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IDENTIFYING FARM Ml\.NAGEME:tfr "BEST PRACTICES" IN (!AN ADA: 
HEORIS'l'ICS AND INSIGHTS FROM QUALITATIVE RESEAR,CH 

"For it seemed to nle that I could discover much more 
truth in the reasonings that each person makes 
concerning matters that are important to him, whose 
outcome ought to cost him dearly later on if he has 
judged incorrectly, than in those reasonings that a man 
of letters makes in his private room, which ... have no 
other consequence.'' Descartes, 1637 

For close to a century, farm management researchers have 

tried to identify factors critical to a farm and/or farmer's 

success in order to develop recommendations for how less 

succl ssful farmers could become more successful. studies have 

examint'd a broad range of factors, including farm size 1 debt 

structur\": 1 production efficiency, rates of technology adoption, 

and personal and management characteristics, and used several 

methods f_o determine which factors are critical for a farm 1 s or 

farme-r:-·s success. Two observations emerge from a review of these 

farm management studies: i) there is no single factor necessary 

and sufficient for a farm to be successful, but there are factors 

that are associated with financially successful farms; and ii) 

methodologies used were grounded in positivism and specific 

methods were mostly quantitative (Howard and Brinkman 1994). 

Agricultural economists, who do the great majority o£ farm 

management research, are trained in the positivist tradition 

dating back to Galilee: the world is an ordered place, governed 

by identifiable rules, and identifying and quantifying the orde:z:s 

and rules of the world allows us to explain and predict 

phenomena. Hence, there is a causal relationship between 



identifiable characteristics and management pract.ices and farm 

financial success. Moreover, the characteristics can be 

quantified, and the management practices simplified, generali.z.ed 

and categorized, so that optimum behaviour, in financial terms, 

can be determined. 

This positivist orientation 

science with well defined rules: 

means that management is a 

if A then B . The problem is 

that managers operate in complex systems where random occurrences 

and chance often determine success or failure: if A most likely 

B. Poperian falsification does not always hold. A hypothesis 

that keeping good records is necessary for financial success is 

refuted by the many financially successful farmers who do not 

keep good re.cords . Never-the-less, keeping good records most 

likely increases the probability of financial success; :record 

keeping is a heuristic that managers have found to be associated 

Hi th success. If management d.oes not have immutable laws, but 

heuristics, it is mare c.n art than a science. A.s such, the 

positivist methodology and quantitative methods used by natural 

scientists may be necessary but not sufficient for identifying 

heuristics associated with farm financial success. Qualitative 

methods may provide insights and heuristics not readily 

identified by a positivist approach using quantitative methods. 

There have been calls far greater use of qualitative methods, 

such as case studies, to help identify problems and develop 

heuristics (.McClosky 198~, Just and Rausser 1989), but very few 

publi.cations report us.i.ng a qual.itative method. 

This paper compares management differences between high and 



l.ow margin farmers in Canada in order to identify heuristics 

associa.ted with farm financial success; in effect, the ''best 

practices" of successful farm managers. Mo:reov:er, identifying 

constraints and limitations of less succe.ssful farm managers 

provides insights about institutions and the structure of 

Canadian agriculture. These heuristics and insights are obtained 

through case studies of 65 Canadian farm mana.gers. These case 

studies and subsequent analysis was done osing a qualitative 

method termed "interpretive phenomenology" (IP). Qualit.ative 

methods are frequently used by business l"esearchers and social 

scientists other than economists, but rarely by economists. 

Hence, in addition to the heuristics and insights about the 

Canadian agricu~ture system, this paper also presents qualitative 

methods, in particular interpretive phenomenology 1 as an 

alternative method of farm management research. 

This paper proceeds as follows. First, qualitative methods 

in general and IP in particular are defined, follo~-1ed by an 

outline of IP methods. Next, the procedures followed in for the 

case studies are briefly outline. The case studies are presented 

and the "best practices" identified in the cases are discu.ssed. 

The paper ends with concluding comments on the heuristics and 

insights gained from the case studies. 

INTERPRETIVE PHENOMENOLOGY 

Research procedures which Pl:'Oduce Ciesoript.ive Q.ata ana rely 

mor.e on inductive than qeduotive analysis are ge.:nerally redz.erred 

to as "quali t.ati ve methods''. There art::: two 11'\a~n str.eams of 



qualitative methods: i) :Lnterpretive methods, Which rely upon. 

direct observation of i.ndiv.idoals' actions, behaviour, and/or 

words 1 and i i) critical methods, whioh observe and analyze 

behaviour within the context o.f a. cons·tp.nl:ly changing society 

(Neuman , ·t 991 , Ch . 3 ) . 

