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ABSTRACT

The paper explores factors affecting entrepreneurs to become portfolio entrepreneurs, hence to start new business activities in addition to the existing one(s). Promoting new business activities has been an important part of the European Union’s policies the last decade as entrepreneurship has been seen as a means to meet the structural changes within business and industry. One industry that has faced substantial changes is agriculture, and this is the industry studied in the paper. The significance of portfolio entrepreneurs in entrepreneurship has recently been more focused upon. Also here agriculture is an industry of current interest as farmers have a tradition of pluriactivity, i.e. portfolio entrepreneurship. The study is based on a model of the business founding process incorporating three different milestones: intention, preparing and founding of the business. By applying two different theoretical perspectives – the rural sociology perspective to farmers’ pluriactivity and the entrepreneurship perspective of opportunity exploitation – hypothesis regarding the factors triggering new business start-ups among farmers are developed and tested. The findings suggest that the portfolio entrepreneurs’ individual perceptions of their own entrepreneurial abilities as well as their capacity to recognise opportunities are more important explanatory factors for both business start-up intentions, preparing and actual business start-ups, than push or pull factors in the environment such as poorer conditions for the existing business or a supporting environment for business start-ups. 
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INTRODUCTION

The pursuit of entrepreneurship is seen as necessary to develop more economically robust regions. New businesses are perceived as essential since they contribute to the employment, since a large part of innovative activities takes place in new businesses, and since they contribute to economic wealth regionally (Reynolds, Storey & Westhead, 1994). Portfolio entrepreneurship has recently attended more interest as research show this to be a widespread phenomenon, the role of portfolio entrepreneurs in wealth creation is therefore crucial. The research on this phenomenon has however concentrated on the number of portfolio entrepreneurs and the performance of their businesses while studies on motivation and processes leading to portfolio entrepreneurship are asked for (Carter and Ram, forthcoming). Are e.g. the reasons for portfolio entrepreneurship found in the existing business’ failing profitability or are the reasons found among pull factors? 

One industry with long tradition of portfolio entrepreneurship but not often focused upon in entrepreneurship research is agriculture. The portfolio entrepreneurship “tradition” is related to the old practice of combining farming activities with other sources of income. 

This paper aims at giving an empirical investigation of the factors affecting farmers to become (portfolio) entrepreneurs and start new business activities – or not. The strategies farmers and agriculture households use to meet the challenges caused by changing conditions in the environment, has been thoroughly investigated. Still, little is known about the factors that triggers the start-up of entrepreneurial activities. We focus on the entrepreneurs (the farmers) and the conditions they face when making the decision about implementing entrepreneurial activities. The empirical investigation is based on two different theoretical perspectives; the rural sociology perspective on farm-based pluriactivity which represents the push factors and the entrepreneurship perspective on new business formation which represents the pull factors. By contrasting the two perspectives there is a potential to gain new insight into the factors triggering the start-up of additional business activities. The rural sociology perspective views new business start-ups among farmers as a result of unfavorable conditions, and the start-up of additional business activities is here often understood as a response to the lack of opportunities for full-time employment or full time farming (Eikeland & Lie, 1999). Contrary, the entrepreneurship perspective view new business start-up as a result of exploitation of business opportunities (Kirzner, 1973; Landström & Johannisson, 2001; Shane & Venkataraman, 2000). 

Studies on farm-based entrepreneurship have primarily been conducted within the rural (and agrarian) sociology line of research. This stream of research has focused upon the agrarian sector and how changes within this sector have affected farmers, including the farm households’ pluriactivity. Pluriactivity is defined as obtaining income from more than one economic activity at the same time (Eikeland & Lie, 1990). Farm-based entrepreneurship has been seen as a survival strategy for the farm household during recession within the agriculture industry.

Agriculture has rarely been an empirical setting for entrepreneurship research. In fact, agriculture has often been excluded from studies within entrepreneurship. However, as Carter and Rosa (1998) argued, farmers are primarily business owner managers and studies of farmers may give important insight also to entrepreneurship research. Though, up to now few studies have taken an entrepreneurship perspective to farming, with the honorable exception of the work of Sara Carter (1996; 1998; 1999).

