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Human Resour cesin Under graduate Agricultural Economics:
A Preliminary Assessment
Michad Oldfather and Bryan Schurle

This paper’ s theme can be captured in two questions. Firgt, can one make the case that
undergraduate students in agricultura and gpplied economics need a firm grounding in human resource
and labor economics? Second, to what extent are they currently recelving an adequate background in
the topics generaly considered to comprise the core of that branch of economics?

Our gpproach to answering the two questions begins with a presentation of what we believe to
be the core of labor and human resource economics and alittle history of how that core has evolved
over the past 40 years or 0. The following section of the paper presents evidence of increasing interest
of agricultural economigsin the subject. The next section of the paper presents the results of our
preiminary sampling of agricultural economists with respongbility for developing and guiding
undergraduate curricula on severd campuses. This section isfollowed by a sampling of textbooks
widely used by undergraduates in agriculturd economics and agribusiness, generd management, and
intermediate microeconomics, courses where the concepts of modern labor economics might be found.
MODERN LABOR AND HUMAN RESOURCE ECONOMICS

Few branches of economics have changed as much as labor economics has over the past four
decades. Economists whose last exposure to study in this area occurred 30 years ago would not
recognize the subject today. While many changes could be cited, three may best capture the dramatic
break with the past that we have in mind. Firgt, the emphasis on organized labor has been dramatically

reduced. Given the decline of union membership both absolutely and as a portion of the labor force,



thisresult isnot surprisng. As Galaway and Vedder note, this change in emphasis reflects a sea change
in perspective, as labor economists moved away from missonary zed in behdf of organized labor
toward much more objective trestment of unions.

The second change is arather sudden and dramatic shift towards greater emphasis on empirica
research, made possible by the rise of computers, the production of new data sets, and advancesin
econometrics. Textbooks published in the early 1970s (e.g., Fleisher, Galaway, and Rees) reflect this
goproach. Theinfluence of Rees stext was probably the greatest in thisregard. Only 239 pages long,
The Economics of Work and Pay includes far more references to empirica research than ether of the
much longer works by Reynolds and Bloom and Northrup, the leadersin the 1960s. Eventudly going
through 6 editions, thistext truly set the pattern for today’ s crop of labor textbooks.

A third digtinctive characteristic of the “new” labor economics involves subject matter. No
economist has been more important in expanding the borders of labor economics than Gary Becker, the
1992 Nobd Laurestein Economics. Beginning with the publication of The Economics of
Discrimination in 1957, Becker began the process of “intellectua imperidism” that included human
capita (1964), the economics of marriage and the family (1991), and a host of other topics (see Fuchs
for afuller ligting of Becker’ s wide ranging contributions to the standard fare in labor economics).
Leading Labor and Human Resour ce Texts

Table 1 presents our sense of what students are likely to study in alabor/human resource
economics course on most college and university campusestoday. The weighting of particular topics
variesin the four texts discussed below, and would certainly be different in the courses students might

take. Still, the outline does include most (if not al) the topics we found in the four texts. What follows



isa somewhat more detailed sketch of those texts, listed in order of difficulty.

While the prefaces of al four texts sate that their books are designed to be accessible to
students who have taken only principles of microeconomics and macroeconomics, students with such
limited background in economics (and those of us who regularly teach them) might disagree. Of the
four, Contemporary Labor Economics, by Campbell McConndl, et al., arguably comes closest to
delivering on itsauthors promise. While indifference curves are used extensively, less technica
approaches can readily replace their contributions to understanding the subject. The text includes more
descriptive materid than the others; it is epecidly strong in the area of the relationship between
government and |abor markets.

Labor Economics, by George Borjas, like the other three, reports on labor market statistics
and evidence fromresearch, but “ ...data and empirica findings are not the heart of the book.” Instead,
the objective“...isto survey the field of labor economics with an emphasis on both theory and
facts...relying much more heavily on ‘the economic way of thinking'” than dternative texts. One
important feature of both this text and the Ehrenberg and Smith book is an appendix to the first chapter
on multiple regresson analyss. Thisisredly vauable gven that empirical work in thefidd rdies o
heavily on gatisicd moddsin thisfamily. Students will be exposed to this essentid tool frequently as
they review at least some the relevant research in [abor economics.

