


ABSTRACT

A STUDY OF SOME PERSONAL AND MANAGERIAL TRAITS
OF SOUTHERN MICHIGAN TELFARM DAIRYMEN
TO DETERMINE THEIR RELATIONSHIP TO
BUSINESS SUCCESS AND FORM OF BUSINESS ORGANIZATION
BY

Van Cleft Travis, Jr.

The economic principles of successful farm business perform-
ance have been known for a long time. Such factors as labor efficiency,
cost control and output per unit of production have long been recognized
as influencing farm business success. But, these factors have not an-
swered the question of why some farm managers are successful while oth-
ers possessing similar resources fail to achieve success.

Partnership-operated farm businesses differ from sole-proprietor-
operated businesses in that the managerial process is a shared respon-
sibility among the partners. Little consideration has been given to
farm partnerships in farm management studies and no study has been lo-
cated where partnerships are studied as the major object of the study.
Thus, questions exist as to what differences there may be in personal
and managerial traits between farm managers who operate alone and those
who operate in partnership.

The purpose of this study is two-fold:

1. To determine the differences, if any, which exist in selected
personal and managerial characteristics between a group who have been

designated as outstanding farm managers, and a random group of southern
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Michigan Telfarm farm managers. All respondents were owner-managers.

2. To determine the differences, 1f any, which exist in select-
ed personal and managerial characteristics between a group of farm man-
agers who operate as sole-proprietors and a group who operate as part-
ners.

The study was conducted as a field survey with the administra-
tion of a questionnaire at the farm residence of each respondent.
Financial and production information was obtained from the Telfarm elec-
tronic accounting records located at East Lansing, Michigan.

Three groups of respondents were selected. One group consisted
of 14 sole-proprietor 'Manager of the Year" award winners. Another
group consisted of 14 randomly selected Telfarm Southern Michigan sole-
proprietor dairymen and the third group consisted of 14 partnership
operated '"Manager of the Year" award winner businesses. Comparisons
were made between the two sole-proprietor groups and between the sole-
proprietor and partnership '"Managers of the Year".

The sole-proprietor award winner and non-award winner groups were
found to differ greatly in their farm business characteristics. The
award winner group had more than twice as many cows, were 40 percent
more efficient and earned twice the profits of the non-award winners.
The partnership businesses had 17 percent more cows than the sole-pro-
prietor award winner group and were less reliant upon hired labor for
their labor supply, but other differences between the two groups were
slight.

""Manager of the Year'" award winners were questioned on the fac-
tors which contributed to their success and individuals who had extra-
ordinarily influenced their career. Working hard and making well

thought out decisions were mentioned most frequently among the factors
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which contributed to their success. Extension personnel, father, and
agricultural teacher were all mentioned frequently as individuals who
had significantly influenced the careers of the operators.

The partnership operators were questioned on their written part-
nership agreement and their method of farm decision-making. Four of
the operations had no written agreement. Two of the ten written agree-
ments did not spell out the procedures to be followed in the case of
the death of one of the partners and eight of the ten did not provide
for arbitration in the case of unresolvable disputes between the part-
ners. Partnership decision-making consisted of a considerable amount
of individual decisions concerning daily operations, joint decisions
but excluding the wife for intermediate capital investment decisions
and inclusion of the wife in decision-making involving major capital
investments.

Fifteen hypotheses were tested relating the personal and mana-
gerial characteristics of the farm operators to business success and
form of business operation. They are listed with the following results:

1) Sole-proprietor ''Manager of the Year' award winners possess

a higher self-assessment of innovativeness than do sole-proprietor non-

award winners. Not supported at the .05 level of significance. The

data indicate that the non-award winner group possesses a higher self-
asgegssment of their innovativeness than is justified by their actual

adoption of new dairy technology.

2) Managers who operate as partners, possess a higher self-

assessment of innovativeness than do managers who operate as sole-pro-

prietors. Not supported at the .05 level of confidence, but supported
at the .10 level of confidence. All of the partnership operators rated

themselves in the top two adopter categories.
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3) !Manager of the Year" award winners utilize more direct

sources of information than do non-award winners. Not supported. The

findings were in the opposite direction of that predicted.

4) Managers who operate as partners, utilize more direct sources

of information than do managers who operate as sole-proprietors. The

findings were in the predicted direction but not of sufficient magni-
tude to lend much support to the hypothesis. The difference was not
tested for statistical significance due to the inability to assume a
normal distribution of the index scores among the population.

5) "Manager of the Year' award winners have higher extension

agent contact scores than do non-award winners. The data were in the

predicted direction, but the differences were not submitted to statis-
tical tests for level of confidence due to the inability to assume a
normal distribution of the index scores among the population.

6) Managers who operate as partners have higher extension agent

contact scores than do managers who operate as sole-proprietors. Not

supported. The findings were opposite to those predicted.

7) !'Manager of the Year'" award winners have a greater willing-

ness to assume risk than do non-award winners. Not supported at the

.05 level of confidence.

8) Managers who operate as partners have a greater willingness

to assume risk than do managers who operate as sole-proprietors. Not

supported at the .05 level of confidence.

9) '"Manager of the Year' award winners have a greater goal orien-

tation than do non-award winners. Not supported. The findings were in

the direction opposite to that predicted. In fact, the non-award winners

had the highest goal orientation scores of the three groups studied.
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10) Managers who operate as partners have a greater goal orien-

tation than do managers who operate as sole-proprietors. The findings

were in the predicted direction but were not submitted to statistical
analysis due to the inability to assume a normal distribution of the
index scores among the population.

11) '"Manager of the Year' award winners have a more liberal

attitude toward credit than do non-award winners. Not supported at the

.05 level of confidence.

12) Managers who operate as partners have a more liberal attitude
toward credit than do managers who operate as sole-proprietors. Not

supported. The findings were opposite to those predicted.

13) '"Manager of the Year'" award winners have a higher educa-

tional level than do non-award winners. Not supported at the .05

level of confidence.