In this study we explore the following research question: 

How are the farmers’ perception of the environment and of their own abilities and opportunities related to entrepreneurial intentions, preparing for business start-up and the actual start-up of a new business?

THE RURAL SOCIOLOGY PERSPECTIVE

Rural sociology is a branch of sociology concerned with the study of rural communities and agriculture. One direction of this (agrarian sociology), has agriculture and production in focus, but the rural society is also included (Blekesaune 1997). Rural sociology has put great emphasis to agrarian restructuring, and studies of how and why small scale farming “survived” despite industrialization and the capitalist transformation of economy has been central. Until the 1980s farmers, who also participated in gainful activities outside the farm, were largely recognized as ’part-time farmers’ (Fuller, 1990). Taking the household as the social and economic unit of analysis, the focus of research shifted towards the ‘pluriactive farm households’ which are allocating resources between farm and non-farm activities (Efstratoglou-Todoulou, 1990). The focus has generally been pluriactivity as a response to recession and constraints within the agriculture sector and as a survival strategy for the farm household (e.g. Benjamin, 1990; Bowler, et al., 1996; Champagne, Carrère & Valschini, 1990; Damianos & Skuras, 1996; Ilbery, 1991). 

Studies in the field of pluriactivity have just as much been concerned with off-farm wage-earning as with having other businesses besides the farm, and have often not distinguished between the two. Eikeland and Lie (1999) argued that it may be useful to differentiate the concept of pluriactivity, and used Fuller’s (1990) separation between ‘making jobs’ (operating enterprises) and ‘taking jobs’(being a wage earner). They found that pluriactivity is an important strategy of persons living in rural Norway, and that about half of these strategies are based on ‘making jobs’, and not only ‘taking jobs’. Some studies on pluriactivity have focused at the start-up of new businesses in particular, interpreted as alternative farm enterprises (e.g. Bowler, et al., 1996; Damianos & Skuras, 1996) or diversification (Edmond & Crabtree, 1994; Ilbery, 1991; Gasson, 1988; McNally, 2001). These studies are limited to the study of businesses located at the farm holdings, often defined as the redeployment of farm resources into new products or services on the farm. Off-farm businesses are not taken into account with the exception of Ilberry et al. (1997) which included off-farm businesses in their study.

Reduced incomes from the farming activities as a reason for pluriactivity suggest that less resourceful farms give the largest probability for new business start-ups. This is partially supported by McNally’s (2001) findings where diversification activities are more likely to be observed in arable farms and less specialised and less intensive farm types. She also found that farmers expecting relatively low profits from the farm business were more likely to diversify, and that diversification may be a strategy to spread risk. However, findings from empirical studies in this field have showed somewhat contradictory results when it comes to the farm resources influence on the inclination to start another business.

Several studies found push-factors to be important when explaining why pluriactivity comes into existence. Bowler et al. (1996) found that the dominant reason to start searching for an opportunity to establish another business was the need to maintain or increase the income generated by the farm. Ilbery (1991) found that the need to generate extra income from new sources was the main reason for diversification into alternative enterprises, and interpreted this as a reflection of the cost-prize squeeze in agriculture. Also Evans and Ilbery (1992) found financial reasons to represent the driving force for farm-based accommodation enterprises, as a part of an ‘accumulation strategy’ on large farms, but as a ‘survival strategy’ on smaller farms.

Eikeland and Lie (1999) suggested that for farms located in sparsely populated areas, pluriactivity may constitute a way of maintaining agriculture. In sparsely populated countries, a considerable proportion of the rural population find themselves in a kind of ‘classical rural economic opportunity situation’ due to the lack of employment opportunities other than self-employment. In Norwegian rural studies, pluriactivity has usually been analysed as a response to the lack of opportunities for full-time employment or full-time business activities. Rural areas have generally been characterized by small markets and long distances to large population centres and to labour markets (Eikeland & Lie, 1999). The opportunities for off-farm employment will be few, and this may increase the probability to ‘be pushed into a business start-up. 

Fuller (1990) argued that the rationale for agriculture households to adopt different patterns of income activity will depend upon conditions in agriculture, off-farm job opportunities and the structure of the household, and that the strategy adopted by the household depends upon the perception of these ‘realities’. It is thus the perceived conditions for farming and the perceived off-farm job opportunities that are the core issues. Based on the discussion above, the following hypotheses are suggested:

Hypothesis 1: Farmers who perceive insufficient or reduced income from farming are more likely to start a new business.
Hypothesis 2: Farmers who perceive waged employment as difficult to get or difficult to combine with farming are more likely to start a new business.

