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Abstract 

A COMPARATIVE ANALYSIS OF STRATEGIC MANAGEMENT PRACTICES IN 
MICHIGAN AGRIBUSINESS FIRMS: 1992 VS. 2012 

By 

Miguel Vieira Lopes 

Over the past 20 years the agribusiness industry has been subject to a number of 

transformations and shocks that have altered its business environment and management 

practices. This thesis sets out to try to understand how the Michigan industry has changed in 

this period, and to understand if strategic management practices and performance are 

correlated. Data for this study was collected from Michigan agribusinesses at two time 

periods, 1992 and 2012.  A comparative analysis indicates that Michigan agribusinesses have 

become larger, more diverse, and have increased their adoption of strategic planning 

activities.  Furthermore, these practices were found to be positively correlated with 

performance.  
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Introduction 

US agribusinesses are subject to a great deal of external forces that are no longer dictated 

solely by regional or national factors. Agriculture and food commodity markets have become 

globalized. In today’s competitive environment, often characterized by uncertainty, complex 

relationships and fierce competition, many firms are exploiting new opportunities and 

thriving while others face difficulties and struggle to adjust to the times.  

This thesis has the agribusiness industry in the state of Michigan as its study subject and 

intends on describing and comparing the industry in two points in time from a strategic 

management standpoint. This industry is characterized by a great variety of firms, dealing in 

different products, ranging from inputs like seed, fertilizer and agro-chemicals, to farm 

machinery and petroleum products; and services, ranging from agro-chemical application to 

marketing services, like commodity warehousing and trading or edging mechanisms. 

Observing an important transformation in the agricultural business and economic 

environment, Boehlje (1999) identified two main changes occurring in the way in which the 

sector carried out its economic and social functions. First, a focus on the supply chain instead 

of the firm or economical agent performing a particular action, which shifts the competition 

for market share from within a stage of the supply chain and between firms to a competition 

among entire supply chains; the second change was what he called “biological 

manufacturing”, a change from the production processing of commodity products to the 

manufacturing of specific attribute products tailored to the end-user preferences. Both these 

changes in the industrial organization of the agriculture production favor the establishment of 

higher concentration levels in each of the different industry segments, which deeply influence 

the way the organizations behave and interact.  
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The same author described how “formerly distinct value chains are becoming increasingly 

interlinked and interdependent” (Boehlje, 2011), explaining how convergence between 

industries that were formerly in distinct markets is now turning them into either partners or 

competitors. Several value chains have shown this behavior recently, as can be exemplified 

by the increasing competition among companies from energy (e.g. biofuels) and food 

industries for crops and crop byproducts. Other examples of industry convergence include 

food and health, and food and industrial products (e.g. renewable packaging and 

biopolymers).  

Similarly, certain firms are present in more than one of the input segment markets and 

develop reinforcing products supported by active strategies of cross-selling in an attempt to 

develop a competitive advantage (Freedonia Focus, 2012). These strategies greatly influence 

the general agribusiness industry.  

This paper presents a strategic analysis of the US industry, based on recent industry reports 

from different sources. Besides these industry reports, as the methodology section will 

thoroughly explain, this paper also uses data from two surveys conducted with Michigan 

agribusinesses in 1992 and in 2012. These surveys were conducted in both years through the 

Michigan Agribusiness Association (MABA).  

In light of these complexities and different influences, this study focuses on the strategic 

choices of the firms, in order to address the research questions:  

• What practices do Michigan agribusinesses use in order to make strategic decisions?  

• How have the strategic management practices of Michigan agribusiness firms 

changed over time, namely from 1992 to 2012?  

• Is there a relationship between strategic management practices and firm performance? 

• What are the expectations of challenges and performance in the future?  
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Theoretical Background 

Strategic management became a strong influence in both the academic and the business 

worlds in the mid 20th century with works from authors like Selznick, Chandler and Ansoff 

(Mintzberg et al., 1998), who set up the basic principles and tools which are still the 

foundations of strategy making today. But perhaps there is no other author in strategic 

management’s history who was as influential as Michael Porter. In his 1980 book 

Competitive Strategy, he established the idea that there were only a small number of 

strategies that would fit an organization’s internal and external characteristics, at a given 

time, and lead it to a higher performance. One of his main contributions, if not the most 

important, was the five forces framework he proposed to analyze the external environment in 

which a firm operates and became generally known as Porter’s Five Forces.  

Far from aiming at presenting a complete description of the historical developments of 

strategic management as a discipline, which can be found in works such as Mintzberg’s 

Strategy Safari, the goal of this section of the thesis is to establish the context in which 

strategic management emerged and what are the relevant tools and concepts for the study of 

the research questions.  

As mentioned before, this paper focuses on strategy. Therefore, it is imperative to dive into 

the world of strategy, strategic planning and strategic analysis and ask the question Porter 

asked in the title of his 1996 paper: What is strategy? In this article, the author shows how 

important for a firm’s performance the determination of a strategy can be and how those 

strategic choices lead to trade-offs which occur because of the need to maintain a strong 

coherence and consistency throughout the entire organization’s set of actions. Only with this 

coherent strategy can a firm establish a system of activities that creates a true competitive 

advantage. He proceeds to name six necessary conditions to create sustainable competitive 
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advantages: (1) Unique competitive position for the company; (2) Activities tailored to 

strategy; (3) Clear trade-off and choices vis-à-vis competitors; (4) Competitive advantage 

arises from fit across activities; (5) Sustainability comes from the activity system, not the 

parts; (6) Operational efficiency a given. These sources of sustainable competitive advantage 

are the characteristics that set a certain firm apart from the competition by allowing it to 

position itself well and earn high rates of return (Porter, 1985). 

 

The Strategic Management Process in Agribusiness 

The strategic analysis is a fundamental point of strategic management and uses tools and 

concepts developed by the very pioneers of the discipline, like the SWOT analysis, based on 

the concepts introduced by Andrews (Hill and Westbrook, 1997), and the Five force analysis 

and the Value chain analysis, both introduced by Porter (1979 and 1985). Further ahead in 

this paper, there will be a complete strategic analysis of the US industry, using some of these 

tools and concepts.  

This study focuses mainly on the planning phase of strategic management, the process where 

strategy is actually created, and the importance of a group of planning activities in the success 

of organizations. But if strategy is a system of activities that work together in a reinforcing 

way to achieve superior performance, like Porter defends, how do you create it? Eden and 

Ackerman, in their 1998 book Making Strategy, start by defining the concept of Emergent 

Strategizing, which is the term they use for the general patterns that emerge from 

organizations and, whether they realize it or not, represents their strategic direction. This 

concept is important because it states that even firms that do not perform any formal activities 

of strategic planning have some general strategically driven direction. These authors present a 

framework for strategy making as a JOURNEY: JOint Understanding (of all the stakeholders 
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about the strategic direction), Reflecting (about the firm’s distinctive competencies and how 

well they support the strategy and aspirations), and NEgotiating strategY (in order to reach an 

agreement about the aspirations so that they are feasible but still inspirational, monitor the 

implementation and agree on a draft of strategic intent and direction). Whether or not firms 

use this planning model, this view of involving all stakeholders and considering the 

company’s and the surrounding characteristics before establishing the strategy is an important 

consideration for the process. 

Worried with an excessively mechanic view of the frameworks and systems to conduct a 

strategic analysis and create a strategic plan, Mintzberg (2001) defended that strategy making 

should be seen as a craft, a more organic process where the manager truly knows the reality 

of the firm and the industry and takes the past into consideration in order to create the most 

accurate predictions for the future opportunities. Although this author does not deny the 

validity of the formal processes developed in strategic management, his article tried to draw 

attention to the need to include a more human component to strategy. This dimension of 

strategy is hard to observe in a survey and is better described in work like the one the same 

author conducted in his 2009 book, Managing, where he accompanied the day of several top 

managers in different companies in order to capture this human side of managing. 

Nevertheless it is a powerful consideration that shall accompany this study in its analysis. 

Regarding the important question of the relationship between strategy and performance, 

several studies found a positive relationship between performance and the firm’s planning 

activities (Thune  & House, 1970; Rhyne, 1987), however meta-analysis studies, like the one 

of Brian Boyd (1991) showed that “While some studies have found significant benefits from 

planning, others have found no relationship, or even small negative effects”. 
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To determine whether a relationship between strategic planning and performance exists in the 

agribusiness context is of extreme importance, as the planning activities, and the strategy 

implementation that follows, usually signify incurring in high non-operation costs. Studying 

the California processing tomato industry, Baker and Leidecker (2001) found proof of this 

positive relationship. Their research showed that the use of strategic planning tools had a 

strong relationship with the firm’s ROA. Three specific tools, the use of a mission statement, 

long-term goals and ongoing evaluation, were also found to have a strong relationship with 

profitability.  

Using the data gathered from the two surveys, this study will attempt to bring to light  

whether or not this relationship exists in the Michigan agribusiness industry and to clearly 

state the benefits that firms can expect from commencing or expanding the use of these tools.  

 

Strategic Choices 

Another important set of factors that is part of the firm’s strategic choices is that of the 

strategic scope and vertical coordination.  

As was mentioned before, Boehlje (1999) described a changing environment in 

agribusinesses in the US, where firms were aligning vertically in the supply chain and 

competition was no longer between isolated firms in a given stage of the supply chain but 

between the chains themselves. These changes are extraordinarily important as they influence 

the risks, relationships and expected returns of each of the firms. Peterson et al. (2001) 

formalized the idea of a vertical coordination continuum ranging from the spot/cash market to 

vertical integration, where the reasons and theoretical support for the changes described by 

Boehlje can be found, based on transaction costs theory (Williamson, 1979). The article 
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focuses the definition of the type of vertical coordination on control intensity over the 

transaction, and not on ownership. This important concept is in agreement with what reality 

shows us on many occasions, where there is in fact vertical coordination although the several 

firms are not owned by one major entity.  

This topic is contemplated in the 2012 survey as an attempt to explain which of these changes 

in vertical coordination are present in the Michigan agribusiness industry and whether they 

affect performance on the firm level.  

