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Abstract

The main purpose of this study was to analyse #hationship between farm characteristics and firdnc
portfolio diversification among sugarcane farmerdBungoma and Kakamega Counties in Kenya. Deseeipti
correlation was used to describe and establisheflitionships among the study variables. The tgygptlation
for this study comprised of all sugarcane farmeosiad Kakamega and Bungoma Counties. Both primady a
secondary data was used in this study and theiyissit approach to research guided data analysises used
for the study. The study variables were measur@uusoth the ordinal scale and summated scaler(itgpe
scale).The questionnaire was pre-tested on piggaedents who were not be part of the study resriadut
knowledgeable in the study aspects in order torentheir validity and relevance. Cronbach’s alpbafficient
was used to measure the reliability of the scalee Telationship between return on investment omfar
characteristics which was the dependent variablhefstudy and portfolio diversification was assesasing
Pearson product moment correlation. The study foaod that there was a positive correlation between
contracting farmers secures farm funding and firngportfolio diversification which was statistityal
significant (r =.468, p<0.05). The regression resukvealed that farm characteristics had overghificant
positive relationship with the financial portfoldiversification among commercial sugarcane farnerisenya
(B = 0.204, p-value = 0.012). The hypothesis criterés that the null hypothesigtshould be rejected ff £ 0
and p-value< o otherwise fail to reject §}if the p-value >0. From the above regression resuftss O and p-
value< 0.05, hence the study therefore rejected the hybthesis sincg # 0 and p-value< a and concludes
that farm characteristics affected financial pditfadiversification among commercial sugarcane farsnin
Kenya.
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1.1 Background to the study

Net farm income is highly variable from year to geand is closely tied to the size and efficiendythe
operation. It also depends on the amount of debfahm is carrying. The rate of return on farm &sgequite
variable, too, but average long-term rates of @Qgercent have been common. The average ratdush ren
farm equity measures how fast farm net worth ismyng, excluding changes in land and machinery \alue
Highly leveraged farms may earn little or no retomequity when interest rates are high. On therdtland, if
the farm’s overall return on assets is higher ttiencost of borrowed money, the return on equity b quite
high and net worth will grow rapidly. Operating fitonargin is equal to the shilling return to capitlivided by
the value of farm production each year. Ratios lmxeraged about 25 to 30 percent in recent yeagh ptofit
farms have had ratios of 35 percent or more, wloite profit farms have had ratios of less than 1%ceet.
Farms that hire or rent assets such as labor, tandachinery will have a lower operating profitngia because
operating costs are higher. However, they will Ugugenerate a larger gross and net income. Farithsomned
or crop share rented land will have a higher ojrggatrofit margin because they have lower operatixgenses.

Profitability refers to the difference between im@mand expenses. One important measure of prdifiyaiki net
farm income. Annual rates of return on both equdpital and total assets also can be calculateccamgpared
to interest rates for loans or rates of return frtarnative investments. Financial efficiencyeatshow what
percent of gross farm revenue went to pay inteogsrating expenses, and depreciation, and how nvasHeft
for net farm income. The asset turnover ratio messtow much gross income was generated for edtdr do
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invested in land, livestock, equipment, and ottssiets. Asset turnover ratios for typical farmsadyeut 30 to 40
percent, but they can range from 20 to 30 peraanibfv profit farms and up to 40 to 50 percentliayh profit

farms. The asset turnover ratio measures the éfficise of investment capital while the operatirafipmargin

ratio measures the efficient use of operating ehpBecause they are substitutes for each othenddvand
rented land, for example), farms that are highria measure may be low in the other.