14) The wives of 'Manager of the Year'" award winners are less

involved in the farm decision-making process than are the wives of non-

award winners. Not supported at the .05 level of confidence.

15) The wives of managers who operate as sole-proprietors are

more involved in the farm decision-making process than are the wives

of managers who operate as partners. Not supported at the .05 level

of confidence.
Interrelationships between several of the factors and implica-

tions for additional research are discussed.
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CHAPTER I

INTRODUCTION

A. Problem

1. What differences exist in personal and managerial characteristics
between highly successful farm managers and farm managers of average suc-
cess?

2. What differences exist in personal and managerial char-
acteristics between farm managers who operate alone and farm managers

who operate as partners?

B. Rationale

A poker player down to his last coins was asked, "How're ya doin'?
"I dunno," he replied. "What? You don't know how you're making out?"
"Oh sure", said the player. "I know how I'm making out, but I don't
know how I'm doing it". '"Some times we know how well we are doing,
but we don't know exactly how we are doing it". (Mager, 1968) This is
often the case with farm managers. We know that some managers perform
better than others and in what ways, but we seldom know why they per-
form as they do.

The principles of successful farm business performance have been
known since G. F. Warren surveyed the farms in the Town of Dryden, New
York in 1908. Such factors as labor efficiency, cost control and out-
put per unit of production have long been recognized as influencing

farm business success. But, these factors have not answered the question

1
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of why some farm managers are successful while others possessing sim-
ilar resources fail to achieve success. Numerous farm management stud-
ies have noted that the performance variation within groups of farms,
classified according to size, was greater than between groups, empha-
sizing the differences which exist between individual farm managers
despite the physical similarity of their farm businesses. The human
resource continues to be the factor which is least understood,and the
most difficult to measure, of the many factors affecting a farm bus-
iness.

Partnership-operated farm businesses differ from sole-proprietor-
operated businesses in that the managerial process is a shared respon-
sibility among the partners. The Inter-State Managerial Study (Johnson,
et al.), stated that the managerial process among polypersonal manage-
ment arrangements is diluted. For this reason they excluded partner-
ship operated farm businesses from their study. Little consideration
has been given to farm partnerships in farm management studies and no
study has been located where partnerships are studied as the major ob-
ject of the study. Thus, questions exist as to what differences there
may be in personal and managerial traits between farm managers who oper-
ate alone and those who operate in partnership.

The Michigan State University Telfarm electronic accounting pro-
gram annually cites outstanding farm managers through its 'Manager of
the Year" award. Each year, twenty farmers who rank in the top three
percent of all Telfarm participants in labor income and who are judged
to be outstanding in their management characteristics are selected by
Michigan Extension personnel to receive ''Manager of the Year' recognition.
Of the twenty who are selected each year, no two may come from the same

county and no farm operator is allowed to receive the award more than
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once. In cases where more than two from one county qualify for the
award in one year, the local county Extension agent is asked to assist
in the choice, with the choice dependent upon the agent's individual
assessment of the farmer's managerial ability.

During the period 1966-1970, 45 southern Michigan dairy farmers
have receivgd "Manager of the Year" recognition. Of this number, 14
were partnership operated businesses. This provides the researcher with
a group of farm managers who have been cited for managerial excellence
and whose personal and managerial traits can be studied.

The emphasis of this study is on the human resource in farming.
Extension programs of the United States Land Grant Colleges have long
emphasized the importance of the non-human factors in the operation of
a farm business. Also, they have emphasized that it is the '"Man in
Management" that makes the difference. However, the aspects of the

man which make the difference are not completely known.

C. Purpose of Study

The purpose of this study is two-fold:

1. To determine the differences, if any, which exist in selected
personal and managerial characteristics between a group who
have been designated as outstanding farm managers and a random
group of Southern Michigan Telfarm farm managers.

2. To determine the differences, if any, which exist in selected
personal and managerial characteristics between a group of
farm managers who operate as sole-proprietors and a group who

operate as partners.



General Researchable Questions

What are the personal and managerial traits of farm managers
which are associated with managerial success?
What are the personal and managerial traits of farm managers

which are associated with type of business organization?

Specific Research Questions

10.

11.

Is self-assessed innovativeness related to managerial success?
Is self-assessed innovativeness related to the form of bus-
iness organization?

Is the directness of sources of information related to man-
agerial success?

Is the directness of sources of information related to the

form of business organization?

Is extension agent contact related to managerial success?

Is extension agent contact related to the form of business
organization?

Is the willingness to assume risk associated with managerial
success?

Is the willingness to assume risk associated with the form of
business organization?

Is goal orientation associated with managerial success?

Is goal orientation associated with the form of business organ-
ization?

Is attitude toward the use of credit associated with managerial

success?
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12. 1Is attitude toward the use of credit associated with the form
of business organization?
13. 1Is educational level associated with managerial success?
14. 1Is the role of the wife in the decision-making process assoc-
iated with managerial success?
15. 1Is the role of the wife in the decision-making process assoc-

iated with the form of business organization?

D. Definitions

The following terms which are used throughout this report are
herein defined.

""Manager of the Year" Award Winner - A farmer participating in the

Michigan State University Telfarm electronic farm accounting program
who has been officially cited by the Telfarm program as a ''Manager of
the Year'" in its annual achievement awards program.

Sole-Proprietorship - A farm business which is operated with one

person or family being responsible for the managerial decisions assoc-
iated with that business.

Partnership - A farm business which is operated with more than one
person or family being responsible for the managerial decisions assoc-
iated with that business. A polypersonal management system.

Innovativeness - Innovativeness is based upon the time at which

an innovation is adopted by an individual in relation to the time at
which adoption occurs among other individuals. (Rogers, 1962)

Information Sources - An individual, organization or medium from

whom a farmer can obtain facts and data relative to the operation and

management of his farm business.
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Extension Agent - An individual employed by the Michigan Cooper-

ative Extension Service for its field staff to inform and advise farm-
ers on the operation and management of their farm business,

Rigk - The variability or outcomes which are measurable in an em-
pirical or quantitative manner. (Heady, 1952)

Goals - Objectives or levels of achievement to be attained at some
future date.

