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Abstract 
 
This study investigates growth in the forest machine and timber haulage sectors in Finland. The 
purpose was to clarify the impact of growth on companies in financial terms and to compare growth 
strategies.  The  main  questions  this  study  tried  to  answer  were  whether  it  is  profitable  to  grow  in  
these sectors, and if yes, how. This study also studied growth in general in these sectors which have 
not been studied before. The companies were all located in Finland and their locations were quite 
scattered. The companies selected were large in turnover compared to the sector average and all had 
increased their turnover between 2001 and 2006. 
 
The study consisted of two phases, the first of which focused on company financials and the second 
on management. Financial statements from 2001 to 2006 from the companies were retrieved from 
the Patentti- ja rekisterihallitus (National Board of Patents and Registration of Finland). In the 
second phase of the study, more material from the companies selected was collected by 
entrepreneur-interviews. A total of 23 forest machine entrepreneurs and 23 timber haulage 
entrepreneurs agreed to be interviewed. Entrepreneurs were personally interviewed in autumn 2008. 
The growth strategies of these companies were then analysed and combined with the financial 
analysis of the first phase. 
 
The main findings of the study were that there is a strong growth trend going on among the large 
companies of both these sectors. Another new phenomenon is increasing outsourcing between 
companies in these sectors. In other words, large companies in these sectors increasingly use 
smaller ones as their subcontractors. The study also found that it is possible to grow in both these 
sectors. 
 
In the forest machine sector, a good financial situation seemed to emphasize profitable growth. In 
the timber haulage sector the entrepreneur’s role seemed to influence growth. The study revealed 
special features in both sectors, which entrepreneurs should note. In the forest machine sector, 
subcontracting seemed to bring good financial results in growth. However, growth was found to be 
quite a poor answer when trying to grow out of low profitability. In the timber haulage sector, it was 
found that economies of scale are almost non-existent because of high and increasing variable costs. 
It was also found that a growth strategy which focuses on optimising the amount of work, 
employees and machinery, combined with diversification seemed to bring the best outcome in terms 
of profitability. 
 
As a conclusion, it can be stated that the business environment of these sectors is changing rapidly 
driven by the change in the global forest industry when demands changes in term of customer 
service and efficiency from the entrepreneurs. Growth, when executed noting special features of the 
sector and the company’s own strengths, may be the answer for better profitability. One surprising 
finding, however, was that both of these sectors, and especially growth-oriented companies, suffer 
from a labour shortage. The surprising part is that it is not a new phenomenon in these sectors, but 
rather a continuing problem which has been revealed for years – and which can limit growth. A 
labour shortage is difficult for the entrepreneurs to influence, but a rather a matter of policy-makers. 
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Tiivistelmä 
 
Tämän tutkimuksen tavoite oli tutkia yritysten kasvua metsäkone- ja puunkuljetusaloilla Suomessa. 
Tutkimuksen tarkoitus oli selvittää miten kasvu vaikuttaa yrityksiin taloudellisesti, mutta myös 
selvittää eri kasvustrategioiden merkitystä. Pääkysymykset, joihin tämä tutkimus yritti vastata, 
olivat: onko valituilla toimialoilla mahdollista kasvaa kannattavasti ja jos on niin miten? Lisäksi 
tutkimuskohteena oli kasvu itsessään valituilla toimialoilla, joissa kasvua ei ole aikaisemmin 
tutkittu. Tutkittavat yritykset sijaitsevat kaikki Suomessa, mutta niiden maantieteellinen sijainti oli 
varsin hajanainen. Valitut yritykset olivat liikevaihdoltaan suuria verrattuna toimialojen 
keskiarvoihin ja kaikki valitut yritykset kasvattivat liikevaihtoaan vuosien 2001 ja 2006 välillä. 
 
Tutkimus koostui kahdesta vaiheesta, joista ensimmäinen vaihe keskittyi yritysten taloudellisiin ja 
toinen vaihe yrityksen hallinnollisiin asioihin. Tutkimuksen ensimmäinen vaihe käsitti 
tilinpäätösanalyysin, jota varten yritysten tilinpäätöstiedot hankittiin vuosilta 2001-2006 Patentti- ja 
rekisterihallinnosta. Tutkimuksen toisessa vaiheessa yrityksistä kerättiin lisää aineistoa 
yrittäjähaastatteluin. Kaiken kaikkiaan 23 metsäkoneyrittäjää ja 23 puunkuljetusyrittäjää suostuivat 
haastatteluihin. Yrittäjiä haastateltiin henkilökohtaisesti syksyllä 2008. Yrittäjähaastatteluiden 
avulla yritysten kasvustrategioista saatiin tietoa, joka voitiin yhdistää tilinpäätösanalyysiin. 
 
Yksi tutkimuksen päähavainnoista oli, että molempien toimialojen suurilla yrityksillä on käynnissä 
vahva kasvutrendi. Toinen tutkimuksen päähavainto oli, että alihankinta on yleistymässä näiden 
toimialojen yritysten välillä. Näiden toimialojen suuret yritykset ulkoistavat pienemmille yrityksille 
toimintojaan yhä enemmän. Tutkimuksessa havaittiin, että molemmilla toimialoilla on mahdollista 
kasvaa kannattavasti. 
 
Metsäkonealalla hyvä taloudellinen tilanne on yksi kannattavan kasvun edellytyksistä ja 
puunkuljetusalalla yrittäjän rooliin merkitys korostui entisestään kasvussa. Tutkimuksessa 
molemmilta toimialoilta havaittiin erikoispiirteitä kasvussa, jotka yrittäjien tulisi ottaa huomioon. 
Metsäkonepuolella osan toimintojen ulkoistaminen näytti vaikuttavan kasvun kannattavuuteen 
positiivisesti. Tutkimuksessa havaittiin kuitenkin kasvun olevan huono keino heikosti kannattaville 
yrityksille parantaa kannattavuutta. Puunkuljetuspuolella skaalaetujen havaittiin olevan lähes 
olemattomat johtuen suurista ja kasvavista muuttuvista kuluista. Kasvustrategia, joka keskittyy 
työmäärän, työntekijöiden ja koneiden määrän optimointiin yhdistettynä diversifiointiin, näytti 
kannattavuuden valossa parhaalta. 
 
Näiden toimialojen liiketoimintaympäristö muuttuu kovaa vauhtia kansainvälisen metsäteollisuuden 
muutosten ajamana. Yrittäjiltä tämä vaatii muutoksia erityisesti asiakaspalvelussa ja tehokkuudessa. 
Kasvu, huomioiden toimialojen erityispiirteet ja yrityksen omat vahvuudet, on mahdollisuus 
parempaan kannattavuuteen. Tutkimuksessa havaittiin lisäksi ”yllättäen”, että molemmilla 
toimialoilla erityisesti kasvuhakuiset yritykset kärsivät työvoimapulasta. Yllättävää tässä on se, että 
tämä ei ole uusi havainto vaan pikemminkin tiedossa oleva asia, joka on jatkunut vuosia – ja joka 
voi rajoittaa kasvua. Työvoimapula on hyvin haastava ongelma alan yrittäjille, koska heillä on 
siihen suhteellisen pienet vaikutusmahdollisuudet. 
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1 Introduction 
 
1.1 Sectors 
 

The Finnish forest cluster as a whole is crucial to the Finnish economy. It employs about 200,000 

people, its share of export goods was 19% (over one-third of Finland’s net exports) and the value of 

its production was 15 billion euros in 2009 (TEM 2010). Most of the Finnish forest products are 

exported, and globalization has affected the whole industry, the profitability of the whole forest 

sector having declined in Finland in the 21st century (Tilastokeskus 2010). Globalization and the 

declining trend in the consumption of paper in developed countries because of screen-based media 

have influenced the forest sector worldwide. According to recent studies, this trend will increase 

and spread to other countries as they achieve higher economic development (Hetemäki and 

Obersteiner 2001; Hetemäki 2005; Soirinsuo 2009). The declining consumption has resulted in 

overcapacity especially in western counties. Because of this many paper and pulp factories have 

been run down in Finland. At the same time large new investment in pulp and paper factories in 

South America and Asia have been made, where labour and raw materials are relatively cheap and 

consumption is increasing. This means that the whole Finnish forest sector must operate more and 

more  efficiently  in  order  to  survive  in  the  global  forest  industry  battle.  This  affects  every  forest  

company in Finland and as a result the pressure for efficiency also affects every step of the chain 

from acquiring timber to manufacturing – including forest machine and timber haulage 

entrepreneurs. 

 

Finnish forestry, along with the whole Finnish economy, is driven by small entrepreneurs. 

According to TEM (2009), there were 262,000 companies in Finland in 2008 of which 98.7% had 

less than 50 employees. In addition, small companies are the most important employers in Finland. 

Their success will reflect directly on the entire economy. If every company listed on the Helsinki 

Stock Exchange hired 1,000 people more, this would provide jobs for about 150,000 people. Every 
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small company that employs fewer than 50 persons hiring one person more would give jobs to 

nearly 250,000 people. 

 

According to Rieppo et al. (2008) there were 850 timber haulage companies and 1,650 forest 

machine companies in Finland in 2008. Both sectors are dominated by small entrepreneurs, most of 

the companies in both sectors being family-owned. According to MetsäTrans (2008), only 22% of 

timber haulage entrepreneurs own more than two trucks and 12% of the forest machine 

entrepreneurs own more than three forest machines. In both sectors, entrepreneurs with just one 

forest machine chain (harvester and forwarder) or one timber haulage truck is the most common set-

up. As forest machine companies employ about 5,650 drivers and timber haulage companies 3,510 

drivers, these sectors employ over 9,000 people combined (Rieppo et al. 2008) and directly affect 

the well-being of tens of thousands of lives. It should also be remembered that timber haulage and 

forest machine sectors forms the largest employer group in Finnish forestry (Piirainen 2009, 1; 

SKAL 2012). The forest machine sector turnover is over EUR 500 million and timber haulage 

sector around EUR 300 million (Rieppo et al. 2008). In addition, these companies operate mainly in 

the rural areas of Finland where jobs are generally hard to find. This emphasizes their significance 

as very important employers in Finland and the livelihood of the rural areas of Finland. These jobs 

are much harder to replace than jobs in larger cities. 

 

Nowadays, trucks are the most important means of timber transportation (Figure 1-1). Nearly all of 

the roundwood used by these industries spends some time on wheels during transportation. The 

development of timber harvesting is quite similar, nearly all logging being done mechanically 

nowadays using harvesters and forwarders (Figure 1-2). This has increased the efficiency of 

transportation and logging as truck transportation and mechanical logging demands much less 

labour than hand saws and horse transportation. 
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Figure 1-1. Timber haulage truck. 

 

 

Figure 1-2. The Finnish company Ponsse was the market leader in harvesters in Finland in 2008. 
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Both of these sectors are crucial from the point of view of Finnish forestry, forming the basis of the 

whole forest sector in Finland, which covers several industries from paper production to making 

xylitol – not forgetting the high level of education, research, and development as well. No matter 

where or for what purpose the roundwood is used – manufacturing paper or paperboard, timber or 

plywood, power production, xylitol, construction or other forest products – it must be first harvested 

and then delivered on-site (Figure 1-3). This logistic chain needs many skilful professionals from 

many different sectors in order to maintain its competitiveness on a global scale. 

 

 

Figure 1-3. From forest to paper. 

 

Growth  itself  is  important  for  the  economy  and  its  growth,  employment  and  competitiveness.  

Growth  is  a  very  important  field  to  study  because  much  of  the  new  job  creation  comes  from  the  

growth of existing establishments rather than from new ones (North et al. 1992; Davidsson et al. 

1993; Wiklund 1998, 1). After the economic decline in the 1990s, many of the new jobs in the 

forest industries were created by growing businesses in small and medium sized companies 

(Mäkinen et al. 2002). The importance of growth companies has also been noted by government. 
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Prime Minister Matti Vanhanen’s government started to support growing companies more through 

new policy programs in 2003 and 2007 (KTM 2007; Valtioneuvoston kanslia 2007). In 2008, there 

were approximately 262,000 companies in Finland, of which 11,102 or 4.38% were considered as 

“growth firms1” (TEM 2009). Only 0.75% of all the companies grew over 30% a year for at least 

three years (Table 1-1). It is important for the economy that there be companies which are growth-

oriented and growing, developing, modernizing, employing and increasing well-being. The 

dynamics of our national economics require innovations and productivity, i.e., growth firms (Rainio 

2009). Entrepreneurship and growth are now central concerns of policy-makers around the world. 

 

Table 1-1. Growth firms based on their turnover growth and their ratio of all firms in 2007 (EK, 

Statistics Finland, Business register) 

  Number of growth firms Ratio of firms, % 
Over 10% growth 11,102 4.38 
- Turnover over EUR 1.7 million 909 0.36 
- Turnover EUR 1.7 million or less 10,193 4.02 
Over 30% growth 1,908 0.75 
- Turnover over EUR 1.7 million 95 0.04 
- Turnover EUR 1.7 million or less 1,811 0.71 
 

There are many reasons why growth is such a current topic at the moment in the forest machine and 

timber haulage sectors. The growth opportunities in these sectors results partly from a similar 

reason for the large timber procurement companies in Finland beginning to outsource more of their 

activities to so-called key, area or star entrepreneurs,2 which have taken on increasingly larger 

segments of the business in Finland. The workload of entrepreneurs has been rising in the 21st 

century and they also have the opportunity to create larger and more versatile contracts (Piirainen 

2009, 2). The contracts were smaller decades ago and customers did not support growth, preferring 

                                                             
1 A growth firm is defined as a firm that has increased its turnover at least by 10% annually. 
2 Key, area and star entrepreneurs mean practically the same thing. The terms vary according to company practice. 
Metsäliitto Group uses “area entrepreneur”, UPM uses “key entrepreneurs” and Stora Enso uses the term “star 
entrepreneur”. 
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smaller entrepreneurs. The situation has almost reversed since which is changing the structures of 

these sectors. Large companies are no longer considered a threat by large timber procurement 

companies, but effective and time saving options as larger (and fewer) contracts can be negotiated. 

This situation is quite new for entrepreneurs in these sectors. Many of whom are facing the question 

which they might have never thought before: should I expand my business? 

 

The forest machine and timber haulage sectors have some similarities and their businesses are 

clearly related to each other in terms of roundwood from the forests to customers. Both these 

sectors are driven by small entrepreneurs, are both involved with roundwood primary production, 

have the same customers, and relatively large investments are needed for machinery3. However, the 

operating environments within these sectors are completely different. Information from one sector 

cannot be applied to another. Therefore, in studying growth, it is essential to treat these sectors 

separately as is done here. This also brings some synergy advantages to studying growth; there are 

entrepreneurs who operate in both sectors at the same time and entrepreneurs in both have growth 

opportunities  at  the  same  time.  Moreover,  growth  in  these  sectors  has  been  never  studied  before,  

which increases the relevance of this study. The question of whether one should expand a business 

is very complex. There are many aspects that should be taken into account but, most importantly, 

growth must be profitable. In other words, if growth cannot produce profit, one should not grow. 

 

There may be two companies in front of you which both look the same: they may both 

have as many employees and as much machinery and they may have been founded in 

the same year. Their financial situation may be like night and day, as one may be 

highly profitable and the other on the edge of bankruptcy. 

                                                             
3 Harvesters can cost up to EUR 400,000 and forwarders and timber haulage trucks hundreds of thousands of euros 
with all necessary equipment. 
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- Pekka Mäkinen4 

 

1.2 The purpose of the study 

 

The purpose of this dissertation thesis was to study and to produce information about growth-

oriented companies in the timber haulage and forest machine sectors, the main focus being growth 

and profitability. In addition, another main aim was to provide information for researchers, policy-

makers and actual practitioners, i.e., entrepreneurs, about growth and its implications. The idea was 

to  determine  how  companies  grow  in  these  sectors,  what  results  different  growth  strategies  bring  

and  what  the  entrepreneur’s  role  in  it  is.  As  the  entrepreneur  is  naturally  the  head  of  his/her  

company, the entrepreneur’s role in growth was also investigated. Other essential questions this 

study aimed to answer were: 

 

 What kind of growth occurs in these sectors? 

 Is it profitable to grow? 

 If so, how? 

 Why do some entrepreneurs grow more profitably than others? 

 What are the key factors in growth? 

 What should be taken into account in matter to grow? 

 What are the key entrepreneurial traits? 

 What is the practical advice for entrepreneurs who are considering growth? 

 How can different growth theories be applied to these sectors? 

 What special characteristics do these sectors have that should be taken into 

account in considering growth? 
                                                             
4 Prof. Pekka Mäkinen, University of Helsinki. 
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These aims are further discussed in the four publications (Publications I-IV) this dissertation 

consists  of  (see  Appendices).  Publications  I  and  III  discuss  the  forest  machine  sector  and  

Publications II and IV discuss the timber haulage sector. Despite these sectors working hand-in-

hand,  they  are  dealt  separately  because  of  their  differences,  and  a  different  viewpoint  was  taken.  