Repayment capacity measures show the degree td whgh generated from the farm and other sourdebevi
sufficient to pay principal and interest paymerggsfaey come due. The farm record data that wadadaidid
not contain enough information to calculate hist@arirepayment capacity measures. However, the thiot
coverage ratio should at least be great than hdfse capital debt repayment margin should beslargpugh to
cover any possible shortfalls in cash flow thatrmnbe paid from savings or other sources of stawrt
liquidity. If comparisons show that a farm'’s findalcperformance is below average, further analghisuld be
done to determine the sources of the problem. Ao¢gmssible concern are production efficiency, keéing,
purchasing of inputs, and the scale of the operatiaelation to the size of the work force. Enté&gp analysis
and production records can help identify problenad tontribute to poor financial performance. (Etas 2013)
Prior studies have shown a close relationship bervike use of debt financing and the profitabitifhe small
and medium size enterprises. According to Buthieated Yanikkaya (2008) in a study on the effectsl@ibt
financing from IMF, they determined that IMF lendirstimulates the growth and performance of SMEs.
Currently, the contributions of the SMEs are sm#igant and have been recognized by many govertsnen
which are now including them in their developmelang. This also includes support services and fgnait
lower interests.

1.2 Statement of the problem

Households seek to generate a portfolio of incoritle eifferent degrees of risk, expected returregillity and
seasonality. Farmers are thus allocating diffefemiisehold resources at their disposal to differeabme
generating activities and farmers are giving atbento more than one major activity aimed at notyon
stabilizing but also increasing and maximizing fancome. (Andrew, 2009)

M Dlamini (2010) identified numerous assets thaerdaine sugarcane profitability. These includenfassets;
closely monitoring labor as far as planting, wegdirrigation, fertilizer application and harvesgiis concerned.
He also confirmed that under-utilizing labor affe¢he overall profitability and identified agronafiactors
such as varieties planted, soil fertility, systefmirdgation and planting time as determinant ofyarcane
investments in financial performance. Masaku (20drbvided considerable insights regarding farm rfaial
assets affecting sugarcane investments financiénmeances. These include yield per ha, farmereeapce,
sucrose content in the sugarcane, change in pliodugtiota of the farmers and the distance betwaen &nd
the mill.

A comparative performance of the sugar industryth®y Kenya sugar Board (2012:2013) shows that tigarsu
industry recorded an 8.3% decrease in sugar priothudtiring the period January-March 2013 compaoetthé
same quarter last year. Total sales for the quawvéze 135,610 tons against 143,077 tons in the saamed
2012, a decrease of 5.2%. The quarter ended waing stock of 14,658 tons against 21,726 tonsénsame
period last year. Total area under cane as atrtieo&March 2013 was 180,912 hectares compare®&da9
hectares in the same period last year, a decrdat4%.An analysis by Kenya National Bureau of stats
(2007) on the major sources of household incomevetidhat households derived the highest propodfaheir
income from employment and labor (47.65%) and raymf enterprises (36.60%). This is an indicator that
households rely to higher extent on non-farm saurmkincome than on farm sources. The other sources
contributed a small proportion of the total incoare these were crops (7.21%), livestock (6.50%) athdr
(2.04%). The category of income labeled as othexs eomposed of minor sources of income such as, gift
donations, shares in cooperatives and remittafidas. means that the non-farm assets and finansgsta are
also more important to the households in terms@diine contribution and investment diversification.

Farm diversification is common to rural landownarsoss the developing world. In Kenya, diversiimatis
being promoted as a system to build economic egsié for farming families. Diversification is andétibn of
another stream of farm-based income to supplemateiisting source/s. Over time, the diversifiaatio
enterprise may overtake and replace the originad basiness (Andrew, 2009). It is against this baolnd that
this study analyzed the relationship between faharacteristics and financial portfolio diversifigat among
commercial sugarcane farmers in Kenya.

1.3 Objective of the study
The objective of the study was to establish thduérfce of farm characteristics on financial portfol
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diversification among commercial sugarcane farnretgenya.

1.4 Hypothesis of the Study
Ho. Farm characteristics affect the level of finangattfolio diversification among sugarcane growiagnfers
in Kenya.

2.1 Literature Review

Farm size, farm experience and contract farming sanme of the farm characteristics known to infllenc
financial portfolio diversification of sugarcanerfi@ers. The size of the farm generally has a pasigffect on
the decision of a farmer on whether to diversifgittinvestments or not. It is assumed that houskshualith
larger cultivated tracts of land have the abildydiversify their portfolio as compared to theiuoterparts with
smaller tracts of land.