Credit - The use of money borrowed from others.

Education - Formal schooling obtained through regular attendance
at an institution whose primary purpose is the dispensing of knowledge
and information.

Decision-making Process - The process of problem identification,

observation, analysis, establishing goals and making the decision to

take action.



CHAPTER 11

REVIEW OF LITERATURE

A. Management

Webster's dictionary defines ''management' as the skillful or
judicious use of certain means in order to bring about or accomplish a
certain end or ends.

The literature on management generally defines it as a combination
of seven functions:

1. The formulation of certain goals or objectives.

2. A recognition of, or definition of, a problem or opportunity.

3. The observation and organization of relevant facts.

4. Analysis of the important alternatives and probable conse-

quences of each.

5. Deciding on the most desirable or least undesirable course of

action.

6. Acting to get the job done.

7. Bearing responsibility for seeing the project through and

evaluating the results.

The formulation of goals and problem definition are relatively
new additions to the management definition. The Inter-state Managerial
Study (IMS) (Johnson et al, 1961) included only observation, analysis,
decision, action and responsibility bearing in their definition of
management. In their managerial model they assumed that problem defi-

nition took place outside the managerial process. However, recent personal
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contact with Johnson's teaching shows that he too now includes prob-
lem definition and the formulation of goals in his definition of the
management process.

Heady says that management can be broken down into two distinctive
activities. One is coordination. The other phase is supervision. At
first this seems to be somewhat different than the definition which was
previously given. However, Heady goes on to define what is meant by
coordination and supervision. ''The important steps in coordination in-
clude expectations, plans, action, and acceptance of consequences."
Supervision is the overseeing of the production process to see that the
plans are carried out. Heady states, '"We prefer to look upon management
as being synonymous with coordination. Supervision is a somewhat dis-
tinct human activity of the '"lower order'" nature." (Heady, 1952, P. 465-
466) Heady's definition of management, which at first blush seemed to
be considerably different from our first definition, now upon close
examination appears to be quite similar and in no way in opposition to
our original concept of the managerial function.

Nielson has created a managerial performance model. Figure 1
shows the schematic of this model. Nielson states with respect to
the model, "I believe that a set of variables that may explain a large
part of the variation in managerial outcome is managerial behavior or
PROCESS--how the manager carries out the process of management." He
also states, however, '"We will also give attention to the personal
characteristics of the managers, with the characteristics classified
under the headings of DRIVES and CAPABILITIES. Drives include moti-
vation and variables which are likely related to it such as needs,
goals, interests, and perhaps attitudes. Capabilities include such

things as basic intelligence, and various skills and abilities.
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"At another stage in the research, we intend to look at variables
which we refer to as BIOGRAPHY--age, formal education, environment in
which the manager grew up, experience, etc.

"In the final analysis we may draw elements from biography, drives,
capabilities, and processes in developing instruments for predicting
managerial performance. But, we believe the information on biography
will be meaningful only if and when we find its relationship to drives
and capabilities, and information on drives and capabilities will be
meaningful only after we have discovered their relationships to the
processes." (Nielson, 1962a, P. 64-65)

Wirth, using the Nielson model as his definition of the managerial
process, used pattern analysis to look at 60 items of information con-
cerning individual farmers to test whether these items differentiated
between low and high performance farmers. The items consisted of 21
biographical items, 26 drives and motivation items and 13 process items.
"The results indicated that while with certain sets of antecedents, pat-
tern analysis classifications were consistent with managerial performance
criteria, with others, they were not.

"The significant antecedents included 26 items concerning drives,
motivation, goals and attitudes interacting with 13 items about decision-
making processes. Neither the 26 items as a group alone, nor the group
of 13 items alone, provided significant classifications.

"The group of 21 biographical items were insufficient to provide
significant classifications when used alone as a pattern-analysis input.
Moreover, this group of items appeared to add nothing to the discrimi-
natory capability of the informational input when used with other items.
Some evidence suggests that biographical items may even have impaired

the discriminatory capability of other information." (Wirth, 1964, P.29)
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Managerial performance appears to be the result of a complex
interaction of variables and can not generally be explained by means of
the correlation of a few items of information about the manager with
managerial performance.

Boettinger has spoken of the manager in terms of an artist,
implying that it may not be completely possible to objectively measure
managerial ability or to predict managerial performance. He says,
""Modern managers are far closer in temperament to men like Michelangelo,
DaVinci and Rubens than to the giants in the history of science. They
obgerve the world, conceive visions of how it can be changed, gather
people and resources, develop deployment strategies and inspire their
followers to turn their visions into reality." (Boettinger, 1970)

Despite this conception of the manager an an artist, Boettinger's
description of the functions of the manager closely parallels those
given at the start of this chapter.

Suter describes a skillful manager as, '"One who conducts his
business, financial, personal or family affairs with economy, making
whatever resources he has available to go as far as possible toward
achieving those ends he most desires.'" (Suter, 1963)

Management and managers have been variously defined. However,
general agreement is found in the literature as to the role and functions

of managers in the management process.

B. Partnerships

Hepp and Kelsey have stated that there are three basic characteristics
of a partnership operated business. They are 1) a sharing of profits
and losses, 2) shared ownership and control of property, and 3) shared

control and management of the business. (Hepp and Kelsey, 1970)
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The literature does not contain many studies related to partner-
ship operated businesses. This fact is pointed out and explained by
Nielson when he said, "In the past, research into management of farms
could be carried out largely in the context of single-person managerial
units operating under perfect competition. More of the farm management
research in the future may need to take account of managerial services
purchased from off the farm, and complex multiple person managerial
units with division of managerial responsibility." (Nielson, 1962a,

P. 65)

Clearly, the model of business organization which was most typical
of farm businesses in the past was the sole-proprietorship. While this
is still the predominant form of business organization, polypersonal
forms of business organization are becoming more prevalent.

