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Identification of strategic issues is a key managerial task. This study reports
on an exploratory survey effort to identify strategic issues as perceived by
managers of a diverse sample of agribusiness firms. The results suggest that
both strategic management and strategic issue identification are important to
agricultural managers. In general there was considerable commonality of in-
terest expressed relative to individual strategic issues. However, the existence
of key differences in concern were documented based on structural charac-
teristics of the firm.

INTRODUCTION

The 1970s and 1980s have been a period of change and instability for American
agribusiness. To illustrate this point, consider four examples. The fertilizer in-
dustry has been forced to deal with massive and sudden shifts in both potential
availability and price of petroleum products. Producers of hybrid corn were
abruptly faced with a massive decline in potential market due to the PIK program
of 1983 and subsequent farm program acreage reductions. The grain trade has had
to accommodate sharp increases in levels of foreign trade in the early 1970s, fol-
lowed by much weaker demand in the 1980s. Within this same time period,
agricultural lenders have experienced economic environments where the col-
lateral of their farmer borrowers first skyrocketed and then plummeted.
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The existence of this turbulent economic environment in agriculture is now
widely accepted.l But this turbulence has not been solely restricted to agricul-
ture. Rather the growing need for managers to be increasingly aware of the poten-
tial impact of the external environment is a relevant theme for managers
throughout the economy.2

Agricultural economists have heard several calls for their research efforts to
expand to include those elements of the agricultural systems beyond the farm
gate.s'6 Understanding the economic environment and developing means for
agribusiness managers to cope with an increasingly turbulent envircament present
especially attractive research opportunities. King and Sonka’ suggest that manag-
ing innovation and change, managing risk, and organizational design in an uncer-
tain environment are three areas in which effective research by agncultural
economists could greatly assist agricultural managers. Westgren and Cook® iden-
tify the strategic management process as a means by which managers can span
the boundaries between the firm’s activities and its broader environment. They
also note that agricultural economists may have considerable comparative ad-
vantage in several aspects of strategic thinking—“...the process of continual
evaluation of strategic position and alternatives” (p. 485).

There are several exciting topics within the broader strategic management area
that seem of particular relevance for agribusiness. For example, because of the
major importance of the external environment, development and maintenance of
strateglc databases’ are activities consistent with the traditional Land Grant mis-
sion.”” Identification of strategic groups—a grouping of firms within an industry
whose strategic decisions can not be readily imitated by firms outside of the
group“—would seem to be able to usefully draw on the industrial organization
heritage within agricultural economics.

Although research in agricultural economics has much to offer, effective
strategic management research must be focused on needs relevant to agribusiness
managers.7 Thérefore it is critical to understand the perceptions of actual
managers relative to strategic issues and their importance. The research discussed
in this article illustrates that strategic issues are recognizable and important to
agribusiness managers. Because the agribusiness sector is made up of firms with
many diverse characteristics, this investigation explicitly attempts to elicit
responses from a broad range of agribusiness firms.

Documentation of the importance of specific strategic issues is a key step in
research and educational activities aimed at improving the strategic management
processes within agribusiness. Once strategic issues are identified, scholars in
agricultural economics can provide valuable assistance in gaining information
and developing decision procedures to better cope with those issues. Further, iden-
tification of strategic issues as viewed by actual managers may assist researchers
and managers in recognizing critical gaps in their perceptions of the environment.

OBJECTIVES

Strategic issue identification is believed by academics to be important. However,
if agricultural economists are;to undertake useful research and educational ac-
tivities on this topic, it is imperative that we understand the attitudes and con-
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cemns of actual agribusiness decision makers with respect to strategic issues. Al-
though an exploratory effort, this study strives to achieve the following two ob-
jectives:

(1) to determine if specific strategic issues are regarded as important

and if priority concerns can be defined by a sample of agribusiness

decision makers, and

(2) to investigate the possibility that the relative concern for strategic

issues may vary across important firm characteristics.