Modern Labor Economics, Theory and Public Policy, by Ronad Ehrenberg and Robert
Smith, is reputed to be the best-sdlling text in the field. 1t takes a somewhat more sophisticated
approach to the subject than the first two. While it may well be possible for students who have taken

only principles of microeconomics to handle this text comfortably, we recommend an intermediate
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microeconomics background for dl but the most gifted undergraduates before taking a course using this
text, the Borjas book, or Kaufman and Hotchkiss. For well prepared undergraduates, this book
certanly deservesits status as the industry standard.

The Economics of Labor Markets by Bruce Kaufman and Julie Hotchkiss, is distinguished
from the other three in severa important ways. Firg, it is somewhat longer than the others; not
surprisngly, it goesinto severd issuesin much greater depth. Second, it is the only text in the group to
incdude caculus to any degree; because it isin appendices, it can be omitted eadly. Third, it presents
more evidence from research outside of the neoclassicd modd than the other three. Finally, its chepter,
“The Economics of Human Resource Managemert,” isunique. All the others certainly touch on much
that appears in the chapter, but none of the others indudes a thorough review of relevant literature
produced from management and other fields who have an interest in thistopic. We believe that other
economigtswill join usin praising the chapter for introducing a fascinating subject in away that our
discipline prepares us to appreciate.

AGRICULTURAL ECONOMISTS REFLECT ON HUMAN RESOURCES
The Presidents’ Addresses

The presdentid address at the annua meeting of the American Agriculturd Economics
Association often provides an assessment of the state of the professon. Reviewing recent addresses of
AAEA leadership for interest in human resour ces, we found that five of the last elght addresses (1996-
2003) devoted at least some attention to human resource issues.

Chrigty (1996) presents an interesting scheme for visuaizing the “ Agri-Food System,” in which

human resources — together with technology, indtitutions, and physical resources — describe both limits



and possihilities for improving the hedlth and vitdity of the food and fiber sector of the economy. All
four dements are crucid to the industry, but it is clear that Christy places a particularly strong emphasis
on the role of human resources.

The addresses of Antle (1999) and Gardner (2000) both focus on economic growth and
emphasize the role of investment in human capitd as an important driver for expanding per capita
output. Antle provides an excelent framework for conceptudizing agriculture as a part of the larger
economy and helps one congder human resources both within agriculture and esewhere. Gardner’s
goproach includes agreat dedl of factud information about the relationship between incomesin
agriculture and the rest of the economy and trends in that relationship. He aso provides an excdlent
higoricd review of some of the best efforts of agriculturad economigts to understand and explain the
relationship between agriculturd and nonagricultura incomes.

Kinsey (2001) argues tha production agriculture is just one of many componentsinvolved in
getting food from the fidd to its ultimate consumer and presents an interesting grid for conceptudizing
the new food economy as a web with food consumption at its center. At the perimeter of her web are
12 “activities,” two of which—*“Managing and training labor” and “Overseaing and fadiliteting . . . the
welfare of . . . workers” — speak explictly of the role of human resources, but most of the others involve
people working together.

Offutt (2002) writes very much in the tradition of the “new” labor economics. As her title, “The
Future of Farm Policy Andyss. A Household Perspective,” suggests (and as she notes explicitly),
Offutt’ s thess flows logicaly from the work of Gary Becker, who is one of the scholars most

respongble for the modernization of |abor economics (vide supra). More specificaly, she argues that



thinking about farm policy ought to begin with an appreciation of households as both producers and
consumers, chalenged to find the best use of its members time for each activity. Indeed, the previous
year, Kinsey made much the same argument in her description of how “. . . in the pursuit of freedom
from cooking and washing dishes, [we] scan and bag our own groceries [and] fill our platesin buffet
lines” Ingghtsdrawn directly from “The ‘New’ Home Economics’ (“new,” that is, in the 1960s) inform
both Kinsey and Offutt and encourage the rest of usto think of how changing household dynamics lead
families to consume different kinds of food (and other agriculturad) products.
Recent AJAE Human Resource Articles