Suter states that, 'The most successful farm businesses today
would probably include those where there are two persons working to-
gether - a father-son, two brothers, perhaps a husband-wife operating
as partners." (Suter, 1970)

From this statement by Suter one might hypothesize that partner-
ship operated businesses should be more successful than singly operated
businesses. However, much discussion in the past has stated that part-
nership operated businesses tend to be less successful than singly
operated businesses due to an excess supply of managerial services for
the size of the firm. In this vein Peacock stated that, "Father and
son relationships were expected to be associated with somewhat lower
parity returns because of possible over utilization of labor with re-
spect to their capital base. (Peacock, 1970) Generally, this hypothesis

was supported.
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Penrose states in her treatise on firm growth, "A firm has a
given amount of managerial services available at any one time. Part
of these are needed for ordinary operations; the rest are available for
planning and executing expansion programmes.'" Also she states, '"Internal
inducements to expansion arise largely from the existence of a pool of
unused productive services, resources and special knowledge all of
which will always be found within any firm." (Penrose, 1959, P. 17-18)

This statement has implications for partnership operated bus-
inesses as they have a larger pool of managerial services available and
thus should operate businesses which are larger and which grow faster.
Algso they should have more time to devote to the coordinating aspects
of the managerial function and should therefore carry them out more
fully and with greater precision.

Brake et al., found evidence to support the theory with respect
to growth of the firm in their study of dairy farm expansion. A num-
ber of farmers, when questioned as to why they began thinking about
expanding their herd, responded that the expansion was to support a
family partnership where two or more families were involved. (Brake,
Okay and Wirth)

While this expansion may have been out of necessity, it does demon-
strate that there is a relationship between growth of the firm and form
of business organization.

Hoglund in a study of adjustments on southern Michigan dairy farms
found a higher percent of partnerships in the group studied stayed with
dairying. (Hoglund, 1968) Evidently the stability of the labor force
which the partnership form of business provides results in a lower rate

of attrition from dairying for those firms.
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Brake, et al., found that farmers do view the partnership form
of business as a means of insuring a high quality labor force for the
farm business. 'Fourteen of the nineteen operators recommended that
the expanding operator plan to get along mainly on family labor. Several
farmers who had problems concluded that family labor was the only de-
pendable labor. Another farmer even went so far as to say that a
middle-aged farmer shouldn't expand without a younger family member who
could work into the operation'". (Brake, Okay and Wirth)

While the literature does not contain many references to partner-
ship operated businesses, it does contain some items which indicate
that form of business organization is worthy of further study and that
differences may in fact exist between partnership and singly-operated
businesses. For these reasons, form of business organization has been

chosen as one of the major variables for study.

C. Innovativeness

Included among the drives and motivations influencing the manner
in which the manager carries out the managerial process is innovative-
ness. The presence or absence of the drive to be innovative influences
the success of the manager.

Wirth, in his pattern analysis of the Nielson managerial model,
included an acceptance of new ideas scale as one of 26 drives and moti-
vations influencing managerial performance. (Wirth, 1964)

Rogers states, '"Both the measure of innovativeness and classifi-
cation of individuals into adopter categories are based upon the time
at which an innovation is adopted." (Rogers, 1962) Thus it is that
Rogers uses the adopter categories of innovator, early adopter, early
majority, late majority and laggard to describe the relative innovative-

ness of individuals.
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The literature contains many references to the correlation of in-
novativeness with managerial success and manager traits and to the re-
lationship between innovativeness and characteristics of the farm
business.

Rogers states, ''The personal characteristics of innovators indi-
cate they have higher adoption leadership, more education, greater for-
mal participation, higher social status, younger age, higher reading
level and better interview rapport than other categories. The innovators'
farm enterprises are also much different than their neighbors. Innova-
tors are more likely to own their farms, have larger farms, higher gross
farm incomes, greater farm efficiency, and a more specialized farm oper-
ation." (Rogers, 1961)

Fliegel found, '""That there was a highly significant tendency for
those operators who ranked high on innovativeness to report relatively
high net farm incomes. The conclusion is that net farm income is sig-
nificantly associated with the adoption of Extension recommended farm
practices and that this association is positive in direction." (Fliegel,
1957)

Lionberger states, "High farm income nearly always is associated
with high farm practice adoption. A reciprocal cause and effect relation-
ship is likely. However, the fact that low income farmers are slow to
adopt practices that they could well afford suggests that factors other
than income are operative."

He also states, '"'Size of farm is nearly always related to the
adoption of new farm practices. Many new technological advances require
large-scale operations and substantial economic resources for their use.

Also, use of improved farm practices produces economic benefits which
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permit expansion of farming operations, which in turn make it econom-
ically possible to use more improved farm practices." (Lionberger, 1960,
P. 100-101)

Havens in a review of the literature found 30 studies which
looked at size of operation as related to innovativeness. Twenty-
seven of the 30 reported a positive significant relationship at the
five percent level, while three reported a relationship that was not
significant or in the wrong direction. (Havens, 1962)

Also Havens has reported that in reviewing 60 studies, 13 var-
iables were found to be consistently and positively related to the
acceptance of innovations. Included among the 13 were 1) total acres
farmed, 2) size of the enterprise, and 3) number of cows milked before
adoption. In this study, size of the enterprize and number of cows
milked were found to be significantly related to the adoption of bulk
milk tanks at the one percent level. (Havens, 1965)

Cummings found that those factors showing the greatest differences
between the high and low adopter groups among New York dairymen were
1) Socio-economic status, 2) income, 3) participation in organized groups
and 4) most favorable attitudes toward Farm Bureau, among others. (Cum-
mings, 1950)

A North Central Regional study stated, ''There are differences in
the nature of farm businesses among the adopter categories. The farm
enterprizes of innovators in comparison to those who adopt later are
characterized by: 1) larger farms, 2) higher gross farm incomes, 3) great-
er farm efficiency, 4) more specialized enterprizes and 5) greater farm
ownership." (North Central Rural Sociology Subcommittee For The Study

of Diffusion of Farm Practices, 1961)
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Pointing out that the relationships stated above do not always
hold, Fliegel found size of operation, consisting of a combination of
number of cows and number of crop acres, was not significantly re-
lated to adoption, (Fliegel, 1956)

Most measures of innovativeness have been by means of a practice
adoption score in which the manager is asked if he has adopted certain
practices and when. Rogers states,'For some purposes, however, a more
subjective rating as to adopter category may be valuable. If a farmer
views himself as an innovator (that is, he '"thinks he's an innovator')
then he will act as if he were an innovator.

