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ABSTRACT

The aim of the study is to examine the diversifaatof family farms from the strategic point of
view. Three data sets were utilized in this papgppstal survey in 2001, and follow-up surveys in
2006 and 2012. In this descriptive longitudinaldstuwe use panel data from 173 diversified farms
which have responded each survey years (2001, 200@012). Diversification strategy has been
the attempt to some of the farms to respond tahiamges, and for some farms diversification has
been intentionally chosen long term opportunityeini strategy. Diversified farms have planned
resource allocation in the period of medium len@tudy shows that choice of the strategy is not
dependent only economic factors. This longitudstatly offers good insight to the development of
diversified farms that can be useful among entregues, policy makers and researchers.
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INTRODUCTION

In the environment of the agriculture changes tpkece. The change is mainly caused by
technological change which results in the unit sggewn and the structural change of the
agriculture. The changes in the environment crehs#ienges for the success of the family farms.
Changes in the agricultural production environnmaerd market bring farmers the need to analyze in
which business areas they will practice and whixterd, farming, dairying, ranching and non-

agricultural business areas as adequate solutiaiklvMe (2006, 187-188) advance ten different
development strategies for the farmers. Thoserat®es are growth by expansion of land use,
growth by expansion of animal production, enlarg@acity add value by vertical integration,

external business, cooperation with other farmdikgrsification, leave farming, migrate into non-

agricultural employment, different use of capatiyyspecialization, and do nothing.

Many farmers have chosen the diversification sfpat@hey have non-agricultural business besides
farming and forestry. Those farms are called difietsfarms. The number of the family farms is
decreasing than diversified farms and small ruraild which operate without the farm background
is increasing (Rantamaki-Lahtinen et. al 2007). mbmber and the share of diversified farms have
increased in the area of EU (European Commissid¥8X0t is estimated that development will
continue in the future. When the operational emmment changes the field of the rural
entrepreneurship has also changed fast. Earliest edadimitation between the family farms and
other rural small firms is narrowing. The differenoetween agriculture entrepreneurship and other
entrepreneurship is getting dimmer also on the fevel.

Finnish diversified farms even better competitibdity will be required in the future in which case
the need for the management skills of the entreanenbecomes more marked further. In order to
succeed, the entrepreneurs must be able to idem@fypossibilities and they must have a skill also
to take the offering opportunities. They have teoalo be capable of developing and sustain the
competitive advantage needed to exploit those dppibies over time. In the literature the strategi
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entrepreneurship integrates entrepreneurship aatbgic management (e.g. Hitt, Ireland, Camp &
Sexton 2001; Ireland, Hitt, Camp & Sexton 2001laind, Hitt & Sirmon 2003).

The strategic management of diversified farms alehging. Allocation of limited resources is one
of the main problems. According to Torkko (2006} &antamé&ki-Lahtinen (2009), the problem of
the diversified farms is often over- diversificatjan other words the resources are divided into to
many business areas. Therefore the strategic memeageand especially resource allocation
between agriculture and non-agricultural businessiportant in diversified farms.

For practical reasons, the diversification actestin this study have been defined as those that ha
been compiled on Finnish Farm Structure Surveyssitzd (Tike 2006a). Passive diversification and
external firms located on the farm are excludecdkréhs one notable exception: forestry is excluded
from diversification activities. This contrasts wimost studies from other countries, and there are
two reasons for this. First, the growing-cycle r@fes in the northern latitude setting of the Fihnis
climate is very long. It takes close to 100 yeagtow a tree to maturity for timber. Second, if
forestry were taken into account, practically B# Finnish farms would be classified as diversified
This is because 94 per cent of Finnish farmers@algoforest (Tike 2006b).

The aim of the study is to examine the diversifaatof family farms from the strategic point of
view. In this study the following questions areaared:
* Which factors have affected the farmer's decistostart and continue to practice the non-
agricultural business besides farming and forestry?
* How have she/he allocated resources to agricudtadenon-agricultural business?
* How the development of non-agricultural business dféected the development of farming
(vice versa)?