A frequently used interpretive method is inter.pretive 

phenomenology ( IP) , which is based on the philosophy of. Edward 

Husserl. Husserl' s view is that objects o:c .phenomena do not 

exist independently from an observer: the obse17ver gives both 

meaning and interpretation to a.n object or phenomena (Husserl 

1960). Husserl' s philosophical paradigm was extended int.o social 

science research by Shut.z, among others, who viewed the 

individual not as an actor in an isolated situation, but as 

pe.rson who learns from ex.perience and has a constantly changing 

view of the world. A person n.evei: enters the same situation 

twice; the external factors may be the sqme, hut the 

"biographical situation" of the individual, how he ox she 

interprets the world, is constantly changing .( ~aner 1973) ~ Peqple 

interpret the world differently; e.g., a business mGinel:ger may 

view a situation as a problem or an opportunity, .depending on the 

manager's pe:roeption. Hence, human behaviour is a product of how 

people interpret their world (Bogdon and tr,aylcn; l97S} ·' and a 

researcher usi.ng phenomenological methods attempt~ to se.e things 

from the subject's point of view (van Mannen 19$l0). This focus 

on how a subj.e.ct int.erprets the wor;];;d leads to the 'gual.zi.:t~t;;i::ve 

nature of phenomenology. 

Phenomenology examines bow an ind.i vi(lua.l perce:i:v.e$, ~cts, 



and behaves in a given s·.ituat:L.on o~ env:b:onment, whion c.ah .J;ep.Q. 

to the heuristios l.ee.rned a.nQ. deve~opecl by the indi:v±9.~~4 to 

succeed, or just exist with a. minimum of disu.tility, i.n that 

situation or environment (Wagner 1973) • such a met.hodo,l,ogy c.an 

be particularly useful when trying to discovel:' why sqme fa;rm 

manage.rs are more successful than others. All farm managers have 

a different 11biographical situation", wh:i.oh affects percepti.on 

and hence behaviour, and each m.anageJ: lives in a d.ifferent and 

constantly changing environment. Even though the environment is 

constantly changing, successful managers have develope.d 

strategies for dealing with new situations.. By eliciting these 

st.rategies, an IP farm management study attempts to discovering 

the heuristics, practices, and strategies that have lead to 

success. 

lNTERl?RETIVE PHENOMENOLOGY METHOPS 

Similar to a po.si tivist study, the s;peci:fic methods t).Sed in 

an IP s t.udy depend on the question being asked and the t.ype of 

results one hopes to obtain. HoweveJ:, all IP studies have 

similar methods and follow similar steps as outlined by van Manem 

(1990). 

First is identification of a phenomena or problem that is 

appropriately addressed using IP. Husser.l c'lairned. ~hqJ: 

phenomenology could provide the bas is for c:tll the s.ciences 

(Psat:has 1973) 1 but some phenomena and/or p:roblems .. may be, ,mgre 

appropriate than others as an IP stuqy.. Bart;i..cn:tla~1.y sqii;able 

are oomp.lex situatie>ns not ~menab:Le. to §i:JllPl4.:t:f:·p?:·t:~pfi af1d 



quantif;ioq;tioo, S:Uah as. deai,$,iop. l'Jlctkif.l9 by· tila'1Te.9~li7$ ;i;n a,. 

constantly ahang:tng env.i.;ro.nme.n.t;.. !J:'.es·b~P9' o~ hypobh.e$~$ d.n qpg~;1: 

to establish o£ un.ivel::sal t:-cu:ths o:c laws is not: an app.~qt>.tiate ,!~· 

con·ti.ngent. on ways .of knowing and understanding wh,:i,.ch oan ohc.tn:g¢ 

over time {Psathas 1973) .. 

The second step ;i.s ''bracketi·n.g", or su$pe.ns~on of pr;lo~ 

beliefs. A re.sea:rob using Il? methods should approach a st\ld¥ 

with as few preconceptions as possible. The· l;es~arche:~; must not 

let prior beliefs affect observation of the s.ubjeots of the 

s·tuoy. By bracketing pri .. or beliefs, all phenomena receive equal 

attention; the risk of ovel:lOoking a phenomena not deemed 

impo.rtant by theory or prior studies is minimized by b:t;"aoketing 

( Psathas 197 3) . 

'!'he fourth step, the mechc:inios o.f gathe.r±.n9 IP data, 

ina~udes d:Lrect ob.!:.H.~;rva.k:i.on; such as fj, eld research common to 

anthropologists, interviews, and examining diaries, j.ournc;tl$, anQ. 

letters. There Ls some d.eb.ate q.mong phe.nomeno.l..ogist about 

structured inte:r;views. Husser!' s transcendental met:hod. is .pu1;e 

de.soript.ion/ with genera.l.izc:d:.ions ano inte'rpret:ation$ le.ft to the 

reader. In an inhel:'view1 the use of structured guest.ions, rather 

than letting the $u'bject talk at will, comes olose t.o being a 

testing or va1ida:tion of the x;e.searcher's pr.i,or be.li.efs; :in 

effect, ·a guali.tative positivist s.tudy (ve;n Mapen, ~P· .~.?~43) .~ 

F"Urt.her Ciiscuss :Lo.n of demCJ.rca.tion of. me·thods and methoctolog.f. d.s 

left to ot;he:I:'s. 

