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EXECUTIVE SUMMARY
PART I – DESCRIPTION OF THE PROJECT


The terms of reference of this project were;
o to review recent research into business competence amongst
farmers, including business competence in relation to diversified
activities, and summarise the findings and conclusions and identify
where there are still knowledge gaps which require further research
to fill.
o to carry out a stock take of wholly or partially public funded
measures and initiatives that are carried out in England, whose
objectives, overtly or otherwise, include raising business
competence amongst farmers.
o To consider the policy implications of (i) and (ii).



Technical competence (for example, in crop and animal production
processes) is required for a farm to be successful in the business sense,
but this is not the focus of the present study.



The project was carried out largely as a literature review, with a small
amount of discussion with stakeholders.

PART II - RESEARCH INTO BUSINESS COMPETENCE AMONG
FARMERS
•

Using terminology developed from Rougood et al. (1998), business
competence of an individual can be seen as the possession of the
personal skills to deal with emerging problems and opportunities at the
right time and in the right way, and to carry out the set of inter-related
tasks necessary to allow the farm business to adapt.

•

These skills can be described; they include business planning (including
strategic planning), financial management, people management, sales
and marketing, leadership, collaboration, and risk management.

•

As the period under consideration increases, the mix of skills involves
an increasing component of what are essentially entrepreneurial skills.

•

A business may possess competence drawn from the skills and abilities
of more than one individual, and the overall competence of the business
management will reflect this summation. The way that different people
found on a holding have business skills and exercise them to achieve
business competence for the farm as a whole is an interesting subject for
research.

•

Some business skills need not be possessed personally by farm operators
(or the persons working in the farm business) if there is a capacity to buy
them in (consultants, advisory systems etc.).
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•

The attributes that determine the competence of a farmer are multi-factor
and, while some are capable of change by education or by training (such
as in business planning), some are not easily manipulated (such as
certain forms of intelligence). Change in these must rely in the longer
term on succession and turn-over among the operators of farm
businesses.

•

The role of general education and its relation to training in specific
business skills is complex. The difficultly of distinguishing the impact
on business competence of education (which involves the combining of
knowledge, skills and abilities, understanding and problem-solving) and
that of vocational training is encountered throughout this report. Higher
levels of education appear to be associated with greater awareness of the
benefits from training and with innovation

•

The picture of business competence among English farmers and farms is
not entirely clear. Improvements in basic statistics are needed (for
example, information on the educational and training of household
members, not just the principal farmer), and options to fill such gaps
should be considered.

•

From available evidence it appears that the formal educational
qualifications of England's farmers appear to be relatively low compared
with operators of other small businesses.

•

In international terms, if comparisons are restricted to HE and FE that
are strongly linked to the sector (but including technical subjects), UK
agriculture seems to rank about one third from the top among EU
Member States, much higher than Italy or Spain but with less than half
the levels seen in Germany and France. But it seems to be lower placed
when only the larger-area farms in the EU are considered.

•

Evidence on the association between factors thought to influence
business competence (such as education) and farm performance is less
clear-cut that might be assumed, though there is little to challenge view
that greater business competence is desirable.

•

More specific information could be useful in demonstrating the benefits
of taking steps to improve management competence and in encouraging
take up of training opportunities.

•

Other factors associated with good performance are more determined by
biographic characteristics, for example motivation.

•

Better performing farm businesses tend to be those that apply specific
business skills, in particular planning. Lantra has evidence of skills gaps
in specific business skills. The extent to which these gaps handicap the
productivity and competitiveness of agriculture is not clear and deserves
further research.

•

Relationships can be found between change on the farm and educational
qualifications and management skills, but these do not seem to be strong.
In view of the importance of adaptation of farms and structural
adjustment as responses to change, including to shifts in support
mechanisms, this is an area in which more research is recommended.
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•

Many of the routes of by which a farm becomes part of a diversified set
of economic activities (such as being run by a pluriactive farmer, and
diversification of the business) bring skills into this sector. A competent
entrepreneur from a non-farming background will recognise where skills
are needed and take the steps necessary to ensure they are available in
the types and quantities requiredl. This will include taking up (perhaps
not in person) training courses and making use of consultants.

•

There is an information gap on the extent to which skills associated with
business competency are brought into the sector by pluriactive incomers.
This suggests an area for further research.



Several types of barrier to acquiring business competence by farmers
have been identified. These include
o Personality of the present cohort of farmers
o Structure of the industry (business size and family nature of
farms)
o Information deficiencies
o Costs to the individual of education and training
o Characteristics of delivery mechanism of education and training
o Time constraints of trainees
o Lack of social capital (for example, where networking is poorly
developed)



Only some of these barriers are capable of being addressed by policy, of
which information deficiencies and avoidance of problems in the
delivery system seem the most readily lowered barriers.

•

There is evidence for a relationship between age and formal educational
qualifications, though this is probably largely a 'vintage' effect and can
be expected to be now much diminished.

•

Changes in the way that farm businesses are run, with a greater spread of
managerial and entrepreneurial responsibility, is probably reducing the
relevance of any link with the age of the person recognised for statistics
purposes as the principal farmer. This reinforces the need to develop
suitable household-level data sources (covering multiple households as
necessary).

•

No estimates of the rates of return to different forms of education and
training in an agricultural context appear to be available, either in
general or in relation to business skills. Without this information it is not
possible to judge the marginal efficiency of using public resources in
supporting education and training in agriculture or to compare
alternative ways of improving business competence.

•

Estimating private rates of return in agriculture (that is, calculation using
the costs and benefits to the individual) and social rates of return (that is,
comparing the resource costs and overall benefits, which may be greater
than those accruing to the trained person) seem to present a useful
avenue of economic research.
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PART III – STOCKTAKE OF PUBLICLY FUNDED MEASURES
•

In general, education appears to raise national productivity and
strengthen the national economy. Attempts to raise the level of business
competence in agriculture by training in specific business skills must be
seen against the wider background of the provision of education

•

Education seems to facilitate enhancing business competence in other
ways, such as searching for information, increasing innovation and the
greater use of advice and training.

•

Comprehensive figures on the supply of education and training using
public resources that impacts on agriculture are difficult to come by, not
least because education is often generic.

•

Courses directly concerned with business competence are only part of
this provision and are not well described in data sources.

•

Some training in skills related to business competence takes place
outside the publicly-supported framework

•

Some training is available specifically for people currently working in
agriculture. The Vocational Training Schemes (VTS) is restricted to
those working mainly in agriculture and closely related sectors. Public
spending on the VTS is not large in relation to that going on FE courses
and training, which are not restricted to people currently in the industry.

•

The provision of VTS courses is not directly demand-led but there is a
logic in identifying and filling skills gaps.

•

Only about a third of VTS activity is to do with skills that are clearly and
obviously related to business competence (and with ICT excluded),
though this has risen over time.

•

Although the evidence is not yet strong, VTS seems to improve the
income of the farm in only a minority of cases, but there are wider
effects that may pay off in the longer term.

•

The picture of public sector support of training cannot be fully described
without reference to activities taking place under the other Structural
Funds. The extent of this is not easily judged.



Though explicitly not covered by this study, public resources are
currently involved in the provision of certain forms of farm business
advice and benchmarking. Both are tools that competent business
operators can use and can be expected to increase the effectiveness of
training in business skills. No attempt is made here to consider the case
for public funding of advice or benchmarking.

PART IV – POLICY IMPLICATIONS OF THESE FINDINGS


The rationale for using public funds to intervene in the economy may be
expressed in terms of economic efficiency (especially with respect to
market failure), equity (in particular assisting groups that are seen as
5

Project on Business Competence – Berkeley Hill

disadvantaged) and political economy (for example, to secure some
political objective, such as agreement to the reform of agricultural
policy).


Public finance of certain types of training can be justified on economic
grounds (such as in the provision of environmental services which have
public goods characteristics). In contrast, the case for public support of
measures to improve business skills may be far less secure, though
issues of political economy and equity may be important. The rationale
for intervention to raise the level of business competence needs to be set
out more clearly than happens at present.



Because of information deficiencies (a form of market failure), operators
of small businesses (including farmers) may not necessarily be the best
judges of their own training needs in business competence skills.
However, problems are experienced if the supply side determines what is
provided. This suggests that a balance has to be struck between the
demand expressed by existing farm operators and external assessments
of training requirements.



Problems faced by farmers in gaining business competence skills seem
mostly to be common to businesses that are small and located in rural
areas, rather than being unique to agriculture.



There are many aspects of agriculture's performance that would appear
to benefit from greater levels of business competence and many policy
issues to which it is relevant. In particular, agriculture needs to adjust to
the drivers of change (including policy reform) and greater business
competence implies that adjustment will be easier. More research seems
needed on this important link.


The existence of market failure does not, by itself, justify intervention.
For intervention to be efficient the value of the additional benefits to
society that flow from the intervention must be at least as large as the
value of public resources used in this way.

•

Public benefits from higher business competence brought about by
education and training are difficult to measure, as they may stretch over
a long period and involve non-market goods and services. Nevertheless,
an attempt at valuation should be made and compared with the private
and public costs.

•

Providing information to farm operators on the private benefits from
training may be a candidate for the use of public funds where there is an
element of market failure (that is, where voluntary solutions are
insufficient).

•

The key to improving business competence in the longer terms seems to
lie with encouraging higher levels of education, as this appears to
heighten awareness of opportunities, including for the use of advice,
training and innovation. Education, training, CPD and advice should be
seen as part of the same system and undue compartmentalism should be
avoided.
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PART 1 – DESCRIPTION OF THE PROJECT
I.1. Background
There is widespread interest in OECD countries with the performance of small and
medium enterprises (SMEs). Many countries (including the UK) have research
groups that study them and public sector bodies charged with examining how their
management can be improved by giving them access to suitable skills, to the benefit
not only of the firms themselves but also to the national economy. Examples of
literature coming from them include, for the UK, the Council for Excellence in
Management and Leadership working group on SMEs (2002b), for New Zealand,
Tweed (2005) and Massey (2005), FAS/Enterprise Ireland (2005) and Industry
Canada (2005). In addition to national research, a number of international studies
have attempted to look at evidence and practices across a range of countries, with
particular attention being given to identifying best practice (OECD, 2003;
Observatory for European SMEs. 2003). Mostly these studies deal with SMEs in
general, though some research is directed at particular sectors, such as firms
developing computer software and biotechnology.
Agriculture in England is an industry in which businesses at the bottom of the size
range of SMEs dominate the structure in terms of numbers; a similar pattern is found
in most other EU Member States. While farms can be expected to exhibit many of the
generic characteristics of SMEs, a case can be made that they are also sufficiently
different (policy context, location, exposure to risk, family ownership and operation
etc.) that a separate look at the issues faced in developing the business capacity of
their managements is justified.
Defra's current interest in business competence and how it might be improved has to
be set against the long-standing concern by government in improving the performance
(and thus the competitiveness) of the agricultural industry. A commonly
acknowledged feature of farming in England (though not unique to this country) is the
wide variation in economic results among farms of similar sizes and types. The Policy
Commission on the Future of Food and Farming (Curry, 2002) drew attention to the
range of efficiency in the industry that cannot be entirely explained by factors such as
differences in climate or soil quality. Disparities in competence of the operators is
likely to contribute to the phenomenon. The competitiveness the sector as a whole
might be expected to rise if the management of the lower-performing farms were to be
improved. This mirrors the more general finding of the UK Council for Excellence in
Leadership and Management (2002a, 2002b) that improving the quality, calibre and
capacity of operators of SMEs could have a significant impact on the British
economy.
Farm management advice has frequently involved drawing comparison between
results achieved by the average farmer and those obtained by the better-performers
(such as the top 20%), with searching for explanations for such differences, and with
making changes on the less-well-performing businesses so that they can move nearer
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the premium group. "Benchmarking" 1 is a development of this practice, and the
better managers in agriculture can be expected to use benchmarking as a business
tool.
Other factors making this an opportune time to look at business competence in
agriculture include the following:


The introduction of the Single Farm Payment from 2005 is thought to throw
greater emphasis onto the need for business skills, both to adapt and to
continue farming in the more competitive environment.



Defra's has a commitment, under Public Service Agreement 2005-08 (PSA4
Productivity), to reduce the gap in productivity between the least well
performing quartile of rural areas and the English median by 2008. Improving
business competence among farmers is likely to form part of the means by
which this may be brought about.



Defra's participation in the government initiative (co-ordinated by the
Department for Trade and Industry) to the Business Support Simplification
Programme, announced by the Chancellor in the 2006 Budget, may carry
implications for the way that training in business skills is delivered.

According to the documentation that Defra issued when commissioning this project,
in recent years there have been various research projects into business competence
amongst farmers. There have also been publicly funded measures and initiatives
aimed at raising business competence. Business competence links into three key
outcomes that Defra is seeking: sustainable farm based businesses, improved
environmental performance, and animal health and welfare-friendly food. Defra was
aware of the need to carry out a stock take of this research and other activities so that
a robust assessment could be made of the requirement for any further work.

I.2. Terms of Reference and research objectives
The terms of reference of this study were as follows:
To undertake a literature review of research that has been undertaken since
1st January 1995 into business competence amongst farmers, both in the
UK and abroad, and to carry out a stock take of wholly or partially public
funded measures and initiatives that are carried out in England, whose
objectives, overtly or otherwise, include raising business competence
amongst farmers, including business competence in relation to diversified
activities, and to consider the policy implications.
In a clarification of coverage by Defra, it was agreed that 'business competence' did
not relate to skills in the physical processes involved in agricultural production, such
as technical competence in carrying out spraying on crops or in timing of
insemination of dairy cows. Nevertheless the management of a farm forms a clear
nexus between technical and economic matters, so that business competence must
1

"Benchmarking: The competence to identify comparative operations an benchmark against key
performance indicators." FAS/Enterprise Ireland (2005)
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embrace the capacity of management to secure satisfactory levels of technical
performance, including the absorption of innovations.
The objectives of this project were:
(i)

To review recent research into business competence amongst farmers,
including business competence in relation to diversified activities, and
summarise the findings and conclusions and identify where there are still
knowledge gaps which require further research to fill. In this context research
into business competence includes issues such as:
a.
the extent to which farmers have business competence,
b.
impact of business competence on the farm business,
c.
extent to which business competence impacts on development of the
business, including uptake of diversification,
d.
extent to which diversification impacts on business competence,
e.
barriers to acquiring business competence,
f.
why some farmers have business competence and others do not,
g.
relationship between age and business competence

(ii)

Carry out a stock take of wholly or partially public funded measures and
initiatives that are carried out in England, whose objectives, overtly or
otherwise, include raising business competence amongst farmers. This
includes initiatives not specifically aimed at farmers but available to them.

(iii)

To consider the policy implications of (i) and (ii).

I.3. Methodology
These tasks were to be accomplished very largely by a review of literature. This is
listed at the end of this report, together with a related bibliography of entrepreneurship
in agriculture.
In the typology of reviews presented by P. Davies in the HM Treasury Magenta Book
(2003), this review is in part one of narrative type (for the coverage of business
competence training and observed relationships between skills as an input and
business outputs such as profits or rates of innovation). An attempt has been made to
cover the contents of the main academic journals in agricultural economics and farm
management and to explore the 'grey' literature by electronic searches. Relevant work
commissioned by Defra has been taken from its website. As far as the stock-take of
measures / schemes is concerned, the aim was for a systematic review, that is a
complete coverage. In synthesising findings caution has been exercised to avoid the
main sources of bias and quality problems that are outlined in the Magenta Book.
When gathering information on public funded measures and initiatives carried out in
England, whose objectives, overtly or otherwise, include raising business competence
amongst farmers, the contract foresaw that:
•

it might be necessary to go beyond a review of published and unpublished
material.

•

relevant contacts might need to be consulted.
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•

coverage of funded measures and initiative should extend to those not
specifically aimed at farmers but available to them.

In line with these intentions, a meeting took place with a representative of Lantra
(arranged by Defra and with Defra staff participating) and a discussions was held with
participants in an Advanced Farm Management course, a Continuing Professional
Development (CPD) activity held under the auspices of the Worshipful Company of
Farmers at the Wye campus of Imperial College and supported by the Vocational
Training Scheme of the England Rural Development Programme 2 .

I.4 Structure
Following this outline of the project, Part II reviews the literature on research into
business competence and how it relates to the performance of agriculture in England,
using the list of issues identified by Defra when commissioning this project as a
template, though with additions. In doing so a number of areas are encountered in
which the evidence is weak and where it seems important that strengthening should
take place. Part III reviews the measures, supported using public funds, that are
intended, directly or indirectly, to raise the level of business competence among
farmers and farms. Part IV considers the policy implications of the findings.

2

In relation to later material in this Report, it is interesting to observe that this course does not lead to
a recognised professional or educational qualification, is held off-farm, is residential, is intense over a
period of several weeks, and involves some direct costs to the individuals taking part. It is also subject
to detailed feed back from participants, which helps shape subsequent courses, with a generally high
respect for the enhancement that is made to their business skills. In retrospect at least some would have
been prepared to bear the entire cost of the course, or recommend that the businesses from which they
came did.

12

Project on Business Competence – Berkeley Hill

PART II – RESEARCH INTO BUSINESS COMPETENCE
AMONG FARMERS
II.1 Clarification of the term 'Business Competence'
A necessary early task is to clarify what is meant by the term 'business competence'.
In particular, there is a need to differentiate between business competence and the
contiguous concept of entrepreneurship. While there is a substantial literature on
entrepreneurship (see later), that on business competence is far less extensive.
Business competence is not easily susceptible to precise definition. Rather, it may be
described as comprising the ability to carry out a set of tasks associated with running a
business over a period. These tasks and the balance between them will reflect
parameters of the business, such as its scale of operation. The structure of the landbased industries (including agriculture) in the UK is dominated numerically by microbusiness 3 , typically operated by farm families with small amounts of hired labour.
Their business form is mainly sole-proprietorships and partnerships, though
companies (typically family-owned and managed) of some assume greater
significance among the larger businesses. Agriculture is frequently combined with
other economic activities within the same set of business accounts, particularly among
small farms.
In a review of the meaning of 'competence' (in the context of entrepreneurship in
agriculture) Bergevoet et al. (2005), drawing on general literature, describe it as the
ability to perform specific tasks. This ability reflects underlying knowledge, skills,
abilities, personality traits, and know-how that result in effective task fulfilment.
These factors shaping competence are (a) context-bound (b) subject to change, (c)
connected to activities and tasks, and are (c) interrelated (cited from Stoof et al.,
2002). Business management on farms provides one particular context in which
specific tasks are performed with competence.
Another perspective is given by Green and Hardill (2003) who point out that 'skill' is a
multi-dimensional and dynamic concept, but the idea of competence or proficiency
lies at its core. Business competence in the present context comprises a combination
of a set of related skills.
Indications of what these skills involve come from a number of sources. For the UK
the Council for Excellence in Leadership and Management (2002a, 2002b) reported
that the skills which entrepreneurs of SMEs identify as crucial to building strong
businesses are abilities with people and with strategic and analytic thinking. A more
detailed list of the set of skills for "High Performance Management" practice (also
referred to by the term Total Quality Management) in small businesses in general has
been articulated by research commissioned for the Expert Group on Future Skills
Needs in Ireland (FAS/Enterprise Ireland, 2005). Some 19 skills and abilities are
3

Lantra's Skills Foresight 2001 found that sole operators formed 60% of all businesses in the landbased sector (which includes other activities in addition to agriculture), 34% employed 1-10 people and
only 6% employed more than 10. Lantra (2001b). Three quarters of all main agricultural holdings in
provided work for fewer than 3 regular workers in 1997,
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listed; these are reproduced in Annex 1 to this study report. However, the OECD
(2003) points out that the composition of the bundle will be rather different for those
starting up SMEs from the set that is appropriate to running established businesses.
Start ups will need training in formulating business plans, identifying markets, hiring
workers and complying with government regulations. More established businesses
need skills in marketing and exporting, product development, process improvement,
identification and use of new technology, increasing cooperation between staff,
enhancing networking, and generally improving adaptability and flexibility.
The specific skill requirements of competent business management in agriculture can
be expected to be similar to these, but there may be differences, at least in the balance.
One way to map the skills appropriate to agriculture is to observe what suppliers and
researchers commonly list as the activities they are attempting to underpin or
investigate. The literature reflects a range of levels of professional activity and
degrees of completeness of coverage of activities; what is appropriate to assist the
operator of a small farm to become more proficient in electronic communications is of
a different order of magnitude from the attempt to provide a comprehensive training
to the manager of a large and diversified agri-business. Several publications of this
type have been encountered.
In the Action Plan for Farming SkillCheck Report, Lantra (2000?) outlined nine key
areas that it saw as training needs, which it investigated as preparation for the
introduction of the Vocational Training Scheme, a strand within the England Rural
Development Programme 2000-06. These areas were as follows:
Financial planning
Business management
Marketing
Resource management
Staff and self management
Looking at new ways of working
Use of Information Communications Technology (ICT)
Conservation and the Environment
Diversification Opportunities
Following on from this analysis of training needs, the various categories under which
assistance was offered to activities via the VTS were elaborated. Those that broadly
relate to 'business competence' within the RDP are shown in Box II.1. This list
reflects priorities seen at the national level, and these may be subject to regional
variations. Note that this list excludes training needs related to technical proficiency
in agriculture, horticulture, forestry or food production (including animal welfare and
hygiene).
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Box II.1 Categories of training actions relating to business competence
that are eligible for support under RDP (Technical skills in agriculture and
horticulture, forestry and food production covered by the VTS are not included
in this list)
Information and Communication Technology (ICT) skills – training ranging from the most
basic to advanced skills, to enable the use of ICT based business record keeping, planning and
farm management systems, and to encourage effective business use of ICT.
Business skills – this covers all aspects of running and operating a business from organising
business paperwork and office systems through to the development and implementation of a
business plan. The preparation of financial information, its importance and use are also
covered.
Marketing skills – areas covered include understanding the needs of customers and
consumers, understanding how the market is changing, preparation of a marketing plan and all
forms of marketing and promotional activity. Customer care skills, direct marketing to the
public and the development of farmers markets will be dealt with under this category.
Conservation and environment skills – this area includes a wide range of activities from the
identification of wildlife habitats through to pollution control and the management of fertiliser
and pesticide usage. The integration of good environmental practice in farm management
plans will be covered as will traditional management techniques and skills e.g. dry stone
walling, hedge laying, coppicing, heather and moorland management
Diversification opportunities – farmers and foresters will be prompted to consider
diversification opportunities and will be taught the skills required to make diversification a
success. This category will cover organic farming methods and will deal with a number of non
farming activities. These include hospitality, tourism and leisure and the development of non
farming enterprises such as horse and livery enterprises.
Managing resources – this covers the use of all resources e.g. buildings, staff, consultants
and inputs such as energy, fertilisers etc. It will also include consideration of the legislative
environment within which farming and forestry businesses operate.
Managing yourself and your staff – this category will cover a wide range of personal
development issues aimed at both owner managers and their staff. It will cover presentation
skills, CV writing, recruitment, interviewing, staff development, effective communications,
employment law etc. It will also cover the need to raise awareness of health and safety, animal
welfare, hygiene and environmental matters.
New ways of working – training available under this category will encourage farmers and
foresters to be receptive to new ideas and in particular to consider new ways of generating
income, breaking into new markets and running the business more flexibly. This could include
the use of machinery rings, contractors or collaboration with others.
On-farm food production and processing skills – includes packaging, labelling,
negotiations with buyers and market development. Trainees will also be encouraged to
consider the benefits of co-operative working or ventures. The development of organic food
products and niche and speciality food markets will also be covered.