Possible similarities and dissimilarities in growth were also discussed. 

 

1.3 Growth and growth-orientation 

 

According to Wiklund (1998) growth is a process of changing size. Growth, a normal process for a 

company, which occurs whenever conditions are favourable, according to Penrose (1959) in whose 

view, one main focus in growth is the company’s resources and their multifunctionality. Resource 

allocation made by the company management can provide growth, but at the same time 

management also provides the limits to growth. Moreover, Davidsson (1989) argued that to the 

extent that an owner-manager has a choice, opting for growth is more entrepreneurial than not doing 

so when both alternatives are feasible, just as starting a firm is considered more entrepreneurial than 

not starting one. This, from the point of view of this study, was an obvious distinction between 

entrepreneurs and contractors in the sectors under investigation. Although growth is important and a 

key factor of entrepreneurship, it should be noted that only a minority of small companies grow – 

the majority do not. 

 

Growth is a big decision for the entrepreneur. Growth is a process of change in which management 

and leadership must be converted to be appropriate for the future growth strategy. Converting the 

company management and its culture is always difficult and needs a lot of effort, especially in 

companies that are older and have settled systems, policies and hierarchy. Strategic, organizational 

and human resource decisions made by management, which lie at the heart of enterprise 
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performance (Augier and Teece 2009), are also key factors in growth. Inappropriate resource 

allocation in growth is something small companies especially cannot afford as they usually do not 

have large financial reserves to back them up. 

 

Growth orientation refers to company’s management (i.e., the entrepreneur) and their motivation 

and abilities to expand the business. Laukkanen (2007, 17) states simply that growth oriented 

entrepreneurship is business which is driven by a conscious aspiration to grow quantitatively and to 

create wealth. According to the Finnish Limited Liability Companies Act 5  (624/2006), “The 

purpose of a company is to generate profits for the shareholders, unless otherwise provided in the 

Articles of Association.” Since companies and entrepreneurship exist only to identify opportunities 

to make money. Growth oriented entrepreneurs can be defined as entrepreneurs who are running 

their businesses expansively. Sometimes the best way to identify such companies is based on their 

actual historical growth (Laukkanen 2007, 18). This method was used to determine growth oriented 

companies in this study. 

 

1.4 What is an SME? 

 

There are many ways to define the terms firm (or company or enterprise), micro enterprise, small 

enterprise, medium-sized enterprise, entrepreneur, entrepreneurship, venture, and SMEs (small and 

medium sized enterprises). The term entrepreneurship will be discussed later on in Chapter 2.1. 

According to the definition in the European Commission (2003) recommendation 2003/361/EC, an 

SME employs 10-249 people, its turnover is EUR 2-50 million or its balance sheet total of EUR 2-

43 million. In addition, companies which employ less than 250 people can be categorized into three 

groups (Table 1-2). Companies which employ 250 people or more are considered as large 
                                                             
5 Osakeyhtiölaki. 
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enterprises. Medium-sized companies employ between 50 and 249 people and small companies 

between 10 and 49 people. Companies that employ less than 10 people are considered micro 

enterprises. These definitions are also used in Finland. 

 

Table 1-2. Further SME definitions in European Commission 2003/361/EC. 

Company category Headcount Turnover or Balance sheet total 
medium-sized < 250  EUR 50 million    EUR 43 million 
small < 50  EUR 10 million    EUR 10 million 
micro < 10  EUR 2 million    EUR 2 million 
SME 10-249 EUR 2-50 million   EUR 2-43 million 
 

Companies which employ less-than 5 persons represent 86.1% of all the companies in Finland and 

employ 16.4% of the labour force. SMEs represent only 6.6% of the companies, but employ 37% of 

the labour force (Laukkanen 2007, 20). This represents quite an average company structure by EU 

standings. Of course, there are variations between countries and, for example, the proportion of 

SMEs  in  the  Netherlands,  Ireland,  Great  Britain,  Germany  and  Denmark  is  9 12%  of  all  

companies, which is almost twice as much as in Finland (and in the average EU country) 

(Schmiemann 2006). 

 

1.5 Why do firms grow? 

 

According to some authors, "growth is the very essence of entrepreneurship," and commitment to 

growth is what primarily distinguishes small business owners and entrepreneurs (Papadaki and 

Chami 2002, 3). Beyond the start-up and survival phases of a company’s life lies the potential for 

growth and expansion, but not all entrepreneurs choose this path. One factor explaining the 

presence or absence of growth is the entrepreneur (Liang et al. 2007; Penrose 1959, 5). As 
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mentioned in Chapter 1.1, the growth of firms is important for the economy. However, this does not 

explain why firms  grow.  The  question  that  needs  to  be  answered  is  “What  is  in  it  for  them  

(entrepreneurs)?” 

 

In  itself,  the  word  “growth”  refers  to  change  in  size  or  magnitude  from  one  period  of  time  to  

another (Wiklund 1998, 12). Growth occurs when 1) motivation exists, 2) profitable opportunity 

exists and is discovered, and 3) adequate strategies and resources exist or are acquirable. Growth is 

organizing resources so that a profitable opportunity can be exploited. Although an opportunity for 

entrepreneurial profit might exist, an individual can earn this profit only if he or she recognises that 

the opportunity exists and has value (Shane and Venkataraman 2000). Wiklund (1998, 265) 

emphasizes the significance of abilities, available resources and motivation in growth. If an 

entrepreneur has no motivation and no resources, growth has no prospects (Figure 1-4). In addition, 

Wiklund (1998, 259) has stated that motivation is “more important than any personal abilities” in 

terms of small business growth. 
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Figure 1-4. Wiklund’s four types of firms in relation to the entrepreneur’s ability and motivation to 

grow (1998, 264). 

 

According to Wiklund (1998), there is a strong relation between financial performance and growth. 

In other words, growth means more money in most cases, which is naturally a possible motivator 

for any entrepreneur to grow his or her firm. “As firm size and age increase, the adverse impact of 

lack of growth on firm survival is reduced” (Gilbert et al. 2006, 927). This is one of the strongest 

motivational factors for small business managers (entrepreneurs) to seek growth. Additionally, for 

larger  firms,  it  is  easier  to  divest  resources  such  as  employees,  and  thus  survive  crises  (Wiklund  

1998, 260). Therefore growth may also be a survival strategy for small businesses. 

 

Moreover, growth is an important precondition for a firm’s longevity. Negative growth of an SME 

is often a sign of problems, while stagnation, the situation in which growth has stopped, is usually 

indicative of problems that a firm will face in the future (Pasanen 2006, 6). Achieving a higher net 

value for the firm can be regarded as a motive for growth (Pasanen 2006). Moreover, the financial 

theory suggests that maximizing wealth is every company’s ultimate aim. Indeed, if growth can 
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reduce risk it will also raise the company’s net value by reducing its risks. This naturally demands 

that growth be well planned and executed on a long term basis. 

 

Beside the entrepreneur himself, markets also have an influence on how firms behave. Companies 

drive markets as well as markets drive companies (O´Gorman 2001). Organizational structure and 

resource qualities might well explain why other firms perform better than others (O’Gorman 2001). 

The  industry  position  of  a  firm  has  certain  driving  effects  on  the  growth  of  a  firm  (Autio  et  al.  

2007). If a particular industry sector happens to grow, a firm in that industry is likely to feel the 

pulling effect as the industry “makes” the firm grow with it (Miettinen 2009, 21). However, firms 

still do not grow automatically: the entrepreneur himself must feel the pull and see profit 

opportunities in order to grow. 

 

Davidsson (1989) noted that it is assumed as an axiom in economic theories (such as the 

neoclassical theory) that profit maximization is the only reason for growth. Economic theory is 

mainly based on rationalism, but individual entrepreneurs can make even large decisions based on 

their “hunch” or feeling or just take a chance. Not every entrepreneur decides to grow and not every 

entrepreneur recognizes the same profit opportunities. In fact, there are many reasons for an 

entrepreneur to run and grow a business (e.g., Davidsson 1989; Jennings and Beaver 1997; Brush 

1992; Bakkenes and Snijders 2006) which emerge from the entrepreneur’s own personal goals 

many which of may have nothing to do with money and which are usually not discussed much in 

the literature. It could be stated that of course everybody acts rationally – it just means very 

different things to different individuals and results in different actions and outcomes. In static 

economic  theories  the  main  assumptions  affecting  growth  are  the  shape  of  cost  functions  and  the  

idea  of  profit  maximization.  A  firm  will  grow  until  it  has  reached  the  size  at  which  long-run  

marginal costs equal price, which is assessed as the "optimum" size of the firm (Papadaki and 
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Chami 2002). Products and services require different kinds of skills, knowhow, labour and other 

resources. These who can manage these most effectively can produce the greatest output. Papadaki 

and Chami (2002) remind us that company expansion will be limited by decreasing effectiveness of 

the entrepreneur as the scale of the firm increases. In other words, the entrepreneur is not able to 

control everything in a large company on the same scale as in a smaller company. In conclusion, the 

reason why entrepreneurs decide to grow is not straightforward. There are many factors behind the 

growth decision, of which the six most commonly used in the literature are profit maximization, 

survival, markets, willingness to grow (growth motivation), the entrepreneur’s (managers) abilities 

and the need for achievement.6 The real reason for an entrepreneur to grow a business varies greatly 

between individuals. 

 

1.6 Terminology 

 

This study contains many similar terms referring to business and size because different terms are 

used in the literature. Terms such as firm, company, SME, enterprise, new venture and organisation 

refers to one company and its resources. The terms entrepreneur, owner-manager and contractor 

refer to that person or those persons who are responsible for running that business and its decision- 

making. The terms company, firm, venture and enterprise are usually used in business growth 

theories and literature. 

 

Some might also wonder why this study deals with “entrepreneurs” and not “contractors”. 

“Contractor” is a widely used term in the literature on both these sectors, but the reason why this 

                                                             
6 According to McClelland’s need for achievement theory (1961), individuals differ in the degree to which they strive 
for achievement satisfaction. In other words, entrepreneurs strive for personal satisfaction rather than profits or 
rewards. 
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study deals with entrepreneurs is the way these companies are managed. There is a huge difference 

between the forest machine contractor who owns only one machine, who has only one employee 

and who has only one contract and a forest machine entrepreneur who has several forest machines 

and employees, several contracts and who is consciously trying to develop his/her business. Both of 

these sectors in this study are full of contractors, but this research focuses on entrepreneurs, whose 

number is much fewer. The idea was to make a clear distinction between the entrepreneurs and 

contractors of the sectors. 
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2 Theoretical framework 

2.1 Entrepreneurship 

 

Definitions of the term entrepreneur are plentiful. Richard Cantillon (1755) was one of the first who 

recognised the crucial role of entrepreneurs in economic development. Entrepreneurship and small 

firm studies are rather new fields as they started to emerge as a separate field of research as late as 

1970s. According to Shane and Venkataraman (2000), “entrepreneurship is concerned with the 

discovery and exploitation of profitable opportunities”. Entrepreneurship has since evolved into a 

broad and complex phenomenon with no clear borders even today. In recent years, the entrepreneur, 

female entrepreneurship, family business, franchising, entrepreneurship in developing counties and 

rapidly-growing companies have attracted much attention in entrepreneurship research. 

 

Today, two major scholars in entrepreneur opportunity discovery are Schumpeter (1934) and 

Kirzner (1973). Schumpeter focused mainly on two things: creative destruction and innovation. He 

claimed that entrepreneurship is “carrying out new combinations”. Schumpeter realized the 

importance of entrepreneurship in an economy and promoted it as an important factor contributing 

to economic development. His best-known concept was “creative destruction”, which refers to 

capitalism in which ‘new’ is created through the destruction process of the ‘old’. The main idea was 

that innovations destroy old habits and ways just as mobile phones are replacing landline phones 

and their markets. 

 

Kirzner (1973), who argued that the discovery of opportunities is the core issue of entrepreneurship 

one  of  the  most  important  entrepreneurial  features  is  the  ability  to  identify  and  exploit  profit  

opportunities that others miss. “I view the entrepreneur not as a source of innovative ideas ex 

nihilo, but as being alert to the opportunities that exist already and are waiting to be noticed” 
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(Kirzner 1973, 74). This is called as entrepreneurial alertness (EA). In other words, EA tries to 

explain why some discover opportunities better than others. Kirzner also emphasized the 

importance of entrepreneurs in the economy. Entrepreneur occupies a very important position 

within the market process, as they are the equilibrating forces in the market process (Kirzner 1973, 

73). The main idea is not to destroy markets but just to make things different, like adding a touch 

screen to mobile phones which is interesting for a particular group in the market. 

 

Kirzner focused on individual (entrepreneurial) action and alertness in opportunity recognition; 

Schumpeter focused on the market process and innovation. Today, many studies have noted that 

despite some researchers claim that either the Schumpeterian or Kirznerian perspective explains the 

existence of entrepreneurial opportunities, they can be present in an economy at the same time 

(Shane and Venkataraman 2000; Gick 2002; De Jong and Marsili 2011). According to Shane 

(2003), their disequilibrating nature should make Schumpeterian opportunities more valuable (as 

well as rarer) than Kirznerian opportunities. As with entrepreneurs, they who actively search for 

innovation and are more strongly oriented towards growing their ventures are more likely to 

identify and exploit Schumpeterian opportunities. Entrepreneurs, who are more likely to identify 

and exploit Kirznerian opportunities are vice versa passively alert and the discovery of valuable 

opportunities always takes entrepreneurs by surprise (De Jong and Marsili 2011). Table 2-1 shows 

how Schumpeterian and Kirznerian perspectives see opportunities. 

 

Table 2-1. Schumpeterian versus Kirznerian opportunities (Shane 2003, 21). 

Schumpeterian opportunities Kirznerian opportunities 
Disequilibrating Equilibrating 
Requires new information Does not require new information 
Very innovative Less innovative 
Rare Common 
Involves creation Limited to discovery 
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In this study, the perspective on opportunity discovery is more Kirznerian than Schumpeterian (see 

e.g., Shane and Venkataraman 2000; De Jong and Marsili 2011). In both the forest machine and the 

timber  haulage  sector,  the  market  situation  is  more  likely  to  be  equilibrating  (customer  –  

contractor), new information and high innovativeness is not needed for survival or market entry (an 

exactly  similar  new  company  could  probably  do  as  well  as  a  company  that  already  exists  in  

markets),7 opportunities are frequent and do not require much creation, but discovery (contract 

tender). This does not exclude those Schumpeterian opportunities completely, but makes Kirznerian 

opportunities much more common and relevant from the present point of view - Schumpeterian 

perspective example in forest machine sector occurred in between the 1960s and the 1980s when 

forest machine entrepreneurs started to replace forest workers on a large scale. 

 

2.2 Growth perspectives 

 

The growth of a forest machine entrepreneur or timber haulage entrepreneur has not been studied 

before. Many studies do discuss forest machine and timber haulage entrepreneurs from other 

perspectives than growth (see e.g., Mäkinen 1993a; 1993b; 1997; 2001; Kärhä 2004; Väkevä 2004; 

St-Jean et al. 2010). However, there are many articles and empirical studies that discuss the growth 

and profitability of small companies and companies in general. It could be said that the history of 

modern company growth studies began in 1959 when Edith Penrose published her seminal book 

The Theory of the Growth of a Firm. This was the first theory that discussed the growth of the firm, 

and is considered by many scholars in the strategy field to be the seminal work that provided the 

intellectual foundations for the modern, resource-based theory of the firm (Davidsson et al. 2002). 

However, general firm growth theories are bread and cannot be applied to small firm growth 

                                                             
7 Of course the know-how and networks have a lot of weight. 
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successfully as such. After all, Simon (1996) and Aykol (2006) stated that small firms are not small 

large  firms.  Small  firms  have  their  own  dynamics,  which  differ  from  those  of  large  firms.  More  

focused scholars on firm growth started to evolve later on. Today, studies of firm growth are 

probably more important than ever and are no longer in short supply. 

