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DOES FARM MANAGEMENT INSTRUCTION PAY?
Joseph Cvancara

University of Minnesota

Adult farm management instruction by vocational agriculture instructors
bas received national attention in the United States. However, few investi-
gations have concentrated on the relationship between investment in the form
of management instruction and development derived from economic efficiency
at the farm level.

Agricultural and industrial research is moving forward at an ever
increasing pace. New techniques will continue to crowd their way into the
agricultural picture as more intensive regsearch bears fruit. Mechaniza-
tion will contimme to advance, and further increases in farm size may well
be expected. A1l of this will call for more capital per farm unit and more
"know-how” on the part of the farmer. It offers a real challemge to the
system of agricultural education. Science has not eliminated the need for
pPhysical strength and skills bdut it has created & pressing necessity for
more technical training and knowledge.

The major problem of farming is one of adjustment to chaenging condi-
tions, most of them econcmic., The need for management decisions arises out
of changes on the farm and environs, and the pecessity of adjusting farm . -
operations to these changes. Modern farmers mst adequately arm themselves
with knowledge to intelligently deal with these changes.

The assumption can be made that farmers are in the business to make a
profit. Thus, it is only natural that educational priorities be assigned
to factors influencing profits from farming. These can be provided most
effectively by providing farm management instruction in adult education.

In spite of the obvious necessity for basing adult farmer education on
factual farm records, little recognition of farm records has been given in
the past. The best available estimates indicate that only three to five
percent of the farm operators in the United States keep and use adequate
farm business annlysis data in planning their farming operations. Thus it
can be reasoned that adult farmer education based on individual farm records
is a wide open field and that efforts must be made to increase educational
opportunities in this area of adult education in vocational agriculture.

The author recently completed & research study which attempted to
measure and evaluate the contribution, if any, made by farm management
instruction and business analysis.

The primary purposes of the research study were to test the degree and
direction to which prodvction units in agriculture respond to educational
investment and to identify whether instruction in farm management influences
various farm measures and thereby affects farm income. In addition, the
cumulative or diminishing effects on increases in cash income vhich may be
caused by farm mansgement instruction was studied. This was possidle when
matched farm units were compared after one, two or three year's participa-
tion in a vocational agriculture farm business management program.

There were two separate sources of information needed to make this )
study. They were "output information” and "input information" which will
be discussed separately.
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The output data were collected from two groups of Minnesota farm units
representing 20 communities. Group A consisted of 70 farm units which par-
ticipated in the Minnesota Farm Management Program during the years 1960, 1961
and 1962. These farmers had their farm business records summarized at one
of the seven area farm management analysis centers in Minnesota each year
for the same three-year period.

The second group, Group B, consisted of 150 farmers in Minnesota en-
rolled in the Minnesota Farm Management Program during the 1962 year only.
They likewise had their records summarigzed at one of the analysis centers for
the 1962 year.

Group A farm units were then paired with Group B farm units based on the
1962 records of each farm. It was then necessary to personally interview
all individuals in Group B, and collect similar data on their farm businesses
for the years 1960 and 1961.

Farms were paired on the basis of size, measured in work units, and on
the combination of farm enterprises, both livestock and agronomic. Farms
were selected within areas wvhere soil, climate and topographical factors
were similar in nature. Thirty-three pairs were obtained from the total
data representing nearly one-half of the total three-year participants and
one-fifth of the one-year participants,

The input sources of data were collected from records at the State
Department of Education, St. Paul, Minnesota 55101. Various records and
réports kept on file were used to compile information identifying schools
vwhich were used in the study. The information which was needed included the
instructor's expenses, enrollment of members in farm management classes,
and the percent nf time devoted by the instructor to the teaching of farm
management courses. ’

The independent variebles selected for this study were those which
were expected to have, because of previous studies and personal exper-
ilence, high correlations with the dependent variable, cash income. The
independent variables were: farm management instruction, age of operator,
number of years of farm operation, formal education, work units, farm sales,
total acres and tillable acres. The dependent varieble refers to total
cash sales minus total cash operating expenses.

RESULTS

The farmers in Group A received farm management insiruction in 1960 and
1961. The differential dollar increase between 1960 and 1961 was $1,179.
Group B farmers received no instruction in 1960 and 1961 and their differ-
ential dollar increase for the same years was $403. An average output
difference in earnings of $776 per farm unit exists between the two groups.