This approach was carried forward into Lantra's Defra Skills for Business Review
(Lantra, 2005?) which enquired into the competence in six aspects of management:
•
•
•
•
•
•

Business planning
Financial management
People management
Sales and marketing
Leadership
Risk management
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In this context competence in business planning implies having a strategic approach
that builds on strengths and is subject to monitoring.
Lantra's findings on the extent of competence of English farmers in these aspects of
management are considered in Section II.2 below.
In its England consultation document on the development of the Sector Skills
Agreement for the land-based industries, Lantra (2005f) was quite explicit on the
skills and business requirements that are being thrown into prominence by the change
factors to which agriculture (and the other sectors) are currently subject. These
included the skills of management and leadership, sales and marketing, innovation
and technology transfer, business development (which would include planning), and
access to advice, guidance and support. Another feature implied was the need for
people to be able to learn, such as by participation in Continuing Professional
Development (CPD) course. A competent farm business would thus be expected to
possess these skills (Annex 3 of this paper gives the full list, taken from Lantra's 2005
Sector Skills Agreement Stages 1-3 Report – England National Consultation
Document)
On an anecdotal level, Dalton (2005) discusses the skills that have been of importance
to him as a small and part-time farmer (as well as pursuing an academic career in farm
management analysis and research). He concludes that information/knowledge can be
divided into three components – technical relationships (outside the coverage of this
study), economic conditions and financial performance. He advocates that managers
should have foundation courses in agricultural sciences, economics and statistics. The
framework of legislation and regulation should be taught, as should the foundations of
conservation. Other skills highlighted by Dalton are time and management
organisation, problem analysis, financial control, and handling uncertainty.
In a review of the skills that a farmer needs to succeed in the farming industry based
on interviews (RuSource 2006?), the general picture emerging was that the key ones
were business planning, collaborative working and marketing. EFFP (2005) regard
the role of collaboration and innovative partnerships in the food chain as paramount to
the future of the farming industry. In the USA, work on the top-performing small
farms (Perry and Johnson, 1999) found that these were characterised by three features:
cost control, active marketing (the use of hedging or futures and options, forward
contracting, and spreading sales throughout the year), and the use of effective
financial strategies (management of cash and credit). By implication, skills in this
areas were important to success.
Another perspective of competence comes from the contents of courses that are
designed to equip managers of farms with the skills necessary now and in the future.
The longest-established in England is the "Advanced Course in Agricultural Business
Management", held in association with the Worshipful Company of Farmers at Wye
(formerly Wye College, University of London and from 2000 the Wye campus of
Imperial College London). It receives support under the England Rural Development
Programme by Defra and the European Agricultural Guidance and Guarantee Fund
(EAGGF).
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The contents of the AFM courses must reflect what their organisers (who are
professionals operating in farm management) consider an appropriate mix. Given the
high degree of feedback from the batches of about two dozen participants, who are
very largely practicing farmers in their late 20s and 30s and who have achieved
managerial responsibility on medium and large holdings, the contents are also a
reasonable indication of what practitioners have demanded for application in their
home businesses.
According to the publicity material for the 57th ABM course 4 (AEBM, 2006), the
overall objective is to provide participants with information, concepts and skills in the
management of change. Five particular areas are stressed:
1. The need for a strategic view in the perception of the goals of the business,
and of the changes in the environment within which the business operates.
2. The identification of alternative strategies in order to exploit opportunities or
to counter difficulties.
3. The evaluation of these alternatives in terms of their contribution to the goals
and objectives of the business.
4. The choice and implementation of one of these alternatives given the
particular culture and organisation of the business.
5. The management of such changes and the modification of plans where
necessary.
The course currently covers six major areas:
1. Business Strategy and Planning is concerned with techniques of analysis and
evaluation, which assist in the making of decisions. Emphasis is placed on the
setting of objectives and the development of medium and longer-term strategies.
Practice is given in the use of microcomputers to aid the calculations involved.
2. Management Accounting and Finance involves the collection and use of relevant
financial and physical data essential for controlling the progress of the business,
for effective decisions and for benchmarking. Factors affecting the financial
strength of a business are also addressed.
3. Human Resource Management examines the behaviour, thinking and values of
people acting individually and in groups. It emphasises that business development
is associated with personal development. It also looks at the problems of
obtaining co-operation and understanding both within and between groups. It is
thus concerned with communication, motivation and the development of
leadership skills.
4. Management of the Supply Chain deals with the internal and external factors,
which affect the marketing of existing and potential products from agricultural
businesses. Important ingredients include communication with customers and with
the market place. It involves an awareness of the influence of changing market
structures, particularly with respect to the food industry.

4

Held early in 2007.
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5. Agricultural Policy and Politics include an examination of the forces underlying
current developments in agricultural policy at the national, the European and the
global level. Changes to policy objectives and to policy instruments are discussed
in relation to the World Trade Organisation, the CAP and the UK.
6. The Managerial Environment. Various aspects are discussed which relate to the
general social and economic environment within which the agricultural industry
operates. Emphasis is given to the impact of the “green” revolution in public
attitudes to countryside affairs generally.
By teaching material in a highly interactive way, participants develop their personal
skills and abilities in managing themselves and others. They are encouraged to debate
value systems and ethics and to articulate their own attitudes toward social and
personal responsibilities. Many would see these opportunities to be a highly valuable
outcome of the course. Further details of sessions are given in Annex 2 to this paper)
In a critique of undergraduate courses in the USA (Boland and Akridge, 2004) the
authors cite the results of a survey of the skills, capabilities and experiences sought in
new graduates who were thought to have potential to become leaders in their
businesses in the food and agriculture sector. The responses were given by senior
executives of a broad range of food and agribusiness organisations and various
industry associations and government and NGOs. Interpersonal communications
skills and critical thinking skills rated were rated the most highly (a position that was
similar to the findings of previous studies), which embedded the ability to get things
done through or influence the behaviour of other employees. These were followed by
generic business skills, with knowledge of food and agricultural markets taking a
middle-ranking position. Experience in the production activities of agriculture ranked
last. This importance attributed to interpersonal skills (including collaboration and
networking) and generic business skills broadly reflects the contents of the ABM
course at Wye.
At the university and college level the purpose seems to be to provide education rather
than task-specific skills. Although the distinction is not a precise one, education in
agriculture seems to comprise the following elements (Gasson, 1997, based on
literature from the US):
•
•
•
•

combining knowledge, skills and abilities
understanding, managing and problem-solving
handling inter-relationships and
taking a broad view of agriculture, the food system and the ecosystem

Summing up, what emerges is that business competence in agriculture involves a
package of skills and abilities, the contents of which are very similar to those
identified by the OECD for SMEs in general, though many of these will be rather
larger than firms found in farming. While the OECD has differentiated between the
bundle of skills needed in business start-ups from those required by established firms,
in the context of agriculture no such distinction has been encountered in the literature,
perhaps because new entrants tend to come from within existing farm businesses.
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II.1.1. The relationship between 'business competence' and 'entrepreneurship'
'Entrepreneurship' is another term that is capable of a range of interpretations. The
Oxford Dictionary of Economics (Black, 1997) defines an entrepreneur as a person
with overall responsibility for decision-taking in a business, who received any profits
and bears any losses. Schumpeter (1949) described the entrepreneur as one who
reorganises economic activity in an innovative and valuable way. That is, an
entrepreneur engages in a previously unknown economic activity and thus is a risktaker because being innovative means there are few rules or history for guidance
(Goldsmith, 2006). A recent Green Paper by the European Commission described
entrepreneurship as 'the mindset and process to create and develop economic activities
by blending risk-taking, creativity and/or innovation with sound management, within
a new or an existing organisation' (European Commission, 2003). The association
with 'sound management' is worth noting.
Typically, in agriculture the management of the farm business is undertaken by
individuals or groups that are also owners of the business. As such, they are riskbearers and perform the entrepreneurial function (unlike the purely salaried manager).
The residual reward coming from operating the business is a hybrid of factor earning,
comprising returns to their own (physical) labour, entrepreneurial input and owned
capital and land. Various attempts have been made to partition this reward to the
various elements, including the return to entrepreneurship, by imputing costs to labour
or land or capital, though the results are not very convincing because of the somewhat
arbitrary way in which imputed sums are arrived at.
Probably because in agriculture the managerial and entrepreneurial functions are
usually carried out by the same persons, the literature often fails to draw a clear
distinction between the two. The VTS coverage, in Box II.1 above, includes training
for some tasks that are clearly of an entrepreneurial nature (including diversification,
new ways of working, a development of niche markets). The whole process of
developing a strategy for the business (in the ABM course) implies an entrepreneurial
function, as does much of risk assessment. In summary, the skills needed to manage
a business in a dynamic environment (including selecting the responses to policy
change) in other than very short term periods requires an entrepreneurial component.
In an industry such as agriculture, business competence can thus be interpreted as
including an element of entrepreneurship.
However, at least conceptually, the two are distinct. An entrepreneur need not be
business competent, as these skills can be hired. In a large company the
entrepreneurial function is exercised by the shareholders and the board of directors
(who may also hold shares). Many of the managerial tasks needed to keep the
business operating are delegated to employees, with specific competences in
marketing, regulation, finance, human resources and so on. However, strategic
decisions involving risk such as major investments, shifting product mix etc. will be
taken at board level using information provided by the company's hired staff and
specialist advisors. This risk-taking element is essential for the operation of a business
in a market economy.
A substantial literature is building up on entrepreneurship and agriculture. A EUfunded research project, with the title 'Developing entrepreneurial skills of farmers' is
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in progress and has generated a literature review of entrepreneurship in agriculture
(McElwee, 2005); the list of references covered in that review is shown separately in
this report's bibliography. The EU project is to be seen in the context of policy reform
and the need for farm operators to respond to changes in their economic environment.
Its primary concern "is to recommend ways how conditions of the social, economic,
political and cultural framework can be changed in order to facilitate the adoption of
entrepreneurial skills for farmers and how farmers themselves can improve their
entrepreneurial skills".(p 6 of McElwee, 2005). Both general literature among SMEs
and the more specialist (and more recent) area of entrepreneurship in agriculture is
covered. The objectives (p10) were:
•

To provide a narrative account of farm entrepreneurship based on an
analysis of the publication patterns and themes in farm entrepreneurship
research in an attempt to provide initial definitions of farm
entrepreneurship and entrepreneurial skills;

•

To determine the pressures and barriers facing farmers;

•

To determine what are the predominant research techniques and the
subsequent methods of data analysis;

•

To consider what policy implications if any are considered in the
literature.

There is some overlap with the present project on business competence, and the
journals reviewed in the EU entrepreneurship study included those on business and
management, and farm management.
In this review, following work by Vesals (1996), three dimensions of the skills of
entrepreneurs are identified, in each of which the entrepreneur is engaged in active,
dynamic and competitive economic striving, in a continuing pursuit of opportunity:
1. Risk-taking dimension
The assumption is that an entrepreneur takes calculated economic risk, but
also maximises profit by bearing the state of uncertainty caused by the
possibility of failure.
2. Growth orientation dimension
The aim of maximizing the profit by expansion of business activities and
growing the firm. The assumption is that entrepreneurs are not satisfied with
simply earning their own living, but are expected to aim for growth.
3. Innovativeness dimension
The searching, developing and trying new products, markets, methods and so
forth.
In an agricultural context, work on Dutch dairy farms Bergervoiet et al. (2005)
dissected competence of (successful) entrepreneurship into the following:
•

Strategic competencies that relate to setting, evaluating and implement the
strategies of the enterprise. They include the abilities exercised in:
o defining a farm’s mission,
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o transferring this mission into objectives, after conducting an internal
and external analysis,
o formulating a strategy to achieve these objectives,
o implementing and evaluating the strategy.
•

Opportunity competencies that relate to the ability to scan the environment
for business opportunities and are needed to recognise and develop market
opportunities through various means. Underlying competencies are
o
o
o
o

•

general awareness
international orientation,
market orientation
information-seeking competence (to make timely and adequate
decisions, entrepreneurs have to be able to search for and find the
relevant information on the important factors related to the decisions)

Relationship competencies relate to person-to-person based interactions or
individual-to-group-based interactions, e.g., building a context of cooperation and trust, using contracts and connections, persuasive ability,
and communication and interpersonal skills. Relationship competencies
are an essential part of (and a prerequisite for) the other entrepreneurial
competencies. For example, having a large network of peers, advisers, and
other contacts facilitates the discovery of new opportunities.

The upshot is that, in the present study, business competence is the main focus but it
is not possible to divorce from some consideration of entrepreneurship where
adjustment to a changing economic, policy and technical environment is concerned.
II.1.2. What are the factors determining business competence?
The skills in managing a business outlined above are not disembodied but rather are
exercised by individuals and groups. Rougood et al. (1998) studied management
capacity, which they define as "having the appropriate personal skills …. to deal with
the right problems and opportunities in the right moment and in the right way" and is
thus closely similar to the notion of business competence. The source of this capacity
they divide into two components; (a) personal aspects of the people making the
management decisions (e.g. their drives, motivations, abilities and biographical fact(s)
such as age, education and experience on the farm, and (b) aspects of the decisionmaking process itself (e.g. the practices and procedures in planning, implementation
and control of decisions). These two are linked because the personal aspects of the
manager may influence his/her ability to follow a decision-making process. A
manager may possess high personal skills yet fail to achieve high performance for the
business if the decision-making process is poor. Thus when considering management
capacity both aspects have to be accounted for, and ignoring one will not lead to
satisfactory measurement.
Some of the personal aspects (age, education) can be relatively easily measured,
whereas others, such as drives and motivations, are harder to detect and quantify.
However, Gasson (1973) explored the orientation of farmers towards their businesses
(grouping them into intrinsic, expressive, social and instrumental). The intrinsic
orientation dominated her findings from farmers in England, something that helps
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explain both the ready uptake of grants (such as those introduced in 1957 and 1972)
to modernise farms (reinforcing intrinsic satisfaction) and the history of poor impact
of schemes to encourage older farmers to leave the industry (which cuts farmers off
from their major source of utility). The significance of taking non-financial aspects
into account has also been underlined for Scotland by McGregor et al. (1996). More
recently psychological techniques have been employed to tackle these more difficult
areas, though Nuthall (2001), when reviewing the literature, concludes that
psychologists tend to believe how a person behaves is dependent on just three
attribute groups
–

Personality (which can be grouped as the five basic traits of neuroticism,
extroversion, openness, agreeableness and conscientiousness),

–

Intelligence (grouped into 'fluid ability', which is broad-based reasonability
and encompasses inference, induction, memory span, flexibility of closure,
intellectual speed), and 'crystallised ability', which is fluid ability as it is
expressed in a particular culture, encompassing verbal, mechanical,
numerical and social skills. Visualisation, retrieval capacity and cognitive
speed are added by some psychologists.

–

and, possibly, Motivation (though the differentiation between personality and
motivation is somewhat arbitrary).

The willingness to be rational, and memory, are also mentioned as being of
importance to managerial capacity.
The importance of psychological and social factors in influencing farming behaviour
is also demonstrated by work in Scotland by Willock et al., (1999) in which
alternative conceptual frameworks are discussed. These include the Theory of
Reasoned Action, that argues that behaviour is best predicted by a person's intention,
which are in turn affected by their attitudes and the influences of significant others on
their intention to act, and the Transactional Model of behaviour, that classes variables
into antecedent variables (typically fundamental traits of the person and features of
the environment, such as the level of social support), mediating variables (such as
cognitive constructs such as copings styles, appraisals and so forth) and outcome
variables (behaviours).
In the present circumstances it is important to note that Nuthall (2001) concludes that
about one third of personality is genetically determined, and that fluid intelligence is
largely genetic. This means that, for any given generation of farmers, the opportunity
to change management capacity by providing training and education is bounded at
least in some respects by their genetic makeup. Training can only impact partially on
personality and to little effect on 'liquid intelligence'. It is hard to see how this may be
changed other than by a turn-over of farm occupiers with time. Genetics may be a
significant factor in an industry in which farm businesses are commonly passed
between generations of the same family. Entrants from non-farming backgrounds may
affect some of these factors more rapidly.
However, it would appear much more feasible to affect the second element in
managerial capacity identified by Rougoor et al (1998) – the decision-making process
– and thereby improve business performance. These authors distinguish between
planning, implementation and control. Ohlmer et al (1998) re-examined the structure
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of decision-making among Swedish farmers. Rather than the linear process that has
been traditionally assumed (values, and goals, problem detection, problem definition,
observation, analysis, development of intention, implementation, and responsibility
bearing), they conclude that there are four phases (problem detection, problem
definition, analysis and choice, and implementation) and four sub-processes
(searching and paying attention, planning, evaluating and choosing, and checking the
choice). They also note that farmers prefer the ability to continually update their
evaluation and plans, a qualitative rather than a quantitative analysis, a 'quick and
simple' versus a detailed and elaborate analysis, small tests and incremental
implementation, and 'feed forward' rather than ex post evaluations. Such findings are
of obvious relevance for the design of training courses that attempt to encourage a
greater awareness on the part of farm managers of the decision-making process that
they are involved in. They are also of relevance to the other ways in which publiclyfunded actions may be taken to improve this process, such as making benchmark
figures of farm performance available.
The importance of planning within the farm management process is underlined for the
UK by Robinson (2000) who points out that objectives of these plans may be
substantially constrained, at least in the short term. He cites situations in which a
farm has been inherited under social pressure to continue the business and there is a
conflict with personal goals of maybe pursuing a non-agricultural career, of conflict
between the urgent and the important, and where there is inadequate distinction
between intermediate and final objectives so that, for example, growth in farm size (a
possible means to higher incomes) becomes an end in itself, sight being lost of its
purpose in the overall plan. Bone (2003) using Australian farms found that the ability
to plan was seen as a priority skill if farms were to develop, and this was recognised
both by farms that were presently high performers and those that were not.
II.1.3. Establishing a level of business competence
Business competence is difficult to measure directly other than by track record.
Quality of management of the business is one factor that is usually left as a residual
factor, though there is some research on measuring managerial efficiency. Trip et al.
(2002) broke down the decision-making process of a sample of Dutch glasshouse
producers into four steps (goal formulation, planning, monitoring and evaluations)
and assessed the quality of each using expert opinion. The results showed positive
associations between firm efficiency and the quality of decisions taken, concluding
that this process had been helpful in moving towards a measurement of this critical
input.
However, another and more practical aspect of business competence is the system set
up to provide and validate qualifications in various skills linked to competence and
therefore to enable the market for labour with these skills to operate more
successfully. Individuals with validated skill qualifications can be regarded as 'workready' or job competent. This was the approach embodied in the Lantra (2005a)
Developing Business Competence – The Business Case for a Competence Framework.
In an industry dominated by micro-businesses (employing less than 10 employees) it
was unlikely that frameworks will emerge without some public support – the
transactions costs are too high.
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Lantra highlights the ambiguity of the unit over which competency applies. This
could be the individual or the whole business. 'For very small businesses and the selfemployed, overall competence is the sum of the parts' (Executive summary page 5).
A business may comprise one individual, in which case the overall business
competence will equate with the competence of the individual. In larger businesses,
however, the sum of individual competencies of the operator and staff will determine
how ‘competent’ the whole business is. In agriculture this will typically include the
members of the farm household or the households of partners
The concept of competence in this Lantra (2005a) report appears to focus primarily on
technical issues, though there is some discussion of management of the business.
These areas of competency could range from specific skills and knowledge for
business management, for example business planning and financial and risk
management, through to demonstrating systems which recognise appropriate features
such as the management of health and safety, awareness of the regulatory framework,
advocacy of the business case for training and development and (potentially) the
recognition of business champions, or the demonstration of a ‘gold standard’. It was
assumed that existing Quality Management Systems (QMS) would be used to measure
and assure overall business competence, such as ISO 900 or Investors in People.
However, with diversified micro-businesses dominating the sector, any assessment of
business competence would need to cover a range of requirements, and the facility to
recognise such diversity was seen to be an essential requirement of a potential
competence framework.
Key findings
•

Using terminology developed from Rougood et al. (1998), business
competence of an individual can be seen as the possession of the
personal skills to deal with emerging problems and opportunities at the
right time and in the right way, and to carry out the set of inter-related
tasks necessary to allow the farm business to adapt.

•

These skills can be described; they include business planning, financial
management, people management, sales and marketing, collaboration,
leadership and risk management.

•

As the period under consideration increases, the mix of skills involves
an increasing component of what are essentially entrepreneurial skills.

•

A business may possess competence drawn from the skills and abilities
of more than one individual, and the overall competence of the business
management will reflect this summation.

•

Some business skills need not be possessed personally by farm operators
(or the persons working in the farm business) if there is a capacity to buy
them in (consultants, advisory systems etc.).

•

The attributes that determine the competence of a farmer are multi-factor
and, while some are capable of change by education or by training (such
as in business planning), some are not easily manipulated (such as
certain forms of intelligence). Change in these must rely in the longer
term on succession and turn-over among the operators of farm
businesses.
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•

The role of general education and its relation to training in specific
business skills is complex. The difficultly of distinguishing the impact
of education (which involves the combining of knowledge, skills and
abilities, understanding and problem-solving) and that of vocational
training on competency is encountered throughout the issues considered
in this report. Higher levels of education appear to be associated with
greater awareness of the benefits from training and with innovation.

•

The notion of developing measures of competency is more
straightforward with technical skills (e.g. the application of sprays) than
with business competence skills, especially those that border on
entrepreneurship.