The issues of companies’ product and geographic scope is also encompassed in the 1992 and 

2012 surveys, to describe the choices being made in this regard and to attempt to determine 

whether or not they are correlated with performance. The product scope question is 

particularly relevant for the input suppliers because of the notion that one of the main sources 

of competitive advantage for those companies in the last decades has been the development 

of proprietary products (Freedonia Focus, 2012). The survey results concerning both product 

and geographical scope will help determine if there is a strategy, or a set of strategies, 

regarding these issues that is creating significant differences in performance. Supplying the 

industry participants with this information can serve them in their strategic management 

process. 
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Methodology 

The data and information collection process for this study was conducted in three separate 

phases and exploiting different tools, regarding the industry analysis, the 1992 survey and the 

2012 survey.  

Industry Strategic Analysis  

The external analysis of the US agribusiness sector was conducted using secondary data 

sources. These were mainly industry reports provided by private companies that evaluated 

and analyzed a very diverse array of business related subjects, both on the firm and the 

industry levels. The analysis offered is usually of a more restricted segment or industry than 

the analysis presented here, as there is no report about the agribusiness industry but several 

reports that analyze, for example, the seed or the farm machinery segment.  

This section will use some of the main analytical concepts and frameworks to identify the 

most important market drivers and change forces that impact the agribusiness industry in the 

US.  

 

The 1992 Survey 

In 1992, a survey was conducted of the strategic planning practices of firms in the Michigan 

agribusiness industry. This survey, shown in Appendix A, was sent by mail to 362 firms in the 

industry and generated 212 responses, representing a 58.6% response rate. The data from this 

survey provides a baseline of firm and industry characteristics as well as an inventory of 

management practices and expectations by which to compare the current state of the industry. 

In particular, this survey allows for us a description of how the industry has changed in 
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twenty years in terms of strategic planning and in general characteristics like performance, 

number of employees, assets, sales, or geographical and product scope.  

The analysis used for this data was a simple statistical description of the variables, resorting 

to t-tests and chi-square tests to determine statistical significance and the existence of 

correlation with performance related variables. 

Besides individually testing, factor and cluster analyses were also performed on the variables 

that assessed firms’ use of strategic planning tools, in order to determine whether or not there 

were groups of similar activities and clusters of firms that typically used some or all of these 

activities, at different levels. This methodology is consistent with the preliminary analysis of 

the data, and was sought to be the most effective procedure for the analysis of such a large 

number of variables. The preliminary analysis of the data was performed by Peterson (1995), 

who also performed the survey. The factor analysis was an important step as it sorted the 

variables into categories and made the interpretation of the cluster analysis clearer, 

particularly regarding the moderate planning clusters. Likewise the cluster analysis was found 

to be appropriate because it allows for a more meaningful and categorical analysis of the 

firms’ behaviors. 

 

The 2012 Survey 

To assess the industry’s characteristics in present time a new survey was conducted during 

the summer of 2012. 

Following extensive literature review about the current strategic management practices and 

the existing studies that approached similar and related hypotheses, as well as a review of the 

baseline survey that allowed the identification of key points of interest, a new survey was 
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constructed. It was purposively designed to allow the comparison with findings of the 1992 

survey.  A draft version of the survey was presented to the industry and the feedback from 

that presentation was then used to incorporate additional areas of interest and to revise 

important aspects of the questionnaire. 

After obtaining approval from the MSU Human Research Protection Program Institutional 

Review Board, a pre-test was conducted with industry experts, which lead to a new revision 

of the survey that considered the feedback supplied. The final version was structured to 

consist of five parts: 1) Industry characteristics; 2) Firm characteristics; 3) Organizational 

performance; 4) Firm strategy and planning; 5) Company demographic information. A copy 

of this survey can be seen in Appendix B.  

This survey was conducted online via the SurveyMonkey® web platform 

(www.surveymonkey.com). An email with a link to this web survey was sent to the target 

population in mid-July 2012. The target population represented managers and owners of 

agribusiness firms. In addition, a consent letter and a letter of support from the MABA 

leadership accompanied the survey request; a reminder email was also sent to the target 

population after two weeks. In total the survey was open for four weeks. Responses to the 

survey were received from 60 unique agribusiness firms, representing a 75% response rate 

from the target population.  

The MABA’s membership represents approximately 95% of the agribusiness industry at the 

state level, according to its upper-level management. The criteria for acceptance in the 

association are based on being actively part of the industry, or having a mutual interest in the 

industry even though not being commercially involved in agribusiness. Also, annual dues are 

charged at a progressive rate according to firms’ annual revenue, in a way such that smaller 

firms do not find difficulties in access.   
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Following a methodology similar to the one used for the 1992 data, when it comes to 

statistical analysis, the treatment given to the data used descriptive statistics supported by t-

tests and chi-square tests for independence, when appropriate. Also, a cluster analysis was 

used to determine distinct strategic groups of firms with similar behavior in terms of planning 

activities used. 

The statistical analysis performed on both data sets was divided in two parts. The study of the 

changes in demographics and strategic choices over the past two decades used a descriptive 

analysis. The second part of the analysis examines the relationships between strategic 

management choices and performance. Correlations between performance and selected firm 

variables are calculated for each study year. This allows the analysis to focus on the 

comparison of agribusiness characteristics and practices in the two time periods rather than 

on best management practices overall. Hypothesis testing1 was then conducted to test for 

independence using a chi-square test. In order to measure performance in this series of tests 

two variables were used: pretax profit and satisfaction with performance.  The five 

relationships tested were the following: 

R1: The level of strategic planning used by the firm is positively correlated with performance. 

Firms located in the higher planning clusters were expected to show higher levels of 

performance as they are expected be able to create competitive advantage over other players 

in the market by incorporating strategic management practices in their business. This would 

be consistent with the strategy literature as strategic planning is the process through which 

firms can organize their system of activities in a reinforcing way, based on the core 

competencies of the firm, thus optimizing their performance by creating sustainable 

competitive advantage (Porter, 1985).  Also, these expectations were supported by the 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1 Given the small sample size and missing data in the responses, regression analysis is not 
appropriate. 
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findings of previous studies such as Baker and Leidecker (2001) or Andersen (2000), where 

positive correlations between strategic planning and performance were found. 

R2: More diversified product/service and geographic scope is correlated with performance. 

Strategic scope may be positively or negatively correlated with performance. A positive sign 

could reflect that agribusiness forms realize gains from enhancing economies of scope, 

created by higher product diversity and/or a wider geographical customer base. On the other 

hand, a negative relationship may be associated with poor integration of a broad scope of 

ventures; or in other words, a poor strategic fit of the firm’s activities (Porter, 1996). 

R3: Higher levels of vertical coordination (VC) are positively correlated with performance. 

Based on the literature that shows a trend toward supply chain alignments (Boehlje, 1999, 

2011) an agribusiness firm’s positioning along the VC continuum is expected to be positively 

correlated with performance. This expectation is based on the assumption that a higher level 

of vertical coordination would result in economies of general and administrative, other 

selling, advertizing and R&D expenditures, like the ones found by D’Aveni and Ravenscraft 

(1994). These authors also found that there where bureaucracy cost that arose from VC but 

were outweighed by its benefits.  

R4: Higher capabilities in marketing operations are positively correlated with performance. 

The 2012 survey collected data about these operations that allowed testing whether or not 

these capabilities are determinant to the firms’ performance, as is supported by studies like 

the one by Morgan et al. (2009), which find marketing orientation and marketing capabilities 

to contribute to a superior performance. According to these authors, firms with superior MO 

achieve higher performance because they have a greater understanding of the customers’ 

wants and needs, of the competitors’ capabilities and strategies, the channel requirements and 

developments, and the broader market environment than their rivals. Marketing capabilities 
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of the firm are viewed as important market-relating mechanisms that allow obtaining this 

understanding.  

R5: Demographic characteristics of the firm are correlated with performance. The idea that 

firms could be subject to certain requirements in terms of minimum efficiency scale could 

justify a positive relationship between demographic variables, like sales or total assets, and 

performance. Nevertheless there could be the need for a lower capital-labor ratio. This could 

justify a negative correlation between the number of employees and performance, or even a 

positive relationship between debt-to-asset ratio and performance. Testing for the existence of 

these relationships between demographic characteristics of the firm and performance can help 

shed light into these questions.  
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Economic environment in the two surveyed years 

As could be expected the agribusiness industry and the US economy have witnessed 

important changes in the past 20 years. The US Gross Domestic Product (GDP) changed 

from 8.28 billion dollars in 1992 to 53.19 billion in 2011. Interestingly, the percentage of the 

GDP represented by the added value of agriculture did not change very much. According to 

the World Bank (2012), it was 2% in 1992, while for the past five years it has been at 1%.  

Interest rate have strongly decreased in the same period, as LIBOR rates at 12 month maturity 

have changed from 4.248% in 1992 to 0.862% in the present day. The stock market has also 

seen some important changes. An example is the Standard & Poor’s 500 index, which grew 

strongly from 435.71 in December 31st, 1992 to 1379.85 in November 9th, 2012. 

Interestingly, the exchange rates between the dollar and the British pound do not have a very 

strong difference at these two points in time. In 1992, the average value of one dollar was 

£0.57, while in the first 11 months of the current year this value was of £0.632.  

The unemployment situation has also suffered some variation. According to the Bureau of 

Labor Statistics (2012), the average unemployment in 1992 was 7.5%, while in 2011 this 

value was 8.9%. The same source shows how in the State of Michigan, comparing the last 

data available for 2012, the month of September, to September 1992, the unemployment rate 

has also increased from 8.9% to 9.3%. 

Turning now to the agribusiness industry itself, significant changes have also been in play 

between these two years. Prices are much higher today than they were 20 years ago, as shows 

the Commodity Price Index. This index considers 2005 as the baseline year and the price 

level of 100, and registers 1992 at a 54.83 level of commodity prices, while the value for 

2012 is 187.19. In accordance to these values the prices of corn, soybeans and milk have 

changed from $2.3/bu, $5.61/bu and $9.71/cwt respectively in 1992 to $6.37/bu, $13.9/bu 
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and $16.7/cwt in 2012. Some more of changes in the agriculture industry, in terms of 

expenses and areas, can be found in Appendix C, where several variables are presented both 

for the US and Michigan, when possible. These changes in the characteristics of agriculture 

production greatly influenced the whole agribusiness sector. 