LITERATURE REVIEW

All over the world farmers have started non-agtioall business besides farming. The findings of
Carter (1996) and Carter and Rosa (1998) suggastdhmers do adjust to changing conditions in
similar ways to other small business owner-managedsone way to adjust to a changing economic
environment in farming is to diversify. Nickersdlack & McCool (2001) studied motivations for
agritourism among farmers and ranchers in Montll&,According to them, farmers/ranchers had
multiple reasons for the diversification. The eamno factors, such as agricultural income
fluctuations, tax incentives and meeting the demahdgrowing recreational markets, were
important. According to the study of Rantamaki-lLaéh (2004) the need for extra income, reduced
income for other sources, to balance seasonalufitions of the income and work were the
important reasons for diversification in Finnishrnfis. Vik and McElwee (2011) investigated
motivations for farm diversification in Norway. Tyhefound out that other motives for
diversification are more essential than the needdalitional income.

Diversification is by no means a novel phenomerridrmers but they are only a few studies how
diversified farms have developed and managed tdowmrfarming and non-agricultural business.

According to Pascotto (2006) Italian farmers in oégnareas met their objectives that were related
to income generation, but had problems in explgitime full potentials of diversification. Studied

diversification activities rely heavily on agricutal resources, especially the agricultural work
force. Hence, the needs of agriculture might hintderdevelopment of other sectors. On the other
hand, according to the study of Lassila (2005)r#le of agriculture had become smaller on the
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diversified farms which practice tourism. On thé&est hand, entrepreneurs of diversified farms
were themselves quite satisfied with their divéraiion strategy (Rantaméaki-Lahtinen 2004).

As seen farmers start non-agricultural businessniamy reasons and motives (e.g. Vik & McElwee

2011) and many diversified farms has more thanmameagricultural business. We can assume that
farmers who have started non-agricultural busimes® quite strong entrepreneurial potential (e.g.
Vesala & Peura 2002). According to the Irelandlef2903) small companies have been historically
relatively skilled in identifying entrepreneuriapportunities but less effective at developing and

sustaining the competitive advantage needed tm#xpbse opportunities over time.

Torkko (2006) and Rantamaki-Lahtinen (2009) found, ¢the problem of the diversified farms is
often over- diversification, in other words theoesces are divided into too many business areas.
As its consequence the strategic management ofsifieel farms is challenging. The strategic
management and especially resource allocation leetagriculture and non-agricultural business is
crucial in diversified farms. The strategic entexpeurship integrates entrepreneurship and strategic
management (e.g. Ireland et al. 2001; Ireland, &®irmon 2003). Ireland, Hitt, Camp and Sexton
(2001) identified six domains in which the integvat occurs naturally. Those six domains are
innovation, networks, internationalization, orgaatianal learning, top management teams and
governance and growth. Successfully integratingepnéneurial and strategic actions improves the
firm’s ability to grow and create wealth.

Strategyrefers to long-term in order to achieve main olyest of firm (Ansoff 1987). It can be
seen also as a link between the firm and its enmient (Heene 1999, Forsman 2004). Strategies
can be divided into three levels: corporate, bussinend functional level strategies (e.g. Hofer &
Schendel 1978, Bamberger & Bonacker 1994). Corpastitegyis a fundamental strategy that
concerns the whole firm, and it determines bigassauch as the size of the firm, direction of
growth, diversification, mergers and specialisatibine business strategy or competitive strategy of
a firm focuses on how to succeed within a certaodpct and/or market combination. Functional
strategies deal with resource deployment and synengption between functions. Forsman (2004)
proposes that these different strategy levels @ifobnd in and applied to small firms or farms
though these are not necessarily consciously pthane implemented. Similarly, Torkko (2006)
found that there are no official strategy processesinnish diversified farms. In this study,
diversification is considered to be intentionalhosen ‘corporate level'- strategy.

