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Finding Simplicity in a
Complex Environment

Scientists who study the makeup of
thingstell usthat everythingwecan see
isredly anilluson of sorts. Consider a
kitchen table, for example. Wemight
look at it and seethat it ismade of oak,
isoval in shapeandisacertain shade
of brown.

Those scientistswould tell usthat the
true nature of thetablein questionis
revedled onthemolecular or evenaomic
level. Thetableweareseeingisredly
acollectionof tiny particlesvibratingin
placeand absorbingdl of thevisiblelight
spectrum except a certain shade of
brown.

You might exhale on a cold winter
morning and seeyour breath asasort
of cloud. Again, our scientist friends
would remind usthat what weareseeing
ismuch more complex thanthat; itis
another collection of tiny particles, this
timewhizzing around at high speeds,
slowed down somewhat by the
temperatureinthiscase (otherwiseyou
could seeyour breath dl thetime), and
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absorbing al thevisiblelight spectrum
except for afew grayish white parts of
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Whenit comesright down
toit, thosescientistsare
right. The physical

/7

world is a complicated
place, made up not of trees
anddirtandair, but of collectionsof tiny
particles vibrating and/or moving at
various speeds, and absorbing or
reflecting various parts of thevisible
spectrum of colors.

Actually, particlemovement and color
absorption arejust atiny bit of what's
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really going onaround us. Thereare
interactionsbetween particles, chemica
bonds being formed and broken, and
many, many other thingsgoingon. The
thingswe see, touch, and interact with
intheworld around usarereally just
themanifestationsof that activity.

Now comes the big question: "So
What?" It does no practical good,
produces no change for the better to
start thinking of our oak kitchen table
asacollection of vibrating atoms. We
don't think about thingsin molecular or
atomictermssimply becauseit doesn't
do usany practical good to do so. It
makesmuch moresenseindaily lifeto
refer to atable asatable, atreeasa
tree, ashirt asashirt,andsoon. There
isnothing of practica vaueto begained
by analyzing everythingweseeinterms
of itsmolecular makeup.

By now, the parallel between thisand
the approach of many to marketingis
beginning to emerge. Grain prices, on
the surface, arejust numbers. Below
that, they are really the product of
myriadfactorsonthelocd, nationd, and
international level: current events,
weather patterns, political factors,
news, the lack of news, speculation,
emotion, thelist goesonand on.
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Theinevitable conclusion that we must
cometo, however, isthe same onewe
come to with atoms and molecules.
Therearelotsof thingsgoing on under
thesurface, butitjustisn't very practica
to think of thingsinthoseterms.

Let's face it. Farmers have to sell a
crop oncethey grow it, and analyzing
market newsand informationisjust not
themost effectiveway todothat. Even
those "gurus' who make a living by
studying markets aren't all that
successful at predicting prices. For
every story you hear about how so-and-
so's advice was right on the money,
there's another about so-and-so was
completely wrong.

Think of al the times that whatever
price direction would have "made the
most sense" wasn't the direction that
priceswent. Thereareso many factors
affecting pricemovement that even the

most seemingly clear crop report, news
event, weather event, or whatever
simply doesn't produce the expected
result.

During winter, when the sidewalk
freezes over, very few of ustaketime
to consider the molecular and chemical
changesin water that make it become
ice. That justisn't practica or useful to
usinour task of getting from the house
tothecar. Instead, wefocusonavoiding
ice where possible and maintaining
balance when we must walk onit.

When, the market moves up or down
onagiven day, however, thetemptation
isto abandon the practicalitiesand focus
on the causes. "What's the news that
caused the price to move so much?
Which country bought abunch of grain?
What are the funds doing?" Not only
doesnobody redly haveaclue, but once
the price has moved it's al historical

anyway.

Imagine doing that with ice on the
sidewalk. "Why have those water
molecules started moving mored owly?
When exactly did these H,O molecules
dow down enough to becomeasolid?’
Meanwhile, the more practical and
relevant questionis"Will | remainupright
and makeit tothecar?"