Within the profession, trends in scholarly output provide supporting evidence of the discipline's
interest in any topic. Reviewing the last seven years of the AJAE, we were surprised to discover how
many articles— well over 40 — dedlt in a sgnificant way with topics sudied in contemporary labor
economics texts and scholarly journdsin thefidd. Titles of these artidesinclude “human capitd,”
“labor,” “migration,” “efficiency wages,” “fringe benefits” “principd-agent theory,” “piece-rates,”
“|labor force participation,” and many others found in table 1. Citationsin these articlesinclude
references to research by agricultura economists, some of it 50 years old, suggesting thet at least some
members of the professon have been interested in human resources for a very long time.
The “ Lincoln Report”

The Report of the National Agribusiness Education Commission (1989), the“Lincoln
Report,” provides additiond pressure for more emphas's on studying human resources in agricultura
economics. Whileit emphasized the need for graduate traning in agribusness, its recommendations

have d =0 influenced under graduate curriculain the discipline. The Report includes the results of two



large surveys. Thefirg, the Agribusiness Management Aptitude and Skill Survey, was returned by 534
representatives of agribusiness. Respondents were asked to indicate the importance of 72 different
employee characterigtics that might be desired by firmsin their industry. Of specid interest to us hereis
that 6 Kkills clearly related to understanding and managing human resources — “Work with others,”
“Delegate respong bility and authority,” etc. — were ranked in positions 4, 10, 12, 16, 24, and 32.

A second survey asked agribusiness leaders for their evaluation of agribusiness education
programs and their ingghtsinto where changes were needed. The survey listed 14 areas traditiondly
part of the conventiond undergraduate preparation of the young men and women whom they
interviewed for pogtionsin ther firms or other organizations. Of the more than 1,100 industry
representatives who responded, relatively few thought students needed more background in production
agriculture (28 percent) and agricultura and life sciences (22 percent). “Human relations’ was, in the
opinion of the respondents, in greatest need of more attention; fully 63 percent thought agribusiness
education needed to put more emphasis on the human side of business operation. The fourth position
went to “Generd business, management” (50 percent). Since so much of management in most
organizationsisreated in one way or another to human resource issues, the survey results clearly
suggest the need for more emphasis on preparing sudents to interact with fellow employees.

Four papers presented at a“Principa Paper Sesson” at the 1999 American Agriculturd
Economics Association’s annud meetings looked at the extent to which the profession had adopted
recommendations from the Lincoln Report. Summarizing the survey results and persond reflections
reported there, one can say that agribusiness may be receiving alittle more atention at the graduate

levd — the focus of the Report — but it is clearly becoming the dominant area of concentration in



agricultura and applied economics at the undergraduate level.
SURVEY RESULTS

We surveyed agricultural economics and agribusiness programsin the U. S. and received 33
useable responses. The firgt question asked faculty members to estimate what percentage of their
students came from afamily background in production agriculture (defined broadly enough to include
forestry, aquiculture, etc., aswel asfarming and ranching). The average estimate was 39.7 percent.
According to respondents estimates of where graduates from their programs find employment upon
graduation, only 11.4 percent go into production agriculture. The information, summarized in Table 2,
hel ps answer the question raised in the introduction regarding whether undergraduate agricultural and
gpplied economics students could benefit from understanding the economics of human resources.

Some of the students who go into production agriculture will operate single proprietorships with
few if any employees other than family members, and the same will be true for some graduates who
work in other areas listed in table 2. Most — indluding some in production agriculture — however, will
work in enterprises that hire anywhere from afew workers to thousands of them. In the early stages of
their careers, most college graduates, whether in these fields or esewhere, will be interacting with co-
workers and their own supervisors. Astime passes, more and more of them will themsalves become
supervisors with respongbility for monitoring and motivating other employees.