 

Academic studies of small firm growth began around the 1980s. Since then, there has been 

increasing interest in the subject (see Andersson and Tell 2009). Because the field of 

entrepreneurial growth is relatively new, the theoretical basis has until now been rather fragmented 

and based on a multitude of approaches (Saemundsson 2003). Because of this, several theoretical 

perspectives on entrepreneurial growth have been created and debate over these is likely. The 

approach selected has an impact on what perspectives are the most suitable for the material in 

question. According to Bhidé (1994), Wiklund (1998), Davidsson and Delmar (2003) and Iakovleva 

(2002), there are six basic perspectives on growth that are used widely in entrepreneurship studies: 

 

• The population ecology perspective 

• The behavioural and psychological perspective 

• The resource-based perspective 

• The strategic adaptation perspective 

• The life cycle perspective 

• The network perspective 

 

The population ecology theory has been influenced by Darwin and evolutionary theory in terms of 

trying to apply nature’s “struggle for existence” to business. The population ecology theory assumes 

that the environment changes and organizations (companies) must fight against inertia which limits 
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their capability to adapt to these changes (Hannan and Freeman 1989) 8 . This perspective, 

introduced in 1977 by the seminal work of Hannan and Freeman, has since become a key field in 

organizational studies. The theory is mainly meant to examine the birth and mortality of 

organizations statistically. The theory also deals with environmental conditions and their changes. 

The theory helps to analyse population in similar environments, and through that, the vitality of a 

(businesses) population by measuring birth and mortality rates. According to Hannan and Freeman 

(1989) the environment demands change, and those who act on the conditions of its environment 

are “selected” to survive. In rapidly changing environment companies should ‘let go’ of their 

history and face the new future. The population ecology perspective has been adapted considerably 

in strategy oriented small business performance studies (Brush and Chaganti 1997). 

 

The behavioural and psychological perspective focuses on the human resources of entrepreneurs 

and on the dynamicity of their effect on the performance of the venture (Davidsson and Delmar 

2003). This perspective has been popular among researchers, and there are extensive studies on this 

topic. The psychological link between the entrepreneur’s abilities and actions and company success 

is a complex but crucial phenomenon. The behavioural and psychological perspective assumes that 

some people have characteristics and attitudes that enhance entrepreneurship (Papadaki and Chami 

2002). The main debate about this perspective is whether it is the entrepreneur’s abilities and 

characteristics that provide success or whether there are some other factors. For example, Fisker 

(2004, 47) states that they possess unique personality characteristics which increase the likelihood 

of becoming a successful entrepreneur. Probably the most frequently examined characteristics in 

this sense are the need for achievement, the locus of control and the risk-taking propensity. The key 

assumption of the behavioural and psychological perspective, especially from the point of view of 

successful entrepreneurship, is that particular characteristics are more meaningful than skills 
                                                             
8 A physics term: things (or organizations) like to keep on doing what they are already doing. Organizational inertia 
refers to a situation where successful companies stay successful and less successful companies must fight against 
inertia to change. According to Hannan and Freeman (1989) inertia means the difficulty of change. 
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obtained through experience, education and the like (Fisker 2004, 47). Despite the large amount of 

research and interest in this aspect, the behavioural and psychological perspective has been 

extensively criticized. First of all, it is based on many assumptions and does not consider the 

importance of resources and opportunities. According to Davidsson (1991) and Delmar (2000), 

research findings have been inconsistent and contradictory, as well as lacking external variables that 

have an impact on entrepreneurial success. Delmar (2000) argues that personality traits do explain 

success but only a minor proportion of it. Moreover, criticism is often based on the fact that even 

today little is known about the complexity of entrepreneurship and even less about how successful 

entrepreneurship emerges. Based on the amount of research done from this perspective, it could be 

claimed  that  it  is  enough  that  this  method  might  explain  only  a  minority  of  the  complex  

entrepreneurial behaviour. 

 

The resource-based perspective or the resource-based view (RBV) tries to explain strategic 

resources through which the company has gained and sustained its competitive advantage. The 

RBV was introduced by Birger Wernerfelt in 1984 in his article A Resource-Based View of the 

Firm. According to Fahy (2001), elements of this view can be traced as far as the 1930s to the work 

of Chamberlin (1933) and Robinson (1933). The resource-based view has been developed ever 

since by researchers, theorists and economists and has gained more dimensions. The contribution to 

RBV by Penrose (1959) was – among other things – the nature and role of the firm’s resources such 

as the entrepreneur who is seen “simply” as a firm’s resource. Services yielded by resources are a 

function of the way in which the resources are used, in that, precisely the same resource used for 

different purposes or in different ways or in combination with other resources provides a different 

service or set of services (Penrose 1959, 25). 
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The resource-based view has been a common interest in management and entrepreneurship research 

and there is much literature on it (see e.g., Penrose 1959; Wernerfelt 1984; Barney 1991; Fahy 

2001, Kraaijenbrink et al. 2010). It is also claimed by many researchers and economists to be the 

most relevant theoretical approach in strategic management (e.g., Rumelt 1984; Wernerfelt 1984; 

Barney 1991; Kraaijenbrink et al. 2010). According to Dollinger (1999), RBV not only explains the 

creation and management of small business but also how the business is run and built from 

resources. Building a business includes company resources and their use, but acquisition of 

resources that management think are vital from the point of view of running a business or growing a 

business  and  that  firm  otherwise  lacks  as  well.  This  means  that  the  potential  of  a  firm  cannot  be  

measured by what resources a business owns but by what resources it is capable of acquiring as 

well. Moreover, Penrose (1959, 75-76) emphasizes that RBV does not view the company simply as 

a collection of capabilities, but assures how those resources are used: “It is the heterogeneity, and 

not the homogeneity, of the productive services available or potentially available from its resources 

that gives each firm its unique character.” The RBV is broad because it is possible to include other 

perspectives in it as a part of the analysis. According to RBV, the true value of resources is up to the 

management and how they (the resources) are allocated. The RBV has also faced much criticism 

which Kraaijenbrink et al. (2010) has compiled extensively. 

 

The strategic adaptation perspective suggests that the key to entrepreneurial success lies in the 

decisions of the individual entrepreneurs who identify opportunities, develop strategies, assemble 

resources and take initiatives (Low and MacMillan 1988). Strategy is usually defined as a 

company’s adaptation to the environment (Porter 1985). There is a similarity to the population 

ecology perspective from the point of view of the role of the environment in entrepreneurship. 

However, the strategic adaptation perspective is more concerned with opportunities that the 

environment creates. Low and MacMillan (1988) suggest that the strategic adaptation perspective 
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in entrepreneurship emphasizes the freedom of the individual to make decisions involving the 

identification of opportunities and the assembly of resources to exploit those opportunities. They 

suggest that strategies must be adapted to goals and to the opportunities that environment offers, 

which is probably why many authors call this perspective the proactive perspective. Because of the 

opportunity-based viewpoint of this perspective, it has often been adapted to the identification of 

key factors in new ventures and entry strategies (see e.g., Vesper 1980; Roberts 1983). Again, this 

perspective has provoked criticism for its generalisations because of the complexity of 

entrepreneurship and the diversity of firms. 

 

The life-cycle perspective, which is concerned with the need for change and how that change affects 

the  firm  and  its  characteristics,  is  based  on  the  work  of  Kimberly  and  Miles  (1980),  who  saw  

organisations going through different stages of life. In the life-cycle model, the firm is assumed to 

grow in a step-like growth curve where every step is “upsloping”. A firm experiences evolutionary 

growth which is followed by a revolutionary pulse that accelerates growth speed (Gray and Ariss 

1985; Kazanjian 1988). According to this perspective, the growth curve of the firm is punctuated 

with periods of slow and high growth and crisis, where the firm needs to change in order to survive 

(Figure 2-1). Change is a key for a firm to survive as the environment changes in cycles and the old 

strategy and business culture becomes inappropriate (Galbraith 1982; Ferreira 2002). The 

environment brings needs to change and, like not growing, growth brings problems to be solved. 

The configuration usually refers to relationships between size, age, strategy, organization structure 

and environment (Ferreira 2002). 
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Figure 2-1. Organizational life cycle (Gray and Ariss 1985). 

 

The  network  perspective  is  relatively  new  in  the  field,  but  is  gaining  momentum  in  terms  of  

published works. The main interest is the size and composition of formal and informal networks 

that the entrepreneur possesses. The usage of networks is also meaningful, as the possession of 

networks becomes meaningless if they are not used or exploited. Networks are especially important 

in situations where there is a change; for example, when more resources are needed for growth (Bell 

et al. 2003; Loane et al. 2004). It has been found in many earlier studies that since network size 

correlate with entrepreneurial and new venture performance, the role of networking is crucial in 

entrepreneurial success (see Stam and Elfring 2008). Stam and Elfring (2008) also noted that 

networks encourage the creation of more social capital in terms of social event invitations, which 

helps to create new networks and possible new contracts.  This could be stated as a positive social  

capital cycle in which openness and social contacts create new social contacts, which offers 

opportunities which offers new contacts, and so on. 
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A universal explanatory model for firm growth has been sought throughout the history of 

entrepreneurial research. This kind of a model has not been found (Miettinen 2009, 12-13). One key 

question in this kind of discussion is whether it can ever be found. In addition, many factors both 

encourage and limit the success of an organization from outside the firm, including competition, 

technology and government regulations, and inside the firm, including financial situation, products 

and entrepreneurial abilities. To create competitive advantage is not a question of what resources an 

organization possesses, but what people do with them (Fransson and Frendberg 2008, 1). It is stated 

in several studies that a single “growth mould” or “growth map” can never be found because of the 

disparate nature of companies, goals and the skills that entrepreneurs possesses, as well as 

companies different internal strengths. 

 

2.3 Integrated growth models 

 

As noted in the previous chapter, many perspectives been criticised for trying to explain a large and 

complex phenomenon from a single point of view. Even though these perspectives have managed 

demonstrate out important factors in entrepreneurship and entrepreneurial success, they are not 

sophisticated enough alone. The academic is now trying to integrate these findings into a more 

comprehensive model. Many so-called integrated growth models now focus on firm growth and 

incorporate various perspectives. The process of growth and other key factors of growth have 

attracted much attention (Ala-Mutka 2003; Rönkkö and Mutanen 2008; Miettinen 2009; Zhou and 

de Wit 2009). 

 

The model chosen plays a large role in academic small firm growth research. Especially in 

empirical research, it is essential to use a relevant model so that it can be applied to the material. 

According to Wiklund (1998, 52), the difficulty of choosing the model arises partly from the fact 
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that models are usually too advanced and sophisticated for empirical material and research. As 

already mentioned, there are also many perspectives to choose from. While these perspectives taken 

together create a comprehensive view of a firm’s growth, each is rather focused on a particular 

feature, and further, each perspective provides only a part of the puzzle. Single growth perspectives 

are being greatly criticized because they may choose just one point of view, leaving other important 

explanatory factors outside. One perspective does not cover the whole multidimensional and 

complex phenomenon called growth. 

 

This has been noticed by researchers, who have begun to integrate these perspectives in order to 

construct models which include multiple features instead of just one. Jovanovic (1982) created one 

early integrated model, focusing on the learning process of the firm in growth as well as on firm 

entry  and  exit.  Firms  that  have  the  ability  to  learn  are  those  which  will  survive  and  grow,  just  as  

those which are not learning will shrink and exit (Jovanovic 1982). Davidsson’s study (1989) arised 

important questions and more interest in small firm growth. Davidsson’s integrated model on small 

firm growth did not include precise growth indicators but multiple concepts to be interpret of. 

Davidsson’s model did not include any built-in explanatory variables because, he claims, the range 

of explanatory variables may be endless. Delmar (1996) focused on the psychology of the 

entrepreneur. His integrated economic-psychological model of entrepreneurial behaviour combines 

its impact and the environmental context. He argued that these factors, especially motivation, play a 

major role in entrepreneurial performance, i.e., business growth and its financials. 

 

In 1998 Johan Wiklund published the theory of small firm growth. Wiklund’s theory, entitled Small 

firm growth and performance: entrepreneurship and beyond, clearly stands apart from those of 

Penrose (1959), Davidsson (1991) and Delmar (1996), mainly because of the small firm focus and 

more strategy oriented viewpoint. Wiklund’s model is also integrated. He argues that relevant 
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theories can be classified into four kinds: the resource based, life cycle, strategic adaptation and 

motivation perspectives (the behavioural and psychological perspective). It is worth mentioning that 

none of these integrated models mentioned focuses directly on the growth-profit relationship. 

Moreover, Davidsson et al. (2005) noted that surprisingly few studies have investigated the crucial 

relationship between growth and profitability. 

 

2.4 Wiklund’s model 

 

There are now several integrated models to choose from. Storey (1994) and Wiklund (1998) note 

that the striking feature of reviews of studies of firm growth is that each only covers a fraction of 

the variables considered important in other studies, which emphasizes the meaning of choosing the 

appropriate model and adequate analysis. It also became clear at the beginning of this study that an 

integrated model must be chosen in order to create a “big picture” of small business growth in these 

sectors. 

 

There are a number of benefits arising from an integrative model. First, it helps us 

understand how previous research fits within a broader model of small business 

growth. Thus, it provides an opportunity to gauge how much we really know about 

small business growth when we simultaneously consider the constructs from the 

dominant perspectives. Second, we are able to investigate the relationship of 

constructs and small business growth, while controlling for possible redundancies. 

This provides the opportunity of better assessing the contribution of each perspective 

to our understanding of small business growth. Third, we not only investigate the 

relationships proposed within a perspective, but also relationships that only exist 

across perspectives, which further increases explanatory ability. That is, we examine 
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the indirect effects that some constructs might have on small business growth, which 

have not been adequately considered to date. Fourth, to some extent, we consider 

different levels of analysis. We look at the individual (human capital and attitudes), 

the firm (resources, entrepreneurial orientation (EO), and growth), and the 

environment (industry, task environment, and changes of task environment). This 

creates some challenges, but opens up considerable opportunities for future research. 

(Wiklund et al. 2007, 352) 

 

Because this study was based on empirical material, and because of its large quantity, this study is 

based on the small firm growth theory of Wiklund (1998). However, other theories, such as 

Penrose’s (1959) and Davidsson’s (1989) have also had their influence. Different integrated models 

have many similarities concerning key factors in growth, but one important distinguishing factor 

between them is how they are built and how adaptable they are to empirical material. McKelvie and 

Wiklund (2010) argue that most of the research has been occupied with explaining differences in 

growth across firms, not acknowledging that there may be substantially qualitative differences in 

terms of how firms go about achieving this growth. According to Wiklund (1998), there are many 

factors affecting growth, such as resources, the entrepreneur’s abilities, motivation, the environment 

and strategy (Figure 2-2). Wiklund believes that strategy is the core factor of SME growth and at 

the heart of entrepreneurship. Penrose (1959), Barney (1991) and Mahoney (1995) emphasizes that 

the  single  most  important  factor  in  the  growth  and  sustainability  of  the  firm  is  the  senior  

management team (the entrepreneur), which is responsible for the growth strategy. 
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Figure 2-2. Wiklund’s model of factors affecting small firm growth (1998, 51). 

 

As mentioned earlier, it is surprisingly difficult to find a model which focuses explicitly on small 

business growth and profitability. This is also a problem with Wiklund’s model (1998), which 

discusses the growth of a small firm in general. However, as the model is very comprehensive, there 

is no reason why it could not also be used in studies concerning the growth-profit relationship.  A 

general theory of firm growth such as Penrose’s (1959) might not be suitable for small firm growth 

study as such since it focuses mainly on larger enterprises. Moreover, Wiklund’s model is therefore 

considered the more appropriate option from among those available as it combines many relevant 

perspectives in a form suited to empirical material. After all, it became clear at the beginning of this 

study that much empirical material must be collected from a relatively small sample. It seemed 

more promising to adapt these two sectors in this model. The challenge is to find those most 

important variables influencing company success in growth. Heuristic task analysis was used to 

determining what those variables might be. 
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Federico (2010) and Davidsson et al. (2005) pointed out an important viewpoint about earlier 

growth-profitability studies in stating that that the relationship is inconclusive. Firm growth could 

bring both positive and negative results (Federico 2010). Despite the fact that Federico focused 

mainly on younger firms and Davidsson et al. mainly cited this topic, it surely is one worth noting 

in studying the growth-profit relationship as well as in considering long-lived SMEs. Bøhren and 

Mogensen (2010) studied Norwegian private firms, finding a positive and “near-linear” relationship 

between income growth and future profitability. On the other hand, they found that rapid-growth 

firms actually did worse than their competitors. Bøhren and Mogensen assumed that part of this 

income growth is due to economies of scale. Jang and Park (2011) found that in the restaurant 

industry profit creates growth but growth impedes profitability. They found that growth increases 

profitability at the time but decreases profitability after the growth. Markman and Gartner (2002) 

studied large firms, finding that an increase in sales and employment both had a weak negative 

correlation with profits. Recent studies show that the growth-profit relationship is not 

straightforward, it varying between companies, size categories and industries. There is no axiom 

related to the growth-profit relationship and more studies are needed to understand this relationship 

better. 

 

Figure 2-2 shows the theoretical framework of the study as well as its factors and phases. However, 

the figure is unable to show the weights of the different factors. In this study, more focus has been 

put  on  analysing  financial  resources  than  any  other  single  resource,  since  the  focus  was  more  

finance related. These factors have been discussed from the point of view of growth and 

profitability. Publications I and II focused mainly on financial resources, the business environment 

and growth strategies. Publications III and IV dealt more with the entrepreneur him/herself. 