THE ENTREPRENEURSHIP PERSPECTIVE

Shane and Venkataraman (2000) defined entrepreneurship as the discovery and exploitation of profitable opportunities. This is in congruence with Kirtzner (1973) who argued that the “alert entrepreneur” identifies business opportunities as imperfections in the market and coordinate resources to exploit these opportunities, hereby restoring the balance in the market. In accordance with this, Landström and Johannisson (2001) saw entrepreneurship as the exploitation of perceived opportunities through the organizing of resources and collaborators in new patterns. Wright, Westhead and Sohl (1998) argued that entrepreneurship, i.e. the exploitation of business opportunities, also may involve the inheritance and purchase of established businesses. 

Taking an objectivist-subjectivist view of opportunities (Davidsson, 2002), they themselves are objective phenomena but they are not known to all parties at all times (Shane & Venkataraman, 2000). Some persons are more able to recognize and/or exploit particular opportunities than others. The ability to discover these opportunities demands the possession of the necessary information as well as the cognitive ability to evaluate the information. Opportunities are therefore both the result of environmental conditions and the result of entrepreneurial ability as well as access to and processing of information (Ucbasaran, Howorth & Westhead, 2000).

First, environmental conditions affect the number and kinds of business opportunities available and the possibility to exploit them. The environment gives framework conditions both for the existing business (the farm) and for the start-up of a new one. The framework conditions are both formal and informal, and include policies, financial and other kinds of support, attitudes and cultures. The attitude the environment has towards entrepreneurship can either support or counteract entrepreneurial activity. Davidsson (1993) showed in his study that there are regional variations in entrepreneurial activity and suggested that some of these variations could be explained by different regional cultures and attitudes towards entrepreneurship.

While population ecologists (Hannan & Freeman, 1977; 1989) argue that new business start-ups can be explained by the objective environment such as the de facto availability of resources, behavioural approaches to entrepreneurship emphasises how the subjective perception of the environment affects the decision to become an entrepreneur. Entrepreneurial behaviour is seen as influenced by how the environment is represented in the mind of the individual, and by the individual’s exercise of choice (Shaver & Scott, 1991). Hence, it is how the environment is perceived which affect the choice of starting a new business. An environment perceived as favourable in fact reduces the perceived risk and hence increases the desirability of starting a new business. Favourable environments may be conceptualized as favourable framework conditions and as supportive communities to business start-ups, which lead to the following hypotheses:

Hypothesis 3:  Farmers who perceive the framework conditions for business start-ups as favourable are more likely to start a new business.

Hypothesis 4: Farmers who perceive the local community as supporting new business start-ups are more likely to start a new business.

Second, it is claimed that some entrepreneurs seem to be particularly good at discovering good business ideas (De Konig & Muzyka, 1996; McGrath, 1996; MacMillan, 1986). This might be a result of an inherited or developed character (or combination of characters) or that founding and running a business gives access to information and knowledge which can become the basis of other valuable business ideas (Ronstadt, 1988; McGrath, 1996). Also, entrepreneurial experience might increase the cognitive capabilities to evaluate this information. It is suggested that experienced entrepreneurs will have larger ability to recognize and take advantage of these latent ideas (McGrath, 1996), as their experience will increase their “sense-making ability” (Weick, 1979). Hence, an existing farm business can be a source of new business ideas in itself, through the farmers experience gained by running it, and/or through the network developed by running the farm
. 

Ardichvili, Cardozo and Ray (2002) argued that the individual’s optimism of his or her own ability to achieve specific, difficult goals is related to the opportunity identification process. This is related to the concept of self-efficacy (Bandura, 1986; Krueger & Brazeal, 1994). Ardichvili et al. suggested that the individual’s perceived abilities are a critical determinant of the entrepreneurial alertness. Krueger (2000) argued that increased self-efficacy lead to increased initiative and persistence, and thus the likelihood of succeeding with the intended action.  