DATA AND METHODS

Three data sets were utilized in this paper; agbasitrvey in 2001, and a follow-up surveys in 2006
and 2012. The 2006 and 2012 data sets in turn ¢eenpanel data from the previous survey and an
additional sample. The whole data set consistethrge main groups: 1) non-agricultural small-

scale businesses (non-farm enterprises), 2) farmdrs also had non-agricultural business

(diversified farms), and 3) conventional farmersi@@ntrating only on agriculture (conventional

farms). In this descriptive longitudinal study wseupanel data from 173 diversified farms who
have responded each survey years (2001, 2006 dr&).20

Of those 173 farms that were diversified in 20@1altof 102 were still diversified in 2012, totdl o

21 were operating only in their non-agriculturakimess (i.e. quit farming), and 20 had focused
solely on farming (i.e. quit their non-agricultudalisiness). 30 farms had quit all their activities,
many of them because the farmers high age. Defin@aps are later in this paper called ‘strategy
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groups’ (Figure 1). The most of the operating famese on the maturity phase or decline phase in
their lifecycle in 2012. This is consequence of gamel data approach. Data do not represent
whole population of Finnish diversified farms. Datare analyzed by explorative factor analysis.
Variance analysis, Kruskall-Wallis non-parametestf andy® test were used to test differences
between groups. Descriptive statistics are predantannex 1.

2001 173 diversified farms

21 non-
agricultural
business

102 diversified

30 out of
2012 farms

20 farm business business

Figure 1. Investigated strategy groups.

FINDINGS

Which factors have affected the farmer's decisiostart and continue to practice the non-
agricultural business besides farming and forestry?

The first research question was formulated abainibtivation, why farmers had started their non-
agricultural business in the first place. This e#sh question also investigates farmers’ strategic
decisions whether to stay diversified or not.

There were two set of questions related to motwaitn the 2001. The first set of questions focused
on the expectations that they had when they stainteid non-agricultural business and the second
one focused on push- pull factors that have cafssetkrs to start their non-agricultural business.

In the first set of survey had 7 questions aboaitekpectations what farmers had when they started
their non-agricultural businesses. These were askethe scale 0-2, 0 = no this kind of
expectations, 1 = secondary expectations and 2imapy expectations. The most common
expectation was the risk reduction, higher income lass yearly income variation (figure 2). Only
the risk management expectation was different batwstrategic groups, in other measured
expectations there were no statistically signiftiadifferences.
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Figure 2. Farmers’ expectations before they stahenl non-agricultural business.

The second set of question there were a total guéstions related to necessity driven and
opportunity driven reasons to start the non-agtical business on the farm. Questions were
evaluated by Likert scale (scores 1 — 5, 1 = natllamportant/achieved and 5 = very important or
achieved very well. An explanatory factor analyses run for the data concerning the objectives,
and these factor scores were used as variablée dater stages of the analysis. Before doing the
factor analysis, a reliability analysis was conédctThe Cronbachs Alfa) for reliability was 0.7,

so reliability of 6 variables was sufficient forrfiner analysis. A principal axis factor analysis
resulted in a two-factor solution, which accounfiedabout 45 per cent of the total variance of the
original variables (annex 2). The number of factwes defined by using the cut-off point of 1 in
Eigen values. An orthogonal Varimax rotation wadqrened. The rotated factor structure (table 2)
is clear, though some variables had moderate |gadih at least two factors. Factor 1 represented
necessity driven objectives that were related nieedadditional income. Factor 2 represents
objectives that related opportunity driven objeesisuch as good business idea. Factor scores were
saved and used in the further analysis.

Table 1. Rotated factor matrix.

F1 F2

Push Pull
Reduced income from other sources 0.799 -0.069
Need for extra income 0.647 0.296
To balance yearly income evenly 0.632 0.068
Inventing good business idea 0.133 0.733
Existing markets/ demand 0.271 0.567
Will to become entrepreneur -0.077 0.453

There is no statistically significant differencestween different strategic groups when push and

pull motivations were studied. However, push faet@s more important to those farms that later

had focused solely on farming or had gone out afriass. Pull-factor was slightly more important

reason to start non-agricultural business to ostiategic groups than those that had went out of

business later. For them push factor was more itapb(table 2). Risk reduction expectation was
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most important to currently diversified farms aeddt important for those farms that later focused
on farming.

