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INTRODUCTION

This specialised conference of the EuroMed Academy of Business aims to provide a
unique forum and facilitate the exchange of cutting -edge information on examining
and building new theory and business models in the areas of wine and agrifood
management.

Many people and organizations are responsible for the successful outcome of ths
conference of the EuroMed Academy of Business.

Special thanks go to the Conference Chair Prof. Amedeo Maizza, the Conference
Organising Committee and the University of Salento, in Italy, f or accomplishing an
excellent job.

It is acknowledged that a successful conference could not be possible without the
special cooperation and care of the Reviewers for evaluating the papers and
abstracts that were submitted to this conference. Special ttanks to the Session Chairs
and Paper Discussants for taking the extra time to make this conference a real
success.

The last but not the least important acknowledgment goes to all those who submitted
and presented their work at the conference. Their valuable research has highly

contributed to the continuous success of the conference.
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THE MARKET ORIENTATI ON OF OLIVE OIL CONS ORTIA IN ITALY:

AN EXPLORATIVE ANALYSIS
EEEUI Ow3POEEUEOw#z OPEOOwW UT ULUUOO
Department of Economics, Management, Environmental and Quantitative Methods (SEAM), University
of Messina, Italy

ABSTRACT

This paper aims to examine the market orientation of Olive Oil Consortia in Italy. Through an
explorative qualitative analysis, the study sets out to look in detail at: a) whether and how the
principal features and main activities characterizing this fundamental marketing concept are
defined and effectively implemented in the orga nizations under examination; b) whether and
how the adoption of market orientation influences their business performance. Findings
suggest that Olive Oil Consortia recognize the relevance of customer orientation, competitor
orientation and inter -functional coordination in order to develop innovative products that
Ol 1T OwWwEUUUOOI UUzwOI 1 EUWEOGEwWxUI T 1 Ul OE1l UWEOEOWEOOUI |
However, the adoption of market orientation constitutes a significant challenge to Consortia
that usually f ocus more on promotion policies and thus require a cultural change as well as
the availability of economic and human resources needed to adopt and implement this

orientation.

Keywords: Market orientation; customer orientation; competitor orientation; @hsortia; Italy.

INTRODUCTION

Our research aim is to examine the market orientation of Olive Oil Consortia in Italy. Specifically, the
study sets out to analyze: a) whetherand, above all, how the concept of market orientation ¢ a
fundamental marketing c oncept ¢ can be implemented within the organizations under examination,
focusing attention on the distinctive dimensions that characterize this orientation; b) whetherand how
the adoption of market orientation influences their business performance.

The basic idea is that the adoption and implementation of market orientation may make a valid
contribution towards improving the performance of Consortia in the long -term with reference to
innovation consequencése., product and/or process innovation; knowle dge; generation of patents),

employee consequencé®., effects on employee motivation), financial consequenceand customer
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consequencegs.e., customer satisfaction, customer loyalty). This is of considerable importance since
these Consortia operate in a continually changing competitive environment and need to identify
suitable ways of combining their resources and capabilities in order to better satisfy customer
demands and to better cope with competitive pressure from new international players.

There are two principal reasons for focusing the attention of this study on the Italian olive oil industry
and, above all, on Italian Consortia.

Firstly, the agrifood industry in Italy has shown signs of greater dynamism compared to other sectors
of the domestic economy in the last few years (INEA, 2013). This dynamism has given rise to certain
important changes: greater commitment to R&D activity with resulting innovative products and
processes in line with environmental sustainability principles; new training courses for young
agricultural entrepreneurs; greater involvement in foreign markets (INEA, 2013), thus partly offsetting
the negative effects of the economic crisis. Therefore, the abovementioned changes have stimulated
management and marketing researches to observe sectors, economic activities and issues
traditionally considered to be of little interest, with the aim of reflecting on and exploring new
opportunities for the implementation of relevant categories of concepts and analysis.