II.2. The extent to which farmers have business competence
It is very hard to measure the business competence of farmers directly since it is
multifaceted and has some commonality with entrepreneurship. No studies have been
encountered in which, for example, the ability to construct and implement business
plans by farmers is compared with that of the operators of other micro-businesses and
SMEs. Further complications arise when at least some of the business skills are hired
by farm operators; this is increasingly the practice with the technical aspects of cereal
production (Hill et al, 2002) and dairying. Farmers have for long employed
accountants, and the larger farm businesses commonly appear to make use of paid-for
business consultants.
If farmers lack business competence, this is likely to be reflected in the way that their
businesses perform and the incomes that they earn. Here the evidence carries mixed
messages. Though information for the UK is incomplete, it appears that England's
farm households as a group, as in most OECD countries, have incomes that compare
well with those of other socio-professional groups and wealth that puts them in a
substantially more advantageous position (see evidence summarised in Hill, 2000).
They have proved adept at adjusting to the evolving technical, economic and policy
environments, and diversification has played a part in this process since at least the
1870s. To this extent, at group level, then, competence has been demonstrated.
On the other hand there is some evidence that the productivity of UK agriculture has
suffered a decline relative to that of other EU Member States (Thirtle and Holding,
2003). The slow down in 1984 occurred more or less when funding of public research
into agriculture in the UK was cut and the state extension service was privatised and
became less accessible to farmers (though an association does not provide a causal
link).
Attention has already been drawn to the range of performance levels among farms of
similar sizes and types, suggesting that management competence plays a part. Even
within a generally competent industry there will be individuals with lower abilities
and lower incomes as a result. Improving the competence of this subset to a level
nearer that o the best performers can be one way of delivering income goals and at the
same time may lead to a better use of national resources. It is worth noting that the
link between improving productivity and achieving a satisfactory standard of living
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was a fundamental on which the Common Agricultural Policy was built (as reflected
in the first two objectives of the CAP, set out in Article 39 of the Treaty of Rome,
1957). Of course not all farm operators that lack business competence will be
candidates for income support on equity grounds (households whose incomes are
deemed to be unfairly low).
In the farm-level analysis part of the research on productivity reported by Thirtle and
Holding (2003)(and updated by Hadley, 2006), all farm types studied apart from
sheep farming (the others were cereals, dairy, pigs, poultry) displayed relatively high
levels of efficiency, with a large proportion of farms operating close to the production
frontier. However, whilst the frontier farms were becoming more efficient through
time due to technical change (ranging from 6% a year for cereal farms to 0.7% a year
for sheep farms), the analysis found that the average farm of each type was becoming
less efficient relative to the frontier, so that mean levels of efficiency declined
between 1982 and 1997 (excepting sheep farms where the level of efficiency was
reasonably stable). No variables directly to do with business competence skills were
included in the analysis, though the ability of competent manages to remain
technically up to date is obvious. The age of farmer (the only other socio-economic
parameter included) bore a relationship with efficiency level among cereals farms,
where the highest performing quintile tended to be younger, though in other types
there was no clear pattern. Further research into the reasons why the best performers
were forging ahead while others were not (though their performance may have been
improving but at a slower rate), and the role played by business competence skills, is
obviously of importance. 5
As noted above, business competence is shaped by a mixture of factors, including the
biography of farm operators (including age, education and experience on the farm)
and aspects of the decision-making process (e.g. the practices and procedures in
planning, implementation and control of decisions). In the present context it is helpful
to ask to what extent do farmers lack education and experience and training relevant
to the decision-making process. The age issue is reserved for later treatment. Here
the concentration on education and training.
II.2.1 Attainment levels in education
Gasson (1997) reviewed the all the various pieces of information that were available
on the educational attainment levels of UK farmers, including data from 12 studies
and surveys from 1970 to 1996 6 . Her conclusions were as follows:
•

Taken together, the evidence suggested that at least one third and possibly
as many as half of all UK farmers held Higher Education (HE) or Further

5

There are some technicalities concerning the basic data that suggest these results must be treated with
a degree of caution. For example, the sets of accounts (whether at aggregate or farm level) are based
on fictional units (the agricultural holding and the Local Kind of Activity Unit) rather than complete
institutional units (the unincorporated business operated by the household, or company), so that there
are problems in capturing both inputs and outputs satisfactorily. And in recording the age of the farmer
it is assumed that there is only one entrepreneur/manager per business, which is too simplistic in an
agricultural structure such as that of England. Nevertheless, this research establishes that there is a
range of productivities, the explanation for which needs causal factors.
6

These included the ATB-Landbase 1994 Education and Training Survey and its 1995 Labout Market
and Training Needs Survey
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Education (FE) qualifications from full-time or part-time study. Some 46% had degrees, a similar proportion had HNDs, and between quarter and
a third had FE qualifications (a mix ranging from two-year full-time or
three year sandwich courses to day release study).
•

Educational levels had risen sharply since the early 1970s, when only
10% had such qualifications.

•

In terms of formal education, farmers appeared to be less qualified than
managers of other small businesses. The 1991 Population Census found
that only 9% of male 'managers in farming, horticulture, forestry and
fisheries' held higher qualifications (above A-level standard) compared
with 19% of all male employees and self-employed and 27% of male
managers and administrators. The Quarterly Labour Force Survey (Dec.
1995 to Feb 1996) found that farmers were much less likely to have
degrees and less likely to hold FE or school leaving certificates than were
managers of other small businesses.
Table II.1 Highest qualification obtained by farmers and managers
of other small businesses in UK, 1995/96
Highest qualification

Farmers

Small business
managers

% with qualifications
Degree

4.1

16.4

Other HE qualification

11.2

9.7

FE qualification

20.4

24.2

School-leaving certificate

31.1

38.0

None

33.2

11.7

Total

100.0

100.0

Source: Table 6 of Gasson (1997), based on the Labour Force Survey Dec
1995 to Feb 1996.
•

UK farmers were more likely to have HE qualifications than the EU in
general, but less likely to have FE qualifications.

•

Arable farmers were more highly qualified (55% with some agricultural
qualification) than livestock farmers (39%).

•

Higher levels of educational attainment were associated with larger
businesses. Sons on smaller farms would, especially in the past, be more
obliged to leave school early to work at home. However, there was some
evidence of a 'U' shape in the relationship; while highest educational
levels were associated with the largest farms, the lowest levels were not
found on the smallest but on those somewhat larger. This seemed to be
explained best by the incidence of pluriactivity and the need for
qualifications in off-farm occupations.
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•

There were distinct patterns of educational attainment and age of farmer
and between those of farmers and their successors. (These are dealt with
in section II.7 below.)

•

There were some significant geographical differences detected in the
1970s that persisted to the mid-1990s. In the 1995-6 Quarterly Labour
Force Survey, Eastern England had the largest proportions of farmers with
HE (28%) and FE (30%) as their highest qualifications, followed by the
Western, with the Northern the lowest (6% and 20%).

Gasson (1997) also provides information on the relevance of educational levels to the
behaviour of farmers as managers. 'The higher the level of education, the greater use
farmers make of formal and informal sources of knowledge, advice and information'.
'..Farmers with university or agricultural college education are significantly more
likely than other farmers to seek technical information, use computers and pay for
advice. Better-educated farmers are more inclined to avail themselves of training,
especially management training. In other words, farmers appear to use advice and
training to supplement education rather than as an alternative'. There was also
evidence that better-educated UK farmers were more likely to participate in
environmental schemes and other initiatives such as schemes to promote forestry and
diversification. There was also a link with perceiving the need for change.
The Defra VTS Policy Analysis paper (2002) showed that only a small proportion of
the agricultural workforce held formal qualifications. In 1996 a survey (CRER, 2002)
found that only 35% of the workforce was qualified to National Vocational
Qualification (NVQ) Level 3 7 , and this was considered to be well behind the
Government’s own targets of 50% qualified by 2002. Lantra (2001a) in its Landbased Sector Development Plan, citing the Labour Force Survey (Skills for all:
Research Report from the National Skills Taskforce, 2000), stated that
•

44% of the (land-based) workforce either did not hold any qualification
equivalent to an S/NVQ level or did so only at the lowest level; this
compares to 31% for all in employment within the UK

•

17% held their highest level of qualification at S/NVO level 2 or
equivalent, compared to 24% of all in employment

7

National Vocational Qualification Level 3 corresponds to job competence that involves the
application of knowledge in a broad range of varied work activities performed in a wide variety of
contexts, most of which are complex and non-routine. There is considerable responsibility and
autonomy and control or guidance of others is often required.
The approximate academic equivalents of the five levels of NVQ qualification are:
NVQ 1 = foundation GNVQ/three to four GCSEs at grades D-E
NVQ 2 = four to five GCSEs at grades A-C
NVQ 3 = two A levels
NVQ 4 = degree
NVQ 5 = postgraduate qualification
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•

22% of the land-based workforce was qualified to level 3, and 17% to
level 4.

As Gasson (1997) points out, there is a problem in drawing exact parallels between
educational attainment and NVQs, the latter being related to a vocational capacity
rather than a level of academic examination.
The Annual Small Business Survey (ASBS), which began in 2003, is a potential
source of data on the qualifications of business operators, including farmers. It also
identifies skills shortages. An analysis has been published in which various aspects of
the businesses in rural areas (including operator qualifications) are contrasted with
those in urban areas (Telford, 2006). However, no breakdown for farmers (or the
primary group that also includes hunting and fishing) is available, and it is not safe to
draw inferences from findings for rural areas, as even in rural areas classified as
"dispersed", farmers and other primary producers only accounted for 25% of
businesses in 2004 (17% in villages).
II.2.2 Competency in management skills
Lantra (2005?) in its Skills and Business Review for Defra investigated the level of
formal management qualifications and also the respondents' views of the competency
found in their business. This Review included a desk study, focus groups, and a
survey of businesses (a target of 1000 split between sub-sectors of agriculture, for
which purpose some 8,000 questionnaires were distributed). The focus was on skills
rather than education, and the types of training were implied from the sources
mentioned in the questionnaire when respondents were asked to which they would
look for training (Further Education Colleges, Land-based Colleges, private training
organisations, Local Learning and Skills Council, word of mouth, Business Links,
Internet).
Six aspects of business skills were selected (see table below), and for each three levels
of competence were outlined (low knowledge and understanding, a basic knowledge
and understanding and an extensive knowledge and understanding). Respondents
were asked, if 2008 were selected as a benchmark for the acquisition of skills at the
advanced level of competency ('extensive knowledge, understanding and business
application'), at present where were the farmer and/or their staff with respect to this
target? The date was chosen to reflect the time needed for training to be absorbed and
made operational. In effect, this was a self-declared indicator of the present level of
business skills.
Only some 10-15% reported formal management qualifications and advanced
competence, with sales and marketing being at the lower end of this spectrum. If the
answers were broadened to include those that had undergone some training, the
proportion of those claiming competency rose to mostly between 50% and 60%, but
sales and marketing was again lower (39%)(see Table II.2).
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Table II.2. Competency of management skills
Area of competency

Advanced,
having formal
management
qualifications

Competent, having
done some
appropriate training

Sum of (i) and (ii)

Business planning

16.3

40.3

56.6

Financial
management

16.7

43.1

59.8

People management

12.8

41.8

54.6

Sales and marketing

9.5

29.8

39.3

Leadership

14.0

40.2

54.2

Risk management

10.7

36.9

47.6

Source: Based on Table 33.1 of Lantra (2005?) Skills for Business Review
An attempt was made to quantify the mean competency of management skills for each
of the above areas (business planning, financial management etc.) by sub-sector
(agricultural crops, agricultural livestock, environmental conservation, equine
activities, game conservation, landscaping, production horticulture, trees and timber),
a classification that does not correspond directly to the farm typology used in the
Farm Business Survey (within agriculture) and which reflects a broader range of
land-using activities. The scale of competence ran from 1 (no competence) to 4
(advanced degree of competence, corresponding to the second column of the table
above. Typically scores across the industry were of the order of 2.3 (sales and
marketing, but with game conservation and landscaping 2.1) to 2.7 (financial
management, with 2.9 recorded for agricultural cropping businesses).
Lantra attempted to identify 'skills gaps' by contrasting the respondent's perception of
each skill's level of importance (within the new policy environment) with their current
competence 8 . The 'gaps' ranged from 39% in risk management to 50% in financial
management. Rather surprisingly, respondents indicated that only a minority share of
these gaps needed formal training to fill them. For example, in relation to the 50%
skill gap in financial management, in only 7 percentage points was formal training
perceived as being needed. In sales and marketing the training need was seen to be
relatively greater, but still in a minority (10% out of the 43% gap).
II.2.3 International comparisons
In view of the interest in the international competitiveness of England's farming
industry, and the role that education and training might play in it, it may be helpful to
put what is known about the UK national position in a EU context. The periodic EU
Survey of the Structure of Agricultural Holdings (the Farm Structure Survey – FSS)
collects data on the level of training among the managers of holdings in Member
8

To this reader at least, the methodology is not particularly transparent, and the results are to be treated
with a degree of caution.
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States (managers will normally also be the holder where the business is other than a
company). Currently only one manager is allowed to be designated per holding, which
may not be appropriate where there are partnerships or several directors who
participate in business decisions. Commission Regulation (EC) No. 1444/2002
requires the highest level of agricultural training of the manager to be recorded
according to three categories:


Only practical agricultural experience – experience acquired through practical
work on an agricultural holding.



Basic agricultural training – Any training courses completed at a general
agricultural college and/or an institution specialising in certain subjects
(including horticulture, viticulture, sylviculture, pisciculture, veterinary
sciences, agricultural technology and associated subjects). A completed
agricultural apprenticeship is regarded as basic agricultural training.



Full agricultural training – Any training course continuing for the equivalent
of at least two years full-time training after the end of compulsory education
… and completed at an agricultural college, university or other institute of
higher education in agriculture, horticulture, viticulture, sylviculture,
pisciculture, veterinary sciences, agricultural technology and associated
subjects).

These forms of training experienced by the managers clearly go beyond farming,
narrowly defined, and the courses followed will have embraced more than business
competence skills. According to the results for 2005 (data are not being collected at
EU level for 2007) just over a quarter of UK holding managers (27%) had more than
just practical experience and had received at least basic agricultural training, as
defined in the classification above. This put the UK in 20th position among the
twenty-eight countries listed in Table II.3a. However, there may be considerable
difficulty in drawing meaningful comparisons between countries because of what may
be considered to be a course contributing to basic training. The very high proportion
of managers with basic training in Italy (90%) raises particular concern. Metadata on
how the figures are arrived at in each country are not easy to acquire.
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Table II.3a Relative position of UK in level of training of holder-manager - Farm
Structure Survey 2005
Ranked by percentage with combined basic and complete agricultural training
Practical
Basic
Full
experience agricultural agricultural
only
training
training
Member State
%
%
%
Italy
7
90
3
Netherlands
29
67
5
Germany
32
23
46
Luxembourg (Grand-Duché)
44
14
42
France
46
11
43
Belgium
52
24
24
Austria
52
20
28
no Norway
52
9
39
Czech Republic
55
20
25
Denmark
55
40
5
Finland
59
33
8
Poland
61
22
16
Latvia
66
12
22
Sweden
66
16
18
Estonia
67
11
22
Ireland
69
17
14
Lithuania
69
19
12
Slovenia
72
21
7
United Kingdom
73
10
17
Slovakia
85
11
3
Hungary
87
5
8
Portugal
88
10
1
Spain
90
9
1
Romania
93
6
1
Cyprus
94
6
1
Bulgaria
95
4
1
Greece
95
5
0
Malta
100
0
0
Source: Eurostat. Note some of the national Statistics in Focus reports from Eurostat do not
correspond to these figure taken from the central data base.

When consideration is given only to the 'full' agricultural training, which correspond
with HE and FE courses and in which there may be greater international
comparability, the UK is somewhat more highly placed (see Table II.3b). Its 17% of
managers with this sort of professional training gave it eleventh place, and very
similar to Poland, ranked next below. However, Germany, France, Norway and
Luxembourg each had at least double the UK's figure for training at this level.
Nevertheless, compared with some other 'large' agricultural producers in the EU, the
UK was relatively highly placed; both Italy and Spain had only a very small
proportion of managers with 'full' training.
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Table II.3b Relative position of UK in level of training of holder-manager - Farm
Structure Survey 2005
Ranked by percentage with complete agricultural training

Member State
Germany
France
Luxembourg (Grand-Duché)
Norway
Austria
Czech Republic
Belgium
Latvia
Estonia
Sweden
United Kingdom
Poland
Ireland
Lithuania
Finland
Hungary
Slovenia
Netherlands
Denmark
Italy
Slovakia
Portugal
Spain
Romania
Cyprus
Bulgaria
Greece
Malta
* 50 ha and over; ** 100 ha and over.

Practical
experience
only
%
32
46
44
52
52
55
52
66
67
66
73
61
69
69
59
87
72
29
55
7
85
88
90
93
94
95
95
100

Basic
agricultural
training
%
23
11
14
9
20
20
24
12
11
16
10
22
17
19
33
5
21
67
40
90
11
10
9
6
6
4
5
0

Full
agricultural
training
%
46
43
42
39
28
25
24
22
22
18
17
16
14
12
8
8
7
5
5
3
3
1
1
1
1
1
0
0

Full
agricultural
training
%
84**
63*
62*
72**
58*
53*
46**
35**
60*
30**
37*
24**
62*
44**
75*
8**
15*
44**
13*
4*
2*

Source: Eurostat. Note some of the national Statistics in Focus reports from Eurostat do not
correspond to these figure taken from the central data base.

One characteristics shared by almost all the countries for which Eurostat has yet
published a national Statistics in Focus for the 2005 is that the percentage of
managers with 'full agricultural training' rises across the size spectrum (measured in
hectares). The single exception is the Netherlands where the figure for the largest
area farms was slightly below that of the next-largest group, probably a reflection of
intensive horticultural holdings not necessarily occupying the largest areas. In the UK
percentage with 'full' agricultural training rose from 13% on holdings of less than 20
ha to 35% above 100 ha..
There may be interest in focussing attention on only the largest farm in each country,
as these are generally responsible for the majority of output and are thus
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disproportionally important in establishing international competitiveness.
Comparison between Member States is rather difficult because, first, analysis by size
is not yet published for all countries, and, second, the largest category is not consistent
in what if covers. In some countries, the published tables take 100 ha and over as
large farms (indicated in the final column of Table II.3b as **), whereas in others they
include holdings above 50 ha (indicated by *). Such farms are quite small in terms of
the distribution by area in the UK. Given this, it seems that the UK's relative position
is substantially lower in the ranking when only the largest end of the EU farm
spectrum is examined. Of the twenty-one countries for which results are published,
thirteen have higher levels than the UK of 'full' agricultural training among the
managers of large farms, with Germany and the Czech Republic both recording more
than 70% on their farms of 100 ha and over (in comparison with 35% in the UK on
farms of this size). Only seven Member States are below the UK.
It should be noted that while, on the one hand, these figures include technical as well
as business skills, on the other they relate only to training (and education) that is
sector-related. Other forms that may benefit business competence (such as of
accountancy, economics, business management or any other subjects that directly or
indirectly may affect the capacity of management to address current issued and to
adapt to change) are left out.

Key points
•

The picture of business competence among English farmers and farms is
not entirely clear. Improvements in basic statistics are needed (for
example, information on the educational and training of household
members, not just the principal farmer), and options should be
considered.

•

From available evidence it appears that the formal educational
qualifications of farmers appears to be relatively low compared with
operators of other small businesses.

•

In international terms, if comparisons are restricted to HE and FE that
are strongly linked to the sector (but including technical subjects) UK
agriculture seems to rank about one third from the top among EU
Member States, much higher than Italy or Spain but at less than half the
levels seen in Germany and France. But it seems to be lower placed
when only the larger-area farms in the EU are considered.

•

Lantra has evidence of skills gaps in specific business skills. The extent
to which these gaps handicap the productivity and competitiveness of
agriculture is not clear and deserves further research.

II.3. Impact of business competence on the farm business
A critical step in setting out the rationale for policies to promote business competence
among farmers (that is, to provide them with the bundle of abilities and skills
identified in Section II.2) is to establish that greater competence is associated with
higher levels of performance by the business. This relationship provides the incentive
for acquiring competence, though there may be market failures that prevent the
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system from working. Furthermore, an assumption behind schemes that intervene
with the intention of raising the competence of the existing management (and their
successors who are already part of the farm firm) is that this will lead to performances
that are better than would otherwise have been seen. This section looks at the
evidence for the broad relationship between factors associated with business
competence and performance of the farm. The outcome of specific training input is
dealt with later (Section III.3). Here the focus is on general business competence and
the factors associated with it rather than individual skills (such as planning, the
importance of which has been covered in Section II.1), though this distinction is not
always possible to maintain consistently.
In its international review of evidence on SMEs, the OECD (2003) concluded that
there was a positive correlation between the degree of management training and the
bottom-line performance of an SME, and that management training was associated in
several studies with lower rates of business failure (Storey, 1994; SFEDI, 1999). Of
course, these findings were not specific to agriculture.
In the land-based sector Lantra has found that that the ability to demonstrate the
commercial benefits of training was key to encouraging businesses to engage in
training in general,. It is likely that this applies as much to business competence skill
as to technical ones (Learning and Skills Advocacy Strategy: Raising Awareness of
the Business Benefits of Training, Lantra, 2005b). Information collected from crop
farms found there was a focus on benefits to profitability ("the bottom line") from the
better management of change and risk, while among livestock businesses the focus
was more on preventing losses. In horticulture there was a broader spectrum of
concerns with efficiency, productivity and profit. The implication is that higher skill
levels are perceived as being associated with greater profits, though this relationship is
not formally established by evidence in the Lantra study. 9 More specific figures have
been estimated for the UK's red meat industry where Fearne (2005) suggests that there
was the potential for Business Clubs and benchmarking to improve livestock
profitability by 10 to 15% through increased productivity and cost savings.
The findings of Rougoor et al (1998) on the associations (in agriculture) between the
individual elements that bear on managerial capacity (or business competence), based
on an extensive and systematic international literature search (though much of it
concentrating on low-income regions), showed a complex pattern in which there were
mixed results for some variables. Furthermore, in looking for the way in which farm
businesses are effected, a distinction should be drawn between the impact on technical
relationships (technical efficiency or rate of innovation) and on financial/economic
outcomes, which themselves may be measured in various ways (such as the value of
assets or level of indebtedness). The impact on profit or residual income is only one
such parameter.
Among the personal aspect that relate to business competence, overall there was
confirmation for the hypothesis that education, as part of the farmer's biography, will
have a positive effect on business efficiency and farm results, though some studies
9

A general awareness of the benefits of better and leaner business management is shown by research
undertaken as part of the Fresh Start Review (accenture, 2007). A survey of levy payers found that
about a third stated that better business know how and business improvement were key positive factors
contributing to their bottom line.
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failed to find such relationships. The other elements that contribute to the 'biography'
of farmers had been relatively little examined. Among research on the influence of
experience and/or age of the farmer both positive, negative and no relationships were
found. Rougoor et al. also found that almost all the available studies showed that
farm results were dependent on some aspects of drives and motivations, but that the
ways in which these were measured varied, making synthesis difficult. Some studies
of temperamental factors ('orientation') found links with business characteristics, but
the general conclusion (at the time) was that there was an information gap here.
Rougoor et al. (1998) conclude from the literature that the use of planning usually has
a positive effect on farm results (a specific skill identified in Section II.1 above).
Other relationships are more ambiguous. One way of gaining access to business
competence that the farmer him/herself does not possess in person is to buy it in by
hiring consultants. In the studies reviewed the use of consultants to aid (technical)
decisions had a mixed financial result, with the suggestion that the focus on technical
efficiency associated with consultants may lead to excessive production, at levels
beyond the economic optimum. On the implementation of decisions, no clear picture
emerged of the impact on the farm's financial results of the farmer's time spent on
management tasks and running systems, though this might be because of poor quality
data on the allocations of time to different activities. Similarly, results were mixed in
terms of the greater use of control systems.
Among the literature for the UK, work by Wilson et al (2001) on the technical
efficiency of wheat farms in eastern England shared a methodological feature of these
international findings by including explanatory variables that covered both personal
aspects and aspects of decision making. These comprised experience and further
education (biographical indicators) and the farmer's own ranking among their
objectives of profit maximisation and of maintaining the environment (both deemed to
reflect motivation). Another variable was constructed from the types of information
sources used; this formed a proxy for the practices and procedures in planning and
was expected to have a direct influence on implementation and control of decisions,
or aspects of the decision-making process in general. In the survey sample the
majority of farmers were operating relatively close to the fully-efficient frontier. The
number of years of experience bore a significant (if small) relationship with technical
efficiency, and the information source variables were also significant in explaining
technical efficiency, those who sought information being more efficient that those
farmers who consulted fewer information sources. It should be noted that the variable
of experience of further education was not statistically significant, though the
coefficient was of the anticipated direction (though, again, small). Both the profit
maximisation and the environmental priority objectives proved significant, those who
ranked these objectives highly being more efficient that those who did not, by the
order of 2%. While the first of these might be expected, the link with the environment
is perhaps less intuitive; Wilson et al. offer the explanation that farmers who are
environmentally aware may practice a more efficient use of inputs than those who are
environmentally less aware.
The significance of these findings to the present study of business competence comes
from the evidence that some, but not all, of the business variables can be influenced
by training and education, though the role of further education is thrown into some
doubt.
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Bone et al (2003), working in Australia, also found no significant difference in levels
of education between the top and bottom performing groups of farmers (using a
Business Performance Index, which is not described in detail). Thus acquisition of
(formal) knowledge did not necessarily lead to change that would improve
performance. Performance is a factor of ability and motivation and the findings
indicated that attitudes (self-efficacy, self-confidence, motivation, positive thinking,
proactivity, will to achieve) can enhance or inhibit the propensity to change and
improve performance. But, in contrast, Bone et a. cites other Australian research
where successful farmers were found to be more highly educated.
For England the relationship between education and farm performance could
potentially be explored using the Farm Business Survey. For the most recent years
this has collected the level of formal education of the farmer, other unpaid partners,
directors and managers, and of paid managers 10 . No distinction seems to be made
between the subjects in which educational qualifications have been obtained.
However, analysis that links this variable with farm characteristics (including
performance) does not yet appear to have been published.
At the level of training (in contrast with formal education) the top 20% of farm
operators were found by Bone (2003) to be more likely to have a more positive
attitude towards training and attend more training courses than the bottom 20%,
though the line of causality is by no means clear. The top quintiles tended to rate
business issues highly, seek out new information, use consultants, see change as a
positive phenomenon, create their own ways, and have a good understanding of the
Australian Goods and Services Tax and its implications for their business. Farmers at
both ends of the spectrum recognised the importance of planning to successful
operations, which suggests that training in this is a fundamental part of any policy to
improve performance, irrespective of its target group.
Perhaps surprisingly, there was a stronger preference for record keeping and analysis
from the bottom 20% and a bias for experiential learning from others with the top
20%. These results are consistent with the studies by Landvall (1992) on innovation
that suggests that learning occurs through experience doing the job. Murray-Prior and
Hart (1998) also established that farm business management activities were more
likely to be successful if they focused on hands-on activities with a considerable
amount of interaction between the participants. This informal learning occurs when an
individual decides that they need to know something to do their job and takes steps to
learn it 11 . Informal learning is self-motivated, self-directed and purposeful. It follows
that the top 20%, with high levels of self-efficacy, were more likely to initiate
informal learning opportunities in their workplace. Informal learning is predominantly
experiential and non-institutional.
Therefore, future education and training courses could assist this learning process by
providing appropriate learning guides and mentors in order to develop attitudes and
skills and produce explicit knowledge. In Bone et al.'s research, the bottom 20%’s
10

According to the 2006/2007 Farm Return (FAS 24 (Rev. 10/06) the education codes are: 0 = school
only; 1 = GCSE or equivalent; 2 = A level or equivalent' 3 = College / National Diploma / certificate; 4
= Degree; 5 = Postgraduate qualification; 6 = Apprenticeship; 7 = Other.
11
This point also emerged in discussions with a representative of Lantra.
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higher priority to production/sustainability compared to the top 20% suggests that
they may be less commercially oriented than the top performing farmers. The top 20%
prioritised the business topics of risk management, business expansion and business
planning higher than the bottom 20%. Popular training courses, such as financial
recording and computer skills, had a higher rating with the bottom 20% than the top
20%. The choice of training methodology produced some distinctive differences
between the two groups. Firstly, both groups recognised, as a first priority, the value
of proven and relevant courses. The bottom 20% put a higher value on short, suitably
timed programs and “hands-on”, practical experiences. The top 20% considered
quality presenters more highly than the bottom 20%.
Key points
•

The evidence on the association between factors thought to influence
business competence (such as education) and farm performance is less
clear-cut that might be assumed, though there is little to challenge view
that greater business competence is desirable.