Farm characteristics and structural change canvatetfarmers to diversify. Farms that have stick
to diversification area and also farms that havau$ed on their non-agricultural business were
more often crop production farms and had largdrlarfand area. They have also on average started
their non-agricultural business earlier than theet. Those diversified farms that have gone out of
business had started farming earlier and theirageultural business later than the others.

Table 2. Initial motivation to diversify, risk redion expectation and background information.

only non-
diversified agricultural only farming

2012 business 2012 2012 out of business p
Push factor (mean) -0,42 0,02 0,08 0,39
Pull factor (mean) -0,06 0,03 0,11 0,11
% of farms had risk reduction 77 % 62 % 45 % 64 % *C
expectation
Arable land area 2001 (mean) 40,5 43,1 24 34,4 ¥
Animal husbandry farms ( %) 2001 36 % 25 % 47 % 45 %
Animal husbandry farms ( %) 2012 24 % ) 53 % )
Non-agricultural business started | 1983 — 1989 1981 -1997 1988 — 1993 1988 - 1994
(95% confidence interval)
Farming started 95% confidence | 1984 — 1989 1973 -1981 1985 - 1993 1978 - 1986 *
interval)

*= p< 0.05, **= p< 0.01, ¢ = chi-square test

How have entrepreneurs allocated resources toiticathl agriculture and non-agricultural
business?

The second question evaluated the resource usedrtdifferent lines of businesses (agriculture
vs. the other) in respect of the strategy choidssone of the basic assumptions of this paperas th
diversification is corporate strategy - level demis

According to data diversification, specializationdaother strategic decisions are planned when
investment decisions are made few years befor@ractn 2001 there were no differences on
investments between groups. In 2006 data investrdenisions were clear; those farms that
intended to stay diversified in the future invesbedh farming and non-agricultural activities, and
those who were going to specialize, focused onitéie chosen direction (table 3).



Table 3. Investments in different strategy groups.

*= p< 0.05, **= p< 0.01

only non-
agricultural only
diversified business farming out of
2012 2012 2012 business p

Investments to agriculture 03 and 0§,
1000 euros (mean) 35,9 29,9 12,2 15,9 *k
Investments to non-agricultural
business 03 and 06 1000 euros (mean) 32,9 17,8 4.4 15,8 *x
Investments to agriculture 09 and 11
(mean) 40,2 0 60,6 0 *
Investments to non-agricultural
business 09 and 11 (mean) 32,2 100,1 0 0 *x

Next, the labour (personnel, man years) was inyatd. The findings are similar to investment

decisions. In 2001 there were no differences oonualuse between strategy groups. Those farms
that were going to focus on non-agricultural eniegs had on average less labour in farming 2006
and vice versa, those farms that were going tosfamu agriculture, had more emphasis on that

already 2006 (table 4).

Table 4. Personnel in different strategy groups.

only non-
agricultural only
diversified business farming out of
2012 2012 2012 business | p
farm personnel 2006 (work years,
mean) 1,1 1,3 1,3 1,1
non-agricultural business 2006 (work
years, mean) 1,6 1,5 0,8 0,8 *f
farm personnel 2011(work years, mean) 0,7 0,0 1,1 0,0 o
non-agricultural business 2011 (work
years, mean) 1,3 2,8 0,0 0,0 *E

*= p<0.05, **=p<0.01

How the development of additional business liressdifected the development of farming
practices (and vice versa)?

The third research question was related to thetiunesf the development of the diversified farms.
In addition, this question concerns the successrafegy groups.

It was studied how entrepreneurs planned theitegfya2001 and 2006. The question was ‘We are
going to practice both agriculture and non-agrimalk business in the future’, and it was measured
by using 1 — 5 likert scale (1= strongly disagree; strongly agree). According to findings, only

few farms were planning re-focusing on 2001 (téflemajority of the farmers considered to stay
diversified on the future. 2006 there were lot mamensiderations and doubts about the
diversification strategy. When one compares fasingans 2001 and 2006 to the current situation
2012, it can be seen that in many cases re-focusigg/ing up for whole enterprise was already in

plans several years before actions take placeh®wother side, the long term planning is not come
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true, e.g. from those who had quit non-agricultbiainess between 2001 and 2012, 88 % agreed to
stay diversified also in future in 2001.