STRATEGIC ISSUES IN THE STRATEGIC MANAGEMENT PROCESS

Although a number of specific definitions for strategic management exist, a
general strategic management relates to the “fit” between an organization’s inter-
nal capabilities and that organization’s external environment. *** The firm’s ex-
ternal environment can be further subdivided into the industry environment,-basi-
cally comprised of the firm’s competitors's, and the general business environ-
ment. An essential feature of strategic management is its orientation to change
and the necessity of the firm to continually a(iapt.16 Therefore strategic manage-
ment within an organization should be viewed as a process of continually reas-
sessing the firm’s “fit” with the current and likely future external environment,

The concept of strategic management must be implementable if it is to be use-
ful. Early research in strategic managemeni tended to evaluate planning proces-
ses at a very general level and attempted to correlate the degree of planning with
performance. As noted by Rhynel3 and others, these results did not delineate the
individual features of planning processes that made them effective. Alternative
depictions of the processes involved in strategic management are available. For
example Fredrickson'’ suggests six distinctive behaviors that are associated with
strategic decision making:

(1) proactively initiating the process,

(2) attempting to achieve specific goals,

(3) identifying goals prior to evaluating the means for achieving them,
(4) objectively choosing among many alternatives,

(5) being comprehensive in making individual decisions, and

(6) integrating decisions into an overal! strategy.

Alternatively, Bourgeois'? suggests that strategy includes:
Yy g g

(1) environmental scanning,

(2) objective setting,

(3) distinctive competence selection (choosing appropriate tools to
negotiate with the environment),

(4) power distribution with the organizational subunits,

(5) resource allocation, and

(6) monitoring and control of outcomes.
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. Comparison of these characterizations indicates their similarity, in addition to
being lists of six. Other listings of the strategic management process would
generally contain these or similar elements.

Both of these characterizations imply an ongoing process and both suggest that
a key step is continually testing the “fit” of the firm with its environment. The
appropriateness of that “fit” can be enhanced or can deteriorate due to events oc-
curring in the general business environment, the industry environment, or within
the firm itself. But all possible events that could occur in those three arenas should
not evoke a strategic response. Instead a key part of the strategic management
process is identification of issues that warrant consideration and analysis, i.e.,
those which are strategic. Kingw defines strategic issues as those which are poten-
tially important to the firm’s overall performance, are controversial in that in-
dividuals could have differing assessments of the impact of the issue, and 1mpl%
that pursuit of differing strategies should be considered by the firm. Ansoff?
provides an alternative but similar depiction of a strategic issue as a forthcoming
development that is likely to have major impact on the firm’s ability to achieve
its objectives. Those forthcoming developments could occur either inside or out-
side of the organization.

The process of identifying strategic issues has been of considerable interest to
academics and managers interested in strategic decision making. The importance
of strategic issue identification led to implementation of formal environmental
scanning units within a number of larger corporations. 2122 The actual effective-
ness of those formal units has been called into question, however. Recognition
has emerged as to the need for a better understanding of how identification of
strategic issues should lead to effective analysis and response to those issues. Al-
ternative agpproaches suggested include strategic issue diagnosis,”” strategic issue
analysns, development of strategic data bases,” and strategic issue manage-
ment.

Although certainly not the only characteristic of strategic management worthy
of research, strategic issue identification would seem to be of particular relevance
for agricultural economists. First, agricultural economists have a long tradition
of scanning the agricultural environment and suggesting issues for consideration
to agricultural decision makers. Even if packaged with a less elegant name, a sig-
nificant portion of effective outlook education has been focused on scanning the
longer run agricultural environment. Second, the fragmented nature of a number
of the industries within the agribusiness sector suggests that evaluation of the in-
dustry environments within agriculture may be distinctive. For example, within
the food processing sector the coexistence of large multinational corporations,
relatively small closely held firms, and grower-owned cooperatives presents a
number of issues not faced in an industry entirely composed of large corporate
entities. Potential competitive responses may be much harder to discern in a frag-
mented industry such as food processing.