•

More specific information could be useful in demonstrating the benefits
of taking steps to improve management competence and in encouraging
take up of training opportunities.

•

Other factors associated with good performance are more determined by
biographic characteristics, for example motivation.

II.4. Extent to which business competence impacts on development of the
business, including uptake of diversification,
This section looks at the relationship between business competence and change in the
farm, including diversification.
The earlier discussion of the nature of business competence found that many
commentators stress the greater importance of the skills that comprise competence in
times of rapid change, which may be economic, technical or policy-related. The
reform of the CAP, including the shift of support to the Single Farm Payment / Single
Area Payment from 2005, is one such change. Responses may be varied (including
shifts of enterprise mix, diversification, farm growth, and exit from the industry), but
it is unlikely that non-response is a tenable option.
Burton et al (1999), looking at the determinant of adoption of organic horticultural
techniques in the UK, found that organic producers are more likely to be younger and
the age at which they had started to work in agriculture were greater, some six to ten
years after their conventional counterparts. They were also more likely to be female.
Although the survey found that over 50 per cent of organic horticultural producers had
received further or higher education, this variable did not prove to be statistically
significant, contradicting some previous studies, particularly in the USA. Organic
producers prioritised a different set of information sources, a finding consistent with
the view that organic farming is information intensive and that this information is a
crucial element in innovation. Other farmers were a particularly important source,
pointing to the role of informal networks of organic producers. There were a number
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of attitudinal variables that were consistent with the view that adopting organic
production reflects lifestyle decisions, and to ignore these would be unsatisfactory.
In a survey of Australian farmers, Bone et al, (2003) found that, when it came to
identifying key attitudes and skills in order to bring about change in current practice,
there were differences between farmers according to their present level of economic
performance; the top 20% showed a slightly higher preference for business and
management skills than the bottom 20%, with a significant difference in the
proportions recognising planning as a training need (17% in the top quintile, 7% in the
bottom).
There is a long-established awareness in England (going back to at least 1972 when
socio-economic guidance schemes were introduced under EC Directives) that farmers
as a group are poorly equipped in terms of their human capital to diversify in the way
that economic pressures are requiring them to do. Rodgers (1994) has differentiated
between the general human capital that farmers possess and that which is farmspecific; the former is found to be particularly important in determining a person's
non-farm income, at least in the US context. The evidence based for the England
RDP (CRER, 2002) refers to the evidence in the Socio-Economic Determinants of the
Level and Rate of On-Farm Innovation (Gasson & Hill, 1996) that suggests “higher
levels of training are associated with greater on-farm innovation and technology
transfer.” The message that higher educational attainment is strongly associated with
agricultural restructuring, particularly in non-traditional forms, also comes from
Lobley et al. (2002).
Though for English farmers diversification is not a panacea, the possession of
provision of advice and training facilitates appears to be important to their success
(Smallbone et al., 2002). In England the Vocational Training Scheme (part of the
England Rural Development Programme 2000-06) underwent a mid-term evaluation
in 2003 (ADAS, 2003). A survey of people who had received training (which
embraced both business skills and technical ones, though it is not possible at this stage
to breakdown who received what training) found that less than one fifth of
respondents felt that the training had led to an increase in income, though perhaps this
was too early for such outcomes to be detected. However it was clear that a far larger
share of people that had received training had initiated changes and had equipped
themselves with ICT capability, which should be reflected in future incomes.
Perhaps surprising in the mid-term evaluation was the very low association of VTS
with diversification either within farming (including organic production) or in nonfarming activities – less than a fifth of beneficiaries under the VTS felt that the
scheme had led in these directions. The fact that there were other schemes within the
England RDP on diversification and organic conversion may be linked with this
response. The findings of the Mid-term Evaluation are discussed in greater detail in
Section II of this study.
Turner et al. (2006) recently conducted a study specifically focussed on public
funding and diversification on farms in England. Though primarily concerned with
grant aids, issues of business competence were touched on. Inadequate market
research, poor business skills and insufficient capital were found more likely to lead
to unsuccessful enterprises than a lack of advice. Stakeholders, administrators and
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advisers were strongly supportive of the importance of training (and on-going
mentoring) for successful diversification, though many farmers remained
unconvinced. There was an expressed preference for intensive training away from the
farm, rather than very short courses, which were the main form currently in use.
Business management training was rated either essential or very useful to
diversification by farmers that underwent it, more so than marketing or compliance
with regulations. However, two-thirds of diversified enterprises had been set up
without any training being involved.
The importance of education in securing a career outside farming is well illustrated
for Ireland by Hennessey and Rehman (2007) who examined the qualifications of
nominated heirs (successors). Planning for complete exit was relatively rare, most
opting for either pluriactivity, with the farm continuing as one occupation which was
to be combined with some other(s). Occupational choice and the decision to continue
in higher education were found to be made jointly. Those destined to take over the
more profitable farms, becoming full-time farmers, were less likely to pursue tertiary
education than those who were to become part-time. This example also points to the
need to have information on the line of causality when interpreting statistical
associations. In the absence of information on the development strategy of the farms
involved, an association between unprofitable farming and more higher education
among heirs could lead to quite erroneous conclusions about the relationship between
human capital and farm performance. The role of education in entry and exit has been
explored for England by ADAS (2004), with broadly similar findings on the strategic
role it plays in farm family business development over time.
Key points
•

Relationships can be found between change on the farm and educational
qualifications and management skills, but these do not seem to be strong.

•

Access to advice seems important.

•

In general there seems to be a lack of solid evidence on the way in which
business skills impacts on the development of farm businesses. In view of
the importance of adaptation of farms and structural adjustment as
responses to change, including to shifts in support mechanisms, this is an
area in which more research is recommended.

II.5. Extent to which diversification impacts on business competence
Pluriactivity is increasingly recognised as an enduring feature of the structure of
agriculture in OECD countries, not least the UK. Attention in agricultural policy is
often focussed on the way in which farm operators can use their land and other
agricultural assets in non-agricultural ways (on-farm tourism being a favourite form of
agricultural diversification). However, the other resources belonging to the farm
family (their labour, entrepreneurial ability and capital) are often spread to nonagricultural uses off the farm. Labour may be employed in other sectors or nonfarming business, or professional firms may be operated. Investments may be made
in non-agricultural businesses, including the provision of housing services. The
phenomenon of combining farming with some other occupation or profession was
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found to be common in the 19th century and helped explain the rate of survival at the
time of the severe agricultural depression that started in the late 1870s.
Gasson (1997) points out that many occupiers of farms, and probably the majority on
smaller holdings, have other jobs for which they may be qualified. She cites
examples where the acquisition of qualifications is part of a strategy to enable
younger family members on unviable farms to leave the sector. But in the UK
entrants can bring qualifications with them; a study in England and Wales is cited by
Gasson in which smaller farms were the most likely to be owned by new entrants,
typically members of professions or in business, for whom farming was never
intended to be more than a sideline. Such farmers tended to have the most 'personal
capital' in terms of higher education and training.
Pluriactivity is very heterogeneous, both in terms of how it arises and the sorts of
forms it takes (types of activities, status in the off-farm occupation, degree of income
dependency etc.). Though the incidence of such diversification of family activities is
most prevalent among the smallest farms, an element can be found across the size
spectrum. While the lowest (relative) incidence occurs among the small commercial
units, it is probably more common again among the very largest farms, which are
often parts of portfolios of multiple businesses.
A pluriactive household can arise in many ways. One way is though the development
of non-agricultural activities by farm families (farming being their only previous
occupation) under economic pressure from falling returns from agriculture. This path
of development is the one that attracts the greatest attention from agricultural
policymakers, however, in England they only account for a minority of cases.
Experience in other businesses can impact on the way the farm is run. Other routes
include people with established careers in other occupations buying themselves into
farming (usually but not exclusively acquiring small farms) with a mix of quality-oflife and commercial/investment motives in mind. They are diversifying into
agriculture. There are also some occupiers who have made a 'U' turn, such as children
of farmers who had established careers off the farm but who received the farm by
inheritance or other inter-generational transfer of assets. Change of occupancy,
whether by sale or by other means, has been identified as a key point at which
pluriactivity is brought about.
While in some cases the pluriactivity is a transitory phenomenon, as people move out
of agriculture altogether of move in to become full-time farmers, in many others (and
probably the majority) it is a stable and enduring form, bringing both financial and
non-financial benefits.
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Key points
•
Many of the routes of by which a farm becomes part of a diversified set of
economic activities (pluriactivity, diversified businesses) bring skills into
this sector.
•

While some of these skills and abilities (such as pop music, or dentistry)
may have little direct relevance to agriculture, it should be noted that, at
least as far as innovating behaviour in agriculture is concerned, the type of
higher education that an operator possesses does not appear to be of
importance. The significant element is the exposure to the HE experience.

•

Others (accountancy, law, banking, IT) are more immediately applicable,
and success in running a business in another sector will also bring
commercial experience.

•

A competent entrepreneur from a non-farming background will recognise
where skills are needed (both technical ones to do with production and the
more operational ones involved in business management) and take the
steps necessary to ensure they are available in the types and quantities
required to make the farm operational. This will include taking up
(perhaps not in person) training courses and making use of consultants.

•

There is an information gap on the extent to which skills associated with
business competency are brought into the sector by pluriactive incomers.
This suggests an interesting area for research.

II.6. Barriers to acquiring business competence
The barriers to acquiring business competence relate to both education and the more
specific training needed to manage farms. According to the Defra webpage on training
(accessed Jan 2, 2007), the uptake of training in the farming and forestry sectors
historically has been poor. The explanation seems to lie principally on the demand
side rather than the supply side.
On the supply side, in higher education excess capacity seems to be the prime
characteristic, leading institutions to lower entry bars and to seek alternative ways of
using their facilities. In training, Turner et al. (2006) found that there were plenty of
courses available to farmers who wished to diversify their businesses as a response to
the changing economic and policy environment in which agriculture was placed, but a
distinct lack of enthusiasm for training among farmers. Two-thirds who had
diversified had not made use of training, despite a lack of experience and knowledge
of the new enterprises they had entered. Not all the evidence supports this view, and
Errington and Nolan (1997) found (in Devon and Cornwall) a lack of training
provision, but this may have been overtaken by events both on the demand and supply
sides. Defra's 2004 Learning, Skills and Knowledge Review also concluded that
access to learning opportunities is limited, but this seemed to be not because of the
lack of courses (or providers) but more because of a lack of awareness among farmers
or because of the way in which they were structured (timing, duration, distance to the
provider etc.). In particular, the multiplicity of publicly-funded support services with
different access points was confusing and uncoordinated. (Supply side issues are
dealt with in detail in Part III of this report.)
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On the demand side many comments are encountered that suggest that there is a
potential willingness to improve management capacity by undertaking education and
training, but that somehow this is not expressed. The UK's Council for Excellence in
Management and Leadership (2002a, 2002b) is much concerned with enabling this
potential among SMEs to be realised and with meeting it.
Research on SMEs in general (OECD, 2003) suggests that the smallest businesses
(which would include most farms) face the greatest problems to acquiring training in
management skills. There may be additional factors associated with operating in rural
areas that impose barriers that are common to agriculture and other small businesses
located there. Both demand and supply side impediments need consideration. For
example, it has been shown in Productivity in Rural England (Defra, 2005b) that the
proportion of people in the most rural areas of England receiving job-related training
is consistently lower than the England average. While there may be some particular
barriers to uptake in farming, any explanation for this lower incidence of training
must look primarily at other sectors because agriculture now represents only a minor
share of rural employment in most areas.
The nature of these barriers to acquiring business competence is important, as they
may form the basis of justifications for government intervention to overcome them.
This is particularly the case if issues of market failure or equity can be uncovered, and
if the costs of remedying them are modest in comparison with the benefits achieved.
II.6.1 Personal characteristics as barriers
Following on from earlier discussion on entrepreneurship in agriculture, it appears
that among the factors that may inhibit the uptake of education and skills linked with
business competence are the personal characteristics (including age and intelligence)
and the personality and motivation of the present cohort of farmers and their families.
Some of these are capable of being influenced (such as the more positive attitudes to
training that appear to flow from higher education), and some not, being only
addressed by turnover of occupiers and succession. Bone (2003) for Australia
commented that barriers to further learning in Australia have been linked to low selfefficacy and esteem, in that people often underestimate their own experience and
knowledge and overestimate others (reporting Johnson, Bone & Knight, 1996).
Farmers were often working in isolation and thus found it difficult to conceive of
alternatives to their working situation. These factors may apply in the UK. The
research on Lessons from the Land Management Initiatives (LMI) carried out for the
Countryside Agency (CCRU, 2003) reported that farmers do not regard training as a
priority, but this may be the result of other factors rather than something that is an
inherent characteristics of the people involved.
II.6.2 Structure of agriculture as a barrier
According to Defra's Economic Appraisal of the RDP (Defra, 2000?) and the midterm evaluation of training element in the England Rural Development Programme
(ADAS, 2003), agriculture's structure poses problems of diseconomies of size and
encourages strategic behaviour by farmers, both of which result in sub-optimal uptake
of training. Agriculture is characterised by small businesses, particularly in terms of
the level of employment per unit, with around three quarters of all main holdings in
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England providing work for fewer than 3 regular workers in 1997. In such industries it
is often difficult for businesses to act individually, or even collectively, to support
training initiatives. The transactions costs of setting up voluntary solutions (networks
to arrange training) may be relatively great in comparison to the uncertainty of the
anticipated benefits, in which case the rational decisions is to abstain from training.
Nevertheless, examples of such cooperation exist (Errington and Nolan, 1997).
These researchers also note that the family nature of farm businesses, though often
seen as a strength, is also a potential source of weakness with regard to the
development of human capital. Family tuition provides a one-to-one relationship but,
according to their survey findings, this often militates against willingness to use
formal training. In addition, releasing people in a micro-business for off-farm training
may pose technical problems.
Defra's Learning, Skills and Knowledge Review (2004), quoted in the draft England
strategy for the RDP 2007-13 (Defra, 2006b), suggested other possible barriers to
skills enhancement: for example, in some regions of England it can be difficult for
rural businesses to access mainstream training and advice packages because of the
lack of critical mass, the high unit cost of training in such areas, and their 'limited
economic pull' (a term not explained).
Where the training of employees is concerned, there is a risk that trained workers may
leave to work elsewhere, so the cost of training to the individual business is not
recouped, though other economic agents (including consumers) may benefit from
their enhanced skills. 'The fact that training tends to raise the mobility of labour by
increasing skill levels and raising the attractiveness of workers to competing
employers acts as a disincentive to individual initiative (on the part of the employer)
or voluntary collective action.'
II.6.3 Barrier of imperfect information
The Mid-term Evaluation of the ERDP (ADAS, 2003), referring to the reasons why
insufficient training is undergone in agriculture (quoting the HM Treasury Green
Book). This included imperfect information, leading to employees being unable to
judge the quality of their training or appreciate the benefits. This reduces their
willingness to accept lower wages during the training period or receive any training at
all; though couched in terms relevant to employees who may finance their own
training, the logic is easily adapted to self-employed farmers.
II.6.4 Credit and finance barriers
Training involves costs, which may be private or public or a combination, but
individuals who embark on it expect to obtain benefit in various ways. Some
individuals may wish to borrow to fund training in the expectation that they will be
able to pay back the loan through higher future wages or earnings (if self-employed).
However, low paid employees in particular are likely to be credit-constrained and
unable to obtain loans to pay for training, a problem that may be particularly
significant among hired labour in farming.
In times when there is a downward pressure on the profits from farming the sector
may offer fewer opportunities for training its employees. Anecdotal evidence from
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discussion with farmers 12 suggests that few treat expenditure as a budgeted item in
their plans, and that sums available to finance training are unpredictable and liable to
interruption. Credit market imperfections and constraints may come into play for
heavily indebted farmers, especially in the tenanted sector with their typically smaller
assets base.
However, a study for the National Audit Office (NAO, 2004) suggested that in many
cases it was not the lack of capital that formed the barrier to farmers adapting their
businesses to future needs, but a lack of advice and support in taking forward such
adaptation.
II.6.5 Barriers in the delivery of training
In rural areas there are important issues surrounding the delivery of training which
may pose impediments to the development of business competence among farmers.
Green and Hardhill (2003) cite the low numbers of potential learners, the challenge to
what may be the sole provider in an area of delivering a broad and diverse curriculum,
relatively high costs of provision, and higher fixed administrative and travel costs
associated with service delivery in areas of dispersed populations. Such problems
would be expected to be more acute in areas of lowest population densities; there is
some indirect supporting evidence for this concerning management skills from the
2004 Small Business Survey (Telford, 2006). However, differences between the
educational qualifications of business owners in dispersed rural areas, in villages, in
rural towns and in urban areas were small, suggesting that rurality does not constitute
a significant barrier to the delivery of formal schooling and higher education.
The economic appraisal of the training element of the England RDP by Defra (2000?)
identified several aspects of the delivery mechanism of existing training as being
implied barriers. Consequently the introduction of the Vocational Training Scheme
aimed to secure a significant increase in training volumes in part by addressing the
problems they posed. This would involve :
•

providing more flexible delivery mechanisms (implying that the existing
system was inflexible);

•

providing more local / community based training facilities (implying
access was an issue);

•

creating more lifelong learning programmes (implying that the existing
schemes did not permit a matching of career need with provision);

•

overcoming problems of delivering practical craft skill training
(suggesting that these were an area of particular difficulty);

•

assisting with the cost of training (implying that cost was an issue);

The research report on Lessons from the Land Management Initiatives (LMI) carried
out for the Countryside Agency also identified several problems across the LMIs with
regard to VTS (CCRU, 2003). These included the issue of inappropriate scale – VTS
generally involved large applications for a relatively large number of days of training,
whereas most farmers were seeking shorter periods of training. The general lack of
12

Discussion with participants in the 2007 WCF Advanced Farm Management Course held at Wye.

45

Project on Business Competence – Berkeley Hill

innovation in VTS-supported training provision was also highlighted in this report.
Several LMIs reported that VTS simply subsidised established training providers
offering conventional courses that might not truly reflect ERDP objectives. They
called for VTS to better support environmental training for farmers. The report also
wanted to find “other ways of stimulating the ‘reorientation’ of farmers’ perspectives
about their future land use and income options.”
The NAO (2004), commenting on the findings from the Mid-term Evaluation of the
VTS, also identified some aspects of its administration that apparently were proving
to be a barrier. Some three quarters of farmers were not aware of the VTS, suggesting
a communications problem. Although a large number of training days had been
funded under the VTS, some training providers had difficulty filling places. Defra had
attempted to address this by changing some of the Scheme's rules to make it easier
for individuals to apply for support, such as by removing the minimum number of
training days and introducing a 'fast-track' application procedure for individual
trainees. The blanket exclusion for funding for training required by legislation was
also removed.
II.6.6 Time constraint barrier
Several pieces of research on training have highlighted the difficulty of participants
finding time for training (implying that time constraints were important) and have
looked at ways of helping them (Defra, 2000?). This view is repeated in the England
Strategy for the next RDP 2007-13 (Defra, 2006b). Other studies have also found it
difficult to get farmers off-farm to attend training events (CCRU, 2003). Time
availability seems a generic problem of small businesses rather than a phenomenon
peculiar to farming (OECD, 2003), though longer travel times to reach training
centres in more sparsely populated regions may be an issue for rural firms.
In the research Lessons from the LMI (CCRU, 2003) the main evaluation survey
showed that 49% of respondents agreed with the statement that it is difficult to find
the time to undertake training. Hence innovation in the delivery of training, such as
distance learning which allows the trainees to chose their own times, would be
welcome. A further 48% stated they did not have the staff to run the business while
training. More flexible innovative delivery mechanisms could help to improve the
impact of the scheme, something that was also recommended for application to all
SMEs by the UK Council for Excellence in Management and Leadership (2000b) and
the OECD (2003). The provision of a farm relief service, which could attract funding
under the Rural Enterprise Scheme (paragraphs 9.7.16 – 9.7.19)(rather than the VTS)
might be expected to help overcome any time pressure problem.
However, discussions with Lantra in course of drawing up this report have cast doubt
on the strength of the time constrain as a barrier to acquiring business (and technical)
skills. Anecdotal evidence suggests that this may be a convenient way of covering
other more fundamental factors that cause farm operators, particularly the selfemployed, give training a low priority.
II.6.7 Lack of social capital
The OECD (2003) notes that research findings indicate that managers of small
businesses (in general) learn best in broadly homogeneous groups and where
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interactions are possible to confront, help and share problems. The importance of the
individual's ability to participate in networking, which might be considered a form of
social capital, is illustrated by the review by Defra of the Vocational Training Scheme
(Defra, 2002b). This showed that regions that had training groups supported, either
through the old Agricultural Training Board (ATB) network or more recently Lantra,
were more successful in putting together applications compared to the areas that had
few supported training groups. This accounted for the differences in regional spend.
Key points


Several types of barrier to acquiring business competence have been
identified. These include
o Personality of the present cohort of farmers
o Structure of the industry (business size and family nature of
farms)
o Information deficiencies
o Costs to the individual of education and training
o Characteristics of delivery mechanism of education and training
o Time constraints of trainees
o Lack of social capital



Only some of these barriers are capable of being addressed by policy,
of which information deficiencies and avoidance of problems in the
delivery system seem the most readily lowered barriers.

