an obligation against future
income, should be taken into account when formulating a budget. It is an important part of a financial plan;
if managed properly, it allows an individual to purchase an item even if he or she does not have the money
to pay for it immediately. However, credit should be used with caution because of the potential difficulties
associated with going into debt.

Answers to Activity Sheets

AS 2.1

Answers will vary.

AS 22

Answers will vary. Jesse could use all but $5.00 of his savings and pay for the car, but this would almost
wipe out his savings and leave nothing for future emergencies, as well as very little flexibility in his budget

for the next period. He could also cut back on his entertainment budget and get the rest from savings.

The best plan (illustrated on the next page) would be to put off the purchase of the CD player until more
money is available. If no unexpected expenses come up until after March and he works normal hours, he
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should have no problem buying the CD player. Using the revised budget, Jesse will have spent less than
he earns, leaving $15.00 to be put into savings or to be used to purchase a CD player when the remaining
amount is available.

PERSONAL BUDGET
BUDGET PERIOD: January 1 to January 31
INCOME:
Wages (after taxes) 350.00
Allowance 40.00
Other Income 15.00
Total Income $405.00
SAVINGS:
Savings Account $165.00
EXPENSES:
Food 45.00
Clothing 20.00
Entertainment 25.00
Transportation 90.00
Insurance (per month) 45.00
Other expenses: 20.00 (miscellaneous)
145.00 (car repair)
Total Expenses $390.00

AS23

1.-3.  Answers to these questions will vary depending on the student’s assigned income and personal
preferences for spending.

4. Answers may include such things as household supplies, toiletries, items to decorate the home, etc.
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AS24

Amount of Amount of Balance

Item Paymentor |v | Depositor
No. Date Transaction Description Withdrawal | T Interest 246685
1113 ]4/30 Angela’s Cards and Gifts 24|65 24165
~|Birthday Gift 2442120
1114 {51 Mehta Properties 35000 350100
Rent 2092]20
1115 |5/5 City of Anywhere 43125 43]25
Utilitles 2048195
1116 |5/5 Any Telephone Company 15|82 15182
. | Telephone Service - 203313
1117 |5/6 Goode’s Market 6513 6513
- |Groceries 196800
1118 |5/8 United Financial Services 218|115 218|115
Car Payment 1749185
1119 |5/9 Mutual Shield Insurance 31500 31500
Car Insurance 1434185
1120 |5/12 Smart Shoppe 35|28 35}28
Clothing 139957
1121 |5/16 Crown Pharmacy 18|89 18|89
Prescription 138068
1122  |5/18 Dollar Discount Store 22|18 22118
Home Supplies 135850
1123 |5/20 Dillon’s Shoes Store 38|77 38177
1Shoes _ 131973

Answers to Evaluation

1.
2.
3

c
b
c

Credit is the transfer of money on promise of repayment at some future date.

Interest is the money paid on money that is invested or borrowed and usually consists of a
percentage of the amount of money borrowed when using credit.

Answers may include any two of the following: debt may hamper future credit purchases; it may
create difficulty in paying for those things needed for survival; an individual's wages may be
garnisheed to pay debts; and an individual who cannot pay off debts may be forced to declare

bankruptcy.
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UNIT IIl - FINANCIAL MANAGEMENT Name

Lesson2:  Developing a Budget Date

EVALUATION
Circle the letter that corresponds to the best answer.
1. Which of the following is not a characteristic of credit?

a. Credit must be taken into account in short-, intermediate-, and long-term financial management,
because money must be paid back out of future income.

b. Interest on credit increases the total cost of an item, so money may be saved by paying cash
instead of using credit.

C. Credit provides a statement of expenditures over a specific period of time that helps control how
money is spent.

d. If used wisely, credit can be used to purchase items needed immediately, which can then be paid

for over a period of time.
2, What is one reason it is important to have a personal budget?

a. A budget helps plan how money is to be earned.
b. A budget is a planning tool that enables individuals to set priorities and monitor progress toward

goals.

c. A budget ensures that the planned expenditure of money will never have to be postponed until a
later time.

d. A budget allows an individual to spend more money than is received.

3. Approximately what percentage of monthly income should be spent on housing, according to general
budgetary guidelines?

5 to 10 percent

10 to 20 percent
20 to 30 percent
30 to 35 percent

coow

Complete the following short answer questions.

4, What is credit?

5. What is interest?

6. What are two negative financial consequences of debt?
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UNIT 1Il - FINANCIAL MANAGEMENT AS 2.1

Lesson 2:  Developing a Budget Name

Preparing a Personal Budget
Objective: Prepare a personal budget.
Prepare a budget for the next month showing your income and expenditures.

BUDGET PERIOD: to

INCOME:

Wages (after taxes) $
Allowance
Other Income:

Total Income $

SAVINGS:

Savings Account $
Other Savings:

Total Savings $
EXPENSES:

Food $
Clothing

Entertainment

Transportation

Insurance

Other Expenses:

Total Expenses $
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UNIT IIt - FINANCIAL MANAGEMENT AS 2.2

Lesson2:  Developing a Budget Name

Making Budget Revisions
Objective: Revise a budget to take into account unexpected expenses.

Read the information given below. Then revise the budget. Fill out the new budget on the back of this
sheet.

Jesse is a junior in high school. For the past year, he has been using a budget to plan how to spend his income.
His expenses are very similar each month, and through planning he has been able to save to purchase a car and
has managed to put $150.00 away in a savings account. He has a part-time job after school. He works on the
family farm as well, for which he gets paid an allowance. He also earns $15.00 one Saturday afternoon each
month for helping a neighbor. After budgeting for his usual expenses for January, Jesse plans to use the extra
money to buy a CD player he wants. He has already checked the price, and the player will cost him $160.00.
With the purchase of the CD player, the planned budget works out with income equal to expenses, so Jesse
decides to use the budget for his spending plan for January. A copy of his budget is shown below.

BUDGET PERIOD: January 1 to January 31
INCOME:
Wages (after taxes) 350.00
Allowance 40.00
Other Income 15.00
Total Income $405.00
SAVINGS:
Savings Account $150.00
EXPENSES:
Food 45.00
Clothing 20.00
Entertainment 25.00
Transportation 80.00
Insurance (per month) 45.00
Other expenses:
Miscellaneous 20.00
CD player 160.00
Total Expenses $405.00

On the first day of his new budget, before Jesse spent any money, his car broke down. He found out that it was
going to cost him $145.00 to have it repaired, and he needs the car to get back and forth to work. Jesse decides
he must make some adjustments in his budget. He knows that he needs to keep in mind that February is a slow
month for his employer and so he will make about $125.00 less next month than normal because he will be
working fewer hours. How should Jesse adjust his budget?
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BUDGET PERIOD: to

INCOME:

Wages (after taxes)
Allowance
Other Income:

Total Income

SAVINGS:
Savings Account

Total Savings

EXPENSES:

Food

Clothing
Entertainment
Transportation
Insurance (per month)
Other Expenses:

Total Expenses
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UNIT Ill - FINANCIAL MANAGEMENT AS 23

Lesson2:  Developing a Budget Name

Your First-Job Budget
Objective: Project a personal budget to use after obtaining your first job.

Using the figures given below, prepare a budget on the form provided. Your instructor will assign you
an hourly income for a 40-hour work week. Then answer the questions below.

Taxes: 20 percent of income
Savings: $500
Expenses:

Rent - 30 percent of net income

Utilities - 6 percent of net income

Food - 18 percent of net income

Clothing - 6 percent of net income
Transportation - 22 percent of net income
Insurance - 4 percent of net income
Entertainment - 4 percent of net income
Other expenses - 6 percent of net income

Questions
1. How much would you save each month?
2. How much would you pay for credit each month to buy the major items (such as furniture) needed to set

up a household?

3. How much money would you make available for unexpected expenses such as car repairs?

4. What are some other expenses involved in setting up a household?
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BUDGET PERIOD: to

INCOME:

Wages (after taxes)
Other Income:

Total Income

SAVINGS:
Savings Account

Total Savings

EXPENSES:

Rent

Utilities

Food

Clothing
Entertainment
Insurance
Transportation
Other Expenses:

Total Expenses
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UNIT 1ll - FINANCIAL MANAGEMENT

Lesson 2:

Obijective:

Below is a list of checks written by Jill Jackson. Record each check correctly in the check register provided.

Developing a Budget

Checkbook Balancing

Balance a checkbook.

Compute the balance after each check is recorded.

Name

AS 2.4

1. May 1, 19-- Check No. 1114 for $350.00 to Mehta Properties for rent
2. May 5, 19-- Check No. 1115 for $43.25 to the City of Anywhere for utilities
3. May 5, 19-- Check No. 1116 for $15.82 to Any Telephone Company for telephone service
4, May 6, 19-- Check No. 1117 for $65.13 to Goode’s Market for groceries
5. May 8, 19-- Check No. 1118 for $218.15 to United Financial Services for car payment
6. May 9, 19-- Check No. 1119 for $315.00 to Mutual Shield Insurance for car insurance
7. May 12, 19-- Check No. 1120 for $35.28 to Smart Shoppe for clothing
8. May 16, 19-- Check No. 1121 for $18.89 to Crown Pharmacy for prescription
9. May 18, 19-- Check No. 1122 for $22.18 to Dollar Discount Store for home supplies
10. May 20, 19-- Check No. 1123 for $38.77 to Dillon’s Shoes Store for shoes
Amount of Amount of | Balance
ltem Payment or|v | Deposit or
No. | Date Transaction Description Withdrawal [ T] Interest 046685
1113 |4/30 |Angela’s Cards and Gifts 24165 24165
| Birthday Gift 2442120
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UNIT Il - FINANCIAL MANAGEMENT

Lesson 3:  Credit

Competency/Objective:  Describe the sources of credit and credit guidelines.
Study Questions

1. What is an individual’s credit history?

2. How does an individual establish a good credit history?

3. What are the kinds and sources of credit?

4, How is simple interest computed?