Publication III discussed the entrepreneur’s abilities, strategy, motivation and other resources within 

the forest machine sector. Publication IV focused on strategic management; more precisely, long-
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term financial and strategic objectives as well as applied growth strategies in the timber haulage 

sector. Summaries and the main findings of these publications are discussed further in Chapter 5.0. 

 

Wiklund’s model (1998) has been adapted in empirical research before by Saemundsson (1999), 

Aykol (2006) and Levie et al. (2008) among others. Studies that have been influenced by Wiklund’s 

model (1998) are numerous. Saemundsson (1999), who used the model because it includes various 

perspectives, studied 364 new technology-based firms in Sweden and their growth into medium-

sized firms. He found that accepting growth was found more important than willingness to grow, as 

many  of  the  new  firms  had  no  explicit  wish  to  growth  at  the  start.  This  adaptation  of  Wiklund’s  

model to the research data can be considered successful, but he criticised Wiklund because he 

focused mainly on the individual entrepreneur and not the remaining personnel. Aykol (2006) 

investigated 221 small firms in Istanbul, Turkey. The study focused on two sectors, one of which 

was growing and the other shrinking. Aykol found that when the owner/manager perceived that the 

environment offered resources and opportunities and the market was expanding, the firms grew 

more. He also emphasized the significance of proactivity. Aykol noted that for some variables it is 

almost impossible to obtain actual data as it requires very costly and time-consuming observation. 

Levie et al. (2008) studied 418 Malaysian-owned high-tech companies and the relationship between 

entrepreneurial management and performance in growth. Levie et al. adopted Wiklund’s model in 

their study, to measure firm performance using it rather as a background to organise their sample. 

 

2.5 Individual determinants 

2.5.1 Growth strategies 

 

A  firm  can  basically  grow  in  three  different  ways:  organically,  through  diversification,  or  by  

acquisition or merger. There are advantages (opportunities) and disadvantages (risks) in each 
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growth strategy but deciding not to grow is also a risk. Entrepreneurship and risk go hand-in-hand, a 

phenomenon already noted in the first entrepreneurship study over two and a half centuries ago by 

Cantillon (1755), who stated that profits are a reward for risk-bearing. Strategies vary according to 

situations and company and there is no universal guideline on which should be used and when. 

Organic growth is the process of business expansion by increasing output, sales, or both. One trend 

in organic growth is that outsourcing has become increasingly common around the world. One of 

the greatest advantages of organic growth is that it is the most usual way to expand business 

because it is achievable by almost any SME and large company. However, when compared to 

acquisition or merger, it is usually much slower. One major disadvantage of organic growth is that it 

needs much time and effort: finance and equipment must be acquired, personnel hired and trained 

and sales conduits established. Organic growth can be achieved by 1) persuading existing customers 

to buy more products or services, 2) retaining existing customers for longer and 3) acquiring new 

customers (PWC 2010). 

 

According to Ansoff (1957), there are three types of opportunity in diversification: vertical 

diversification, horizontal diversification and lateral diversification. In vertical diversification, a 

firm can branch out, producing the components needed in the core business, while horizontal 

diversification includes introducing new products. Lateral diversification is much broader concept 

including penetration of entirely new markets. Launching a new product, changing the 

manufacturing process or expanding business into an unknown market always involves great 

uncertainty. Porter (1990) claims that as diversification demands knowledge and learning of 

something new before implementation, it almost inevitably distracts focus and commitment from 

the  core  industry.  Reasons  for  diversification  vary,  but  one  is  that  the  current  layout  not  offering  

growth opportunities or increasing the value of current products or services. However, other reasons 

exist, including the opportunity to increase productivity of current resources or to reduce costs. 
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Mergers and acquisitions are large operations in which two companies combine to create common a 

future  with  one  objective  which  effects  workers,  managers,  competitors,  communities  and  the  

economy (Sudarsanam 2003). This definition shows the great impact of mergers and acquisitions. 

Although Sudersanam focused on large company mergers and acquisitions, the definition is just as 

appropriate among SMEs – except that the impact on the whole economy is much smaller. As 

organic growth is more of an SME growth strategy, acquisitions and mergers are regarded as a large 

company growth strategy (Anslinger and Copeland 1996). Mergers and acquisitions are more rapid 

ways to grow, but they require a good financial situation, which precludes this possibility from 

many. The major pros in acquisitions and mergers are that customer relationships, networks and 

marketing channels are usually included in the deal. The major cons are that it might be difficult to 

integrate the new company and its business culture into the existing company if their business 

cultures are very different. The more detailed information about one’s future partner is available, 

the better the chance of success. Reasons for acquisitions and mergers are somewhat similar to 

diversification. Pasanen (2006) stated that among long-lived SMEs some mergers and acquisitions 

may be the only ways to grow in the same field. According to a KPMG (1999) report, as much as 

83% of mergers were unsuccessful in producing any business benefit as regards shareholder value. 

 

2.5.2 Resources and capabilities 

 

A firm is basically an assemblage of resources and capabilities. The resource-based view of strategy 

relies on the unique combination of resources and capabilities that each organization possesses 

(Collins and Montgomery 1995). The RBV suggests that an organization tries to achieve 

sustainable competitive advantage through developing its resources and capabilities. However, 

resources as such do not automatically bring value to organizations. The value of resources is 

formed when they are put to some productive use that brings value to the organization (Henry 2007, 
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127). In other words, resources must be focused on exploiting opportunities. Indeed, resources must 

be directed but not permanently. As the company’s environment changes, the management 

(entrepreneur) must be ready to reallocate its resources in order to maintain or improve its 

compatibility and market position. Of course, some resources (especially tangible resources such as 

machinery) are harder to reallocate than others. Smaller companies generally tend to be more 

flexible than larger ones. 

 

Resources do not refer to any one variable, but a variety as seen in Figure 2-1. They may be 

physical or human, i.e., tangible or intangible. The basic assumption is that a venture’s tangible and 

intangible resources are central to explaining performance and growth (Wernerfelt 1984; Iakovela 

2002; Teece 2009). Firm resources include all assets, capabilities, organizational processes, 

company attributes, information, knowledge, etc. controlled by a firm that allow creation, 

development and implementation strategies that improve its efficiency and effectiveness (Barney 

1991). However, neither resources nor the RBV are sufficient to explain entrepreneurial growth 

alone, because of their ignorance of environmental factors as well as other perspectives. The RBV 

focuses rather on a firm’s internal than external factors (Penrose 1959; Wiklund 1998, 23). 

 

According to Wiklund (1998, 58), it may be unwise to separate resources from capabilities in 

empirical research on small firms. The skills of individual employees are one type of resource that 

enhances the competitiveness of the firm. It is possible that a firm owns hidden capabilities which 

are not known by the entrepreneur and which are not exploited. In the end, it is the management’s 

(the entrepreneur’s) responsibility to define and manage those capabilities. These specific and 

related skills can also provide the competence to organise other resources, i.e., they provide the 

capabilities  of  the  firm  (Wiklund  1998,  58).  However,  this  does  not  mean  that  resources  and  
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capabilities should be dealt with as one entity; they should rather be discussed hand-in-hand as they 

represent such different viewpoints about how the firm is managed. 

 

Resources and capabilities can be linked to the company or the entrepreneur and his or her network. 

Wiklund (1998, 58) states that resources and capabilities related to the entrepreneur should be 

emphasised in small firm research, because the role of the owner-manager is essential to the small 

firm.  This  also  differentiates  small  firm  research  from  larger  firm  research.  The  work  of  Penrose  

(1959) focused more on the latter. The RBV has gained much attention from researchers, however, 

there is no one universal definition of a firm’s resources, but many different viewpoints and 

typologies. Since Penrose many later studies have concentrated on resource definition (see e.g., 

Wernerfelt 1984; Hamel and Prahalad 1990; Barney 1991; Grant 1991; Teece 2007; Wiklund 

1998). Up to a point this has created the need for small firm growth theories. In the present study, 

the typology of resources and capabilities is tied more to the entrepreneur. 

 

2.5.3 Personality traits 

 

Publication III discusses that many theoretical and applied studies concerning the traits 

characterising an entrepreneur have been done. According to it, four of the most influential 

theoretical viewpoints with respect to this study are those of Schumpeter (1934), McClelland 

(1961), Rotter (1966), and Bateman and Crant (1993). The basis of the traits theory derives from the 

fact that only a small number of individuals are entrepreneurs. In this light, it can be seen that 

entrepreneurship demands something special that differ initiates from the rest of the population 

(Niittykangas 2003). However, this view has faced much criticism, since it claims that 
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entrepreneurs are psychologically “different” from the general population (Mueller and Anisya 

2000). 

 

According to Schumpeter (1934), an entrepreneur is a person who functions as an innovator; that is, 

he or she successfully introduces new combinations to the market forces. Schumpeter argued that 

innovativeness is the single most important personality trait of an entrepreneur. Schumpeter states 

that innovativeness creates new information and new products which can revolutionise markets and 

create competitive advantage. The goal of innovation is positive change and those who are directly 

responsible for application of the innovation are often called pioneers in their field (Vimala 2009). 

Without improvements ever what meant before the creative destruction cannot succeed. In this 

process, the only losers are those competitors who cannot adapt to the new market situation. 

Schumpeter is also discussed in Chapter 2.1. 

 

McClelland's achievement motivation theory (1961) proposes that the factors influencing 

motivation are 1) willingness to take risks, 2) the need to achieve, 3) the need for power and 4) the 

need for affiliation. According to McClelland, financial success reflects success in work and 

therefore increases one's motivation for work. Every entrepreneur must take risks to some extent; 

after all, entrepreneurship is never risk-free. However, it is up to the entrepreneur how the level of 

risk involved in growth is perceived. Cunningham and Lischero (1991) argue that entrepreneurs 

should take risks to the point they think they can achieve and what can be controlled. Every 

entrepreneur sees different risks in every opportunity, and risk-taking should reflect one’s skills and 

capabilities. Indeed, McClelland (1961) also stated that achievement-motivated individuals prefer a 

moderate degree of risk. This way they believe that they can expect more influence on the outcome 

than an unknown riskier situation. 
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As McClelland focused more on risk, Rotter (1966) focused on individual psychology. Rotter's 

locus of control (1966) refers to an individual's beliefs about his/hers destiny. Rotter focused on the 

question of who individuals believe control their destiny, believing that people in general have 

either an internal (one's own personal control has the most influence on things happening) or 

external (things happening are beyond personal control) locus of control. He argued that internal 

control beliefs improve learning because they motivate individuals towards active behaviour 

whereas external control beliefs can make individual behaviour passive and hinder the adaptation of 

new information. In other words, why should one try to make things better if it has no meaning on 

the outcome? There are numerous studies stating that entrepreneur’s high internal locus of control 

has an impact on company’s success (see e.g., Entrialgo et al. 2000; Makhbul 2011). 

 

Bateman and Crant (1993) introduced the concept of proactive personality, according to which, 

proactive people ”scan for opportunities, show initiative, take action, and persevere until they 

reach closure by bringing about change.” (p. 105) Proactive people are initiatives who, after 

finding an opportunity, takes the responsibility to try to find ways to exploit it, a personality 

characteristic which is a key element in entrepreneurial success. According to Bateman and Crant 

(1993) as a non-proactive person (reactive person) mostly reacts to environmental change, a 

proactive person has an influence on the environmental change. Crant (2000) noted that a proactive 

person can also initiate proactive behaviour in an organisation. When a change is needed, a 

proactive person may challenge the prevailing status quo in an organisation in order to affect 

organisational change. 

 

“There are three types of people in this world: those who make things happen, those who watch 

things happen and those who wonder what happened.” 

     -Mary Kay Ash 



42 
 

2.5.4 Goals and objectives 

 

The prime axiom of goal-setting theory is that  specific,  difficult  goals lead to higher performance 

than when one strives to simply “do one’s best” (Locke 1966; Locke and Latham 1990). Goals 

reveal to some extent how the entrepreneur will develop his/her firm and the strategic direction the 

firm will take. According to Baum and Locke (2004), goals set by entrepreneurs themselves have a 

significant impact on success in growth. Specific goals affect the performance of individuals and 

businesses positively. Wiklund (1998, 259) states that from the point of view of small business 

growth “what i want” has a larger influence on actual outcomes than “what i know”. 

 

Firm growth is based not merely on chance, but on the management’s conscious decision-making 

and choice (Pasanen 2006). Pasanen (2006) also states that a firm can grow despite it not being the 

management’s aim, but in such a case the growth may involve more risk. If a firm achieves a larger 

size and something does not go smoothly, the entrepreneur winds up in an unfamiliar situation. 

Goals and objectives both have different magnitude and can both include different meanings. While 

there are final goals which are valuable as such, there are also goals which have instrumental value 

in achieving some other goals (Pasanen 2006). Goals are large and may include multiple difficult 

tasks. Goals can also be both short-term and long-term targets for a business. Growth itself might be 

quite a “hollow” goal, but still be a means to achieve a true goal. After start-up, the most important 

goal for any company is survival, but after that growth and profitability are the most important 

goals. Brush (1992) noted that not every entrepreneurial set goal necessarily applies to running the 

business, but can be related to other aspects of life which may be harmful for the firm. These can 

include everything from family orientation to lifestyle and egoism. For an entrepreneur, 

commitment to firm-related goals is crucial. 
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Goals can be set to achieve almost anything; they can be general even abstract, whereas objectives 

are more specific targets of performance levels involving key elements such as profitability and 

productivity targets (Zimmerer and Scarborough 1998). Two types of objective are especially 

common in organizations – financial and strategic objectives. Financial objectives include those 

associated with growth in revenue, growth in earnings, higher dividends, larger profit margins, 

greater return on investment, higher earnings per share, and so on; while strategic objectives include 

things such as larger market share, quicker operation, lower costs than rivals, higher product quality 

than rivals, and so on (Fred 2005, 134). A company always has future expectations and goals – and 

present resources. Without long-term objectives, an organization would drift aimlessly toward some 

unknown end (Fred 2005, 133). The growth objectives of SMEs usually emerge from the owner-

manager’s (entrepreneur’s) personal goals and strategic business aspirations (Poutziouris 2003). 

This means that growth objectives may in some cases be involved with the entrepreneur’s level of 

comfort, wealth and lifestyle rather than the business’s maximum potential. 

 

Goals and objectives are also important for the entrepreneur because they enable one to track the 

company’s progress. An old saying by Lord Kelvin in the 19th century, "If you cannot measure it, 

you cannot improve it", is very true in entrepreneurship today. 

 

2.5.5 Environment 

 

Factors beyond the organisation create the external environment in which the organisation operates 

(Hisrich and Jackson 1993). The operating environment has a great impact on companies and their 

opportunities. There are various sectors offering different growth opportunities. The operating 

environment varies depending on economic situation (economic upturn or downturn), legislation, 

location, competition, industry, maturity, local decision makers attitudes etc. The term environment 
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generally refers to all the circumstances the firm is operating in and is attached to. The general 

environment is often described by the so-called PESTE framework of political/legal, economic, 

socio-cultural, technological and ecological boundaries of the firm, whose impact is indirect 

(Meristö 1991, 119; Petersen 2006, 26). The future trends must also be taken into account. Growth 

environment also defines appropriate and usable strategies for SME growth. The process of 

examining this environment and adapting it to strategies is called environmental scanning. True 

environmental scanning consists of a continuing, systematic gathering of information from relevant 

sources, and summarizing this information for tactical or strategic purposes (Hisrich and Jackson 

1993, 137). The environment therefore has considerable impact on strategy, especially growth 

strategy, and environmental scanning is widely viewed as the first step in the process of linking 

strategy and environment (Karami 2008). 

 

Before an organization can begin strategy formulation, it must scan the external environment to 

identify possible opportunities and threats and its internal environment for strengths and weakness9 

(Karami 2008). As the environment changes, dynamicity is needed for survival and growth since 

the environment offers both threats and opportunities. Wiklund (1998, 238) found that small firms 

that face an environment with increasing dynamicity tend to grow faster. However, changes in the 

environment cause more uncertainty in SMEs than in large companies. According to Pasanen 

(2003, 14), SME resources for acquiring information about the market and changing the course of 

the enterprise are more limited. Large firms may even exit from a business area, but this is not 

usually possible in a single-business firm. This means that SMEs must monitor their business 

environment actively since incorrect decisions at the wrong time might drive them into serious 

difficulty. 

