Journal of Entrepreneurial Strategies in Agriculture Vol. 12, Issue 1, 2025 p: 64-72

and Natural
ity

Research Paper

The Effect of Product Diversification Strategy on Creation: A Case Study
of Building Food Industries in Mazandaran Province

Roghayeh Zahedian Tejeneki'(> and Mojtaba Mojaverian®

1- Ph.D., Department of Agricultural Economics, Faculty of Agricultural Engineering, Sari Agricultural Sciences and
Natural Resource University, Sari, Iran, (Corresponding Author: Rozahedian@gmail.com)
2- Associate Professor, Department of Agricultural Economics, Faculty of Agricultural Engineering, Sari Agricultural
Sciences and Natural Resource University, Sari, Iran

Received: 1 June, 2024 Revised: 10 August, 2024 Accepted: 25 September, 2024

Extended Abstract

Background: Knowing the behavior of investors in the stages of creating economic units is one
of the first steps to solving the problems they face. Usually, investors have plans and programs
for building economic units, based on which they provide the resources needed to build their
units. The market situation is one of the conditions that investors pay attention to in unit
construction plans. Choosing the right size of the unit, the number of products produced, and the
right strategy for selling the product will greatly help in advancing the goals of the economic unit.
In this regard, choosing the correct type and number of products produced by an economic unit
will help considerably in attracting the target market. Product diversification strategy is one of
the ways for economic units to achieve goals such as introducing the product to different markets,
reducing risk, increasing market power, and reducing the probability of bankruptcy. However, the
adoption of this strategy in the construction stage requires different production lines and more
cost. The effects of this strategy are shown in the cost of creating the unit and the speed of
completing the unit. Therefore, this study attempts to determine the effect of this type of strategy
on the establishment of food and beverage industries in Mazandaran Province. The reason for
choosing food industries in this study was the importance of these units in Iran's industry and their
relationship with food security. Moreover, the cheapness of the raw materials of agricultural
products and foreign exchange, and the lower capital required compared to other industrial units
have made the food and beverage industry one of the priorities for reducing unemployment in
every country.

Method: In this study, based on the level of physical progress, food and beverage industries in
Mazandaran province were divided into four groups: primary, semi-developed, exploitable, and
exploited. The role of influencing factors (type of activity, type of ownership, size of activity,
location of activity, strategy of product diversification, and time) in the construction process of
these industries was investigated using the ordered logit model and the required information was
obtained from the website of the province's industry, the mining and trade organization.
Mazandaran was collected in 2022.

Results: The initial examination of the estimated model shows that all three model thresholds are
significantly different from each other, and the hypothesis of their equality is rejected at the 99%
level. The prediction rate of the model is 60.11%, which is at a desirable level. The results of the
link test (which indicates the effect of missing variables) are not significant; thus, the specified
model is not problematic in terms of the selected and missing variables. The results of the ordinal
logit model showed that among the variables affecting the construction process of food and
beverage industries, the type of ownership had the greatest effect on the construction process. The
time, variety of products, area of the unit, and place of establishment are the variables with a
significant effect on the construction process. The proposed capacity, private ownership,
cooperative ownership, and product diversification strategy are the variables that negatively affect
the progress of construction. On the other hand, the industrial towns, Bread Biscuits Sweets
activity, and the years 2007 and 2008 are the variables with a positive effect on the construction
process. Furthermore, the choice of product diversification strategy by the applicants will reduce
the chances of exploiting the food industry, so that the units with product variety have 6% lower
chance of exploitation than the other units. The variable coefficient of the type of ownership
shows that the probability of the cooperative units being placed in the preparatory group of
construction is 38% higher than that of joint-stock units. In the later stages of construction, these
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units have less chance than joint-stock units. On the other hand, food industries with share
ownership have 32.7% more chance of exploitation than private food industries. The availability
of the necessary infrastructure to start activities in industrial towns increases the possibility of
exploiting the food industries of Mazandaran Province, so that the chances of units whose location
is in industrial towns are 13% higher than the other units. Choosing the activity of Bread, Biscuit,
and Sweet products will increase the chances of using the food industry, so that the probability of
completing these units is 11% higher than the other activities. A reason for this result can be the
high consumption of bakery products (such as fancy bread, biscuits, and sweets) by people.

Conclusion: The results of this study show that, despite the benefits of the product diversification
strategy in market development, this strategy increases construction costs and prolongs the
construction process of the food and beverage industries. Moreover, the type of ownership and
the type of activity are among the factors with a great effect on the construction process of food
industries in Mazandaran Province. Based on the results of this research, the following are some
of our suggestions: the priority of supporting the existing semi-finished units, granting new
construction permits to joint-stock, private, and cooperative ownership, respectively, and
providing cheap facilities for the construction of food and beverage industries. Additionally,
despite the effect of the product diversity strategy in introducing the product on a wide level, this
strategy increases the construction costs and prolongs the construction process of the food and
beverage industries. Therefore, it is recommended that new units start working by offering
products with less variety and start diversifying the product as the experience of the unit increases.
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Table 1. Descriptive statistics of the case study
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Source: Industry, Mine and Trade Organization of Mazandaran Province (2022)