To obtain the individual's perception of his degree of innovative-
ness, Rogers asked, '"About where would you rate yourself in respect to
adopting new farm practices?"

1. Among the first in the neighborhood.

2. A little faster than most of the neighbors.

3. About average.

4. A little slower than most of the neighbors.

5. Among the last in the neighborhood.

There was a general tendency for the self-images to be accurate. The
coefficient of agreement between adopter categories and self-images
is .792.

Rogers goes on to say, '"The present findings do indicate that there
is a good deal of accuracy in farmer self-images as to adopter categories.
About 30 percent of the commercial farmer sample rated themselves in the
same adopter category as that indicated on the basis of more objective
criteria. Another 46 percent rated themselves in an adopter category

adjacent to that determined on an objective basis. Thus, only 24 percent
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of the commercial farm sample had widely inaccurate self-images as to
adopter category." (Rogers, 1961)

Based upon the above citations of the literature, it was decided
to study the differences which exist, if any, in self-assessed innova-
tiveness between managers of different performance characteristics and
between managers who operate under different forms of business organ-
ization,

Hypothesis 1: Sole-Proprietor 'Manager of the Year" award win-
ners possess higher self assessment of innovativeness than do sole-
proprietor non-award winners.

Hypothesis 2: Managers who operate as partners possess a higher
self-assessment of innovativeness than do managers who operate as sole-

proprietors.

D. Sources of Information

Heady states, '"Without the combination of time, change, and in-
ability of perfect prediction, there would be no need for management or
perhaps more accurately, the need for management would arise only as the
firm was initially established. Given time and change which can be
predicted with certainty (perfect knowledge of the future), management
in the coordination sense would be needed only to formulate a single
plan for the future." (Heady, 1952, P. 466) Thus, the need for manage-
ment arises out of our imperfect knowledge of the future. One of the
steps of the management process which we have outlined is that of obser-
vation, or the gathering of information from which to make a decision.

The sources of this information can have an important influence

upon the accuracy of the information which is received and consequently
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the source of the information affects the decisions which are made by
the manager.

The Inter-state Managerial Study found, "Different kinds of farm-
ers or farmers in different positions relative to certain variables
(i.e. education, incomes, background experiences, etc.) use different
communicative sources. In general, variation in sources employed in
securing a given type of information was associated with education,
background experience, personal situations, size of operation, type
of farm and farm group meeting attendance." (Johnson et al., 1961,

P. 32)

Wilkening reported, 'There were important differences in the
sources reported by farmers of different socio-economic levels and in
the sources reported for different types of practices. Farmers of
the upper socio-economic levels gave agricultural agencies most fre-
quently, while those of the lower socio-economic levels gave other
farmers and dealers most frequently as their main source of informa-
tion. Other farmers or dealers were also given more frequently as the
main source for those practices associated with established farm oper-
ations while the agricultural agencies and mass media were more important
sources for practices which represent more recent innovations." (Wilken-
ing, 1950)

Lionberger notes, "Irrespective of causal relationships and of
conditions or circumstances that intervene between exposure to new ideas
and the active use of them, number of sources used or contacts with
information sources is positively related to adoption rates. The rela-
tionship is even more marked when comparisons are made between adoption

rates and particular sources of information. A high positive correlation
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is particularly evident with the use of such sources as the county
agent, the college of agriculture and vocational agriculture teachers.
On the other hand, high dependence on relatives and friends as sources
of information is usually negatively associated with the adoption of
new farm practices." (Lionberger, 1960, P. 103)

A North Central Regional Extension Publication stated, '"The
typical innovator not only receives more different types of information
about new practices, but also is likely to receive information sooner
and from more technically accurate sources." (North Central Rural Soci-
ology Subcommittee For the Study of Diffusion of Farm Practices, 1961,
P. 8)

Copp, Sill and Brown noted, "Farmers who mention other farmers
as sources of information have significantly lower progress scores than
farmers who do not cite peer influence for the awareness and interest
stages. Peer influences are less effective than other influences in de-
veloping a cognitive structure leading to the attainment of later stages
in the adoption process. Learning of a practice from relatives and other
farmers is somewhat analogous to lifting oneself by one's bootstraps,
for ego's peers are not likely to be much better informed than ego.

The farmer who learns from his peers is learning second-or-third-hand
information, which may have lost much of its original accuracy." (Copp
and others, 1958)

Peacock in relating certain variables to parity of income found
the information sources used by the farmer to be related to his income
and therefore useful in explaining his managerial performance. (Peacock,
1970)

Based upon the above literature review with respect to sources

of information, the following hypotheses are put forth.
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Hypothesis 3: 'Manager of the Year" award winners utilize more
direct sources of information than do non-award winners.

Hypothesis 4: Managers who operate as partners utilize more

direct sources of information than do managers who operate as sole-

proprietors.

E. Extension Agent Contact

The County Agricultural Extension Agent is one of the important
sources of information for farmers in the United States. However, the
literature indicates that the extent of use of the county agent varies
among farmers and that this variation helps to explain some of the dif-
ferences in managerial performance.

Lionberger states, '"The non-users of institutionalized sources
differed from the users of county agent services and users of other
institutionalized sources in that they were older, smaller operators
and were accorded a lower status in the community.