5. How is compound interest computed?

6. How are payments on amortized loans figured?
References
1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-

Columbia: Instructional Materials Laboratory, 1997, Unit lIl.
2. Transparency Master

a) T™ 3.1: Questions to Ask Before Using Credit
3. Activity Sheet

a) AS 3.1: Planning Credit for Goals
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UNIT il - FINANCIAL MANAGEMENT

Lesson 3:  Credit

TEACHING PROCEDURES

A.

Review

The last lesson discussed the role of the budget as a tool for financial management that helps plan
expenditures of income and the use of credit. In this lesson, the sources of credit will be discussed in
greater detail. Guidelines for establishing a good credit history will be discussed as well.

Motivation

Ask the students how many of them would like to buy a new car and how they would pay for it if they did.
Explain to them that credit allows individuals to borrow money for their personal benefit. In order to get
a loan, however, the borrower must show the lender evidence of ability to pay the money back. Ask the
students how many of them have established some type of credit history that would show a lender that
they are responsible enough to pay back a loan.

Assignment
Supervised Study
Discussion

1. Ask students to describe what a credit history is. Discuss how the proper management of finances
can establish credit.

What is an individual’s credit history?

a) A credit history is a record of how finances have been managed in the past.
b) The ability of an individual to obtain credit is influenced by his or her credit history.

2. Ask students to describe how to establish a good credit history.
How does an individual establish a good credit history?

a) Managing checking and savings accounts responsibly
b) Paying bills on time

c) Using credit cards wisely

d) Borrowing money and repaying the loan on schedule

3. Have students list the different kinds and sources of credit. Discuss why it is important to evaluate
the different sources of credit to determine which source meets an individual’s needs. On AS 3.1,
have students record the type and source of credit that they might use to meet the goals that they
established in Lesson 1 of this unit (refer back to AS 1.3). Remind students that credit should only
be used when necessary, using TM 3.1 to illustrate guidelines for using credit.

What are the kinds and sources of credit?
a) Credit can be divided into two basic types based on the length of time the money is needed.
The intended use of loans will help determine which type is chosen.

1) Current credit - money borrowed for less than one year
(a) Includes items purchased on credit cards

111-35



(b)  May include loans for medical bills or emergency loans for auto or home
repairs
(¢)  Usually paid back in monthly installments
2) Noncurrent credit - money borrowed for more than one year
(a) Includes credit used to buy a car or furniture or to pay for educational
expenses
(b)  Used for buying a home or land or for purchasing or starting a business
(c)  Usually paid back in monthly installments
b) Credit terms

1) Secured loan - a loan in which the asset being purchased, or some other asset owned
by the borrower, is put up as collateral to secure repayment of the money borrowed

2) Unsecured loan, signature loan - a loan that does not require collateral and is based
on a good credit history

3) Repayment - Lump sum or periodic payments of principal and interest

c) Credit may be received from several different sources; the amount, length, purpose,
repayment schedule, and type of security needed will vary with the source of the credit.

1) Commercial banks - offer short- and long-term credit for individuals and businesses
that may be repaid in a single payment or in periodic payments of principal and
interest. The loan can be for almost any use.

2) Credit unions - cooperative associations that accept savings deposits and make small
short- and long-term loans to members

3) Savings and loans - originally set up for long-term credit used to buy homes. They
provide credit for real estate

4) The Small Business Administration - primarily guarantees short- and long-term credit
for small businesses

5) Manufacturers and dealers - primarily offer short- and long-term credit to customers
for buying cars, furniture, or other products that the dealer or manufacturer sells

6) Bank credit cards - plastic cards issued by a bank that offer short-term credit to buy
goods and services, with billing taking place on a monthly basis

Ask students if they understand how interest is computed. Write sample problems on the board or
overhead.

How is simple interest computed?

Simple interest (i) is calculated by multiplying the principal borrowed (p) by the rate of interest
charged (r) and the amount of time (t), using the formula i = prt.

Ask students what compound interest is. Discuss how it is computed.
How is compound interest computed?
a) The formula for figuring compound interest is as follows:

A=p(1+1r )
X

b) Ais the amount of principal and interest, p is the principal, ris the yearly rate of interest, y
is the number of years, and x is the number of times the interest is compounded yearly.

Discuss how payments on amortized loans are calculated.
How are payments on amortized loans figured?

a) Amortized loans are payed off in installments over time, with each payment covering the
current interest and part of the principal.
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b) Each payment is the same amount of money. Early payments include more interest and less
capital. Interest payments decrease in later years as the outstanding principal decreases.
More of the payment then goes to pay off the principal.

c) Lending institutions usually calculate payments on amortized loans using software designed
for financial management.

d) Amortization tables can also be used as a quick reference for figuring payments. The
principal is multiplied by the value from the table to calculate the annual payments.

Other Activities

Invite a representative from a local bank, credit union, or savings and loan to talk to the students. Have
the representative discuss what a lender looks for before approving credit and the best way to build a good
credit history.

Conclusion

Building a good credit history is an important part of financial planning. Establishing a good credit history
by using credit wisely can help an individual reach his or her goals and objectives by helping to ensure that
credit will be available when necessary. Since many kinds of credit are available from many sources, a
person should evaluate them carefully to determine which best meets his or her needs.

Answers to Activity Sheets

AS 3.1

Answers will vary.

Answers to Evaluation

AHWN =
QT O

o

A credit history is a record of how finances have been managed in the past.

7. Current credit is money borrowed for less than one year, while noncurrent credit is money borrowed
for more than one year. Answers may vary for examples of each type of credit. Examples of things
for which current credit is used include items purchased on credit cards and loans for medical bills
and auto and home repairs. Noncurrent credit could be money borrowed to buy a car, furniture, or

appliances; to pay for educational expenses; to buy a home or land; or to purchase or start a
business.

8. A=p(1 +r)*
X

9. An individual can establish a good credit history by managing checking and savings accounts
responsibly, paying bills on time, using credit cards wisely, and borrowing money and repaying the
loan on schedule.

10.  $112.50
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UNIT il - FINANCIAL MANAGEMENT Name

Lesson3: Credit Date

EVALUATION
Circle the letter that corresponds to the best answer.

1. Which of the following sources of credit are cooperative associations that accept savings deposits and
make small short- and long-term loans to members?

Savings and loans
Commercial banks

Small Business Administration
Credit unions

apop

2. Which of the following sources of credit provides short- and long-term credit for individuals and
businesses?

a Commercial banks

b. Bank credit cards

c Savings and loans

d Small Business Administration

3. What type of credit do savings and loans provide?

a. They make short- or long-term loans to members.

b. They guarantee short- and long-term credit for small businesses.
C. They provide long-term credit used to buy real estate.

d. They offer short-term credit to buy goods and services.

4, Which of the following requires collateral to obtain money?

a. Signature loan
b. Secured loan
c. Unsecured loan
d. Credit cards

5. Which of the following statements about amortized loans is correct?

Amortized loans are payed off in a lump sum.

Each payment is a different amount of money.

Early payments include more capital and less interest.
Amortization tables can be used to figure payments.

apop

Complete the following short answer questions.

6. What is a credit history?
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7. How long is the period for repayment of current and noncurrent credit? Give an example of each type of
credit.

8. What is the formula for figuring compound interest?

9. What are four things an individual can do to establish a good credit history?
a.
b.
c.
d.

10. What is the simple interest on $5,000 at 9 percent interest for three months?
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™ 3.1

Questions to Ask Before Using Credit

When considering whether or not to make a purchase using
credit, ask yourself these questions:

*

How much credit do | need?
What is the interest rate that | will be paying?

What will be the total amount of interest | will have to pay
back?

For how many months will | have to make payments, and
how much will | have to pay?

Do | have any other financial obligations during this time
period, and will this loan affect my ability to repay them?

Is collateral needed to secure credit?

What will be the value of the item that | am buying when it
is paid off?

Will this purchase improve or damage my credit history?

CAN | AFFORD THIS WITHOUT DAMAGING MY
BUDGET AND WIPING OUT MY SAVINGS?
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UNIT lit - FINANCIAL MANAGEMENT AS 3.1

Lesson 3: Credit Name

Planning Credit for Goals
Objective: Choose the appropriate type and source of credit to fulfill goals.

Fill out the table below, recording the type and source of credit that you use or will use to fulfill your
goals as outlined in AS 1.3 in Lesson 1 of this unit.

METHOD OF TYPE OF CREDIT | SOURCE
PAYMENT (CURRENT OR OF
GOALS COST | (CASH OR CREDIT) NONCURRENT) CREDIT
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UNIT HI - FINANCIAL MANAGEMENT

Lesson 4:  Developing a Savings and Investment Plan

Competency/Objective:  Develop a savings and investment plan as part of a complete financial plan.
Study Questions

1. What is the time value of money?

2. What is the Rule of 72?

3. Why is it important to save money?

4, What are the different ways of saving and investing money?

