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Summary

Farms operating under more or less similar environmental and socio-economic conditions
often reflect significant differences in production and economic results they achieve. Such
differences are most commonly attributed to: biological factors, the level of specialization,
the intensity of production, the size of farms and/or implemented production practice, etc. It
is considered that the differences in achieved results, that is, the success of a farm can be,
to a large extent, explained by variations in farmers’ management capacities. Management
capacities can be defined as possession of appropriate personal characteristics and
capabilities of farmers (managers) to cope with specific problems and opportunities at the
right time and in the right way.

With the changes taking place within the modern agricultural production, it is becoming
more and more difficult to maintain competitive advantages, thus the farmers are
progressively confronted with the requirements for certain management capacities which
will enable them to take advantage of the existing conditions in the best possible way, i.e. to
choose and implement the optimal production practice.

As the management capacities are rarely explicitly defined and quantified, particularly
when it comes to agricultural producers, the aim of this study is to provide a review of the
previous research in this field while highlighting the significance of these issues.
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Introduction

Good management is one of the key factors of success in all types of production,
including agricultural. In order to be successful, i.e. to achieve successful and competitive
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production, farmers must dedicate much more of their time and pay much more attention
when making management decisions, also in the process of development of management
skills, as compared to their predecessors (Kay et al., 2008). Day after day, agricultural
production is being developed and modernized, and there is higher degree of intensity and
specialization, new technologies are being continuously adopted, production capacities are
being expanded, investments into production process are being intensified, etc. All those
factors create new management issues, but, at the same time, represent new opportunities
for the farmers with adequate and high management capacities.

Farms operating under more or less similar environmental and socio-economic conditions
often reflect significant differences in production and economic results they achieve.
Such differences can be attributed to: biological factors, the level of specialization, the
intensity of production, the size of farms, implemented production practice such as, fore.g.,
succession of crops and crop rotation, timely performance of specific operations, selection
and implementation of appropriate fertilizers, pesticides and mechanization, adequate
irrigation, storing methods, methods and conditions of placements of final products, etc.
Many of these factors have been, and still are, the subject of great number of agronomic
and agro-economic research studies. However, there is an issue which numerous empirical
researches and literature have lately tried to explain, but which, on the other hand, has not
been sufficiently researched, and it concerns the following: Why do certain farms have
better utilization of resources at their disposal, as compared to the others? Why certain
farms merge and get specialized, and others do not? Why do some farms implement higher
and others lower level of intensity, and why do some of them implement practice which,
in actual conditions, results in better production and economic results and others do not?

It 1s considered that the difference in achieved results, that is, the success of farms can,
to a great extent be explained with differences in management capacities of farmers.
Management capacities can be defined as “having the appropriate personal characteristics
and skills to deal with the right problems and opportunities in the right moment and in the
right way” (Rougoor et al., 1998; Rougoor, 1999; Trip, 2000).

As the management capacities are rarely explicitly defined and quantified, particularly
when it comes to farmers, the aim of this study is to highlight significance of the said, to
point out to the opportunities and the methods of their assessment, and to provide a review
of the research activities conducted so far.

Management capacities as a success factor in agriculture

The significance of the human factor for success in agricultural production has been
extensively studied. It is widely accepted in literature (Garforth, Rehman, 2005) that the initial
theoretical and conceptual frameworks were established by Ashby, who was studying, far in
1930s, the behaviour and the motivation of farmers, and their influence on the management
in production. Case and Johnston (1953) were observing management capacities even as the
fourth factor of production, apart from three traditional factors such as soil, capital and the
labour force. This was followed by research studies of distinguished agricultural economists
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Heady (1956), Johnson (1976) and Petrini (1970) were studying differences among the
farmers, their motivations and behaviour.

The cutting edge in this field is the research study of Gasson (1973), who focused the
attention to identification of drivers which farmers follow when making decisions. This
was followed by numerous researches concerning the issue.

The research studies from earlier periods were mainly focused on influence of farmer
personal (demographic) characteristics, such as age, education, gender, experience, etc.,
on production effectiveness. However, the accent is lately increasingly focused on decision
making process. The authors, led by Rougoor et al. (1998), Trip (2000), as well as Johansson
(2007), explain such approach with the fact that even the farmers having good personal
characteristics can have unsatisfactory results if their decision making process is poor.