II.7. Relationship between age and business competence
Gasson (1997) pointed out that there is a clear relationship between age and level of
educational attainment among UK farmers, the younger farmers having a steeply
increased level of formal education. Most studies cited found higher levels of
education among successors than the farmers they were following However, this was
heavily influenced by the 'vintage effect' and the expansion of secondary and tertiary
education, especially in the second half of the 20th century.
In Gasson's review of six different surveys that had looked at the relationship,
notwithstanding their differences between methodologies, the results suggested that
less than 10% of farmers born before the First World War ever acquired formal
qualifications. For those born between the Wars, between 10% and 30% gained
qualifications. Among those under 40 years old (at the time of survey and thus born
post-Second World War), the surveys found that around three quarters had at least
school-level qualifications, and some (rather fragmentary) evidence found that three
quarters of young farmers (between 25 and 34 years old) had some kind of formal
education or training in agriculture or a related subject since leaving school. In
Gasson's view the potential impact of this relatively high proportion of the younger
generation with college or university training was tempered by the finding (citing
Warren and Hoggard, 1990) that those who emerge from such educational institutions
typically have to wait 10-15 years before being able to exert an effective influence on
farm business management, with the danger that their knowledge may become dated.
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Lantra (2001a) also states that national evidence shows that a 50-59 year old is twice
as likely than 20-29 year old to possess no formal qualifications.
In discussion with Lantra during the drawing up of this report it was pointed out that
age is not necessarily associated with poorer business skills, and that younger farmers
are not necessarily the most able to innovate and react to changes in their economic,
technical and policy environments. Formal education is only one factor associated
with business competence, and perhaps not the most potent. Attitudes and motivations
are at least as important.
Another factor to be considered is that, while agricultural statistics (for example the
Farm Structure Survey in the EU, to which England contributes) often assume that
there is a single principal farmer, and the biographical details that are recorded for the
holding are those of this person. In practice, many farm businesses will contain
several people who share in business decisions, whether formally as partners and
directors, as managers with designated responsibilities (such as for an enterprise), or
informally as part of the farm household. Consequently, the principal farmer, if one
exists, may not be responsible for exercising all the business skills the farm possesses,
and age of the principal farmer may be a misleading parameter with which to correlate
the competence of the farm as a whole. If, as seems to be the case, that there is a
general rise in the extent to which entrepreneurial responsibility is being spread on
English farms, the age of the principal farmer may be loosing its relevance.
Key points


There is evidence for a relationship between age and formal
educational qualifications, though this is probably largely a 'vintage'
effect and can be expected to be now much diminished.



Changes in the way that farm businesses are run, with a greater spread
of managerial and entrepreneurial responsibility, is probably reducing
the relevance of any link with the age of the person recognised for
statistics purposes as the principal farmer.



The way that different people found on a holding have business skills
and exercise them to achieve business competence for the farm as a
whole is an interesting subject for research.



There is a need to develop data sources to gather evidence on human
capital at the farm household level.

II.8 Returns to qualifications in education and skills that are associated with
business competence
Earlier sections have indicated that higher levels of education and training tend to be
associated with more profitable and better performing farms, though the relationship
is not simple. Of course, the lack of a qualification does not necessarily mean the lack
of business skills, nor does passing tests and examinations necessarily mean that the
person's skills are fully operational in the context of running a business (though this
will depend on the nature of the qualification). Nevertheless, the possession of

48

Project on Business Competence – Berkeley Hill

qualifications is often taken as a proxy for capacity to exercise a skill. This raises the
issue of whether it is possible to demonstrate rates of return to different levels of
education and training in business skills. If these are evident, especially in the form of
higher incomes (which may come through costs avoided), the task of persuading
people to acquire them is made easier.
Looking at education and training in the economy as a whole (that is, across all
sectors including agriculture), studies have been made of the value to the individual in
terms of the earnings potential of education (Sianesi, 2003; Walker and Zhu, 2001),
which tend to show wide variations for the UK between the marginal returns for
different levels and types of education. Professional qualifications gave the highest
returns and a first degree the second highest, but with higher degrees providing a
lower return. An attainment of five or good GCSE's gave a return very similar to that
of a first degree (27%), but a small number of GCSEs (1-4) a gave figure similar to
that of a higher degree (15%). 13
The literature shows that there is variation between the sector in which assessment
takes place (Sianesi, 2003) and between subjects of study (Walker and Zhu, 2001), so
rewards from the general education of farmers may not correspond with the allindustries average. However, no specific UK literature has been encountered on the
private returns to education and training of people in agriculture, either in general or
in skills related to business competence in particular. Neither has there been any
assessment of the returns to courses that might be considered to be agricultural in
nature (in which case the rewards might be earned in other sectors) or delivered by
institutions that are land-based. This seems to be an information gap that could be
filled.
Such studies that exist on the specific relationship between education and agriculture
tend to be in countries that are strongly dissimilar from England; for example, work
by Taylor and Yunez-Naude (2000) in rural Mexico show a high return to years spent
in school, with a return in terms of income of nearly 10% per year to the head of
household but also with a link to the development of new (off-farm) income sources
and a switch to those sort of agricultural activity that could benefit from a more
educated workforce. Their review of other research in developing countries, which
reveals mixed results, points to the need to take into account technological change and
diversification; at least some of the low or negative returns to schooling appear to
flow from the poor scientific design of the research, such as by taking too narrow a
view of activity choice and of failing to include variables on the education of
members of the farmer's family.
Private returns, of course, do not necessarily reflect the benefits to society, and private
costs may be very different from social costs when an element of public funding is
involved (US Congress, 2000). A social view of the benefits from education and
training applied to agriculture would need to take into account the impact of increases
of output resulting from increased productivity on price levels and the value of
aggregate production, and on the ability of labour to leave farming to find uses in
other industries. This issue is revised in Section IV.
13

In the same study NVQs (3-5) gave a small positive return whereas for NVQ 1 and 2 they were
negative. Again, NVQs in agriculture did not necessarily have the same results as the all-industry
national average.
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Key points


No estimates of the rates of return to different forms of education and training
in an agricultural context appear to be available, either in general or in relation
to business skills. This information would be necessary to the allocation of
public resources between the various forms of government intervention to
raise business competence in agriculture, and to compare returns with using
these resources in agriculture or in other sectors.



Without this information it is not possible to judge the marginal efficiency of
using public resources in supporting education and training in agriculture.



Estimating private rates of return in agriculture (that is, calculation using the
costs and benefits to the individual) and social rates of return (that is,
comparing the resource costs and overall benefits, which may be greater than
those accruing to the trained person) seem to present a useful avenue of
economic research.

II.9. Why some farmers have business competence and others do not
This forms a convenient point at which to bring together the research findings covered
in previous sections to summarise the factors explaining why some farmers have
business competence and others do not. Because many farms are operated by more
than one individual, the skills available to be business are likely to be greater than
those possessed by the person who, for statistical convenience, may be regarded as the
principal farmer. The indicators of human capital commonly applied when studying
the capacity of farm operators – such as educational attainments or skills
qualifications – do not always bear a close relationship with the observed financial
performance of the farm business, and only some of these are to do with business
skills.
Some of the factors associated with greater business competence are capable of
manipulation, for example by education and training. Factors associated with
business competence cover the following groups:
•

The personal attributes of the people responsible for managing farms that
are not capable of being changed (other than by replacing one set of
managers by another), such as age, intelligence and personality. Over
time these factors will shift, as inter-generational transfer of farms takes
place and entries and exists occur.

•

The biographies of these people, including their education levels and
experience (both in agriculture and in other occupations) that shape their
generic behaviour (such as innovation and search for information).
Evidence on the impact of formal education on farm performance is
mixed, but perhaps this is because studies usually fail to capture the
longer-term benefits in facilitating structural change. Again, in the shortterm the opportunity for changing formal education levels is limited, but
with succession by younger family members and with entry by people
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from non-farm backgrounds (especially as part-time farmers) these groups
of factors will shift. Skills brought by incomers have also been noted as a
valuable resource to businesses in general located in rural areas
(Smallbone et al, 2002).
•

The skills in specific areas of business management of the individuals that
comprise the institutional unit (firm, which will often be the farm
household or partnership). The ability to plan seems to be a key skill in
determining business performance. The provision of vocationally-related
education (such as HE courses in business management or agricultural
business management) and training (for example, in marketing or
financial control) will have their greatest relevance here, though with
different time spans. At least some of this specific training will become
obsolete with the passing of time, requiring a continuous process of
updating.

•

The access that managers have to these skills from other economic agents
(hire of consultants, use of services provided free or at reduced rates using
public funds etc.). The use of consultants is one aspect of business
management in which training may be given.

•

There are also factors related to the delivery of this human capital
investment that help explain why some farmers currently have
competences and other do not. Attention has been drawn to market
imperfections (such as lack of awareness of the benefits from training, and
risk of bearing costs without being assured of benefits) and, in particular,
the difficulty in small businesses of being able to allocate time to this
process, especially when the operations of the farm depend on the
presence of an particular individual. Many of the delivery problems seem
to be at their most severe among the smaller farms on which there is no
other source of income (though not necessarily the smallest, where other
gainful activities to the household are often present).
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PART III – STOCKTAKE OF PUBLICLY FUNDED MEASURES
The OECD's overview report on management training in SMEs found that countries
used a variety of delivery mechanisms (OECD, 2003). Colleges and universities,
private sector providers, chambers of commerce and industry associations, and public
organisations were involved, though in different balances and combinations. The
OECD observed that the UK appeared to place (relatively) heavy emphasis on
supporting one-to-one consultancy guidance for SMEs, but only had small scale
schemes to provide management training. The inference was that there is no single
"best" institutional model for management development; delivery has to be contingent
on the circumstances of each country. For the UK the SME Working Group of the
Council for Excellence in Management and Leadership (2002b), set up by the
Secretaries of State for Education and Employment and for Trade and Industry, noted
that there is was plethora of schemes available to support management development,
many publicly funded. However, they had been created on a piecemeal basis, and
entrepreneurs were confused by the array of opportunities. Of course, the special
provisions for agriculture add a further dimension.
Publicly funded measures affecting business competence among the operators of
agricultural businesses can be grouped as follows:
•
•
•

education
training in skills to enhance business competence that is not specific to
the operators of farm businesses but which are available to them
vocational training schemes targeted at the agricultural sector (with
forestry and related industries)

While formal education is primarily an activity undertaken by young people, training
in skills is something that can be experienced either at the outset of a career (which
might be linked with education) or later, such as through participating in Continuing
Professional Development (CPD) programmes (which may themselves contain an
educational dimension).
Consideration of the use of public funds to provide advice to farmers and farm
businesses and the performance of schemes to deliver this advice (such as the
Agricultural Development Scheme) is outside the coverage of this research project.
However, it is worth noting that advice, both public and privately funded (and now
typically provided by the private sector) is a tool commonly used by competent
business managers.
The supply of education and training of English residents leading to business
competence can be thought of as having two components. The first is "replacement"
for the turnover of people in the agricultural industry, so that a dynamic equilibrium
can be maintained. The second is "incremental", in that it raises the level of
competence above the existing equilibrium level. Of course, immigration can bring
skills developed in other countries, and emigration will lose it to the domestic
economy.
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Lantra has described current provision in the documentation provided to the Sector
Skills Development Agency (SSDA) leading towards the Sector Skills Agreement
(SSA) for the Environmental and Land-based Sector. The Stage 2: Assessment of
Current Provision (Lantra, 2005e) covers the UK and the Stages 1-3 Report England
National Consultation Document (Lantra, 2005f) summarises the situation for
England. The coverage is wider than agriculture (as defined for purposes of National
Accounts or for the Farm Business Survey), but many of the other sub-sectors are
activities in which some farm businesses are already involved or might be interested
when considering diversification (e.g. landscape, trees and timber, equine).

III.1. Education
Farmers and their families, like other members of society, are subject to compulsory
school education up to the statutory age, after which a number of voluntary routes are
open to young people. While issues of general education are beyond the direct
responsibility of Defra, there may be room to influence developments through, for
example, rural proofing of plans for the supply of school places.
As noted above, the attained level of (non-vocational) education has an impact on the
way businesses are run. In part this can be seen as a form of human capital that is
reflected in the capacity of a person to carry out the actions required of management.
In part its impact flows from the actions that a greater level of education fosters, for
example in a greater willingness to seek out opportunities for technical training and
advice that has been found to be a characteristic of farmers with higher levels of
formal education. Core educational attainments (such as basic literacy and numeracy
and related communications skills, including ICT 14 ) are likely to be essential to the
exercise of business competence (though examples can be found of successful
entrepreneurs who have very limited formal education). No easy differentiation in
terms of the impact on business competence can be drawn between education that
uses subjects that bear some obvious relationship with management of agricultural
businesses (for example, mathematics, economics, biology) and that which does not
(such as history, languages or fine art). It seems to be the exposure to study at this
level, rather than the subject studied, that is critical to behaviour such as the take up of
innovation and the searching for information.
Education in state-sector schools is both publicly funded and publicly provided.
Those parents who choose private sector education could, in principle, have access to
public funds. It seems that there are now few schools that have a distinctly
agricultural element in their curriculum (Rural Science appears to have contracted as
environmental studies have expanded), and the number with farms attached to them
(once common) is much reduced 15 . There are currently 65 school farms across the
UK, each providing a range of services that link into the National Curriculum, though
their emphasis seems to be largely on the technology of the production process
(including animal welfare) rather than the business aspects (School Farms Network,
2006).
14

The use of computers and the internet as a source of information has been the subject of special study
(see Warren et al., 2000)
15
In 1990 it was estimated that 31 of Conwall's 33 secondary schools taught Rural Science, and that 29
of these had animals or gardens on site (School Farms Network, 2006).
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Post-school, non-compulsory education (Further Education (FE) and Higher
Education (HE)) is at least part-funded by the state, and this applies both to studies
that might be considered directly related to business competence in agriculture and to
other subjects that might be studied by people who become farmers. In HE the
contributions made by the individual (or their parents) has broadened the burden as
the result of the abolition of maintenance grants and the introduction of top-up fees.
This has raised doubts about equity of access to HE. The agriculture-related subjects
are dealt with below.
Enhancing educational levels as a way of improving economic performance is a longterm exercise and forms part of general policies on regeneration, social inclusion and
productivity. In a review of public funding and returns on education in Europe, the
PuRE project found that investing in the education of individuals raises their
productivity in working life, and thus contributes to productivity and output growth in
the economy (PuRE, 2001). Throughout Europe there is a potentially higher-thanaverage return on education from socially-deprived groups of people who have
acquired little education. The strengthening of the national economy is used to justify
governmental involvement in the production and financing of education. The recent
Leitch report (Leitch, 2006) draws attention to the relatively small number of UK
graduates and the likely implications this holds for the longer-term economic
prospects for the economy.
Key points
•
•
•
•

Formal education is very largely (compulsory school level and FE) or
partly (FE and HE) financed by public funds.
In general, education appears to raise national productivity and strengthen
the national economy
Attempts to raise the level of business competence by training in specific
business skills must be seen against the wider background of the provision
of education
Education seems to facilitate enhancing business competence in other
ways, such as searching for information, increasing innovation and the
greater use of advice and training.

III.2. Training in business skills which is not specifically targeted at people
working in agriculture
The first category of publicly funded measures concerns those that, in principle, are
not restricted to people working in the agricultural industry. Restricted measures are
dealt with in the next section.
Defra, in its Strategy Document for the next England Rural Development Programme
2007-13 (Defra, 2006b) asserts that most business support, advice and training for the
agrifood and forestry sectors is delivered through mainstream services applying to all
businesses, though no supporting evidence is offered. This approach has benefits in
terms of streamlining delivery and recognising the integral role of agriculture and
forestry in the wider economies of rural areas and communities.
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Defra, in its Sustainable Farming and Food Strategy (Defra, 2006c) points to the
generic business support needs provision through the Business Link network,
managed by the Regional Development Agencies. Making farmers more aware of
such services is seen as one function of Defra media, including giving information on
the 'While Farm Approach' 16 .
Data from the Department for Education and Skills found that in 2004/05 some
63,000 students were taking 'land-based provision' courses in Further Education in
England (72,000 for the UK)(Table III.1). This included (presumably) the 'industries'
(more in the nature of sub-sectors) for which Lantra is responsible. Some 11 thousand
were in UK HE institutions studying a group of subjects that included agriculture and
veterinary science. Some, but not all, of these FE and GE courses would have impact
of business competence, and this competence could also have been affected by the
study of other courses. Errington and Nolan (1997) point to the very substantial
restructuring that had taken place even by then among the FE and HE institutions
concerned with agriculture and related land-based education and training.
Table III.1.

Data from Education and Training Statistics for the United
Kingdom 2006 (Department for Education and Skills)

Employees in any form
of job related training
(in last 4 weeks)

Agriculture,
forestry and
fisheries

Employees in any form
of job related training
under present employer

Agriculture,
forestry and
fisheries

Students in FE

Land-based
provision
Vet Science,
agriculture and
related
Vet Science,
agriculture and
related
Vet Science,
agriculture and
related
Vet Science,
agriculture and
related

Students in HE
- First degree
First degrees awarded
Students in HE
- postgraduate
Postgraduate degrees
awarded

Date
2006

2006

UK
Percent of
total number of
employees
9.2% =15,000
Percent of
total number of
employees 60.6
(= 98,000)

England

Numbers (000)
2004/05 21 FT/51PT
20FT /
43PT
2004/05 11 FT/ 0.5 PT
2004/05 2.9
2004/05 2.2 FT/ 1.9 PT
2004/05 1.4

16

The 'Rural Enterprise and Skills' webpage, within Defra's Rural Affairs website, also mentions Rural
Business Pathfinder, operated by the Small Business Service, that applied in the Welland sub-region of
the East Midlands.
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In 2001 Lantra gave a more comprehensive description of the spectrum of training
then underway. Its key points were that:
•
•
•
•
•
•
•

There were 51 specialist agriculture and horticulture HE and FE colleges
(including university faculties)
A further 190 general FE colleges offered land-based qualifications in
specialist departments
There were 600 employer-led training groups
360 training providers, including colleges, were registered with Lantra
(non-registered providers were estimated at 1,000)
97,000 students were enrolled on full or part time courses in the UK
Approximately 100,000 individuals undertook short courses in
1999/2000
2,123 Modern Apprentices had completed since this programme began
in 1994

According to Lantra (2001a), FE colleges are vital providers of training in the landbased sector (which covers more than agriculture and horticulture). Provision is
concentrated in specialist agriculture/horticulture colleges but many land-based
courses are also offered at general colleges of FE. There were over 84,500 students in
England on Programme Area 2 (agriculture and land-based) courses. This represents
2.2% of enrolments for the total English FE population. Of the 84,500 students, over
67,000 were enrolled on FEFC funded programmes (implying the use of public funds
for this training) and almost 17,000 enrolled on non-funded programmes.
There were also approximately 300 enrolments for courses funded by the Department
of Higher and Further Education, Training and Development.
Finding the amount of public support to education and training that is directed at
agriculture is difficult because of the fragmented nature of the supply system and its
overlap with general education. One of the few available pieces of information relates
to the expenditure on FE. According to data assembled by Lantra in its 2005
Assessment of Current Provision, in the period 2000-4 the Learning and Skills
Council committed some £192m in core funding for FE in the land-based areas of
learning, supporting some 160,000 enrolees, plus another £50m on additional learner
support. In 2003-4 the spending on this sector represented 2% of the total LSC
budget for that year.
No estimates of the public funding of HE courses related to agriculture appear to be
available. However, the HE end of the educational scale in agriculture has received
some special attention in farm management circles (Park et al, 2002). While
acknowledging that agriculture as a whole needs skills of many types, many of the
managers in this industry are likely to have undergone courses at degree or HND
levels. The authors had concerns over the quality of applicants, changes in ways of
teaching and organisation of courses that may not achieve the previous level of
outcome in terms of learning experience, and the consequences of over-supply for the
institutions providing courses. Park et al. describe the strategy adopted by some,
including withdrawal from this subject area and diversification into business courses
not obviously related to agriculture, environmental studies etc.. They point out that,
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following a period of expansion, the number of applicants and acceptances for degree
and HND places in the Agriculture (D2) group of courses in the UK had held up quite
well, at least from 1996 to 2001, though against a background of expansion in other
subjects and with a sharp fall of applicants in the last years. In 2001 there were 1,537
successful degree applications and 1,241 HNDs (compared with 1,482 and 1,187
respectively for 1996). However, since then there has been a substantial shrinkage in
numbers now applying for advanced courses in agriculture. UCAS statistics show
combined degree/HND numbers in the UK in 2005 at barely half the 2001 level
(1,452 in 2005 compared with 2,751 in 2001) 17 . The inevitable conclusion is that, the
demand for HE courses (and HNDs) has shrunk dramatically in a short period. It is
by no means certain that this shrinkage implies anything negative about the future
prospects of farming.
For the future business competence of the industry it would be instructive to know
what educational paths have been followed by the students who might have been
expected to take these HE qualifications, and what types of degree and other
qualifications those entering the industry now have pursued. Degrees in general
business studies, economics and accountancy may be seen as preferable to courses
specific to agriculture, especially in the light of the structural changes anticipated for
farming within the working lives of today's student cohorts.
Lantra also reported on other forms of training. Lantra maintain a register of training
providers who supply short courses for land-based industries. In 2001 Lantra had
registered 360 training providers, some of which were colleges and machinery rings.
In the year to 1 April 2000, over 25,000 people took part in courses registered with
Lantra. Unfortunately information on the breakdown of these courses so that those
directly related to business competence is not forthcoming. Survey work done by
Lantra with the training providers estimates that courses registered with Lantra
accounted for approximately 25% of all work-based short course provision, indicating
a total figure of 100,000 for overall participation. The non-registered courses included
training provided by commercial and professional firms without the use of public
funds, such as tax-planning seminars by accountancy firms. Other forms of training
also existed (apprenticeships, distance learning 18 ).
Key points
•

Comprehensive figures on the supply of education and training using
public resources that impacts on agriculture are difficult to come by, not
least because education is often generic.