 

                                                             
9 SWOT analysis. 
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The competitive environment is the environment in which a company operates and competes with 

companies which have the same focus. Who survives when there are many players in the same 

market? According to Porter (1980; 1985), there are three generic strategies that a company can 

undertake to attain competitive advantage: cost leadership, differentiation, and focus (also known as 

the niche strategy). Companies that attempt to become the lowest-cost producers in an industry can 

be referred to as those following a cost leadership strategy. When a company differentiates its 

products, it is often able to charge a higher price for its products or services. A firm can attain 

competitive advantage by satisfying the needs of customers of some market segments better than its 

competitors do. These companies can be found in sectors with the least amount of competition 

(Pearson 1999). There are also many other ways to create competitive advantage. For example, 

companies (entrepreneurs) in their local market can attain competitive advantage through good 

relationships and networking with local customers and other firms. The niche strategy involves 

concentration on a single customer, product, area, distribution channel or production process (Porter 

1980; 1985). 

 

Since the late 1970s, a number of environmental characteristics have been identified in the 

literature. In fact, Jurkovich (1974) identified 64 types of environment based on dimensions such as 

complex/noncomplex, direct/indirect, organized/unorganized, stable/unstable, etc. The most used by 

researchers are uncertainty, dynamism, homogeneity, munificence and complexity (Ford and 

Slocum 1977; Dess and Beard 1984; Miller 1987). The effect of the environment and its 

fluctuations can be more crucial for small companies than large ones – both good and bad in terms 

of threats and opportunities offered. In other words, those companies which can adapt to the 

changing environment and its demands can survive. Very large companies can have an effect on 

their competitive environment and therefore reduce its threat – conversely to small companies. 
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3 Materials 

 

The study focused on the largest limited forest machine companies and timber haulage companies 

which have had growth in turnover from 2001 to 2006, and which supplied financial statements for 

the period in question. The growth of a company can be measured in many ways, but it is generally 

agreed that growth in sales is the one most universally applicable (Davidsson et al. 2005). The 

research focuses on the largest limited companies because they often have more easily accessible 

material and because small one-machine companies are not necessarily even interested in growth. 

The sample includes 32 of the largest forest machine companies and 30 of the largest timber 

haulage companies in Finland. The study included two steps, the first of which focused on the 

financials and the second combined these with strategies and other internal company resources. 

 

The first phase of the study focused on companies’ financial resources. Financial statements from 

2001 to 2006 from the selected companies were retrieved from the National Board of Patents and 

Registration of Finland (Patentti- ja rekisterihallitus). Only a few of the entrepreneurs, however, 

were not able to supply financial statements for one or two years. Financial statements were run 

through the Navita program, which calculated various financial figures from them such as growth-

rate, equity ratio and net profits10. 

 

In the second phase of the study, more material from the selected companies was collected by 

entrepreneur-interviews. A total of 23 forest machine entrepreneurs and 23 timber haulage 

entrepreneurs agreed to be interviewed. This meant a response percentage of 72 and 77 respectively. 

Not all the entrepreneurs wanted to be interviewed or the time. The entrepreneurs were interviewed 

personally in autumn 2008. The questionnaire included about 85 questions (depending on how this 

is calculated) and nine different sections which covered company resources, entrepreneurial abilities 
                                                             
10 Navita Yritysmalli, Version 2.0.563. Teemuaho Oy 2008. 
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and motivation, business and competition environment, strategy, growth and future plans. Most of 

the questions were open-ended. Questionnaires for the entrepreneurs in both sectors were quite 

similar. However, some modifications were included that made the questionnaires more appropriate 

for each (Appendix I and II). Company financial statements of the 23 forest machine entrepreneurs 

and 23 timber haulage entrepreneurs interviewed from the years 2001 to 2007 were also taken into 

account to determine the financial success of the growth. Financial statements from 2007 were 

added to the second phase as they were available. Those companies whose entrepreneurs were not 

interviewed were not included in the second phase of the study. 

 

The period selected was rather challenging for companies in these sectors in Finland but at the same 

time it offered opportunities. In the middle of 2000, the whole Finnish economy was shaken by the 

burst of the so called “IT-bubble”. After this, the Finnish economy grew strongly during the whole 

period from 2001 to 2007 and total commercial felling stayed at a quite steady level of 54 million 

cubic metres per year (Figure 3-1). In 2005, there was a 1.5 month long paper mill strike, which 

naturally reduced the workload of forest machine and timber haulage sectors for that period. Such 

special situations are challenging time for entrepreneurs as, naturally, wages must be paid while 

machinery remains underemployed. 
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Figure 3-1. Total commercial fellings in Finland, 2000-2008 (Mäki-Simola and Suihkonen 2010). 

 

The whole research sample is rather small as is the number of entrepreneurs compared to the 

number of entrepreneurs in these sectors. In addition, both forest machine companies and timber 

haulage companies are located at great distances all over Finland and personal interviewing is quite 

expensive and time consuming. However, despite the 32 forest machine entrepreneurs in this study 

representing only about 2% of the total, they represent over 12% of the total market turnover. The 

30 timber haulage entrepreneurs represent about 3.5% of the number of entrepreneurs, but over 20% 

of the total market turnover.11 In this way, the sample included a significant number of the largest 

growth-oriented companies in the sectors, which was the main focus of the study. 

 

 

 

 

 

                                                             
11 These market shares are only rough estimates and probably over-estimate the actual situation as some of the 
entrepreneurs also operate in other sectors which increase their calculated turnover. High level of subcontracting 
might also fudge these figures. 
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4 Summaries and main findings of the publications 

Publication I: The importance of the financial situation for the growth of a forest machine 

entrepreneur 

 

This study is intended to investigate the impact of the financial situation as well as the importance 

of internal financing for economically sound growth among forest machine entrepreneurs in 

Finland, using their financial statements for 2001 2006. The financial situation of the companies in 

2001 was at the beginning of the study determined, companies being placed into three groups on the 

basis of this information. The purpose of this step was to clarify the financial situation from which 

the  companies  began  to  grow.  The  second step  was  to  consider  the  financial  position  of  the  same 

companies in 2006. At this point, a comparison was made between their financial situation and 

changes since 2001. The purpose of the third step was to concentrate on those companies whose 

economic situation had clearly improved or deteriorated since 2001. Changes and developments in 

the sector were also studied. 

 

There is no straightforward model defining a good economic position, although several different 

models exist. The companies under investigation were divided into three groups according to their 

financial situation in 2001: Profitable and Stable, Mediocre, and Weak. The groups were formed on 

the  basis  of  equity  ratio  and  the  amount  of  reserves.  The  equity  ratio  shows the  proportion  of  the  

business assets owned by the proprietor. The amount of reserves indicates whether a company can 

self-finance its development. 

 

Within  the  groups,  a  few  of  the  Profitable  and  Stable  companies  were  able  to  improve  their  

financial position significantly, only one company’s financial position being significantly weaker. 

Among the Profitable and Stable companies, growth diminished the amount of reserves but the 
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financial situation changed very little. In the Weak group, only one company was able to improve 

its position, the others becoming even weaker. The situation for the Weak companies became worse 

according to almost every measure. One company in the Mediocre group was able to improve its 

position, whereas the positions of a few others became weaker. Growth weakened the equity ratio 

of the Mediocre companies, but their reserves grew. 

 

Those companies whose financial situation permitted internally financed growth in 2001 grew 

profitably. The conclusion to be drawn is that the companies that achieved good profitability in 

2001 also did well in 2006. Of course, company strategy may have changed. The weakest 

companies grew using loans, and growth did not improve their economic situation, producing just 

the reverse. It was also noted that the most profitable group of companies increased the use of 

subcontracting the most and the least profitable companies the least. A hypothesis could be drawn 

from these results: the more a company uses external services the more profitable the company 

becomes. According to this hypothesis it would be very profitable for a forest machine entrepreneur 

to outsource much of the work. However, in Finland such a business model has traditionally not 

been adopted. 

 

The results show that companies that are not doing well should not finance growth with large loans 

because often this does not improve their financial position. In other words, leverage works both 

ways. Growth does not correct the fundamental reason for a company’s poor performance. The 

results also show that Weak companies have very little latitude in business development and that 

little consideration is given to strategies for the future. Entrepreneurs should seek new opportunities 

and develop their existing businesses. The fundamental reasons why some companies are doing 

poorly are an incapacity to develop their business model and a lack of adaptability in the changing 

business environment. 
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Publication II: Growth and economies of scale among timber haulage companies 

 

This study focuses on growth, economies of scale, and cost structures in the largest growth-oriented 

timber haulage companies in Finland from the point of view of profitability. The first task was to 

determine how economies of scale occur in this sector. Second, we focused on the costs and 

development of the cost structure as companies grew. Third, we investigated how growth itself 

affects the company profitability as well as the requirements for profitable growth in the sector. 

 

Because the study focused on economies of scale and cost efficiency, and because the research 

sample consisted of growth-oriented companies, the companies involved were divided into three 

groups which were compared with each other. The classification was based on turnover in 2006, in 

relation to which costs and their changes were calculated. How growth affected the groups while 

they grew to different sizes was examined. Cost efficiency is crucial in this sector because, in many 

cases, incomes are fixed for many years and costs define profits. 

 

Profitability was measured by net profit and internal financing, which shows how much a 

company’s actual business generates cash flow financing; in other words, it indicates the actual sum 

of money which remains in the company to be used for investment, working capital financing and 

payment of loans. 

 

The results showed that the average net company profit was 5.2% when turnover was under EUR 

1.0 million and 6.0% when turnover was EUR 1.0 - 1.5 million. Any larger company size reduced 

the  net  profit  percentage;  for  example,  when  the  annual  turnover  was  over  EUR  3.0  million  the  

average net profit was only 1.3%. However, at a company size of over EUR 5.0 million the average 
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profit was still weak at 1.7%, but, surprisingly, a little higher than among companies of over EUR 

3.0 million. 

 

The large differences between the subcontracts within the group as well as purchases and other 

fixed costs indicate that the growth strategies between the groups were clearly dissimilar. Moreover, 

the  bigger  the  companies  grew,  the  more  they  relied  on  outsourcing.  However,  the  smallest  

companies, which grew without subcontracting, operated the most efficiently. 

 

The results of the study were somewhat surprising – at least if compared to growth-orientated 

companies in other sectors (Publication I). In the timber haulage sector, the margins are low and 

profitable growth does not allow for many mistakes. It is also probable that subcontracting does not 

guarantee even the average profit of the sector. Further, it is possible that because so much work is 

available in the sector even the small companies can choose between contract offers. This might put 

pressure on the pricing of subcontracts of large companies and raise fees, which in turn may drive 

the sector into a situation where the most profitable working method is to carry out a contract using 

only one’s own resources and at as low a cost as possible. 

 

There is considerable evidence in the change in cost structure that a high level of outsourcing is 

questionable if the aim is profitable growth, and is seldom profitable as a growth strategy. 

Companies with turnover greater than EUR 1.5 million outsourced much of the work. In fact, the 

larger the company, the more it outsourced. It is interesting to note that only one company with a 

turnover over EUR 4.0 million made a loss one year and that the least profitable group was the 

medium-sized companies. The  situation  does  not  exclude  the  possibility  that  the  sector  can  offer  

economies of scale for a company larger than those in the research sample. However, there is very 

little evidence to back this assumption since in this sector no companies of such a size exist in 
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Finland. It remains to be seen whether a company larger than those in the research sample would 

derive greater benefits from economies of scale than a small company with a turnover of under 

EUR 1.5 million could gain from being efficient. 
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Publication III: The Traits and Strategies of Growth-Oriented Forest Machine Entrepreneurs 
 
 

Since the purpose of this study was to investigate the entrepreneurial traits of a successful growth-

oriented forest machine entrepreneur in Finland, the study attempts to determine what the key traits 

of successful and less successful forest machine entrepreneurs are. The research material was 

collected in 2008 by personal interviews with 23 entrepreneurs. Financial statements from 2001 to 

2007 were also taken into account. The companies were classified into three groups: highly 

successful, moderately successful and less successful, success being measured by net profit and 

equity ratio, and their development. The entrepreneurial traits included innovativeness, willingness 

to take risks, proactivity, locus of control and achievement motivation. The reasons for choosing to 

grow and the goals of growth were also examined as well as the growth method. 

 

The results showed that highly successful entrepreneurs perceived themselves as more innovative, 

proactive and achievement-motivated but less willing to take risks than other groups. Less 

successful entrepreneurs perceived themselves as less innovative, proactive and achievement- 

motivated but more willing to take risks. The moderately successful group fell somewhere in 

between these two parameters. 

 

Company growth strategies varied between these three groups. Less successful group based their 

growth mostly on organic growth. Some companies use combined growth strategies, mostly among 

the moderately and highly successful groups. Subcontracting contributes less to turnover in less 

successful companies. Companies in the highly successful group also grew by many different ways, 

outsourcing being a key element of the growth strategy. 
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Among the whole sample, the main reason for growth was more work offered by current customers 

and the main goal was to improve profitability. However, growth motivation varied greatly between 

entrepreneurs as well as between groups. More work offered was the main reason why highly 

successful entrepreneurs decided to grow. Among the main reasons for the moderately successful 

entrepreneurs choosing growth was to establish an area entity and increase profitability. An area 

entity means in this case a monopoly situation or a very strong local position logging a particular 

area for a customer. In the less successful group, the range of answers was greater. The main 

reasons for wanting to grow were the greater amount of work offered by current customers, 

achieving higher profitability and achieving an area entity. Other reasons included coincidentally 

won tenders, year-round employment, staying in business, developing greater know-how, and 

economies of scale. 

 

The present findings were somewhat unexpected based on earlier applications of current theories, 

which suggest that high innovativeness, willingness to take risks, proactivity and achievement 

motivation should be found among successful entrepreneurs. They also suggest that an internal 

locus of control should be more common among successful companies. However, this study found 

that goals and reasons for wanting to grow are more complex, and are not necessarily good 

explanatory variables alone. Once the growth decision was made, the growth strategy applied varied 

greatly between groups. It was also found that the somewhat controversial traits theory does work 

as an explanatory factor in this sector. 

 

As self-perceived innovativeness, proactivity and achievement motivation correlated positively with 

success, willingness to take risks correlated negatively. However, the case of locus of control was 

not so straightforward. In conclusion, highly successful growth-oriented forest machine 

entrepreneurs perceived themselves as innovative, proactive and achievement motivated, but not as 
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risk-takers. Their external locus of control can be explained by the fact that they grew “passively” at 

the request of customers. It seems that the high innovativeness, proactivity and achievement 

motivation of highly successful entrepreneurs as well as their profitability-related goals has a great 

impact on business development, which can be seen in the growth strategies chosen and their 

successful implementation. 
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Publication IV: Successful Strategic Management for Growth-Oriented Timber Haulage 

Entrepreneurs 

 

The aim of this study was to investigate the growth of a timber haulage company and the 

entrepreneur behind the growth. Entrepreneurial financial and strategic objectives were researched, 

as well as growth strategies and their implications. The research material was collected from 23 

entrepreneurs by personal interview in 2008. The financial statements from 2001 to 2007 were also 

taken into account. 

 

Three groups were formed based on their  success in growth. The success ratio was formed on the 

basis of net profit and equity ratio and company development during growth from 2001 to 2007. 

The three groups were: highly successful, moderately successful and less successful. 

 

The three groups included nine highly successful, seven moderately successful and seven less 

successful companies, the differences between them being very clear. Highly successful companies 

were on average the smallest companies at the beginning of the period, but second largest at the end 

of the period. They grew most aggressively, on average 113 per cent, from 2001 to 2007. 

Moderately successful companies were clearly the largest during the whole period. Less successful 

companies grew quite steadily to 2005 after which their growth-rate fell. This can be explained by 

the financial numbers in that year: in 2005 their net profit plummeted to -3.3% from around zero in 

2004 and their equity ratio declined from 14.6 in 2004 to 5.7 in 2005. 

 

During the whole period, highly successful companies managed much better and their financial 

situation and profitability developed surprisingly steadily despite the strong growth. Highly 
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successful companies generated an average of 6.7% of net profit from 2001 to 2007, whereas 

moderately successful companies generated 3.4% and less successful companies only 0.6%. 

 

In our research sample the most important financial objectives were to improve profitability, 

financial  situation,  and  incomes.  The  most  important  strategic  objectives  were  business  transition,  

cost-efficiency and keeping equipment in good shape. The most important financial objectives 

among the highly successful group were profitability-related. Six moderately successful 

entrepreneurs had profitability as their main financial objective and one answered “to keep 

everything as it is now”. The main financial objective of less successful entrepreneurs was 

increasing profitability. 

 

Companies reported more financial objectives than strategic objectives. Five entrepreneurs reported 

having no strategic objectives. Financial objectives were quite similar in all three groups, but 

successful entrepreneurs mentioned more specific objectives more often. Other differences were in 

the strategic company objectives. 

 

From our research sample, organic growth, subcontracting and diversification were the most 

common growth methods. Growth by mixing diversification and organic growth was used in nine 

companies while eight grew also by subcontracting. There are clear differences in growth strategies 

between those three groups. Highly successful companies diversified more than other groups, 

whereas moderately successful companies quite frequently used subcontracting. 

