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IMPROVING MANAGERIAL CAPABILITIES at 
LIMITED RESOURCE FARMERS 

* I:.J. /!-:cKenzie 
L-

As fanning technology in North America rontinues to advance and 

relative prices of fann products and fann inputs change, there is 

rontinued downward pressure on the real incxm~s of producers who do 

not. ffi::lke appropriate adj ustnents. As in the past, such producers 

frequently have relatively limited resources, even though the resource 

base and scale of fann operation of those currently in difficulty is 

typically larger than it was a decade ago. In Canada, approxi.rre.tely 

one-third of the country's 300,000 fanners had net taxable inrorres of 

less than accepted poverty levels in 1974 (Darrovich, et al.). Of 

these, atout 62,000 relied pr.inBrily on fanning for their livelihood. 

'I'he m3.jority (85%) of this group had fann product sales of less than 

$25,000. 

Such producers typically face four options - give up fanning and 

take up non-fann errployrrent, develop their fanning business into a 

larger and nore prosperous enterprise, combine farming with off-farm 

'WOrk or sane non-farm business activity, or rontinue to ope.rate their 

fann much as they have done in the i.rmediate past. Because of the 

technical skills required, and the relatively high unerrployrrent rates 

in sorre non-far:m sectors (particularly in regions where IT\3.nY of these 

farms are located), the first of these options is often not as viable 

as it once was, even though the numbers of fanrers who potentially 
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might take advantage of it is currently fewer. Furthenrore, this 

option is usually inconsistent with such general social goals as 

ffi3.intaining a reasonably balanced population distribution and acceler­

ating economic developrent of disadvantaged regions. The fourth option 

is particularly unsatisfying from both an individual and social point 

of view. However, it should be noted that much of the agricultural 

adjustrrent which has taken place in Canada over the last tw:.) decades 

has probably been achieved via this rrechanism (i.e., by ffi3.jor changes 

in the organization of individual farms upon t,he retirerrent of operators 

woo have adjusted little, especially during the latter part of their 

career). 

If a limited-resource farrrer is going to be an effective contri­

butor to economic develorrrent, he must vi9orously pursue either the 

second or the third of the ab:Jve-n-cntionod O!Jtions. In Canada, a 

variety of rrechanisms have been enployed to assist li..-nited resource 

farmers in this regard. Sorre such programs have concentrated on 

technology transfer, others on capital expansion, still others on 

training in financial planning and economic decision-naking. In the 

area of capital expansion, special credit and capital grant programs 

have been used. In the area of technology transfer, cx:.mrodity-specific 

advisory programs and one-to-one counselling have been connon. In the 

financial planning area, credit advisory and farm accounting services 

have been widely used. In sone cases, a combination of two or rrore of 

these elem:mts have been enployed in the sane program. Because of the 
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limited enthusiasm for part-time farming arrongst Canadian policy makers, 

relatively few, if any, efforts have been made to assist low-incorrc 

full-tine fanrers becone higher-inoo1re part-time farmers. 

While the net effect of all these programs has probably been 

beneficial, the programs themselves have generally exhibited certain 

deficiencies. Soire of them have been very ~gh cost in tern1S of the 

time and effort required for individual prcx:iucers. Others, especially 

capital grant programs, while givinq the appearance of generating signifi­

cant changes and (not surprisingly) being very0 popular arrong program 

participants, appear to have produced little in terms of achieving a 

viable, self-sustaining fanning sector. 

While advisory programs have generally been effective in increasing 

fann incomes in the short-run, sare have lead to situations where clients 

depended-on advisors too heavily. In these cases, a withdrawal of advisory 

assistance was frequently followed by poor decisions which reduced or 

eliminated initial incoire gains. It is also significant to note that, even 

though rre.ny resources have been devoted to this problem area in the past 

two decades, we still have a limited-resource faun problem and, this is 

usually rrost noticeable in regions where the greatest effort has been ITB.de. 

Additionally, it is possible to identify a number of individual cases where 

special.financial assistance appears to have actually rrade the program 

participant v.orse off. 
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This paper argues that the objective of such programs smuld not 

sirJl)ly be to increase the incorres of program participants. It should 

be to develop their rranagerial capabilities to a level where they 

than.selves will ensure that their businesses will continue to grow and 

develop. Thus, largely on the initiative of the irrlividuals involved, 

these enterprises will continue to adjust so as to ensure that any short 

run incorre gains are not eroded in the future, and that these are, in 

fact, expanded and increased over tirre. It is suggested that, by 

focussing on such an ohjective, we shall truly be directing our efforts 

at making limited resource fanrers l:oth effective contributors to, and 

satisfied participants in, economic developrrent. 

If we are to pursue such an objective, we need to clearly identify 

what we 1112.::u1 hy irrprovcrncnts in the rrru1r1qerial skills of fann operators, 

and to establish how the achieverrent of such inproverrents would differ 

from what we t.rc1c1itionally regard as farm managanent work. This is oot 

to inply that traditional farm nanagement programs have not brought about 

irJl)roverrents in fann nanagerrent capabilities. They undoubtedly have. 