Grainmarketing hassimilar practicdities
that must be attended to.  Fiveor ten
years from now, having remained on
your feet will be much moreimportant
than knowing what made a certain
commaodity price behave acertain way.

In al the hype surrounding price
movement, andys's, and prediction, don't
forget to keep the practical needs of
grain marketing foremost in your
thoughts. Your most important
marketingjobisto consstently sell grain
at apricethat isgood for Y OU.

What Is A Good Price?

Everyone has somekind of guideline,
somekind of "ruler”, for deciding what
agood priceis. How meaningful that
rulerismakesall the differenceinthe
world. If theruler isn't meaningful, then
the definition of "a good price" isn't
meaningful to any great degreeeither.

We believe that there are only two
consi stently meaningful guidelinesfor
determining whether any given priceis
a"'good price".

1. What profit per acrewill this
pricereturn to me?

2. Isthisprice consistently
achievable?

Any other ruler iscomparing thingsthat
aren't really meaningful whenyou look
a themclosdly. Some other rulersmay
bethingslike:

How does this price compare to
yesterday's price (or last week's, last
month's, last years)?

How does this price compare to the
best price | ever sold for?

How does this price compare to what
| (or my advisor, or afarmmagazine,
or website) expect the price to be
later?

When you break these questionsdown,
it becomes clear that they don't really
havemuch substance. All they areredly
doing is comparing one priceto other
prices. They never address the
important question, whichis"What does
thispricemeanto meintermsof return
onmy investment inthiscrop?’

When you use one of these less
meaningful guidelines, there is no

congstency becausetherulesaredways
changing. For example, thedefinition
of a"good price" has probably changed
drastically between 1996 and today, or
even January and today, according to
theless-meaningful guidelines.

Imaginetrying to measure wood for a
birdhousewitharuler whosedimensions
aredifferent every timeyou pick it up;
sometimesit showstwelveinches per
foot, sometimestwenty, and sometimes
three. It would certainly be very
difficult, if not entirely impossible, to put
together awell-made, stable birdhouse
using that ruler asaguideline.

On the same note, it's hard to put
together awell-constructed and stable
marketing plan if your guidelines for
picking a selling price are always
changing.



They are open-minded They make decisions based on

facts rather than emotion
They are willing to look
into the future to obtain a
They stay focused on profitable price
selling ata profit \

They recognize opportunity

They look at margins
rather than what price

they sold for or didn't . . .

sell for They view prices going
higher after they sell as an
opportunity to sell more, not
aloss for selling too low

They are willing to listen

— - They are independent thinkers

They don't seem to care what
their neighbors sold for

They don't feel the need
to hitahome run

They are aggressive sellers

They have a They are proactive
clear, written

marketing plan \

They have acommon sense
approach to marketing; they aren't
looking for the pot at the end of the

They pull the trigger when rainbow

their goals are reached

A nationwide survey of country
elevator managers asked them to
describe the characteristics of the most
successful farm marketers in their area.
Based on their responses, we have

developed the
They are disciplined P

They don't change AI’I atO my Of

their goals when their

prce i reached \ Successful Farm

Marketers
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Contracts We Offer

Why do we offer certain contracts and not others? \Why are we so adamant about staying away from certain marketing
alternatives, even if someother companiesdo offer them?Theanswer issmple; it'sbecausewelive heretoo.

We believethat we have aresponsibility to ourselves, to you— both asacustomer and aneighbor —, and to therest of
thiscommunity to contributeto thefinancia strength and stability of thiscommunity asbest we can. That meansstaying
away fromany contract that involves an unnecessary and unacceptablelevel of risk for either you or us. The best thing that
can happento our community isfor al of usto operate profitably over thelong term.

We haveasmple method of choos ng which marketing aternativeswe offer; we only usethe onesthat are good for both
of us. If acontract isonly good for one of the partiesinvolved, inthelong runitisn’t really good for anyone.

Our godl isto createawin/win/win situation— win for you, awinfor us, and awin for the community that we shareas
businessassociates, friends, and neighbors.



