
FINAL DISCUSSION SESSION 

MODERATOR: Dr. Leonard Schruben, Department of 
Agricultural Economics, Kansas State University 

T, HE time has now arrived for 
"Show and Tell ." It is a time to relate and exchange experi
ences connected with teaching about commodity markets. An 
examination of economics and marketing textbooks disclosed 
that very little or no attention was being given to marketing 
of commodities and that was one of the things which prompted 
this seminar. The program committee concluded that teach
ers of economics and marketing had little help on this sub
ject in the form of teaching aids. 

It seemed desirable to expose students in college economics 
classes to some of the facts of life concerning commodity mar
kets. If help were not available elsewhere, perhaps the best 
thing to do would be to bring to Chicago a select group of 
teachers and give them an opportunity to see this market in 
operation and to discuss its function in the economy. 

Various aspects of the commodity exchange have been dis
cussed the past several days. Papers have been presented by 
college professors and professional economists as well as by 
trade representatives. All have been of a high caliber. Dis
cussions in an atmosphere of free inquiry with opportunities 
for questions have facilitated the exchange of information 
about the role of commodity exchanges in the economy. By 
observing important real life experiences in the affairs of peo
ple our understanding of how the exchange economy actually 
functions has been broadened. 
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Educational experts seem to agree that our understanding 
of the theory of a subject is enlarged if we associate the ele
ments of theory with real world events. This seems especially 
true when teaching beginning students. 

One purpose of this symposium has been to help us to be
come better teachers of economics. At this time we are go
ing to call upon three members of the Educational Advisory 
Committee to share with us some of their teaching experiences. 
Later there will be ample time for others to cite instances 
where specific examples have been useful in teaching college 
economics. 

First, we are going to call on Dean Gaumnitz who will 
illustrate some of the things that he has found useful in teach
ing. The second speaker will be Professor Mutti who will 
discuss some application in teaching agricultural marketing. 
Many educators are increasingly involved in adult education 
programs for people who do not have the theoretical or aca
demic background in either economics or marketing. For 
illustrations in handling teaching assignments among this 
group we will call on Professor Pederson. He has had practical 
experience in working with adult managers of business firms, 
and he will discuss some of the principles he teaches and some 
of the uses he makes of examples from the Chicago Board 
of Trade. 
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Dean E. A. Gaumnitz, School of Commerce, 

University of Wisconsin 

I assume that those who follow me will supply illustra
tions that are concerned largely with basic agricultural com
modities. For this reason, I wish to direct your attention to 
the realization that much of business, in whatever field, is 
concerned with agreements that must of necessity refer to 
future performance. T o this extent, much of the commer
cial world is concerned with "futures" transactions. A few 
years ago in some regulative discussions, references were made 
to "phantom wheat" with the implication that wheat that was 
not yet in existence, but was nevertheless being bought and 
sold, somehow constituted an undesirable transaction. This 
must have been primarily because of the fact that the trans
actions referred to a commodity not then in existence. This 
illustrates the type of erroneous reasoning that surrounds 
much of the discussion of the logic and the mechanics of the 
futures market. 

A large part of the discussions that you have had thus far 
in this seminar has been directed toward increasing your 
knowledge and understanding of the nature, the purpose, the 
economic services, and the necessity for the type of services 
rendered by the Chicago Board of Trade and other organized 
markets of a similar, but less highly developed type. 

Suppose we consider for the moment the nature of the 
transaction that arises when a contractor agrees with a prospec
tive owner concerning the construction of a building that is 
in the stage of blueprints and specifications. Based on infor
mation as accurate as the two parties can ascertain, an agree-
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ment is made for the contractor to sell an assembled product 
— the building — to the prospective building owner. It should 
be observed that at the time, the materials and the services 
that will be used in the construction of the building may not 
be in existence, and especially the combination of the two has 
not taken place. T o this extent, the building contract is a 
"futures" transaction in that it relates to deliveries to be made 
in the future of goods that may not be in existence. It involves 
indirectly economic conditions that pertain to the future and 
which therefore cannot be known at the present time. Many 
of these factors are common to all contracts, including those 
in basic agricultural commodities. But, of course, there are 
differences such as illustrated by the special character of ex
change contracts that have been explained in papers previous
ly presented in this seminar. 