There were also other important changes in terms of agriculture practices and technology that 

influenced the agribusiness industry. According to the USDA’s Economic Research Service 

(ERS), in 1992 around 3% of pork operations were organized under production contracts. 

Nowadays, the situation is very different. In 2004 that percentage was over two thirds (ERS, 

2007). This new industry structure was likely to introduce important changes upstream and 

downstream of the farm in the pork supply chain.  

Another example of important changes in practices and technology that is likely to have 

directly influenced agribusinesses in these past years was the introduction of GMO seed for 

the main crops. In 1992 the technology was inexistent at a commercial scale. However, 

according to the ERS, in 2000 the percentage of total area planted for corn that used GMO 

seeds was 25%, while Cotton and soybeans were at 61% and 54% respectively. Today, these 

percentages are 88%, 94% and 93%, in the same order (ERS, 2012). These important changes 

had strong repercussions in the entire supply chain, both upstream and downstream of the 

farm and are consistent with the observations of Boehlje (1999) in what he called the 

“biological manufacturing” changes in the agribusiness industry. 
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Industry strategic analysis 

In this vast industry the concentration levels vary from segment to segment. In most 

segments, like seed, fertilizer, commodity trade and pesticides, a small number of firms have 

control over an important part of the market. In these cases the top three companies in each 

segment represent a market share that ranges from about three quarters of the market in the 

seed segment (Freedonia Focus, 2012) to close to a third in the pesticide segment 

(IBISWorld, 2012). Despite this high concentration in most segments, the crop service 

segment is characterized by high fragmentation and the presence of many small firms 

(IBISWorld, 2011).  

The secondary data available in sources like the Data Monitor, IBISWorld and Freedonia 

Focus, show that the industry has based its significant growth in revenue on very strong 

research and development of core competencies, that originated very specialized products, 

many times proprietary, and created monopoly rents and other advantages in several 

situations. 

The industry shows a moderate level of profitability, with some variability among segments. 

While most segments show profit margins between 6.6% and 14%, there are some areas with 

higher returns, like farm machinery (IBISWorld, 2012) and seed (Freedonia Focus, 2012). In 

terms of productivity, the industry has shown high performance, with consistent growth in the 

past five years averaging 2% to 3.5% in most segments (IBISWorld, 2011, 2012 and 

DataMonitor, 2012).  The main driver of this productivity growth has been the specialization 

in value added products for the farming and food processing industries (Freedonia Focus, 

2012). Customer satisfaction is evaluated as very high, sustained by a growing ability to tailor 

products to the customer, creating a high perceived value (IBISWorld, 2011 and Freedonia 

Focus, 2012). Finally competitiveness is also strong in the industry. The US industry is 
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strongly resisting pressure from external competition and has been able to devise strategies 

that protect it from importation of substitutes (IBISWorld, 2012). 

Figure 1 – US Agribusiness industry performance assessment 

  
  

Figure 1 shows the summary of the industry’s performance analysis. The figure shows an 

industry that performs well and has found efficient ways to compensate for the low profit 

margins shown by some of its main segments. When evaluating the graph in this figure one 

must keep in mind the variety and range of the industry to understand that the lower 

profitability firms may have means to effectively service their stakeholders, by growing 

through diversification and expansion of the business. 

Michael Porter’s Five Forces Framework divides the external factors that influence the firms 

in a certain industry into five categories: Rivalry among competing firms, Threat of new 

entrants, Threat of substitute products, Bargaining power of suppliers and Bargaining power 

of buyers. According to the author, the collective strength of these five forces determines the 

ability a firm has to earn, on average, rates of return on investment in excess of the cost of 

capital (Porter, 1985). Figure 2 shows the relative strengths of these forces.  
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     Figure 2 – Porter’s Five Force analysis for the US Agribusiness Industry 

 

The industry is characterized by strong rivalry, with active use of price as a competitive tool 

in some segments (IBISWorld, 2012), while in others firms decided to diversify among 

segments and create brand specific complements (Freedonia Focus, 2012). Threats of new 

entrants and subsitutes are considered to be low because of heavy cost structures, economies 

of scale (IBISWorld, 2011) and the difficulty to substitute most of the products in this 

industry due to their nature. The bargaining power of suppliers and buyers is seen as 

moderate. The customers’ low change costs are balanced by the effort put into customer 

satisfaction seen before. Similarly, the fact that most of the raw materials are supplied by a 

restrict number of firms (IBISWorld, 2012) is compensated by the fact that most of these 

products are commodities and most suppliers compete on price.  

Besides analyzing the main external influences at a certain point in time, the change forces or 

market drivers that have the potential to influence the industry must also be considered. In the 

case of the Agribusiness industry there are several such factors that influence the entire 

industry: 

• Increase in demand for Agriculture products. The increases in population and available 

income in developing countries have created a higher demand for food and other 
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agriculture products and are expected to continue this trend. Consequently, this 

generates a greater demand in agriculture input products and services, in volume in 

some cases but mainly in value. 

• Increase in food prices. The FAO food price index, that considers the period of 2002-

2004 as the weighting factor, registered a value of 213 in July of 2012, meaning that 

prices have more than doubled since the reference period (FAO, 2012). This index is 

expected to continue increasing until 2017 (IBISWorld, 2012). Together with the 

increase in demand, this increase in prices will determine an Aggregate Farm Income 

growth that will support a sustainable growth in the demand for the products and 

services the industry provides. 

• The biofuel market. Specifically the bioethanol market in the US will also be a source 

of increased demand.  The demand for biofuel is expected to increase about 8.5% per 

year until 2014 and reach a 49 million metric ton consumption. This expectation is 

supported by the EISA legislation that mandates that, by 2014, a minimum of 46.9 

million metric tons is incorporated in the nation’s automobile fuel supply. Second 

generation biofuels are also considered in the same legislation and could open 

important markets for the industry as there are specific mandates in terms of cellulosic 

biofuels, which would greatly impact demand for several segments of agribusiness. 

• Consumer concerns towards Health and the Environment. The US consumers are 

increasingly demanding products that are simultaneously healthier and more 

environmentally responsible.  Organic and Integrated pest management techniques are 

becoming more available and more demanded, and these production systems involve 

non GMO seeds, a very controlled fertilizer use and the replacement of most pesticides 

for natural pest management. The compound annual growth rate of the Organic food 

market between 2006 and 2010 was of 11.6%, with the fruit and vegetable segment 
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representing 38% of the market’s overall value (DataMonitor360, 2011). Although 

forecasted to grow slower in the following years, this trend can have a very dramatic 

impact on the inputs demanded and the techniques employed.  

• Regulatory environment. The seed segment has found its main revenue gains in the last 

years in R&D breakthroughs in the GMO field. Supporting this trend, the US regulatory 

environment is favorable to GMOs but with the commodity trade becoming more and 

more global the attitudes towards GMOs in Europe, traditionally resistant to this 

technology, and in the developing countries will be an important factor to consider both 

in the seed and the commodity trading businesses. Also, several governmental agencies, 

like the FDA, the EPA and the USDA, are responsible for continuously monitoring and 

controlling the substances used in agriculture, which could introduce important changes 

in the agribusiness context. 

• Price sensitivity of final consumers. The percentage of the USDA recommended diet 

that an average American consumes has decreased 0.81% from 2006 to 2011 and is 

again expected to drop on average by 1.44% until 2016 (IBISWorld, 2011). These 

numbers reflect the very strong influence that price has in consumer preferences for 

food. Not necessarily meaning that the healthy eating trend is over or unimportant, 

these numbers might show that the two parallel trends can coexist in the coming years.  

• Supply chain governance. The trend of supply chain alignment seen in the industry 

leads to difficulties in establishing sustainable risk and reward sharing arrangements. 

This commonly leads to situations where a chain leader emerges, a firm that can shape 

the rule by which the supply chain acts (Boehlje, 2011). 

•  Talent availability. The shortage of talent has been a rising issue for the industry. 

Causes like social and economic factors that make relocating more difficult, an aging 

population in developed countries and a disconnect between the needs of the 
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agribusiness labor market and the output of universities are pointed out as the main 

causes for this problem (Duerksen, 2012).  

• Climate change. Global climate change is expected to impact agricultural productivity, 

mainly by altering 𝐶𝑂!concentrations and rainfall patterns.  Although different 

atmospheric, plant science and economic models predict different outcomes, 

productivity is likely to suffer significant shifts and impacts (Adams et al, 1990). 

Kurukulasuriya and Rosenthal (2003) predict changes in land use and water regimes, 

due to climate change, that should have different impacts according to the areas of the 

globe. Changes in distribution of available land for production, particularly in colder 

climates, and variability in productivity could greatly influence the future of the 

agribusiness industry. 

 

Based on the Five Force Framework and these main market drivers, and knowing the 

industry’s strong performance that was analyzed previously, each firm in the industry can 

now analyze the opportunities and threats that it faces, in order to conduct its own SWOT 

analysis. In a general approach to the entire industry, this report finds that the main 

opportunities come from the biofuel and the healthy food markets, and are supported by the 

increase in aggregate farm income that is expected for the US agriculture operations in the 

traditional agricultural sectors. On the other hand, the main threats to the industry’s status quo 

come from the environmental and health concerns, global trade and changes in demand and 

supply characteristics due to climate change.   
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Survey results 

As was explained previously, both surveys attempted to assess similar industry and firm 

characteristics regarding strategic choices and planning tools used. Some new questions were 

added to the 2012 survey to assess additional firm characteristics. The results that follow will 

many times be formatted as a comparison of the two surveys and the figures will show the 

two years side by side.  

 

Respondents’ Satisfaction with Performance 

Regarding the respondents’ level of satisfaction, the surveys recorded the results showed in 

figure 3. These results, assessed in a scale of 1 (very dissatisfied) to 7 (very satisfied), picture 

an industry with high levels of satisfaction, and a clear increase in satisfaction in all 

categories. Particular attention should be paid to the level of satisfaction with profit margins, 

which was around 50% in 1992 and now scored a 4.6 in our scale, corresponding to a 65.7% 

level. This is consistent with the levels of profitability reported further ahead in this section.  