Based on the above discussion, we argue that those farmers who perceive that they possess entrepreneurial abilities are more alert and therefore are more likely to recognize opportunities and start new businesses. In line with Ronstadt’s (1988) “corridor principle”, we also argue that farmers may have access to information about opportunities as a result of their experience and position as farm business owners. Those farmers who perceive these opportunities are suggested to be more likely to start new businesses. Hence, the following two hypotheses:

Hypothesis 5: Farmers who perceive they have entrepreneurial abilities are more likely to start a new business.

Hypothesis 6: Farmers who perceive that they have access to many good business opportunities are more likely to start a new business.

THE BUSINESS FOUNDING PROCESS

The start-up of a business is not an instant happening, but an iterative, non-linear, feedback driven process difficult to systemize which may vary extensively between entrepreneurs (Bhave, 1994; Bygrave & Hofer, 1991; Carter, Gartner & Reynolds, 1996; Reynolds & Miller, 1992). When exploring factors triggering business start-ups this may affect different parts of the process in different ways. Katz (1990; 1992) argues that the business formation process can be viewed as a process comprised of a number of phases which the entrepreneur goes through, however not necessarily in a certain chronological order. Several researchers have stressed the importance of the entrepreneurs’ progress towards milestones during the business formation process (Block & MacMillan, 1985; Katz, 1992; Starr, Bygrave, & Tercanli, 1993). Business founders may move backwards and forwards through different phases and activities, but reaching certain milestones may be the necessary demonstration to the entrepreneur her/himself and to the surroundings that the process is in progress. This could be understood as the necessary “enactment” (Weick, 1979) implying that individuals who engage in behavior which demonstrate to others that the emerging business is “real” are more likely to create an organization. Such milestones may be the intention to start a business, the decision to start a business, starting to prepare the business founding, accomplishing the first sale, or other events, which make the business visible. 

In accordance with Katz (1990) this study focuses at three milestones of the business start-up process: 1) having an intention to start a business, 2) starting to prepare the business, and 3) founding the business (entering). Katz argues that these milestones represent hurdles to the business start-up, and that each hurdle lead some potential entrepreneurs to give up their strive toward a new business.
 The first milestone reflects that aspiring to business start-up is a hurdle, and not all potential entrepreneurs have an intention to start a business. The second milestone implies that not all persons who have the intention actually carry out activities to try to establish a business, and become nascent entrepreneurs (Carter, et al, 1996; Reynolds & Miller, 1992). The last hurdle is the entry itself: indicating that not all nascent entrepreneurs trying to establish a business succeed in doing so. 

METHOD

Data for this study was gathered through a postal survey among farmers in Norway administered by Statistics of Norway. Questionnaires were sent to a representative sample of 3018 farmers drawn from an agriculture census. 21 were returned because the farm was closed down, and were excluded from the population. 1019 filled in questionnaires were returned, resulting in a response rate of 34 %. After exclusion of cases with missing data on the variables used for this paper, we were left with 782 cases for analysis.

The level of analysis for this study is the farm household defined as the farmer and his/her spouse. The household is the basic unit of production and organization in agriculture, and several studies show that the household is the key element in studying and understanding changes within the farm sector (Eikeland & Lie, 1999; Fuller, 1990; Gasson & Winter, 1992). Fuller claims: “…there are many ways for household members to run farms while undertaking other on-farm activities, as well as off farm jobs” (1990:363). The fact that decisions regarding the development of family owned micro businesses most often are made within the household (Wheelock, et al., 1999), also makes the household an appropriate unit of analysis when studying the process of to starting a new business. 

Variables and measures

Dependent variables

Three dependent variables are used, relating to the three milestones in the business start-up process; intention, preparation, and start-up. Intention is measured by the question: Are you or your spouse intending to start a new business other than farming during the next three years? Preparation is measured by the question: Are you or your spouse today trying to start a new business other than farming? Start-up (entering) is measured by the question: Are you or your spouse today the owner-manager of another business in addition to the farm business? All three variables are dichotomous, represented by a yes/no answer. Among the respondents 12.1 percent reported entrepreneurial intentions, 11.7 percent reported that they at the time were trying to start a business (preparation), and 30.9 percent reported that they own another business in addition to the farm business (start-up).