5. How does an individual develop a savings and investment plan?
References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit lll.

2. Transparency Masters
a) T™M4.1: A Penny Doubled
b) ™ 4.2 Future Value of an IRA
c) ™ 4.3: Risk Pyramid

3. Activity Sheet

a) AS 4.1; Future Value of Money
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UNIT Ill - FINANCIAL MANAGEMENT

Lesson 4:  Developing a Savings and Investment Plan

TEACHING PROCEDURES

A

Review

The last lesson discussed the types and sources of credit and the need to build a good credit history to
obtain credit. This lesson will cover the importance of developing a savings and investment plan.
Investment is another way of earning money for future income in order to meet financial goals and
objectives.

Motivation

Ask students to imagine that all of them have rich aunts who plan to give them some money. They are
offered two choices. They may receive one million dollars immediately and one million more each month
for eleven months, for a total of twelve million dollars. They may also receive one penny now, and the total
amount accumulated will be doubled at the end of each month for thirty-six months. With the second
option, at the end of one month they will each have two pennies, at the end of two months they will each
have four pennies, at the end of three months they will each have eight pennies, etc. They have five
seconds to make up their minds. Ask the students which offer they would choose. Use TM 4.1 to illustrate
the situation. Discuss how a small amount of money can grow over time if a person develops a consistent
habit of saving.

Assignment
Supervised Study
Discussion

1. Ask students to explain the time value of money. Discuss how interest increases the value of the
money originally invested. Complete AS 4.1.

What is the time value of money?

a) The time value of money is the relationship of money, interest, and time.

b) The value of the money originally put in a savings account or invested may be increased
through interest. Interest is the payment received by an individual for letting someone else
use his or her money. The longer money is invested or the higher the interest rate earned,
the greater the return.

1) Simple interest - interest that is paid only on the sum of money loaned or invested
2) Compound interest - interest paid not only on the amount loaned or invested but also
on the accrued interest

c) The formula for calculating the future value of money enables an individual to determine the
value of savings or investments in interest-bearing accounts after they have been
compounded with interest for a specific period of time. In the formula, FV is the future value,
p is the principal, i is the rate of interest, and n is the number of years of interest.

FV = p(1+)"

2. Ask students to explain the Rule of 72.
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What is the Rule of 727

The Rule of 72 is a formula that provides an estimate of the number of years it would take for an
investment to double in value. In the formula, iis the rate of interest and y is the number of years
to double the investment.

2=y
i

Ask students why saving money is a vital part of financial planning. Discuss the importance of

consistency in following a savings program. Point out that 10 percent of net income should be
saved.

Why is it important to save money?

a) To reach goals and objectives by allocating money for the future

b) To meet emergencies, such as unexpected expenses or expenses for periods when no
income is earned

c) To earn additional money through interest

Have students list the different ways of saving and investing money. Discuss how the amount of
interest or return is related to risk.

What are the different ways of saving and investing money?

a) Saving

1) Insured savings account - Insured savings accounts are available through banks,
savings and loans, credit unions, and other financial institutions. An insured savings
account can be started with a small amount of money, where it can earn interest and
be readily available if needed for an emergency or other investments. Interest rates
are lower than with other methods of saving, but deposits under $100,000 are insured
by the government.

2) Certificates of deposit - Certificates of deposit are also available through banks and
some other financial institutions. They are issued for different amounts and for
different lengths of time. Money invested in certificates of deposit is not as readily
available as money invested in savings accounts, but it earns higher interest rates:
the longer the period of time, the higher the interest rate. Certificates of deposit are
insured by the government.

3) Annuities - An annuity is very similar to a certificate of deposit but is issued by an
insurance company rather than a bank. They almost always pay higher interest than
CDs. A penalty is assessed for early withdrawl of the money invested.

4) U.S. savings bonds - Savings bonds are available through most financial institutions.
Many companies also offer payroll deductible plans. The bond is purchased at an
amount less than face value and grows to the face value at the maturity date specified
on the bond. Interest rates are lower than those of other bonds, but money is
guaranteed by the government.

b) Investing

1) Treasury bonds - Treasury bonds are issued by the U.S. Treasury Department. They
are available in amounts from $1,000 to $1 million and mature after periods of
30 days up to 5 years. Treasury bonds fluctuate in value but generally have better
interest rates than savings accounts or savings bonds: the longer the time to
maturity, the greater the interest rate.

2) Bonds - Bonds are issued through corporations and local governments. A bondis a
certificate of debt that promises payment of interest on a specified date and payment
of the original investment upon maturity. The interest earned is higher than that of
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savings accounts or savings bonds, but bonds are more risky, because they are
dependent on the financial well-being of the issuer.

3) Mutual funds - Mutual funds are professionally managed diversified investments in
several different companies. They allow individual investors to pool their money to
meet various investment objectives. Mutual funds are listed in many newspapers.
The price listed is the cost of one share of the fund. The amount that the share
increases or decreases from the original purchase price is the amount gained or lost
on the investment. Earnings are not guaranteed.

4) Futures - Futures contracts are contracts for the purchase and sale of commodities
for future delivery that are traded on the commodities exchanges. Speculators may
not make a profit and may even lose their original investment.

5) Stock - Stocks represent shares of ownership in a company. The price of the share
may increase or decrease, depending on the success of the company. Stocks are
traded on the New York Stock Exchange and the American Stock Exchange.

5. Ask students how they would develop a savings and investment plan as a part of their financial
plan.

How does an individual develop a savings and investment plan?

a) Open an insured savings account.
b) As the amount of money saved increases, diversify.
1) Diversification is the reduction of risk through the spreading of money among several
different types of savings and investments.
2) Some money remains in savings and is available for emergencies.
c) Money can also be diversified by investing in mutual funds.
1) Dividends are usually automatically reinvested in the fund.
2) A ready market for selling mutual funds exists if the money is needed for an
emergency.

Other Activities

1. Invite a representative from the local bank to talk about insured savings accounts, certificates of
deposit, bonds, and mutual funds. Discuss the different interest rates earned by each type of
investment. Discuss earnings on mutual funds.

2. Invite a financial planner to talk to the class about investment plans. Have him or her discuss how
to get started investing and the risk factors of investments.

3. Have students look up current values for stocks and commodities on the Internet.
Conclusion

The time value of money is an important concept in developing a savings and investment plan. A dollar
received today is not equal to a dollar received in the future, because today’s dollar can be invested to
produce interest or a positive return in excess of the original dollar. Consistent saving is essential to a
successful financial plan, because it allocates money to achieve future goals, provides a fund for
emergencies, and increases income through interest. An investment plan can start with a savings account
and build gradually into a diversified investment program that takes advantage of the many alternatives
for saving and investing.

Answers to Activity Sheet

1. $1,102.50, $1,276.28
2. $7,346.64, $10,794.62
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Answers to Evaluation

ok wN
poamoa

N

Diversification is the reduction of risk through the spreading of money among several different types
of savings and investments.

8. The three reasons for saving money are to reach goals and objectives by allocating money for the
future, to meet emergencies, such as unexpected expenses or expenses for periods when no
income is earned, and to earn additional money through interest.

9. FV = $220.50

10. FV =$3,276.99
11.  y=09.6years
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UNIT Il - FINANCIAL MANAGEMENT Name

Lesson 4:  Developing a Savings and Investment Plan Date

EVALUATION

Circle the letter that corresponds to the best answer.

1.

What is the second step in developing a savings and investment plan?

Selling mutual funds

Opening an insured savings account
Cashing in certificates of deposit
Diversifying investments

aoop

What are mutual funds?

a. Certificates issued by the U.S. Treasury Department
b. Shares of ownership in a company

c. Shares in diversified investments

d. Certificates issued by banks

Which of the following involves the least risk of loss?
a. U.S. savings bonds

b. Mutual funds

c. U.S. treasury bonds

d. Stock

The relationship of money, interest, and time is referred to as the

a. Savings and investment plan
b. Dividend

c. Principal

d.

Time value of money
What is interest?

a. The amount paid by an individual for letting someone use his or her money
b. The amount received by an individual for letting someone use his or her money
c. The sum of money placed in a savings account
d. The sum of money received after selling a share of stock

What is stock?

Shares of ownership in a company
Certificates insured by the government
Certificates issued by the government
Shares in diversified investments

apow

-51



Complete the following short answer questions.

7. What is diversification?

8. What are three reasons for saving money?

a.

Calculate the future value of money for the following problems. Remember to convert percentages to
decimals.

9. What will the future value of $200 be in two years with an interest rate of five percent?

10.  What will the future value of $2,500 be in four years with an interest rate of seven percent?

Use the Rule of 72 to answer the question below.