If one were to select a variety of industrial activities and 
consider whether the business is concerned with present or 
future performance, the conclusion would undoubtedly be 
that much more of our business life is concerned with the fu
ture than with the present. Viewed in this light, we can arrive 
at the conclusion that basic agriculture commodities have cer
tain physical traits that permit transactions relating to the fu
ture to be made with reasonable certainty with respect to grade, 
promised delivery date, costs of services rendered, and other 
factors. However, there are still many uncertainties remain
ing, such as supply conditions at the contract date of delivery, 
demand conditions, and a host of other factors concerning 
which an organized commodity market can give protection to 
the buyer and seller. 

It is helpful in analyzing our total market economy to realize 
the proper function performed by our agricultural commodity 
markets and to evaluate the contribution made by this im
portant institution in our total marketing service. 
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R. J. Mutti, Professor of Agricultural Marketing, 

University of Illinois 

My presentation will indicate how I use material relating 
to the futures market in teaching an undergraduate course in 
the marketing of agricultural products — a course given in 
most colleges of agriculture. Several departments of agri
cultural economics also offer marketing courses relating to a 
particular commodity or commodity group, but I will not refer 
to them in my presentation. 

Our introductory course has 44 sessions of 50 minutes each. 
Three of these sessions cover subjects with illustrations drawn 
almost exclusively from the futures markets. In one period 
we discuss specifically how farmers may use futures markets 
(could also be for other business firms, but in our case we 

are dealing with decisions that confront farmers in marketing 
their products). We briefly present five examples, which are: 

(1) Use of quotations from futures markets as indicators 
of a product's value — to decide whether to sell now or 
later, and where to sell. 

(2) Selling contracts equivalent to all or part of the expected 
production from a growing crop before harvest in order 
to assure oneself of a certain price. 

(3) The possibility of hedging to earn a carying charge on 
grain from use of storage facilities; (In Illinois there 
are a few farms with storage facilities of 30,000 to 
40,000 bushels, so for them this practice is a definite 
possibility; however, we use this example primarily to 
illustrate how country grain receivers can generate earn
ing from unused storage space). 
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(4) The opportunity to "fix" the price of feed in livestock 
feeding operations. When feed must be bought at some 
later date a cattle feeder or a turkey feeder may protect 
himself against a price rise by purchasing soybean meal 
and corn futures (and selling these contracts when he 
purchases the physical commodity); with the recent 
establishment of trading in cattle futures it is now pos
sible to involve students still further by-showing how 
live cattle futures may be sold when feeder calves are 
purchased (and then covering these contracts when the 
fattened cattle are marketed). In a real sense this exer
cise shows how a manufacturing operation may be con
ducted on the farm with price risks shifted so that prof
its earned come primarily from the feeder's efficiency in 
converting feed into livestock. 

(5) Show that the futures market is and can be used by 
farmers who desire to speculate in a possible price rise 
even though their physical commodity has already been 
marketed. Farmers who do not have storage facilities 
have to sell their crop at harvest time; if they have a 
strong belief that the price will rise they may buy a fu
tures contract in the hope of gaining from this expected 
rise. Data gathered irregularly by the Commodity Ex
change Authority which show the occupation of those 
engaged in futures trading have always shown that a 
large number of speculators are farmers. 

Seldom do I complete the discussion of the preceding exam
ples in one class period. Students have some questions, and we 
try to make clear that sales may be hedged as well as purchases 
(using a wheat miller's or a soybean processor's operations as 
examples). 

An exercise designed mainly to illustrate the marketing func
tion of securing and disseminating market information is used 
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in another class period. The assignment involves a series of 
questions based on the content of the commodity market page 
of The Wall Street Journal. Students are asked to: 

(1) List the cash or spot market prices for one of two kinds 
of grain from all of the markets that are listed (provides 
an illustration for a discussion of location theory in 
terms of geographic price differences) 

(2) Select a particular grain and tabulate the different 
prices, grade characteristics, and freight billing for each 
grade of that grain reported (provides an opportunity 
to associate prices with the various determinants of 
value for a specific lot of a commodity) 

(3) List all of the commodities and the months for which 
futures trading is carried on for each, so that students 
become familiar with products traded in commodity 
markets as well as the idea of many different contracts. 

(4) Use the quoted prices for soybeans, soybean oil, and 
soybean meal to calculate the returns from the soybeans 
if converted into products — not only for the spot mar
ket, but also from a forward purchase and sale some 
four or five months ahead. 