In fact, the olive oil sector occupies a prominent position in the Italian agrifood industry, due to its
specific features and its reputation as a high quality Made in Italy product that is an integral part of the
Italian way of life This position depends on both the relevant volume of production and the
contribution made to the ltalian balance of payments (Ismea, 2013), as well as the commitment
demonstrated by firms operating in the olive oil industry to the development of effective strategies for
achieving competitive advantage in a scenario increasingly characterized by a high level of global
competitive pressure and the continuing economic recession.

With annual production reaching 480,000 tonnes, Italy reported a record surplus of 151 million Euros
in its olive oil ba lance of trade in 2013, an increase of 35 million compared to 2012 (Ismea, 2013). This
means that the value of exports exceeded imports for the third year running, although Italy remains
the biggest importer of olive oil and the second biggest exporter behind Spain (Ismea, 2013).

"OPT YT UOQwPkPi POl w(UEOCazUwxOUPUPOOwWwDPOwWDLOUI UDEUPODBEOWOEL
2013), new players are coming onto the global scene, both from the Mediterranean area (e.g. Egypt,
Morocco, Syria, Tunisia and Turkey) and from other continents (e.g. South America, Australia, North
America) (INEA, 2013). These new players are trying, on the one hand, to gain important positions in
terms of olive oil production volumes and market share and, on the other hand, to impr ove the image
of their products in comparison with those of traditional producers by offering a variety of alternative

products to attract distributors and consumers.
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From a demand point of view, Italy sold a total of about 218 million litres of oil worth 850 million
Euros, with a slight increase (+1%) for DOP oil volumes, and showing positive trends both in volumes
and value (+1% and +3 % respectively) for organic products (Unaprol, 2013). These results highlight
the growing popularity of quality products with consumers, who are better informed and more
selective in their purchases and consumption, feeding higher levels of expectation for agrifood
products. Moreover, they contribute to increased competitive pressure among producers, who are
constantly invo Ived in complex innovation processes in order to offer final consumers with reasons to
make a conscious purchase choice, in favour of high quality products.

However, olive oil producing firms, of which there were 902,075 in 2010 according to the 6t General
Census of Agriculture, are overwhelmingly small and medium firms (60% own less than 2 hectares),
characterized by a prevalence of sole ownership, gradual ageing of olive oil producers (41% of firms
are run by people over the age of 65) and limited generational turnover (only 3% of firms are run by
people under the age of 34) (Ismea, 2013). These aspects are, therefore, the main sources of difficulty
and/or impossibility for olive oil producers attempting to achieve adequate performance while
operating in a market characterised by aggressive pricing policies and undifferentiated products.
However, they have gradually given rise to forms of collaboration and aggregation processes, as a
possible alternative to the limited capability of collaborating andcons | @U1 OUOa wEUI EUDOT w? EUE
(Ismea, 2013) shown olive oil producers.

Secondly, from this perspective Consortia are starting to play a leading role in the various phases of
the agrifood production and supply chain, as can be seen from the wide range of activities and
Ul UYPET UwUTT AawEEUUaAwWwOUUwp#z OPEOOw! YY! AwbDUT wUT T wEDC
organization as a whole and for its individual members. In fact, they are concentrating mainly on the
following aspects: strengthening the distinctive traits of products on the basis of territorial
characteristics and wide range of varieties; identifying ways to obtain certifications concerning
production; adopting effective differentiation strategies that avoid forms of price competition us ed by
certain new international players and demonstrate a combination of distinctive knowledge and
competences and continuous commitment to technological innovation processes; finally, identifying
marketing strategies in response to demand needs and incesant competitive pressure. As regards the
latter point, it should be underlined that certain Consortia interpret marketing principles in a
particular way, in reference to both strategic and tactical aspects, in most cases attempting to use
marketing activit ies to resolve day-to-day problems rather than addressing the need for a precise and
rigorous strategic planning process. There is a perceptible need for a cultural change within Consortia
in order to overcome the conviction that critical success factors are no longer linked only to high -
quality products and ability to reduce production and distribution costs, as well as to encourage the

Contemporary Trends and Perspectives in 13 ISBN: 9789963711-30-7
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adoption and implementation of strategies suited to the competitive dynamics and changing

conditions of the market. In ot her words, Consortia operating in the olive oil industry need to move

towards a different philosophy focusing on the concept of market orientation (Narver and Slater, 1990;
Kohli and Jaworsky, 1990).

