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INNOVATIVE APPROACHES AS A SUPPORT OF MULTIFUNCTION AL BUSINESS
IN AN AGRARIAN SECTOR
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Abstract

Multifunctional business is closely connected with an agricultural sector. Innovative techniques lead to an
establishment of innovative firms in agribusiness, which fulfil aims of multifunctional business by filling in
particular functions. Rural areas have just one function in a traditional agricultural concept: production of
foodstuff or raw basis for foodstuff. However rural areas need today inventive and innovative business, which would
ensure its prosperity and social stability. That means to leave the traditional conservative approach by forming
business models and to adopt marketing and knowl edge approaches.
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INTRODUCTION businessmen and a generation and use of purchasing
funds would be so balanced. The choice of appréach

Multifunctional business is a perspective busirfessy  to be stressed by the support of innovative firfitse

in agrarian sector. We assume that the terfight way consists in marketing approach, or beiter
"multifunctional business" is relevant to the ternknowledge approach. The information society needs
"innovative business in regions". Use of innovativénore offers than a conventional approach can gatisf
techniques is a ground for an establishment dew trends resulting from initiative of producensda
innovative firms in agribusiness, which can fulis businessmen are requested. Such trends shouldfgimpl
common as partial aims of multifunctional busindss. and make easier the trade activities by using nmoder
a general scheme, a region (rural area) has just othd fast communication. In the production,
function in its agricultural concept: to producedstuff technological and trade sphere following innovagion
or raw basis for foodstuff. The differences exisitjon —are recommended:

a base of economic and trade efficiency of entsggri 1. Product innovations

However rural areas need currently inventive and. Materials innovations

innovative business, which would ensure theif- Technological innovations

prosperity and social stability. That means to éethe 4. Trade innovations

traditional ~ conservative approach and to adoply product innovations are based on knowledge of
marketing and knowledge approaches. The assumptigiyher and extra needs of customer. The substahce o
of this change consists in information and)roqyct innovation lies in a new construction soku
communication background of a region. The_ innowativyyhich upgrades user functions or brings a new produ
business ~ cannot be developed without aggjity. Product innovations are represented byhsuc
implementation ~ of ~ modern  communications oquction in the agricultural sector, which reftec
technologies. But not all regions are ready t0 08B gocig| and cultural nature of the region (rurabjrer by

this reality. For this reason, differences betwesgions  gma|| scale production of non conventional and non
have arisen. If regions and their municipalities $&ress agricultural products, and which use materials
just on material equipments (like canalization, P jnovation on a base of market knowledge. An
of house building and so on), the people maybeeatuid 5 icyitural enterprise can become an innovative ff

live in villages but they won’t spend their monéiete. 1" sholds the innovation in its strategy or inestgy of
They will spend their money in towns, where theykvo s s psidiaries, eventually within a cooperatidine

and where they are used shopping. The prosperity @fhesion of enterprises is also useful, if it eealiaster
such region will be influenced by negative purchgsi gnq easier financing of innovations. In some cases

stream. cooperating firms can reach a better direct orréui
, , support.
Kinds of Innovations 2) The aim ofmaterials innovation is to improve

The only reasonable solution is a support of s@all qality of a product material substance, which is
middle enterprises (SMEs) in rural areas. This 8UPP jemanded by customers. Material innovations are
should be granted by state administrative to establ j,5rtant for their next utilization in the produdthey

SMEs - innovative firms, which could generate jobyenend on knowledge of customers demand and they
opportunities in the region. Such solution woultteat
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are unchanging during the process of manufactuAng. adopts not only offered assortment, but also sales
allocation of materials belongs to strategic decisiof service and communication technologies.

management. It requires thus a special attenti@edU It can be declared that traders' offers are oftery v
materials must be confronted with a motivation. " ) . v
milar. Only a businessman - specialist can dttrac

structure of customers needs, the input an

manufacturing costs then will be not decisive. Thgustomers JUS:[ by his offer. In SQCh case.the custo
sually doesn't expect any special techniques . sa

market knowledge can give us information, thatde wants to see the product personally and if ptess

products made of certain materials will be demandetr it on. But also such businessman - specialisstnit
and sold. Materials innovation should concern calthe .Y C ; n-Sp .
to refuse information and communication technolsgie

security, ecological aspects I|k_e recycllng_ and_osso if he wants to address his customers.

This attributes should be used in a promotion cagmpa

in a stage of research and development. Shopping customs are changing in the conditions of
3) Technological innovations include new and global competition, integration of inter-enterprise
essential changes in production technologies andlationships and modern information technologies i
technological procedures. They must correspond withe whole Europe. There are developed new methods
customer’'s requirements in the stage of growinpow to sell more products. Formerly, when businessm
demand. Technological innovations must reflect nelWwad known their permanent customers, there was not
knowledge of research and development. A cooperatidifficult to estimate which kind of merchandisedffer

of an innovation firm with adequate research ioitihs and how to convince them of new supplements. Such
is recommended in such cases. businessmen were the first pioneers in applicatbn

4) Trade innovations result from chosen trade model.knowledge about customers® behaviour. Their
The trade model must reflect the knowledge oknowledge was gained from personal contacts and
customers’ segment and the communication with thisocial events. A group of loyal clients can be =m@ted.