17

According to UCAS statistics for 2005, there were only 1,193 applications for degrees in D4
Agriculture in 2005, of which 1055 were from the UK. There were 826 applicants from England. In
the UK there were 271 accepted for HND in agriculture, of which 255 were UK students. Only 105
HND students in England were accepted. The major drop between 2001 and 2005 has been in HNDs,
presumably reflecting an upgrading of courses to degree status.
18
A review in Wales of vocational training and education for the agricultural and land-based sectors
(National Council – ELWa, 2002) found inter alia evidence of excessive competition between FE
institutions, qualifications were seen as a fall-back rather than to providing an effective contribution to
operating a business, insufficient co-ordination between FE and HE colleges, and the need for strategic
lead on skills development. The review builds on a number of previous studies.
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•

Courses directly concerned with business competence are only part of this
provision and are not well described in data sources.

•

Some training in skills related to business competence takes place outside
the publicly-supported framework

III.3. Vocational training under the Rural Development Regulation 1257/1999
This category covers training that is only available to people working in the
agricultural and closely related industries. Others are ineligible.
In the England Strategy for the England RDP 2007-13 (Defra, 2006b) the case is
made for special support to training for agriculture (and forestry). Defra asserts that
the general support framework for all businesses may not cover all of this sectors’
needs. For example, specialist advice and training may be necessary to help farmers
and foresters adapt to the challenges of CAP reform, the review of Community
Animal Health Policy, and to the increasing emphasis on water protection and
mitigating the effects of climate change. Though most of the examples cited relate to
technical issues rather than business competence, there are areas where economic
management responses are required, including diversification and development of
income streams from the supply of environmental services. In addition, Defra draws
attention to the problems that farming (together wish other agrifood firms and
forestry) shares with other rural businesses in relation to access to training, knowledge
transfer or advice in rural areas (small sizes, dispersion etc.). On this basis a case for
training targeted specifically at farming might be made (a point taken up later). The
Rural Development Programme provides such an opportunity. Given that there are
wider public benefits to be gained from effective implementation of the Plan (e.g.
environmental enhancement), which are captured neither by the employer nor the
employee, extra weight is added to the case for public sector support for appropriate
training.
The RDR 1257/1999 allowed for the provision of "support for vocational training to
contribute to the improvement of the occupational skill and competence of farmers
and other persons involved in agricultural activities and forestry activities and their
conversion". Under the England Rural Development Programme (RDP) 2000-06 this
was provided by the Vocational Training Scheme (which closed for new applications
on June 30, 2006). According to the RDP, improving the skills base of the
agricultural, horticulture and forestry (sub)sectors was seen as a key priority in the
drive to ensure "an improved economic situation, greater diversification, improved
competitiveness and a strengthened rural economy. Improving the skills base is also
vital for the successful delivery of projects under all aspects of this Programme. In
addition, vocational training will play a key role in assisting the modernisation and
improvement of agricultural and forestry holdings. It will also aid the adoption of
sustainable and environmentally sensitive practice together with high standards of
animal welfare and hygiene".(Defra website).
The Rural Development Regulation required the provision of training to 'prepare
farmers for qualitative reorientation of production, the application of production
practices compatible with the maintenance and enhancement of the landscape, the
protection of the environment, hygiene stands and animal welfare and lead to the
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acquisition of the skills needed to enable them to manage an economically viable
farm'. Vocational training was not exclusive to farmers (though those spending less
than half of their time on the holder were not eligible) but also included others
involved in agricultural and horticultural activities and those engaged in "conversion".
"Vocational" in this context meant any training related to the performance of a
person's occupation or work. The Regulation envisaged that in most cases the
occupation would be farming (or forestry) though other occupations could be covered
where conversion of a farming or forestry business was involved. "Conversion"
meant diversification into non-farming (or forestry) activities, e.g. leisure, tourism,
horse-riding, livery and other horse related activities, non forestry arboreal work, or a
change from one type of agricultural activity to another.
It should be noted that the intention of "competence" appeared to relate to the
performance of agricultural activities (for the UK as described in section 109 of the
Agriculture Act 1947), though business skills could be covered by the "skills needed
to enable [farmer operators] to manage an economically viable farm"
After consultations and surveys on skills requirements and how they were expected to
develop over the ensuing 3-5 years, priorities for training support under the England
RDP 2000-06 were set out. They were under the following headings:
•
•
•
•
•
•
•
•

•
•
•

Information and Communications Technology (ICT)
Business skills - covering all aspects of running a business, including
development of business plans and preparation of financial information
and use.
Marketing skills
Conservation and environment skills
Diversification opportunities (including organic farming)
Managing resources - covering the use of buildings, staff, consultants
and physical inputs, and consideration of the legislative environment
within which the farming business operates.
Managing yourself and your staff – a broad range of personal and human
resource skills, including raising the awareness of health and safety,
animal welfare, hygiene and environmental matters.
New ways of working – including new ways of generating income,
breaking into new markets and running the business more flexibly. The
use of machinery rings, contractors and collaboration with others are
given as examples.
Technical skills (forestry)
Technical skills (agriculture and horticulture)
On-farm food production and processing skills

It should be noted that all but the fourth and the last three of this list could be counted
as part of business competence.
According to the Defra website "Training" it was envisaged that most projects would
have a strong local focus and would be delivered through established training delivery
channels (including Agricultural Colleges, FE Colleges, Training Groups, other
private sector suppliers and other approved providers e.g. Forestry Commission). A
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typical Training Group was envisaged as having some 60-100 farmer members and
would be run by a professional group organiser.
Typical delivery mechanisms set out in the RDP included training in the workplace,
short training courses delivered elsewhere, workshops or briefing fora, and
demonstration farms. Where appropriate, the training was expected to lead to the
acquisition of a recognised qualification or a part of such a qualification. The aim
was to provide 48,000 full cost equivalent training days for people in farming and
forestry by 2007.
The organisers of training form the main group of applicants for funding, rather than
farmers and other involved in agriculture, though applications by individual trainees
form another route of funding. Thus the training mix was not strictly determined by
demand, a feature recommended by the Leitch Report (2006) and supported by a in
other countries (e.g. FAS/Enterprise Ireland (2005). Rather, demand was filtered
through the network of providers, with courses not attracting support (presumably)
being discontinued.
At the level of the individual trainee funding was dependent on a Training Needs
Assessment and a demonstration how the proposed training would meet a properly
researched and clearly identified training need. It was also expected that it could be
demonstrated how the training would help improve the performance of the businesses
involved, contribute to effective project delivery (where the training was related to
another area of activity in the RDP) or lead to quantifiable environmental, animal
welfare or hygiene benefits.
Eligibility for VTS required the beneficiaries of training to fall into one or more of the
following categories:


Farmers and growers spending at least 50% of their working time on the
farm or horticultural holding



People, including family members, who derive a direct income from
agricultural or horticultural activities



Persons involved in forestry



Persons involved in the conversion of farming or forestry activity.

These requirements have been seen as too restrictive within a context of rural
development, as people in other occupations may benefit considerably for training
opportunities, with spins-off for the broader community and economy. Whether the
50% working time qualification is, in practice, a significant filter is something that
the Mid-term Evaluation did not explore.
After initial
criteria:






checks for completeness, applications were assessed using the following
Meeting objectives of VTS and ERDP.
Clarity of the project objectives, indicators and milestones.
Sustainability and long term impact.
Key policy themes and priorities.
Its financial viability.
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Additionality, displacement and need for public support.
Project management & delivery
Risk assessment & sensitivity.
Regional fit.
Value for money.

This process has an impeccable logic and should, in theory, lead to the efficient use of
public funds.
Mid-term evaluation of the VTS
The VTS was reviewed as part of the mid-term evaluation of the England RDP
(ADAS, 2003) 19 . According to the 2005 RDP Annual Report, nearly £18 million of
the £22 million VTS total budget over the 7 year life of the Programme had been
committed through approved applications. (This budget appears very small when set
against the £192m spent on core funding of FE courses in England in 2000-04, with
another £50 going on support to trainees.). The RDP Annual Report for 2006 states
that, of the target of 48,000 training days for people in farming and forestry by 2007,
some 30,969 were achieved in 2005, and the cumulative number of days to the end of
2005 was 131,643 (see Table III.2). According to discussions with Defra, the large
overshoot in these output figures (though not in expenditure) reflect the difficulty of
establishing meaningful targets ex ante and the unexpected economies in the delivery
system (such as having training classes that were larger than had been anticipated).

Table III.2. Vocational Training Scheme - Progress against Indicative Measures
and Indicators, 2000-05
Target
Achievements in
Cumulative up to
2005
end of 2005
No. of training
48,000
30,969
131, 643
days
Number of training 2,400
2,569
15,385
courses/workshops
Number of
5,000
2,693
12,774
qualifications
obtained
Source: Defra (2006a) RDP Annual Report 2005, Table 1 (p30)
The way that training was divided between the various skills is reported in the 2003
Mid-term Evaluation. Although at the time of this evaluation there were few
completed training projects, the applicants had to specify the type of training at the
outset and these can be classified according to the initial measures as follows.
Numbers shown are the individual trainees. Just under two thirds of trainees (65%)
and a slightly higher share of training days (71%) were involved with skills that might
be broadly grouped into business competence, the remaining one third relating to
technical competence in agriculture, horticulture, forestry and food processing or
19

The equivalent mid-term evaluation of the Wales RDP did not include detailed consideration of its
VTS as very little activity had taken place by 2003, largely due to historical factors.
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conservation and the environment (the last four categories in the following
Table III.3). Information is not to hand on expenditure broken down in the same
manner. However, this would be unlikely to change the impression that skills
relating to business competence account for a major share of VTS activities, of which
ICT formed by far the largest single category. Whether ICT is now really a business
skill or a basic life skill (together with literacy and numeracy) is a moot point. If ICT
is discounted as a business skill, then only about one quarter (27%) of claimants' days
were related to training in business competence.

Table III.3. Type of training to April 2003 (Table 7 of ADAS (2003))

Training Nature
Business Skills
Diversification opportunities
Information and Communication technology
Managing Resources
Managing Yourself and your Staff
Marketing Skills
New Ways of Working
On-farm food production and processing Skills
Technical Skills (Agriculture and Horticulture)
Technical Skills (Forestry)
Conservation and Environment Skills
Blank

(1)

Total

Count of
Claimants
identified (2)
599
185
1,704
222
369
147
420
228
1,547
49
240
133

Training
days**
1,355
305
6,328
383
695
232
912
410
3,129
131
378
-

5,843

14,256

(1) In a percentage of cases, the applicant has omitted the detail or RDS staff has not entered
information onto the central database correctly.
(2) A claimant is the term used by Defra for individual trainees.
** Target for the RDP 2000-06 was 48,000
Source: Defra Monitoring Data, 2003, quoted in ADAS (2003)

Later VTS monitoring data supplied to this project (Table III.4) suggests that ICT is
no longer an expanding area – the number of trainees has held steady from 2002 to
2006, but the share of trainees taking such courses has fallen as the total number of
trainees has expanded. For the period as a whole, skills related to business
competence accounted for over a third of the total trainees (36.7%), though this
reflected a sharp increase towards the end of the period. Between 2005 and 2006
trainees in 'business skills' more than doubled and accounted for most trainees for the
entire period (11.2%). 'Diversification opportunities' was in second place, but the
peak for this type of training seemed to have been passed; numbers of trainees was
greatest in 2005.
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Table III.4 Paid claims on approved VTS projects where payment date is up to 30-sep-2006
Year
2004
2005
23,209.0
22,940.5
2,920
4,001
1,094
2,801
1,411,736.40
1,899,271.92
1,411,736.40
1,899,271.92
2,823,472.80
3,798,543.84

Training Days Completed
Training Courses Completed
Qualifications Obtained
EAGGF Grant Paid
Exchequer Grant Paid
Total Grant Paid

2002
7,243.0
776
183
520,227.07
520,227.07
1,040,454.14

2003
14,829.5
1,915
227
1,049,345.84
1,049,345.84
2,098,691.68

Breakdown of trainees by age
<30
30 - 39
40 - 64
65+

2002
244
470
1,000
60

2003
882
1,389
2,809
126

Year
2004
1,428
2,742
6,154
406

No. of trainees by training nature
Information & communications technology
Business skills
Marketing skills
Conservation & environment skills
Diversification opportunities
Managing resources
Managing yourself & your staff
New ways of working
Technical skills (forestry)
Technical skills (agriculture & horticulture)
On-farm food production & processing skills
TOTAL

2002
1,238
210
27
106
31
109
220
91
6
751
90
2,879

2003
1,046
698
241
581
625
358
305
634
239
2,078
812
7,617

Year
2004
1,419
1,602
476
1,757
1,380
865
444
738
451
4,502
1,572
15,206

2006
34,626.0
4,492
4,531
1,854,729.02
1,854,729.02
3,709,458.04

Total
102,848.0
14,104
8,836
6,735,310.25
6,735,310.25
13,470,620.50

2005
3,555
5,275
11,752
885

2006
4,003
5,974
15,040
1,364

Total
10,112
15,850
36,755
2,841

Per cent

2005
1,557
1,860
500
2,996
2,940
551
1,142
1,007
672
7,718
2,238
23,181

2006
1,302
4,023
729
4,094
2,280
1,204
1,351
915
604
8,759
965
26,226

Total
6,562
8,393
1,973
9,534
7,256
3,087
3,462
3,385
1,972
23,808
5,677
75,109

Per cent

15.4
24.2
56.1
4.3

8.7
11.2
2.6
12.7
9.7
4.1
4.6
4.5
2.6
31.7
7.6
100.0

The 2003 Mid-term Evaluation contained comments on the way the VTS had been
operating and was organised and contained recommendations for change. These
criticisms included the complexity of the application process (which has been
simplified), high running costs (some 46% of total spending, though this was
projected to fall to what was still considered a high figure of over 21%), lack of clarity
in weighting objectives and thus the pattern of training days between the various
types, and the possibility of it being too strongly linked with existing training
organisations. This last point carries the danger that the provision of training may be
not be sufficiently demand-driven, a feature that Leitch Report of 2006 recommends.
The fact that ICT formed the largest single skill category raised the issue of
duplication with other training programmes not specifically targeted at agriculture or
the other subsectors covered by the VTS. This ICT training was rather generic and is
often available from Further Education (FE) institutions. Whether the delivery via the
VTS was justified by the way it related to the land-based sectors was an issue raised
by the evaluators that needed further exploration at the ex post stage.
In the context of this study the focus of interest is how the skills provided via the VTS
impact on business competence, and how this might be assessed. The Mid-term
Evaluation provides some 'soft' indications of this by means of a survey of VTS
applicants. The following positive training outcomes were reported (ADAS, 2003),
being the share of respondents who strongly agreed or agreed that the VTS had led to
these outcomes (figures in the text of ADAS, 2003 are not fully consistent with the
detailed graphic in Appendix II, quoted here). The proportions of respondents
answering this particular question, which may influence the way the results are
interpreted, are given in parentheses:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Greater enjoyment – 61% (89%)
Not as reliant on seasonal work – 15% (31%)
Income increased – 18% (88%)
Initiating changes to farming practice – 58% (85%).
Improved communication skills – 67%. (82%)
Initiating changes to business processes – 51% (80%).
Better understanding of the market they operate in – 56%.(73%)
Improved marketing – 19% (41%)
Identified ways to add value – 24% (49%)
Better understanding of the financial aspects of the business – 46%
(72%).
More aware of employment legislation – 36% (51%)
Better understanding of work health and safety issues – 50% (64%)
Embarked on non-farming diversification – 16% (65%)
Identified opportunities for industrial crops – 13% (53%)
Provide agricultural services – 18% (66%)
Convert to organic – 5%.(66%)
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It may be noted that less than a fifth of respondents felt that the training had led to an
increase in income (perhaps this was too early for such outcomes to be detected)
though it was clear that a far larger share had initiated changes and had equipped
themselves with ICT capability, which should be reflected in future incomes. Perhaps
surprising was the very low association of VTS with diversification either within
farming (including organic production) or in non-farming activities. The fact that
there were other schemes within the VTS on diversification and organic conversion
may be linked with this response.
Some 71% of respondents agreed with the statement that it was unlikely that training
would have taken place without VTS funding. This, and the other issues touched on
above, will no doubt be revisited in the ex post evaluation expected to take place in
2008 or thereabouts.
Key points


VTS spending is not large in relation to that going on FE courses and training



VTS is restricted to those working mainly in agriculture and closely related
sectors.



The provision of courses is not directly demand-led but there is a logic in
identifying and filling skills gaps.



Only about a third of VTS activity is to do with skills that are clearly and
obviously related to business competence (and with ICT excluded), though
this has risen over time.



Although the evidence is not yet strong, VTS seems to improve the income of
the farm in only a minority of cases, but there are wider effects that may pay
off in the longer term.

III.4 Links between RDR (VTS) and training activities financed under the
Structural Funds
The VTS was intended for beneficiaries who were part of the agriculture and forestry
sectors. However similar training activities could be financed in areas designated for
support under Objective 3 of the Structural Funds, aimed at improving people’s
employability. The following activities related most closely to the Vocational
Training Scheme :
•

improving access to training for disadvantaged groups e.g. ethnic
minorities and women;

•

identification of emerging skills shortages;

•

widening participation in lifelong learning by targeting groups least
likely to take part in training and those people lacking basic and key
skills;

•

improving employability by supporting lifelong learning that is
responsive to the changing needs of employers e.g. in relation to ICT,
management skills and the environment.
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Similarly, training activities might be financed by the European Social Fund in
Objective 2 areas, where there were specific economic or social difficulties. As a
result they are expected to have a somewhat different focus. Because of the nonagricultural focus of the Objective 2 and 3 activities, Defra's ex ante economic
assessment of the VTS expected that the scope for overlap would be very limited, but
steps were taken in test of eligibility to avoid duplication of Community aid between
training activities.
Key point


The picture of public sector support of training cannot be fully described
without reference to activities taking place under the other Structural Funds.
This is not easily obtained.

III. 5 Other forms of specific advice related to business competence
One aspect of business competence is the use of advice. Thus the existence of advice
is likely to raise the performance of farm businesses. It is appropriate to note here that
there are a number of government-funded and supported options available to farmers
for business advice. These include:
•

Farm Business Advice Service (FBAS) - funded by Defra but
delivered in the regions by business advisers. The service was
launched in 2000 aimed at improving farm business profitability and
sustainability. The service was restructured in 2005 focussing on
helping farmers consider their business options following the
introduction of the Single Payment Scheme. The time-limited
service ended in March 2007, having delivered advice to a total of
30,000 farmers in England, involving costs of £33.5m..

•

Farm Management Accounting material

•

Farm Benchmarking

•

Business Link 20 , which receives funds from Defra to increase the uptake
of business advice in economically underperforming rural areas, and
which is not specifically for farmers, has been dealt with above.

In addition the Rural Development Service Farm Advice Unit provides a series of
seminars, conferences, walks, farm visits and workshops covering business and
environmental advice. These are managed nationally but delivery is focussed by
region.
Key points


20

In addition to supporting education and training, public resources are currently
involved in the provision of certain forms of farm business advice. Though
more in the nature of tools that competent business operators can use,
nevertheless advice can increase the effectiveness of training in business skills.

In addition Rural Business Pathfinder in the Welland sub-region of the East Midlandsr
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Whether the provision of advice should be supported with public funds is a
rather different issue from the one tackled in this report, as is the case for the
public finance of information benchmarking. No attempt is made here to
consider either.
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PART IV – POLICY IMPLICATIONS OF THESE FINDINGS
The findings above have implications for the way that business competence is
perceived as a policy problem and, in particular, for the measures that government has
in place, and might consider having in place, to address the problem. This section
starts out by trying to establish what would be the general characteristics of an
efficient policy, then turns to the particular circumstances of what currently exists for
supporting business competence on farms in England.

IV.1. Business competence and general rationales for government intervention
It is worth considering briefly the general rationale on which cases for public
intervention are built and how business competence relates to them (Blandford and
Hill, 2006; OECD, 2003). The reasons fall into three main categories (efficiency,
equity, and political economy), the first of which has important subdivisions linked
with market failure. It is important to recognise that the presence of market failure
does not necessarily mean that action to counter it is justified.
Efficiency
The efficiency rationale can be subdivided into four:
(a) Avoidance of losses to society. If operators of existing farms lack adequate
business competence because of the barriers explored in Section II above, there can be
a penalty for society in terms of a reduced level of output and national income. This
can come both from a sub-optimal use of resources (statistic inefficiency) and from a
reduced capacity to cope with adjustment in the face of economic trends and shocks,
such as disease or rapid changes in agricultural policy (dynamic inefficiency). Greater
business competence is likely to bring about both a more efficient use of resources in
the short-term and easier adjustment in the longer term. Furthermore, there may be
benefits to the whole economy from more rapid economic growth; expanding SMEs
are seen as 'large net job creators and drivers of economic growth' (OECD, 2003).
However, it may be easy to over-estimate the benefit to the national economy from
this enhanced performance of farms, given the small size of the agricultural sector, the
inelastic nature of the demand for farm commodities, and the characteristics of farm
workforce who might find themselves looking for employment outside the
agricultural sector.
Though some resources transfer from one farm operator to another in response to the
market signals that accompany economic, technical or policy change, others
(particularly labour and entrepreneurship) shift to non-agricultural uses. This has
implications for the productivity and competitiveness of the remaining agricultural
industry. But, as many of the skills associated with business competence are generic,
the improvement in national performance is reaped primarily in the sectors to which
the workers transfer. Given the evolving structure of the national economy it could be
argued that there would be a net gain from this reallocation of trained resources.
(b) Externalities and public goods: Where greater business competence is necessary
to cause public goods to be generated, or public bads to be avoided, then there is the
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basis of a rationale for a policy to enhance it. Market failure is being corrected. But
this only supports the provision of support for those aspects of business competence
that are linked with these features (i.e. those forms of training directly or indirectly
linked with environmental practice or the provision of other public goods). It can be
argued that the fabric of rural society is to some extent held together by the businesses
located there (including farmers)(Smallbone et al., 2002), so that training and advice
that enables them to survive has a socially-valuable externality. Again, the issue of
whether intervention is efficient will reflect, on the one hand, the opportunity cost of
the resources used in enhancing these aspects of business competence and, on the
other, the value that society ascribes to the environmental improvements and the
provision of other public goods.
The point has been made earlier that the regulatory load on farm operators has been
increasing (e.g. in the areas of health and safety, traceability and animal welfare), and
the need to comply is assuming a rising importance within business competence. If
the regulations are correctly set, then farmers who do not respect them will lead to a
loss of welfare for society. Fines for those who fail to meet regulatory standards will
result in public revenue but may not be effective at achieving compliance. Public
spending on compliance training may, in these circumstances, represent an efficient
use of public funds though, as is discussed below, equity and/or political economy
may feature more strongly in the rationale for schemes that enhance competence in
meeting regulatory standards than efficiency.
(c) Transactions costs and information deficiencies: High transactions costs and
information deficiencies (including asymmetry) are impediments to the satisfactory
working of markets 21 . Voluntary solutions can be found to some of these problems,
such as co-operation agreements among producers of a particular crop and the
establishment of networks for mutual support, which would include the role of
farmer's unions as a way of bringing members together and encouraging the exchange
of information. However, in order to make them happen input may be required from
government 22 . An example is the establishment of one-stop places (physical or
electronic) where comprehensive ranges of information can be available to users 23 .
If improving business competence enables farm operators to enhance their access to
information that is already available and to use it more effectively in planning their
allocation of resources (including to non-agricultural uses) or to reduce their
transactions costs (such as by higher IT skills), there can be a gain to the national
21