Table 5. Plans for diversification strategy in 2@0M 2006 in different strategy groups.

only non-
diversified agricultural | only farming| out of business
2012 business 2012 2012 2012

Agrees to stay diversified in the
future in 2001 (values 4 and 5)
% 91 % 79 % 88 % 70 %
Agrees to stay diversified in the
future in 2006 (values 4 and 5)
% 59 % 60 % 50 % 42 %

There were no statistical differences betweenegratgroups on how farmers evaluated the effects
of the diversification strategy on 2001 and 2006r. iastance there were no differences between
groups whether farmers felt that they had enougiitalaor know-how to run both agriculture and
the other activity. Still, it was asked in 2006 wheeas farmers were going to develop in the future
The answers were dependent on the strategy gralgy & instance those farmers that were going
to develop both agriculture and the other actiwigre more likely to be diversified 2012. Those
farmers that aimed to develop the non-agricultacdivities 2006, were more likely to re-focus to
non-agricultural activities in 2012 (table 6).

Table 6. Relationship between strategy group 20tldevelopment plans 2006.

we are
we are going| focusing
we are focusing to develop mainly to
mainly to both farming non-

development of and the other agricultural
strategy group/plans 2006 farming activity activities Total
quit 33,30 % 33,30 % 33,30 % 100,00 %
diversified 2012 6,10 % 51,20 % 42,70 % 100,00 %
only non-agricultural business 2012 7,10 % 28,60 % 64,30 % 100,00 %
only farming 2012 10,00 % 80,00 % 10,00 % 100,00 %
total 9,90 % 48,80 % 41,30 % 100,00 %

The findings reveal that diversified farms hadttelibit smaller turnover both in agriculture and
non-agricultural activity, when compared their ogtdised counterparts. However, total turnover of
the whole business was larger in diversified fafable 7). On average, the turnover of non-
agricultural business did grow 2.7% between 20062011 on those farms that had re-focused on
non-agricultural business. At the same time, theawer of the non-agricultural activities of
diversified farms decreased on average -2.5%. &ilyithe turnover of agriculture increased on
average 44% between 2006 and 2011 on those faahbdd decided to re-focus to farming and 13
% on diversified farms.



Table 7. Turnover 2006 and 2011.

only non-
agricultural only
diversified | business | farming

turnover, 1000 euros 2012 2012 2012 quit
agriculture 2006 66,41 128,6 48,8 33,5
agriculture 2011 79,7 7,8 93,2 0 *
non-agricultural business 2006 120,5 139,7 77,1 2 54,
non-agricultural business 2011 117,9 142,4 0 0

X

*= p< 0.05, **= p< 0.01

Finally, it was examined does made strategy chantkthe success of the firm relate to each other.
There were several measures for firm success,isnpiédper we focus on economic success and
related measures. As many of the farms were irequdture stage, majority of them did not have
any depths or the total dept was less than ond.tBinly a few cases size of the dept was higher
than annual turnover. In 2006 data 65% those favere diversified 2012 loans/turnover rate was
higher than 1/3, but in 2012 data 60 % of the vede less than 1/3 Especially those farms that had
quit or focused solely on non-agricultural businbssl low loans/turnover rate in 2006 and the
latter was 80 % of non-agricultural business frelan (figure 3).



2006

only farming 2012
only non-agricultural business 2012
diversified 2012
quit
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B Noloans 2006 M Loans/turnover < 1/3 2006 ™ Loans/turnover >= 1/3 2006

2011

only farming 2012

only nor-agricultural business 2012

diversified 2012
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W Noloans 2011 ™ Loans/turnover < 1/3 2011 m Loans/turnover >= 1/3 2011

Figure 3. Loans/turnover in different strategy grsu

Asking financial indicators in postal survey is aging, as direct numbers are difficult to get.
Net profit was asked in scale 1 to 5 (1= very negaB = +-0, 5 = positive and | am satisfied with
it). Net profit of the whole enterprise did noffdr between groups 2006, most of the respondents
had positive net profit (4 or 5). According to thiliata, reasons for closing down all activitiesrave
primarily economic ones. In 2012 data those fainas had focused solely only to non-agricultural
activities had the highest mean and those who beauaséd on agriculture had the lowest (table 8).
The differences are statistically significant ([3%).