Proc. & pres. = processing and preserving; Prod. = products
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Table 2. Results of estimating the Ordered Logit
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Source: Research findings
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Table 3. Result of the marginal effects of the studied variables

Slosdo o lwdas

Sl JB

Jké

Initial Half-built Exploitable Exploited Variable
0/004 -0/0001 -0/0002 -0/003 ol el
Capacity

30/5 22 o1 3277 ogad slaisly
Private property

38/7 -5/4 3/4 3000 (ol slai>ly
Cooperative property

e S s > | ]

- [ s S PP
13/4 010 s 13/0 Establishment in industrial parks

) . Sild Y g Ay
173 02 03 1 Bread, Biscuits, & Sweets

6/3 -0/1 03 -5/9 |y s

Diversity product

1775 -0/6 03 17/8 b;

a)
Time (2008 &2007)

Source: Research findings

@il gy p (F9l Cuslo 3bj Sl e opmizmen 3 pdy 90
& Conl CoSle Jld b ol )5 phe SIS 3529 sLsS
20,8 ololiss K0 sla g} g ladss (o Wb

gy p Yool g VooV sla o cuo ol 3l LY 5l (S
olSo & oy oMgus slhael (ol mlio @l
o9l wal® L &S 9300 dogi oulpliy el 033l
Wb s sy cpl @lisl Mgy e o ol CMigus

ol ji8a oS slaasly as a0 oyl dalg o5lul yuaie
oS plaslj adlas gols )l o)l 0 e Sl syt
oW 35 (Zahedian Tejeneki et al., 2020) ., Kon 4
S pope 3> e il jSa g8 slasaly & md oo
5l

gy 2 st B (Ginie S S ol i
obsaly adllas o &S Jb o) glie plo wlsl
(Zahedian Tejeneki et al., 2020) ,Ken o Sioo
ols Gl coge o GbSid i
ISl 0l (650l (b gluo ) )l pose
plio (Suuly & glge ) @b ool JY> (pyiere
9 el dilaie )3 (65)oliS SV gasme (jeds (555l
Blio &S Jb 1 0l Caus asly cpl 4 l5,5liS" o yiwd
Sy (shl> 65ygliS Y guaa b LS| by e (olie
Zahedian ) s l5)0liS b s bl 4 (6558
(Tejeneki et al., 2020

455 4 Limd g0 U (e ) 595125l s
Gl g dg o dBply o yd A0 liebs] b Baiss oy
e glio calo 3g) p Gite Jl Jpame g95 s3]yl
S e ol Jyazme g5 it 2l S0l ohjle
PSS ld o) £ Jpame g9 s lassly
&5 31yl @lo wf e 0l Laasly ol 51 6)ls 0 00
2 eple ©ygon il dnugi 5 il Sy SEaL 5 Jgae
sboaizjo Jhll cage Byl cpl ()l S 4l als o
Jsb 4 Gapelil 5 2lie mlio colo sig) 9 350 cl
P ads cbasly dS g 0 duog e pronds Aol o
by duled )5 £, a8 £55 b &Y game 1)) L L]
S Jpaze g9 4 plidl oy 400 il

Geis slaaily 15l

Wl 9 (6 305 s
slasly ol sl 0 ISl JlE, cols
So0kn Mo 8y sl adgl slapl I (S (ol
slio cale Jolhe saipuds b calllas oyl ).)—.C,w:] !
s xS 4 g hwile glwl 3 Saelsl 5 olie
390 @lio ol Slisl $59) S 31 Lelge ¢ 5 gl
om0 &S B e i 3aind ol gt .cd S )8 adlles
£9 (ool g olie mlio @lisl g, p IS 31 cla yuiie
i 93 ol atdl @lisl Bgy w1y B op i cuSlo
dunlie olow CoSlle 4 Cud pogad g (S9l cuSlle
g Sov obaaly adlas s dbwly en ) loads
4ue; > (Zahedian Tejeneki et al., 2020) ,Son
CeSlle doliy o imd o0 LS 35 (65,9WS” (s plhe
\s ‘_’ﬂ S obpoyme Jlisl sl Sels @ygo 4 aasly
o el i b adles pl b pien
alllas oyl )3 it oyl kel j> (Hatamifard, 2012)
Syl g ute Sl Sl plas STyl clacsle
Obo) $gliS (b glie el bk (S5
Gl @uls og Gelate LY 1y pene 31 (SO A
asllas > oSl Cunsg (b i gl dwgy axie S
wallas oyl > .cwl (Hatamifard, 2012) >3 o5l
Candg b Ui gl ¥ g Vo) palio b pxio SO 5 oolitu!
4 3% g Cal (Sol 9 (STl (pogad) cuSile juie
P Pl g Shidl sleeSll & sy 4 ol
ObS5 5598 (keSS g b slassly 1 gyl e e
il sl yuxio jlcdalllas oyl o aS” Jls > s 45 3940
5 so..{l » 05)49 Ll ol oolaw! Sl );l Oy ‘_;‘)_g
yiio by e S ) 5l (Hatamifard, 2012) 5,3 o3l> dslllas
chw Hlade a8 b o ol onis eolitol dgaore dtusl
sl o 1in o (5 i o) 5550 900
slasly 5l iin Colpeds oloww (sbaasly 5oyl o ymo
Clw sbajley sllacl g 393 g0 0,8 a0 slaisly 5l colos
9 g (pogad oolpw slacuSle 4 i LL e