The paper begins with a review of literature regarding t he concept of market orientation and then
explains the methodology used to carry out the study and obtain the results, followed by a discussion
of the results, the identification of limitations, as well as further future research and managerial

implication s.

THEORETICAL BACKGROU ND

The concept of market orientation has received a great deal of attention from business and marketing

scholars, who have debated its theoretical and practical implications (Shapiro, 1988; Narver and Slater,

1990; Kohli and Jaworsky, 1990; Kohli et al., 1993; Deshpandé et al., 1993; Day, 1994, Kirca et al., 2005;

Song and Parry, 2009; Zhou et al., 2009; Kumar et al., 2011; Abbate, 2012;).

The literature review analysis reveals that consolidation of the concept of market orientati on came

about in the early 1990s, thanks to the contributions of Narver and Slater (1990) and Kohli and

Jaworsky (1990), who provide a conceptual framework for the development of a systematic theory of

this orientation.

Although the perspectives offered by Narver and Slater (1990) and by Kholi and Jaworsky (1990) are
complementary and not reciprocally exclusive (Manzano et al., 2005), this work refers principally to

the seminal study by Narver and Slater (1990), which conceptualised market orientation as an

organizational culture that pushes a firm to achieve sustainable competitive advantage by creating

UUx]1 UPOUWYEOUT wi OUWEULUUOOT UUBw3T 1T awl T T OPTTUI EwOT EQuw
@O Aw0T EQwOOU 0wl I 11 EUDYI OGecesdar) Benaviduis BoEthel cl@dlicnhzoiséperio= U1 Uw 01
YEOUI wi OUwEUal UUWEOEOQwWUT UUOWEOOUPOUOUUWUUxT UPOUwxIT Ui
1990, p. 21). This organizational culture is mainly characterized by three different behavioural

componentsd w AW EUU0OOTI UwOUPI OUEUDPOOOwWPT PET woOl EOQUWR0T T wl
EUal UUwUOOWET wEEO]I wUOWEUI EUl wUUxT UPOUWYEOUI wi OUwUI T Ou
Ol EOUw?U0T EVDWEwWUI 001 {eankiehdths &h0 wedkhdssed)dnd langteérnd thapabilities
cocOUEPOEUDPOOOwWPT PET wbPOEPEEUI Uw?UT 1 wWwEOOUEDOEUI EwUUDODA
value fortarget EUU U OOT UU> wop- EUYI UwRHE w2 OEUT UOWRNNY OQwx x8 1 h
Therefore, market orientation can be examined as a cultural feature of an organization that puts the

customer at the centre of its strategies, including focus on the activities of principal competitors and
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inter-functional coordination in order to respond and adapt to market conditions (Narver and Slater,
1990).

However, it is also necessary to underline that the definition and implementation of market
orientation require firms to possess dynamic capabilitie s (e.g., Teece et al., 1997; Eisenhardt and
Martin, 2000) that allow innovation capabilities to be combined with marketing capabilities (Morgan

et al., 2009). More specifically, these capabilities permit firms to deploy their resources in ways that
match changing market conditions ahead of their competitors, to define efficacious strategies and to
respond more effectively (Ketchen et al., 2007; Morgan et al., 2009). From this viewpoint, market
orientation and dynamic capabilities are considered valuable str ategic sources helping organizations
obtain a competitive advantage (Morgan et al., 2009) and in turn achieve marketing objectives.

Empirical studies (Narver and Slater, 1990; Jaworski and Kholi, 1993; Despandé et al., 1993; Slater and
Narver, 2000; Nwokah, 2008; Zhou et al., 2009; Kumar et al., 2011) underlined that market orientation
is associated positively with business consequences over time: customer consequences (i.e., customer
satisfaction and customer loyalty); financial consequences (i.e., growth in sales revenue, sales growth,
profitability, etc.), employee consequences (i.e., motivation, commitment, etc.) and innovation
consequences (i.e., development of new products/process, generation of new knowledge, patents)
(Hsieh et al., 2008). The relatimship between market orientation and business performance may be
moderated by environmental uncertainty, due to the unpredictability and instability of the external
environment (Song and Parry, 2009). Specifically, three types of environmental uncertainty may affect