Table 8. Net profit 2011.

only non-
agricultural business
Net profit 2011 diversified 2012 2012 only farming 2012
Mean 4,16 4,7 4,05
Median 4 5 4
Mode 4 5 5
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In addition, economic success of 2006 and 2012 amatyzed by using subjective measurement.
Respondents were asked how successful their bgsirees been in certain items in scale 1-5 (1 =
not at all successful, 5 = very successful). Tivagables — profit maximization, better standard of
living and profitability — were used in the anabisihe differences are not statistically signifigan
but in almost all measured variables those farrms 2012 focused to non-agricultural business had
the highest scores and means.

Table 9. Respondents’ opinion about success.

only non-
agricultural
diversified business | only farming
2012 2012 2012 quit

profit maximation 2006, mean 2,7 2,9 2,9 2,9
profit maximation 2012, mean 2,8 3,1 2,8
better standard of living 2006, mean 3,4 3,5 3,6 4 3
better standard of living 2012, mean 3,5 3,7 3,5 -
profitability 2006, mean 3.4 3,7 3,6 3,4
profitability 2012, mean 3,5 3,9 3,5 -

CONCLUSIONS

This paper investigated diversified farms as cafmlevel strategy. Findings are based on three
postal surveys which were conducted in 2001, 20@62912. In this study 173 farms, which were
diversified in 2001 is studied. Those 173 diveesiffarms have responded each survey years (2001,
2006 and 2012). Of those 173 farms that were diieian 2001, total of 102 were still diversified

in 2012, total of 21 were operating only in theimragricultural business (i.e. quit farming), arid 2
had focused solely on farming (i.e. quit their ragricultural business). 30 farms had quit all their
activities, many of them because the farmers hggh a

Findings show that motivations to start non-agtio@l business varied in different strategy groups.
Those farms that had gone out of business latez ware necessity driven than the others. For the
other groups pull factor was more important thashpiactor. The most common expectations that
farmers had when they started their non-agricultomainesses, were risk reduction, higher income
and less yearly income variation. Joining the EaespUnion 1995 and changes brought by it has
brought farmers the need to analyze in which bgsireeas they will practice and which extent.

Diversification strategy has been the attempt tmesof the farms (especially those farms which

were necessity driven objective) to respond to dhanges. On the other hand, for some farms
diversification has been intentionally chosen lo@ign opportunity driven strategy. Many of those

farms that were diversified 2012 (or have lateruB®d on their non-agricultural business) have
started their non-agricultural businesses duririg.80

Diversified farms have planned resource allocaitotihe period of medium length. The investments
and the labour are allocated according to the glanse farms that have continued diversified have
invested both farming and non-agricultural actestiand those who have specialized, have focused
on their chosen direction. On the other hand, ¢mg lterm planning has not come true in many
cases. In 2001, majority of non-agricultural bussy@roup and farming- group agreed to stay
diversified also in the future. There can be sdwe@sons why they have re-focused their strategy.
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Study shows that choice of the strategy is not déget only economic factors. According to
research, among those farms that have quit farimirsgness are also large farms. We can assume
that those farms had had possibility to success ialsarming business. On the other side small-
sized farms have specialized in the agricultureyiabecause their non-agricultural businesses
have not developed as they assumed. There areediffes in success of strategy groups. Those
who have only non agricultural-business are moreessful than other groups. Those who have
only farming are less successful.