11.  How long would it take an investment to double if the interest rate was 7.5 percent?
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™ 4.1

A Penny Doubled
MONTH BEGINNING VALUE ~ TOTAL ACCRUAL
1 .01 .02
2 .02 .04
3 .04 .08
4 .08 16
5 16 32
6 .32 64
7 64 $1.28
8 $1.28 $2.56
9 $2.56 $5.12
10 $5.12 $10.24
11 $10.24 $20.48
12 $20.48 $41.00*
13 $41.00 $82.00
14 $82.00 $164.00
15 $164.00 $328.00
16 $328.00 $656.00
17 $656.00 $1,312.00
18 $1,312.00 $2,624.00
19 $2,624.00 $5,248.00
20 $5,248.00 $10,496.00
21 $10,496.00 $20,992.00
22 $20,992.00 $41,984.00
23 $41,984.00 $83,968.00
24 $83,968.00 $167,936.00

25 $167,936.00 $335,872.00
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26
27
28
29
30
31
32
33
34
35
36

$335,872.00
$671,744.00
$1,343,488.00
$2,686,976.00
$5,373,952.00
$10,747,904.00
$21,495,808.00
$42,991,616.00
$85,983,232.00
$171,966,464.00
$343,932,928.00

TM 4.1 continued

$671,744.00
$1,343,488.00
$2,686,976.00
$5,373,952.00
$10,747,904.00
$21,495,808.00
$42,991,616.00
$85,983,232.00
$171,966,464.00
$343,932,928.00
$687,865,856.00

Total after 36 months =

$687,865,856

* Numbers have been rounded to the nearest dollar.
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This table shows earnings on an IRA with an annual contribution of $500.00 and 6%

Future Value of an IRA

interest compounded daily.

Age When Initial Investment Is Made

25 30 35 40 45 50 55
Age 60 | $61,520.25 | $43,351.25 | $29,890.75 |$19,919.00 | $12,531.25 | $7,058.25 | $3,003.75
Age 65 | $86,045.50 | $61,520.25 | $43,351.25 |$29,890.75 | $19,919.00 |$12,531.25 | $7,058.25
Age 70 |$119,150.25 | $86,045.50 | $61,520.25 |$43,351.25 | $29,890.75 |$19,919.00 |$12,531.25
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Risk Pyramid
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UNIT Il - FINANCIAL MANAGEMENT AS 41

Lesson4:  Developing a Savings and Investment Plan Name

Future Value of Money
Objective: Calculate the value of money over time.

Using the formula for the future value of money, calculate the value of money over time for the problems
below. Remember to convert percentages to decimals.

1. If $1,000 was deposited in a savings account that earned five percent interest, what would the future value
be in two years?

What would the future value be in five years?

2. In five years, what would the future value be of a $5,000 certificate of deposit earning eight percent
interest?

What would the future value be in ten years?
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Agribusiness Sales,
Marketing, and Management

Curriculum Guide: Agribusiness Sales, Marketing, and Management

Unit: III. Financial Management

Unit Objective:
Students will demonstrate an understanding of financial management
principles by establishing a budget for their supervised agricultural
experience (SAE).

Show-Me Standards: 1.2, CA4

References:
Agribusiness Sales, Marketing, and Management. University of Missouri-
Columbia, Instructional Materials Laboratory, 1997.

Missouri Agricultural Record Book for Secondary Students. University of
Missouri-Columbia, Instructional Materials Laboratory, 1997.

Instructional Strategies/Activities:
 Students will engage in study questions in lessons 1 through 4.
 Students will complete AS 1.4, Business Expense Report; and AS 2.1,
Preparing a Personal Budget.
e Additional activities that relate to the unit objective can be found under
the heading “Other Activities” in the following locations: p. III-37 and
p. I11-49 (1).

Performance-Based Assessment:
Using principles of financial management, each student will develop and
establish a budget for his or her SAE. The budget should take into
consideration elements related to start-up capital and projected income and
expenses.

Assessment will be based on the completeness and accuracy of the budget, as
well as the organization and details of the items included in the budget.
Spelling and arithmetic calculations also will be factors in the assessment.
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Agribusiness Sales, Marketing, and Management

Unit Ill—Financial Management
Instructor Guide

The instructor should assign the performance-based assessment activity at the
beginning of the unit. Students will work toward completing the activity as
they progress through the unit lessons. The assessment activity will be due at
the completion of the unit.

1. Each student will develop and establish a budget for his or her SAE, using
principles of financial management, and listing the items in an orderly and
clear manner on a budget (income/expense) sheet, such as Form 5, Cash Flow
from the Missouri Agricultural Record Book for Secondary Students.

2. The budget should account for projections of start-up capital (for ownership
SAEs) or earnings (for placement SAEs), all items of expense, and all sources
of income. Examples of each follow:

Start-up capital might be derived from loans or personal resources.

Earnings might come from payment from an employer for labor.

Expense items include such things as tools, equipment, and supplies.

Income items are revenue generated from the sale of products (e.g.,

livestock, produce), services (e.g., work for hire, specialized business), or

capital appreciation (e.g., interest from a savings account).

co0o

3. Assessment will be based on the completeness and accuracy of the budget.
a. Other assessment factors are the organization and details of the items
included in the budget.
b. Spelling and arithmetic calculations also will be factors in the assessment.
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Agribusiness Sales, Marketing, and Management

Unit lll—Financial Management
Student Handout

1. Develop and establish a budget for your SAE, using principles of financial
management, and listing the items in an orderly and clear manner on a
budget (income/expense) sheet, such as Form 5, Cash Flow from the Missouri
Agricultural Record Book for Secondary Students.

2. Your budget should account for start-up capital (for ownership SAEs) or
earnings (for placement SAEs), all items of expense, and all sources of
income. Examples of each follow:

Start-up capital might be derived from loans or personal resources.

Earnings might come from payment from an employer for labor.

Expense items include such things as tools, equipment, and supplies.

Income items are revenue generated from the sale of products (e.g.,

livestock, produce), services (e.g., work for hire, specialized business), or

capital appreciation (e.g., interest from a savings account).

(M) iy ]

3. Assessment will be based on the completeness and accuracy of your budget.
a. Other assessment factors are the organization and details of the items
included in the budget.
b. Spelling and arithmetic calculations also will be factors in the assessment.
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Agribusiness Sales, Marketing, and Management

Unit lll—Financial Management

Scoring Guide Name
“AssessmentArea. | Criteria. | OPoints  |1Point |2 Points | 3 Points | 4 Points | Weight | Total
Start-Up Capital or a Complete 0 criteria met | 1 criterion | 2 criteria | 3 criteria | All4 X75
Earnings Q Accurate met met met criteria
a Organized met
Q Detailed
Expenses 0 Complete O criteria met | 1 criterion | 2 criteria | 3 criteria | All4 X75
Q Accurate met met met criteria
a Organized met
O Detailed
. Income o Complete 0 criteria met | 1 criterion | 2 criteria | 3 criteria | All4 X7.5
he Q Accurate met met met criteria
5 0 Organized met
N Q_ Detailed
Technical Q Spelling O criteria met | 1 criterion | 2 criteria | 3 criteria | All4 X25
Considerations Q Arithmetic met met met criteria
Q Orderly met
Q Clear
TOTAL
Final Assessment Total /100 pts.

Comments:
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UNIT IV - PERSONAL DEVELOPMENT

Lesson 1:  Developing a Positive Work Attitude

Competency/Objective:  Describe how to develop a positive work attitude.

Study Questions

1. What is a positive work attitude?

2, Why is a positive work attitude necessary?

3. How can a positive work attitude be achieved?
References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit IV.

2. Transparency Master
a) ™ 1.1: “Be” Attitudes
3. Activity Sheet

b) AS 1.1: Identifying Positive Work Attitudes
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UNIT IV - PERSONAL DEVELOPMENT

Lesson 1:  Developing a Positive Work Attitude

TEACHING PROCEDURES

A.

Introduction

In order to succeed in a career, an individual must develop his or her personal capabilities. Personal
development includes developing a positive work attitude, developing interpersonal relationships in the
workplace, taking criticism, and behaving ethically. This lesson will discuss how an employee can develop
a positive work attitude.

Motivation

Ask students if any of them are having, or have recently had, a “bad” day. Have an open discussion about
ways that they could have made the day better. Talk about how one person’s bad mood or attitude affects
other people. Discuss the effect of a bad attitude on the workplace.

Assignment
Supervised Study
Discussion

1. Discuss the qualities that form a positive work attitude. Refer to TM 1.1. Have students complete
AS 1.1.

What is a positive work attitude?

A positive work attitude is revealed through a combination of traits that are displayed in the

workplace.

a) Confidence - Believing in self and others

b) Self-starter - Working with minimum supervision, using all opportunities to learn more about
job responsibilities, and taking on more responsibility

c) Cooperation - Following job rules and regulations, considering the ideas of others, and
helping others

d) Courtesy - Being polite to other people in the workplace, showing respect to others, speaking
with a pleasant voice, and expressing appreciation for their time and effort

e) Dependability - Following instructions, being punctual and consistent in attendance, and
completing tasks on time

f) Honesty - Being truthful when giving information, keeping promises, handling company
money wisely, and not wasting time on the job

9) Flexibility - Learning new procedures and information and cheerfully accepting change

h) Enthusiasm - Spreading fellowship and pride throughout an organization through
enthusiastic behavior

2. Ask students to explain the importance of having a positive work attitude. Discuss situations where
having a positive attitude can change the way problems are handled.

Why is a positive work attitude necessary?

A positive work attitude creates an opportunity for advancement and success in a career, because
it helps an employee appreciate his or her job and want to add to his or her knowledge and skills.
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He or she is thus a valuable asset in terms of both performance and attitude, which is likely to
spread to others.