The research presented in this article is focused on strategic issue identifica-
tion and the perceptions of actual agricultural managers as to the relative impor-
tance of specific potential issues. Dutton.and Duncan-have shown that assessment
of the importance of an issue is a key factor in the process of strategic issue iden-
tification. Therefore, the study’s survey respondents were asked to assess the rela-
tive importance of alternative issues. Discerning which issues are strategic would
seem to be a key element in the ability of managers to practice strategic thinking
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rather than partaking of strategic management as a mechanical process.24 If
agricultural economists are to assist in the evaluation of strategic issues, the per-
ceptions of decision makers need to be well understand. Part of this understanding
involves determining the uniformity of those perceptions within the agribusiness
community.

STUDY DESIGN

This study used a personal interview survey. Interviews were held with the CEO
or designated planning officer of 18 diverse California agribusinesses over the
period November, 1986 to April, 1987. The small sample size reflects the ex-
ploratory nature of this research. There is no established pattern for strategic
management studies across industries and no research history among the agribusi-
ness industries.

The instrument had two parts. The first established whether the firm had a for-
mal strategic planning process. Degree of formality was a function of whether a
written plan existed, if it was updated, if planning was cyclical or ad hoc, and
whether the plan was tied to annual operating results. The second section asked
the respondent to rank the importance of 13 strategic issues relating to the general
business environment, 10 strategic issues refated to its industry environment, and
10 strategic issues related to internal resources. Respondents were asked to indi-
cate if each specific issue was very important (a ranking of 4), important (rank-
ing of 3), somewhat important (ranking of 2), or not important (ranking of 1). In
addition, the interviewer profiled the firm with regard to size, mission, and
product lines.

The sample firms represent a wide range of agribusinesses. Included in the
group are six ranching operations with varying degrees of forward integration into
packing-shipping and broadly divergent product lines; two food processors with
industrial, private label, and branded products; four marketing cooperatives; two
nursery grower-wholesalers; two agricultural chemical firms; a large specialty
crop processor; and a plant biotechnology firm.

SURVEY RESULTS

The first part of this section will briefly describe the strategic planning processes
currently in place in the study’s sample of agribusiness firms. The remainder of
the results section will focus on the responderts’ attitudes towards strategic is-
sues. In addition to detailing how the overall sample prioritized specific issues,
the extent to which certain firm characteristics affected that prioritization will be
investigated.

Planning Processes

Although not the primary focus of this study, valuable insights into the strategic
planning processes actually used by agribusinesses were obtained. Of the 18 firms,
seven had formal written strategic plans, six had planning processes in place but
no written plan, and five had no long run planning mechanism. Strategic planning
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appears to be an important activity for many of the firms within the sample but
often is conducted informally. The existence of a significant number of firms with
planning processes in place but not having the formality of a written plan is con-
sistent with Robinson and Pearce’s> findings relative to small businesses in

general.
The 13 firms with strategic planning processes in place were queried as to the

component parts of those processes. The number of firms conducting each of six
common strategic planning elements are as follows:

Analysis of competitors 10
Competitor future strategies 9
Potential industry entrants 9
General business environment 12
Trends in industry 12
Firm resources available 11

In general these findings suggest a somewhat stronger orientation to analysis of
the general business envxronmenl than to the task (or industry) environment
among these firms.226 As will be discussed at length later, failure to subdivide
the sample can lead to imprecise generalizations. In this case, firms whose out-
put has a product rather than commodity orientation do not follow the general pat-
tern just noted. For them analysis of competitor actions is as important as evalua-
tion of the general environment.

The president/CEO of the firm was the major individual with responsibility for
the strategic planning process. For the sample, over 40% of the total effort devoted
to planning was done by the president/CEQ. Other corporate officers contributed
another 45% of the effort. Industry consultants comprised slightly less than 10%
of the total and members of the board of directors and others made up the
remainder of the effort. The contribution of industry consultants exceeded 15%
of the total effort among smaller firms but was negligible among the larger firms
in the sample.

Overall Prioritization of Strategic Issues

The survey respondents were asked to consider strategic issues in three
categories; general business issues, competitive issues, and internal issues. Items
included i m the first category correspond to the general environment as defined
by Wack.26 The latter two categories relate to factors that would typically be con-
sidered as within the firm’s task environment.?> Table I lists the specific issues
each respondent was asked to consider.