i PUOUzwxl Ul OUCEOET 6 whAWOEUOI DwUOBET UUEDPOUawm' EOQwI DwEC
Kholi, 1993; Kirca et al., 2005); and, 3) technological turbulence (Kohli and Jaworski, 1990; Slater and
Narver, 1994). Market uncertainty refers to changes in the type and composition of customers and
their needs/preferences (Kohli and Jaworski, 1990; Jaworski and Kohli, 1993). Competitive intensity
refers to the degree of change in the competitive scenario and uncertainty concerning competitors and
their strategies in order to gain competitive advantage (Kohli and Jaworski, 1990). Finally,

1 ET 6O001 PEEOQWUUUEUO! OET wUIT I T UUWOOWET EOCTT UwbOwUOT 1T w?1 C

U
OT1 wEl OPYI Uawdi wOT OUT wb U UlikabidlDaimorskd) 1960, d.14)] OEWEUUUOOI1 U~ wop*
Based on these considerations, we thus aim to analyse the market orientation of Olive Oil Consortia in

Italy.

RESEARCH DESIGN

In order to conduct this research, we chose a qualitative method since it is deemed more appropriate
UOwi BRxOOUT wUI PUwxi 1 0001 OOOOWUOWEEEUI UUT UwUT 1T wgUl U0DC
obtain useful ideas and interpretations that are more difficult to get from quantitatively -oriented
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methods of data collection. We adopted a multiple case study approach because this is suggested in

OUET UwUOwWDHOEUI EUTl wUOT 1T wol U1 OEOOOT PEEOWUDLT OUwWOT wUOT T wU
YEOPEPUAWEOEWUUEEDPOPUA WOl wlOT | wi POEDOT U2 wp, POI UWEOE W' C
obtained rOOwWUT DPUWEx x UOEET w?BDUwWOi U1 OWEOOUPEIT Ul EwOOUT WwEOOXI
The peculiarity of explorative qualitative analysis, represented by the possibility of conducting the

study on a limited number of cases that reproduce the population characteristics on a small scale,

allowed us to conduct our study on 10 Olive Oil Consortia. The latter were identified through analysis

of institutional documents, reports, dossiers and websites of public/private organizations in the olive

oil industry and participat ed in this research, permitting the collection of data and dissemination of

Ul UUOU0UB w3T UUOwWUT 1T wUEOx Ol wUl O EUI Ewi OUwUT PUwWUI Ul EVUET v
The 10 cases exanried here present the following characteristics: located in geographical areas with a

strong tradition of olive oil production (Central/Southern Italy, Sicily and Sardinia), due to historical

and environmental factors (i.e., favourable climate); the number of members is between 50 and 300 (in

only one case the number of members is 4,800); the number of employees is between 10 and 50; their

olive -oil production is destined for the domestic market .

The case studies were conducted on the basis of indepth face-to-face interviews with management

(president of the consortium or marketing manager) to explore specific aspects related to the market

orientation construct, such as the motivation that drove the implementation or not implementation of

this orientation, the difficulties linked principally to definition and development of its main

dimensions and, finally, the relationship between market orientation and business performance. We

performed interviews with these actors because in these organizations they are akey informants and

respondents for the reason that they have detailed information about of operations and conditions.

The interviews lasted approximately an hour and a half and were conducted from March to May 2014,

following the traditional methodologica | prescriptions on collecting data through personal interviews

(Lee, 1999). It should be noted, however, that the questions were kept deliberately broad to allow the

interviewees as much freedom in their answers as possible.

As suggested by Yin (1994), seondary data sources were also consulted, including mission

statements, marketing strategy documents, internal documents, existing customer satisfaction reports,

brochures, market reports, industry statistics. In this way, the use of multiple sources of evidence,

along with the interview process, helped improve the validity of the research (Yin, 1994).