 

Their growth of the three groups varied significantly. The role of management in growth seems to 

be crucial and much more meaningful than, for example, financial situation. This can be shown by 

the fact that the starting-point of the highly successful group and moderately successful group was 



59 
 

quite similar in financial terms (net income and equity ratio), but growth resulted in different 

outcomes. The wrong growth strategy can erode many years of work. 

 

In setting financial and strategic objectives, more focus should be put on the strategic objectives of 

growth. Setting up financial objectives is relatively easy, but implementing them is another thing. 

All three groups had quite similar financial objectives, but strategic objectives varied. It was 

observed that from of whole sample, only nine entrepreneurs had some kind of relevant strategic 

objective. Highly successful companies had a strategic objective more often. 

 

Highly successful entrepreneurs grew the most by combining organic growth and diversification. It 

is possible that the strengths of this combination arise from seasonal variations. A company that has 

diversified into another transport sector where season variations do not have such an impact can use 

its experienced staff for alternative transportations. 
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5 Discussion and conclusions 

 

This dissertation consisted of four publications two of which discussed forest machine 

entrepreneurs (Publications I and III) and two timber haulage entrepreneurs (Publications II and 

IV).  The  main  viewpoint  was  (profitable)  growth  in  these  two  sectors.  Both  sectors  were  studied  

first from the point of view of their financials and those findings were then integrated with 

entrepreneur interviews which covered other important growth factors, including the company’s 

other resources, entrepreneurial abilities, motivation, the environment, and strategies. It was thus 

possible to create a detailed picture of the companies and entrepreneurs under investigation. This 

method made it possible to identify what exactly profitable growth demands from the entrepreneurs 

and why some became more profitable than others. Growth itself is important for entrepreneurs, 

employment and therefore for the economy generally. Both these sectors are run by small 

businesses and both have struggled with low profitability throughout their history. In addition, on 

the other side of the table there are big customers with market power. This dissertation asked 

whether  growth  could  be  the  way  to  better  profitability  and  if  yes,  how  these  companies  should  

grow and what should be taken into account in considering whether to growth. 

 

Growth is full of decisions and uncertainly – but so is choosing to not grow. Every decision that an 

entrepreneur makes must be considered from the point of view of running a business and making a 

profit. An important aspect of these decisions is that entrepreneurs do not feel the same degree of 

risk or see the same kind of opportunity when facing similar decisions. Many reasons account for 

this, which makes each entrepreneur unique. Still, a willingness to take risks is at the very heart of 

entrepreneurship. According to Publications I, II, III and III there are many similarities between 

those companies which grew profitably and many differences between them and those which grew 
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unprofitably. Moreover, it was found that certain factors that are crucial from the point of view of 

profitable growth should be taken into account when considering whether to grow. 

 

5.1 Findings 

5.1.1 Forest machine entrepreneurs 

 

It  was  found in  Publication  I  that  financial  situation  has  a  great  impact  on  the  success  of  growth.  

Companies  which  have  a  sound  financial  basis,  grow  profitably.  Trying  to  grow  from  a  poor  

financial situation usually results in an even poorer outcome. The present results show that 

companies that are not doing well should not finance growth with loans because this often does not 

improve their financial position. Weaker companies should first concentrate on improving their 

financial situation and management and only consider growing when the situation has improved. A 

key finding was that growth does not correct the fundamental reason for a company’s poor 

performance. The results also show that financially weak companies have very little latitude in 

business development and that little consideration is given to strategies for the future. Entrepreneurs 

should seek new opportunities and develop their existing businesses. The fundamental reasons why 

some companies are doing poorly are incapacity to develop their business model and a lack of 

adaptability in the changing business environment. 

 

One key finding (Publications I and III) was that outsourcing seems to be quite a profitable means 

of growth in the forest machine sector. However, the advantages that outsourcing bring to a 

company are purely up to the management. Management must first consider whether to use 

subcontractors and then negotiate every subcontract with a reliable partner so that it is profitable for 
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both parties. This emphasizes the importance of networking in growth. Those companies which 

grew mainly organically were not able to improve their financial situation or increase profitability. 

 

Publication III revealed that entrepreneurs who grew profitably considered growth less risky, 

perceived themselves as more innovative than others, and had greater achievement motivation. 

These findings indicate that growth options that entrepreneurs consider themselves less risky are 

probably so because they most likely know what these options actually involve and what their 

efficient execution requires. In this study, it seemed apparent that highly successful entrepreneurs 

had made the decision to grow before actually growing. This means that they were just waiting for 

the right growth opportunity – passively. In other words, if the perceived risk was high the 

entrepreneur probably did not entirely see the full potential impact of that option and it became a 

risk for that entrepreneur. 

 

The goals of growth varied between companies and it was found that the companies which grew 

most profitably had a financial goal for growth more often. In fact, goal of growth was found to be 

crucial as it draws the strategic lines as well up to a point. Those companies which used growth to 

defend  their  market  position  probably  succeeded  in  that,  but  it  was  done  to  the  detriment  of  

profitability. However, when the company’s financial situation was poor and the goal of growth was 

to increase profitability, the result was usually a larger but less profitable company. This is in line 

with  the  findings  in  Publication  I  –  profitable  growth  needs  a  sound  financial  position  and  a  

working strategy in the background since this study suggest that it is very risky in terms of 

profitability for entrepreneurs to pursue growth and improve strategy at the same time. 
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One major obstacle to growth found in the forest machine sector as well as timber haulage was 

labour shortage. This is not a new problem but a continuing one as companies in those rural areas 

do not seem to attract labour. In some cases, this was one of the many significant factors limiting 

growth. Entrepreneurs can have little influence on this factor. 

 

These findings should not be interpreted as being that valuable separately, but as an entirety or set 

of guidelines which should be taken into account in considering whether to grow. The research 

sample consisted of large limited companies, but there is no reason to assume that these finding are 

not useful at  some level or should not be noted in smaller growth-oriented smaller forest  machine 

companies or companies that are not limited liability companies. 

 

Publications I and III suggest that the following claims can be made about growth in the forest 

machine sector: 

 

 Unprofitable companies rarely can become highly profitable when growing. 

 Growing by taking large loans seems not to produce a good outcome. Entrepreneurs should 

always remember that leverage works both ways. 

 Use subcontracting. Networking with other entrepreneurs can offer new opportunities. 

 When setting up a growth strategy, every option should be evaluated. The results shows that 

companies which grew only organically grew less profitably than those which pursued 

growth through various growth strategies. 

 Listen to customers. Customers ask good partners to grow when they need more services. 

 Grow in terms of your environment. 
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 If growth is perceived as risky, it probably is. Entrepreneurs who are doing well do not 

perceive the risk involved in growth as much as entrepreneurs who are doing poorly. 

 Entrepreneurial orientation is a must. 

 Be innovative and seek new and more efficient ways to run the business. 

 Growth should have financial goals. 

 The sector is more labour intensive than capital intensive. Good employees are a powerful 

asset. 

 

5.1.2 Timber haulage entrepreneurs 

 

In timber haulage companies, the role of management (the entrepreneur) seemed more important the 

deeper the analysis went. It was found in Publication II that one main problem in growth in the 

timber haulage sector is that economies of scale do not exist or are very limited. This means that at 

some point of growth, for example, a 10% increase in output (timber delivery volume) demands 

more than a 10% increase in input (costs). In other words, at some point it is not possible to increase 

haulage capacity by simply increasing the number of trucks and employees. This means that new 

investments in maintenance, office work and infrastructure are needed to keep up the new 

production levels. This emphasizes planning and re-evaluation of resource usage. Publication II 

showed that when a company reaches about EUR 1-1.5 million in turnover it can operate very 

efficiently, but beyond that size its costs start to rise and new growth strategies must be considered. 

 

Another issue in timber haulage sector growth was the unprofitability of outsourcing. Outsourcing 

here seems to be quite the reverse of that of forest machine entrepreneurs, where it was found to be 
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quite a profitable means of growing. In the timber haulage sector, where profit margins are slimmer, 

outsourcing seems to bring in less money than doing the same work with one’s own resources. This 

also means that it is hard to negotiate better contracts with larger capacity (this finding confirms that 

the opportunity for scale economics is very limited). In order to use subcontracting profitably, a 

larger  contract  must  be  more  valuable  than  a  smaller  one  (in  terms  of  euros  per  cubic  metre)  for  

commissions to the subcontractor (or, conversely the deal with the subcontractor must be very 

advantageous for the company). 

 

Publications II and IV indicated that it is possible to grow profitably in the timber haulage sector. 

The results show that entrepreneurs who grew profitably 1) used little or no outsourcing, 2) put 

more effort into optimizing the balance between workload, machinery and employees, 3) grew 

organically, as well as through diversification, 4) used more time in establishing strategic objectives 

and identifying problems. 

 

Publication IV demonstrated that growth through diversification can compensate for the seasonality 

of timber haulage business as altering a timber haulage truck to deliver other goods is relatively 

inexpensive (as the prime mover of the truck is clearly more expensive than the trailers). This does 

not  mean  that  profitability  is  achieved  in  the  other  sector,  but  in  this  way  it  is  easier  to  optimise  

adaptable machinery and skilled employees. 

 

Publication IV also found that highly successful entrepreneurs put more effort into identifying 

problems in growth and setting strategic objectives. It is generally hard to try to develop a business 

or improve its profitability if the problems are not identified. Another obvious difference between 
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successful and less successful entrepreneurs was that in setting financial and strategic objectives, 

more focus are put on strategic growth objectives. Setting up financial objectives is relatively easy, 

but implementing them is another matter. Financial objectives were quite similar in the companies 

studied, but strategic objectives, which determine financial objectives and the ways to achieve them 

to some point, varied more in terms of successful companies having one and less successful 

companies having none. 

 

The major conclusion to be drawn is that timber haulage companies do have skilled employees and 

good machinery and the key to profitable growth is their optimal use. The timber haulage sector is 

subject to seasonality, but it runs on forest industry terms (economic and market situation) and the 

environment (rospuutto 12  season). Timber haulage companies (as well as forest machine 

companies) are dependent on the varying need for timber of mills and road conditions. 

 

Based on Publications II and IV, the following claims can be made about growth in the timber 

haulage sectors: 

 

 Increasing turnover to about EUR 1-1.5 million seemed to produce good outcomes... 

 ...as smaller and larger companies seemed to be less profitable. The sector may be polarised. 

 The role of management (the entrepreneur) is crucial to growth. Poor management can erode 

many years work in poorly planned growth. 

                                                             
12 The word Finnish ”rospuutto” means bad road conditions during spring, when unsealed roads turn into mud. 
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 Growing through large loans seems not to produce to good outcomes. Entrepreneurs should 

be able to finance growth with their own capital to some extent and remember that leverage 

works both ways. 

 One key element in successful growth seemed to be optimising resources (machinery, labour 

and workload). 

 Grow in terms of your environment. 

 Aiming for growing sales from the point of view of profitability seems to be more profitable 

than taking market share from competitors. 

 While growing, more focus should be put on monitoring cost. 

 When considering subcontracting, exact calculations should be made. Subcontracting is 

increasing in the sector, but it might not improve profitability. 

 Growth through diversification can reduce the impact of seasonality as other sectors can 

provide alternative work when slushy conditions limit timber haulage work. 

 Set financial and strategic objectives for growth. Strategic objectives are important in 

developing a growth strategy. 

 The sector is more labour intensive than capital intensive. Good employees are powerful 

asset. 

 

5.2 The validity of the results and limitations of the study 

 

It can be assumed that the validity of the financial statements are quite good since a limited 

company is legally obligated to do them. This was also a key reason for choosing only limited 

companies for this study. However, this might make it hard to apply these results (especially those 

related to financial values) to a company that is a partnership, limited partnership or sole trader. 
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Financial statements do not necessarily include the entrepreneur’s wage. It is possible that 

entrepreneurs in some companies rather than as a monthly salary take dividends. This can fudge 

financial statements so that they do not include every actual cost. On the other hand, if a so-called 

wage correction had been made (adding that wage to the financial statements mathematically), the 

situation would be the reverse. According to the Finnish Limited Liability Companies Act (chapter 

12, section 2 §), a company can pay dividends from both profits and equity, but not from borrowed 

capital. “Dividends distributed by non-quoted companies are tax exempt to the extent that the 

dividend represents an annual yield of less than 9 per cent of the mathematical value, i.e. the net 

asset value (book value as somewhat adjusted), of the shares owned by the taxpayer. Dividends are 

tax exempt up to 90,000 EUR per shareholder per year,13 provided that the 9 per cent limit is not 

exceeded” (Frände 2007, 7). Legally, if a company does not make any profits and has no equity, it 

cannot pay dividends. It can be assumed that companies which are doing poorly cannot count on 

paying the entrepreneur’s salary as dividends, which means that financially weaker companies pay 

entrepreneurs monthly salaries and those companies which are doing financially well can pay 

salaries as dividends. If it is assumed that the successful companies in this study did pay the 

entrepreneur’s salary as dividends it would have decreased this net profit by 2-3 per cent with, for 

example, dividends of EUR 50,000 dividends. This would not have had a marked impact on the 

relative situation of the companies in the sample and therefore on the results of the study. 

 

Another factor that influences the validity of the results is the formulation of the questionnaire and 

the interview process. According to Dean and Whyte (1978), there are two major ways to maximize 

the validity of the data. First, it is important to ensure that the subject is aware of the confidentiality 

of  the  interview.  Second,  it  is  generally  a  good  idea  to  structure  the  interview  so  that  a  range  of  

                                                             
13 From 1.1.2012, the tax exception on dividends has been reduced to EUR 60,000 from EUR 90,000 per shareholder 
per year. 
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questions may be asked on any areas causing concern about validity, thus using a form of within-

interview triangulation. The interviewer cannot always assume a relationship between responses 

and actual behaviour (Dean and Whyte 1978). 

 

There is also endless variation in the ways of asking a question, which makes it challenging to 

frame the questionnaire so that the interviewees understand the questions as they are meant to, but 

similarly to each other as well. The questionnaires were constructed using perhaps more questions 

than necessary, but this is only likely to increase the validity of the study (see Meyer et al. 1993). 

Most of the questions were open-ended so that the interviewees could answer quite freely. This way 

the interviewer could see whether the question was understood correctly. Also, all the interviews 

were performed by the same person. Some entrepreneurs had never been interviewed before for 

such a purpose: some entrepreneurs frequently asked during the interview whether their names 

would appear on it and some said before answering “do not tell anyone, but…”, despite it being 

made clear before the interview that their answers would remain anonymous. However, it is 

possible that not all the interviewees answered truthfully, trying tried to create a different picture of 

the company from the reality. It seemed that those entrepreneurs who were doing well were more 

conservative, especially in discussing financial numbers. However, the impact of this can be 

assumed to be quite small since we worked in co-operation with the trade associations of both 

sectors.14  Moreover, answers based on company financials were consistent with their financial 

statements. 

 

In addition, the interviews were conducted in late 2008 at the beginning of the financial crisis (or 

the subprime mortgage crisis) which reached Finland soon after. It is possible that if the interviews 
                                                             
14 The Finnish Forestry and Earth-moving Contractors Trade Association (forest machine sector) and the Association of 
Forest Road Carriers (timber haulage sector). 
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had taken place before the crisis the answers, especially the entrepreneurs’ future expectations 

would have been different from what they are now. 

 

As with any research, there are also limitations in this study that should be acknowledged. Attempts 

were made to minimize these limitations by good planning and openness as well as identifying 

known issues. Wiklund model and methodology (1998) chosen in this study was considered 

comprehensive as it allows adaption of considerably qualitative empirical data to it. It was 

considered the most appropriate basis for the study. One might wonder why this study uses so few 

statistical models. The main problems of including such models in this two-step study were 

subcontracting and the large number of open questions. The first phase of this study was based on 

financial statements for both sectors. However, as seen in those publications (Publications I and II) 

the rising trend to subcontracting in both sectors mixed the relative ratios of various costs. As stated 

in Publication I, the hypothesis that the more a company uses external services the more profitable 

it becomes could be drawn from the results. According to this hypothesis, it would be very 

profitable for a forest machine entrepreneur to outsource a large proportion of the work. However, 

such a business model has not been traditionally adopted in Finland. This might however be the 

wrong conclusion because external services also include the capital costs of the subcontractor, who 

basically performs the same operations as the company in question. This is then a matter of the level 

of outsourcing. A similar problem occurs in Publication II although different conclusions were 

drawn. 

