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Who's taking the lead on Production Economics?
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Economists are particularly bad at predicting what the Everyone is hoping to obtain a bit of information that will help
future holds for the economy or specific market trends. them make better decisions and maintain profitability even
Still, economists find gainful employment making predictions. when times get tough. Knowing if prices will be up or down
The reason comes down to economic resiliency. would certainly be a tremendous advantage, but the real secret

to economic resiliency lies much closer to home than we might
realise. (US National Pork Board and Pork Checkoff)




What is economic resilience?

Before we proceed, let’s clear up the term economic resilience. In Prepare for profitability shocks
general, resilience is the ability of a system to continue operating
after sustaining a shock. In economic terms there are two aspects,
static and dynamic resiliency, each describing a different response

With this definition in mind, we can see how economic resiliency
does not lie in better knowledge of future events but rather in
preparedness for the arrival of shocks to profitability. One of

to sustaining a shock. Static resiliency is the ability of a system to the best examples is found in your farm’s disease management
continue to use resources efficiently after a shock, and dynamic practices. Disease has a significant influence on long-term
resiliency is the speed with which a system can return to maximum profitability. Disease management is one of the most important
output after the shock. In simple terms, static resilience is how well tactics to improve and protect profits. Keeping disease out falls
your business can take a hit, and dynamic resilience is how quickly under static economic resilience, while effective treatment,

your business gets back to normal after the hit. stabilisation and recovery falls under dynamic economic resilience.
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Economic resiliency determines your
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resilience to normal levels of profitability.
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The real cost of disease?

We all know disease management is important, but | suspect many do not fully appreciate
the real cost of disease and underinvest in prevention. Here are three examples of how

disease cost is underestimated.
Dennis DiPietre
Agricultural Economist

1. Not properly accounting for losses from reduced production performance, especially
in finishi is the t di ti d ti ted. A tell h fit An award winning consultant to agricultural
in finis |ng, is the o!o way disease costis un er?s imated. nyor?e can tell how profi and food industries, Dr. DiPietre advises
would be impacted if feed cost rose by 5%, but it becomes trickier to say how much on innovation, precision production and

profit would be impacted if growth rates decreased 5%. marketing, cost containment, optimisation
P . . . . modeling and negotiation.
2. Subclinical disease, where even minimal impacts add up over longer periods, saps

economic performance.
3. The most severe underestimation occurs when we fail to acknowledge the role

variation plays in profitability. Two farms can have the same average performance, but
the farm with more variation will have less profitability.

Lance Mulberry
Agricultural Economist
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So, if economic resiliency is on your to-do list, Lanve Mulberryis an eoonomis with
KnowledgeVentures, LLC, specialising in

before you turn to a crystal ball, make sure you bi-economic modeling,which s roft
optimisation in the presence of natural

H M M M H variation. The focus of his work is primaril

are first adequately investing in your disease e ook sprmert
from around the globe in all aspects of the

management program. pork supply chain,
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