DISCUSSION
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The case studies allowed us to highlight certain aspects of particular interest regarding the market
orientation of the Consortia under examinati on, above all the main problems faced by these
organizations when they attempt to activate processes for the identification and implementation of the
three particular dimensions that characterize this orientation. The case studies also allow the
identifica tion of certain points of interest concerning the relationship between market orientation and
business performance.

First of all, we can underline that most of the Consortia under examination have, up to now, paid little
attention to analysis, understanding and monitoring of the market forces that most influence their
business (especially consumers and competitors). The Consortia recognize the importance of the
above-mentioned activities and, above all, the need for them to be effectively determined and
concretely implemented, so as to identify and exploit new development opportunities. However, little
commitment has been demonstrated to the continuous and systematic collection and processing of
data on the main market phenomena that could affect, in one way or another, the forces under
consideration.

As concerns consumers, the Consortia underline that detailed knowledge of consumer requirements,
both real and potential, is now a crucial and essential element in order to succeed in taking advantage
of new opportunities as they arise, as well as pre-empting the main competitors. Indeed, by using the
resources and expertise acquired by member firms, this knowledge may be the premise for
experimenting with and creating new products that better respond to consum er requirements and
allow a higher level of customer satisfaction to be achieved. In this regard, a interviewed manager has
I DT T OP1 1 fod déveldpingaddic@mmercializing sophisticated products with the right set of features that
meet and satisfy ctemer needs, way is strong the necessity to understand and to examine accurately their
requirements and expectation, even if they evolve more rapidly over &irae

However, these activities have been sporadic, poorly planned and, although dictated by the need to
face up to continual changes in an uncertain and turbulent competitive environment, they have
focused only on clear and present consumer needs. The mistake has been that of neglecting latent
market requirements and the analysis and detailed study of the strategies and policies adopted by
domestic and international competitors. Moreover, the Consortia under examination also highlight
that sometimes their energy and their efforts are essentially directed towards maintaining stable
relationships with the ir member firms in order to understand their most pressing problems, to
propose effective solutions and, finally, to develop platforms facilitating interaction and exchanging of
competences, knowledge and experiences.

This has often led to the definition of activities and initiatives aimed principally at stimulating the
involvement, interaction and participation of member firms in the planning and management of the

Contemporary Trends and Perspectives in 17 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

Consortia, encouraging a necessary cultural change in these firms, which are more focused ontheir
own performance objectives, thus neglecting market targets.

As regards competitors, the Consortia highlighted the little importance given to analysis and
evaluation of the main characteristics, strategies, behaviour and performance levels of competitors,
who are becoming more and more ruthless, aggressive and, above all, dangerous, for Italian olive oil
producers.

The reasons for this behaviour can be found in the deep-rooted conviction, not only in the Consortia
under examination, but throughout th e Italian olive oil industry, that the excellent quality of Italian
olive oil differentiates it from competitor products and guarantees the achievement of satisfactory
sales. Moreover, the Consortia have as their main objective the achievement and maintenace of a
high-quality level for Italian products, brought about by a series of complex innovation processes,
underestimating and/or delaying on this basis the creation of stable relationships, which require well
planned marketing focused on consumers and their diverse requirements.

All of this shows how the Consortia are still focused on products, on their main characteristics and on
necessary innovations to increase essentially the quality levels in the deeprooted conviction that
product quality is the critical factor for the generation and maintenance of positive performance.
Consequently, it seems that product orientation is still prevalent over market orientation, despite the
risk deriving from the variability of demand and the greatly increased pressu re from foreign
competitors.

It is also interesting to note how, in some of the Consortia under examination, the assumption of
decisions, not only strategic but also tactical ones, are still left to the intuition and experience of their
Presidents and managers. They thus develop their own idea of the market development without the
support of information base collected by different sources (internal and external to Consortia) to be
interpreted/evaluated for the development of future scenarios and the suppor t of formal decision -
making processes. Moreover, the distinction between strategic and tactical decisions is often not easily
or immediately understood, thus confirming the need to adopt a more managerial approach.