(5) Tabulate "to arrive" bids and "track country station" 
bids for soybeans; in our discussion we point out that 
grain firms are able to make these bids for a product not 
yet received because they have an opportunity to trans
fer price risks by hedging in the futures market. 

We have one class session in which the commodity exchange 
is discussed in an institutional framework; we define and ex
plain the nature of the futures market and futures trading, 
where it is done, and why it is done for some products and not 
for others. The material presented by Roger Gray at this 
seminar will be helpful in this session. 

In other parts of the course reference is made to the futures 
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market when other ideas are being explored. Thus, in dis
cussing price determination and the specific forces of supply 
and demand affecting prices, we cite examples from activities 
in the futures markets, and the futures markets as a market 
where these forces are brought together. In another part of 
the course we refer to the regulation of marketing activities 
as one very important marketing function. Most texts include 
material pointing out governmental regulations; we use these, 
but we also point out that there is a good deal of self-imposed 
regulation by an industry itself (illustrations from the Board 
of Trade Rules and Regulations fit well into this particular 
discussion). 

In discussing the marketing function of standardization we 
point out that the use of standards is essential before futures 
trading can take place. Finally, in the latter part of the course 
we spend considerable time on the subject of integration and 
contract sales. As Henry Bakken stated earlier in this Seminar, 
a high percentage of agricultural commodities are now sold 
for future delivery in some form. 

I have pointed out how I used examples from the commodity 
markets in a general marketing course. If you wish more speci
fic examples relating to grain marketing, I suggest you direct 
some questions to our chairman, Dr. Schruben, who teaches 
a grain marketing course at Kansas State University. 
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Harold C. Pederson, Acting State Leader of Extension 

Programs and Extension Economist in Marketing, 

Institute of Agriculture, University of Minnesota 

The task of summarizing experiences for illustrations of 
educational work carried on with managers of country grain 
elevator businesses is an involved undertaking. The effort 
required helps me appreciate what a speaker at an annual 
country elevator association meeting meant when he used 
a story to impress upon the stockholders the complicated posi
tion occupied by their manager. 

He referred to a situation where the equipment for unload
ing and elevating the grain at a country elevator failed to 
function. A long line of loads of grain waiting to be unloaded 
soon formed. The problem could neither be determined nor 
corrected by any member of the manager's crew so an urgent 
call was made for an expert mechanic to report as quickly 
as possible. 

Fortunately, the expert arrived in less than an hour. He 
was an energetic individual and with tools dangling from his 
belt climbed quickly and soon disappeared into the lofty struc
ture. There was silence but this was soon broken by the sound 
of a hammer used on metal. The expert returned to the main 
floor in a few moments and said the equipment was again in 
working order. It was. This successful mechanic hurriedly 
made out a statement in the amount of one hundred and fifty 
dollars for services rendered and prepared to leave. 

The manager glanced at the bill and then commented, "I 
don't question the value of your services but a bill of this 
amount — one hundred and fifty dollars — ought to be itemized 
in more detail." 
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The expert disgustedly prepared an alternative bill which 
read: "One dollar for pounding with a hammer, and one 
hundred forty-nine dollars for knowing where to pound." 
(Laughter) 

The expert referred to in this story obviously had mastered 
a skill. The results of his efforts no doubt yielded both satis
faction and a good income. The country grain elevator manag
er with similar goals in mind — satisfaction and income — must 
make numerous decisions over a wide range of situations. He 
must know when, where and how to use his talents. And 
efforts he may undertake to improve his skills must be planned 
so as not to seriously interfere with his regular responsibilities 
or with peak seasons when business requires maximum atten
tion. Really, this manager assumes an unusual role in his mar
ket center. He must keep customers satisfied and yet he knows 
that he will soon be out of business if he pays too much, and 
that he won't have any business if he doesn't pay enough. 
Moreover, his business undergoes change from one period to 
another. This means he must keep abreast of new develop
ments. Examples of far-reaching changes are the recent 
changes associated with picker-shelling of corn, artificial dry
ing of grain, changing production areas, new grain production 
techniques, transportation changes, and others. 