1\na).ysis o~ the qp,ta, the f~·ftb sbep, i§ qc::n1e. l:>y ;i,tntne1JSi9P. 



in the data anti ~e;f;leo.tion on ~.s.se.nt.i,a,l, them~~ which oha,~a;ote+i,~·e 

the pher~.omena. Genet'Q.l.izahioos .eule:rge out of tne spectf'l.o 

details observed by the :x::esea:rch.e;r.. This in:duotive app.I;oa.ch h~s 

been called ''grounded theo.ry'*, beoause the theopy that is 

developed is grounded or rooted in the observed behavioU:l:' 

(Neuman; 1 9 91 p. 53 } .. Much of the induot:ive gener.ali ~at:ions 

emerge .through writingi the ui d.on' t know what t think \lntil I 

wr.i te it" method espoused by L~dd ( 1979). The subjective nature 

of this analysis is its grea.test weakness. Done well, Il? can 

yi.eld useful insights an.d heuristics grounded an obs.e:tvc;d:ion a.nd 

;•1 ived e.xperienceu; done poorly, it oan yi.eld banalities based 

on assertions. 

Qua.litative st·udies can also be validated, but unlike 

quanti. tati ve measux:-es which can be va.l.ida'ted to an nth degree., 

qualitative studies re.quire qualitative vali.dat.ion. First:, do 

the results or final write-up make sense to the person studied; 

does it uresanate 11 with them, ;i •• e., a:t:e the generali~ations from 

the study consistent with the subjects inte.rp:ret(.l:\:ion of the 

phenomena. Second, does the study al.low others not involved with 

the study or the subjects to X""eoognize the aoti vi ties af'ter 

having seen the study, but \'lith no a priori e~pe:ri,ence. Lastly, 

can the ureader" become a "player'' by the reading the study. Th;ts 

last validation step is perhaps the most j,:mpQ.rtant. l:~ impJ.:i.es 

that "best pract.i.ce.s'' can be developed frotn a val~d :st}.ldy. 

Method 



case studies were made on 65 oommeroial far:m mc:m~.g«;.~s i;r,Qm 

across canada, ~epresenting the major commodity gp:n.~,ps in 

Canadian agrioul-cure. Farme:ps interviewed represen't:ed ave~age or 

better comme:+cial operators because ·the focus of the stuqy was to 

identify manageme.nt practices associated with suocessf\ll f.arme:x.-s .• 

Hence 1 no limited resource/sm~ll scale operators were included in 

the sample. The ratio of high margin to low marg.in fa:rmers was 

appr.o~ima tely 7 0/30 ~ However, even the low rna1;g:i,n fa:r;mex-s were 

doing relatively well; i .. e. , they were not in danger of going 

bankrupt. 

Regional government ag:ricu.lturalists a.nd, industJ:y leaders 

were asked to provide names of suitable participants given the 

requirement that both high margin and low margin prod.ucerp be 

included. Each respondent was given a brief description of why 

they were being contacted and the purpose O'f the stt1d.Y. 

Participation \-ras strictly voluntary i only a few farmers declined 

to be interviewed due to t:lme commitments. 

Each case study followed a similar fa4:'i'nat. Farm and 

p.e:rsonal characteristics were recorded a,).ong with a br:Lef history 

of the farm operation, and then a mix of open-end and closed 

questions were asked covering ten mana<.:rement areas that previoqs 

studies had identified as critical for farm financial suooess. (A 

brief description of each management area a.nd type of questions 

is in the 1\PPENDIX) • The .i,nl:.e+views lasted app:roxima'tely tw.o and 

a half hours . 

authors. 

The. interview guidelines eire a.vailable fl:"om the 

Cla.ssification o.f Mana9ers 



Each manager Hi:lS olassifi~d aoaoi;ding to gt;!n~Pc:tl levt:!l. o.J: 

success and business practices used as .c;t Htop, good, or average" 

manager. The cri teri,a used to differentiate the top, .good., aod 

average farm managers included: 

* farm performance in terms of income, gJ:owth of egui.ty, 

and return on assets; 

* history of farm growth and developme.nti and 

* effective use (or non-use) of variop.s business 

practices or skills, e.g., marketing, financial, human 

resource management practices. 

'rhe fa;r:mers within the management cate.gories were c.ompared 

and contrasted using the categorical and descriptive information 

collected from the case studies to see what additional insights 

could be gained. In effect, isolating the strengths and 

weaknesses of each farm and manager allowed key differences to be 

identified. 

Limitations 

The case study pa.rticipants were not ne.oessarily 

statistically representative. Typica.lly they were contacted as a 

case study due to considerable prior contact with a government 

agriculturalist or a commodity group. Moreover, classification 

of each farmer as a top, go.od, or ave.rage farm manager was based 

upon a subjective evaluation, and hence subject to 

:i,nterpretation. However, the participants were usually 

recognized as industry leaders, h~nce a good source ~or ''}Jest 

practices'', and one team did all the classification and analysis. 



Any bias in the analysis is li..kely to be consistent. 

RESULWS 

Location and Enterprise Types of Case Studi~s 

Location of the case by major enterprise type is reported in 

Table 1. Location influences anterpris.e type; commodity type 

was dependent to a large degree by geographic region, e.g., grain 

and livestock in the prairies, d.a.iry i.n Ontario and Quebec. 

Dairy/poultry predominated, with 15 cases from all areas except 

the Prairies. •rhirteen cash crop cases (including potatoes in 

Quebec) and twelve livestock (beef/hogs) cases were done in the 

Prairies, Ontario and Quebec. Cash crop plus livestock cases 

(eight) were only in the Prairies and Ontario, while dairy/mixed 

cases were only in Quebec. Fruit/vegetable (six cases) and 

specialty (seven cases) were done in British Columbia, Ontario 

and Atlantic Canada. Speciality operations included greenhouse 

and nursery operations, and alternative crops. 