As regards the exchange, sharing and speading of information and knowledge concerning the most
important aspects of demand market (final and intermediate) and the dynamics of other market forces
among the various resources of the Consortia and, in particular, among the member firms, it was
ascatained that these activities take place in an informal, spontaneous and occasional way (i.e.,
periodic meetings, events) without the support of effective and specifically dedicated channels.
Undoubtedly, this aspect reduces the possibility to develop and promote the logic of sharing and

participating in achieving objectives and also the development projects within these organizations.
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Another important aspect that emerged in most of the cases studied is that the adoption and
implementation of activities characterizing market orientation require the availability of a set of
human resources with specialist capabilities, economic-financial resources to sustain appropriate
investments and, finally, technological resources that are fundamental in order to guar antee the
efficient and effective monitoring of consumers, competitors and other market forces/actors. But, an
PDOUI UYDI bl Ewx Ul UPEI| CeCoamdmie Gnd tndrigial kesbarces dewdaily Entitedand [the lack
of resources] influences stronglyralecisions, our directions of development and our main activitiesu

In fact, the scarcity of resources poses a series of important questions regarding the appropriateness of
sustaining investments in areas offering more immediate returns (e.g. promotional activity,
participation in specific events to promote products, European product/process quality certification).
These questions, which are linked to aspects of economic convenience, particularly involve the top
management of Consortia, which find thems elves having to confront and respond to continuous
changes in the competitive environment, characterized by high levels of market and technological
uncertainty.

Finally, it also emerged that in the Consortia that set in motion the first activities and ini tiatives in a
move towards market orientation, an improvement is noted in business performance. This is seen
above all in reference to aspects linked tocustomer satisfactionio the generation of new knowledge and
the capacity to find new unexplored marke t opportunities and to implement processes aimed at
product innovation (e.g., organic products) and/or phases of the production processes, with the

intention of obtaining a better position with respect to their new competitors.

CONCLUSION

The cases of Caosortia examined in this paper seem to signal certain interesting factors for the
adoption of a market oriented culture.

Although the Consortia are now aware of the need to focus their efforts on customers, on the
strategies of new competitors and on changes in the competitive environment in order to identify new
opportunities, however, the definition and implementation of these activities is difficult to carry out
because of the lack of available human, financial and technological resources. At the same ime, the
Consortia examined are still heavily oriented towards products and the improvement of their
characteristics because they are strongly convinced that the superiority and quality of Italian products
are sufficient motive for consumers to choose and purchase them.

From this perspective, market orientation is certainly a necessary culture change, thus giving rise to a
process of transformation that brings with it the spread of an indispensable market sensitivity, which
could limit in some way the conv iction that only excellence is capable of guaranteeing positive results.
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However, the processes of definition and implementation of a market orientation within these
organizations are neither simple nor costless, but imply significant organizational challe nges. They
need to assume coherent behaviours and, primarily, reinforce continuously their commitment to the
heterogeneous related activities, by allocating (as much as possible) adequate resources to different
initiatives that might ensure the benefits ex pected from a market oriented entity.

This study contributes to managerial practice by underlining the importance of managerial emphasis
on the creation and implementation of a market orientation business environment and also the
benefits and limitations of each component to obtain positive results. In addition, it highlights that
market orientation support managers to be more connected to their competitive environment,
encouraging innovative activities stimulated mainly by different approach to market.

The results and the conclusions of this study need to be considered in the light of the following
limitations. First, the results may not be generalized to the universe of Olive Oil Consortia in Italy,
especially when such companies operate in other different Italian areas characterized by different
environmental conditions. In turn, our research should be intended as an exploratory study to
examine the market orientation construct within these organizations.

With this in mind, we expect to expand and impr ove the empirical analysis in future research steps,
extending our sampling and realizing an useful quantitative analysis oriented to investigate the

relationship between market orientation and business performance.
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INTRODUCTION

The profound changes that characterize the contemporary reality have been changing irreversibly our
daily way of life, thinking and perceiving the world and human society. Global warming has been for
long time a topic that requires a global and deep rethinking on the sustainability of our current
development model; the financial crisis has been a shock so strong to create a clear discontinuity of

perception and feeling, showing an even more growing interest in the issue o f sustainability.