The statistical analysis made on the data indicates that farm management
instruction was a significant factor in increasing farm profits for those
farmers enrolled. The obvious question then might be: "Do increases in
farm dollar output for those enrolled in farm management exceed the commun-
ity's input costs of farm management instruction?"” If so, "How much
more income can be predicted for those farmers enrolled in a program of
farm management over those farmers not enrolled under generally similar
conditions?"
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In order to show the microeconomic aspects at the farm level, input
costs per farm unit in the 20 cammunities were calculated. There was an aver-
age instructional input cost for Group A farmers of $115 and $102 for 1960 and
1961 for a combined total of $217. The combined input costs were then subtrac-
ted from the $776 average pgr farm dollar increase between 1960 and 1961 leav-
ing & net increase of $559. This $559 represents the increased dollar out-
put minus the input cost realized by Group A farmers over Group B farmers
receiving no instruction between 1960 and 1961.

If an adult farm management instructor had 50 farmers enrolled in an
active instructional program in farm management, this program could be
valued at 50 times $559 or $27,950. Therefore, a full time instructor in
in adult education in agriculture is a worthwhile investment in & community
when considering the financial as well as the social and civic contributions
made to the commnities and to the farm families.

Proceeding one step further, the Group A farmers averaged $838 increase
per farm unit over input costs of instruction between 1961 and 1962 or after
three years of farm management instruction.

The Group B farmers were enrolled in management classes in 1962. After
Just one year of instruction their dollar increase over the input costs of
instruction over the previous year was $1,548 per farm unit. This surpassed
the Group A additional increase for the 1962 year by $710. This seems to
indicate that Group B farm units had the potential of increasing farm incame.
It also shows that increased efficiency of improvements made in farm income
may be subject to the diminishing return effect.

The fact that income increased during this three-year period is inci-
dental, since incame may fluctuste upward or downward due to conditioms beyond
the control of the farm operator. It is important that there was a signifi-
cantly higher average dollar increase in income for those farm units where
farm operators participated in an instructional program of farm management.

mplicatiéns and.Recomendations

The conclusions on the predictive variables are based on the findings
made on the analyses of the samples used in this study. Tie paucity of re-
search in this area and its importance to agriculture should provoke similar
studies. There should be other research on similar groups using other pre-
dictive variables and criteria. It is also necessary to determine whether
the relationship between the independent variates and eriterion as found in
the original samples continues to hold for similar samples.

There should be follow-up studies to determine the conditions affecting
the principle of diminishing returns associated with an instructional input.
The fact that this study considered only the three-year period from 1960 to :
1962 limits its usefulness in determining the beneficlal effects of programs
of farm management instruction extending over longer periods of time. When
more farmers have kept continuous farm records for eight or ten years better
evaluations of the effects of long time instructional programs in farm
management can be made.

“¥Note: 1950 records for Group A were not used. Therefore previous
information prior to December 31, 1960 attributable to the first year of
instruction is unknown.
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At present a farm management program of inmstruction of at least three years'
duration would appear to be & practical way to organize adult education in agri
culture in a commnity. This would emable a full-time inmstructor to emroll a
- beginning class in farm management each year. For example, & community of 600
farm units may have 60 farm operators enrolled in three separate classes of 20
each, Even if a new class of 20 farmers is enrolled each year, it would take
over 25 years to provide farm management instruction to every farmer in the
community. During this period there would be a continuous replacement of farm-
ers because of retirement or transfer. At the end of the 25-year period it
would be conceivable that all prior farm operators enrolled would have been
replaced.

More intensive college training for those planning to teach adult farmers
in management is recommended to provide well qualified graduates who would
promote continmuity in community aduvlt farm management instruction.

Adult instruction in management for farmers should be made available to all
farm commnities. For example, if only 60 farm units received instruction
with an average increase in cash income of $500 per farm unit, the 60 farmers
would have increased their income by $30,000 because of this instruction.

What does $30,000 mean to a community? In cozmunities in which agricul-
ture i1s the economic base, good schools cannot be conducted without good
agricultural income.

In rural areas, smell town businesses are dependent on the farmer for much
of their income. If small towns are unable to support needed public and commun-
ity services which are competitive to those offered by larger municipalities
they lose much of their ability to attract agricultural trade.

Iower incomes and declining property values shrink the tax base necessary
to support public services. This tax income originates from the wealth gener-
ated within a commmity. Adult agricultural education is'a principal means
of maintaining and increasing income. :

It 1s an accepted fact that income thus generated 1s multiplied manyfold
during the course of cormunity business transactions resulting in a broadened
tax base. This increased tax capacity allows rural communities to expand public
and commmnity facilties and services. - This has the effect of not only building
the affluence of the commmnity but also of reducing the tax burden of each
commnity member., Thus the farmer who. participates in the adult management
program is not the sole beneficiary of his increased income.

This type of instructional program is in complete harmony with the com-
munity school philosophy. It is practical, profitable and philosophically
sound. That it was not initiated many years ago is in scme ways & reflection
on the leadershir ..in agricultural education. It can be expected to expand
as more schools become aware of it and as the supply of qualified instructors
increases. Here indeed is an educational investment that ylelds high returns.