Demographic and Financial Characteristics 

Demographic and financial characteristics are repol:'ted in 

Table 2. Five women and 60 men were int.erviewed. Average age 

was 46, but ranged from 30 to 67. On average, the farm manager;; 

had been operating their own farm business for 16 years, but the 

range was from four years to 43 years. A very wide range of 

asset and income levels were observed, ranging from $180,000 to 

$25 million in assets and from -$200,000 to $3 million in net 

farm income. Debt level also had a wide rang.e, :from zero to 67% 



of assets. 

Characteristics of Top, Good, and Average Nanagers 

The 65 farm managers in the case stud.ies were ranked as 

either top, good or average farm managers. Top managers were 

involved in a number of different enterprise types, other than 

supply managed dairy/poultry enterprises, as reported in 'l'able 3. 

There were a number of good managers in all en terpri ~.e types, and 

average managers were involved in everything except speoia.lty 

crops. 

A top farm manager typically had farm income of at least 

$300,000 (average was $400,000) and was operating a diversified 

farm business using a number of management practices in an 

effective manner. 1 Type of farm operation, geographic location 

and land base characteristics were considered in each evaluation, 

as differences in these aspects could affect the level of 

financial success. 

Good managers had farm incomes averaging $105,000 and were 

further differentiated from top managers by less effective 

management practices. Average managers typically earned $35,000 

net farm income and used a limited number of management practices 

in a limiting manner; e.g. 1 an average manager may have kept 

financial records, but used them only for tax purposes. 

Education 

More education has often been associated with a higher level 

of management ability. The managers interviettled were generally 



well educated, as reported in Table 4, with near half of all 

managers having a university degree. More Top managers had 

university degrees than did average managers, but by no means was 

education level a sole indicator of management ability. Three 

(12%) of the top managers had only a grade school education, and 

36% and 40% of the average and good managers had university 

degrees, respectively. 

Production and Technology 

Given the wide range of enterprises, it was difficult to 

objectively measure the productivity and level of technology use 

on each farm. Hence, each manager was asked to compa1.·e their 

yields to those in their region and industry, and to subjectively 

assess their technology. Not surprisingly, 92% of the top, 78% 

of the good managers and 67% of the average managers reported 

their yields to be above average to high, as reported in Table 5. 

Top managers' production technology utilized a combination 

of proven and state-of-the-art technology, with 38% considering 

their operation to be state-of-the-art. Top managers often 

operated very large operations and use.d specialized, expensive 

equipment, which meant high capital investments, but also low per 

unit productic:1 costs. Hence, they captured economies of size 

and scope. Top managers were usually .early adopters of new 

technology but not necessarily innovatorsj i.e., an early 

adopter is quick to see the benefits of a new technology, but 

only after the innovator has developed it. 

Several top managers emphasized that they used "appropriate" 



technology. If state-of-the-art technology was expected to lower 

costs 1 then they would use it. However, two top managers also 

admitted to having "low tech" operation, which regardl.ess of the 

technology level were financially successful. 

Good and average managers appeared to be strong in 

production technology, but not necessarily on the leading edge. 

There was less state-of-the-art technology and more good/proven 

technology on the good and average ma.naged farms. It may be 

noteworthy that technology alone did not determine whethe.r a 

manager was top, good, or average. Adopting "high tech systems" 

for the sake of being 11 high tech" is less an indicator of a top 

manager than is using technology appropriate to the enterprise, 

location, and resources. 

Decision Analysis 

More top managers d~d formal or informal feasibility studies 

of new enterprises/projects than did the good and average 

managers, as reported in Table 6. Top m,nagers also had 

different decision criteria. They tended to look at the expected 

profitability of a new enterprise/project, how risky it was, and 

would it add to the farm's overall efficiency. Cost was not a 

great concern. Good and avera.ge managers tended to look less at 

expected profits and more at the costs o.f the enterprise. When 

asked "What is a 'too high' interest rate?", top managers said 

that it depended on the expected return of the project they were 

financing. Most good and average managers stated an interest 

rate ranging between 15-25%. 



Debt Management 

With few exception, top managers did not state an upper 

limit to their "acceptable level of debt". "Acceptable debt" 

depended Ufon the expected returns and fir1ancial risks of a 

project. Top managers also appeared to be more comfortable 

managing debt. Sixty-five percent of the top managers reported 

medium to high debt levels, compared to 47% and 63% of the good 

and average managers, respectively, as reported in Table 7. 

However, only 15% of the top managers reported financial problems 

associated with their debt, compa.red to 39% and 36% of the good 

and average managers. This difference in attitude is even more 

pronounced when considering the very large absolute debt top 

managers have compared to the others. 

Human Resource Management 

Top managers manage people. Forty-two percent the top 

managers reported more than 1 5 full-time employees ( •rable 8), 

with some operations employing up to 120 people at peak activity 

time. Only 16% of the good managers had seven or more full-time 

employees, not counting family help and seasonal workers hired in 

peak activity times, but these good managers had human resource 

management (HRM) practices similar to those used by top managers. 