3. Discuss with students how a person can develop a positive attitude.
How can a positive work attitude be achieved?

a) Find people in the workplace who have a positive attitude, and observe and imitate that
attitude.

b) Try to build self-confidence.

c) Work on improving the traits and behaviors associated with a positive work attitude,
especially enthusiasm.

Other Activities

Have an open class discussion about different problems in the workplace that students have experienced
or that may occur. Ask specifically about situations in which a positive attitude toward the situation could
have made it better.

Conclusion

A positive work attitude is necessary for happiness and success in the workplace. Being confident, a self-
starter, cooperative, courteous, dependable, honest, flexible, and enthusiastic are all traits associated with
a positive attitude.

Answers to Activity Sheet
AS 1.1
Answers will vary. Suggested responses are outlined below.

1. Ryan does not have to defend the changes. However, he should display a positive attitude by
suggesting that everyone should do the best they can to make the changes work. Ryan should
stress that each employee needs to do whatever he or she can to make sure that the business runs
smoothly.

2. Jan should not bring up the problem in the meeting. Instead, she should discuss it privately with
Ana. Jan should make every effort not to embarrass the new district sales manager. She should
simply bring it up as a possible problem that Ana may want to take into consideration and then
explain why she thinks it may be problematic based on past or present experience. The exploration
of the problem should be approached as a joint venture between the two of them, with Jan as a
concerned employee who is committed to preventing difficulties.

Answers to Evaluation

HOWON =
Qoo

o

A positive work attitude creates an opportunity for advancement and success in a career, because
it helps an employee appreciate his or her job and want to add to his or her knowledge and skills.
He or she is thus a valuable asset in terms of both performance and attitude, which is likely to
spread to others.
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6.

A positive work attitude can be developed by finding people in the workplace who have a positive
attitude and observing and imitating them, trying to build self-confidence, and working on improving
the traits and behaviors associated with a positive work attitude.
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UNIT IV - PERSONAL DEVELOPMENT Name

Lesson 1:  Developing a Positive Work Attitude Date

EVALUATION
Circle the letter that corresponds to the best answer.

1. Which trait is the sum of all the other traits of a positive work attitude?

a. Flexibility
b. Courtesy
c. Enthusiasm
d. Cooperation

2. Being a self-starter involves all of the following except:

a. Working with minimum supervision.

b. Being flexible when working with others.
c. Learning more about job responsibilities.
d. Taking on more responsibilities.

3. Completing work assignments on time is a sign of

a. Cooperation

b. Confidence

C. Honesty

d. Dependability
4, Honesty involves:

a. Being blunt when discussing the shortcomings of others.
b. Following rules and regulations.
c. Expressing anger when problems occur.
d. Being truthful when giving information.

Complete the following short answer questions.

5. Why is it important to have a positive work attitude?

6. How can a positive work attitude be developed?
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#Be Confident

#Be a Self Starter
B3¢ Cooperative

B¢ Courteous

7Be Dependable

3¢ PHonest

Be JFlexible

e Enthusiastic

a
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UNIT IV - PERSONAL DEVELOPMENT AS 1.1

Lesson 1:  Developing a Positive Work Attitude Name

Identifying Positive Work Attitudes
Objective: Identify how aspects of a positive work attitude can be applied to various work-related situations.

Read the scenario described in each problem. Identify how a person with a positive work attitude would
respond in each situation.

1. XYZ Unlimited is making some major changes in production. Itis the day before the changes are to take
effect. Several employees are discussing them in the break room, complaining about the new production
methods. They ask Ryan’s opinion about the changes.

How should Ryan respond?

2. Jan is attending a sales meeting. Ana, the new district sales manager, is explaining the modifications she
has made to the sales plan for the district. Jan had been up for the promotion to district sales manager,

but Ana was selected for the position instead. Listening to the plan, Jan sees a potential problem that Ana
has not considered. The problem could cause Ana's plan to fail.

How should Jan handle this situation?
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UNIT IV - PERSONAL DEVELOPMENT

" Lesson 2:

Positive Workplace Relationships

Competency/Objective:  Describe how to develop positive workplace relationships.

Study Questions
1. How can an employee maintain a positive work relationship with his or her boss?
2. How can a positive relationship with coworkers be maintained?
3. How does an employee work as a team member?
References
1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1996, Unit IV.
2. Transparency Master
a) ™ 2.1: Possible Lines of Authority
3. Activity Sheet
a) AS 2.1: Maintaining Postive Workplace Relationships
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UNIT IV - PERSONAL DEVELOPMENT

Lesson 2:  Positive Workplace Relationships

TEACHING PROCEDURES

A.

Review

In Lesson 1, the importance of developing a positive work attitude was discussed. A positive work attitude
is reflected in the employee’s behavior in the workplace and consists of a combination of many positive
traits. Ideally, a positive attitude becomes a state of mind. Lesson 2 will discuss how to develop a positive
work relationship with both superiors and coworkers. Even though each person may work individually
when he or she is completing one part of a task, that person must be able to work as a part of a team so
that each task can be combined into a unified effort to meet the goals of the business.

Motivation

Ask students how many of them have been involved in a team sport. Discuss how team sports combine
both individual and team efforts. For example, a quarterback on a football team relies on the receiver to
catch a pass in order to move closer to the goal and complete the task of scoring a touchdown. The
quarterback also relies on other teammates to defend him so that he has time to throw the ball. The coach
helps each team member become better at their tasks and coordinates each individual's effort to achieve
the unified goal of winning the game. Compare team sports to working as a team on the job.

Assignment
Supervised Study
Discussion

1. Ask students how an employee can maintain a positive work relationship with his or her boss.
Discuss the importance of understanding the lines of authority and the chain of command. Use AS
2.1 to illustrate lines of authority.

How can an employee maintain a positive work relationship with his or her boss?

a) By remembering that the boss’s job is to help others achieve the purpose of the organization
b) By realizing that in order to combine all necessary tasks the organization must have an
orderly system
1) Respecting and following the lines of authority or chain of command
2) Following all rules and regulations
3) Showing up for work on time and not resisting changes
4) Completing tasks correctly
5) Being a problem solver
c) By communicating properly with the boss when problems arise
1) Communicating in terms of what can be observed or measured rather than in terms
of personal attitudes or feelings
2) Expressing desired outcomes rather than complaining
3) Giving honest and complete information

2. Discuss the importance of developing and maintaining a positive relationship with coworkers. Ask
students how a positive relationship can be maintained.
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How can a positive relationship with coworkers be maintained?

a) By doing your share of the work

b) By treating others considerately
1) Respect the fact that coworkers will have differences and tolerate those differences.
2) Try to understand and accept other perspectives when disagreements occur.
3) Make compromises to resolve disagreements.

3. Discuss how an employee can be a team member. Emphasize the importance of working as a
member of a team. Provide an example from business, such as how workers in manufacturing rely
on other people to complete different parts of a product, on sales people to sell the product, and on
others to distribute the product that has been sold to the customer. TM 2.2 can be used to illustrate
the concept of teamwork. Divide the class into groups and have students complete AS 2.1.
Discuss the answers to the activity sheet.

How does an employee work as a team member?

a) Workers need to understand even though people have differences, they must form a team
to produce a product or offer a service, since individual effort is useless without the efforts
of others on the team.

b) Successful team members share several important traits.

1) They work hard to do their part to contribute to the success of the team. They strive
for excellence even when a task seems unpleasant.

2) They share their ideas with others if they believe that they will help the team to be
successful.

3) They concentrate on finding solutions to problems facing the team rather than on the
problems themselves. Focusing on the problem may simply contribute to it.

4) They accept the decisions made by others, whether the decision is made by the team
as a whole or by a manager.

5) They take interest in what the other members of the team are doing. They provide
encouragement and praise for their efforts.

6) When the team succeeds, they take personal pride in that success. When the team
is not successful, good team members are willing to take responsibility for their
actions if they have contributed to the problem.

Other Activities

Have an open discussion in which students consider how they might handle problems that occur in the
workplace. For example, present students with a situation in which they are being discriminated against
and have them come up with a solution or solutions for dealing with the problem.

Conclusion

A team member understands that individual efforts are combined with the efforts of others to achieve a
unified goal. Maintaining a positive relationship with superiors and other employees is an important part
of reaching that goal.

Answers to Activity Sheets

AS 2.1

Answers will vary.
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Answers to Evaluation

a
b
d

W

4. Communicating in terms of what can be observed or measured rather than in terms of personal

attitudes or feelings, expressing desired outcomes rather than complaining, giving honest and
complete information

5. Teamwork is important because workers must form a team to produce a product or offer a service,
since individual effort is useless without the efforts of others on the team.
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UNIT IV - PERSONAL DEVELOPMENT Name

Lesson 2:

Positive Workplace Relationships Date

EVALUATION

Circle the letter that corresponds to the best answer.

1.

What is one thing that should be done to maintain a positive relationship with coworkers?

apow

Treat others within the business organization considerately.
Follow established lines of authority in the business organization.
Communicate problems to superiors without complaining.
Discriminate against other employees of the business.

Which of the following is not a part of maintaining a positive relationship with one’s boss?

aoow

Communicating properly with the boss when problems arise within the organization

Discussing personal attitudes and feelings when bringing problems to his or her attention
Remembering that the boss’s job is to help others achieve the purpose of the organization
Realizing that to combine all the necessary tasks the organization must have an orderly system

What is one trait of successful team members?

aoow

They share their ideas with others only when asked to contribute.
They focus their attention on the problems facing the team.