This is an all too brief background of the experiences which 
present day county grain elevator managers encounter. It 
does, however, serve as the basis in justifying and itemizing 
guidelines to consider in sponsoring educational programs for 
grain elevator managers. The list follows: 

1. Once introductory explanations of the principles in
volved in marketing topics are presented, elevator man
agers are likely to favor topics and discussions that apply 
to their business. Time is limited to topics such as: 
"How can futures markets help me in my everyday busi-
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ness?" "What significance is the futures market to me?" 
Examples on how a manager uses the futures market; and 
other topics of current interest. The educational ma
terials made available by and through the Chicago Board 
of Trade have been exceedingly helpful in meeting these 
needs. 

2. The importance of including representatives from the 
grain industry in continuing educational programs has 
real merit. Personally, I would hesitate to discuss cer
tain problems of interest to grain elevator managers when 
there are knowledgeable individuals within the industry 
who are willing to do so. 

3. The type of educational meeting arranged for managers 
need not necessarily be a one-day affair. A sufficient num
ber of two, three or more days in a series or at weekly or 
monthly intervals have proven successful. 

4. The time of year for such events is especially important. 
Unless the subject matter presented has an urgent ap
peal certain months are preferred to others. In Min
nesota the preferred months seem to be December 
through March. 

5. The time of the day chosen is important. The evaluation 
of questionnaires submitted to nearly a thousand Min
nesota elevator managers during the past three years in
dicate that the 4:00 - 9:00 P.M. sessions are preferred. 

6. Grain elevator managers also have expressed a need for 
more educational grain marketing programs for produc
ers. This view, they say, is desired as much of the grain 
is kept on farms for long periods. This involves costs, and 
at times losses, which are important to the total grain 
industry. 

Now, in summary, two examples serve to indicate the good 
that may result from work carried on with these non-credit 
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off-campus or on-campus programs for country elevator man
agers. In one instance, I recall one young man who accepted 
a position as a manager of a large farmer's cooperative elevator 
in southern Minnesota. This association had a series of bad 
years before be became manager. Three years of good man
agement changed the situation substantially. This young man 
has often remarked that his participation in a three-week short 
course held for managers not only assisted him directly, but, 
also, helped guide him to sources of information and assistance 
that enabled him to enjoy the progress he had made. 

In another instance, an assistant county agricultural exten
sion agent said his educational work in farm management has 
become more effective since he became familiar with the fu
tures market and could discuss its merits with his cooperators. 
This over-view of experiences with country grain elevator 
managers and the producers they serve prompts me to con
clude with this question: Can non-credit off-campus courses 
offered to extend educational information on commodity mar
kets and numerous related marketing subjects be upgraded 
so as to more effectively accomplish our objectives? I hope the 
question can be answered "yes." 
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SUMMARY DISCUSSION 

SCHRUBEN: You will notice from your program that the 
schedule for this afternoon omitted mention of adjournment 
time. This should allow all the time you want for questions 
and discussion. 

There are at least five participants, not counting the Educa
tional Advisory Committee, who have had experience in deal
ing with questions of futures trading, have written on the sub
ject, and have used commodity markets as examples in illus
trating economic principles. Before we conclude this session, 
perhaps we can hear also from these people. 

First though, perhaps there are questions you would like to 
ask Dean Gaumnitz, Professor Mutti or Professor Pederson. 
Any questions that you would like to direct to these people? 

BAKKEN: No comment was made by these individuals of 
graduate courses, and I wondered to what extent graduate 
marketing courses give attention to this phase of marketing. 

DAVIS: We have a course in marketing problems at the 
graduate level, and one of the problems involves cereal mar
keting and hedging. We give considerable time to that phase 
of marketing management. 

At the undergraduate level, we also have a course in market
ing management in which we discuss cereal marketing. We 
also have at the undergraduate level a course in marketing 
problems which includes a hedging problem. 

SCHRUBEN: Are there any other illustrations to answer 
Henry's question? Some institutions offer complete courses 
in futures trading, such as the course at Stanford. 

E H R I C H : Along that line, there is a lot of interdisciplinary 
interest in that Stanford course from students in the business 
school and the economics department. 

M A R T I N : At Maryland there was a course offered at the 
advanced undergraduate-graduate level, which included in-
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formation on the way futures trading was handled in com
modity markets. There were four night sessions to which in
dustry people were invited. Guests from one of the brokerage 
firms came and talked to these sessions. This was well ac
cepted because it provided the students with an opportunity 
to talk to people in the trade. 