Both groups reported using recommended HRM practices such as 

formal interviews, job descriptions and titles, periodic 

performance reviews, and regular staff mee .. tings. Compensation on 

these farms was often competitive with non-fa:r:-m compensation, and 



extended benefits (dental, glasses, prescriptions, etc.) w.ere 

common. Several top and good managers had some type of bonus 

system, ranging from simple profit sharing to rather elaborate 

incentive programs to motivate their workers. 

Average managers and more than half the good managers had 

less than two full-time employees. Few formal HRrvt practi.ces were 

reported. Whether these fp · were small in size, and hence did 

not require much hired labo~- , or the managers lacked HRM skills, 

and hence limited the size of the operation, could not he 

determined. 

It may be noteworthy that very few managers gave evidence of 

Theory X management style (i.e. , employees need external 

motivation in order to perform well), as opposed to the Theory Y 

management style (i.e., employees are intrinsically motivated to 

do well) . This resu.l t is consistent with previou~ research 

(Howard et al. 1991). If farm managers receive "psych;ic income" 

from farming, it is likely that they p.erceive their employees to 

have similar motivations.3 Hence, farm managers, who are 

generally intrinsically motivated, may tend to view their 

employees as intrinsically motivated also. 

Production and Financial Records 

Almas t all managers kept production and financial records, 

but the type and how they were used differentiated the top, .good; 

and average managers. (Table 9} • Top .man&ge;r:s were more lik~lY 

to keep accrual accounts, while average mana9ers tended to k~¢P 

cash accounts . Top manage.rs stressed that their recorps l"lelp~d 



them make infor~ed marketing and ente:rprise decisions; e •9 ~, 

knowing costs of specific operat.ions in an enteJ;prise made 

decisions about new t.echno~ogies or enberprises nt\lch easier. Good 

managers tended to stress using records to monitor and rec:luce 

costs. Average managers stressed the need fo:r: financial records 

for tax purposes, which in part explaJ.ns there proclivity for 

cash accounts. 

External Information 

Several 

sources and 

questions were asked about 

how valuable and imJ?ortant 

external information 

those sources were. 

Responses again differentiated the top managers. Almost all the 

managers had accountants and highly valued their advice, but as 

one moved from top to good to average, the use and value of 

information from agricultural representatives and veterinarians 

increased. Top managers also cited agricultural representatives 

and veterinarians as valuable sources of informa.tion, but they 

also had very wide and divergent networks of personal contacts 

not often stressed by the other managers. 

The extensive use of personal contacts and networks and the 

value of information these contacts provide to top managers can 

not be over emphasized. One top manager who had cattle 

operations spent up to three hours a day on the telephone 

gathering information about the cattle and bee.f mai.:'ke.ts. o.t.her 

top managers stressed tba t they sat:hered information from a 

multitude of sources, from truck drivers to university 

researchers. 'l'op managers were usually involved in some type of 



farm organi~ation, often in a lea,qe::t:"$b:i.p role, as a mea.n·$ to 

learn more about what was happ.ening in their industry. The 

informal informat.ion exchanges ·were. reported a:s of't:en the most 

valuable aspects of an organi.za.tion or fo:.t:'mal meeting. 

Government Programs 

All managers had participated in some type of government 

program and t.hou.ght that they had benefited from the p:rog.rams. 

Top producers were more likely to have participated in an income 

assistance program, and average managers more. likely to have been 

in a tra.ining program. .Basically, all managers took advantage of 

government programs when available. 

Marketing Mechanisms 

To.p managers used a wide range of mq.rket mechanisms and 

involved a high degree of different.iation and value added to the 

raw farm product, as reported in Table 10. Combining contracting 

and differentiated p;roducts gave top managers premium prices. An 

example is commodity corn versus seed corn or contract co.rn for a 

breakfast cereal: differentiated corn provided a pr~m.i'tlm for 

basically the same amount of effort and investment. ';Pop managers 

used marketing boards the least of the three groups, 

Average managers mostly limited their marketing to cash 

sc;iles, sales after storage or fee.d..~ng to +.ivestoak, and mc;tt"ketipg 

boards • They stated the importg:nqe of ma·:z;keting, but seemet:l ·to 

think that markets were 'beyond their control .er the 



responsibility of bhe:ir .marketing hoa.J:ct~ 

Marketing ae :inputs als.o q;i.;t::f;erent.i,c::rte4 the top IDc;:!Pa.g.er:s..~ 

Top managers tended to negoti.at.e on everythd,ng·; bobl't nra.jo:t; c;pd, 

minor purchases. Given the si~e of 'their ope:rat$ons.., minot 

purchases could easily add up into s:lzaole ameunbs, Wop 

mana.gers' interpersonal skills appeare.d to be quite strons·; which 

facilitated marketing and negotia·ting. Good managers negot:t.atea 

on a few key inputs (e.g. 1 tractors, fertilizer). Averag.e 

managers depended to a large degree on industry marKet jfoJ;ce.s 1 

e.g., competitive prices and services, to keep their input costs 

down. A few averq.ge managers would neg.otiate on pJ:ioe nor 

important inputs such as feed, fertilizer and ma.oh:i.nery, but most 

did not. 

Planning Horizon and Business StrategY 

Planning hori2'.ons were mostly three to five year§ for .all 

three groups. Major expansi.ons q.nd/or enterp+i~se qb~nges 

depended on if and when children entered the business, wh:i,.ol1. was 

the child's o-v1n decision, and exogenous ohanges .in tlle mcn;k;et and 

technology. Time, whether for planning or starting a new 

enterprise, was a limiting factor. 