"Almost without exception, users of county agent services ex-
hibited the opposite extreme with respect to characteristics possessed
by non-users. They were younger, technologically more competent, were
larger operators, had larger incomes and were more alert to new develop-
ments in farming than farmers who made no use of county extension agent
services." (Lionberger, 1955)

Coleman noted, '"There was a direct and consistent relation be-
tween the size of the farm operation and whether the operator was
reached by Extension. Only one in six of the small farmers were Farm
Bureau members, as compared with 3/4 of the large. Less than one in
ten of the homemakers on the small farms were Home Bureau members,

while four in ten of those on large farms were members. None of the
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small farmers held leadership positions in the Farm Bureau, but about
a fourth of large operators held such positions. Three-fifths of the
small farmers had never had any contact with the County Agent, as com-
pared with only 1/5 of the large who had not had contact." (Coleman,
1951)

Somewhat in contrast to Coleman's findings, Slocum and others
state, ""Size of farm was not significantly related to the level of
Extension contacts. Low contact operators tended to have fewer assets,
lower net worth, less debt, less valuable machinery, fewer farm expenses
and lower agricultural income. (Slocum and others, 1958, P. 27)

Rogers and Capener reported, 'Farmers who make the greatest use
of their County Extension Agent were found to operate the largest farms
and earn higher farm incomes." (Rogers and Capener, 1960, P. 19)

Photiadis reported that the following factors were found to be
related to agent contact and significant at the one percent level:

1) Acres farmed, 2) Value of livestock, 3) Value of machinery, and
4) Gross farm income. (Photiadis, 1961)

Contacts with the county agent vary in purpose from obtaining a
bulletin to budgeting the consequences of a major change in the farm
business. The literature does not contain many references to this dif-
ferential use of the county agent. All of the farmers in this study are
known to have some contact with the county agent through their partici-
pation in the Telfarm record keeping program. Therefore, it has been
decided to study county agent contact not only in the context of fre-
quency of contact but also from the standpoint of quality of purpose
of the contacts.

Based upon the literature review presented herein, the following

hypotheses are proposed for study.
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Hypothesis 5: "Manager of the Year" award winners have higher ex-
tention agent contact scores than do non-award winners.

Hypothesis 6: Managers who operate as partners have higher ex-

tension agent contact scores than do managers who operate as sole-

proprietors.

F. Risk

Heady states that, "Risk refers to variability or outcomes which
are measurable in an empirical or quantitative manner. It is only
necessary that the probability of outcome or loss can be established
for a large number of cases or observations." (Heady, 1952, P. 440)

Risk and uncertainty are often cited in farm management liter-
ature and discussed in the context of how farm managers function in
their presence.

Uncertainty differs from risk in that with uncertainty, the
probability of variability or outcomes can not be established through
empirical or quantitative means.

Heady goes on to say, "Pure risk does not, or need not, have
impact of a nature to affect decision-making and resource use. Since
pure risk involves complete knowledge of the mean and modal outcome,
the range and dispersion of outcomes, losses and gains which grow out of
risk phenomena can be incorporated into the firm's cost schedule." (Heady,
1952, P. 442)

If risk does not, or need not affect decision-making, then why
should it be studied? The important phrase in Heady's statement is
""need not". While it need not affect decision-making, it often does.
Farmers incorporate risk into their cost schedules to varying degrees.

The primary means of doing this is through insuring against the occurrence
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of the event involved. Examples include insuring against fire or hail
through formal insurance schemes and insuring against drought or de-
creased crop yields through informal schemes such as carrying over
feed supplies from one year to the next.

The Inter-state Managerial Study found these personal or manager-
ial characteristics and problematic situations most frequently associated
with insurance use: degree of price risk of the main product, (i.e.,
whether the main product had government price support and had relatively
high or low price variability), ratio of debts to assets, net worth,
years of formal education, age, years of farm experience, number of de-
pendents and whether a farmer was willing to be the first, or preferred
to wait in adopting new farming methods. Farmers' expectations as to
changes in farm technology, their willingness to insure at unfair odds,
percent of gross income from farming, concern for Types 1 and II errors,
farmers' expectations as to changes in government programs and policies
for farmers, percent income from main product, level of gross income,
nonfarm experience, and tenure, (i.e., percent of acres rented to acres
managed) , were infrequently associated with insurance use. (Johnson et
al., 1961, P. 112)

Peacock found that willingness to accept risk was one of the
factors which was useful in explaining managerial performance when
measured in terms of parity income. (Peacock, 1970)

The following hypotheses are made with respect to the willingness
of farm managers to accept risk.

Hypothesis 7: '"Manager of the Year'" award winners have a greater

willingness to assume risk than do non-award winners.

Hypothesis 8: Managers who operate as partners have a greater
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willingness to assume risk than do managers who operate as sole-pro-

prietors.

G. Goals

Goals are objectives or levels of achievement to be attained at
some future time.

Goal formation is one of the initial steps of the management pro-
cess.

Suter says with respect to goals and the farm manager, '"The suc-
cessful manager has a specific set of goals and objectives. The success-
ful manager knows what he wants, he knows where he is going, and he
generally knows why.

"The successful manager has a set of goals and objectives that
have been intelligently conceived.

"Goals, to the unsuccessful manager, are in many cases, non-ex-
istent. He knows not what he wants." (Suter, 1970)

Boettinger stated, '""The (planning) process begins by acquiring in
some way what we can call "aims". Aims can spring from inheritance,
rational calculation, divine revelation, irritation, shrewd discern-
ment of opportunity, fear, love, dissatisfaction or any other shock
to the mind. They are essentially visions, in a non-pathological sense,
of desired future states. They are also the '"sine qua non" of the plan-
ning process." (Boettinger, 1970)

Wilkening and Van Es studied goals among German farm families and
found farm size to be highly associated with aspirations for the farm
and for the home and with attainments in both. A positive relationship

was found among large farms between degree of farm aspirations and
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attainment of higher incomes and farm mechanization. (Wilkening and
Van Es, 1967)

Nielson found in Michigan that, '"There was a significant relation-
ship between clearness of farm goal orientation and net farm earnings.
There was a very strong tendency for those with clearly formulated goals
to be in the highest earnings group and a fairly strong tendency for
those in category with goals not clearly formulated to be in lower in-
come groups.'" (Nielson, 1962b, P. 25)

The following hypotheses are made with respect to goal orienta-
tion.