       Figure 3 - Average satisfaction in performance for 1992 and 2012. 
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Still regarding the firms’ satisfaction levels, the survey also included a question about the 

satisfaction with the specific business operations illustrated in figure 4. Again, a clear 

increase in satisfaction when compared to the 1992 survey is evident, with seven of the nine 

operations performing at an above 5 level in our scale, on average.  Together the two figures 

paint the picture of a successful industry that has improved its performance in the past 20 

years. 

 Figure 4 - Average satisfaction with several business operations for 1992 and 2012  

 

A t-test of means was used to test if the changes seen in the previous figures were of 

significant nature. Two variables were tested: one representing the average satisfaction with 

the five aspects of performance shown in figure 3, and one representing the average of all 

business operations in figure 4. The results of such tests are presented in figure 5 and showed 

how the differences in satisfaction are significant. 

         Figure 5 – Two sample t-test with unequal variances for differences in mean.  

Variable mean p-value 1992 2012 

Satisfaction with performance*** 4.13 5.17 <0.01 

Satisfaction with business operations*** 4.64 5.56 <0.01 
         NOTE: ***= significantly different at 1% significance level. 
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Demographic Characteristics 

Now turning to the industry’s demographic variables, the following set of figures shows and 

compares some of the respondent firms’ characteristics in the two surveyed years. Figures 6 

to 9 show some important changes in the industry’s financial and performance characteristics. 

 Figure 6 - Average sales in previous three years for 1992 and 2012. 
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Figure 7 - Average sales in previous three years for 1992 and 2012. 
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Figure 8 - Average debt-to-asset ratio in previous three years for 1992 and 2012. 

 

Figure 9 - Average pretax profit in previous three years for 1992 and 2012. 
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Regarding profit margins, figure 9 shows a clear shift to the left in the graph, representing an 

increase in profitability over the last 20 years that is consistent with the increase in 

satisfaction with performance seen before. When comparing the two surveys, it is clear that 

the two classes above 2% pretax profit margins have substantially increased and that in 2012 

the most frequent class is no longer “2% to 5%” but “More than 5%”.  

Figure 10 represents the distribution of firms by number of employees, and, again, the 

comparison between the two surveys. In this case the industry has shifted from a situation 

where the vast majority, 71%, of firms employed 50 or less in 1992 to a current situation that 

is much more evenly distributed and where the two more represented categories are “11 to 

50” and “Over 500”. 

Figure 10 - Total number of employees for 1992 and 2012. 
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that, contrarily, the percentage of Cooperatives and Proprietorship firms have only changed 

slightly, from 15% to 12% and from 4% to 3% respectively.  

 

 

Figure 11 - Distribution of firms by type of organization for 1992 and 2012. 

  

The significance of the differences found in these two years was tested using once again a t-

test for the means of the main demographic variables. The results are presented in figure 12. 

All variables tested proved to be significantly different between the two years. 

Figure 12 – Two sample t-test with unequal variances for demographic characteristics.  

Variable   mean2 p-value 1992 2012 
Sales3*** $69 MM $282 MM <0.01 

Assets4*** $32 MM $165 MM <0.01 
DAR 23% 25% 0.61 

Profit*** 2.92% 5.63% <0.01 
Number of employees*** 152 233 <0.01 

NOTE: ***= significantly different at 1% significance level.  

 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
2Because values were assessed in categorical questions, the values presented for the means 
correspond to the average calculated using the intervals’ middle points.  
3Mean values for sales presented in real 2012 dollars. 
4 Mean values for assets presented in real 2012 dollars. 
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The 2012 survey also inquired about the type of ownership regarding whether or not the firms 

were local (Michigan owned) and whether or not they were family owned. 60% of firms 

stated to be local and 43% are family businesses. This question was not, however, part of the 

baseline survey, not allowing comparisons. 

All these data show an industry that has a high level of variability and has evolved from a 

very stylized industry in 1992, usually dominated by one category in the demographic 

characteristics presented before, to a much more varied and evenly distributed industry 

nowadays.  

To test Relationship 5, that there is a significant correlation between demographic 

characteristics of the firms and their performance level, several chi-square tests were put into 

place. This series of tests was performed for each year and the demographic variables used 

were sales, total assets, debt-to-asset ratio (DAR), number of employees and type of business 

operation. Figure 13 presents the results of these tests. 

 
 
Figure 13 – Demographic characteristics: significance of the chi-square test  
and covariance with pretax profit 

Variable 1992 2012 
Covariance p-value Covariance p-value 

Sales 0.08* 0.10 -- 0.155 
Assets 0.06* 0.051 -- 0.820 
DAR 0.32** 0.032 -- 0.251 

Employees -0.04** 0.01 -- 0.334 
Business Organization       -- 0.137 -- 0.322 

NOTE: **= significantly different at 5% significance level. *=significantly different 
at 10% significance level 
 
 

In 1992 there was a significant relationship found for four of the five variables. Sales, assets, 

DAR and number of employees seem to have been correlated with the firm’s performance at 

the time. Interestingly the signs of the correlation suggest that firms more leveraged on credit 
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and with less employees were performing better, which could suggest that the most efficient 

firms were investing in more capital intensive technology and relying less and less on labor. 

As could be expected, firms with higher sales and assets were performing better. 

In the 2012 data, however, there was no correlation found between any of the variables and 

pretax profit. Similarly there was no relationship found between satisfaction and overall 

performance for any of the variables. These findings do not support the hypothesis that 

demographic characteristics are correlated with firm performance, Relationship 5, in present 

time. In fact they seem to suggest that a wide array of characteristics is suitable for success in 

this particular industry. 

 

Expectations for the future 

Another important component of the surveys was the assessment of the respondents’ 

expectations towards the future. The two available data sets allow for an interesting 

comparison of what the firms foresaw in their future at those two points in time. Figure 14 

shows the first of the questions about expectations, in this case the expectations about the 

financial performance for the following five years.  
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Figure 14 - Financial expectations for 1992 and 2012.  
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where 97% of respondents stated that they were either optimistic or very optimistic about 

their organization’s ability to perform well over the following five years.  

The other measurement of firms’ expectations used in the surveys was a question regarding 

the expected likelihood of engaging in several business actions in the following five years. 

The results are presented in three graphs, dividing the actions in growth related, performance 

improvement related and defensive type business actions. This categorization of the business 

actions was done according to Peterson’s change grid framework (Strategic Analysis 

Workbook, unpublished) for strategic analysis of firms.  Figure 15 shows these results. 

Figure 15 - Average likelihood of occurrence of several business actions for 1992 and 2012. 
Scale: 1(highly unlikely) – 7 (highly likely).5 

 
 
 
 
 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
5 Business actions assessed in question 29 of the 2012 survey. For the complete wording of 
each topic please refer to Appendix B 
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Figure 15 (Continued) - Average likelihood of occurrence of several business actions for 
1992 and 2012. Scale: 1(highly unlikely) – 7 (highly likely). 
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the growth related and the performance improvement related actions were seen as more likely 

than twenty years before. The exceptions being “develop value-added products”, “expand 

product line” and “increase sales to part time farmers and other non-traditional farmers”.  

For both aspects of the firm’s expectations shown in the previous figures t-tests were used to, 

once again, try to understand whether or not the changes found among the surveys were 

significant.  

Figure 16 – Two sample t-test with unequal variances for differences in  
financial expectations in 1992 and 2012.  

Expectation Variable mean p-value 1992 2012 
Sales 3.86 4.05 0.154 

Market share 3.78 3.83 0.692 
Profit*** 3.55 3.90 <0.01 

Total Assets** 3.62 3.92 0.05 
Total Debt 2.70 2.95 0.124 

NOTE: **= significantly different at 5% level. ***=significantly different  
at 1% level.    

 

Figure 16 shows how, in terms of financial expectation only the increase in expected profit 

and total assets for the following five years were significant. Similarly in terms of the 

likelihood of occurrence of the several business actions shown in figure 15, only the decrease 

in likelihood of defensive actions was significant, as figure 17 shows. In the case of the latter 

figure, for each type of action the test was performed using an index consisting of the average 

of all activities. 

Figure 17 – Two sample t-test with unequal variance of the likelihood of  
occurrence of three types of business actions. 

Variable mean p-value 1992 2012 
Growth actions index 4.47 4.68 0.236 

Efficiency improving actions index 4.65 4.92 0.226 

Defensive actions index*** 2.93 2.14 <0.01 
 NOTE: ***= significantly different at 1% significance level 
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Industry and Firm level Challenges 

Besides the expectations the industry participants had for the following years, the 2012 

survey also included two questions that assessed what firms believed to be the most 

significant challenges they faced at the industry level and at the firm level. This question was 

not present in the 1992 survey and therefore the results are only with respect to 2012.  

Figures 18 and 19 show the results for these two questions. The challenges on both questions 

were ranked according to total count of times they were mentioned and to a second count, 

this time weighting each time they were mentioned by the rank the respondent attributed to 

each challenge. In order to do this, the weight of 3 was attributed to challenges chosen as 

most significant challenge, the weight of 2 to challenges ranked 2nd most significant and the 

weight of 1 to challenges chosen as 3rd most significant. 

Figure 18 - Ranking of challenges for the industry according to significance.             N=52 
Challenge Total Count Weighted Total Count Rank 

Regulations from Government 40 87 1 
Talent and Competency Availability 33 68 2 

Technological Change 24 51 3 
Advocacy and Public Relations 21 47 4 
Infrastructures - Transportation 20 39 5 

Marketing and technical Knowledge 
Sources 19 38 6 

End-Consumer Preferences 19 33 7 
Regulations from supply Chain 

Partners 16 31 8 

Globalization and International 
Trade 14 29 9 

Climate Change 13 26 10 
Infrastructures - Utilities 13 26 10 

Infrastructures - Communications 12 22 12 
 

The respondents stated that the most important challenges faced at the industry level were 

regulations from the government, talent and competency availability and technological 
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change. On the other end of the ranking, the three least significant challenges identified were 

communications and utilities infrastructures and climate change. These numbers characterize 

how the respondents observe the industry and can provide some interesting comparisons with 

the strategic external analysis presented before.  