As shown in Table I, the average level of concern for each category was rela-
tively similar. For specific issues within each category, however, considerable
difference of perceived importance was noted. For the general business category,
environmental regulation both at the federal and state level was of strongest con-
cern. Interest rates were also of considerable concern. Tax and trade policies,
when the group was considered as a whole, received relatively lower rankings.

Reproduced.with permission of the copyright owner. Further reproduction prohibited without permission.



Table I. Average Responses and Ranking of Issues within Each Category for All
Firms in the Sample.

Category Average Response Ranking within Category
General Business Issues
Federal 3.33 2
State 3.39 1
Farm Income 2.89 5
Inflation rate 2.61 10
Interest rate 328 3
Labor relations 2.89 5
Tax policy
Federal 2.83 8
Foreign 1.33 13
State 2.36 12
Trade policy
Federal 2.50 11
Foreign 2.72 9
US farm prices 3.06 4
Value of Dollar 289 5
Average response 2.78 :

Competitive Issues
Bargaining power

Customers 3.28 2

Suppliers 3.00 6
Identification of

New market opportunities 3.00 6

Major product rivals 3.33 1

Minor product rivals 222 10
Raw material access 2.83 8
Rivals

Change in number/size 3.06 k]

Goals and objectives 2.83 8

Mergers/acquisitions 3.03 4

Strategies 3.03 4

Average response 2.96

Internal Issues
Balance sheet

Current 3.78 1

Projected 3.39 2
Income statement

Current 3.33 3

Projected 317 4
Leverage ratio 2.89 7
Liquidity 3.06 5
Research and development

Manufacturing processes 2.17 9

Products 2.11 10
Retum on investment 2.78 8
Retum to Sharcholders 294 6

Average response 2.96
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The level of concern for competitive issues was somewhat higher than for
general business issues. Interestingly, the range of average responses for the
specific issues in the category is very narrow. Raw material access and the goals
and objectives of rivals were tied as the next to least important issues in this
category. Their average response level (2.83) was within 15% of the average
response for identification of major product rivals, which received the highest
ranking within the category.

With respect to internal issues, the respondents displayed considerable concern
for the financial position of their businesses. The current balance sheet received
the highest average ranking of the 33 specific issues noted. The projected balance
sheet, current and projected income statements, and the firm's liquidity ratio were
also of major concern. Conversely, the respondents as a group showed relatively
less concern for research and development as a strategic issue.

Not surprisingly, the group averages of Table I mask considerable diversity of
interest among the study respondents. One goal of this exploratory effort was to
determine if concern for specific issues differed across types of agribusiness
firms. If so, important research implications for the identification of strategic
groups within the agribusiness sector might be obtained. Three comparison group-
ings, based on characteristics of the firms in the study, were defined. These are:
(1) the extent of strategic planning currently being conducted, (2) the size of the
firm’s management cadre, and (3) the commodity versus product orientation of
the firm’s output. The remainder of this discussion highlights a number of
strategic issues for which interesting divergences of interest were noted.

Degree of Planning

The information obtained as to the type and extent of strategic planning current-
ly being conducted in each firm was used to divide the sample respondent firms
into two groupings. One group, which contained nine firms, is characterized by
a low orientation towards strategic planning and is called the informal planning
group. No firm in this group had a written strategic plan. The second group, also
containing nine firms, had more extensive planning processes in place and is
called the formal planning group. Based on these groupings, rankings for in-
dividual issues within each category are provided in the first two columns of Table
1L

There are many similaritics between the overall rankings and the rankings
sorted by degree of planning. These indicate that some degree of consensus ex-
ists among these diverse agribusiness firms. Of the three characteristic differen-
tiations considered here, degree of planning tends to have the least divergence of
opinion. This suggests that regardless of the formality of the firm’s strategic plan-
ning process, strategic issues represent concerns to the firm. This finding is very
consistent with Robinson and Pearce’s? work for small banks in the Southeast.