They ignore decisions that they feel will hurt the team.

They take interest in what other members of the team are doing.

Complete the following short answer questions.

4.

5.

What are three important aspects of communicating well with the boss when problems arise?

a.

C.

Why is teamwork important in producing a product or offering a service?
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UNIT IV - PERSONAL DEVELOPMENT AS 2.1

Lesson 2:  Positive Workplace Relationships Name

Maintaining Postive Workplace Relationships
Objective: Describe ways to maintain a positive workplace relationship with a difficult coworker.

Working in groups assigned by your teacher, describe how the situations outlined in the problems below

could be handled while maintaining postive workplace relationships. Be prepared to discuss your
answers.

1. A coworker does not pay attention to directions and is constantly making mistakes. These mistakes affect
the entire business, decreasing productivity and efficiency.

2. A coworker is not properly handling customer complaints and is being rude to them as well. The result is
aloss in future sales and poor public relations.
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UNIT V - COMMUNICATION SKILLS

Lesson 2: Written Communication Skills in Agribusiness

TEACHING PROCEDURES

A.

Review

As discussed in Lesson 1, verbal and nonverbal communication are vital components of the sales
process. Verbal communication consists of the spoken and written word; nonverbal communication
conveys meaning through facial expressions, gestures, body language, rate of speech, tone of voice,
and eye contact. Both must be used effectively in order for the salesperson to be successful.

Utilizing effective written communication skills is important in the sales process because written forms
of communication support and illustrate the information provided in the oral part of the sales
presentation. This lesson will discuss the types of written communication most often used in sales,
why effective written communication skills are important in agribusiness sales and marketing, and
how to write a business letter or memo.

Motivation

Display TM 2.1 at the beginning of class. It provides an extreme example of the problems of spelling
errors and lack of proofreading. Ask the class to identify the errors. Discuss what the class thought
as they read through the paragraph. Point out that computer spell check and grammar check
programs do not catch all errors. For example, using spell check would not have caught the problem
with “discus” (“discuss”) in the first line.

Assignment

Have students design a flyer for the school-based business/fund-raising activity.
Supervised Study

Discussion

1. Ask students to describe the different types of written communication they have used or seen.
Discuss the types of written communication used in agribusiness sales and marketing.

What are the various forms of written communication?

a) Letters and memos
1) Inform customers about existing or future products or changes in the company,
such as payment plans, ordering policies, or special discounts
2) Can be sent to an individual or mass mailed to all customers and potential
customers
3) Memos - used within the company to supply information to superiors and
coworkers
b) Sales proposals
1) Prepared before the sales presentation to organize the material and ensure all
the information is included
2) Contain the product description, use, price, and other positive information about
the product
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c)

d)

f)

9

Reports

1) Internal reports - any report sent to people within the company; usually contain
information about a sales representative’s activities, progress on individual
projects or with customers, and future targets for sales

2) External reports - any report sent to current or potential customers; usually
contain information to update customers about activities involving the product or
service that they are using, new products or services that will be on the market,
or changes in the company that affect them

Product analysis/information sheets

1) Provide customers with specific information about a limited number of related
products, such as cost, effectiveness, useability, and popularity of a product

2) Utilized best with one-on-one presentations

Manuals

1) Provide detailed information about the sale, use, or promotion of a product

2) Received by the salesperson from the company to aid him or her in the selling
process

3) Can be given directly to the customer or rewritten by the salesperson

Bulletins and flyers

1) Usually sent by mail

2) Inform customers about a product/service, price changes, or upcoming events

Demonstration materials

1) Include charts, graphs, or other materials that a salesperson would use during
presentations or demonstrations

2) Should emphasize positive points and important facts about the product/service

Discuss the importance of effective written communication skills.

Why are effective written communication skills important in agribusiness?

a)

To support the oral part of the sales presentation

1) Some customers prefer to see information rather than hearing it.

2) Written communication may enable customers to absorb and retain information
better because it is stated in “black and white.”

3) Customers can review information later, thus allowing them to become more
familiar with the product/service.

To reduce the chance of a misunderstanding between salesperson and customer

To allow salespeople to maintain contact with customers through the mail

1) A salesperson with a large territory cannot make frequent visits to customers and
so must mail them information.

2) The salesperson can keep a customer from feeling ignored or neglected, which
may drive him or her to deal with competitors with more readily available
salespeople.

Ask students to describe the components of a business letter and a memo. Have students
complete AS 2.1 to allow them to practice writing effective business letters.

What are the main components of business letters and memos?

a)

Business letters

1) Date

2) Inside address
3) Salutation

4) Body
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5) Close
6) Writer's identification
7) Reference initials (if typed by someone else)
8) Enclosure notation
9) Copy notation
b) Memorandums

1) Recipient
2) Sender

3) Date

4) Subject line
5) Message

6) Reference initials (if typed by someone else)
7) Copy notation

Other Activities

1.

Have the students form peer review groups and critique the first draft of the business letter
written for AS 2.1. The students should look for spelling and grammar errors, information that
should be added or deleted, and problems with the format.

2. Have the students write one of the letters discussed in the previous unit--a letter of inquiry,
cover letter, or follow-up letter.
Conclusion

Effective written communication can have a large impact on the sales process. Several forms of
written communication are used by salespeople, and each sales arena will utilize them differently.
The salesperson needs to be familiar with them all so that he or she will be comfortable using them.

Answers to Evaluation

1.
2.
3

c
b
d

Answers may include any four of the following: date, inside address, salutation, body, close,
writer's identification, reference initials, enclosure notation, copy notation.

Answers may include any three of the following: recipient, sender, date, subject line,
message, reference initials, copy notation.

Written communication skills are important in agribusiness because written communications
are used to support the oral part of the sales presentation, to reduce the chance of a

misunderstanding between salesperson and customer, and to allow salespeople to maintain
contact with customers through the mail.
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UNIT V - COMMUNICATION SKILLS Name

Lesson 2:  Written Communication Skills in Agribusiness Date

EVALUATION
Circle the letter that corresponds to the best answer.
1. Which of the following types of written communication is not seen by customers?
Manuals
Bulletins and flyers

Internal reports
Demonstration materials

aoope

2. A sales proposal should:

a. Be very long and detailed.
b. Be completed before a presentation.
c. Be vague with little detail.
d. Be put together without organization.
3. Which of the following provide customers with specific information about a limited number of related
products?
a. Manuals
b. Demonstration materials
(e Business letters
d. Product analysis/information sheets

Complete the following short answer questions.
4. What are four of the components of a business letter?
a.
b.
c.
d.
5. What are three of the components of a memo?
a.

b.
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6. What are three reasons why effective written communication skills are important in agribusiness?
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UNIT V - COMMUNICATION SKILLS AS 2.1

Lesson 2: Written Communication Skills in Agribusiness Name

Writing a Business Letter
Objective:  Write an effective business letter.

Select a product or service (the product selected for AS 1.1 in Lesson 1 may be used). Choose a
person in your community who might be a customer for this product or service. If possible, find
out information about the chosen individual so you can write a letter to specifically address him
or her. After these steps are completed, write a business letter to this person. Make sure that the
letter states a specific purpose, gives a time for personal contact, and uses an attention-getter.
Type the letter, using the format provided in the student reference.
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UNIT V - COMMUNICATION SKILLS

Lesson 3: Using Communication Technology

Competency/Objective: Describe the proper use of communication technology.
Study Questions
1. What are the various types of electronic communications systems?
2. How are electronic communications devices used?
3. What is proper telephone etiquette?
References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit V.

2. Activity Sheet

a) AS 3.1; Using Telephone Skills
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UNIT V - COMMUNICATION SKILLS

Lesson 3:  Using Communication Technology

TEACHING PROCEDURES

A.

Review

Several forms of written communication used in the sales process were discussed in the last lesson. In
order to use them effectively, the salesperson must have good written communication skills. The use of
modern communications technology is becoming more and more prevalent in agribusiness sales, and the
sales representative should be familiar with the more commonly used types. This lesson will describe
several types of electronic communications systems and the proper way to use them in the sales process.
Motivation

Discuss the ways in which computers are used in agribusiness sales (i.e., storing information, form letters,
etc.). Demonstrate how much time can be saved by having students time how long it takes you to type a
short letter on the computer. Then use a database of student names to print a copy for each student. Ask
students to calculate how long it would have taken you to type each letter.

Assignment

Supervised Study

Discussion

1. Ask students to list and describe the different types of electronic communications systems.

What are the various types of electronic communications systems?

a) Voice mail
b) Facsimile, or fax, machine
c) Computers and/or word processors
d) E-mail
e) Internet
f) Intranet
a) Telephone/cellular phone
2. Discuss how electronic communications technology is used in agribusiness

How are electronic communications devices used?

a) Voice mail
1) Internally for informing members of upper and lower management and field sales
staff about current activities, changes, or news
2) Externally for taking messages and orders and confirming upcoming activities
b) Facsimile/fax - Sending correspondence over the telephone line that might otherwise be
mailed
c) Computers and word processors
1) Typing reports
2) Creating spreadsheets

3) Storing product and customer information
4) Developing time schedules and calendars
5) Producing graphs, charts, and other visual aids
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d)

9)

E-mail

1) Internally for transmitting reports, messages, and other information between
employees

2) Externally for transmitting information to customers

Internet

1) Obtaining current information about the industry, government, or other areas that
may affect the company or its customers, the product, or future sales of the product

2) Communicating with others around the world about sales, skills, or selling obstacles

Intranet - used for sharing many different types of company information (for example,

presentations, policies, and employee training manuals) between all the members of the

network

Telephone/cellular phone

1) Setting up and changing appointments - The main use for the cellular phone is to
notify customers of an appointment change.