Interest by agricultural economists in farm divéesition is evident in published research. Sineedhrly works
of Markowitz and Heady, attention has focused nyagnt mean-variance portfolio approaches. Theseestud
generally focus on the normative issue of optimaeigification under uncertainty. The fundamentdgsons
why farmers diversify is that the relationship beén diversification and farm size is an indicatbtrade-offs
between risk reduction and possible economies z® igi a particular activity. That is if there amgbstantial
economies of scale in a particular activity oneadiegives up a large expected return in ordemisues against
risk through diversification. (Pope & Prescott, 8DUhe size of the farm has an effect on the m@bfiity of the
enterprise because farmers with a small farm maguwre a good yield only to find that his returns kwer,
owing to costs incurred as a result of economiesze.

The number of years a farmers’ association has beeslved in sugarcane farming is a proxy of the
management capability of the association. It iseeigd to have an influence in the farmers’ assiocist
management skills as well as improved interactigh the mill where they deliver their sugarcanerdugh the
interaction, the farmers may develop some confideint sugarcane farming by applying the required
management expertise to produce a good crop. Tawmers who had been involved in the sugarcaneif@rm
for several years are expected to perform bettar thlatively new farmers. Therefore, a positidatienship is
expected between farming experience and profihpetare. (Dlamini & Masuku, 2012)

In contract farming, the buyer and the producermidnm advance to exchange the product. In additiomost
cases, the buyer provides credit, monitoring, atitiectly involved in part of the production prose3he need
for steady supply of raw material, the scope ferlihiyer to provide in-kind loans, and the preseri¢ecreasing
returns in some of the cultivation or post-harvesttasks are among the major factors thought tectthe
emergence and the success of contract farming sshéhorenzo, Michael, & Sendhil, 2012)

Contract farming is defined as “an agreement betwiaemers and processing and/or marketing firmstfier
production and supply of agricultural products unfileward agreements, frequently at predetermingcep’
(Eaton and Shepherd, 2001). In addition, the langgrity of these schemes include the provisiompfits and
some form of production monitoring. Eaton and Sleegtalso identify five main typologies of contréatming,
primarily based on the number of contractors. Aaptmportant distinction across schemes is basdtieprice
setting mechanism. In “fixed price contracts”, tmmtracts specify in advance the price producellgedgeive at
harvest. In “formula price contracts”, a pre-detiered formula determines the price received by fasmasing
the current market price as a starting point, autiofing in the costs and the interest on the mpubvided by
the buyer during the production process. With tiemdntling of marketing boards and the liberalimatof
agricultural markets, the prevalence of contracifag schemes has been steadily increasing thraughe
developing world, including Africa (Porter and Hipg-Howard, 1997). In Kenya, the country we focusthis
paper, Grosh (1994) reports an increase in theesbfacontracted crops over the total value of madkerops
from 22% in 1964 to 45-50% in the mid-1980s.

According to Waswat al (2012), contracted cane farmers supply 90% oftéke sugar cane to the Kenyan
sugar factories. The majority of these are smalesgrowers, whilst the remaining is supplied bgtdaes
Nucleus Estates. Therefore contracted cane farareran important entity in sugarcane productionCM@ing

a large-scale organization operates under a buauéorm of structures. The farmer and the comypbave
each management obligations that affect sugarcandugtion; therefore the researcher investigatesl th
managerial factors (functions) that influenced sw@ae production by contracted sugarcane farmées . study
assumes that portfolio diversification is directiffected by some characteristics of the farmerrneton
investment. The study is also based on the assomftiat these characteristics will either push fdraer to
diversify more or lesser. It is on this view thia¢ study formulated the following null hypothesis:
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The conceptual Framework
Independent variable Dejplemt variable

Farm characteristics:

* Farm size _»| Financial portfolio diversification
» Farmer experience

» Contract farming

3.1 Methodology and Design

A research design refers to the overall strategt/ybu choose to integrate the different componehtise study
in a coherent and logical way, thereby, ensuring will effectively address the research problentoibstitutes
the blueprint for the collection, measurement, andlysis of data (Sakaran, 2003).This study waareeg
research design as the research involved colledita as reported by individuals. The data was tescribed
and further correlated to create a snap shot ofctlreent state of affairs and to establish and rilesahe
relationships among two or more study variablesddptive research design allows the researcheratuate
and describe the relationship between the studgahlas which are associated with the problem. &ational
design also allows a researcher to measure tharobseariables by asking questions to the respdadam then
examining their relationship (O’Connor, 2011). Tdfere the study was descriptive correlational study
Descriptive was chosen because it provides avelgtcomplete picture of what is occurring at aegitime and
allowed the development of questions for furthedgtwhile correlational research design allowedingsof
expected relationships between and among variablaking predictions and can assess these relatpmgh
everyday life events.

3.2 Study Area

The study was carried out in Bungoma and Kakameganties. Sugar cane farming supports directly or
indirectly over five million people in Kenya (KSR012). The challenges faced by Kenya sugar indwstey
inefficient production processes, accumulated dad, stiff competition from low cost producers dmgh cost

of production. These issues push the farmers th theeaddition of another source of farm-basednmedo the
existing income stream (Mumias sugar, 2007) héneeneed to carry out the study in this area. Triogimity

to the researcher is another reason as to whyathis was chosen; this allowed the researcherrtduct the
research adequately and within the stipulated fieréd.

3.3 Population

The target population for this study comprised Bfsagarcane farmers around Kakamega and Bungoma
Counties. The farmers were preferred because tigeljkaly to exhibit elaborate relationships betwelee study
variables since they are highly knowledgeable ahkibet farming activities related with the crop ar t
environment in which the crop is grown.

The population of the study was 2,039,6KBIBS (2012)

3.4 Data collection instrument

According to Mugenda, (2003) data collection instamts are the tools that assist the researchéeiprocess
of gathering and measuring information on variableimterest, in an established systematic fasttiabhenables
one to answer stated research questions, testhegest, and evaluate outcomes. For this studyetearcher
will use questionnaires. The questionnaires havk bpen-ended and closed-ended, and were dividedtiree
parts. Part | contains general information of thgpondent, part 1l contains questions on Returin@astment
and lastly part 1l contains questions on finanpiadtfolio diversification.

3.5 Pilot Study

In order to ensure content validity of the reseangtrument, the preliminary questionnaire was tested on a
pilot set of respondent for comprehension, logid eglevance. Respondents in the pre-test were dfieosm a

section of Sugarcane growers in Kakamega Countghwhill be similar to those in the actual studyténms of

background characteristics. The respondents onhwihie pre-testing was done was not be part of dhget

population of study. 30 farmers randomly seleetede used in the pilot study.

3.5.1Validity of research instrument
All the aspects of the questionnaire were pre-testeluding question content, wording, sequencestjan
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difficulty, layout and form and instructions. Theefilback obtained was used to revise the questienbafore
administering it to the study respondents. Bothghestionnaire and the measurement process wasdjojdthe
conceptual framework in order to measure the keyehts of ROI and financial portfolio diversificati and
ensure construct validity because they refleckthecomponents of the study variables.

3.5.2 Reliability of Research Instrument

Reliability on the other hand refers to the meastirtne degree to which a research instrument yietthsistent
results on across time and across the various itdrtiee instrument (Sekaran, 2003). Reliabilityhis extent to
which an instrument is predictable, stable, aceueatd dependable to yield the same results every iti is
administered. Cronbach’s alpha coefficient was usedeasure the reliability of the scale, which s used
to assess the interval consistency among the wsdastrument items. This is because it is stramg
determining the inter consistency or average catitgl of items in a survey instrument to gaugeeétsmbility
(Santos, 1999).