Not all information is a public good, in the sense that it is non-excludable and non-rival. Discussions
with farmers on the 2007 WCF Advanced Farm Management course at Wye suggested that,
increasingly, much information is seen as a way of achieving market advantage and thus is not
something readily shared.
22
The establishment of Levy Boards can been seen as another form of government intervention, with
funding contributed by levy payers. Levy Boards provide various services to help their members
improve their profitability and competitiveness, cope with regulations, and innovation (accenture,
2007).
23
The mid-term evaluation of the Wales Rural Development Plan noted that farms in the national park
of Snowdonia had high incidence of multiple schemes, and explanation being that the agricultural
officers the could provide comprehensive information on funding opportunities. More generally, the
Farming Connect system was built on the rationale of providing expert advice to help draw up a farm
development plan (which might include diversification), and making available information on the range
of funding possibilities that could used to implement it (Agra CEAS, 2003).
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economy, both generated by the agricultural sector and by the stimulation of other
industries (such as tourism) 24 . If this gain to society exceeds the public costs of
securing the improvement in business competence, there is a net gain, and it is
rational to use public funds in this way.
Information gaps may be compounded by 'rational ignorance' – where the anticipated
cost to the individual of acquiring the information exceeds the anticipated benefits
that possessing it might bring. In such circumstances the most obvious way of
addressing market failure is to promote information of the benefits (to the operator)
from enhancing their business competence. Lantra's advocacy strategy for raising the
awareness of the business benefits of training is a case in point (Lantra, 2005b).
In this context it might be noted that the provision of training, advice and information
to farmers free or at subsidised prices because the farmers will not pay commercial
rates does not, by itself, constitute a correction for market failure. If the operators
judge that the (marginal) benefits to them are not worth the (marginal) cost, then their
failure to take up the training represents an efficient choice. However, there may be
an element of market failure if that decision is based on inadequate evidence or where
there is a distortion of the timescale over which benefits or costs accrue (similar to a
smoker's continuing habit because of excessive discounting of future health
implications).
(d) Imperfect competition (market power of monopolies, oligopolies, monopsonies
and oligopsonies) can form part of the rationale for increasing the business
competence of farm operators, in that improved marketing and negotiating skills can
be used to strengthen the market power of producers that, as independent operators,
would otherwise be weak. This may be deemed desirable to counter the power of
other elements in the food chain, in particular large-scale purchasers of farm
commodities. Networking leading to the establishment of associations, and various
forms of vertical and horizontal integration, require skills that may be considered
elements of business competence. Of course, there may be more cost-effective ways
of achieving these ends, including legislation on competition or the public
sponsorship of marketing co-operatives 25 .
Equity
Early in this Report it was observed that the need for business competence is
heightened in a dynamic environment, irrespective of whether the changes are
economic, technical, or related to policy. When policy is reformed, reducing support
and allowing market forces to play an enhanced role in shaping the decisions (both
current and structural), some farmers and their households may face significant
private adjustment costs (income losses and falls in asset values). There seems to be a
consensus that action should be taken on equity grounds to cushion private adjustment
costs, especially where these results from changes in long-established policies. The
provision of training in business competence and of professional advice to
complement it may form part of this package, justified on grounds of equity.
24

See Turner et al. (2006) for a parallel exposition of the rationale for public support, in that instance
linked to farm diversification.
25
For an alternative articulation of the case for government intervention on grounds of market failure,
see Drew Associates (2007)

70

Project on Business Competence – Berkeley Hill

Where incomes among a particular sector are at a level that is deemed to be 'unfairly'
low, the public funding of schemes to improve business competence among this sector
may be a cost-effective way of alleviating their poverty. Enabling farmers to use their
resources more effectively in the market may be less resource-demanding than
providing income support directly, and thus represent a more economic way of
achieving a given policy aim, such as income enhancement. However, this aspect of
the equity case for providing business competence advice implies a selective approach
– with the focus on those cases where incomes are unfairly low – not one that covers
the whole industry. It should also be noted that enhanced business competence skills
may well result in resources transferring out of agriculture either partially (by
diversification) or completely (exiting the industry).
Another aspect of equity concerns who bears the costs of training and who receives
the benefits. This has particular relevance where farms that bear some (or all) of the
cost of training staff see these people move to other businesses (a point discussed
below).
Political economy
Public use of funds to enhance business competence may be justified where this is
necessary to achieve agreement to other, usually more radical, changes in policy, so
that there is a net economic gain to society. History is full of examples where
compensations have been offered to the agricultural (and landowning) sector to make
policy reform politically feasible (see Blandford and Hill, 2006). The main form this
has taken recently has been compensatory payments (such as the headage and area
payments accompanying the 1992 CAP reforms) but UK history has seen earlier
situations in which structural forms of assistance have formed part of a package
(including the 1957 Small Farms Scheme). Publicly-funded schemes that involved
the development of farm plans and vocational training (both of which may be
interpreted as raising business competence) and socio-economic advice (which the
competent businesses may access) have been common elements in changes to policy
that have attempted to limit or reduce the cost of market support. The provision of
vocational training remains part of the latest rounds of Rural Development
Programmes for England, within the overall shift of support from CAP Pillar 1 to
Pillar II.
Though perhaps less obvious, the institutions concerned with the provision of
education and training may present political economy issues. For example, colleges
will be keen to seek ways of using their staff and facilities when traditional courses no
longer attract adequate numbers of students, and funding bodies may provided support
for initiatives that are at least in part an attempt to sustain the institution in the shortterm.
Key points


The rationale for using public funds to intervene in the economy may be
expressed in terms of economic efficiency (especially with respect to market
failure), equity and political economy.
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Certain types of training can be justified on economic grounds (such as in the
provision of environmental services which have public goods characteristics),
but this is not strongly self-evident with regards to general business skills.



There appear to be information failures (gaps) on the (private) benefits and
costs associated with training. A rationale may exist for the use of public
resources to remedy the situation.

IV.2 General rationale for intervention in the provision of training.
In addition to the general rationale for intervention, considered above, there are two
specific articulations concerning the public provision of training that should be noted.
First, the Treasury 'The Green Book' (HM Treasury, 2003) states that there are three
form of 'market failure' that may cause a skills gap (See Box IV.1), a series of points
repeated in the mid-term evaluation of the England Rural Development Programme
when the rationale for the Voluntary Training Scheme operated as part of the RDP is
discussed (ADAS, 2003). The first is risk of loss of benefit to an employer who has
incurred costs of training staff when those individuals leave his employment, in many
cases transferring benefits to other firms who have not borne the cost. Though the
Green Book labels this as an 'externality', this is probably incorrect. The element of
market failure arises because of the lack of the ability of the cost-bearing employer to
exercise ownership rights over the human capital embodied in the trained worker.
Given that the freedom to move between jobs is usually considered a basic human
right, the issue is the high transactions costs incurred in setting up and enforcing
contracts to lock trained employees into the employer's business for a period
necessary to recoup the training cost. Public funding of training, in part or in total,
might be argued on equity grounds, in that employers will then only bear a proportion
of the cost.
Of course, this rationale only applies to employees. Other reasons must be found for
any shortfall in the training in business competence of self-employed farm operators,
explored in Section II.5 above. For them the second point made in the HM Treasury
Green Book example (information deficiency) is the most likely, as lack of resources
to fund the acquisition of business competence skills would probably only be a
problem among a relatively small sector of farm operators. The issue of present age
of farmer and access to formal training has been dealt with in Section II.6 of this
paper.
The second is the influential Leitch Report (2006) that considered skills levels in the
UK as a whole. This stated that 'governments should only intervene where there is
market failure'. Though Leitch recommends that the system of education and training
should be driven by employers and individuals to deliver economically valuable
skills, there is some doubt as to whether demand from these sources is the most
reliable indicator of the social optimum among small businesses (Observatory of
European SMEs, 2003). Their demand could incorporate an element of market failure
(such as undervaluing the benefits from better management) that would justify
correction by government intervention. However, there is general acceptance that the
provision of training should not be left to the judgement of its suppliers (see the
summary of the literature in FAS/Enterprise Ireland (2005); though the problems that
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may flow are not well articulated in that publication, it seems that they relate to the
availability, level and mix of training opportunities which, if set according to the
priorities of the supplier, are likely to be suboptimal from the perspective of society.
The views of independent experts may have a role to play here; ideally such experts
should not be financially involved in the supply system though in practice this may be
hard to avoid as the providers of training may have the best knowledge of the
potential for training. Under such circumstances a balance has to be struck between
the demand coming from entrepreneur perceptions and the assessment of experts.

Box IV.1 Extract from HM Treasury 2003 The Green Book
Rationale for Government intervention - Example ‘Expanding Vocational Training’
There is evidence that skilled workforces have positive impacts on high-level economic aims,
such as productivity and GDP growth. At the same time, there is evidence of a major skills
deficiency in the UK, which is reflected in the low numbers holding intermediate level
vocational qualifications, compared to Germany and other European countries. There is
further evidence that there are three forms of market failure that continue to cause this skills
gap:
1. Externalities leading to under-investment in training by employers. Firms are concerned
that once trained, an employee will leave the firm before the firm has recouped its investment.
Unless training pays off very quickly, firms are therefore reluctant to provide training to their
workers.
2. Imperfect information leading to employees being unable to judge the quality of their
training or appreciate the benefits. This reduces their willingness to accept lower wages
during the training period or to receive any training at all.
3. Credit market imperfections. Training is costly, but individuals expect to obtain higher
wages from training. Some individuals may wish to borrow to fund training in the expectation
that they will be able to pay back the loan through higher future wages. However, low-paid
employees in particular are likely to be credit constrained and unable to obtain loans to pay
for training.
These market failures mean that the level of training provided by the market is likely to be
inefficiently low from society’s point of view. Well-designed government intervention may
help to bridge the gap.

Key point


Because of information deficiencies (a form of market failure), operators of
small businesses may not necessarily be the best judges of their own training
needs in business competence skills. However, problems are experienced if the
supply side determines what is provided. This suggests that a balance has to be
struck between the demand expressed by existing operators of small
businesses (which would include farmers) and external assessments of training
requirements.
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IV.3. Justification for policy action to enhance business competence in
agriculture
Improving skills, and the training to do so, forms an integral part of the government's
policy for agriculture, as set out in Defra's Sustainable Farming and Food Strategy:
Forward Look (Defra, 2006c) and for the economy in general (Leitch, 2006). In
relation to the core theme of 'succeeding in the market' Defra states that "Following
the CAP reform of 2003, the key challenge here is for farm business and the food
chain collectively to move away from dependence on subsidy, and towards a more
business-focussed approach, based on greater awareness of market opportunities,
including for diversified enterprises, the benefits of collaboration and co-operation,
and the acquisition of skills needed to exploit these new opportunities" (Executive
summary para 3). This greater awareness and power to exploit bear an obvious
relationship to business competence, together with a fair measure of entrepreneurship.
Elements relating to other themes also involve business skills include resource
management (environment theme), adding value through production of food that has a
lower environmental impact (sustainable production theme), and new crops (climate
change theme). Advice, training and skills form one of the cross-cutting themes that
are expected to play a significant role in delivering the strategy, which is intended to
give greater impetus to the behavioural change required in the farming and food
sector.
The need for farm businesses to adapt to economic, technical and policy pressures,
and for farm operators to have the skills that facilitate adaptation, is frequently
restated in lower-level documents and is a theme that predated the latest round of
CAP reform. The study on the evidence base for the 2000-06 England RDP (CRER,
2002) stated that, as the agricultural sector restructured, there would be a need for
appropriate training opportunities to assist the workforce to adapt. The market already
provided some training opportunities but new options would develop. Therefore,
well-targeted training schemes would improve the skill base of the workforce and
assist agricultural businesses meet the challenges of Agenda 2000. The rationale and
objectives of the VTS that formed part of that England RDP are gives in Box IV.2.
Subsequently, the introduction of the Single Farm Payment/Single Area Payment
system of support from 2005 took this line of argument further. This case for
providing skills to cope with adaptation was repeated in the Rural Labour Markets,
Skills and Training report (Green and Hardill, 2003) and Lantra's consultation
document relating to England when preparing the Sector Skills Agreement (Lantra,
2005f). This contained a detailed analysis of change factors, main issues and the
impact on skills and business requirements; it is reproduced in Annex 3 of this paper.
Furthermore, in the consultation document for the next England Rural Development
Plan (2007-13), Defra (2006b) proposed that skills acquisition, knowledge transfer
and innovation in the farm and food sectors was a prime focus of Axis 1 (see Box
IV.3), which is aimed at building a "profitable, innovative and competitive farming,
food and forestry sectors, that meet the needs of consumers and make a net positive
contribution to the environment achieving." (Defra 2006, Annex 2. p 34). Again,
these clearly relate to business competence.
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Box IV.2. Rationale for and Objectives of the Vocational Training Scheme
(within the England Rural Development Programme 2000-06)
Rationale
60. Agriculture is characterised by small businesses, particularly in terms of the level of
employment provided, with around three quarters of all main holdings in England providing
work for fewer than 3 regular workers in 1997. In such industries it is often difficult for
businesses to act individually, or even collectively, to support training initiatives, particularly
where benefits accruing to businesses might be lost through trained workers leaving to work
elsewhere or where they are likely to be quickly dissipated to the wider benefit of consumers
or other economic agents. The fact that training tends to raise the mobility of labour by
increasing skill levels and raising the attractiveness of workers to competing employers acts
as a disincentive to individual initiative (on the part of the employer) or voluntary collective
action.
61. Despite increasing skill requirements arising from the adoption of new technology and
diversification opportunities a relatively small proportion of the workforce in the sector hold
formal qualifications. In 1996 only 35% of the workforce was found to be qualified to NVQ
Level 3, well below the Government’s target of 50% by 2002.
62. Given that there are wider public benefits to be gained from effective implementation of
the Plan (e.g. environmental enhancement), which are captured neither by the employer nor
the employee, extra weight is added to the case for public sector support for appropriate
training. Evaluation evidence also tends to suggest that higher levels of training are associated
with greater on-farm innovation and technology transfer (Socio-Economic Determinants of
the Level and Rate of On-Farm Innovation, Gasson & Hill, Wye College, 1996)
Objectives
63. In the context of the restructuring of the agricultural sector, there will be a need for
appropriate training opportunities to be available in order to assist the rural workforce adapt to
changing circumstances and make the most of the possibilities for rural development activities
afforded by the Plan. Although the market will already provide some training opportunities
and new options are likely to develop in response to the Plan, potential participants may not
always be aware of what is available or, in some areas, may be dissuaded from participation
because of their remoteness. It is widely recognised that the scattered population in rural areas
means that access to services, including education and training, is more difficult than
elsewhere. In addition, some initial impetus may be required to stimulate training providers to
develop training opportunities that are geared specifically towards the needs of rural
development.
64. The introduction of small scale locally targeted assistance for training activities will
therefore aim to facilitate the delivery of other 1257/99 measures, as well as broadening the
skills base of the rural workforce generally and of the agricultural workforce in particular.
Improving access opportunities to reduce exclusion from education and training should help
the rural workforce to meet the challenges of the re-orientation of agriculture and the new
demands of the rural economy, raising the capacity of local communities to take a more proactive role in the regeneration of their area.
65. The proposed expenditure will facilitate the provision of some 2,400 training courses or
workshops and provide training to about 24,000 people.
Source: Defra (2000?) Economic Appraisal of Spending under the Rural Development
Regulation
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Box IV.3. Extract from the Rural Development Strategy for England. Annex 2 RDP 200713 (Defra, 2006b)
Axis 1
138. Axis 1 will be used to build profitable, innovative and competitive farming, food and
forestry sectors, that meet the needs of consumers and make a net positive contribution to the
environment.
139. In line with the areas of development potential identified in Chapter One, the focus for
Axis 1 will be on :
· developing a greater awareness of market opportunities, and a greater ability to exploit these
opportunities, particularly in relation to renewable energy and added value products
· promoting and encouraging greater collaboration and cooperation amongst producers, and
between producers and the rest of the supply chain
· improving agricultural and forestry industry uptake of technology and entrepreneurial skills
140. The types of activity that might be supported include, though are not restricted to
· increased access to training and knowledge transfer opportunities (e.g. for resource
protection, on how to exploit the biomass and renewable materials sector, improving animal
health and welfare standards)
· projects that reduce waste and increase efficiency through the food chain
· projects that facilitate the development of business opportunities in new markets
141. ……. the priority sectors for investment in human and physical capital are to increase
opportunities for knowledge transfer and skills enhancement and to promote the adoption and
dissemination of innovative business processes and practices. …. maximum value added
from interventions is best realised through a targeted approach, with a focus on providing a
clear public benefit over and above that provided to the individual beneficiary.
142. In taking forward the approach outlined above, we will clearly need to make effective
use of measures aimed at knowledge transfer and innovation. However, such activity can be
complemented by focused use of measures aimed at restructuring and modernisation, for
example through targeting projects which have the potential to disseminate new business
processes and practices or to improve the performance and efficiency of the business.

But the ability to respond to changes in policy is only a particular manifestation of the
general principle that a more business competent farming sector will perform better in
many ways, and that education and training can assist in developing this competence.
The general rationale for improving the education of the population in general was
given in Section II.8 above and will not be repeated here. Evidence specific to the
impact of education on the performance of agriculture in England is not strong.
However, the general conclusion is that a more educated set of farm business
operators and managers would result in a more productive, innovative and
competitive industry and generate higher average incomes, but economic theory
suggests that this would only be for a smaller number of people (including fewer selfemployed farmers).
Higher business competence among England's farm operators might assist in
achieving a number of specific policy ends. Concerning productivity growth and
hence the competitive position of the UK industry, the author of Defra's (2006d)
Sustainable Farming and Food Strategy: A Forward Look – Supporting Economic
and Statistical Analysis (Stuart Platt) affirms that research studies suggest three
groups of factors are important; education and skills; innovation and technology
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transfer; and business structures and organisation. The implication is that education
and skills, if inadequate, may be harming competitiveness and action may be
proposed to remedy this situation. Evaluation evidence also suggests that higher
levels of education are associated with greater on-farm innovation and technology
transfer. It is also seen as a component of encouraging diversification and as a way of
responding to income problems in farming. There is also international evidence to
support the view that higher qualities of human capital assist agriculture in making
adjustments to policy reforms (Blandford and Hill, 2006).
Most of the evidence that is used to justify policy actions is in the form of statistical
associations. It is fairly clear is that England's farmers as a group lag behind some
other sectors in terms of education and skills, and this is seen as putting it at a
competitive disadvantage. A policy analyst might wish to see more evidence on the
underlying causes of this lag, as these hold the key to effective action to reduce it. As
noted in Section II.5 above, much of the education and skills characteristics of
agriculture can be related to the structure of the industry, which is dominated in
numerical terms by small (micro) unincorporated businesses operated by households,
where formal retirement at the age normal for the rest of society is relatively unusual,
and in which inheritance is a major method of entry. Some of these factors are not
readily addressed. Others factors appear to be determined primarily outside the
industry, such as by developments in the wider education system (for example, on the
school leaving age, curriculum development and examination system), ICT progress
and choices by people to enter this industry as pluriactive from established careers in
other businesses and professions.
There seems to be relatively little direct evidence on the mechanisms by which the
present levels of business competence impose a handicap in terms of the performance
of this industry (which could be measured in various ways). This would involve
exploring the cause-and-effect relationships between competence levels and various
aspects determining performance. For example, is it the weakness in risk assessment
or poor staff management that is the limiting factor, and what forms of education or
training are best suited to tackling the problems?
Furthermore, there should be some consideration of the extent to which business
competence in agriculture should be raised. Clearly, it would not be efficient to use
resources to increase the competence of all operators, irrespective of their size and
complexity of business, to the highest international levels. Are there diminishing
returns? To what extent is it necessary to narrow the gap between the group-average
competency of farmers and that of and other occupations, or even reverse it? This
has relevance to how many public resources should be used to this end, and the
opportunity cost of using them in this manner. Evidence for the rates of return to
different types of education and training (for example, Sianesi 2003) appear to
concentrate on the private returns, as measured by higher wage earnings, and have
neither specific information for agriculture nor have considered the self-employed as a
group.
Key points


There are many aspects of agriculture's performance that would appear to
benefit from greater levels of business competence and many policy issues to
which it is relevant.
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Agriculture needs to adjust, and greater business competence implies that
adjustment will be easier.



Given that general primary and secondary education is publicly provided in
England, the issue is whether, and to what level, further public resources
should be provided for higher and further education and training that enhances
the business competence of farmers, their families and other engaged in
agricultural activity.

IV.4. The basis of an efficient policy to raise business competence in agriculture?
Several instances have already been given of the need to consider both the costs of
policy interventions and the benefits to be gained by them. This 'efficiency' aspect of
policy is often neglected, so it is worthwhile underlining the central issue with respect
to actions to raise the level of business competence among farmers.
The first requirement for policy intervention is that a mechanism exists by which the
desired outcome can be achieved. In the case of raising the level of business
competence in agriculture, a number are available, including education, vocational
training, CPD, and the provision of advice. More drastic measures, such as imposing
eligibility tests on people who want to become farmers or steps to force exits by the
poorly qualified and less able are not part of the English tradition, so will not be
explored further.
The fact that it may be technically possible for governments to intervene to increase
the level of business competence (the choices between alternatives has been left
deliberately open at this stage) does not necessarily mean that it is economically
efficient to do so. That depends on the opportunity cost to society of the resources
used in this way and the marginal benefits to society achieved. If the (marginal)
benefits of raising business competence by, for example, setting up a training scheme
exceed the (marginal) costs of doing so, then from society's standpoint there is a net
benefit and the training should be put into effect. But if benefits are smaller than costs
the economically efficient action might be to NOT intervene to alter business
competence.
The difficulty of obtaining the information for such a judgement should not be
underestimated. While costs can probably be assessed (both private and social ones)
in a fairly straightforward manner as these relate primarily to the time period over
which the intervention takes place, the benefits from greater business competence are
farm harder to measure. Factors explaining this include (a) the long period over
which benefits are likely to be reaped (b) establishing the counter-factual (c) valuing
market outcomes and public goods that may flow from greater business competence.
In such circumstances evaluation tends to concentrate on economy rather than
efficiency 26 , that is the least-cost way of providing a particular form of training or
26

When considering the performance of individual measures it is conventional to apply a ROAME(F)
conceptual framework (a systematic approach which looks at the Rationale, Objectives, Appraisal,
Monitoring, Evaluation and Feedback arrangements). In the evaluation phase it is customary to use the
tests of effectiveness, economy and efficiency.
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advice that enhances competence, rather than on efficiency in the use of resources.
However, it is still necessary to raise the issue of efficiency, and to try to measure
costs and benefits, as with this assessment the continuation of many forms of
government action could remain unchallenged.
Key points


The existence of market failure does not, by itself, justify intervention. For
intervention to be justified the value of the benefits that flow from the
intervention must be at least as large as the value of public resources used in
this way.



Public benefits from higher business competence brought about by education
and training are difficult to measure, as they may stretch over a long period
and involve non-market goods and services. Nevertheless, an attempt at
valuation should be made and compared with the public costs.

IV.5. Case for a special sector-specific system to raise business competence for
agriculture
According to Defra's draft strategy for the next Rural Development Programme for
England (Annex 2)(Defra, 2006b) the rationale for a separate scheme for agriculture
(and forestry) holdings to raise skills levels is as follows:
•

mainstream services (applying to all businesses) may not cover all of the
sectors’ needs (such as to help farmers adapt to the challenges of CAP
reform)

•

the particular barriers faced by firms in general in rural areas in their
access to training, knowledge transfer or seeking advice in rural areas
(Defra 2005 Productivity in Rural England), though this is explained
more in terms of size of business, difficulty of making time available and
the high cost of providing training in such areas.