A second component of our survey asked respondents to rate the importance of each of the 11
broad areas (described in detail in Table 1) that congtitute the core of contemporary labor and human
resources and then to provide information about the extent to which their programs stressed these aress.

The results of our survey are presented in Table 3. Given the emphasi's on agribusiness management



among the programs surveyed, it is not surprising that “ Human Resource Management” and “Monitoring
and Motivating Employees’ receive the highest marks. Congstent with this ranking, the two areas
receive the highest estimates of coverage in courses taken by students in the surveyed programs at 76
and 70 percent, respectively.

Somewhat puzzling is the result that “Public Policy” (3.58) landed in third place in terms of both
importance and coverage. We hypothesize that the inclusion of the Occupationd Safety and Hedlth
Adminigration (OSHA) in the detailed version of the core of modern labor economics that we included
in the survey may have dicdited this response from ingructors. The incluson of minimum wage legidation
and workers compensation may provide a part of the explanation for this unexpected response. While
“Investment in Human Capita” finished a respectable fourth place, admirers of Theodore Schultz, who
was largely respongble for popularizing the concept, might fed at least atwinge of disgppointment in this
modest showing.

Three others score better than 3.00 (which implies indifference) — “ Supply of Labor,” “ Demand
for Labor,” and “Employment and Unemployment.” The first two were estimated (at 64 percent and 58
percent, respectively) to be stressed in undergraduate programs. The 42 percent coverage for
“Employment and Unemployment” is condstent with the results we found in our earlier survey of the
place of macroeconomicsin the same programs. The topic isimportant, but, to the extent that it is
covered in macroeconomics, students who are exposed to it are most likely to see it there rather than in
courses offered in agricultural and gpplied economics.

Findly, four topics scored 3.00 or less— “Nondiscriminatory Explanetions for Earnings

Differentids,” “Discrimination and Earnings Differentids” “Organized Labor,” and “Labor Mobility.”
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Congstent with this gppraisd, respondents indicated that these topics are stressed in 33-39 percent of
their programs. The lack of interest in organized labor is easy to understand; except for afew farm
laborers and packing house workers, very few workers in agriculture are unionized. Thelow leve of
interest in earnings differentidsis, perhgps, a bit more troubling snce so many graduates of the
programs involved in this sudy will be employed in firms and industries where earnings differentids may
be ggnificant interest. Findly, one wonders why “Labor Mobility” struck our respondents as so
unimportant. The movement of [abor out of agriculture is surely one of the biggest storiesin U.S.
economic history. The depopulation of rurd communities, the reliance on migratory workersin the
production of many crops, and the prevaence of foreign-born workersin food processing plants
suggests to us that migration and immigration might logicaly warrant a place at the table.

We asked respondents for information about courses taken, for the most part, outside their
departments. Thisinformation, together with the foregoing data onimportance and coverage of the
elements of amodern labor and human resource economics course, helps us move towards an answer
to the second question we raised in the introduction, namely, how well are undergraduate sudentsin
agriculturd and applied economics prepared to ded with the human resource issues that they will
confront in their careers.

The results, which are very amilar to those found in earlier surveys by Boland, et al., and
Oldfather and Schurle, suggest that very few students (12%) inour population of interest take a course
in labor and human resource economics. On the other hand, 37% take a course in human resource
management, and even more take intermediate microeconomics (68%) and generd management (52%),

courses which provide students with significant exposure to the core of a classin labor economics.