Hypothesis 9: 'Manager of the Year" award winners have a greater

goal orientation than do non-award winners.
Hypothesis 10: Managers who operate as partners have a greater

goal orientation than do managers who operate as sole-proprietors.

H. Credit

"The word credit comes from the Latin word 'credo'" meaning "I
believe." Hence, credit is based upon confidence. When one borrows
money, the loan is based upon confidence in the future solvency of the
person and in his repaying the loan as per agreement. In this sense,
credit means ability to command the capital of another in return for a
promise to pay at some specified time in the future." (Nelson and Murray,
1967, P. 92)

Irwin, in his discussion of firm growth, points out the role of
credit when he states, '"The firm has a balance sheet as well as a pro-
duction mechanism. The nature of the balance sheet items, in combina-

tion with the efficiency of the production mechanism in generating cash
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flows, are the interface with an off-farm capital market. This market,
together with the rate at which the production mechanism generates re-
gidual funds internally and the rate of consumption withdrawal, deter-
mines a maximum for the investment process.

"In its simplest terms, the principle of growth is to acquire
control of the services of additional productive resources by paying
a price less than they will earn. The process of growth is, at its
core, obtaining funds to purchase these resources, either internally
or from external sources." (Irwin, 1968)

While credit can play an important part in the growth of the firm,
not all farmers view indebtedness with equanimity. Nelson and Murray
point out that, "Fear of debt has been a factor in management decisions
of farmers for a long time. In some cases farmers expressed this fear
by feeling it was bad to be in debt. They felt debt was something to
be avoided at almost any cost. This view was expressed long ago by
Shakespeare where he had Polonius say:

Neither a borrower nor a lender be,
For loan oft loses both itself and friend,
And borrowing dulls the edge of husbandry.

This attitude continues to be held by some farmers today; these
borrow only after they run out of money and have to borrow." (Nelson
and Murray, 1967, P. 93)

Despite the role of credit in modern agriculture not all studies
have shown attitude toward credit use to be related to managerial per-
formance. Peacock, in his study relating managerial performance to
parity of income, found attitude toward credit use to not be an im-
portant predictor of parity income levels.

These hypotheses are made with respect to credit usage.
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Hypothesis 1l: 'Manager of the Year' award winners have a more
liberal attitude toward credit than do non-award winners.
Hypothesis 12: Managers who operate as partners have a more
liberal attitude toward credit than do managers who operate as sole-

proprietors.

1. Education

Education has become a universal part of American life. Despite
the fact that education through high school has been available to almost
everyone for all of the twentieth century, we find a wide variance among
farmers in the amount of formal schooling which they have had. Numerous
studies have examined the relationship between education and managerial
performance. Most of these have been in the area of the adoption of
farm practices.

Lionberger states, '"The relationship between years of schooling
and farm practice adoption rates is likely to be indirect, except in
cases where persons learn specifically about new practices in school.
Where this is not the case, education may merely create a supposedly
favorable mental atmosphere for the acceptance of new practices. Since
favorable orientations may be gained outside the schoolroom, correlation
between years completed and adoption of farm practices is not always high.
Nevertheless, more than eight years schooling is almost always assoc-
iated with higher adoption rates than lesser amounts. Here, as with other
variables associated with the adoption of farm practices, clear-cut re-
lationships are hard to establish because years of schooling is related
to other factors likely to condition adoption rates, as for example in-

come and age of the farm operator." (Lionberger, 1960, P. 97)
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Wilkening found, '"While the level of formal education of the young-
er and older farm operators varies considerably, education completed is
highly associated with the acceptance of innovations in farm matters.
Education of the operator is as highly predictive of the approval of im-
proved practices and adoption of those practices as any other socio-
economic factor". (Wilkening, 1952, P. 44)

""Research findings generally indicate that farmers who are among
the first to adopt new practices have the most formal education. 1In a
Midwestern study, innovators averaged slightly more than a high school
education; about twenty percent were college graduates. In contrast,
the laggards averaged only slightly more than a grade school educa-
tion." (North Central Rural Sociology Subcommittee for the Study of
Diffusion of Farm Practices, 1961, P.6)

Hess and Miller studied the relationship between level of educa-
tion and farmer success. They found, "Higher levels of formal school-
ing appeared to be reflected in higher knowledge scores and higher
labor incomes. The 79 grade school operators had labor incomes aver-
aging $2,547. The average labor incomes for the "high school" and
"more than high school" groups were $3,166 and $3,286 respectively."
(Hess and Miller, 1954)

Peacock in studying the personal traits of managers as related
to parity of income found level of education useful in predicting man-
agerial performance. (Peacock, 1970)

Based upon this review of the literature, we make the following
hypothesis.

Hypothesis 13: ''Manager of the Year'" award winners have a higher

educational level than do non-award winners.
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J. Role of the Wife

Farming in America is a family business. The farming operation
is usually carried out at the farmer's place of residence. For this
reason, the entire family is usually involved in the operation and
management of the farm business. Thus, joint decision-making between
the husband and wife is more prevalent in farming than in other types
of businesses. The role of the wife has been studied by several re-
searchers.

Burchinal has stated, "It is generally believed that semipatri-
archal patterns characterized rural family life 100 years ago. Hus-
bands and fathers made most of the important decisions, and only a few
family tasks were the joint responsibility of males and females.

"If farm and rural family life formerly was based on semi-patri-
archal norms, these norms are not evident among farm, rural, and urban
families in Iowa today. The considerable homogeneity found among family
decision-making role patterns for the present sample suggests that, in
Iowa at least, some of the main values for organizing family relation-
ships are widely diffused and reflect general values of our urbanized
society." (Burchinal,b1964)

Suter, in commenting on the role of the wife in managing a farm
states, 'Most farmers have, at one time or another, the need for a bona
fide critic with whom one can brainstorm a new idea, think it through
realistically, and double check the calculations. When the farm wife
assumes this role, the farm operator has financial, legal and other
advantages. In fact the wife as a partner is the most valuable and

the least costly consultant one can have." (Suter, 1970)
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Craven in reviewing the literature on the family role in decision-
making found that joint participation in decision-making appears to
have some relationship to gross farm income and level of living. It was
found that as gross farm income increased there was a greater tendency
for level of living to be associated with individual rather than joint
decision-making.