Independent variables 

All independent variables were measured by statements. The respondents should state their extent of agreement on a five-point scale where 1 indicates strongly disagree and 5 indicates strongly agree. 

Perceived conditions for farming. Two statements were related to the financial return of the farm as perceived by the respondents: The farm contributes sufficiently to the household income (mean 1.77, s.d. 1.15), and Reduced income from farming makes it necessary to find other sources of income (mean 4.22, s.d. 1.19). Due to skewed distributions both variables were transformed, by the formula ln(x) and ex respectively.

Access to waged job. Whether waged employment in addition to farming was a possibility for the respondent was measured by two statements: It is difficult to find waged employment (mean 2.66, s.d. 1.34), and It is difficult to combine farming with waged employment (mean 3.40, s.d. 1.40). Due to skewed distributions the variables were transformed by the formula √x and x2 respectively.

Perceived environments for business start-ups. The respondents’ perceptions of the environment for business start-ups were measured by thirteen statements. Using a principal component analyses, these statements were reduced to four factors representing different aspects of the perceived environment; “Favorable governmental policies”, “Complicating laws and regulations”, “Well-functioning business network”, and “Supporting local community”. The four factors represented 70.7% of the variance, and had all Eigenvalues larger than 1. All factors gave Chronbach’s alphas above .75 in a reliability test. The factor scores were used in the analysis. Due to a skewed distribution, the factor Complicating laws and regulations, was transformed by the formula (x+3)1.5.  

Perceived opportunities and abilities. The respondents’ perception of their own abilities and opportunities to start a business was measured by eight items. A principal component analysis revealed two factors representing “Perceived abilities to start a business” and “Perceived opportunities from experience as farmer”. The factors represented 69.2 percent of the variance. Reliability statistics gave Chronbach’s alphas above .80 for both scales.  The factor scores were used in the analysis.

Control variables
Age, education (number of years after primary school) and whether the household was a couple or a single person were used as control variables. For households consisting of couples, age was measured as the mean age of the two persons, while education was measured as the education of the person with the longest education. Because of skewed distributions, education was square root transformed. Table 1 shows the relation between control variables and dependent variables.

Table 1 Dependent variables and control variables

	
	Intensions
	Preparation
	Start-up

	N
	746
	749
	782

	Household
	
	
	
	
	
	

	Couple
	85
	13.0 %
	84
	12.7 %
	220
	32.4 %

	Single
	11
	11.5 %
	12
	13.5 %
	23
	22.1 %

	Chi-square
	
	.038
	
	.040
	
	4.495**

	
	Yes
	No
	Yes
	No
	Yes
	No

	Level of education (√)
	
	
	
	
	
	

	Mean
	2.46
	2.28
	2.38
	2.29
	2.34
	2.27

	F-value
	
	8.48***
	
	1.517
	
	2.738*

	Age
	
	
	
	
	
	

	Mean
	43.46
	48.15
	44.8
	47.9
	45.9
	48.5

	F-value
	
	19.46***
	
	8.553***
	
	11.48***


Level of significance: *** indicates p<0.01, ** indicates p<0.05, * indicates p< 0.1

ANALYSIS

First, independent samples t-tests were used to explore the binary relationships between the independent and the dependent variables. The results from the analyses are reported in table 2. Statistically significant differences were detected regarding entrepreneurial abilities and entrepreneurial opportunities for all the three dependent variables. There were also statistically significant differences between those who had started a new firm and those who had not when it comes to their perceived access to waged job as well as the opinion that a waged job is difficult to combine with farming. The negative sign of the t-values indicate that the portfolio entrepreneurs regarded it less difficult to get a waged job and also less difficult to combine a waged job with farming as compared to the others. 