11



HUMAN RESOURCES IN AGRICULTURAL ECONOMICS STUDENTS COURSES
Agricultural Economics

We reviewed four texts amed at students taking their first course in agricultura economics.
Casavant, et al., make dmost no reference to labor, teaching isoquants with milk as the output and
grain and hay astheinputs. Cramer, et al., define the food and fiber industry the most broadly of the
four; their references to unemployment, human capital, and rurd poverty reflect consderable emphass
on human resource issues. Penson, et al., differentiate their text by emphasizing macroeconomics more
than the other three texts. Asareault, they alot much more attention to employment and unemployment
and the macroeconomics of labor than the others; in addition, they make explicit referencesto labor in
the microeconomics section of the text. Drummond and Goodwin provide examples using labor asan
input and refer at least briefly to farm labor. All but the firgt text on the list provide at least some
background in the importance of |abor to the broader definitions of the food and fiber industries.

We reviewed three texts designed for use in agribusiness management courses— Beerlen, et
al., Baker, et al., and Erickson, et al. All three texts devote two chapters to human resource
management and mimic, to a certain degree, a leadt, the typicd introductory generd business
management texts. Thefirst two seem oriented more to practical consderations, hiring and evauating
employees, writing job descriptions, etc., than to the more abstract aspects of human resource
management. Erickson, et al., iswritten a a somewhat more rigorous leve; it is more nearly
comparable to the sophigtication of introductory business management than the other two. Insum, dl
three provide basic coverage of human resource management iSsues.

I nter medi ate Microeconomics Texts
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We concentrated on two very widdy used intermediate microeconomics texts, Perloff (2004)
and Browning and Zupan. Both provide excellent coverage of the Neoclassica models that dominate
this market; the same could be said for many of the unreviewed options from which ingructors can
choose. Courses built around ether text will cover dl the basics very well. Examples which involve
choosing from various resource mixes invariably include labor as one of the inputs. Both texts add at
least one chapter to enrich sudents gppreciation of some of the peculiarities of labor markets as
compared to the markets for products and for other inputs and prepare students for gpplication of
microeconomic theory to a more intensive examination of labor and human resource economics. Since
this study and two others (Boland, et al., and Oldfather and Schurle) suggest that at least two-thirds of
the students of interest to us take intermediate microeconomics, and most of the rest cover the same
materid in agricultura economics courses (asisthe case here at Kansas State University), the
contribution of intermediate microeconomics texts is especidly sgnificant.

General Management Texts

We |looked at four popular general management texts — Desder (2004), Griffin, Robbins and
Coulter, and Schermerhorn. All of them have one chapter devoted specificaly to human resource
management. In addition, somewhere between alittle less than half to somewhat more than haf the
chapters of the four texts include significant atention to understanding the chalenges of deding
effectivey with co-workers and employees. We thought that Schermerhorn emphasized human
resource issues somewhat more extensively than the others, but the difference was a the margin. All the
books cover virtudly everything normaly assumed to be a part of a basic undersanding of management

principles; their amilaritiesin both gpproach and format are far more agpparent than any differences that
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may exis among the texts.
SUMMARY AND RECOMMENDATIONS

Regarding the first question posed in the introduction — should agriculturd and gpplied
economics students acquire an understanding of human resources? — readers will not be surprised to
learn that we bdieve the answver isyes. Whether readers are persuaded by the information we have
presented remains to be seen. With regard to the second question — what are these students learning
about the subject? — we believe that the evidence suggests a passing grade for the programs we looked
a, but with a note attached to the effect that there is room for improvement.

Depending a bit on textbook salection and ingtructor emphasis, many of the gudentsin the
surveyed programs, are getting a decent foundation for understanding human resource issues they are
likely to face in their careers. This knowledge will develop in beginning and intermediate level coursesin
economics, agriculturd economics, and agribusness management. This assessment is reinforced by our
survey’ s respondents answersto this question: “In your opinion, how well are your graduates prepared
for deding with human resource questions they’re likdly to face in their careers?” Some 45 percent of
those surveyed graded their programs as “ satisfactory,” 16 percent gave their program high praise,
while 39 percent assgned very low marksto their programs. Perhaps the glassis 61 percent full.