3.6 Data analysis and presentation

The positivistic approach to research guided datlyais was used for the study. Positivism advecibe
hypothesis testing using quantitative techniquege&s 2003). The data followed Sekaran, (2003) fsiep
process of data analysis; getting data ready fatyais which involves getting a feel of the datsting the
goodness of the data and testing the hypothesiesd&ta was subjected into factor analysis in c@eletermine
the suitability of the data for regression analy8iscording to Kothari (2010), factor analysssa useful tool for
investigating variable relationships for complexncepts such as socioeconomic status, dietary psiter
psychological scales. It allows researchers to stigate concepts that are not easily measured tiyirby
collapsing a large number of variables into a fateripretable underlying facto®escriptive statistics was used
to obtain a general understanding of the respostieharracteristics. Both parametric and non-pardamegsts
were done depending on measurement scale. In art &f establish the suitability of the data fognession
analysis by ensuring that the dependent and indigmervariables have a statistically significangatieinship
while at the same time controlling for multicollaréty problem which occurs if any two independeatiables
are highly correlated (Cooper & Schindler, 200%)relation analysis was used to measure the stresfgthe
relationship between financial returns on investimamd financial portfolio diversification.

The relationship between return on investment ohfaharacteristics and financial portfolio diveication was
expected to follow the multiple linear regressiondels as follows:

Y =80 +B:Xy
Where:
Y = Dependent variable (household portfolio dsifcation).
Bo = Constant or intercept which is the value of dejemt variable when
All the independent variables zeeo.

By = Regression coefficient for each independentdel

€ = The slandered error term random- variationtdugther unmeasured factors.
X1 = Return on investment of farm characteristics

4.1 Response level, Data coding and Cleaning

Although the study had intended to collect datamfra sample of 399 Households, the researcher mdriage
successfully collect data from 320 of them. Thisresents a response rate of 80 percent of thet jaogeilation
and the researcher considered the response rate egmugh. The data was then coded and cleanedgtinrou
extensive checks for consistency. Data was analymag a set of descriptive and inferential stiigsin
statistical package for social sciences (SPSS)arel.0 software.

4.1 Descriptive Study Results

The return on investment of farm characteristics wasessed by six measures. Table 4.1 presentslaliant
result which shows that on the scale of 1 to 5 (et the greatest extent and 1lis the lowest éxtent

Most the household return on investment of farmrattaristics are to great extent correlated withascane
contact farming is the best if you are to get abilo get funds for other investments (Mean 4.180) also
Sugarcane contact farming enables profit orienteghicane investments (mean 4.100). However, cdimgac
enables one to acquire security for other typdaswdstments (mean 3.400) and my big farm enabletonearn
reasonable profits (mean3.700) were moderate. @yedte intensity of return on investment of farm
characteristics was considerably high (mean 3.808).

The results reveal that at one-sample t-test cosgarof the financial return on investment of farm
characteristics mean score indicates differences were all statistically significant. The exterftreturn on
investment of farm characteristics varied from twoesehold to another. My farm size is big enougbrtable
me earn sufficient profits (t-test = 42.684, p-waki 0.05) and it was followed by my big farm enabhee to
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earn reasonable profits (t-value=39.814, p-vali®05). On the other hand, the lowest difference reasrted
in | have a long experience in farming sugarcanehlvimakes it always profitable (t-value=26.292,glue <
0.05) followed by with some experience sugarcamifgg is profitable (t-value=26.321, p-value < 0.05

Table 4.1 Financial Return on Investment of Farm Chracteristics

Std. Significance (P-
ROI of Farm Characteristics Measures N Mean Deviation t-value value)
My big farm enables me to earn reasonable profit 320 3.700 .842 42.684 0.000
nMeye:‘ja;m is big enough that its revenue supports 320 3.750 766 39.814 0.000
| have a long experience in farming sugarcane wi 320 3.750 829 33452 0.000
makes it always profitable
Contract!ng enables one to acquire security foero 320 3.400 860 26.292 0.000
types of investments
Sugart_:ane contact farming is t_he best if you ar 320 4.150 796 26,321 0.000
get ability to get funds for other investments
Sugarcane contact farming enables profit orier 320 4.100 830 27 374 0.000

sugarcane investments

4.2.2 Factor analysis for Farm Characteristics

From the results, KMO has an index of 0.56. Froengtudy results, the Bartlett's Test of Spheritiag p-value
of 0.000 which is less than the stated= 0.05, implying that the test is highly signifitahence the factor
analysis is appropriate.