As the farm operation becomes more specialized and gross income is
high there is a tendency for the wife to be less involved in family de-
cisions. In addition to the influence that competition for resources
may have on the wife's participation in low and medium income or debt-
ridden families, it may also be that the wife in high economic status
families feels less capable of sharing the responsibility of specialized
farm management decisions.

Role is also influenced by type of decision. Major decisions are
usually made jointly. Intermediate capital investments such as machinery
and daily decisions are more likely made by the husband without discus-
sion with the wife. This pattern holds in high income as well as low
and medium income farms. (Craven, 1963)

Wilkening and Guerrero found that adoption of recommended farm
practices is higher when both husband and wife have '"high aspirations"
for farm improvement than when only one or neither has "high aspir-
ations". This was found to hold for both high and low income groups.
(Wilkening and Guerrero, 1969)

Wilkening found in a study of joint decision-making, that the
joint involvement of husbands and wives in major farm and home decisions
was significantly related to the degree of commercialization of a farm

but in a non-linear way. Joint decision-making was high for the middle
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group but low for the high and low groups. (Wilkening, 1958)

Based upon the studies cited herein the following hypotheses
are made with respect to the role of the wife in farm decision-making.

Hypothesis 14: The wives of '"Manager of the Year" award winners
are less involved in the farm decision-making process than are the wives
of non-award winners.

Hypothesis 15: The wives of managers who operate as sole-pro-
prietors are more involved in the farm decision-making process than

are the wives of managers who operate as partners.



CHAPTER III

PROCEDURE

A. Design of Study

This research was conducted as a field study. Field studies are
ex post facto scientific inquiries, utilizing non-experimental tech-
niques, to study the relationship between variables, describe situations
and to test hypotheses.

Two techniques were used to collect the data for this study. A
field survey was conducted to obtain data on personal characteristics
and managerial traits from the farmers included in the sample. Farm
record analysis was used to obtain physical and financial data for each
farm from the Telfarm electronic farm records which are located on the

Michigan State University campus.

B. The Sample

This study required three groups of respondents in order to test
the hypotheses proposed for study: one group of 'Manager of the Year"
award winners who operated as sole-proprietors, one group who were sole-
proprietor non-award winners, and a third group of partnership operated
businesses who were 'Manager of the Year" award winners.

The population for this study was 333 Specialized Southern Michigan
dairy farms participating in the Telfarm electronic record keeping pro-
gram and whose records had been analyzed by Brown and Speicher in Agri-
cultural Economics Report No. 175. (Brown and Speicher, 1970) However,

33
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11 of the '"Manager of the Year" award winners were not within this group
of 333, Eight were located in Hepp and Brown's Southern Michigan general
dairy summary. (Hepp and Brown, 1970) Three of the farms were found in
neither group. As all three were partnership operations and their records
were needed to increase the size of the sample, their 1970 business
records were analyzed to see if they qualified as specialized dairy farms.
The examination of their records proved them to be satisfactory for use
and they were included in the sample of partnerships, giving a total of
14 partnership-operated businesses.

Thirty-one dairy farm sole-proprietor 'Manager of the Year' award
winners had been chosen between 1966 and 1970. Fourteen of these were
randomly selected, using a random numbers table, to equal the 14 partner-
ship award winners which existed. Additionally, 14 sole-proprietor non-
award winners were chosen at random by use of a random numbers table
from the 305 farms in Brown and Speicher's specialized southern Michi-
gan dairy farmgs., The 305 from which the non-award winner sample was
drawn is the original 333 farms which were studied by Brown and Speicher
less 28 award winners who were among the 333 in the study.

The random sample of non-award winners can not be considered as
average southern Michigan dairymen. The fact of their participation
in the Telfarm program makes them in this respect alone, different from
the average. However, this group is considered to be representative
of southern Michigan commercial dairymen and typical of the clientel of
the Michigan State University Extension dairy program. Based upon an
analysis of the 1964, U.S. Census of Agriculture for Michigan, the ran-
dom sample of non-award winners appears to be representative of economic
class I, II and III farms which includes farms with $10,000 of gross

farm sales and more.
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The sample of 42 dairy farms was located in 20 southern Michigan

counties.

C. The Questionnaire

The questionnaire consisted of three sections. Section one was
administered to all respondents. Section two was administered only to
respondents who operated as partners and section three was administered
to all "Manager of the Year" award winners.

The questions in Section one were grouped into seven categories.
They were: farm practices, farm labor information and practices, seven
questions designed to test seven of the eight proposed hypotheses,
growth, changes in farm practices, personal data, and capital invest-
ment and indebtedness.

A copy of the questionnaire is displayed in Appendix B. The
questionnaire was pretested on two southern Michigan partnership-oper-
ated dairy farms who were non-award winners. Section three of the
questionnaire was not pre-tested due to award winners not being readily
available for pre-testing. Also the section was not complicated, did
not pertain to the testing of hypotheses, and did not appear to pose
any special problems. This analysis of the situation proved to be ac-
curate when the questionnaire was taken to the field.

The pre-test did not reveal any special problems within the sur-
vey instrument and no changes were made as a result of the pre-test.
This evaluation proved to be accurate as no special problems arose with

respect to the questionnaire during the survey of the respondents.
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D. The Survey and Data Collection

The field survey was initiated by a letter of introduction to
each of the respondents by Prof. John C. Doneth. A copy of the letter
is displayed in Appendix A.

Each respondent was contacted by telephone and an appointment was
made for the conducting of the interview at his farm. There was one
refusal to consent to an interview.

The 42 farm interviews were conducted in 14 work days within the
period April 15 - May 3, 1971.

The time of the interviews varied between 45 and 75 minutes, de-
pending upon how many sections of the questionnaire needed to be pre-
sented to t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>