The signals of actuality of the theme can be readily observed both in the increasing attention from

consumers, - especially in those more informed and evolved segments-, in the growing media

coverage and political attention on ecological issues, as well as in the economic ethics; in the presence,

again, of the theme in the communication of many companies and in the assumption by investors of

sustainability as a criterion to evaluate the enterprises solidity and, finally, in the experimenta tion of a

x OUUPEOI w?UVauUll OwEUI EO? wEOUT wi UOOWEwWiI DOECEPEOWEOEWUE

(water, oil, ...).

From a theoretical point of view, sustainability remains a strong and ideal values , a commitment to
future generations to preserve the environment by limiting the exploitation of resources and reducing

the environmental impact of products and processes. Moreover, sustainability is also a commitment
to the community through an economic activity able, at least partially, to return to the community and

the territory what it has received from them. In practice, it means that the company has to propose a
business capable of being renewed and longlasting: to operate by taking into account the resources
(financial and environment al) actually available and act responsibly towards all its stakeholders
(consumers/customers, employees, territories in which the company operates) with regard to

environment, safety, social and cultural cohesion).

This paper aims at investigating the reasons why the environmental variable and issues - such as
sustainability, social responsibility and all those behaviours that can be attributed to the general

definition of Green Economy - , are generally covering a more and more marked and growing
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influence on the contemporary economy and, in particular, entrepreneurial behaviour. Our intention
is to underline how the integration between business ethics and value creation has become
inescapable for the business realities, not only to withstand the competition, but also to ensure the

survival itself.

After a general overview, it has been decided to focus the analysis on the impact that these issues have
on a sector such as agrfood in general and wine in particular, which, paradoxically, are the ones that

for long time have shown little sensitive towards the above -mentioned issues.

SUSTAINABILITY ASA POSSIBLE SOLUTION TO THE ECONOMIC CRISIS

In the context in which we live, characterized by a heavy financial and economic crisis of devastating
effects, reflection on a "future model" of business appears as necessary as inevitable. In this
perspective, sustainability, thought in the past as more "ethical" than economic, has acquired a new
importance and a much more concrete profile these days. In fact, sustainability not only seems to be
less utopian, but also a theme of necessary and realistic redesign that might produce, in due course,

economic returns as well as on image.

The spread of social responsibility is part (Jain et al.,2010, pp. 4243) of the cultural evolution of our
society, acting as a challenge to capture quickly and with foresight. It is necessary that companies
resize on real resources, living the sustainability as an opportunity and not as a constraint and cost,

and recreating a new relationship with the society in which they operate ( Jainet al, 2010, pp. 4445).

It seems necessary, then, a redefinition of evaluating criteria and parameters of companies solidity:
sustainability has to become an element of rating for investors use. It is a challenge that requires wide
unusual horizons and the full involvement of all social actors: companies, which have to be able to
combine the pursuit of profit with a vision founded on the centrality of the person; institutions, which
have to be guarantors of an environment favorable to the development of CSR (Corporate Social
Responsibility) and, last but not least, civil society must provide the right incentives and impulses to

the world of business and management.

A challenge, then, that needs tools and practice; communication and leadership (Beda and Bodo,
2006). To advance CSR it is necessary a large awareness of the relationship between business and
society and, at the same time, a rooted adherence to the strategies and activities of companies (... )

(Porter and Kaplan, 2006)
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The integration between the business and society needs requires good intentions and strong
leadership. It requires adjustments in organization, relations and "incentives"; joining philanthropic

activities with the management of the social impact, instilling a social dimension into business
activities: in this way CSR policies can be an effective tool for the enhancement of people, knowledge

and the knowledge encoded in the same organizational structures.

The integration of social and environmental considerations in decision -making and relationships with
stakeholders requires, then, not only a change of mindset and guidance of the people, but also the
acquisition of a new cultural sensibility and a wealth of knowledge that can involve all organizational
components. This requires an ability to promote transparency and introspection of the company that
increasingly looks inside itself, realizing that innovating, having a good reputation and a good level of

sustainability are essential conditions to become a company capable of enduring benefit.