Figure 19 - Ranking of challenges faced by the firm according to significance.             N=41 
Challenge Total Count Weighted Total Count Rank 

Competition 27 61 1 
Human Resources 26 49 2 
Firm Succession 18 39 3 

Sales 18 35 4 
Supply Chain Management 16 31 5 

Operations 15 32 6 
Marketing 15 31 7 

Business Strategy 14 35 8 
Finance 12 20 9 

 

At the firm level, the challenges identified as most significant were competition, human 

resources and firm succession. It is interesting to notice that finance, business strategy and 

marketing were at the bottom of the chart, suggesting the respondents didn’t foresee many 

difficulties in these areas, which are significantly important for growth. This is consistent 

with the expectations of growth that were described in previous figures. However the sales 

rank at number four in this list, which does not seem to be consistent with figure 14 that 

shows that around 80% of the respondents expect high increases in sales over the next five 

years. 

 

Strategic Management Practices 

Looking now to the strategic choices made by firms in the industry, the first aspect the survey 

points out is whether or not the respondents use a set of planning activities in their strategic 
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management process. The questions used listed a set of planning activities and asked 

participants to identify which ones were used in their organization. 

Factor analysis was performed on both surveys’ data sets and allowed the identification of 

four categories of planning: Short-range planning, goal setting and review, long-range 

planning and strategic analysis.  

The 1992 survey included 25 activities instead of the 2012’s 13. However, the design of the 

2012 survey was such that a simple manipulation of the baseline data would convert it to 

parameters comparable to the 2012 format.  

The table in figure 20 shows, for both years, the frequency of usage of each activity under the 

three possible answers in the survey: “Yes, formally”, “Yes, Informally” and “No”. The 1992 

variables are presented after harmonization with the 2012 format.  

 Figure 20 - Usage of each planning tool for 1992 and 2012.6  
Usage of planning activities in the two surveyed years 

Activity Factor 
NO Yes, 

Informally 
Yes, 

Formally 
1992 2012 1992 2012 1992 2012 

An annual operating and/or 
capital budget including sales 
and/or cash flow projections 

Short-Range 
Planning 

factor 
10% 6% 28% 24% 62% 71% 

Mission Statement or 
Statement of specific business 

objectives 
Goals 

Setting and 
Review 
factor 

16% 3% 42% 21% 42% 76% 

An environmental 
management plan 24% 12% 20% 18% 56% 71% 

A food safety and/or 
sustainability management 

plan 
N/A 18% N/A 6% N/A 76% 

Inclusion of non-management 
personnel in planning process 18% 24% 59% 45% 23% 30% 

  
 
 
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
6 The definitions given for each type of usage was provided in the surveys. Please refer to 
question 7 in the 1992 survey (Appendix A) and question 46 in the 2012 survey (Appendix B) 
for these explanations.  
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  Figure 20 (Continued) - Usage of each planning tool for 1992 and 2012 
Usage of planning activities in the two surveyed years 

Activity Factor 
NO Yes, 

Informally 
Yes, 

Formally 
1992 2012 1992 2012 1992 2012 

A 3 to 5 year general business 
plan to guide operations 

including a facilities plan, 
personnel plan and/or a 

financial plan 

Long-Range 
Planning 

Factor 
15% 12% 44% 32% 41% 56% 

A management succession 
plan  N/A 9% N/A 59% N/A 32% 

A personnel management plan 

Strategic 
Analysis 
Factor 

39% 12% 45% 50% 17% 38% 
Review internal strengths and 

weaknesses 25% 9% 52% 41% 23% 50% 

Review opportunities/threats  26% 12% 55% 47% 20% 41% 
Analysis of competitors' 
strengths and weaknesses 24% 18% 58% 56% 18% 26% 

An analysis of business 
conditions including trade area 

information, legal and 
regulatory changes, 

and/or industry trends 

12% 12% 60% 53% 28% 35% 

An annual analysis of firm 
performance by department, 

product line, and/or employee 
performance 

7% 9% 39% 21% 54% 71% 

  NOTE: 1992: N= 192 to 199; 2012: N= 33 to 34. 

The variation of answers shown in the table in figure 20 depicts important changes in the 

usage of the designated planning tools. For all activities, the frequency of “Yes, Formally” 

answers has increased from 1992 to 2012, with significantly different mean. Also, the “No” 

answer is less frequent in all items except for the analysis of business conditions and external 

environment to the firm and the annual analysis of the firm performance, the two bottom 

activities in the figure. On average, the non-use of these activities was also significantly 

different between the two years.  The results of the t-tests used to find these significant 

differences are presented in figure 21. 
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 Figure 21 - results of the t-test for significant differences of means  
        between the 1992 and the 2012 samples.  

Variable Means p-value 

 1992 2012  
“Yes, formally”** 35% 52% 0.04 

“Yes, informally” 46% 37% 0.15 
“No”** 20% 12% 0.03 

         NOTE: **= significantly different at 5% level.        
 
 
This is a very strong shift towards a higher usage of the planning activities listed that, 

considering the higher levels of satisfaction and financial performance the industry showed in 

2012 relative to those of 1992. These findings seem to be consistent with the existence of 

Relationship 1, presented before, as well as studies by Andersen (2000) and Capon et al. 

(1994), which find positive relationships between strategic planning and performance. 

Testing the original variables in the baseline survey individually for correlation with pretax 

profit yielded the results in figure 22. Because only eight of the 25 variables were found to be 

significantly correlated with performance, these tests by themselves fail to supply strong 

support to the hypothesis that strategic planning is positively correlated with performance.  
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   Figure 22 – 1992 variables correlated with profitability: significance of chi-square test  
   and covariance with pretax profit.  

Variable Covariance  p-value  
A mission statement -- 0.96 

Statement of Specific business objectives 0.13** 0.04 
A 3 to 5 year general plan to guide operations -- 0.44 

A 3 to 5 year facilities plan 0.03* 0.07 
A 3 to 5 years personnel plan -- 0.80 
A 3 to 5 years financial plan -- 0.57 
An annual operating budget -- 0.46 

An annual capital budget -- 0.37 
Monthly cash flow projections for the coming year -- 0.25 

An annual sales plan 0.07*** <0.01 
An annual plan for the use and maintain of facilities -- 0.77 

An annual plan for personnel replacements and promotions -- 0.21 
An annual budget for each department -- 0.74 

A review of internal strengths and weaknesses 0.17** 0.05 
A review of opportunities and threats from outside of the 

firm  -- 0.50 

An analysis of competitors' strengths and weaknesses 0.03** 0.04 
An analysis of trade area data to evaluate market potential -- 0.81 
An analysis of business conditions at local or state levels -- 0.22 

Analysis of industry trends 0.08*** <0.01 
An annual analysis of each department’s performance -- 0.86 
An annual analysis of each product line’s performance -- 0.30 
An annual evaluation of each employee’s performance 0.18* 0.06 

An environmental disaster plan -- 0.13 
Input from non-management employees in planning 0.01* 0.09 

A wage and salary plan -- 0.36 
NOTE: *=10% significance level. **= 5% significance level. ***=1% significance level. 

 
 

In his analysis of the data, Peterson (1995) used question 8 of the survey to reanalyze this 

relationship between performance and planning activities, this time considering only the 

observations where firms were satisfied with the activities, i.e., only for the firms that saw no 

need for change regarding the activity. By doing this, he was able to establish that for another 

planning activity there was a significant correlation with pretax profit in these cases. This was 

the case of the annual analysis of each product line’s performance, which showed p-values 

for the chi-square test of 0.002.  
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Using the same methodology for the 2012 data, only the two tools, as shown in figure 23 

proved to be significantly correlated with pretax profit.   

  Figure 23 – 2012 planning activity variables correlated with pretax profit.  
Planning activities correlated with profit Covariance p-value 

Mission Statement or Statement of specific business 
objectives 0.15** 0.03 

A 3 to five year general business plan to guide operations 
including a facilities plan, personnel plan and/or financial 

plan 
-- 0.10 

An annual operating and/or capital budget including sales 
and/or cash flow projections -- 0.98 

A review of its internal strengths and weaknesses -- 0.73 
A review of opportunities and threats from outside the firm -- 0.35 

An analysis if competitors’ strengths and weaknesses -- 0.10 
An analysis of business conditions including trade area 

information, legal and regulatory changes, 
and/or industry trends 

0.21** 0.01 

An analysis of firm performance by department, product 
line, and/or employee performance -- 0.64 

A food safety and sustainability management plan -- 0.35 
An environmental management plan -- 0.12 

A management succession plan -- 0.20 
Non-management personnel included in the planning 

process  -- 0.50 

  NOTE: **=5% significance level. 
 

Similarly to that what was done with the data for the 1992 survey, the chi-square test was 

performed again, this time considering only the cases of respondents that were satisfied with 

their current use of the planning activity, i.e., that answered “No Change” in the following 

question. This allowed to identify two more variables that showed a positive correlation with 

profitability, as figure 24 shows. 
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Figure 24 – 2012 planning activity variables that are correlated with pretax profit when only 
considering data from satisfied firms.  

Planning activities correlated with profit Covariance p-value 

A 3 to 5 year general business plan to guide operations including a 
facilities plan, personnel plan and/or a financial plan 0.18* 0.09 

An annual analysis of firm performance by department, product 
line, and/or employee performance 0.16** 0.04 

NOTE: *=10% significance level. **=5% significance level. 
 

The same procedure was used to test the planning tool variables for correlation with overall 

performance satisfaction. As figure 25 presents, the results of this latter set of tests identify 

four variables that are positively correlated with the satisfaction with overall performance. 

Interestingly, three of these variables coincide with the ones identified earlier, in figures 23 

and 24, providing more robustness to those results. 