There are numerous studies worldwide in which the authors tried to explain the influences
that certain aspects of management capacities have on success of farms, i.e. the effectiveness
of the production - Ohlmer et al. (1998), Wilson et al. (1998 and 2001), Barkema et al. (1999),
Solano et al. (2001a, 2001b and 2006), Trip et al. (2002), Passel et al. (2004), Adebayo,
Adeola (2005), Mattil et al. (2007), Galanopoulos et al. (2006), Johansson (2007), Sharma et
al. (1999), Sherif and Al-Kahtani (1999), to name but a few.

According to the authors’ of this study knowledge, there are no studies concerning this
topic in Serbia, at least not in the field of agriculture. There were some studies where
authors analysed a variety of farmers’ demographic characteristics (Novkovic et al., 2000)
and/or emphasized importance of their capabilities/skills and quality of decision making
process (Lazarevic, 2006; Popovic¢, 2008; Vukeli¢, Novkovi¢, 2009; Jankovi¢ et al., 2010;
Markovi¢, Tomas, 2010)*, but none of them has perceived the influences of the management
capacities on effectiveness of agricultural production.

Aspects of management capacities

As mentioned above, management capacities can be defined “...as having the appropriate
personal characteristics and skills to deal with right problems and opportunities in the right
moment and in the right way.”(Rougoor et al., 1998; Rougoor, 1999; Trip, 2000).

3 Novkovi¢ et al. (2000) analysed, by perceiving the issue of possibility of development of
agricultural production at the family farms, inter alia, the age and the educational structure
of farmers.

4 Lazarevi¢ (2006) emphasized that a farmer have to be an educated businessman, ready to
make decisions. Popovi¢ (2008) came to conclusion that some differences in business results
among Serbian milk producers could not be explained other than as a difference in the quality
of management. Vukeli¢ and Novkovi¢ (2009) variation in economic results of large milk
producers in Vojvodina, operating under similar conditions, attributed to differences among
farmers themselves, i.e. their capabilities and skills. Jankovi¢ et al. (2010) insist on a new role
of agricultural extension agents in the building of the farmers’ capacities. Markovi¢ and Tomas
(2010) point out to the fact that the success of agricultural producers in the environment of
severe competition, depends, among other, on their skills and knowledge.

EP 2014 (61) 3 (805-814) 807



Nata$a Vukeli¢, Vesna Rodié

Personal characteristics and capabilities of farmers, as a very significant aspect of
management capacities comprise of drivers and motivations, which include, for e.g.
objectives that one farmer wants to achieve, their attitudes relating takeover of risks, etc.,
abilities and capabilities of farmers, such as, power of perception and intellectual skills, as
well as biography of farmers which includes demographic characteristics and experience in
specific production (Rougoor et al., 1998).

However, a farmer/manager with a good personal characteristics, will not always
have guaranteed success if his decision making process is not good. That means that,
when examining the influence of management capacities on achieved results, beside
farmers’ personal (demographic) characteristics, decision making process also have
to be observed.

Farmers in general have the opportunity to make right business decisions, which will
help them to achieve better results, by respecting well known steps in decision making
process, such as planning, implementation and control. Kay et al. (2008) provide even
more detailed division of decision making process, as follows:

1) Observing and defining the problem,

2) Collection of data and the information,

3) Finding and analysis of alternative solutions,

4) Decision making — choosing of the best alternative,

5) Execution (implementation) of decision,

6) Monitoring and analysis of the achieved results,

7) Taking responsibility for the decision.
Each of'the listed steps requires from farmers/decision makers to precisely define priorities

and timelines in decision making process, in order to avoid the stress caused by small and
insignificant details, and which can lead to neglecting of important problems.

Rougoor and associates (1998) use very simple model to explain the relation between the
management capacities, the environment, biological processes and the results achieved at
the farm (Figure 1).
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Figurel. Model of management capacities in relation to environment, biological
processes and farm results
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Source: Rougoor et al., 1998.

By respecting theirs, as well as the model given by Johansson (2007)°, the aspects of
management capacities and their influence on production and economic results can be
presented in the following way (Figure 2).

Starting point is the farmer/manager, with specific personal characteristics. He tries,
by appropriate business decisions, to optimize (or at least to influence) production
and biological processes®, which determine production and economic results on the
farm. There are many factors which influence the achieved results (weather conditions,
various diseases, used pesticides, fertilizers, market fluctuations (prices), etc.). The
risks and uncertainties in the decision making process increases, to a great extent, the
fact that farmer/manager executes his tasks within the changing environment, where
the direction of such changes is unpredictable.