SCHRUBEN: I would like to list a few topics which can 
be illustrated by activities at the Chicago Board of Trade. 

Arbitrage seems to be a difficult concept for some students 
until you illustrate it with concrete transactions. Risk and 
uncertainty, elements of competition, the economic man, and 
the psychology of the market can each be illustrated by events 
occurring at the Chicago Board of Trade. 

Often, illustrations of specialization are from the produc
tion side of our economic endeavor. However, specialization 
in marketing must accompany specialization in production if 
the economy is to benefit from the efficiencies of specialization 
in production. The Chicago Board of Trade is an excellent 
illlustration of the kind of specialization in marketing which 
is necessary if the economies of roundabout production are 
to be achieved. 

Certainly, the efficiency in exchanging title to grain at this 
market is something to observe. The output per unit of input 
must be extremely high in this market when you compare it 
with markets in other parts of the world where thirty minutes' 
haggling over the price of a cup of rice is commonplace. 

Another illustration which seems to me to stand out here 
is business integrity. You find men committing from their 
personal fortunes thousands and sometimes millions of dollars 
based on the integrity of the oral or spoken word of the other 
party to the transaction. 

EHRICH: In teaching price analysis, I find the activities 
in the wheat pit or the soybean pit illustrate effectively arbi-
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trage and the whole problem of price discovery (as opposed 
to price determining forces). The different types of specu
lators, the spreader, the scalper and the position trader are 
valuable examples in explaining how prices are discovered 
in a market place. Tha t is to say, prices just aren't there, they 
are discovered. Somebody doesn't just set the price. You 
can show that getting to the transaction price is a process of 
give and take and arbitrage. I use the idea of the speculator 
in this regard, I think, to the great advantage. 

U H R I G : I have been primarily concerned with extension 
work and am just getting started in the field. I found the use 
of visuals very effective in presenting market and price in
formation to farm groups. The Board of Trade has quite a 
wealth of visual material available, including slide sets and 
films. I found it useful to make up a set tailored to my own 
needs expressing simple ideas, and then I build my talk around 
this. I think this provides great flexibility in both the length 
of talk and the detail with which I wish to cover any particular 
item. 

I have also found it necessary in many cases to start at the 
beginning levels. I believe that more than one, two, or three 
hours of meetings on the futures market are necessary to en
able farmers to successfully use the information. In order 
for them to gain experience, I think we need schools where 
they actually go through examples, and take a position, per
haps on paper, and compare the results of this over time. 

SCHRUBEN: This brings out a point that is well taken. 
Adults who approach this question may need to understand 
how a futures market operates even though they themselves 
don't become traders. 

This reminds me of another question. Are any of you 
teaching courses of this sort in late afternoon or evening classes 
where you have businessmen enrolled? 
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BROWN: Every night. 
ANDERSON: I would just like to react briefly. As one 

who is attempting to do research in the area of grain market
ing, I certainly am appreciative of the opportunity that the 
Board of Trade affords in these kinds of meetings. The ex
change of thoughts with people actively operating in the trade 
helps us researchers to avoid sitting in our ivory towers and 
presenting our biases. Sometimes we dignify them by calling 
them hypotheses. We certainly need these kinds of contacts 
to put empirical realism into some of the things we are trying 
to do. The point is that those of us who are working in the 
academic area are appreciative of these kinds of opportunities. 
If we are to explain and understand how our economy oper
ates, we need more fully to understand each segment. The 
amount of contact that one can gain through a meeting like 
this in a relatively short period of time and the breadth of 
areas that can be covered in considerable depth through dis
cussion and response of the audience, certainly provides each 
one of us who are working in this area a considerable amount 
of hypotheses-forming material to carry back with us. I cer
tainly am appreciative of this. 

DIETZ: I would like to comment that I am thankful for 
your having invited people from the finance area. The basic 
finance texts neglect this area. I find no reference to the im
portance of the futures market in the texts, yet here is what 
I assume to be a rather great extension of credit. An example 
is the need for futures in carrying warehouse receipts. 

I hope that future seminars of this nature might be able 
to make finance people aware of these situations. 

SCHRUBEN: Thank you. Your next book undoubtedly 
will have a chapter on this. 

DIETZ: At least one chapter. 
SCHRUBEN: Are there any other comments? 
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