However, a review of their nature and apparent .inpact lerds one to advance 

at least one significant hypothesis regarding the effectiveness of this 

app1.uach. 

In the past, much fann management ¼OrK in canada has gra.-m out of 

advisory programs of a largely technical nature. Additionally, in the 

last ten to twenty years there has been an increasing anphasis on 

financial planning, and the application of conventional economic 
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decision-making rules and procedures. A rnajor errphasis has been placed 

on fann accow1ting and a national, corrputcrizc...-<l farm accounting system 

(CANFARM) has been established. All of these efforts have been received 

with interest and enthusiasm by selected groups of Canadian farners. 

lbwever, rrany other farmers have expressed little interest in such 

programs. In sarc cases this appears to have been because these farncrs 

did not need such assistance; and in others it seems to have been because 

they could not see the relevance of such programs to their particular 

situation. As already noted, special attarpts have been rrade (with 

varying degrees of success) to involve limited resource farriers in sorre 

such programs. Meanwhile, rrany aggressive, camercial farm operators 

have often made substantial progress in developing their businesses with 

limited exposure to fonn nunc.J.gement extension programs. And, this progress 

was sorreti.Ires (or frequently?) achieved with little fonnal training in 

sorre of the IT\d ler ials being studied by their colleagues who v:ere partici­

pating in such programs. 

This leads .us to put forward the idea that good managers have a 

conceptually different orientation to managerrent than poor ones, and that 

this orientation is of a nore basic nature than the standard technical, 

financial, and economic natters that are customarily dealt with in applied 

farm managerrent extension programs. Such .;_ rranagerial orientation logically 

leads good managers to seek out the technical and economic kno.-., ledge they 

require, to carry out the relevant sorts of analyses for different problems 

facing them, and to develop and apply effective managerial tools to assist 



them in so doing. It is also hypothesized that farmers who readily 

participate in fann ffi3.naganent extension programs have sufficient 

basic ffi3.nagerial orientation to identify their need for further knCMledge 

and skill .inprovanent. Successful oonagers who do not becane involved 

in such proqrmns have probably already acquired equivalent (or superior) 

knowledge and skills on their own. Poor ma.rk1.gers who are not attracted 

to such programs have insufficient basic managerial orientation to 

appreciate their usefulness and· to select the ones with the rrost relevance 

for their particular situation. Many, but by no means all, limited 

resource fanrers appear to be in this latter category. 

The advancenent of such an arguenent logically leads one to search 

for a conceptual frarncv.Drk which enables one to describe, in s.inple, 

teachable terms, the essence of successful rnanagerrent. There are h-.D 

approaches which, when combined, appear to have com,ic1crable potential 

for providing such a frarrework. These are the rational approach to 

managerrent (such as that developed by Kepner and Tregoe), and the 

creative approach (such as that describe.:1 by Prince). While lx>th of 

these approaches have been developed largely for non-farm businesses, 

and usually applied to large organizations, they appear to have sufficient 

flexibility to permit adaptation to the ~agement of fanning enterprises. 

Furtherrrore, if used carefully, they will only conplerrent, not replace, 

existing approaches to farm rnanagerent work. 
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The rational approach described by Kepner and Tregoc suggests that 

the manager must deal with three distinctly different types of managerial 

situations: 

- problem identification (what went wrong?) 

- choosing an option (taking a decision) 

- problan anticipation (wh.:it might go wrong?) 

This framei.-.Drk reflects the tenlX)ral character of the nunagencnt function. 

Managers must make decisions while looking both back and forward in ti.mz. 

The expected results on which decisions are ~sed becorre the performance 

criteria against which projects, activities, or enterprises must be judged 

as they proceed. The rronitoring of enterprises or projects, and the making 

of acljust::rr"ents when things go wrong, is equally irrportant as the taking of 

najor decisions and the planning for oow to implement these decisions. The 

problem anticipation function is rmlly a.mechanism for developing a 

successful .i.niplcm:mtation plan. 

It v.Duld appear that a manager with a sound grounding in this approach 

who was asked to manage a farm, but YJ1ew oothing ulxlut farming, v.Duld very 

likely soon end up doing rrost of the things that we already know good fann 

ffi3.nagers do (McKenzie, 1977). He v.Duld get detailed information on the 

alternative enterprises possible, make a logical ccrrparison of t..han, ch:>ose 

a plan of action, utilize performance criteria such as incane, crop yields, 

livestock grCMth rates, etc. to rronitor his plans an:l ensure that they were 

proceeding as required. General plans and performance criteria ~uld be 

used to devise detailed., specific performance ireasures (e.g., is seeding 
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proceeding on schedule?) to guide day-to-day and week-to-week activities. 

The technical knowledge required to do this would l::c obtained by the 

wanager through following a logical process of determining "what might 

go wrong" and assessing what he could do to prevent this, or minimize 

the im[)act of disasters he cann::>t oontrol. 