Table 2 Independent samples t-tests

	
	Intentions
	Nascent
	Start-up

	
	Yes
	No
	t-value
	Yes
	No
	t-value
	Yes
	No
	t-value

	N
	95
	652
	
	95
	655
	
	243
	539
	

	Conditions for farming
	
	
	
	
	
	
	
	
	

	Gives sufficient income (ln)
	.36
	.40
	-0.70
	0.38
	0.39
	-0.25
	0.38
	0.41
	-0.68

	Reduced incomes (ex)
	110.4
	100.9
	 1.54
	109.9
	101.8
	 1.31
	105.8
	100.8
	 1.09

	Access to waged job
	
	
	
	
	
	
	
	
	

	Difficult to get a job (√)
	1.50
	1.59
	-1.83*
	1.51
	1.59
	-1.63
	1.50
	1.62
	 -3.62***

	Difficult to combine job x2
	12.3
	13.4
	-1.13
	12.9
	13.4
	-0.45
	12.1
	13.9
	 -2.78***

	Conditions for e-ship
	
	
	
	
	
	
	
	
	

	Favoring policies
	0.20
	0.00
	 1.90*
	0.16
	0.00
	 1.43
	0.07
	-0.01
	 1.06

	Laws and regulations
	5.07
	5.40
	-1.19
	5.27
	5.39
	-0.46
	5.36
	5.43
	-0.36

	Business network
	-0.03
	0.02
	-0.63
	0.03
	0.00
	 0.23
	0.05
	-0.01
	 0.78

	Local environment
	0.02
	0.00
	 0.19
	0.03
	0.00
	 0.32
	0.00
	0.00
	 -0.15

	Opportunity recognition
	
	
	
	
	
	
	
	
	

	Entrepreneurial abilities
	3.78
	3.13
	 6.83***
	3.72
	3.13
	6.19***
	3.61
	3.01
	 8.46***

	Perceived opportunities
	3.71
	2.98
	 8.92***
	3.67
	2.99
	8.12***
	3.26
	2.99
	 3.98***


Level of significance: *** indicates p<0.01, ** indicates p<0.05, * indicates p< 0.1

Also for intentions as the dependent variable, the difference regarding access to waged job is statistically significant at the 10 % level and negative. Those who have intentions also regard policies towards entrepreneurship as significantly more favoring than those who do not. 

To test for multivariate relations logistic regression models were calculated, one for each of the dependent variables (see table 3). Due to multicollinearity, the variable “business network” is not included in the analysis. The three models were all highly significant. 

Three control variables related to human capital were included in the models; whether the farmer(s) were a single person or a couple, age and level of education. Age shows a significant B in all the three models, indicating that younger farmers are more likely to have intentions, start preparing for and actually start a new business in addition to the farm. Level of education is significant in the model explaining intentions, indicating that higher educated farmers more often have entrepreneurial intentions. None of the variables related to conditions for farming was significant in any of the models. The variables related to access to waged job are significant and negative in the start-up model, replicating the results from the t-tests above. The perception of policies as favoring is significant at the 10 % level in the model for intentions. However, the largest impact in all three models is given by the perceived entrepreneurial abilities and perceived opportunities. In the intention and nascent models perceived opportunities shows the largest B(exp) value, while entrepreneurial abilities shows the largest impact in the start-up model.

Table 3 Logistic regression models

	
	Dependent variables

	
	Intensions
	Nascent
	Start-up

	
	B
	Exp(B)
	B
	Exp(B)
	B
	Exp(B)

	Control variables
	
	
	
	
	
	

	Couple household
	-.376
	.686ns
	-.389
	.678ns
	.320
	1.377ns

	Age
	-.050
	.952***
	-.029
	.971**
	-.022
	  .978**

	Education
	.377
	1.458*
	.049
	1.050ns
	-.105
	  .901ns

	Conditions for farming
	
	
	
	
	
	

	Gives sufficient income
	-.268
	.765ns
	-.207
	.813ns
	-.055
	  .947ns

	Reduced incomes
	.002
	1.002ns
	.002
	1.002ns
	.001
	1.001ns

	Access to waged job
	
	
	
	
	
	

	Difficult to get a job
	.027
	1.027ns
	-.122
	.885ns
	-.421
	  .656**

	Difficult to combine job
	-.012
	.988ns
	-.005
	.995ns
	-.017
	  .983*

	Conditions for e-ship
	
	
	
	
	
	

	Favoring policies
	.209
	1.232*
	.145
	1.156ns
	.060
	1.062ns

	Laws and regulations
	-.071
	.931ns
	-.033
	.968ns
	.010
	1.010ns

	Business network
	-
	
	-
	
	-
	

	Local environment
	-.075
	.928ns
	-.037
	.964ns
	-.018
	  .982ns

	Opportunity recognition
	
	
	
	
	
	