Olaglme oo 5 (S5 planlj o)
vy VEF /Y o)los [omdjled Jlo /65,9LaS 50 (u 31,8 (clad el

References

Cochran, W. G. (1977). Sampling techniques. New York, John Wiley and Sons. 3d. ED.

Dolabi, H. R. & Hamedi, O. (2018). Marketing strategy of National Iranian Oil Company. Scientific
Monthly Oil and Gas Exploration and Production, 12(152), 35-46. [In Persian]

Greene, W. H. (2012). Econometric Analysis (7th ed.). Upper Saddle River, NJ: Prentice Hall.

Hatamifard, S. (2012). Factors affecting the low performance of food processing and complementary
industries: a case study, Zanjan province. Iranian agricultural Economics and Development Research,
42(3), 413- 421. [In Persian]

Irawan, N. C. & Aulia, N. N. (2022). The Nexus Between Green Strategic Consensus, Innovation, and
Performance Evidence from Eco-friendly Food Agro-industry Companies in Indonesia. Earth and
Environmental Science, 1108(1), 012033.

Martins, F. S., Lucato, W. C., & Da Silva, D. (2018). Can diversification explain financial performance in
agribusiness co-operatives? British Food Journal, 121(2), 546-560. https://doi.org/10.1108/ BFJ-03-
2018-0156.

Matroudi, H., & Aghapour Sabbaghi, M. (2017). The effect of private ownership on the efficiency of food
and beverage industry units in the country, dynamic data panel approach. Journal of Agricultural
Economics and Development, 31(1), 36-49. [In Persian]

Ministry of Industry, Mine and Trade of Islamic Republic of Iran. (2020).

Naderi Mahdavi, K. (2015). Guide to self-employment and entrepreneurship, Mosafaye Alvand
Publications. [in Persian]

Nath, P., Nachiappan, S., & Ramanathan, R. (2010). The impact of marketing capability, operations
capability and diversification strategy on performance: A resource-based view. Industrial Marketing
Management, 39(2), 317-329.

Pokharel, K. P., Archer, D. W., & Featherstone, A. M. (2020). The Impact of Size and Specialization on
the Financial Performance of Agricultural Cooperatives. Journal of Co-operative Organization and
Management, 8(2), 100108.

Pregibon, D. (1980). Goodness of link tests for generalized linear models. Applied Statistics, 29, 15-24.

Rasouli, R. & Salehi, A. (2013). Advanced Strategic Management. Payam Noor Publications, fifth edition.
[In Persian]

Shahikitash, M. N., Gholipoorbolasi, E., & Mohammadzadeh, A. (2017). Investigating Food and Beverage
Industry Market Structure and Market Power Based on Leo and Bresnahan’s Approach. Agricultural
Economics and Development, 29(2), 204-215. [In Persian]

Snorek, J., Cummings, W., Hryniewicz, E., Stevens, K., & Iannuzzi, R. (2023). Diversification Strategies
for the Resilience of Small New England Dairies. Journal of Agriculture, Food Systems, and Community
Development, 12(3), 9-29.

Statistical Yearbook of Iran. (2020). Statistical center of Iran, www.amar.org.ir. [In Persian]

Syam, S. S., & Bhatnagar, A. (2015). A Decision Support Model for Determining the Level of Product
Variety with Marketing and Supply Chain Considerations. Journal of Retailing and Consumer Services,
25(1), 12-21.

Torkamani J., & Zogipor M. (2005). Factors affecting dairy supply in Iran. Journal of Agricultural
Economics, 2(1), 23-33. [In Persian]

Tukey, J. W. (1949). One degree of freedom for non-additivity. Biometrics, 5, 232-24.

Williams, R. (2006). Generalized Ordered Logit/Partial Proportional Odds Models for Ordinal Dependent
Variables. Stata Journal, 6, 58—82.

Yazdan Bakhsh, S., Shahnooshi Foroshmani, N., Daneshvar Kakhki, M., Karshaki, H., & Durandish, A.
(2013). Identifying the Factors Affecting the Production Capacity of Food and Beverage Industries A
case study of Khorasan Razavi Province. Agricultural Economics and Development, 21(81), 71- 100.
[In Persian]

Zahedian Tejeneki, R., Mojaverian, S. M., & Hosseini Yekani, S. (2020). The Role of Location on
Exploitation of Agricultural Businesses in Mazandaran Province (Case Study: Agricultural Processing
Industry). Iranian Economic Review, 24(3), 763-791.


https://doi.org/10.1108/
http://www.amar.org.ir/