The managers were asked if theY agr.eed or di.sagreeq· 'W~th 

eight statements rel,ated to business goals and st:papef]y! 'l'h~:rj,r 

responses were on a four-point I.tike:x:t. soq.,le. Fi:ve o;e t:ho$e 

statements yielded clear differences l?ebween the top, ~og~l1 ~nC! 

average managers 1 as repo;rteo :i,.n 'l'abl.e 11. 



more in agreement tha.t: "Proeit max;i;:m.:L~at;1.on ;ts roy top J?t:iorit¥r', 

and that the.y were '1Pleased, with (the:.t:rl :fai::m' $ pe+.fo:rm9noeu, ancl 

less in a.g:x;eement that life ~l-;yle is mqz.;e imporbant than pratfj;j;s, 

that the ,farm stay :i,..p the .f.amily, anc1 that "Agricultu:r;e is the 

basic occupation f~rom which all other economic pursuits oe.pend 
H 
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ANALYSIS QF Tll~ CASE STUDIES 

Analysis of these case studies yield.ed several heuristics 

that differentiate the top, good, a.nd average managera. These 

heuristics are presented as "best p:raot:lcesu that are as.sociated 

with increased likelihood of financj.al success .. Additionally, 

three special categories emerged that provide insi.ghts about the 

Canadian agriculture sector. 

B.est Practices of Top .Managers 

* Top managers keep and use financial and production .records 

extensively to evaluate pro.fitabil . .ity o£ farm enterpri.se~L These 

records 1 coupled with strong analyti.cal abil:tties, help the .top 

managers to quickly evaluate enterp:rises and adopt new 

technologies when t.heir reco.rds indicate that it woQld be 

economicaliy beneficial to do so. 

* Market respons.i veness is a key element of top mana~n=rs' 

ability to genera.t.e high farm incomes. They of te.n Ciemonstrate 

the ability to recognize opportunities with good ·pqtent,tq:l -J:o:r: 

profit. Shifting production towaros more proi:ite\o.le ent;e*J?J;ises 

and away from less profitable ones may be a pro:x:y .fen: mal'lager.ial. 

ability. 



* Top managers have a well developed set of mark~t:lng $k;LJ.J.s ~n4 

use a number of di'ffe,re.nt marketing mechanisms. 'Xhese ma;rkeb,ing 

skills are instrumental in adding va.lue to far:m prodl)ce and 

generating price premiums. 

* Tap managers attempt to diversify their qp.e.rat:Lons. such that 

income fluctua.tions are smoothed out. Diversification may be 

through adding additional enterprises to l'e operation which may 

complement existing ones or fit into work schedules~ 

* Top managers have extensive personal networks, which they 

actively maintain and nurture. These networks provide timely and 

useful information on a multitude of subjects and issues. 

* Negotiation and interpersonal skills are abilities top 

managers rely upon in dai.ly business dealings. These skills 

ensure low costs are attained and favourable arrangements are 

agreed upon. 

* Top managers can effectively manage their human i: es, -l~roes. 

They may not have intrinsic "people skills", but they 1H' "e made 

the effort to establish human resource management p.ract~"-·es ~hat 

enhance their employees' productivity. 

Special Categories 

In addition to top, go.od, and average managers, three 

further categories emerged from furthe:r analysis of the cases. 

These additional categories with common charact:eristics are 

"mega-managers 11
, producers o.f sQpt>lY managed commoeiities, and 

Prairie grain producers. 

The ''Mega-.Manager" 



Eight highly successful top t;nanager$ were desi$Jnated g,s 

"Mega-managers". These mega-managE;!rs had 9-ssets rangi.ng firom $4 

million to $25 million, and typically earned in excess of 

$400,000 per year in net farm income~ Their opera.tioPs we~e 

lQ.l."'ge in terms of resources, people and money, and they often 

added value and/or receive premit,ims for their p't:'oduot.s, They 

were also diversified, usually in complementary enterprises which 

made use of slack time and resources. 

In part, the success of these mega-managers is attributable 

to innate ~lL\racteristics: a combination of entrepJ:enet.lrial 

spirit and a ae:::,ire to succeed. Howeve:t:', they also excelled in 

the identifiable {and teachable) best practices listed above. It 

is likely that these mega-managers would have been very 

successful in any type of business or career and the fact that 

they chose agriculture, a sector in which incomes and returns 

traditionally have been low, is a further indicator of thei.r 

skills and abilities. However, it is too easy to say that the 

mega..-managers have skills 

others will ever achieve. 

and abilities of a level that few 

Rather 1 t.he fact that the mega.,. 

managers use the standard, recommended business management 

practices (e.g., keep and use records, use forward planning, look 

for marketing opportunities, etc. ) further reinforces the 

validity of these practices. 

Supply Managed Commodity Managers 

'Thirteen managers produced supply managed commooit,i.e$. Two 

were top managers, nine were good manag.er~ and two we:r:e g.ver.c;:tge ~ 



Nine were in dai:r.y and fOul.~ had broiler OJ?erat;:ions. Given th~ 

unique nature of supply mq..naged commodities, ass.essments weJ:"e 

done on the strengths and weaknesses common to th!ls g~oup. 