2) Prospecting for new business
3) Following-up on sales
4) Maintaining customer relations
3. Discuss the etiquette involved in using the telephone properly in agribusiness. Each student should
understand the importance of acting appropriately on the telephone when conducting business.

Pair up students to do AS 3.1.

What is proper telephone etiquette?

a) Attempt to identify the decision maker before calling and specifically ask to speak to that
person. If unsure who the decision maker is, ask to speak with the person in charge of
making purchasing decisions.

b) Do not be rude or degrading when talking to support staff.

c) Inform the decision maker about the call, explaining its purpose and the amount of time it
will take; find out whether he or she has time to listen.

d) Keep telephone calls short.

e) Briefly discuss the purpose of the call.

f) Listen for feedback.

Q) Close by concluding the purpose.

h) Use a pleasant voice.

i) ALWAYS BE POLITE.

1) Do not interrupt.
2) Do not be rude or pushy.
3) Do not hang up on the customer/prospect.
Other Activities
1. Have students obtain information about a product or service from the Internet. This activity will
illustrate how easy it is to market products over the Internet.
2. Have students send an e-mail message to someone or some group. Each student should send his
or her own message, if possible.
Conclusion

The use of electronic communications systems is widespread in agribusiness sales. Because of the greater
use of these technologies due to improvements and lower prices, salespeople need to be aware of the
different types of systems and how to best utilize them in the sales process. These systems can help
salespeople be better organized and more efficient in their use of time.
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Answers to Evaluation

1. b

2. a

3. a

4, Setting up and changing appointments, prospecting for new business, following up on sales, and
maintaining customer relations

5. Used internally to transmit reports, messages, and other information between employees; used
externally to transmit information to customers

6. Obtaining current information about the industry, government, or other areas that may affect sales;
communicating with others

7. Answers may include any five of the following: attempt to identify the decision maker before calling

and specifically ask to speak to that person; do not be rude or degrading when talking to support
staff; inform the decision maker about the call, explaining its purpose and the amount of time it will
take and finding out whether he or she has time to listen; keep telephone calls short; briefly discuss
the purpose of the call; listen for feedback; close by concluding the purpose; use a pleasant voice;
always be polite.
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UNIT V - COMMUNICATION SKILLS Name

Lesson 3:  Using Communication Technology Date

EVALUATION
Circle the letter that corresponds to the best answer.

1. Whatis the electronic communications system most frequently used by salespeople?

a. Voice mail
b. Telephone
c. Internet

d. Facsimile

2. What type of electronic communications system is used to send correspondence over the telephone line
that might otherwise be mailed?

a Facsimile

b. Word processor
c Internet

d Voice mail

3. What type of electronic communications system is used to record messages?

a Voice mail
b. Telephone
c Intranet
d. Internet

Complete the following short answer questions.
4.  What are four tasks that the telephone can be used to do?
a.
b.
c.
d.
5.  What are two uses of e-mail?

a.
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What are two uses of the Internet?

a.

b.
What are five rules of telephone etiquette?

a.
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UNIT IV - PERSONAL DEVELOPMENT

Lesson 3:  Criticism

Competency/Objective:  Describe how to receive and give criticism.
Study Questions
1. What are the types of criticism?
2. Why is constructive criticism valuable?
3. How should criticism be received by an employee?
4. How should criticism be given?
| References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit IV.

2.  Transparency Masters

a) T™M 3.1: Receiving Criticism
b) TM 3.2: Giving Criticism

3. Activity Sheet

a) AS 3.1: Handling Criticism
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UNIT IV - PERSONAL DEVELOPMENT

Lesson 3:  Criticism

TEACHING PROCEDURES

A.

Review

Lesson 2 discussed positive workplace relationships. While an individual completes his or her own
individual tasks, he or she must also be a team member in order to complete the work of the organization.
Part of acting as a team is maintaining a positive relationship with superiors and coworkers. One way to
preserve good working relationships is to learn to give and take criticism well. Lesson 3 is about criticism.
If given and taken correctly, criticism can be a valuable tool for both workers and managers.

Motivation

Discuss the importance of being able to give and take criticism well. Demonstrate the difference between
constructive and nonconstructive criticism.

Nonconstructive criticism:

Employee: “I'm sorry | didn’t complete the project the right way. | though | was doing the procedure
correctly, but | guess | don’t understand it.”

Supervisor: “Are you serious? You mean you don't understand how to do this? | just can't believe it. You
better learn how to do it right the next time.” (Walks off.)

Employee: “How am | supposed to learn? | don't know what | was doing wrong!”
Constructive criticism:

Employee: “I'm sorry | didn't complete the project the right way. | though | was doing the procedure
correctly, but | guess | don't understand it.”

Supervisor: “It will help you if you do it this way.” (Supervisor gives instructions and demonstrates the
correct procedure.) “Now you try it." (Employee attempts to duplicate the procedure.) “Not bad, but you
did leave out one step.” (Supervisor repeats the procedure, putting emphasis on the step that was left
out). “Now try it again.” (Employee again attempts to duplicate the procedure.) “That was a good try. The
first two steps were good, but you need a little more practice on the last one.”

Employee: “l think | can complete the job correctly now with some practice. Thanks for showing me what
1 was doing wrong.”

Present other situations in which a person uses nonconstructive criticism. Ask the class how the criticism
could be stated in a constructive manner.

Assignment
Supervised Study
Discussion

1. Have students describe criticism that they have heard. Discuss which of the two types of criticism
their examples are.
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What are the types of criticism?

a) Nonconstructive criticism--only identifies a problem; it does not offer a solution
b) Constructive criticism--identifies a problem and gives instructions for solving the problem

Discuss the value of constructive criticism with students.
Why is constructive criticism valuable?

a) Allows a business to meet its goals of operating productively and efficiently
b) Helps an employee improve his or her job performance
c) Improves employee morale

Ask students to explain some positive ways to respond to criticism.
How should criticism be received by an employee?

a) Control your response.
1) Listen carefully to the message being given.
2) Show respect for the boss.
3) Listen closely to understand the problem and the instructions for correcting it.
4) Do not make excuses or be offended.
5) Make plans to correct the problem.
b) Learn how to take instructions from others.
1) Listen closely in order to understand instructions.
2) Ask questions when information is unclear.
3) Use the instructions to complete the task correctly.
4) Ask for help when needed to complete the task.
c) Turn nonconstructive criticism into constructive criticism.
1) Meet nonconstructive criticism with a positive attitude.
2) Assure the person giving the criticism that a commitment to doing better exists.
3) Ask questions about how to resolve the problem.
4) If no instructions are given, find out what has to be done to solve the problem.

Ask students how many of them have had other people react negatively to their own criticism.
Discuss how to criticize others properly.

How should criticism be given?

a) Approach giving criticism with the proper attitude; be calm, courteous, and fair.
b) Follow guidelines for giving criticism.
1) Mention only the things the person can correct.
2) Be clear about what is to be corrected.
3) Emphasize the benefits of the criticism.
4) Pick the right setting and time.
5) Criticize the problem and not the person.
6) Mention things that the person does correctly.
7) Speak in a positive tone.
8) Demonstrate confidence in the person’s ability to correct the problem.
9) Look for signs that show that the listener is responding positively.
c) To criticize constructively, a person must know how to give instructions.
1) Understand the problem and be able to visualize the steps needed to correct it.
2) Summarize the steps of the corrective procedure, explaining them clearly.
3) Repeat or demonstrate the steps when necessary.
4) Ask the listener if he or she has any questions.
5) Review the procedure by allowing the listener to talk through or demonstrate the task.
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Other Activities

1.

Have students role play different situations in which one student is not constructively criticizing
another student. Then have a discussion with the entire class about how the situation could be
handled differently.

2. Have an open discussion with the class about situations in which students believe they were not
criticized constructively. Discuss how the situations may have been handled differently.
Conclusion

A person who cannot give constructive criticism limits his or her own ability to instruct others, and a person
who cannot take constructive criticism is limited to his or her own ideas and insights. Everyone should
therefore be committed to improving his or her ability to give and take criticism.

Answers to Activity Sheets

AS 3.1

1.

After the meeting, Joe should ask his boss for some private time to discuss the situation with her.
During the discussion, he needs to assure his boss that he is very sorry about the entire situation.
Joe should explain to Ms. Jameson, without making any excuses, that he is committed to not letting
something like this ever happen again. He then needs to ask her to explain the proper procedure
for handling returns.

Answers may include any of the following points.

. Ms. Jameson should have had a private conversation with Joe rather than criticizing him in
front of others.

. She should have waited until she was calm rather than irritated and should have spoken in
a positive tone.

. Ms. Jameson should not have discussed the increase in sales expenses at the same time,

because Joe is not responsible for the entire problem. Rather, she should have focused on
the problem of filling out the merchandise return form correctly.

. She should have stressed the benefits of completing the procedure correctly by explaining
that Joe's sales will suffer if he continues to upset customers by handling their returns
incorrectly.