The problem analysis function is facilit..1.tcd by defining n problem 

as an undesirable deviation l:etween what should happen and what actually 

does happen. This permits generalizing the analysis function to apply 

at any level in the farm business. Day to day problems include such 

things as tractor breakdown and sick animals. .t-bre general problems 

include low crop yields and, of oourse, law net returns. The Kepner­

'.l'rcgoe version of the rational approach errphasizes the logical determin­

ation of problem causes W1der the assurrption that the rranager will often 

be able to el.iminate these or reduce U1ci r irrp.:1ct on desired results. 

For many farming problems, (e.g., low prices arrl la.v yields due to poor 

weather), farrrers can do nothing about eliminating causes. Thus, greater 

arphasis on adaptive action and strategies for dealing with risk are 

required. Nevertheless, the logical determination of problem cause still 

is relevant for, without knowledge of this, appropriate solutions are 

. frequently not discovered. 

llbst rational approaches to the basic decision-making function 

contain similar concepts to the basic micro production economics we are 

all familiar with. Sane lead one to consider non-rronctary consequences 

much earlier in the process. Kepner and Tregoe errphasize the segregation 
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of values into two basic categories - "musts" and "wants". The latter 

increases decision-rro.king efficiency by forcing one to discard irrele­

vant alternatives quickly. B:lsic micro prcduction theory can have the 

opposite effect if not applied carefully. 

Potential problem analysis involves the detailed examination of 

selected courses of action to detennine what might prevent their success­

ful execution. As a result, the manager may either return to re-examine 

his original decision or develop a detailed implerentation plan for t11e 

proposed course of action. Such a plan will jnclude a variety of preventive 

rreasures as well as different types of insurance or contingency plans for 

problems whose cause may be beyond the control of the manager. For exanple, 

if harvesting is a critical point in the fann operation (as it often is), 

the successful 1nanager will likely have several back-up plans prepared in 

advance for such problems as major rn.:ichincry breakdavm or loss of hired 

help. 

The concept of a problem can be inverted to provide a useful definition 

of an opportunity. An alert rranager with established measures of performance 

for his business will continually be looking for ways to in-prove these 

irrlicators. He rronitors new technical information sources looking for ways 

to inprove crop yields, reduce costs, increase lalxmr prcductivity, inprove 

machinery effectiveness, and so on. When he identifies a potential oppor­

tunity, he swings into a decision-making node and assesses the new idea 

against· wmt he is already doing. It is a SllTl[>le and easy step once the 

concepts of problan identification and decision-making have been mastered 
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and a corrprehensive set of performance indicators for the business have 

been cs t.:iblishcd. 

The cortu:>ination of creativity with a rational manaqement process 

such as U-i.:i.t developed by Kepner und Tro:Joc rrovidcs one wiU1 a po.-1crful 

conceptual frarne<,.,./Ork for developing managerial traininJ programs. 

Creativity may be viewed by some people as an inherited talent r.:ithcr th.:111 

one which can be developed. It may also be considerErl as an essential 

characteristic of the artist or the advertising specialist, but not really 

necessary for a successful fann manager. Nevertheless, it must be 

ackn)wledged that there are really only u-.o ways to identify opportunities 

for .inproved business performance - copy sarethin:J saneone else has done, 

or cane up with a new idea yourself. As individual situations differ, 

the first possihili ty frc..--quently breaks down. It is often rot a case of 

doin:J exactly what saueone else has done but one of adapting it to one's 

own situation. Additionally, the unique features of sunc smaller farms 

dictate that, without creative ideas, there is little hope for much incorre 

improvement. 

The process of creative thinkin:J can be broken into t\\O elerrents -

one pertaining to the establishment of goals, and another focussed on 

identifying how to achieve these. The goals are, of course, closely 

related to the performance indicators established by the rational manager. 

They may, rowever, include ooth new measures of performance and, in the 

case of existinJ indicators, levels of perfonnance not previously conceived 

of as possible. The ability to quickly conceive of such goals can be 
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readily cultivated. The process of quickly sorting such goals to 

establish priorities and identify goal hierarchies can also be 

developed. The mechanisms for discovering new ways of goal achievement 

are rrore ccrrplex, but there is evidence that these can be developed as 

well. 

In surrroa.ry, this paper has argued that: 

- increasing the managerial skills·ard capabilities of limited­

resource fanners is a potentially effective way of enabling 

them to contribute to, and participate in, economic developrent; 

- conventional farm managerrent extension programs, l::rj thanselves, 

are often not highly effective in achieving the required increase 

in nanagerial capabilities; 

- it 1,,uuld appr:,1r that, for many limited-resource farmers, a 

different basic manageric1l orientc1tion often needs to be 

developed prior to, or along with, conventiorul fann managercent 

training. 

- a combination of the rational and creative approaches to problem­

solving and decision-naking currently being used in industry 

appears to have the potential for providing a conceptual frame­

w:irk upon which to base programs directed at fully developing 

the basic rranagerial orientation of limited-resource farrrers. 
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