Their strengths included average to good yi.elds 1 using both 

good and st.ate-of-the-art technology. Some of 'these p:rodUcE!rs 

were early adopters of the latest technology, and regularly 

visited the U.S. and Europe to evaluate new and dif1:erent 

production methods. They tended to have extensive inte.rnal 

information sources, such as Dairy Herd Improvement records and 

detailed financial records. The farms with hired employees had 

human resource management practices that are gene.r.ally associat.ed 

with enhanced productivity and profitability. 

The primary weakness of these producers was that they 

usually demonstrated limited marketing abilities 1 as t.}1ey haO. 

little opportunity to market produce themselves due to the nature 

of the industry. It is conceivable that their marketing 

abilities have diminished through l.a.ck of use. In effect, t. ·.e 

marketing skills of many of these managers may have atrophied. due 

to marke.ting boards providing the marketing function for the 

farmer. 

Prairie Grain Producers 

Seven prairie grain produce.~s partioi.pated in this sb..JdY, 

with one identified as a top manager, five as good managers, and 

one as an average manager. These farm managers posses~eq a:;:; set 

bases of $1, 000,000 to $1,500,000 and generally earned $40, O.QO to 

$50,000 in net farm income. This finding was quite consistent 



among prairie grain producer~, w.i th incomes above this l~vel 

uncommon. Assessment$ were completed in the same manner .C3.S for 

the other special category groups. 

The strengths of the prairie grain producers ino;I.uded good 

internal information systems, with computers being used by 73% of 

t.he respondents, the highest of any grouping. Their prod.uct.ion 

tended to be quite good, with all reporting above average yields, 

Either good or state of the art technology was employed. 

The weaknesses of this group are similar to the weakness of 

the supply managed producers. Mast of these producers sold \'rhea t 

and small grains through the Canadian Wheat Board, thus relieving 

themselves of this particular function. Again, the idea of 

marketing atrophy is considered to affect these producers. 

Generally, their marketing skills were poor, with :few marketing 

mechanisms used. Although internal information sources were 

good, external information sources were not effectively used to 

bring up-to-date information to the manager, thus limiting 

decision making. 
,1!;~ 

It is quite possible for a prairie grain producer to be 

efficiently using all the recommended business practices and yet 

be unable to generate sufficient returns to cover returns to both 

labour and capital because of depressed commodity price.s. The 

long-run challenge for these producers is to develop ~::>ther 

enterprises and alternatives, including leaving low .... x eturn 

enterprises. Hen~e, it is possible that the top managers ~mong 

the prairie grain producers will either diversify their 

operations away from straight grain production by somehow adding 



value to their grains, or leave g·rain production altogether. 

CONCLUDING COMMENTS 

This paper has presented interpretive phenomenology (IP) as 

a qualitative method of farm management research. This method is 

subjective in two ways: i) the philosophical base of 

phenomenology is that an object or phenomena does not exist 

independently of an individual's interpretation of that object or 

phenomena, hence, an individual's perception is critical; and ii} 

analysis is inductive. An IP study uses descriptive data, and 

generalizations, heuristics, and insights emerge from an emersion 

or "grounding" in the data. 

This study identified several widely recommended and 

accepted business practices associated with top managers and 

financial success. A criticism of case research is that the 

results are often "motherhoods"; they are not new and are 

generally known to be beneficial. The motherhood criticism may 

be valid for this study. However, given that not all farm 

managers use the "best practicestt found to be common among top 

managers indicates the continuing importance of identifying and 

recommending these best practices. 

and insights also emerged which 

Moreover, several heuristics 

have not been explicitly 

discussed in previous farm management research. 

First, netHorking is a **best practice" associated with 

financial success. Actively seeking out and mainta.i.ning 

information networks was a common characteristics of the top 

managers. Networking helps top managers in finding new 



enterprises and methods. 

Second, top managers negotiate on most input purchases. 

Negotiating is both an attitude and a skill that can be learned. 

Programs to teach negotiating would benefit many farmers not 

currently aware of what they could gain through negotiation. 

Third, small and medium sized operations will only be able 

to grow and take advantage of economies of size through effective 

and efficient human resource management. Training programs in 

how to plan, select, direct and monitor human resources will 

enable farms who do not have those skill to make the transition 

from managing themselves and their resources to managing both 

human and capital resources. 

Fourth, the importance of ma.rketing skills to long-term farm 

financial success can not be over emphasized. Lack of marketing 

skills is a limiting factor for farmers who want to add value to 

existing enterprises, receive premiums by producing for niche 

markets, or try new enterprises. This lack of marketing skills 

is particularly apparent among supply-managed-commodity producers 

and Prairie grains farmers. Producers of supply-managed 

commodities and Prairie grain farmers who wish to be mo.re active 

in the marketing of their products and/or wish to be active 

members of their marketing boards could benefit from learning 

more about marketing mechanisms and what being market responsive 

means. 



FOOTNOTES 

1 • One top manager had a $.200, 000 loss due to weather. The 

loss was an abberation and the manager is expected to survive the 

temporary downturn. 

