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Decision Calculation in Agribusiness

FERAEAFT BEENEELEESW T ERRREHR
W OB OB
Phillip J. Ch’ang

Summary

Before an investment decision is taken, it will be obviously desirable
to consider what its probable effects on future cash flows will be and
there should be some careful preparations before decision is made.

Decision calculation is a method and a technique to provide insight
‘into the way in which calculations determine the change in the flow
of income and on what concepts this computational technique is based.
It also indicates paths whereby it is possible to arrive at the choice of
that activity which, within given objectives, will' make the - largest ¢
possible contribution to the flow of income. Therefore, a discussion on
decision making and decision caleulation can be summarized as:

1. The aim of agribusiness is to produce an income for all participants
in the process by producing for the market. In economics produc-
tion, it is defined as cémbining the factors of production in such a

-way that'a»product is made or a service provided that has a value
greater than that of the factors of production used in the process.

2. Products are sold in a selling market .in return for monetary
reimbursement. The value of production is expressed in terms of
money so that the acquisition of production costs money. The dif-
ference between sales receipts and purchasing expenditure constitutes

the income of all those participating in the production process.

E 3. Decision calculation has a clear part to play in the field of decision
making. With this instrument it is possible to determine with a
certain measure of probability what change can be expected to
occur in the flow of income as a consequence of a particular
decision.

4. There are various calculation methods with which it is possible to
investigate the effect of certain decisions on the flow of income.
But the cumulative present value is the method with adoptine the
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net present value and economic lifetime when making decision
calculations. The method actually used in addition to cash flow,
the changes which occur annually in the value of the assets are
also taken into account. The highest cumulative present value and
used as the principle criterion for profitability.

5. Cumulative present value method can be schematically set up as:

complementary expenditure
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