	Entrepreneurial abilities
	.623
	1.865***
	.524
	1.689***
	.596
	1.815***

	Perceived opportunities
	.804
	2.234***
	.714
	2.041***
	.149
	1.161*

	Constant
	-.260
	.794ns
	-.337
	.714ns
	.821
	2.272ns

	Overall model fit
	
	
	
	

	Initial -2LL
	572.752
	573.576
	969.200

	Model -2LL
	479.910
	509.296
	887.218

	Model chi-square
	92.841***
	64.280***
	81.981***

	Goodness of fit

	11.712
	11.379
	12.862

	Nagelkerke R2
	.218
	.154
	.140

	Cox & Snell R2
	.117
	.082
	.100

	Over all hit ratio
	86.6 %
	87.3 %
	70.7 %

	N
	746
	749
	782


Level of significance: *** indicates p<0.01, ** indicates p<0.05, * indicates p< 0.1

Hypothesis testing

The hypotheses developed from the rural sociology perspective suggested that farmers were more likely to intent, prepare and actually start a new business if they experienced insufficient or reduced income from the farming activities and/or regarded waged employment as difficult to get or combine with farming. These hypotheses are not supported neither by the bivariate nor by the multivariate analysis. Regarding access to waged employment, the opposite relations were detected. Those who perceived waged job as difficult to get or difficult to combine were less likely both to have intentions, preparing for and actually start a new business in addition to the farm. This indicates that farmers with many resources are more likely to become portfolio entrepreneurs, even though they believe they could have a waged job if they wanted to. Hence, hypotheses 1 and 2 are not supported.

The hypotheses focusing on environmental conditions for entrepreneurship were tested using four scale variables. None of these variables showed statistical significant relationships with the preparing and start-up outcome measures. However, the perception of policies for entrepreneurship as favorable is associated with business start-up intentions in both the bivariate and multivariate analysis. Hypothesis 3 is only weakly supported, while there is no support for hypothesis 4. 

Hypothesis 5 suggested that persons who perceive they have the abilities to start a business are more likely to have intentions, to start preparing and to actually start a new business. The analyses revealed significant relationships between perceived entrepreneurial abilities and all the three outcome measures on both analyses. Thus, hypothesis 5 is supported.

The sixth hypothesis suggested that farmers who perceive that their own experience from farming give access to good business opportunities are more likely to have intentions, preparing and starting a new business. The t-tests for each of the three outcome measures showed statistic significant results in the hypothesized direction, and so did the regression models. Hence, hypothesis 6 is supported. 

DISCUSSION

The results from this study indicate that the propensity for farmers to go into entrepreneurial activities and start new businesses first and foremost are related to their perceptions of the opportunities available from their farming experience and of their own abilities to start new business activities. The measures of the perceived conditions for farming and possibilities for off-farm waged employment did not show any statistical significant relation to the outcome measures in the hypothesized direction. Only one of the measures on the perceived general environment for new business start-ups was associated with start-up intentions, but not with preparation and start-up. 

The lack of support for the hypotheses developed from the rural sociology perspective may indicate that difficult conditions for farming which result in reduced income from farming activities is not a sufficient factor for starting new business activities. It might still be a factor promoting start-ups in the sense that the reduced income make farmers think about their situation and consider the options for future development. One of these options may be starting new business activities. In a study of farms in Scotland, Edmond and Crabtree (1994) found that negative conditions in agriculture act as a push factor for take up of off-farm waged employment, but not for staring new businesses at the farm. For starting new businesses, the regional opportunities measured as closeness to a larger market, were more important. This is in line with our findings suggesting that the farmers who actually go into the business start-up process possess abilities to recognise and exploit opportunities evolving from the farming experience. They also seem to believe in their own entrepreneurial abilities. An interesting finding in this respect is the relationship between perceived off-farm employment opportunities and new business start-ups. This relationship is in the opposite direction of our hypothesis, indicating that it is the most resourceful farmers who go into new business activities; even though they believe that they could get a wage job if they wanted to. This is also in line with Edmond and Crabtree (1992) who found off-farm work to be higher in regions where off-farm work opportunities would be expected to be low.