5  Also focused on farmers’ decision making process and its influence on the achieved results.
6 Which can be controlled only to a certain (limited) extent.
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Figure 2. The aspects of managerial capacities and their influence on farm results
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Source: Authors’ compilation of two abovementioned models.

Measuring managerial capacities issues

Previous agricultural studies have observed that among the farms operating under more
or less similar environmental and economic conditions, the differences in management
capabilities lead to differences in achieved results. However, the deserved attention has not
been paid to the management capabilities until recently. That is a direct consequence of
complexity of their assessment. Nuthall (2009) explains this with the fact that the “people
are difficult to be quantified”.

The aspects of farmers’ personal characteristics, such as the age, the education, and the
experience in farming can be assessed relatively easy. On the other hand, drivers and
motivations, as well as the abilities and the capabilities of farmers are much more difficult
to observe and assess (Huirne et al., 1997).That is why decision making process, from the
viewpoint of management capacities, has not been sufficiently examined. Given the fact
that a manager is not able to divide the time necessary for planning, implementation and
control it is very difficult to assess decision making process in an explicit way. Thus, these
activities must be formulated in such a way to enable differentiation and assessment, for e.g.,
the frequency and duration of advisor’s visits, time spent in the planning of own production,
time spent on processing and analysis of the achieved results, time spent in the meetings
with the farm-workers, farmer’s notion about the results of the competitors, etc. (Mintzberg,
1973). Trip and associates (2002), also raise the question about assessment of quality of the
decision making process. They claim that it can be quantified through the objectives and the
production policy, the quality of planning, the quality of keeping records and monitoring, as
well as the quality of self-evaluation.
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Conclusion

With the changes taking place within the modern agricultural production, it is becoming
more and more difficult to maintain the competitive advantages. Thus, the farmers are
progressively confronted with the requirements for certain management capacities which
will enable them to utilise available resources in the best possible way, that is, to choose and
implement the optimal production practice and to achieve best possible results.

Although management capacities are still rarely explicitly defined and quantified, especially
when it comes to farmers, there are plenty of studies where authors analyse both personal
characteristics of farmers and their decision making process, as well as their influence on
the farm success.

Unfortunately, there is a lack of such research in Serbia. One can expect that the management
capacities will be the significant field of research in the future, since their improvement
is a precondition for improvement of competitiveness of Serbian agricultural production
urgently needed in the process of European integration.
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MENADZERSKI KAPACITETI FARMERA KAO FAKTOR
USPESNOSTI POLJOPRIVREDNE PROIZVODNJE

NataSa Vukeli¢', Vesna Rodié®

Rezime

Izmedu farmi koje posluju u manje-vise slicnim prirodnim i drustveno-ekonomskim uslovima
¢esto postoje veoma znacajne razlike u proizvodnim i ekonomskim rezultatima koje one
postizu. Te razlike se najces¢e mogu pripisati: bioloskim faktorima, nivou specijalizacije i
intenzivnosti proizvodnje, velicini farme i/ili proizvodnoj praksi koja se na farmi primenjuje.
Smatra se da se razlike u postignutim rezultatima, tj. uspesnosti farme, mogu u velikoj meri
objasniti i razlikama u sposobnostima samih farmera, odnosno njihovim menadzerskim
kapacitetima, koji se mogu definisati kao posedovanje odgovarajucih licnih karakteristika
i sposobnosti farmera, odnosno menadzera, da se suoce sa odredenim problemima i
mogucnostima na pravi nacin i u pravom trenutku.

Sa promenama koje zahvataju savremenu poljoprivrednu proizvodnju, sve je teze odrzavati
konkurentsku prednost, pa farmeri sve vise moraju imati odredene menadzerske kapacitete
koji ¢e im omoguciti da, na najbolji moguci nacin, iskoriste raspolozive uslove, odnosno
odaberu i primene optimalnu proizvodacku praksu. Menadzerski kapaciteti se dosta retko
ekspicitno definisu i kvantifikuju, posebno kada su poljoprivredni proizvodaci u pitanju,
stoga je cilj ovog rada upravo da ukaze na znacaj menadzerskih kapaciteta farmera i da da
pregled dosadasnjih istrazivanja u ovoj oblasti.

Kljuéne reci: menadzerski kapaciteti, farmeri, poljoprivredna proizvodnja.
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