 

The advantage of open questions is that entrepreneurs can answer freely with no limitations 

imposed by precise question layout. Then again, the problem of open questions is that, although it 

might give a more precise and better picture of a company, the answers might differ from each 
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other so much that no single explanatory factor can be found. This makes the use of statistical 

models difficult or even unnecessary. Possible statistical generalization would have still been 

jeopardized,  primarily  due  to  the  small  sample  size  of  23  entrepreneurs  in  each  sector.  Some  

heuristic  approaches  were  also  used  because  of  the  large  amount  of  data  from  relatively  few  

samples. This is partly because of the large number of open-ended questions asked. The small 

sample size is also a limitation, but it should be remembered that only a few companies this large 

exist in these sectors. Small sample size must be acknowledged and accepted. In addition, this is a 

quite normal limitation in entrepreneurship studies (see Gajanayake 2011; Kuuluvainen 2011). 

 

Finally, the results appear to be mainly directional. They do reveal some key factors that should be 

noted in these sectors in considering growth, but as already stated, there is no such thing as a typical 

growth firm or a “growth mould”. Different companies have different strengths and weaknesses, as 

well as entrepreneurs having different experiences to each other. Because of the small sample size, 

these findings might not be accurate to the same degree when extended to longer populations. Most 

importantly, there is no recipe for creating a successful growing company, but at most knowledge of 

factors that can and should be noted during growth. As was also found in this study, growth is a 

complex  phenomenon –  even  if  limited  to  a  few sectors.  What  works  for  one  company might  not  

work for another. This was also acknowledged in this study. The results of this study did contribute 

to a better understanding of forest machine and timber haulage company growth. The feedback also 

indicates a demand for and interest in this kind of sector focused growth research, especially in 

small business driven sectors which have neglected by previous researchers. 
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5.3 Conclusions 

 

To start with, it could be stated that this dissertation managed to achieve most of its aims. New 

ideas, viewpoints and questions also arose during the research process and were answered to some 

degree. In addition, the questions that this study was not able to answer were recognised and opened 

up for follow-up research. The research method was qualitative with a heuristic approach, the 

methods apparently being successful in terms of combining and processing a mass of qualitative 

data.  The  decision  to  select  two  sectors  instead  of  just  one  also  paid  off  as  companies  from  both  

sectors  revealed  both  similarities  and  differences  in  growth.  From the  entrepreneur  point  of  view,  

this study also managed to produce some concrete information about growth in both of these sectors 

for entrepreneurs. 

 

This study showed that growth is an ongoing trend in both the forest machine and timber haulage 

sectors. The variation in company size is increasing as well as the structure of the business 

environments of these sectors. Subcontracting is another obvious and increasing trend. It seems that 

small companies make contracts with larger companies in the sector more often (situation B) and 

not with the customer who actually purchases the timber, which has been the traditional pattern 

earlier (situation A) (Figure 5-1). This means that new operational chains are forming within these 

sectors and that networking is becoming a necessity for the entrepreneurs. This new business 

environment is also partly driven by large forest corporations who have large deals with so-called 

key, area, or star entrepreneurs. It is possible that after a period of time there will be a large local 

leader in every part of Finland who has subcontracting deals with the other smaller entrepreneurs. 

This kind of development is re-shaping the old business environment, but it is also offering new 

opportunities for growth. 
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Figure 5-1. The ongoing trend toward increasing subcontracting (B) in these both sectors compared 

to the previous situation (A) where every company had a direct deal with a timber purchasing 

customer. 

 

Despite the fact that both of these sectors represent low-profit, small business driven sectors 

historically, it is possible to grow profitably in both. There were many companies in both sectors 

which had healthy balance sheets and created clearly above-average profits during their growth. In 

addition, despite these sectors both being involved with primary roundwood production and looking 

to be quite similar from the outside, their economies of growth are different, with only few 

similarities. In the forest machine sector, a sound financial situation seemed to be one key factor in 

profitable growth. In the timber haulage sector, the role of management (the entrepreneur) seemed 

to become increasingly meaningful. 

 

One key conclusion of this study is that growth demands a clear and active strategy that takes into 

account the speciality of the sector, the unique resources of the company and, most importantly, the 

changes that are shaping the sector at the moment and will do in the future. In these “traditional” 
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sectors there are many “traditional” family-owned companies which do everything as it has always 

been done. Many entrepreneurs have run their businesses for ten to thirty years and have been 

influenced by it for even longer. It became clear in the study that successful growth in most cases 

needs  a  strategy  that  is  different  from  a  previous  business  situation  (prior  to  growth).  

Entrepreneurial orientation, as defined by Janney and Dess (2006), seems to be a characteristic for 

successfully growing entrepreneurs. According to Janney and Dess (2006), entrepreneurial 

orientation suggests, among other things, independence of action, a willingness to explore new 

ideas and markets, and attempts to destroy the market leader’s position by discovering new markets. 

Entrepreneurial orientation seemed to be crucial in both sectors partly because they are seasonal. If 

a company has wealth, it has more opportunity to risk part of it on uncertain growth. 

 

The findings are also in line with those of Wiseman and Bromiley (1996), who found that 

organizational decline influences risk-taking positively and that increasing profitability influences 

risk taking negatively. It was found among timber haulage entrepreneurs that those who were 

weaker in financial terms perceived growth as more risky. In other words, financially weaker 

companies tried to grow out of their difficulties without fully realizing the impact of that decision. 

This also contributes the results of Hambrick and D’Aveni (1988) and Pasanen (2003). It was 

observed in many cases in this study that companies which were previously doing well also grew 

quite successfully, while companies which were trying to grow out of their difficulties were on the 

brink of bankruptcy. During growth, both success and difficulty seemed to generate self-reinforcing 

spirals. Pasanen (2003, 229) stated that factors affecting SME success generate positive upward 

spirals. Similarly, factors affecting SME failure generate vicious downward spirals. 
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Aside  from  the  similarities  in  these  two  sectors,  the  economies  of  growth  seemed  to  be  quite  

different. It was found in the timber haulage sector that a U-shaped curve might exist between size 

and profitability. This means that growing from an optimum size decreases profitability until a very 

large size has been achieved. However this might not be unproblematic. The curve seemed to be 

much lower at the larger end and most profitable companies were smaller and had offered a quite 

diversified range of services. In this case, growth must be planned more and opportunities must be 

sought  beyond the  traditional  business  model.  It  was  also  found that  in  the  timber  haulage  sector  

economies of scope seemed to exist rather than economies of scale. Economies of scope are cost 

advantages that result when firms provide a variety of products or services rather than focusing on a 

single output (Kass 1998). Among the timber haulage companies, the most profitable growth 

coincided with a larger range of services offered. A growth model in which part of the growth was 

diversified in another business (which supports the main business), part in outsourcing and part in 

the main business seemed to bring good results. These findings are similar to those of Farsi et al. 

(2007) who found that economies of scope can provide significant advantages, especially for small 

companies. However, their study did not focus on growth, but mainly allured to it. Based on these 

findings, it is possible in low profit service sectors where variable costs are large and fixed costs are 

low to achieve profitable growth and improve profitability by broadening the range of services 

offered, i.e., through economies of scope rather than economies of scale. In this kind of growth, the 

role of the management (the entrepreneur) is crucial and new thinking is required when the 

company is reaching a new larger size. 

 

In the forest machine sector, it was noted that larger companies were more profitable than smaller, 

but larger companies used outsourcing significantly. In fact, it was found that the more a company 

used outsourcing the more profitable it became. However, a business model in which a company’s 

main business is purely outsourcing is not traditionally accepted. This kind of situation was 
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answered to be a “nightmare” by many interviewed entrepreneurs. In practice this means that the 

more a company wants to outsource activities, the more it must also manage services itself. This 

kind of growth seemed to be profitable, a finding in line with Barney (2002), who claimed that 

economy of scope between two firms is best realized through an alliance, not an acquisition. In the 

forest machine sector, it was found that a sound financial situation is important in profitable growth. 

Growth and strict monitoring of the financial situation seemed to create a positive upward spiral as 

Pasanen (2003) also pointed out. In the case of forest machine company growth, the entrepreneurs’ 

networks with other actors in the sector seemed to be crucial. With good networks and 

relationships, the entrepreneur is able to negotiate larger contracts knowing that he or she can 

outsource part of the workload to partners and therefore improve market situation from the 

customers’ point of view. 

 

Profitable growth in both these sectors (and sectors similar to these) is difficult partly because of the 

lack of direct economies of scale. As stated in many previous studies, low fixed costs and high 

variable costs eliminate the economies of scale (see Jackson et al. 2008). This is the case with both 

of these sectors, which must be taken into account in considering whether to grow. 

 

It was found that in studying small business growth the environment and a company’s relationship 

to it should be considered more. This study found that economies of scale are limited in the timber 

haulage sector and subcontracting seems to be quite a profitable means of growth in the forest 

machine sector. There is no reason to assume that these are isolated cases, similar unique factors 

being found in other small business driven sectors as well. These factors and their identification are 

crucial from the point of view of growth and strategy formulation. In other words, small companies 

are strongly linked to their environment, which can offer opportunities to those who are familiar 
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with it. Naturally this does not exclude the view of Hamel and Prahalad (1990), who claimed that 

opportunities can be created within the firm, but should be taken as an important addition. 

Companies can generate good profits and growth by selecting an appropriate strategy for the 

company’s environment and by creating new opportunities using their own strengths and 

innovativeness. 

 

One  important  finding  of  this  study  was  that  a  majority  of  companies  suffered  from  a  labour  

shortage at some level. It should be alarming to decision-makers and politicians that as much as 

70% of all the entrepreneurs interviewed mentioned a labour shortage as a problem in growth – as 

well  as  at  this  size.  The  most  worrying  fact  is  that  this  is  not  new,  but  a  situation  which  has  

prevailed for a long time and is becoming chronic at the same as the Finnish unemployment rate is 

at a high level. This situation can slow down or even stagnate the whole output of these sectors. Of 

course wages can be raised, but if productivity does not increase this can have serious affects on 

these entrepreneurs as well as Finnish forestry and its competitiveness. For many entrepreneurs, the 

labour shortage has and will result in loss of profitability and weakened competitiveness while for 

the Finnish government the labour shortage means higher unemployment and lost taxes. For the 

Finnish countryside this is very harmful and undesirable situation that should be intervened. It is 

possible and likely that this situation is not only limited to these sectors. One solution is that the 

image of the jobs in forestry should be improved, especially among small business driven sectors, 

as well as education admissions being increased. The Finnish government should also encourage 

people to study those subjects and skills that can guarantee employment by reallocating education 

resources. More resources should be allocated in this case to forest machine and timber haulage 

driver education at the same time as resources are being diverted from those where people end up 

unemployed after graduation. Some kind of active monitoring system could help to indicate what 

kinds of professionals are needed and how education admissions should be reallocated. 
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Finally, there is a note or a “discussion starter” based on how the term innovation is used. The 

Media, researchers, politicians and even business literature typically discuss innovations as large or 

revolutionary phenomena which consume much time, money and resources. Innovations are usually 

discussed  as  rare  in  any  given  area,  but  when they  happen  their  affects  are  global  and  they  bring  

tons of cash to their developers. In other words, little focus has been given to those small 

innovations that do not revolutionise whole industries, but simply make things easier for one or a 

few entrepreneurs and affect only a few people or the employees of a single company. Innovations 

can be small improvements to the end-product or service or to the production chain. Most 

innovations  are  like  this.  Innovations  in  general  do  not  need  to  be  large  in  order  to  make  a  

difference. These small innovations should be discussed more and people (entrepreneurs) should be 

encouraged to make them even more. Many entrepreneurs in this study had created innovations, but 

they did not think of themselves as innovators. These small innovations are very important and 

should not be outshone by revolutionary “large” innovations. 

 

5.4 Ideas for further research 

 

Although forestry does not play such a large role in other economies as it does in Finland, it is still a 

major employer in many countries. As these sectors have been studied very little outside Finland, it 

would  be  an  interesting  (as  well  as  important)  field  of  research  in  other  countries  as  well,  where  

forestry  is  been  practised  on  large  scale  such  as  Sweden,  Norway,  Germany,  Austria,  Russia,  

Canada and the USA. These sectors are labour intensive and offer many jobs, which should 

encourage research and interest in these sectors. 

 

In Finland, where a good deal of research on these sectors is conducted, there are still areas which 

have had little or no attention at all. The increasing trend to subcontracting in these both sectors 
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raises interesting questions. How will it change the sector if the trend continues and what kind of 

implications does it have? Who actually is the major beneficiary and are there “losers” in 

subcontracting? Another trend in the sector worth studying more in the future is the key, area, or 

star entrepreneurship model. What effects does this have on those entrepreneurs and is it a 

profitable option for entrepreneurs in the long term as it increases their responsibilities as well as 

stages of work? 

 

It would also be fruitful to concentrate more on the labour shortage, which still seems to be a very 

common problem especially for these large and growth-oriented companies in the forest machine 

and timber haulage sectors. This is partly due to their poor image and the nature of forest machine 

and timber haulage sector jobs. In other words, in modern information societies so-called “blue-

collar” jobs are not that desirable. In the case of the forest machine and timber haulage sectors, it is 

essential to try to improve the image of these professions in order to keep them alive in Finland. 

These are jobs that cannot be outsourced outside Finland. These sectors provide jobs in the rural 

areas of Finland as long as these sectors exist. 

 

According to Kariniemi (2006) and many interviewed entrepreneurs there is a wide disparity in 

work efficiency between drivers. While it is difficult or even not necessary to try to improve work 

efficiency of top quality drivers, more effect should be put into training drivers whose work 

efficiency may be significantly lower. However, this is more a matter of education. Indeed, it seems 

that the key solution to the labour shortage is an increased professional pride of these jobs through 

good level of education and an improved image for the jobs that these sectors have to offer. 

 

Hopefully this dissertation increases interest in traditional small business sector research and 

questions the term “traditional”. A sector may be traditional – meaning that it might have existed 
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for a long time for the same purpose – but it does not mean that it does not develop or that it is not 

worth  studying.  Much  of  the  small  business  research  conducted  in  recent  years  discusses  new  

ventures or ICT and these traditional sectors do not stir the interests of researchers or funders. As 

this  study  has  shown,  these  traditional  sectors  can  offer  important  fields  of  research,  new  

phenomena and, most importantly, entrepreneurs who are eager to get new information. These 

traditional sectors may look “boring” glimpsed from the outside but it is probable that there will be 

an interesting and intence struggle for survival between the players in it. 
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Appendix I. Questionnaire for Forest machine entrepreneurs: English translation 
 
QUESTIONNAIRE                              FOREST MACHINE ENTREPRENEURS 2008 
 
Company:_____________________________________________  No.______ 
 
Juho Soirinsuo & Pekka Mäkinen 
 
 
ENTREPRENEUR 
 
1. Name______________________________  Interview date_______________ 
 
2. Address      
 
3. Phone number     
 
4. Date of birth_____ Entrepreneur since______ (year) Education_______________________________ 
 
5a. Family-owned business? _      
 
5b. Generation no. ______ and when the first generation started________  and which year the company was  
 
founded ________ and has been a limited company since _______________________________ 
 
 
ENTREPRENEUR, COMPANY AND ITS ACTIVITY 
 
6a. Number of owners _____.  I own _____%. 
 
6b. If family-owned business, how is ownership divided, how many family members are involved in  
 
business and what are their job descriptions?      
 
7. Are you a partner in some other business?      
 
8. Does your company operate outside Finland? Yes_[  ]   No_[  ] 
 
        If yes, where and how much?       
 
9. Province, county and towns, where do you operate in Finland? 
 
_____________________________ Company’s operation radius_______ km  
 
What attitude does your town take towards entrepreneurship?     
 
How do you think that influences entrepreneurship?      
 
10. Does your company operate in other fields than harvesting?     
 
11a. Do you do repairs and maintenance yourself or do you buy it elsewhere?    
 
11b. How about accounting?        
 
11c. How about financial statements?       
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12a. Does your company use other external services?      
 
12b. If yes, why and how much?       
 
12c. What is your experience of that and are you planning to increase purchasing them in the future?   
 
12d. Do you put external services out to tender or do you always use the same company?   
 
13. Are you in touch with other entrepreneurs in the sector?     
 
 
RESOURCES 
 
14. Personnel (excluding entrepreneur) 
 
                   a/ Permanent______people 
 
                   b/ Temporary ______man-months in 2007. 
 
                   c/  Has your personnel increased since 2001 and how much     
 
15. Your estimate of your personnel’s average age     
 
16a. Machinery: number of harvesters__________. In  _____ we had ______ harvesters change (_____) 
 
16b. Number of forwarders ______________ 
 
17. Your most common brand, model and how old they are (how many)     
 
18. The size and length of your current contract(s)      

 
main points of the contract      

 
and with whom it was made   (company). 

 
19. Other equipment, buildings and machinery:      
 
20. Work done by the entrepreneur himself:      
 

How many hours did the entrepreneur work in 2007? Including repairs, maintenance, etc. 
 