Within the internal issues section, an interesting divergence relating to the con-
cern for future versus current performance measures emerges. The formal plan-
ning group assigns significantly greater concern to the projected balance sheet,
and'somewhat'more emphasis'to'return'to'shareholdersithan does the informal
planning group. Conversely, the informal planning group indicates a sharply
higher level of concern for the current leverage ratio and somewhat higher con-
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Table IL. -

Rankings of Specific Strategic Issues for Three Structural Dimensions of
the Firms in the Study.

Category

Degree of

Informal

Commodity

—Ys.Product
Formal Comm. Prod.

General Business Issues
Environmental regulation

Federal
State

Farm Income

Inflation rate

Interest rate

Labor relations

Tax policy
Federal
Foreign
State

Trade policy
Federal
Foreign

US farm prices

Value of Dollar

Competitive Issues
Bargaining power

Customers
Suppliers
Identification of

New market opportunities
Major product rivals
Minor product rivals

Raw material access

Rivals

Change in number/size
Goals and objectives
Mergers/acquisitions

Strategies

Internal Issues

Balance sheet
Current
Projected

Income statement

Current
Projected
Leverage ratio

Liquidity

Research and development

NOWOKE VDO & O ~d

(¥ )

1

(V-

(¥

W oA N

Manufacturing processes 10
9

Products

Return on investment
Return to Shareholders

7
2

-

N W OChLhOVANDW

y—

~3 = O\

- W U] - ~onoe

—
L -

—
O\ b O w] =t st

ON =

—
N30 o N B RW

—_
ARV OoOmW A PECRV- e QLo A =N

——

—
WO O oo th o

—
Ny WN W - 00 O\ CO WO &N 0 O W0 \DG'J! WD A

—
0NV O

\O th L th - N A~ W D \O = W ~N W

—
o M

Reproduced.with permission of the copyright owner. Further reproduction prohibited without permission.



cern for the current income statement. This suggests a differing orientation to
management within the two groupings, with concern for future performance being
greater in the formal planning group. Possibly the differentiation with respect to
strategic planning is reflective of an underlying difference in sophistication of
management skills between the groups.

Commodity versus Product Orientation

A factor that could affect a firm's concern for specific types of strategic issues is
its relative orientation towards production of commodities versus production of
identifiable products. The output of the firms included in the study ranged from
bulk agricultural commodities, such as tree fruits, to specific brand name
products. Therefore it seemed interesting to divide the firms into two groups based
on the character of their output. Rankings for specific issues for the commodity
oriented group (with 11 firms) and for the product oriented group (with seven
firms) are given in the middle two columns of Table II.

Both groupings concurred in being very concerned about state and federal en-
vironmental regulations. Commodity oriented firms, however, were equally con-
cerned about the level of interest rates. Commodity oriented firms also displayed
a sharply higher interest towards federal tax policies. This may have resulted from
the loss of preferential tax treatment for capital assets due to the recent federal
tax law changes. Product oriented firme indicated a somewhat higher degree of
concern for the value of the dollar than did the commodity oriented firms. At first
glance one might expect commodity oriented firms to be more attuned to chan-
ges in the value of the dollar because of its potential effect on exports of agricul-
tural products. However, the product oriented firms, particularly for California
agricultural products, may be concerned with the value of the dollar and its ef-
fect on imports of agricultural products with which they compete.

Both groupings express considerable agreement as to the relative importance
of competitive issues. A most interesting divergence does emerge with respect to
identification of new market opportunities. Product oriented firms see this issue
as very important while commodity oriented firms indicate only a low level of in-
terest in this topic. This divergence suggests a most important dichotomy of at-
titude within these two segments of agribusiness.

Commodity oriented firms are much more concerned about their current li-
quidity and leverage positions than are the product oriented firms. This may in-
dicate a greater reliance on debt capital by the commodity oriented firms and is
consistent with their greater concern for interest rates noted previously.

Size of Management Cadre

Most of the agribusiness firms included in this study had managerial staffs which
are comparable.in size to the typical nonfarm small business. Four of the firms
had rather large management cadres (i.e., 25 to over 200 individuals performing
in some managerial capacity). Because the strategic management process is often
felt to differ significantly by size of firm, it is of interest to determine if the respon-
dents concern for strategic issues differed by size of management cadre (a proxy
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for firm size). Rankings based on the categories of small versus large manage-
ment cadres are given in the third set of columns in Table II.