segment. That means, we must prefer a marketing ajjdd h taili . i d thei
knowledge approach to build such model and to redu oday, when retailing companies prevail an e
clients are frequently counted in millions, a ratixack

an appropriate confrontation between customersdsmee]c ” d i f loval ‘
and perceived quality of products. This can be done rom anonymity and creating ot loyal customer group
seems to be of importance. However, a personahcbnt

creating of sufficient big customers’ group - inaters, | N ; )

which promotes further sales through positivéS not posglble In SO h'gh ““”?bers- For this reab(_are_

references.  Other marketing  sales  promotio re entering new information and communication

instruments are not excluded. Innovative firms mu Fchnologles. They are .c.)ne.nted on knowledge
management and CRM utilization, which can gain,

keep contact with customers, several systems afegui . ) .
communication can be recommended. A loyal cIienteI%IabOrate and use the information. These technesogi

can be so constituted. One system, which is apjfied are fundamental for innovation firms. Innovation

some enterprises (mostly in transnational compgnies _prtocgssez _relat?s d_|rect tho re;[sll. It dls tnkot to dbe
the CRM system. introduced in enterprises where the product knogée

would be missing. Suitable trade models are availab
also for the agricultural sector.

Kinds of Approaches A formation of a trade model belongs to importaastkis

Knowledge approach in trade activity shouldof management. The trade model is aimed at geparati
interconnect trade (tertiary) sphere and productioof revenues through innovation. There are following
sphere and create such production potential, whideneral approaches to a trade model:

would satisfy individual needs of customers. Tdilful
this aim, a lot of information must be exploiteddan
compiled by using information technologigSeneral
approach to trade activities is based on a classical
scheme of product cash flow. Product flow is gitgn The conservative approachuses traditional, standard
an offer of a narrow production assortment and @wi product cash relations. It is based on a techracal
trade assortment, which is accepted by customéms. Ttechnological development, which is used in a
customer favours products which satisfy his needsroduction within an innovation processes. Qualieat
without participating on product’s creatioinowledge better product is then offered through traditional
approachto trade activities results from a connection oflistribution ways and marketing instruments. The
production to trade, which can better satisfy comsts’ customer is affected by final product or service.
needs, on a base of information flows. The custom@erceived qualities of a product are often con&dnt
creates his own image which will then be manufatur with a motivation structure of customer’'s demanls.
and sold. That means, that such entrepreneur can rharketing program can decrease such confrontation b
successful, who takes into consideration motivatioi can be expensive.

approaches, desires and behaviour of customers, and

- conservative approach
- marketing approach
knowledge approach.
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Fig.1. : Standard (conservative) trade model

Trade
Development
. Agents
Production Customer
- Wholesale
Service .
Retail

Marketing approach is based on customer’scloser meet the motivation structure of customer’s
orientation. Product development is provided oraaeb demands. A separate target group, which accepts the
of market research, which enables to include demangroduct and buys it, can be so created. Following
and needs into an innovation process and go towheds marketing support instruments are used just torgala
customer. It is obvious, that perceived qualityl wil the target group and usually they are not expensive

Fig. 2. : Marketing trade model

Trade

. Development Agents
Marketing Research Production Wholesale Customer

Retall

Knowledge model is based on knowledge ofimplemented into utility value of a product. This
customer’'s demands. The knowledge is gain througtpproach doesn't lead to any confrontations between
modern information and communication technologieperceived quality and customer’s motivation stregtu
(for example internet). The base consists in tglkim because all products and services are produced in
customers. This communication is analysed analccordance with customer’'s demands. Base assumption
resulting ideas are used in development and pramfuct of this model is knowledge and communicative ftieti

by customer’s participation. The customer can $ecaf of trade partners.

the satisfaction of his demands because his ideas a

Fig. 3. : Knowledge trade model

Communication Retail
with Customer Customer Agents — Direct Mail, Call Trade,...
Knowledge of Development (Wholesale)
Needs Production (Retail)
Inventiveness Customer
CONCLUSION

For an innovation firm with multifunctional actiies knowledge in agricultural enterprises. Farms aterof
there is suitable to use a marketing or knowledgdeh  profit oriented and their activities are focusedrenon
which is fast developing currently. Enterprises nee&  cost reduction than on the possibility to increadded
information and communication technologies to comealue. Other difficulty consists in costs of buildisuch
near to customers and to their demands. Such mod#isovative firm. The shortage of capital in agrioue
are common in subsystems of internal trade (fanakes their establishment complicated. There is als
example in wholesale, retail, tourism, and partly ilack of political will to support development of
gastronomy and purchase order system). innovative firms in an agrarian sector using inclire
There are still few innovative firms in an agrariarfinancial support. The results of innovation bebavi
sector. The main barrier of their development iseally don't appear immediately after implementatio
remaining scepticism and a fear the advised resuilks but in a longer time horizon, which is longer thame
not come. These facts can result from missing accounting year.
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At the other hand agricultural enterprises havatiet Because innovative farms will probably not prodatle
high potential to become innovative firms. Theiroffered products, they should also focus on sale of
competitive advantages consist in diversificatiord a purchased goods. The sales innovation reflectirgg th
possibilities to finalize products and serviceseodfl perceived higher quality can bring positive ecoromi
direct to customers. A wide space for diversificati effects.

enables to implement such activities, where knogded

approach is a determinant for success. Finalizirg t REFERENCES
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Management of farms must know that a knowleng
approach requires such behaviour, when the custom
feels to be given an extra value. This feeling nhest
encouraged before, during and after selling thelyeb
or service. A typical example is agrotourism. The
customer can be impressed by an advertising whsich i
aimed at some special and extra quality, he cantdee Received for publication on June 27, 2005
be obtained by an extra service during his stayfarm Accepted for publication on September 21 , 2005
and he should leave with a feeling of having good

invested his money and having found a place for

coming back.
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