In summary, first, we hope that more attention to human resource issues will find its way into the
core courses in economics and agricultura economics courses taken by studentsin agriculturd and
applied economics. Second, genera management courses, which invarigbly include a heavy dose of the
study of human resources ought to be more commonly a part of the preparation of sudents with mgors

or concentrations in agribusiness. A reasonable divison of |abor might give the generd background to
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the college of business, while agricultura economists teach management courses that focus on the
peculiarities and unique features of firmsin the food and fiber sector of the economy.

Finaly, we are both economists. We continue to believe that a solid background in economic
theory is essentid to understanding the workings of businesses and virtudly al other enterprises, no
meatter whether they are connected to agriculture or not. We think the modern core of Iabor and human
resource economics provides vauable insghts into issues of great importance, and we would like to see
more agricultural and gpplied economics students take coursework inthisarea. The curriculum is, of
course, dready crowded. At the very least, we wonder whether those 37 percent of the students
represented in our sample who take human resource management might not be better served by a
course in labor and human resource economics.
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Table1l: TheCoreof aModern Coursein Labor Economics

A. Demand for Labor: derived demand; wage eadticity of demand; competitive and
monopsonigtic labor markets, capita and other inputs as labor substitutes and complements.

B Supply of Labor: work/leisure trade-offs; reservation wage; income and substitution effects;
household production and joint labor supply decisions; labor force participation rates.

C. Investment in Human Capital: private returns to education; socid returnsto education;
education as a screening device, estimating effects of ability differences.

D. Human Resource Management: screening and hiring gpplicants; supervisng, evauating and
terminating employees, fringe benefits adminigration; on-the-job training.

E. Motivating and Monitoring Employees: principa-agent problem; efficiency wages, pay-for-
performance, profit-sharing, and other pay schemes to influence productivity.

F. Nondiscriminatory Explanations for Earnings Differentials: patternsin earnings
differentids, productivity; compensating wage differentids; hedonic wage theory.

G. Discrimination and Earnings Differentials. discrimination based on gender, race, and age;
codts of discrimination; modds to explain discrimingtion.

H. Labor Mobility: geographic, occupationd, and industrial mobility; costs and benefits of
interregiond and internationa migration; legd impediments to immigration.

|. Organized Labor: reevant labor legidation; collective bargaining; union membership trends,
union wage advantage; socia costs and benefits of unions.

J. Public Policy and Labor Markets minimum wage laws, unemploymert compensation;
workers compensation; OSHA; Socid Security; wdfare; affirmative action.

K. Employment and Unemployment: unemployment satistics, natura rate of unemployment;
interna labor markets; job search; causes of unemployment and policies.
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Table 2: Agricultural and Applied Economics Under graduates Employment?

Production Agriculture 11.4%
Agriculturd Finance 12.1%
Producing and Marketing Goods for Production Agriculture 16.7%
Processing, Didributing, and Sdlling Food and Fiber 14.8%
USDA, Extension, and Other Government Agencies 10.9%
Businesses Unrelated to Agriculture 26.5%
Others (including Graduate School) 15.5%

Note: Thetota isdightly grester than 100 percent because some graduates fall into more than one
category.
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Table 3: Respondents Assessment of I mportance of Elements of Modern Labor Economics

and Extent of Core's Coveragein Agricultural and Applied Economics Cour ses

| mportance Coverage
A. Demand for Labor 3.24 (1.09) 58%
B. Supply of Labor 3.27 (0.98) 64%
C. Investment in Human Capitd 3.52 (0.87) 61%
D. Human Resource Management 4.15 (1.09) 76%
E. Monitoring and Moativating Employees 3.88(1.14) 70%
F. Nondiscriminatory Explanations for Earnings Differentids 3.00(1.19 39%
G. Discrimination and Earnings Differentids 2.85 (1.06) 33%
H. Labor Mokility 2.97 (1.02) 39%
|. Organized Labor 2.92 (0.95) 39%
J. Public Policy 3.58 (0.90) 67%
K. Employment and Unemployment 3.21(1.14) 42%

Likert scde 1 = Unimportant, 5 = Important; standard deviations in parentheses.
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