As literature of strategic entrepreneurship briognvard, successfully integrating entrepreneurial
and strategic actions improves the firm’s ability drow and create wealth. Even some of the
diversified farms re-focused their strategy betw2e@l- 2012, we can assume that diversification
strategy has been workable among investigated falMagority of investigated farms are still
diversified and many of them have been diversifedlong time. Diversified farms have bigger
turnover than other groups. According to their omgsessment of success, they do not succeed
worse than other groups. We can conclude that sdrmestigated diversified farms and some of
non-agricultural business which are started besfidering have succeeded to create wealth by
integrating entrepreneurial and strategic actions.

This paper is a part of larger project. This papersented the first descriptive analysis of panel
data; the latest data set was collected in Jarfeoyuary 2012. In further research, we are going to
analyze data with more sophisticated methods.
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Table 1. Descriptive statistics of the differenbgps.

ANNEX 1

only non-agricultural

out of business

diversified 2012 |business 2012 only farming 2012 2012 p
age 2001 46 49 41 51
main business | tourism, 12 tourism, 19 tourism, 5 handcraft, 15
lines 2001 (% | handcraft, 8 food processing, 10 |handcraft, 15 food processing, |7

of farms)

food processing,
10

energy 5
contracting 6

fur farming 10
metal industry 8
social and
healthcare ser. 13
transport 11

energy 5

fur farming 23
metal industry 10
social and healthcare
ser. 19
transport 10
trade 5

food processing, 5
wood processing, 1
contracting 10

fur farming 10
metal industry 5
social and
healthcare ser. 5
transport 15

trade 15

wood processing
523

energy 6
contracting 3

fur farming 10
metal industry 7
social and
healthcare ser. 13
transport 13

trade 10 trade 8
Table 2. Number of strategy groups in differerg Btages.
diversified | Ol non- only
2012 agrlcultural farming

Stage business 2012 2012
There has been succession during past 3 years 5 1 0
Growth phase 16 2 2

_ 53 13 9
Maturity phase
We are preparing succession or sale of the enserpri 29 6 7
We are preparing to finish some part of the busines 18 3) 1
We are preparing to close down all activities 7 4 1




Factor analysis

Communalities

Initial Extraction
33 Inventing good business ,303 ,555
idea
33 Will to become ,144 211
entrepreneur
33 Need for extra income ,392 ,506
33 Reduced income from ,373 ,643
other sources
33 To balance yearly income ,335 ,405
evenly
33 Existing markets/ demand ,317 ,395

Extraction Method: Principal Axis Factoring.

Total Variance Explained

ANNEX 2

Initial Eigenvalues Extraction Sums of Squared Loadings Rotation Sums of Sguared Loadings
Factar Total % ofVariance | Cumulative % Total % ofVariance | Cumulative % Total % ofWariance | Cumulative %
1 2,302 38,37 38,371 1,799 29,989 29,989 1,554 25,897 25,897
2 1,465 24,416 62,797 916 15,267 45,256 1,162 19,359 45,256
3 787 13,111 75,898
4 610 10,170 86,069
g 427 T109 93178
B 404 6822 100,000
Ewtraction Method: Principal Axis Factaoring
Factor Matrix®
Factor
1 2
33 Need for extra income , 705 -,090
33 Reduced income from ,643 -,480
other sources
33 To balance yearly income ,573 -,275
evenly
33 Existing markets/ demand ,529 ,339
33 Inventing good business ,500 ,553
idea
33 Will to become ,173 ,426
entrepreneur

Extraction Method: Principal Axis Factoring.

a. 2 factors extracted. 16 iterations required.



Rotated Factor Matrix?

Factor
33 Reduced income from , 799 -,069
other sources
33 Need for extra income ,647 ,296
33 To balance yearly income ,632 ,068
evenly
33 Inventing good business ,133 ,733
idea
33 Existing markets/ demand 271 ,567
33 Will to become -,077 ,453
entrepreneur

Extraction Method: Principal Axis Factoring.

Rotation Method: Varimax with Kaiser Normalization.

a. Rotation converged in 3 iterations.

Factor Transformation Matrix

Factor 1 2
1 ,850 ,527
2 -,527 ,850

Extraction Method: Principal Axis

Factoring.

Rotation Method: Varimax with

Kaiser Normalization.