Although not noted in Table II, the firms with a larger management cadre con-
sistently indicated a heightened level of concern for strategic issues than did the
firms with smaller management cadres. The average level of response for all three
issue categories was higher for the larger management cadre group. This suggests
that additional managerial personnel may lead to specialization of functions, al-
lowing the firms with greater numbers of managerial personnel to focus more at-
tention on strategic issues.

For the larger management cadre grouping, six issues tied for most important
in the general business category. This probably is more of a reflection of the small
number of firms in this category rather than a substantive difference due to size
of firm. An interesting difference does emerge in that the smaller firms ranked
foreign trade policies and the value of the dollar as much less important than did
the larger firms. Both groups ranked federal (US) trade policies relatively lower
in importance. The larger firms may compete with foreign imports to a greater ex-
tent and, therefore, be more concerned with unfair trade practices of nations that
import agricultural products to the US as well as the dollar’s role in determining
the competitiveness of imports.

The two groupings display a somewhat surprising general level of agreement
with respect to issues in the industry environment. A major difference does emerge
for the issue of access to raw materials, with smaller firms displaying much greater
sensitivity to that issue. The larger firms may feel that their greater market power
as a purchaser insulates them from unexpected shortfalls in raw material
availability. Relative to internal issues, the two groupings are generally consis-
tent in their opinions except that the larger firms display a much higher concern
for returns to shareholders.

SUMMARY AND IMPLICATIONS

Management in an increasingly turbulent environment requires that the agribusi-
ness manager acquire additional skills and tools. One of these needed skills is the
capability to identify and monitor strategic issues of most concern to the firm’s
livelihood. Prioritization of issues is essential as limited managerial time and at-
tention require that the issues for which analysis is initiated generally be those
which will affect the firm's long run well being. Research relating to strategic
issue identification and strategic management in general has been of considerable
interest in the general business community and among general business scholars.
Relatively little work, however, has been done which addresses the distinctive
needs of the agribusiness community.

The effort described here is an exploratory attempt to determine if strategic is-
sues are of concern to agricultural managers and to investigate the possibility that
the relative concern for specific strategic issues varies across structural dimen-
sions of agribusiness firms. Data from a sample of 18 firms are analyzed. These
firms have a geographical commonality in that they all have significant levels of
operation within California.  The specific products produced by these firms,
however, cover a broad spectrum of agricultural interests.
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Strategic planning processes currently exist in the majority of the firms studied,
however, only seven have the formality of a written strategic plan. The firm’s
president/CEQ is the single individual with primary responsibility for planning
in these firms. Of the firms with strategic planning processes of some kind, there
is a greater orientation to including elements within the plan that relate to the
general business environment rather than to the industry environment.

The study results strongly suggest that agribusiness managers are concerned
with strategic issues and that, decpite the diversity of firms represented, a num-
ber of common interests are identifiable. For example, the study firms are quite
sensitive to state and federal environmental regulations, bargaining power of their
customers, identification of major product rivals, and their current financial posi-
tion. Conversely the study respondents ranked foreign and state tax policy and
new product research and development as relatively lessor concerns.

These results also indicate, however, that structural dimensions of the firm can
be associated with differing levels of interest in specific strategic issues. Product
oriented firms tended to be much more sensitive to the potential for identifying
new markets than were commodity oriented firms. Firms with more formal plan-
ning systems were more concerned with future financial performance whereas
those firms with informal planning systems focused relatively more on current
measures of financial position. Finally firms with larger management cadres
tended to have more interest in foreign trade policies and the value of the dollar
than did firms with smaller management cadres.

Although based on a small sample size, these results suggest that research relat-
ing to strategic management in general and strategic issue identification in par-
ticular can generate information of interest to agricultural managers. The findings
do caution, however, that care must be taken to consider differences in firm struc-
ture when conducting research and educational programs relating to structural is-
sues in agribusiness.
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