2. Psychic income refers to the satisfaction an individual 

receives from a particular activity. The psychic income farmers 

receive .from farming is thought to partia.lly compensate for the 

low returns most farmers receive. 
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Table 1. Study Participants by Reg.j.on ?nd )!:ntenrpr±~e 'l'ype 

Enterprise Type 

Cash crop 
Cash crop T' Livestock 
.Livestock (Beef/Hog.s) 
oai ry /.PouJ. try 
Dairy/Mi:xed 
Fruit/Veg. 
Speci.alty 

B.C. Prairie 

7 
5 
3 

1 

2 
3 

Region 
Ontario 

2 
3 
7 
7 

~ 
3 

4 

2 
5 
4 

Total 6 15 24 15 

Table 2. Personal and Financial Characteristics. 

Range 
Characteri.stic ,bverage High 

Age 46 67 
(7.3) 8 

Years Farming 16 43 
( 9. 3) 

Asset Value $2,387,000 25,000,000 
(4,811,000) 

% Debt 25 67 
(18.8) 

Gross Farm Sales $1,4~8,000 $30,000,000 
(4,377,000} 

Farm Income $215,000 $3,000,000 
(515,000) 

a Standard deviations are in the parentheses. 

Table 3. Top, Good, and Average Managers .by Enteq:>rise Type. 

Enterprise Type 
~d, vestoc::)c/ Crop 
paj,,Py/Poult,,ry 
Pa±ry/Hi"~d 
Horticulture 
p.rairie Grains 
Speciality 

Total 

Management Typ¢ 
Top Good Average Total 

10 9 ~ 25 
2 8 3 13 
1 3 0 4 
4 1 1 6 
~ 5 1 9 
6 2 o a 

26 28 11 6.5 

Low 
30 

4 

2 
1 

5 

$180,000 

0 

$90,000 

$-.2.00 i 000 



Tabla 4. 

.Edttcation Level ToP Good Avqrag~ .1\11 

GJ;ade Sohool 14% 14\ $% 1a~ 
High School ~3 18 27 '22 
colle~re* 1~ ,2$ 27 24 
University 46 40 36 >42 

Inolt,des all post ... secondary schools othe!~ thCin un:ive.~s:i.ty. 

Table 5. Yields and Technology by Management Level 

Characteristics To a Good Ave. All 
Farmers Reporting Above 

Average Yields 92% 78% 67% 81% 

Technology Used on Farm; 
State-of-the.,.Art 3a% 22% 18% 28% 
I?roven/state .. of .. Art 35 26 28 30 
Good/Proven 19 52 54. 39 
Low Tech 8 0 0 3 

Ta1Jle 6. Use of Feasibility Studies and Expansion Criteria 

Use.Feasibilit2 StUd)! TO.Q Good Ave .• All 

¥:es,. formal 73% 57% 46% 62% 
~es 1 done mentally 15 11 0 28 
No 12 33 54 11 

Exaansi.on Criteria! 

~isk 65~ 50% 3$% 54% 
Profit 73 57 18 5'7 
Pa¥back 27 25 27 ~6 
Costs 15 25 36 23 
:Efficiencies 23 14 18 18 

sums to more than 1 oo; several managers .I;'eporEed .mQr~ f:hgi'l one c~.~t:eri", 



r •. evel of Debt 
None 
Lo.w 
Medium 
High 

.. Acceptable level of.debt:H 

Experienced financial 
problems 

TOQ 
rf.% 
43 
42 
23 

na 

15% 

Good, 
2~~ 
~/9 
7.9 
18 

SO% 

3.9% 

Ave. .1\11 
1~% '19% 
t8' ~$ 
36 35 
27 22 
2.5% na 

36% 29% 

Table 8. Nnmber of E,mployees an<;l Uuman Resource Mana~~ment ~~ 

'l'op GoOd Ave. All 
% of :Farms with: 

Less than 2 employees 35% 54.% 1 00·% S4% 
2 to 7 19 29 0 2.0 
7 to 15 4 a 0 5 
15 + 42 B 0 20 

% .Reporting Management style 

Type "Y" 96% 87% 100% 93% 
Type "Xu 4 13 0 7 

Table 9. Financai.l and Production .Records 

TyJ?e ··of Record 
C~sh ACCOt}ntS 
Accrual Accounts 
c~sh and Accrual 
Production Recol;'ds 

Top 
15% 
46 
38 
88 

Go6d 
15% 
29 
57 
93 

Ave. 
55% 

9 
36 
82 

All 
22% 
3~ 
4.6 
89 

~able 10. Petcentage Top, Good~ and l\Yerc,ige MMagerp Using DifJ;e.rent ~Cl..rkef;in 
Mechanism$ 

Marketing Mechanism Top 

Ciash Sales 54% 
cash S;iles .after storing 65 
FoJ;waro Gash Contracting 27 
Heqg~ng Strategy 31 
cont.rgQt ~w~th l.'rooes?o+ so 
~i;n;}tet~1l9 l3pC3;~d 27 
~e~c:l tp ):.±ve$toc)t 31 
Process and Sell 38 
seii ··bl.~~ct fc) ··con$umer 62. 

Good Ave. All 

48% 64% 5..3% 
4.5 36 52 
26 0 22 
30 0 25. 
37 0 j6 
52 61 43 
33 27 31 

4 9 19 
23 $ 36 