. Ms. Jameson should have explained the steps of the procedure for filling out the
merchandise return form, providing a demonstration or emphasizing complicated steps if
necessary.

. Joe should then have been given a chance to ask questions and either perform the
procedure or repeat the steps back to Ms. Jameson.

. Ms. Jameson should have shown Joe that she is confident in his ability to handie the
problem correctly in the future.

. She should have used the meeting to discuss things Joe has done correctly in the past.

Answers to Evaluation

o

o=
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Constructive criticism is valuable because it allows a business to meet its goals of operating
productively and efficiently, helps an employee to improve his or her job performance, and improves
employee morale.
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To make nonconstructive criticism valuable, meet it with a positive attitude. Assure the person
giving the criticism that you are committed to doing better. Ask questions about how to resolve the
problem. If no instructions are given, find out what has to be done to solve the problem.

Answers may include any five of the following.

a) Mention only the things the person can correct.

b) Be clear about what is to be corrected.

c) Emphasize the benefits of the criticism.

d) Pick the right setting and time.

e) Criticize the problem and not the person.

f) Mention things that the person does correctly.

Q) Speak in a positive tone.

h) Demonstrate confidence in the person’s ability to correct the problem.
i) Look for signs that show that the listener is responding positively.
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UNIT IV - PERSONAL DEVELOPMENT Name

Lesson 3:

Criticism Date

EVALUATION

Circle the letter that corresponds to the best answer.

1. When giving criticism:
a. Criticize the person and not the problem.
b. Ask questions about how to resolve the problem.
c. Allow the other person to figure out a solution.
d. Mention things that the person has done correctly.
2. Which of the following is not important in learning to take instructions from others?
a. Listen closely in order to understand instructions so asking for help is unnecessary.
b. Ask questions when the information that has been given in the instructions is not clear.
c. Use the instructions that have been given to complete the task correctiy.
d. Always ask for help if a task cannot be completed correctly for some reason.

3. What is the difference between nonconstructive and constructive criticism?

a.

b.
c.

d.

Constructive criticism only identifies the problem, while nonconstructive criticism includes
instructions.

Constructive criticism often hurts people, while nonconstructive criticism does not.

Constructive criticism includes instructions, while nonconstructive criticism only identifies the
problem.

Constructive criticism rarely corrects a problem, while nonconstructive criticism usually corrects it.

4, What should an employee do when receiving criticism?

apow

Choose the right setting and time to receive the criticism.
Defend himself or herself to the boss to defuse the criticism.
Disregard nonconstructive criticism, which is never valuable.
Listen carefully to the message being given in the criticism.

Complete the following short answer questions.

5. What are three reasons why constructive criticism is valuable?
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6. How can nonconstructive criticism be turned into constructive criticism?

7. What are five guidelines for giving constructive criticism?
a.

b.
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* Listen carefully to the meES'sage being giVen.
* Respect the person gwmg the cr|t|0|sm

* Listen closely to understand the problem and the
instructions for correcting it. |

Do not make excuses or be offended.

Maké' plahs to correct the problem.

Learn how to take instructions from others.

Ask for help when a task cannot be completed
correctly

. When cr|t|C|sm is not constructive, take steps to
make it valuable.
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™™ 3.2

Give criticism calmly, courteously, and fairly.

Be concerned only with what the listener
can correct.

Be clear about what is to be corrected.

Emphasize the benefits of the criticism.

Pick the rlght setting and time to criticize.

Mentlon things that the person does correctly.
. Speak in a positive tone.

e Demonstrate confidence that the task can be
completed correctly.

* Look for signs that the listener is responding
positively to the criticism.
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UNIT IV - PERSONAL DEVELOPMENT AS 3.1

Lesson 3:  Criticism Name

Handling Criticism
Objective: Describe how criticism may be handled effectively.
Read the scenario below and answer questions.

Joe recently became a sales representative for a large agribusiness. He is attending a district sales meeting.
His boss, Ms. Jameson, begins to criticize him because one of Joe's customers had some merchandise that
needed to be returned to the company for credit and Joe did not prepare the merchandise return form correctly.
Ms. Jameson explains to him and the other salespeople at the meeting that the customer was angry and called
her to complain because the merchandise was returned to him because of improper documentation. Ms.
Jameson speaks very harshly and is obviously very irritated with Joe. She is particularly upset because the
shipping charges will have to be paid again to have the merchandise returned properly. Ms. Jameson goes on
to suggest that costly mistakes like Joe'’s are the reason why sales expenses have been so high lately.

Ms. Jameson begins to discuss some other problems with sales, but Joe is not paying attention. He is very
embarrassed and says nothing for the rest of the meeting. Joe was never shown the proper method of filling out
the form and is still not sure of the proper procedure.

1. How can Joe turn his boss’s criticism into constructive criticism?

2. What are three things Ms. Jameson should have done to improve her criticism?
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UNIT IV - PERSONAL DEVELOPMENT

Lesson 4:  Ethical Behavior in the Workplace

Competency/Objective:  Describe what is considered to be ethical behavior in the workplace.
Study Questions

1. What are work ethics?

2. How can a person differentiate between ethical and unethical behavior?

3. How do work ethics affect job performance and advancement?
References

1. Agribusiness Sales, Marketing, and Management (Student Reference). University of Missouri-
Columbia: Instructional Materials Laboratory, 1997, Unit IV.

2. Activity Sheets

a) AS 4.1: Identifying the Effects of Unethical Behavior
b) AS 4.2: An Ethical Dilemma
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UNIT IV - PERSONAL DEVELOPMENT

Lesson 4:  Ethical Behavior in the Workplace

TEACHING PROCEDURES

A.

Review

Lesson 3 discussed criticism. Constructive criticism includes instructions on how a problem can be
resolved, while nonconstructive criticism only identifies the problem without explaining how to correct it.
Learning to give and take criticism appropriately can help workers and managers improve their job
performance. In this lesson, ethical behavior in the workplace will be addressed. Ethical behavior is
shown in the way a worker follows standards of conduct. Ethical behavior shows self-respect and personal
integrity and inspires confidence in oneself and others.

Motivation

Read the following scenario to the class. Use the questions at the end as the basis of a discussion about
ethics in the workplace.

David and Joan work in the office of a large retail grocery store. Their job is to balance the cash registers
and account for the money received by the store each day. Part of their job includes accounting for sales
by matching cash, checks, and coupons to daily totals. David and Joan work different shifts, but on busy
days their work schedules sometimes overlap.

One day when David was working with Joan, he noticed her reach into her pocket, pull out a stack of
manufacturers’ coupons, and add them up on the adding machine. She then put the coupons in one of
the cash drawers, took out some money, and put it into her pocket. At first David said nothing, but after
a while he asked Joan what she was doing. Joan explained that she cuts manufacturers’ coupons out of
the newspaper at home and saves them and then exchanges them for cash out of one of the register
drawers. She told him that the store is not losing money because it gets its money back from the
manufacturers, and she makes an extra five to ten dollars each day without purchasing the products.

David knows that the store does return the coupons to the manufacturers and is reimbursed for the
coupon’s value plus a small handling charge. He still thinks what Joan is doing is wrong.

Is Joan's behavior wrong? Do you think David should inform the boss? Who loses in this situation?
Assignment

Supervised Study

Discussion

1. Discuss with the class what work ethics are. Point out that a business cannot survive if employees
do not act ethically.

What are work ethics?
Work ethics are principles of right conduct as accepted by a profession or by the business world

in general. Individual businesses may have formal written codes of ethics that establish certain
rules and practices to govern day-to-day operations.
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2. Ask students what they consider to be ethical behavior in the workplace. Discuss ethical and
unethical behavior. Divide the class into groups and have students complete AS 4.1. Discuss their
answers. Have students complete AS 4.2.

How can a person differentiate between ethical and unethical behavior?

a) If a business has a written code of ethics or clearly follows unwritten standards of
professional conduct, an employee should base his or her behavior on them.

b) If not, an employee should try to determine what is ethical by following certain guidelines.
1) Obey laws (the minimum standard for determining ethical behavior)
2) Enhance self-respect
3) Develop personal integrity
4) Take the needs of other people into consideration
5) Build confidence in others

3. Discuss why ethical behavior is important in the workplace.
How do work ethics affect job performance and advancement?

a) Being caught acting unethically can damage a person’s career. Once a person gains a
reputation for acting unethically, regaining the trust of others may be difficult or impossible.

b) Ethical behavior is an essential part of good job performance and creates the potential for
advancement. An organization promotes employees who are assets to the organization,
because managers want their behavior to spread to others. Most businesses want
managers to have especially high standards of ethics.

Other Activities

Have a class discussion about ethical issues that students have encountered or should be concerned with
at school or in the workplace.

Conclusion

Ethical choices are not always simple to make. Members of business organizations must act ethically,
however. Unethical behavior can ruin a career, while a reputation for ethical conduct helps create
opportunities for advancement. Unethical actions can also damage a business itself it they become known
or are suspected by the public. Ethical behavior is simply good for business.

Answers to Activity Sheets
AS 4.1
Answers will vary. Suggested answers are given below.

1. Being late or not showing up for work creates problems for a business because businesses only
hire the number of employees needed to operate efficiently and be competitive. They cannot afford
the expense of hiring extra employees to compensate for someone who does not show up. Kevin
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