Figure 25 – 2012 planning activities correlated with overall satisfaction with performance.   
Planning activities correlated with performance satisfaction Covariance        p-value 

Mission Statement or Statement of specific business objectives 0.26*** <0.01 

A 3 to five year general business plan to guide operations 
including a facilities plan, personnel plan and/or financial plan -- 0.46 

An annual operating and/or capital budget including sales 
and/or cash flow projections 0.27* 0.07 

A review of its internal strengths and weaknesses -- 0.42 
A review of opportunities and threats from outside the firm -- 0.30 

An analysis if competitors’ strengths and weaknesses -- 0.15 
An analysis of business conditions including trade area 

information, legal and regulatory changes, 
and/or industry trends 

0.12** 0.05 

An analysis of firm performance by department, product line, 
and/or employee performance 0.32** 0.014 

A food safety and sustainability management plan -- 0.175 
An environmental management plan -- 0.156 

A management succession plan -- 0.746 

Non-management personnel included in the planning process  -- 0.701 

NOTE: *= 10% significance level. **= 5% significance level. ***= 1% significance level 
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One of the main results of this series of tests for the two data sets is the presence of 

significant correlation for three variables throughout both the surveys.  

Turning now to a more holistic approach of the firms’ attitudes towards strategic planning a 

cluster analysis was performed, similarly to what had been done in the original data analysis 

of the baseline survey (Peterson, 1995). After eliminating missing data and outliers, four 

significant clusters were identified, segmenting firms as high planners, long-term moderate 

planners, short-term moderate planners and low planners. Typically high planners were using 

most of the planning tools and mainly in a formal way, while low planners were not using 

most of the activities. The moderate planners had an intermediary level of usage for the 

planning activities and either showed a tendency towards high usage of the 3 to 5 year 

horizon tools (long-term planners) or not (short-term planners). This classification in clusters 

was performed for both data sets, yielding the results in figure 26. 

       
       Figure 26 – Cluster analysis results for 1992 and 2012. 
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Regarding the 1992 data, this distribution of firms by clusters was found not to be correlated 

with pretax profit, thus not supporting the hypothesis of strategic planning and performance 

being correlated.  

Similarly no correlation was found between planning and pretax profit in 2012. However, the 

2012 distribution in clusters of strategic planning behavior proved to be correlated with 

satisfaction with performance, presenting a p-value of 0.033 and a covariance of 0.4839. This 

is an important result as it establishes a significant and positive correlation between the level 

of strategic planning in the firm and it’s satisfaction with performance in this particular 

industry, supporting the existence of Relationship 1. 

Figure 26 also shows the shift toward higher levels of strategic planning the industry has 

gone through between 1992 and 2012, a trend already visible in figure 20. 

Regarding the strategic choice of the firms’ geographical scope, two separate variables were 

designed to describe the radius of client location, separating input products and services from 

commodities, in the case of the 2012 data. When it comes to the baseline data such detailed 

information was not collected only allowing for one variable that describes the general area 

served by the organization. Still regarding the 2012 data, a binomial variable was also created 

for inputs and for commodities, describing whether or not the majority of customers were 

located within a 30 miles radius. The results of the chi-square tests for correlation with pretax 

profit can be found in figure 27. 

Figure 27 - chi-square test for correlation between geographical scope and pretax profit.  
  1992 2012 

Variables Covariance p-value Covariance p-value 
Radius of customers -0.31*** <0.01 -- -- 

Radius for inputs -- -- -- 0.627 
Radius for commodities -- -- -- 0.537 

Majority of inputs within 30 mi -- -- -- 0.516 
Majority of commodities within 30 mi -- -- -- 0.578 

 NOTE: ***= 1% significance level. 
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Strategic scope seemed to be correlated with performance in 1992. However, none of the 

variables showed to be correlated with pretax profit in 2012. The 2012 variables were also 

tested for correlation with the overall satisfaction level of the companies showing no 

correlation either. 

To test the importance of product and service scope in the firms’ performance two variables 

were developed, one that counted the number of input products and services the firms offered 

and another one that counted the number of different commodities marketed. The results 

pertaining to both surveyed years can be found in figure 28.  

  Figure 28 - chi-square test for correlation between product scope and pretax profit. 

  NOTE: *= significant at 10% level.         
 

Only the 1992 variable for the scope of commodities traded showed the presence of a 

relationship with profit, and this was at a 10% significance level. Furthermore, none of the 

2012 variables was found to be correlated with performance satisfaction.  

There are some evidences of the importance of strategic scope choices in the 1992 data. 

However they vanish in the 2012 survey, suggesting the industry has evolved to a situation 

where these are no longer determinant factors, in the present day. Overall these findings 

regarding strategic scope do not provide convincing support for the existence of Relationship 

2, which questioned whether or not strategic choices in terms of geographic and 

product/service scope were significantly influential for performance. 

Appendix D shows the distribution for the firms’ product scopes, as well as geographical 

scopes, in both years. 

 1992 2012 
Variable Covariance p-value Covariance p-value 

Input products and services -- 0.944 -- 0.547 

Commodities 0.38* 0.06 -- 0.253 
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The survey also asked respondents to describe their portfolio in terms of the percentage of 

products and services that were managed according to several strategic objectives or mission 

strategies. The results of this question were intended to be descriptive of the distribution of 

different stages of the product life cycle found in the industry. Figure 32 uses two variables 

that were developed based on this question. The first counts the frequency of major strategic 

mission, i.e. the option that represented a higher proportion in the firm’s portfolio. The 

second variable is the average percentage of each type of strategic mission in the portfolios.  

As the figure shows, both the variables characterize an industry that is, once again, much 

focused in growth. 81% of firms had the majority of their sales originating in products and 

services managed in a Build or Hold type strategy, and these same two strategic objectives 

represented about 79% of the firms’ overall products, on average.  This figure describes an 

industry that sees most of its products as still in the growth stage of the product life cycle, not 

yet as mature products. This could be the result of the industry’s continuous focus on 

adapting and tailoring to customer needs, described previously. 

Figure 32 - Frequency of firms’ major strategic objective and average percentage of each 
strategic objective. 7 

 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
7 Question 22 in the 2012 survey presented, for each one of the mission strategies or 
strategic objectives, an explanation. Please refer to Appendix B for these explanations. 
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The other dimension of Strategic management assessed in the 2012 survey considered the 

vertical coordination mechanisms used by firms in their relationships with their suppliers and 

their buyers. These characteristics were not assessed in the baseline survey, thus figure 29 

describes only for the present day situation, the frequency of each of the different 

mechanisms, both in relations with suppliers and with buyers. 

Figure 29 - Usage of vertical coordination mechanisms for supplier and buyer relations. 

  
 

This aspect of firm and supply chain governance seemed to be of great interest to the industry 

and if a relationship could be established between vertical coordination strategy and 

performance, the industry would have an important guideline for this strategic decision. In 

order to do these two variables were constructed representing the firms’ maximum level of 

coordination in the vertical coordination continuum proposed by Peterson (2001). 

Representing supplier and buyer relations respectively, these were tested for correlation with 

the pretax profit and also overall satisfaction with performance. The results are presented in 

figure 30. 

 

 

71%	  

40%	  

77%	  

11%	  

40%	  

11%	  

71%	  
56%	  

71%	  

3%	  
24%	  

6%	  
0%	  
20%	  
40%	  
60%	  
80%	  

100%	  

Open	  (Spot)	  
Markets	  

Handshake	  
Agreements	  

SpecificaEon	  
Contracts	  

Joint	  
Ventures	  

Strategic	  
Alliances	  

VerEcal	  
IntegraEon	  

Frequency of usage by type of vertical coordination mechanism 

Supplier	  RelaEons	  (N=35)	   Buyer	  RelaEons	  (N=34)	  



52	  
	  

 
     Figure 30 - chi-square test for correlation between VC choices and performance 

 Pretax profit Satisfaction with performance 
Variable Covariance p-value Covariance p-value 

VC in supplier 
relations -- 0.493 0.36* 0.09* 

VC in buyer 
relations -- 0.719 - 0.40** 0.03 

      NOTE: **=significant at 5% significance level. *= significant at 10% significance level 

Although there were no correlations with pretax profit, the level of vertical coordination with 

suppliers showed a positive correlation with performance satisfaction and the level of 

coordination with buyers presented a negative correlation with performance satisfaction. 

These results suggest firms are better off by integrating upstream and by not doing so 

downstream.  

Because of this intriguing finding, the firms were separated into firms that had farming 

operations as their customer and firms that served customers further downstream in the 

supply chain. The chi-square tests were run again for correlation with satisfaction with 

performance, this time controlling for these two different stages of the supply chain, yielding 

the results in figure 31.  

Figure 31 - chi-square test for correlation between VC and satisfaction with performance for   
different stages of the supply chain.  

 Satisfaction with performance 
Variable Covariance p-value 

VC in upstream supplier relations 0.49*** <0.01 
VC in upstream buyer relations -- 0.16 

VC in downstream supplier relations -- 0.55 
VC in downstream buyer relations - 0.01** 0.05 

  NOTE: **=5% significance level. ***=1% significance level. 

For firms that served businesses downstream of the farm, the only existing correlation found 

was between higher vertical coordination in buyer relations and lower satisfaction with 

performance, consistent with the result presented previously. For the firms that serve 
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agriculture production, input product and service suppliers, only in supplier relations vertical 

coordination was there a correlation found. These findings seem to suggest that, for this 

particular industry, the position of the firm in the supply chain determines whether or not a 

correlation between vertical coordination and performance exists. The existence of 

Relationship 3 cannot, however, be established for the entire industry. 

 

Marketing Practices 

Finally the 2012 survey also assessed the industry’s practices in terms of marketing. This was 

done resorting to a question that asked respondents to state their satisfaction with 

organizations’ ability to perform several marketing operations. The results can be seen in 

figure 33.  

Figure 33 - Average satisfaction with ability to perform marketing operations.8 

  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
8 Marketing activities assessed in question 28 of the 2012 survey. For the complete wording 
of each topic please refer to Appendix B 
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The levels of satisfaction in the figure show that the industry is satisfied with its abilities in 

terms of marketing activities. Nevertheless these levels of satisfaction are, at an average of 

4.79, lower that the ones reported in figure 3, relative to business operations.  