An average workday____hours, of which driving _____ % and other work the rest ______ %. 
 

On average _________ days per week and ________ weeks per year. 
 
21. Financing: How many different sources of finance do you use:______ 
 

What is the most important source of financing________and what is its total proportion of  
 
financing_____% and why was it chosen      

 
 
ENTREPRENEUR’S ABILITIES: RESOURCE ALLOCATION AND USAGE 
 
22. What was the average size/working time of the forests to be harvested in 2007?    
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23. Average working time of a harvester (hours per day) in 2007?     
 
24a. How often did harvesters not operate at all in 2007________________days 
 
24b. What were the main reasons for these days?      
 
25. Who and how schedules and plans your harvest?      
 
26. The proportion of working time and volume (m3) used in stands marked for harvest in 2007? 
              Proportion, %: Working time         Volume (m3) 
I. First harvest   _______________  _______________ 
II. Other harvest   _______________  _______________ 
III. Final harvest   _______________  _______________ 
IV. Seed tree harvest  _______________  _______________ 
 
27. The harvested volume consisted of  ____ % of logs,  ____ % of pulpwood and the average size of 
 
a stand marked for harvest was_________he (hectares) 
 
28. How did the stands marked for harvest divide in relation to area size: 
I. Under 1 he _____________ % of the stands marked for harvest 
II. 1-2 he _____________ % of the stands marked for harvest 
III. 2-5 he _____________ % of the stands marked for harvest 
IV. over 5 he _____________ % of the stands marked for harvest 
 
29a. Has the hiring process succeeded and have enough employees been available?    
 
29b. What is the average time employees stay at your company (variability)?    
 
29c. What is the main reason for an employee to leave the company?     
 
30. How is the hiring process executed and how do you evaluate candidate’s skills? _______________  
 
31. What kind of payroll system do you have and do you have any kind of incentive wage?  
 
Hourly wage_[   ]          Contract rate_[   ]          Monthly salary_[   ]          Other_[   ] What? 
 
 
MOTIVATION, OBJECTIVES AND LEARNING 
 
32. What is your company’s business plan, why does your company exist?    
 
33. How far do you plan your business?       
 
34. What are your company’s prime goals 
 
 A. Over a short period of time      
 
 B. Over a long period of time      
 
 C. Financially       
 
35. What means do you use to achieve these goals      
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36. Where would you say you have developed most as an entrepreneur in recent years?   
37a. What has your biggest success in recent years been?      
 
37b. How about a failure?        
 
37c. If you could choose again, would you become an entrepreneur?     
 
38. How often does all the staff personnel meet at the same time and what is the usuall topic/purpose of those  
 
meetings?         
 
 
39. (On a scale of 1-5) Entrepreneurial traits. Four common traits are listed below. Where does the 
entrepreneur rank? 
  

           Low      High 
 
1. Innovativeness          1...2...3...4...5 
 

        Low                  High 
 
2. Willingness to take risks         1...2...3...4...5 
 
                      Low                  High 
  
3. Proactiveness              1...2...3...4...5             
 
(Proactiveness: Controlling a situation by causing something to happen rather than waiting to respond to it 
after it happens. Ability to take advantage of opportunities that occur during market changes, and ability to 
create new opportunities) 
 
4. Locus of control 
a/     Internal control expectations (when an individual has direct control over his life and when the 
        outcome of his actions depends on his own performance or characteristics); 
b/    External control expectations (when an individual believes that events of life are the result of external 
       factors such as fate, chance or luck); 
 
5. Achievement motivation 
To be evaluated by the dimensions listed below (applied) 
– willingness to work hard 
– the impact of economic incentives to achieve 
– eagerness to lead or be in a managerial position 
– aspiration to achieve as much as possible 
– eagerness to compete with others vs. to do one’s best 
– desire to improve one’s own social situation, including eagerness to dominate (to be a 

manager in a leading position) 
– desire to solve problems and manage difficult situations 
 
Estimate 1...2...3...4...5   (1=weak and 5 = strong) 
 
 
STRATEGY, GROWTH AND PROFITABILITY 
 
40. Why did the company decide to grow and what was the goal of the growth?    
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41. How has the company grown in the 21st century?      
A. Organically [  ] B. Fusion [  ]                  C. Merger [  ]      D. Diversification [  ] 
 
42. Why did you decide to grow in this way?      
 
43. What problems and advantages resulted from the growth?     
 
44. What role did the customers play in the growth?      
 
45. Are you planning to grow your business in the future? How?     
 
46a. Has your company’s business model changed in the 21st century?     
 
46b. If yes, specify why and how?       
 
47a. What things have influenced the development of profitability most?    
 
47b. What actions has your company taken to try to improve profitability?   
 
47c. How has the increasing price of fuel affected your business (has it resulted in some kind of action)? 
 
48. How do you monitor the progress of your contracts and employees?     
 
 [ _ ] Monitoring machines    
 [ _ ] Monitoring worksites    
 [ _ ] Monitoring by the customer   
 [ _ ] Monitoring drivers     
 
 
BUSINESS ENVIRONMENT: MARKETS, SECTOR AND CUSTOMERS 
 
49. How has the market situation changed in the 21st century?     
 
50. Are you a key or area entrepreneur?     A. Yes [  ]  B. No [  ] C. Other, what?   
 
51. If yes, what are your experiences of this?      
 
52. The number of customers: Large customers: ____________ small:     
 
53. Has your most important customer changed in the 21st century, Yes_[  ]  No_[  ] 
 

If yes, in what year______ , why     
 

and how long was that customer relationship_______(years). 
 
54. What proportion of turnover is generated by your largest customer: _______% 
 
55. How many potential customers are there within your reach? Large________ Small_________ 
 
56. How do you prepare yourself for contract negotiations? 
 

a/  I usually do exact calculations and base my offers on those (if yes, how?)  
 

b/ I usually start negotiations by waiting for the customer to take the initiative. I do not make 
any calculations, but estimate.      
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c/ Other ways, how      

 
How long does it take to get prepared       
 
57. Who usually represents the customer?       
 
58. Do you usually take possible changes in costs (such as changes in the price of fuel) into account?  
 
 
COMPETITION 
 
59. Estimate how many harvesters are also working for your primary customer in your area?  
 
60. How has the competition changed in the 21st century? 
 
a/ Little (it has stayed at about the same level) 
b/ It has increased a little 
c/ It has increased a lot    (if answer b,c or d, why?     ) 
d/ It has decreased 
 
61. Who is your primary competitor_______________________________ why    
 
(If many tough competitors, go through them all. Competitor means in this case another harvester company 
that operates near you or, for example, VR) 
 
62. What kind of competitive strategies can you use     
 
63. What are your company’ SWOT-analyses: 
 
 a/ Strengths      
 
 b/ Weaknesses     
 
 c/ Opportunities     
 
 d/ Threats       
 
64. Have you ever used price as a competitive tactic?  No_[  ]   Yes_[  ]:     
 
65. What factors do you think the customers consider the most important; at least three factors:  
 
66. What kind of feedback have you received from your customers?    
 
 
FUTURE 
 
67. What opportunities will harvesting offer the entrepreneur in the future?    
 
68. What do you think are the factors with you can be a successful forest machine entrepreneur in the future?  
  
69. How would you like to see your company in five years and in what kind of situation?   
 
70. How do you reach this objective?       
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71. How do you react as an entrepreneur to the development of the forest machine sector and the whole  
 
forest cluster in Finland at the moment?       
 
72. Is there anything else you would like to share about your company, entrepreneurship or did you forget 
 
to mention something earlier?        
 
 
THANK YOU FOR YOUR TIME! 
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Appendix II. Questionnaire for Forest machine entrepreneurs: English translation 
 
QUESTIONNAIRE                             TIMBER HAULAGE ENTREPRENEURS 2008 
 
ENTREPRENEUR 
 
1. Name______________________________  Interview date_______________ 
 
2. Address         
 
3. Phone number        
 
4. Date of birth_____ Entrepreneur since______ (year) Education     
 
5a. Family-owned business?        
 
5b. Generation no. ______ and when the first generation started________  and which year the company was  
 
founded ________ and has been a limited company since _______________________________ 
 
 
ENTREPRENEUR, COMPANY AND ITS ACTIVITY 
 
6a. Number of owners _____.  I own _____%. 
 
6b. If family-owned business, how is ownership divided, how many family members are involved in  
 
business and what are their job descriptions?      
 
7. Are you a partner in some other business?      
 
8. Does your company operate outside Finland? Yes_[  ]   No_[  ] 
 
        If yes, where and how much?       
 
9. Province, county and towns, where do you operate in Finland? 
 
_____________________________ Company’s operation radius_______ km  
 
What attitude does your town take towards entrepreneurship?     
 
How do you think that influences entrepreneurship?      
 
10. Does your company operate in other fields than harvesting?     
 
11a. Do you do repairs and maintenance yourself or do you buy it elsewhere?    
 
11b. How about accounting?        
 
11c. How about financial statements?       
 
12a. Does your company use other external services?      
 
12b. If yes, why and how much?       
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12c. What is your experience of that and are you planning to increase purchasing them in the future?   
 
12d. Do you put external services out to tender or do you always use the same company?   
 
13. Are you in touch with other entrepreneurs in the sector? ___________________________________ 
 
 
RESOURCES 
 
14. Personnel (excluding entrepreneur) 
 
                   a/ Permanent______people 
 
                   b/ Temporary ______man-months in 2007. 
 
                   c/  Has your personnel increased since 2001 and how much     
 
15. Your estimate of your personnel’s average age     
 
16. Machinery: number of trucks__________. In  _____ we had ______ trucks (change______) 
 
17. Your most common brand, model and how old they are (how many)     
 
18. The size and length of your current contract(s)      
 

main points of the contract      
 

and with whom it was made   (company). 
 
19. Other equipment, buildings and machinery:     
 
20. Work done by the entrepreneur himself:      
 

How many hours did the entrepreneur work in 2007? Including repairs, maintenance, etc. 
 

An average workday____hours, of which driving _____ % and other work the rest ______ %. 
 

On average _________ days per week and ________ weeks per year. 
 
21. Financing: How many different sources of finance do you use:______ 
 

What is the most important source of financing________and what is its total proportion of  
 
financing_____% and why was it chosen     

 
 
ENTREPRENEUR’S ABILITIES: RESOURCE ALLOCATION AND USAGE 
 
22. What was the average length (km)/size of the load in 2007?     
 
23. Average working time of a truck (hours per day) in 2007     
 
24a. How often did trucks not operate at all in 2007________________days 
 
24b. What were the main reasons for these days?      



Appendix II 
 

 
25. Who and how schedules and plans your pick-ups?      
 
26. How much of the driving takes place in forest roads?      
 
27. Of the haulage volume there was _____ % of logs and _____ % of pulpwood 
 
28a Has the hiring process succeeded and have there been enough employees available?    
 
28b. What is the average time employees stay at your company (variability)?    
 
28c. What is the main reason for an employee leaving the company?     
 
29. How is the hiring process executed and how do you evaluate a candidate’s skills?   
 
30. What kind of payroll system do you have and do you have any kind of incentive wage?  
 
Hourly wage_[   ]          Contract rate_[   ]          Monthly salary_[   ]          Other_[   ] What? 
 
 
MOTIVATION, OBJECTIVES AND LEARNING 
 
31. What is your company’s business plan, why does your company exist?   
 
32. How far do you plan your business?       
 
33. What are your company’s prime goals 
 
 A. Over a short period of time     
 
 B. Over a long period of time      
 
 C. Financially       
 
34. What means do you use to achieve these goals_________    
 
35. Where would you say you have developed most as an entrepreneur in recent years?   
 
36a. What has your biggest success in recent years been?     
 
36b. How about a failure?        
 
36c. If you could choose again, would you become an entrepreneur?    
 
37. How often does all the staff personnel meet at the same time and what is the usuall topic/purpose of those  
 
meetings?        
 
38. (On a scale of 1-5) Entrepreneurial traits. Four common traits are listed below. Where does the 
entrepreneur rank? 
  

           Low      High 
 
1. Innovativeness          1...2...3...4...5 
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        Low                  High 
2. Willingness to take risks         1...2...3...4...5 
 
                      Low                  High 
  
3. Proactiveness              1...2...3...4...5             
 
(Proactiveness: Controlling a situation by causing something to happen rather than waiting to respond to it 
after it happens. Ability to take advantage of opportunities that occur during market changes, and ability to 
create new opportunities) 
 
4. Locus of control 
a/     Internal control expectations (when an individual has direct control over his life and when the 
        outcome of his actions depends on his own performance or characteristics); 
b/    External control expectations (when an individual believes that events of life are the result of external 
       factors such as fate, chance or luck); 
 
5. Achievement motivation 
To be evaluated by the dimensions listed below (applied) 
– willingness to work hard 
– the impact of economic incentives to achieve 
– eagerness to lead or be in a managerial position 
– aspiration to achieve as much as possible 
– eagerness to compete with others vs. to do one’s best 
– desire to improve one’s own social situation, including eagerness to dominate (to be a 

manager in a leading position) 
– desire to solve problems and manage difficult situations 
 
Estimate 1...2...3...4...5   (1=weak and 5 = strong) 
 
 
STRATEGY, GROWTH AND PROFITABILITY 
 
39. Why did the company decide to grow and what was the goal of the growth?    
 
40. How has the company grown in the 21st century?      
 
A. Organically [  ] B. Fusion [  ]                  C. Merger [  ]      D. Diversification [  ] 
 
41. Why did you decide to grow in this way?      
 
42. What problems and advantages resulted from the growth?     
 
43. What role did the customers play in the growth?     
 
44. Are you planning to grow your business in the future? How?     
 
45a. Has your company’s business model changed in the 21st century?     
 
45b. If yes, specify why and how?      
 
46a. What things have influenced the development of profitability most?    
 
46b. What actions has your company taken to try to improve profitability?   
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46c. How has the increasing price of fuel affected your business (has it resulted in some kind of action)? 
 
47. How do you monitor the progress of your contracts and employees?     
 
 [ _ ] Monitoring trucks    
 [ _ ] Monitoring worksites    
 [ _ ] Monitoring by the customer   
 [ _ ] Monitoring drivers     
 
 
BUSINESS ENVIRONMENT: MARKETS, SECTOR AND CUSTOMERS 
 
48. How has the market situation changed in the 21st century?     
 
49. Are you a key or area entrepreneur?     A. Yes [  ]  B. No [  ] C. Other, what?   
 
50. If yes, what are your experiences of this?      
 
51. The number of customers: Large customers: ____________ small:     
 
52. Has your most important customer changed in the 21st century, Yes_[  ]  No_[  ] 
 

If yes, in what year______ , why      
 

and how long was that customer relationship_______(years). 
 
53. What proportion of turnover is generated by your largest customer: _______% 
 
54. How many potential customers are there within your reach? Large________ Small_________ 
 
55. How do you prepare yourself for contract negotiations? 
 

a/  I usually do exact calculations and base my offers on those (if yes, how?)  
 

b/ I usually start negotiations by waiting for the customer to take the initiative. I do not make 
any calculations, but estimate.      

 
c/ Other ways, how      

 
How long does it take to get ready       
 
56. Who usually represents the customer?       
 
57. Do you usually take possible changes in costs (such as changes in the price of fuel) into account?  
 
 
COMPETITION 
 
58. Estimate how many trucks are also working for your primary customer in your area?   
 
59. How has the competition changed in the 21st century? 
 
a/ Little (it has remained at about the same level) 
b/ It has increased a little 
c/ It has increased a lot    (if answer b,c or d, why?     ) 
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d/ It has decreased 
 
60. Who is your primary competitor_______________________________ why    
 
(If many tough competitors, go through them all. Competitor means in this case another timber haulage 
company that operates near you or, for example, VR) 
 
61. What kind of competitive strategies can you use___________________   
 
62. What are your company’ SWOT-analyses: 
 
 a/ Strengths       
 
 b/ Weaknesses     
 
 c/ Opportunities     
 
 d/ Threats      
 
63. Have you ever used price as a competitive tactic?  No_[  ]   Yes_[  ]:     
 
64. What factors do you think the customers consider the most important; at least three factors:  
 
65. What kind of feedback have you received from your customers?    
 
 
FUTURE 
 
66. What opportunities will timber haulage offer the entrepreneur in the future?    
 
67. What do you think are the factors with you can be a successful timber haulage entrepreneur in the future?  
  
68. How would you like to see your company in five years and in what kind of situation?   
 
69. How do you reach this objective?       
 
70. How do you react as an entrepreneur to the development of the timber haulage sector and the whole  
 
forest cluster in Finland at the moment?       
 
71. Is there anything else you would like to share about your company, entrepreneurship or did you forget 
 
to mention something earlier?        
 
 
THANK YOU FOR YOUR TIME! 
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