Table 4.2 Results of Factor Analysis for FinanciaROI of Farm Characteristics
Component Matrix(a)

Component
Contracting f rmers Farm size relate to
secures farm funding profitability
My big farm enables me to earn reasonable profi .564
My farm is big enough that its revenue supports 602
needs '
| have a long experience in farming sugarc 874
which makes it always profitable '
Contracting enables one to acquire security foemn 895
types of investments '
Sugarcane contact farming is the best if you ar 924
get ability to get funds for other investments '
Sugarcane contact farming enables profit orier 948
sugarcane investments ’
Overall Mean 3.883 3.733
Cronbach’s Alpha 0.938 0.789

Extraction Method: Principal Component Analysis.
a 2 components extracted.

From the study results, farm size relate to prbiity accounts for 50.771% and 26.146% respecyive| the
total variance. Cumulatively, 76.917% of the vacris accounted for by the two factors. From thelt
results, the system has identified the two as itambrfactors to be loaded in the analysis. Fromrtiated
matrix, factor one (farm size relate to profitafyiiihas is highly and positively correlated witlgaocane contact
farming enables profit oriented sugarcane investsmém948). However, | have a long experience imfag
sugarcane which makes it always profitable withtdadwo (0.874). The overall correlation betweer th
indicator of Farm size relate was 0.680 and Cotitrgdarmers secures farm funding was 0.922.

The measures of return on investment of farm chariatics were subjected into the reliability testing
Cronbach’s alpha coefficient and were found to h@wenbach’s alpha coefficient of 0.738 hence caersid to
be reliable in that they all had alpha coefficigreater than the minimum accepted Cronbach’s atpbéicient
of 0.70.
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Table 4.3 Overall significance ANOVA (F-test) (Contacting farmers secures farm funding)

Model Sumof  Degree of Mean Sign. (P-
Squares Freedom Square F value)
Contracting farmers secure¢ Regression 1.362 4 1.362 1.621 0.008
farm funding Residual 5.351 316 0.334
Total 6.713 320
Farm size relate tt Regression 1.081 5 1.018 2.162 0.024
profitability Residual 2.230 315 0.216
Total 3.311 320

Predictors: (Constant): Age

The ANOVA results shows that on overall significanthere is a statistically significant relationshietween
age and contracting farmers secures farm fundinguse the p-value is less than the set value &f(.6 value
= 0.008) while the relationship between age andnFsize relate to profitability was also statistigaignificant
(p-value=0.024) .

4.2.3 Correlation between Farm Characteristics andPortfolio Diversification

The relationship between return on investment ohfaharacteristics which was the dependent variablae
study and portfolio diversification was assessddgufearson product moment correlation. As showmnahle
4.18 below, there is a positive correlation betwdé@m size relate to profitability and financial rfolio

diversification which was statistically significaft =.638, p<0.05). On the other hand, there isoaitjve
correlation between contracting farmers securas fanding and financial portfolio diversificationhich was
statistically significant (r =.468, p<0.05). Thesearch findings also show that there is a positaationship
between all the measures of farm characteristidspantfolio diversification and the other measunad positive
and significant relationship among themselves.

Table 4.4: Correlation between Farm Characteristiceand Financial Portfolio Diversification

Scale 1 2 3
1 Financial Portfolio diversification 1
2 Farm size relate to profitability .638* 1
3 Contracting farmers secures farm funding .468* 42%4 1

*Correlation is significant at the 0.05 level (2i¢al).

4.2.4 Regression Analysis for Farm Characteristicand Financial Portfolio Diversification

To assess the level of significance of the relatigm between farm characteristics and financialskbold
portfolio diversification among commercial sugaredarmers in Kenya, the study formulated the follaywnull
hypothesis;

Ho. Farm characteristics do not have a significant relationship with financial portfolio
diversification among commercial sugarcane farmersin Kenya.