The first of these is not very convincing in relation to business management and
entrepreneurial skills, though Defra does offer in its strategy document examples of
the need to conform with environmental and water regulations that appear to require
very specific knowledge and skills. Training that is associated with other actions
under the RDP may greatly enhance their performance, so there may be an element of
synergy that has to be considered.
The second is more a rationale for support to the development of skills in small (and
micro) businesses in general and to those in rural areas in particular. There is nothing
peculiarly agricultural in this justification. This concern that the rural population’s
access to services, education and training, is more difficult than elsewhere is also
reflected in the texts of the study on the evidence base for the 2000-06 England RDP
(CRER, 2002), the mid-term evaluation of the VTS within that programme (ADAS,
2003), the review by Green and Hardhill (2003) of rural labour markets, skills and
training, and Defra's 2004 Learning, Skills and Knowledge Review.
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Where problems of delivery are general in rural areas, the appropriate policy response
is for an improved system for all businesses there, from which farmers should be able
to draw. Evidence, though, seems rather mixed. On the one hand Errington and
Nolan (1997) repeat the assertion, providing some empirical if dated support
(Errington et al. 1994). Smallbone et al. (2002) point to what appears to be greater
costs of delivery of training in rural areas and the greater costs to participants in
training, due for example to the costs of travel to urban centres for 'off-the-job'
sessions. Small firms in the most remote areas have been shown to be lagging behind
in terms of process technology and the use of the internet. On the other hand, there
have been periods (such as the 1980s) where rural SMEs outperformed urban firms in
terms of employment growth, though this seems now to have been reversed. The
migration to the countryside of highly educated, business-competent and wellnetworked people is one way in which rural areas obtained skills needed for economic
success and development. According to the Countryside Agency's 2003 Rural
Economies: Stepping Stones to Healthier Futures the majority – up to two thirds – of
rural start-ups are by incomers (first-time immigrants or returnees to rural areas),
many of whom bring with them a desire to run their own businesses as part of a
lifestyle change.
A further element in the rationale, though one that is not often articulated in official
documents, must be that funds are available from the Community budget for spending
on vocational training in the 1999 and 2005 Rural Development Regulations. Some
of the cost of the VTS that operated from 2000 to 2006 was borne by the EU budget.
For the next (2007-13) RDP there is a minimum required spend (share) allocated to
each of the four Axes. Though some actions permitted under the RDR for the 200006 programming period were not adopted in England (or Wales), for example special
measures to assist new entrants or early retirement, this non-adoption tends to have
been justified on grounds of their non-effectiveness, poor value for money and (in
Wales) unfairness when similar provisions were not available to operators of other
rural businesses. Such negative evidence and perceptions do not appear to apply to
training in business competence. The point here is that there may be financial reasons
in part justifying the expenditure on vocational training.
Key points


The problems faced by farmers in gaining business competence skills seem
mostly to be common to businesses that are small and located in rural areas,
rather than being unique to agriculture.



In the rationale for a scheme unique to agriculture, there may be issues of
national finance to be considered, including the potential to draw down EU
funds.

IV.6. Performance of policy actions to raise business competence
Given that there is a commitment on the part of government to improving skills in
England's agriculture (and food) sector, including management skills and
entrepreneurship, it is reasonable to ask whether means of achieving greater levels can
be found. A prerequisite for policy intervention using public funds is that a technical
solution to a particular problem is available. Only then does the issue of efficiency of
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using resources in this direction arise. At this stage it is instructive to ask how recent
schemes to enhance business competence of the people currently in farming have
performed. (It should be noted that no attempt is made in this study to examine the
performance of publicly-funded advisory systems or benchmarks, though it is
expected that competent business operators would take advantage of both).
Evidence on the effectiveness of policy interventions to support initiatives such as the
Vocational Training Scheme is surprisingly weak, in particular those elements
associated with raising business competence. The CRER (2002), in its review of the
evidence base for the 2000-06 England RDP, was not able to find any evaluations or
literature on the effectiveness of the VTS. Rather baldly, it concluded that there was
no evidence on the value for money of the VTS, the impact of the scheme on farmers’
attitudes or management practice, impact of the scheme on wider rural development,
the attitude of the wider public to the environment, the profile of benefits delivered
over time or administrative costs of the scheme. But it noted that a previous
evaluation commissioned by MAFF had reviewed the economic rationale for
continuing core funding Lantra (the National Training Organisation) for the whole
land-based sector and whether this represented value for money. It concluded that it
was needed for the provision of corporate services, development services and
communications.
In its mid-term evaluation of the VTS component of the England RDP 2000-06
ADAS (2003) again reported that there appeared to have been no independent
evaluation of training courses or workshops provided by VTS funding (which would
have covered more than business competence training), other than a few evaluation
sheets held on file, completed by beneficiaries. Nor had there been any consideration
of the impact of training within the context of the overall ERDP. In the absence of a
formal evaluation, a number of stakeholders were interviewed, and their views on
effectiveness of the VTS were rather mixed.
This sparseness of evidence on the impacts of such schemes on farm or farmer
performance for the UK has also been noted by Byles (2005). who studied the impact
on a sample of farmers participating in courses in the Duchy College Agriculture
Department's Vocational Training Scheme. The research showed that undergoing
these CPD courses did not necessarily deliver a positive impact on profits (it might be
easier to recruit farmers if they did); profitability was not linked with any CPD
metrics explored in this project. But there may have been other outcomes that needed
longer to come to fruition. Factors mentioned by farmers included increased
confidence, awareness and interaction with others, and with improved methods of
management.
International literature (reported in Byles, 2005), though not
comprising many studies, tends also to not find any clear link to profitability, even
with courses giving financial training, but there is an impact on attitudes, skills and
aspirations and hence management practice. On the other hand, Bergevoet et al.
(2005) found, in a controlled experiment using Dutch dairy farms, that it was possible
to improve entrepreneurial competence by a form of training that involved study
groups that developed and discussed farmers' strategic plans. On average all
participants benefited, irrespective of farmer or farm characteristics or the level of
(entrepreneurial) competence at the start of the programme. The main manifestation
of this competence was the size of the dairy herd, which acted as a proxy for the
longer-term prosperity of the business.
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In the US, participation in financial management (and other) training is a condition for
loans from the Farm Services Agency, unless borrowers can demonstrate an adequate
knowledge and ability in the subject (Blandford and Boisvert, 2005). Training
typically focuses on key finance topics, such as 'the balance sheet, income statement,
cash flow budget' fixing broken farm finances, financial planning …(and) goal-setting
and decision making' (Hanson et al., 1996). The FSA also requires borrowers to
provide information on their financial performance and to take part in an annual
review The significant lesson for the present context is that an analysis of the impact
of training on farmers in Maryland, New York and Pennsylvania in 1996 suggested
that the application of business plans developed in the course of training would result
in an increase of some 4% in (pre-tax) income, including that coming from off-farm
sources (Hanson et al, 1998). Interestingly, the financial impact was consistent
between farmers of differing levels of education, and workshops revealed substantial
impacts at all levels of attainment. Another study that looked at the impact of
management-related courses (and continuing support) to low-income microbusinesses in a mainly rural area (Vermont) found a range of positive outcomes,
including higher household income in a quarter of cases from their business, and a
quarter also reported that they had created employment (beyond their own
job)(Schmidt et al., 2006).
Each of these studies seemed to be concerned only with the private benefits of
training, mostly short-term and reflected in incomes or profits. Admittedly,
measuring the output of training to raise business competence (e.g. the number of
training days provided) or the results (such as the numbers of people in agriculture
that have achieved given levels of NVQ because of the training) is far more
straightforward than measuring the outcome of this training. Tracing outcomes would
need to follow the impact on individual farms over a protracted period (in order to
capture factors such as changed innovation or adjustment behaviour), to assess the
extent to which any change in performance could be attributed to training, and to
evaluate these benefits, both to society and to the individual, against private and social
costs. There would be formidable problems of establishing the counter-factual and of
identifying additionality. Nevertheless, it would be hoped that this would form part of
the ex-post evaluation of the VTS.
Key points


UK evidence on the outcome of the use of public funds to improve business
competence via the VTS is surprisingly weak.



The impact on profitability is mixed, though there may be other outcomes that
could influence management practice in a positive way.
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IV.7. Key policy challenges in relation to business competence
Several challenges are presented by the above review.
(a)

To judge how much resource, if any, should be spent on supporting initiatives
that are intended to raise business competence.

(b)

To achieve the most appropriate balance between spending on education,
vocational training, CDP and advice

The first challenge is to determine whether there are sound economic reasons why the
level of business competence should not be left to market forces and structural change
(including the turnover of farmers) to determine. Given that a system of general
education exists and which is open to farmers and their families, the argument can
focus on whether special and additional facilities should be provided for the operators
of farm businesses. As yet, the rationale for actions using public funds to raise
business competence in agriculture based on market failure (the basis of intervention
cited by Leitch, 2006) and looking at both the benefits and the costs to society has not
been well articulated.
Part of the rationale for the provision of vocational training in agriculture is likely to
be political economy, in that such training is likely to form part of a package
involving the withdrawal or scaling back of other forms of support. Without training
provision the package would be less likely to be accepted by the industry. There may
also be an element of equity, as farm operators may have been encouraged to enter the
industry on the assumption that previous patterns of public support would continue.
When reform takes place the provision of training may be part of the compensation
for what were, in retrospect, misleading policy signals. Equity is also involved where
training is used as a way of assisting farm household with low incomes.
However, the main plank of the rhetoric that accompanies the call for the provision of
training to raise management skills seems to assume that government intervention can
be justified on grounds of economic efficiency (mainly correcting for market failure).
This case is strong only in regards to skills associated with externalities and public
goods – mainly in delivering environmental services. Even here the training will have
to be judged in relation to other policy instruments, such as legislation. But for
training in skills needed to operate the business in which benefits are private, there
seems little reason why public funds should be used to support what should be
purchased on a commercial basis. Improving the performance of those producers that
are substantially inside the production possibility boundary, shifting them nearer the
technical efficiency of the best, may carry implications for markets (commodities,
inputs and fixed factors) and agricultural structures (including employment levels)
that might not be universally welcomed. The benefits to society, in contrast to those
of the reduced number of individuals who remain in farming), might be small or nonexistent. The case for the use of public funds seems to require a more close
examination.
If market failure exists, the review of the barriers to becoming business competent
suggests that it is likely to take the form of information failure. A critical factor
explaining poor take-up of opportunities seems to be the lack of awareness of the
(private) benefits of training in business skills. The appropriate action to correct for
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this market failure and to overcome the barrier is one of providing this information.
Ex post evaluation of the VTS in which the impact and outcome of raising business
competence by training at the level of the individual case (trainee) would be very
helpful in generating this information. If a skills gap is identified in a business, and
the gap is filled, then it would be reasonable to expect a positive change in the
profitability of the business (or increased stability).
But the efficient use of public funds relates not to private benefits but to those of
society (such as increased national income). The costs of policy actions have to be
weighed against the economic (and other) benefits from these actions and options
ranked and compared. The choice of the appropriate level and balance of interventions
designed to raise business competence depends on having more thorough
measurements of the costs to society and the outcomes of education and training in
agriculture than we seem to have at present. In such an analysis a clear distinction has
to be maintained between the social and private aspects of both. As noted above with
respect to private benefits, while public costs may be incurred over a relatively short
timeframe in providing education and training in ways that enhance business
competence, the benefits will accrue over a far longer period and may be difficult to
quantify, particularly their additionality component.
Studies of the returns to education and training available for the UK produce results
that are not necessarily applicable to agriculture, with its high dependence on selfemployed labour and small business structure. There seems to be a lack of strong
evidence on the outcome from the use of public funds both in the education of people
who currently operate farms, in the vocational training in which they or their
employees engage, and the various combinations of education, training and use of
advice that is found in agriculture. Without this it is not possible to reach an
informed judgement of the quantity of resources to be used and on the balance
between the various forms of assistance.
In addition to this major point there are other issues that deserve attention.
(a)

Business competence seems strongly related to education.

Business competence implies more than simple proficiency in a set of skills; it also
involves the ability to access, combine and synthesise these skills, to understand the
context in which they may be applied and to appreciate the consequences of their
application. As such, the abilities required for business management, particularly the
tasks allied to entrepreneurship, seem to be those fostered by education rather than
skills training 27 . While the lower levels of education include training in transferable
life-skills (basic numeracy and literacy, ICT), higher levels appear to encourage
innovation and use of opportunities to acquire specific advice and skills training.
Thus the key to improving business competence seems to lie with encouraging higher
levels of education. The recent announcement (January 2007) of the intention to raise
the age at which people leave full-time education may be helpful in achieving this.
27

In Gasson's (1997) reading of the literature, reported in Section II, education in agriculture seems to comprise
the following elements: (a) combining knowledge, skills and abilities; (b) understanding, managing and problemsolving; (c) handling inter-relationships and (d) taking a broad view of agriculture, the food system and the
ecosystem
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But it is equally apparent that the type of education provided needs to be tailored to
the abilities of those receiving it.
(b) Education, vocational training, CPD, and advice must be seen as part of the same
system
The ability to use information and training, the acquisition of information and
training, and access to advice from outside the business closely interact with each
other. This was acknowledged by the Policy Commission (Curry, 2002). By
concentrating on just one of the three there is danger of losing sight of the system of a
whole. Therefore when using public funds with the intention of enhancing business
competence all three should be within the single framework.
Closely related to the above, the public costs of support to the four elements should be
more readily accessible than they are at the present.
(c) Schemes should be rural rather than limited to the land-based sectors
Arguments have been put forward that small businesses in rural areas are likely to
have a sub-optimal take-up of training in business skills, explained by factors such as
business size, risks of not reaping the benefits from training employees, and
information deficiencies. Difficulties in making time available for training are widely
expressed among operators of small businesses, though this may hide more
fundamental reasons for not taking up opportunities. If there is a case for using public
resources to improve business skills, it would seem to be applicable to all small rural
businesses rather than just farmers.
The costs of supplying and access to training in business skills may be higher in rural
areas than in urban ones because of sparseness and remoteness. This does not by itself
constitute an economic justification for the use of public funds to subsidise training.
And unlike education (or health care), in which equality of access by individuals
where-ever they live is commonly seen as a mark of equity in modern society, there is
no clear rationale why training costs faced by businesses in rural and urban locations
should be made equal (or, for that matter, why the costs of services provided by
accountants should be subsidised).
Key points


The rationale for intervention to raise the level of business competence needs
to be set out more clearly than happens at present. In contrast with
environmental skills, the case for public support of measures to improve
business skills may be far less secure, though issues of political economy and
equity may be important.



Information on the public costs and public benefits of intervening to promote
business skills is not easily available, and this represents a research need.
Information is also needed on the performance of different types of
intervention.
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Providing information to farm operators on the private benefits from training
may be a candidate for the use of public funds where there is an element of
market failure (that is, where voluntary solutions are insufficient).



Thus the key to improving business competence seems to lie with encouraging
higher levels of education, as this appears to heighten awareness of
opportunities, including for the use of advice and innovation. Education,
training, CPD and advice should be seen as part of the same system and
compartmentalism should be avoided.
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Annex 1

Skills required of managers of SMEs to implement High Performance
Management practices effectively. (from FAS/Enterprise Ireland
(2005) and based on research by McIver Consulting)

1. The Ability to Manage Quality: The ability to design and implement quality
improvement processes.
2. The Ability to Manage Productivity: The knowledge and skills to set up metrics of
productivity; the ability to identify areas where productivity improvements can be
made.
3. Cost Constrol Skills: The ability to implement cost control measures by the use of
measures such as Activity-Based Costing; to identify and eliminate waste; to measure
and assess the use of resources.
4. Product and Process Development: The ability to adapt and implement appropriate
Total Quality Management systems.
5. Benchmarking: The competence to identify comparative operations and benchmark
against key performance indicators.
6. Stock and Materials Management: The ability to implement and monitor Materials
Requirement Planning systems.
7. Co-ordination and Control: The ability to co-ordinate activities of the organisation.
8. Training and Skills Enhancement: The ability to identify the skills set required at each
stage of the production process and design and implement appropriate training
programmes.
9. ICT: The competence to identify improvement opportunities available through ICTs,
and to make effective business use of ICT investments.
10. Service and Quality of Service: The ability to deliver customer service and to
maintain high levels of service quality.
11. Strategic Management: The ability to develop a long term strategy for the
organisation and provide a shared vision of the future.
12. Leadership Skills: The ability to act as a role model for an inclusive approach to
delivering change; the ability to motivate others to take ownership of the change
process; develop and drive a shared vision of the organisaiton for the long term
future.
13. Organisational and Business Awareness: the ability to maintain an evolving
understanding of the organisation's internal and external environment.
14. Communications Skills: The capability to ensure that the employees are fully
conversant with the strategic objectives; communicate and share information with
stakeholders; relate to management and staff the need for agreed objectives and the
benefits of mutual gains.
15. Innovative Thinking: The ability to develop innovative approaches to High
Performance Management and to recognise innovative solutions presented by others.
16. The Ability to Champion Change: The capability to build consensus with others;
recognise those who can influence others and empower people to design new
processes and implement change.
17. The Ability to Build and Maintain Relationships: Able to build good working
relationships with all employees and managers; the ability to build trust and
confidence at all levels; the ability to facilitate cross functional teams in achieving
consensus on important issues.
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18. The Ability to Influence: The ability to influence others by displaying commitment,
credibility and trustworthiness; able to empathise with other viewpoints while
presenting a clear case for change.
19. Problems Solving and Decision Making Sills: Able to use creative thinking to solve
problems in a team setting.
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Annex 2

Detailed contents of the 57th Worshipful Company of Farmers
Advanced Course in Agricultural Business Management, Imperial
College London (Wye campus), January/February 2007.

Day 1
1.
2.
3.
4.

Introduction; the Nature of Management
Challenges for UK Agriculture
PCs for Financial Decisions
Case Study: Cash Flow Management

Day 2
1.
2.
3.
4.

Business survival and the Balance Sheet
Business Survival and the Balance Sheet
Budgeting for Business Adjustment
Members’ Businesses

Day 3
1.
2.
3.
4.

Diversification: Farming but not Agriculture
Managing the Media
3-Account Case Study
Managing the Intergenerational Transfer of Assets

Day 4
1.
2.
3.
4.

Case Study Reports
Appraisal of Capital Investments
Investment Appraisal and Case Study
Members’ Case Study 1

Day 5
1.
Investment Appraisal Case Round-up
New Forms of Business Structure
2.
Strategic Planning 1
3.
Strategic Planning 1
4.
Analysing Risky Decisions
Day 6
1.
2.
3.
4.

Entrepreneurship
Change Management
Developments in the Food Industry – A Consumer Perspective
Structural Change in the European Food Industry

Day 7
1-3.
Communications in Management
4.
Members’ Case Study (1)
Day 8
1.
Agricultural Policy Formation in the EU
2.
Briefing for Practical Case Study: Food Retailing and the Implications for Farmers
3.
4.

Practical Case Study, continuation
Developments in Employment Legislation

Day 9

101

Project on Business Competence – Berkeley Hill

1.
2.
3.
4.

Identification and Management of Teams
Styles and Effectiveness of Leadership
Review of Prospects for Agricultural Policy
Members’ Case Study (1) – Presentations

Day 10
1-2.
Directors’ Responsibilities in Farmer-controlled Businesses
3.
Members’ Case Study (2)
4.
European Agricultural Policy in the 21st Century
Day 11
1.
2.
3.
4.

Sustainability and Environmental Policy
Visit to Fresh Produce Business
Visit to Fresh Produce Business
Putting a Value on Nature

Day 12
1-3.
4.

Negotiating Skills
Members’ Case Study (2)

Day 13
1.
2.
3.
4.

Group Presentation of Food Retail Case Study findings
Building Partnerships between Farmers and Key Customers
Agricultural Implications of Climate Change
Problems and Possibilities for Biofuels in the UK

Day 14
1-4.

The Business Game

Day 15
1.
2.
3.
4.

Case Study Presentations (2)
Coping with Stress
Course Conclusion: Managing for the Future
Summary Presentation to WCoF Court
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Annex 3 Drivers of change in the environmental and land-based sector, and
implications for skills
Source: Lantra (2005) England National Consultation Document - December 2005

Change Factors

Main issues

Impact on skills and business
requirements

New approaches to land
management and rural
stewardship
- Changes in Land use
and management
- Biodiversity
- Water Framework
Directive

 Implementation of CAP reforms,
single farm payments and cross
compliance
 Implementation of new Rural
Development Regulations
 Alternative, renewable energy sources

 Developing skills for
environmentally sensitive land
management
 Increased learning provision in
terms of initial and continual
professional development
 Developing skills for
sustainable development
 Higher level technical skills for
new production methods
 Improved business advice and
guidance structures to meet
need of sector



Improved business advice and guidance
relevant to micro-businesses
Quality assurance schemes
Customer relationship management
Improved access to and recognition of
diverse forms of lifelong learning and
CPD

 Business advice, guidance and
support
 Technology transfer
 Sales and marketing
 ICT
 Business development
 New technologies
 Management and leadership

Development of regeneration programmes
Lasting legacy in the form of parks and
green spaces
Supporting Olympic infrastructure and
development of world-class equine
competitors

 Integrated approach with
partners to meet developing
skills and business needs
 Cross sector working to address
specific skills in green space
development and Olympic
disciplines
 Specific skills development in
support of equine support staff

Higher professional standards and duty of
care now required of all people handling
animals



Changes in business
practice
- Globalisation
- Traceability
- Quality
- Diversification
- New technology
- New products
- Climate change
-Consumer Behaviour

Rural and urban
regeneration
- Environmental
improvement and
management
- Conservation of natural
heritage
- Green Skills
- Access to the
countryside

Impact of new Animal
Health and Welfare
legislation













Development of Integrated
CPD across all practitioners
Recognition of competence
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Demographic trends




Attracting new entrants of all ages
Providing opportunities for career
progression and development
Influencing migration policy and operation
of control mechanisms







Importance of voluntary
organisations and social
enterprises



Effective marketing of careers
Better careers advice and
guidance for all
Proper recognition of
competence for all
Supporting migrants and
meeting specific skills needs
Integrated frameworks to
support lifelong learning and
CPD

Improving visibility of these businesses
within mainstream support programmes
 Importance of social enterprises in
supporting regeneration and inclusion

 Access to mainstream business
development and skills support
agencies
 Funding to support skills
acquisition
 Appropriate mechanisms for
management and development
 Volunteer management and
development





 Improved learning provision in
terms of continual professional
development
 Awareness raising
 Recognition of Health and
Safety competence

Health and Safety

Modernisation of rural
delivery

Legislative requirements
Safer working environment
Reduction in ill health



Establishment of new agencies to support
environmental and rural development and
deliver Public Service Agreement targets
 Devolution of decision making and
resources to regional organisations
 Streamlining of funding support
mechanisms

 New methods to ensure
compliance and quality
enhancement
 Regional business support
mechanisms meeting the needs
of the sector
 Wider agency collaboration to
support the sector
 Regional funding agencies
responding to sector needs
 Key agencies recognising the
importance of skills
development



 Ensure recognition of the
importance of the sector
 Integrate rural into mainstream
enterprise agendas by 2007
 Develop regional business
support mechanisms to meet the
needs of the sector
 Regional funding agencies
responding to sector needs
 Learning and business
development meets changing
priorities of businesses

Regionalisation
Delivery of government policies and
strategies at regional level
 Regional skills development to deliver
economic improvement, regeneration,
enterprise and innovation
 Divergent skills policies
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