Another interpretation of the findings is that the farmers who possess abilities to recognise and exploit opportunities are able to reorganize their resources into new areas when appropriate, utilizing their “entrepreneurial mindset” (McGrath & MacMillan, 2000). This is in line with Carter’s (1996) argument that: “Farmers are primarily businessmen who have always sought to respond to market opportunities. If changing market demands present non-agricultural opportunities for which farm resources can be used to advantage, farmers will respond.” (1996:349). There is no need to exclude farmers from studies in the entrepreneurship field of research, since farmers seem to organize their businesses and manage their opportunities in the same way as other business owners. In this sense, the results support the view within entrepreneurship research that opportunity recognition is a crucial aspect of the entrepreneurial process (Shane & Venkataraman, 2000), and also the suggestion that existing entrepreneurs have access to new business opportunities from their entrepreneurial experience which might be developed into new businesses (Ronstadt, 1988; McGrath, 1996). 

This study shows that the entrepreneurship perspective may bring new and possibly fruitful angles into the study of business pluriactivity in the farm sector, emphasizing the importance of opportunity recognition and entrepreneurial abilities. By focusing not primarily on conditions for farming and characteristics with the farm and the farmers, but also emphasizing the entrepreneurial mindset; the ability to see and utilize new business opportunities, new knowledge can be created about why and how conventional farms are developed into pluriactive entrepreneurial entities. Further, the study shows the importance of dividing between waged employment and new business start-ups when discussing pluriactivity in the farm sector. This is an important aspect also for policy makers, as the different categories of pluriactivity are related to different contextual factors and also to different attitudes and abilities of the farmers. Policy efforts to support farm diversification should take these differences into account and should also focus more upon the internal resources of the entrepreneur and the farm. 

Limitations and suggestions for further research

The findings need however to be validated within other industries than agriculture to make sure that the results are applicable in general. Also other limitations with the study ought to be mentioned: First, this study is cross sectional and measure only three milestones of the start-up process. To gain further understanding of how different factors affect the different parts of the process, longitudinal studies following the potential entrepreneur trough the process from intention, preparation and to actual start-up are needed. As with most quantitative studies, also this study has the limitation of giving generalizeable, but not in-depth results. More qualitative in-depth studies are needed to further understand how the perceptions are related to actual environments and actual opportunities, and also on how perceptions are created.

Some studies suggest different propensities among farmers to start new businesses depending on the farm size and types of production on the farm (Ilbery, 1991; Damianos & Skuras, 1996; Ilbery, et al. 1997, McNally, 2001). Even though the empirical results up to now are contradictory, it should be investigated how these elements affect both the perceived environments for farming as well as the perceived opportunities resulting from the farming experience. 

Also, this study does not address the motivation for new business start-ups among farmers. Studies within this area would be able to illuminate the triggers of business start-ups among farmers even further, by focusing on the underlying strategies of this phenomenon. As Carter & Ram (2002) claim the motivations for portfolio entrepreneurship can be diverse, ranging from those who move their invested capital between various enterprises depending on the market conditions, to those who diversify their economic activities to cover both productive and distributive functions, to those who pursue the only available survival strategy for marginal businesses.

Kodithuwakku & Rosa (2002) found that successful farm-based entrepreneurs in Sri Lanka typically engaged in a combination of activities to pursue and exploit opportunities, and not just one. Future studies should investigate whether starting new businesses in addition to farming and becoming portfolio entrepreneurs is a fruitful strategy for farmers resulting in better achievements than pursuing the stick-to-farming-only strategy. 
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� This farm business is a result of a former (and ongoing) exploitation of a business opportunity, either through start-up, purchase or inheritance (see Wright, Westhead & Sohl, 1998).  Farmers who start a new business in addition to the farm, may therefore be viewed as portfolio entrepreneurs, (see Carter, 1998).


� Katz’s (1990) model originally discussed hurdles towards self-employment. In accordance with several other studies this is adapted to business formation (Alsos & Kolvereid, 1998; Alsos & Ljunggren, 1998; Carter, Gartner & Reynolds, 1996; Reynolds & Miller, 1992). This adaptation  implies for instance the incorporation of portfolio entrepreneurs into the model, that is existing business owner-managers going into the process of starting a new business in addition to their existing one(s) (Alsos & Kolvereid, 1998).


� Hosmer and Lemeshow Test
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