Proceeding to test these variables individually for correlation with pretax profit led to identify 

five of these marketing activities where this positive correlation existed, as show in the table 

in figure 34. A sixth activity, however, showed a negative correlation.   

   Figure 34 - levels of significance and covariance for marketing activities correlated with 
   pretax profit.  

Marketing Activity Covariance p-value 
Introduce new products and/or services -- 0.54 
Meet price challenges from competitors -- 0.43 

Meet quality challenges from competitors -0.08** 0.05 
Maintain and satisfy current customers 0.06** 0.03 

Attract new customers/expand customer base -- 0.76 
Serve multiple customer segments -- 0.46 

Periodically review product/service development processes 0.13*** <0.01 
Respond to customers’ product/service needs -- 0.40 

Negotiate lower prices from suppliers 0.20** 0.02 
Promote meetings with customers to find out what 

products/services they will need in the future -- 0.61 

In-house market research -- 0.85 
Survey customers at least once a year to assess the quality 

of products/services -- 0.13 

Generate intelligence on competitors 0.09** 0.02 
Periodic review of the likely effect of changes in the 

business environment on customers -- 0.25 

Interdepartmental meetings to discuss market trends and 
developments -- 0.63 

Meetings in every department with marketing personnel 
about customers’ future needs -- 0.68 

Internal circulation of documents which provide 
information on customers -- 0.12 

Dissemination of data on customer satisfaction on all 
levels of organization 0.17*** <0.01 

   
       NOTE: **=5% significance level. ***=1% significance level. 
 
 
For all five positively correlated variables there was also a very strong correlation with 

satisfaction with performance, as is to be expected when comparing two measures of 
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satisfaction. For the ability to meet competitors’ quality challenges, the activity negatively 

correlated with profit, no significant correlation was found with satisfaction with 

performance. These results supply some support to Relationship 4, which proposes there is a 

positive correlation between marketing activity and firm performance, despite lacking 

robustness because of the facts that there is also one negatively correlated activity and that no 

relationships were found for the majority of the variables. They show that it is important to 

consider marketing operations in the management process as the ability to perform these 

activities seems to be related to profit in some instances, for this particular industry.  
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Discussion 

The results from the 2012 survey, presented previously, open the door for a comprehensive 

analysis of the industry that considers the information gathered from the previous survey and 

the strategic analysis conducted previously in this paper. This section brings into play these 

comparisons that are relevant to the research questions approached in this study. 

Challenges faced by the industry 

The strategic analysis identified consumers’ concerns about the environment and health as 

one of the main market drivers. In this sense they were expected to be found among the main 

challenges faced at the industry level. While “Advocacy and Public relations” ranks fourth, as 

could be expected, “End-consumer preferences” is surprisingly in the 2nd half of the chart, at 

number seven. This seems to suggest that the industry is more concerned about pressures 

from advocacy groups and company image regarding the environmental and health questions 

that about the actual consumer preferences. In spite of this, the average value for the 

satisfaction with ability to perform all 18 marketing related operations shown in figure 33, 

was 4.79 in a scale of 7. This relatively high level of satisfaction with marketing, combined 

with the concerns expressed above, seems to raise the questions the industry participants in 

Michigan should ask themselves: Are we really addressing consumers’ concerns or only 

making an effort to be in compliance with legal and social requirements? And are there 

opportunities that competitors do not seem to be taking and could be sources of competitive 

advantages for our organization? 

Apparently in accordance with this view that the respondents’ main concern is about social 

and legal pressures, “Regulations from Government” is at the top of list for significant 

challenges at the industry level. Considering that regulations for biofuels, environment and 
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health are very influential for the agriculture and food supply chains, the industry seems to be 

identifying these as strategic issues.  

International trade and global markets constituted another of the change forces identified. 

This change force is working to influence the industry in several ways, as it is supporting the 

increase of demand for agricultural products that is at the source of the increase in aggregate 

farm income. On the other hand the increase of global competition can introduce higher level 

of substitution and force some segments, like machinery or fertilizers, to compete on price. 

By placing this challenge as one of the least significant challenges identified the respondents 

could be stating they feel prepared to deal with these possible threats and to exploit 

opportunities. On the other hand it could be that the Michigan industry is failing to expand 

horizons and consider the important consequences this factor can have. Regarding this point, 

firms should ask: How is our business impacted by international trade and international 

markets and what are we doing to account for this factor? 

“Regulations from supply chain” is ranked in the 8th position in figure 18, which leads to 

believe that firms either are not aware of the industrial organization trends described by 

Boelhje (2011) and supported by the industry reports for the national Agribusiness industry 

used in this study, or they find it easy to manage these alignment and consolidation 

movements and do not foresee many problems. It is interesting to notice the discrepancy in 

terms of concern between regulations coming from the government and from the supply 

chain, more so in an era where supply chain governance, exerted mainly by retailers, has 

increasing importance and influence in the actions of all firms upstream both for strategic fit 

reasons (Griffith and Myers, 2004) and for legitimacy reasons (Mueller et all, 2009). 

Regarding firm level challenges, “Supply Chain Management” is also in the second half of 

the table, in figure 18, showing once again the relative ease with which firms are facing 

industrial organization matters. In this case, firms should consider the question: What are the 
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implications the requirements imposed by the supply chain could have and how can we 

organize our activities to benefit from them? 

Various forms of infrastructures were included in the list of challenges after contacts with the 

MABA, leading to believe there were several problems with transportation, utilities and 

communications in certain areas of the State, especially the Upper Peninsula. Transportation 

was the 5th main challenge identified in the question, which is representative of such 

concerns. However, utilities and communications were the two least significant challenges, 

which seems to show that the organizations are finding ways to solve these problems and do 

not consider them to be very significant to their future. 

At the firm level, the survey found “Competition” to be the most significant challenge, which 

is consistent with the findings of the five force analysis for the industry that showed rivalry to 

be a very strong.  

“Finance”, “Business Strategy”, “Marketing” and “Operations” are the four least significant 

challenges in figure 19, showing a strong sense of comfort with the management and 

operational sides of the business, consistent with the expectations of growth and the high 

levels of satisfactions shown by the respondents. 

Overall, talent, competencies and human resource management seems to be at the top of 

managers’ concerns, as these were challenges that were ranked at the top of the chart for both 

the industry and the firm levels. These findings are consistent with the talent availability 

problem identified in the strategic analysis. In fact, the most recent volume of the 

International Food and Agribusiness Management Review was greatly dedicated to the topic 

of human capital and talent. This shows how the issue is relevant for the industry. 
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Planning activities and performance  

In the past 20 years, a clear change in the use of planning tools was observed, as shown in 

figures 20. There was a clear and significant increase in the average percentage of “formally 

used” planning activities and a clear and significant decrease in the average percentage of 

“not used” activities. This finding is clearly illustrated in figure 26. Overall, Michigan 

agribusiness firms are taking a more comprehensive approach in their strategic planning 

activities.  

In 2012, five of the thirteen planning activities were found to be correlated with either 

performance or the firms’ level of satisfaction with performance. Even more interestingly, 

three of these five tools were also found to be correlated with performance in 1992, pointing 

out the importance of these activities for the success of the firms and the robustness of the 

results in the case of these three planning tools. They were: (1) Mission and objective 

statements; (2) External analysis of the industry characteristics and conditions; and (3) 

Annual operational and capital budgets and projections of sales and/or cash flows. These 

findings support the existence of Relationship 1, between strategic planning activities and 

performance. However the fact that only some of the variables were found to be significantly 

correlated seems to suggest that not all activities are a necessary condition for success, and 

this can be even more true for an industry as diverse as this one. The fact that three out of 

these five activities are significant in both the 1992 and 2012 shows and impressive 

consistency in the results and gives a higher robustness to the suggestion that this means 

these three activities are very important and influential in the success of Michigan 

agribusinesses. Given these results, the firms participating in the industry should question 

themselves: Are we using the right strategic planning tools for our specific business, 

especially are we missing any of these that seem to be determinant in my industry? 
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In a more aggregate approach to this question, the cluster analysis results showed that 

although such a relationship was not identifiable in the 1992 data, in 2012 there was a 

positive and significant correlation between performance and the level of planning 

undertaken by firms. These findings come to support our hypothesis that performance is 

positively correlated with strategy. This hypothesis has been the center of some arguments 

and disagreement in the past, as was mentioned before. The fact that such a relationship has 

been found does not contradict the view of other studies that, like Boyd (1991) have found in 

meta-analysis research that this relationship is not always present and sometimes it is even 

negative. It rather shows that for this particular industry strategic planning and firm success 

have a positive relationship. 

Together with the changes in demographics shown earlier, these results tell the story of an 

industry that has seen the usage of planning activities increase over the last 20 years and with 

it the performance and satisfaction indicators. 

 

Geographical and Product/Service strategic scope 

In 1992 geographic scope was a determinant factor for performance with firms serving more 

than 30 miles presenting significantly stronger pretax profit. In the 2012 survey there was no 

correlation between most frequent geographic location of customers or maximum radius of 

area served and performance variables. This is an important change, strategically, and could 

suggests that firms were able to address the challenges in terms of their geographical reach, 

eliminating possible competitive advantages that came from competitors’ different choices in 

this regard. 
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Product and service scope were also not correlated with profit or performance satisfaction, 

both regarding inputs and commodity trading, in either of the surveys. Thus Relationship 2, 

between strategic scope and performance, was not found for this industry.  

 

Vertical Coordination 

The level of vertical coordination appears to pend to the less coordinated en of the continuum 

proposed by Peterson (2001). Spot market and specification contracts are very common but 

joint ventures and vertical integration are only used by 11% of the respondents or less. These 

results seem to contradict the supply chain alignments described by Boelhje (1999) in 

agricultural sectors. However a closer look to the strategic alliances observations shows they 

are present in 40% of supplier relations and 24% of buyer relations, raising the question if 

this particular industry is using specification contracts and strategic alliances to align the 

distribution chains in a way that is consistent with the higher market concentration and 

competition between entire supply chains scenario presented by this author, or if there are 

other forces at play in this industry that have kept this movement from being more exuberant.  