The null hypothesis () tested the direct relationship between Farm chariatics and financial portfolio
diversification among commercial sugarcane farmer€enya using aggregate mean scores. The measfires
financial portfolio diversification mean scores weegressed against those of farm characteristesunes and
the relevant research findings are presented ifeT&b.

Table 4.5 Regresion Results of Financial Portfoli@iversification against Farm Characteristics
Goodness Fit Analysis: Model Summary(b)

Model R R Square Adjusted R Square Std. Error of the Estimate
1 .204(a) 163 .046 .83466
a Predictors: (Constant), Farm characteristics
b Dependent Variable: Financial Portfolio diversifion
Overall significance, ANOVA(b)

Sum of
Model Squares Df Mean Square F Sig.
1 Regression .543 1 543 779 .012(a)
Residual 2.787 316 .697
Total 3.329 320
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a Predictors: (Constant), Farm size relate toifadaifity, Contracting farmers secures farm funding
b Dependent Variable: Financial Portfolio diversifion
Individual significance (T-test): Coefficients(a)

Unstandardized Standardized
Model Coefficients Coefficients
B Std. Error Beta T Sig.
1 (Constant) 4.016 5.120 1.565 .193
Farm size relate t
profitability 1.184 1.342 .204 .883 .042
Contracting farmers ) 265 0.779 0.266 2289 0.028

secures farm funding

a Dependent Variable: Financial Portfolio divacsifion
e Lever of significanceq = 0.05

From the Table 4.5, the regression results reveal farm characteristics had overall significansifiee
relationship with the financial portfolio diversifition among commercial sugarcane farmers in Keflya
0.204, p-value = 0.012). The hypothesis criteria treat the null hypothesisglishould be rejected ff # 0 and
p-value< a otherwise fail to reject if the p-value >u. From the above regression resujts; 0 and p-value
0.05, hence the study therefore rejects the nudbthesis sinc@ # 0 and p-value< a and concludes that farm
characteristics affected financial portfolio diviicsation among commercial sugarcane farmers iny@ehe
study results show that at the individual leveltla indicators of Farm characteristics relatgrofitability and
contracting farmers secures farm funding had peastind significant effect on financial portfoliovdrsification
as follows: Farm size relate to profitability hadsitively influenced on financial portfolio divédfisation (3 =
0.204 and p-value = 0.042) while contracting fasnsecures farm funding also positively affectediiicial
portfolio diversification § = 0.266, p-value = 0.028).

Arising from the research results in Table 4.5, ibgulting regression model that predicts the lefdinancial
portfolio diversification (PD) for a given level édrm characteristics (FC) is stated as follows:

PD = 2.681+ 0.204FS+ 0.266CF

Where: 2.681 = y-intercept constant, PD = houselmdfolio diversification, 0.204= an estimate dfet
expected increase in financial portfolio diversition corresponding to an increase in use of fape Ilate to
profitability and contracting farmers secures fdomding. The regression results also shows thdt fiércent of
the portfolio diversification can be explained layrh characteristics (8yuare = 0.161).

5.1 Summary of the Findings

The study found out that farm characteristics hadrall significant positive relationship with thedncial
portfolio diversification among commercial sugaredarmers in Kenya(= 0.204, p-value = 0.012). The study
results show that at the individual level, all timglicators of farm characteristics relate to padfitity and
contracting farmers secures farm funding had p@stind significant effect on financial portfoliovdisification
as follows: Farm size relate to profitability hpdsitively influenced on financial portfolio divéfisation (3 =
0.204 and p-value = 0.042) while contracting fasnsecures farm funding also positively affectediiicial
portfolio diversification f§ = 0.266, p-value = 0.028).

5.2 Conclusions

Farm characteristics had overall significant pwesitrelationship with the financial portfolio divéisation
among commercial sugarcane farmers in Kerfya 0.204, p-value = 0.012) hence the study conelutat
commercial sugarcane farmers in Kenya need to ingpom their farm characteristics because it has fmend
by this study to have a positive and significarfeaf on portfolio diversification of commercial sargane
farmers in Kenya.
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