A positive correlation was found between satisfaction with performance and higher levels of 

VC in supplier relations. However the correlation with buyer relations VC was negative. 

Separating firms into input suppliers and firms in other stages of the supply chain led to the 

determination that the negative effect of buyer relations VC in performance is only 

significant in stages of the supply chain that are located downstream of the farm. On the other 

hand, positive correlation of supplier relations VC with performance is only significant for 

farm input suppliers, upstream.  
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These intriguing findings show the need for deeper understanding of the industry’s 

characteristics regarding the linkages within the supply chain. In particular, a greater 

understanding of the role of market structure and the relative bargaining power of supply 

chain partners may assist in explaining differences in performance satisfaction related to VC 

decisions at various stages of the supply chain. For example, the buyers of downstream firms 

are typically wholesalers and retailers who generally have significant market power. 

Surveyed firms in these stages of the supply chain were less satisfied with performance when 

they were more integrated with their buyers. A similar argument could also be presented for 

the positive correlation with satisfaction with performance shown by upstream (of the farm) 

firms in their supplier relations. These suppliers are typically traders of raw materials and 

agricultural products, which are by nature commoditized and present low to medium 

switching costs and therefore these firms may tend to have relatively less market power. 

Also, interesting to note is that the two situations where no significant effect is found are 

where the farmer is one of the exchange parties, either the upstream firms’ buyers or the 

downstream firms’ suppliers.  

One concern regarding these series of VC survey questions is that responses do not 

adequately represent their vertical coordination decisions. In fact, as Peterson (2001) 

explains, positioning in the VC continuum is not only a matter of equity and risk, but mainly 

of control. A contractual relation can commonly include several control mechanisms that give 

one of the parts very strong powers over the other. This would be a much more integrated 

relationship than that of a simple specifications contract. If, despite the attempt to clearly 

explain the mechanisms in the question, the respondents did not understand this point, then 

the industry might not be so skewed to the less coordinated side of the continuum and might 

be more in accordance with the expectations. 
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While no robust support is given to the existence of Relationship 3, this would be an 

interesting research question for future studies, and an important contribution to strategic 

management in this industry. 

 

Marketing Capabilities 

Five of the 18 individual marketing activities were found to be significant and positively 

correlated with performance. This represents only a small set of the 18 marketing operations 

identified in the survey. Furthermore, one of the marketing activities was found to be 

negatively correlated with pretax profit. This is an important area for future research as the 

role of marketing can be expected to increase significantly as markets become more 

segmented and dynamic. 

 

Demographic characteristics of the industry 

The results of the two surveys showed a significant shift in the majority of the firm 

characteristics. The industry has clearly grown into a more mature, complex and diverse 

industry, and with these changes there was an important increase in profitability.  

Although some demographic indicators were found to be correlated with performance in 

1992, no such relationship was found in 2012, not identifying the presence of Relationship 5. 

That is to say that there is no optimal strategy in terms of demographic characteristics of the 

firm, within Michigan agribusinesses.  

It is interesting to notice that the positive correlations found between size of the firms, 

measured by demographics like sales and assets, and performance could lead to the idea that 
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many agribusinesses were below the minimum efficiency scale and faced strong economic 

challenges in 1992 which led to an important trend of mergers and acquisitions, as Boehlje 

(1999) describes. This would be consistent with the evolution of strategic management theory 

as described by Grant (1998). In his book, the author describes the principal concepts and 

techniques in strategic management during the late 1980s and the early 1990s to be regarding 

resource analysis of the core competencies. This led to corporate restructuring and business 

process reengineering, as well as to refocusing and outsourcing. In other words, to reducing 

costs by achieving economies of scale and focusing on core competencies where that 

achievement was possible. 

Nowadays, the current favorable economic environment for agribusinesses and the fact that 

the group of firms surveyed showed high heterogeneity could mean that this is a period where 

firms are typically above the minimum efficiency scale and are pursuing strategies related to 

growth and differentiation. 

The results presented pertaining to these firm characteristics supply the industry with an 

interesting overview of the competitive environment and, together with the strategic analysis 

of the national industry, can be used as a valuable planning tool.   
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Conclusions 

The results presented and discussed previously shed some light over the research questions 

that motivated this thesis.  

The challenges identified by the industry suggest that there is not much concern with some of 

the strategic issues identified previously, like end-consumer preferences and international 

trade. On the other hand the Government regulations, talent and competency availability and 

technological change seem to be at the top of the concerns. Because some of the main 

strategic issues were not identified as the most significant challenges we cannot, however, 

say that firms are not paying sufficient attention to those problems. The question that rises is 

whether the firms are unaware of the issues they might face or if they are conscious of them 

but still identify other areas as more significant challenges that the industry reports and 

analysts do not point out. It is a question that top management in firms must answer 

individually. 

Strategic planning seems to be correlated with performance, measured by firms’ satisfaction 

with performance. This is shown by the cluster analysis results and the chi-square tests that 

identified such a relationship for the 2012 results.  

In particular three planning activities were found to be consistently correlated with 

performance in 1992 and 2012, which represents an important factor for managers to consider 

in this industry. The importance of strategic planning and the literature defending that it is 

correlated with superior performance are supported by these results.  

Geographic and product/service scope were not found to be correlated with performance, for 

this industry. This could suggest that it of central importance to adapt these characteristics of 
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the firm to the particular situation, making it consistent and reinforcing, fit as Porter (1996) 

suggests.  

Vertical coordination choices toward more integrated systems are negatively correlated with 

performance for firms downstream of the farm, when it comes to buyer relations. 

Simultaneously, strategies leaning towards higher coordination have a positive correlation 

with performance for firms upstream from the farm, regarding supplier relations. This 

suggests that for this particular industry input suppliers are better off if they vertically 

coordinate efforts with their suppliers. At the same time downstream firms are worse off if 

they do the same with their buyers. No other conclusions can be taken in this regard. These 

finding raise new research questions, identifying this industry as an interesting subject for 

further studies attempting to understand why this is the case. 

For some of the marketing operations variables there was a positive correlation between the 

firm satisfaction with their marketing activities and pretax profit. Also, there was one activity 

that was negatively correlated, countering the hypothesized sign for this relationship. 

Unfortunately these findings do not allow conclusions about an established relationship 

between marketing abilities and performance, since they are contradictory and account only 

for a small group of the activities tested. However they raise the suggestion that such a 

relationship is possible, which could be the starting point for further research that focused 

specifically on this question.  

Returning to the changes the industry has undertaken from 1992 to 2012, this thesis paints a 

picture of strong demographic and strategic planning differences but milder changes in 

satisfaction and expectations for the future.  

The industry wide distribution of sales has total assets has dramatically changed from a high 

concentration below five million dollars on both characteristics in 1992 to a much more 
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evenly distributed situation in 2012. A similar trend of more even distribution was found in 

the number of employees and the type of business organization. On the contrary, the 

distribution of pretax profit margins became more concentrated with a clear shift toward 

higher profit margins, as 48% of the respondents stated to earn more that 5% of sales as 

opposed to 24% in 1992. 

These changes toward higher sales, higher assets and higher profitability justify the increased 

satisfaction and optimism levels found in 2012, although optimism and satisfaction in 1992 

were high to begin with. 

In terms of strategic planning the changes were also very remarkable, as the percentage of 

low planners, the most frequent category in 1992, dropped and the percentage of high 

planners significantly increased becoming the most frequent category in 2012 with 59% of 

the respondent firms.  

When it comes to describing strategic planning practices individually, the results show a high 

level of usage for the planning activities assessed. On average the percentage of non users for 

all thirteen activities was 12%. Only three of these activities recorded values over this value. 

In comparative terms, this is an important decrease as the 1992 average was 20%.   

Overall this study shows that the industry was able to assess its main issues in the past twenty 

years and address them, turning more to strategic planning practices and substantially 

improving its performance.  Michigan agribusinesses mainly present a sound economic 

position and seem to be focused on the future with strong optimism about what is to come, 

not disregarding, however, the challenges ahead. 
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Appendix A – The 1992 Survey 
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Appendix B – The 2012 Survey 
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APPENDIX C – Comparison in Agriculture characteristics 1992 
and 2011. 

Characteristic 1992 2011 
Ag Land, Inc buildings - 

asset value US $/ac $713.00 $3,100.00 

Ag Land, Inc buildings - 
asset value MI $/ac $1,106.00 $3,850.00 

Ag services expenses US 
($) $18,300,000.00 $37,100,000.00 

Ag services expenses MI 
($) N/A N/A 

Total animal expenses US 
($) 14,200,000.00 28,600,000.00 

Total animal expenses MI 
($) N/A N/A 

Total Corn area planted US 
(ac) 79,311,000 91,921,000 

Total Corn area planted MI 
(ac) 2,700,000 2,500,000 

Total feed expense US ($) $20,100,000.00 $54,600,000,000.00 
Total feed expense MI ($) N/A N/A 
Total fertilizer expense US 

($) $8,300,000.00 $25,100,000,000.00 

Total fertilizer expense MI 
($) N/A N/A 

Labor, hired and contract, 
incl non-cash benefits US 

($) 
$13,700,000.00 $26,800,000,000.00 

Labor, hired and contract, 
incl non-cash benefits MI 

($) 
N/A N/A 

Labor, hired work rate US 
($/h) $6.06 11.07 

Labor, hired work rate MI 
($/h) $6.21 N/A 

Machinery, other - expense 
US ($) $4,000,000,000.00 $6,400,000,000.00 

Machinery, other - expense 
MI ($) N/A N/A 

Total Milk produced US 
(lb) 150,847,000,000 196,245,000,000 

Total Milk produced MI 
(lb) N/A 8,478,000,000 

Total Soybean area planted 
US (ac) 59,180,000 75,046,000 

Total Soybean area planted 
MI (ac) 1,450,000 1,950,000 

Source: National Agriculture Statistics Service 
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Appendix D – distribution of product and geographical scope in the industry 
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NOTE: on the xx axis is registered the number of different products and services the firm 
provide. 
 
 
 
 
 
 

 
NOTE: on the xx axis is registered the number of different products and services the firm 
provide. 
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