It follows that the interpretation of corporate social responsibility as a strategic driver for the
development of people is now more than ever important for organization competitive success. In this
perspective, top managers and those who manage and coordinate the people in the company, must be
the promoters of CSR strategies capable of stimulating members of the organization to learn new ways
of doing business and, later, of consolidating practices and values compatible with the expectations of
the social partners: only in this way the CSR strategies will increase with more strength and

incisiveness (Cocozza, 2010).

SUSTAINABLE ENTREPRE NEURSHIP

Previous sections show the need of a new approach to actionby the company, an action that takes into
account the interests of all its stakeholders and the impact of a social and environmental impacts that

may have in the medium - long term.

A different approach to the same way of doing business involves, however, not only a change in
strategic and economic decisions, but also a transformation of the organizational culture which takes
new values and points of reference and adopts different strategies communication both inwards and

outside.

The company, facing the need to make sense of the reality that is changing, starts to produce new
cognitive maps by means of which defines its vision and mission. It follows that the introduction of

socially responsible approaches within a company gives an impetus to the creation of an
organizational culture centred on new values. Companies are no longer judged only for their
economic performance, but also for the way in which the result has been achieved, both in terms of
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quality of products and services offered and both in terms of fairness and transparency of the conduct

taken against their public and private stakeholders.

Entrepreneurship socially responsible is, therefore, the integration of ethical concerns within the
strategic vision of the company: it is a manifestation of the will of large, small and medium -sized
enterprises to effectively manage the issues of ethic and social impact in them and in the areas of
activity. The inclusion of the environmental variable in every business decision gives rise to a new
approach in the definition of business strategies: the greenfenvironmental management, a
management model in which the firm represents a point of reference for all those involved in
environmental concerns as it has the responsibility to define programs and introduce management

tools that may themselves be models abk to influence all players in the network.

REGULATORS

COMPETITIVE AREA —» COMPETITORS- SUPPLIERS

!

CUSTOMERS
EMPLOYEES
INSURANCE GOVERNMENT
SYSTEM
ENVIRONMENT FINANCIAL
AL GROUPS SYSTEM

Table 1: The Network of the company. Source: Bertolini and Troilo, 1996
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A correct and efficient consideration of environmental issues, m ay:

- become a positive factor for competition against other companies;

- contribute to obtain the highest price-sensitive consumers in revenue in relation to the

environmental problem;

- promote a reduction of production costs direct or indirect;

- expand the credibility and social legitimacy of our own business;

-increase confidence and a greater social sharing of our own choices;

- increase the level of identification of people in the enterprise, and their degree of motivation.

TOOLS FOR SOCIAL RES PONSIBILITY IN THE ITALIAN  AGRI -FOOD
SECTOR
The focus on the theme of social responsibility and ethical conscience of companies appears to be a

topic of great interest even in a highly strategic sector of our economy: the agri-food system.

In fact, even in this sector the introduction of production processes based on quality has resulted in a
substantial change in the production structure and the balance of the market in a more competitive
direction; in particular, policies that aim at making strategic use of qua lity in agriculture, have acted

on the level of competition in the sector, through two important variables:

- The ability to control the quality of the producers;
- The level of information on the quality of the agricultural product available to the operators
(intermediate or final consumers) that express the question.

Over the years there has been, therefore, an increasing in sensitivity and attention to health and food
safety, the environment and the territories (Modenesi et al, 2007). The consumer, more casful and
critical, asks more and more often the company for communicating these issues: if in the past it was
required agricultural production able to feed the society, later it has been required that such
production incorporate the guarantee of safety and health that have to have food in general, up to
require a higher and higher quality. These days, the company also requires to the primary sector

production techniques that are respectful of natural resources, the environment and the landscape.
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The needs/expectations of the consumers of these "added value" to the food places, not just individual
companies, but entire food system and public policies for the sector, faced with new challenges and, in
particular, faced with the necessity to satisfy these needs,in order to strengthen their competitiveness

on domestic and international markets.

In this context, CSR is the differentiation strategy that can make the company unique in its sector with
particular characteristics recognized and required by the consumer. The paths of social responsibility
that can be adopted by individual entrepreneurs must take into account elements closely interrelated,
both internal (product and human resources) and external (environment and territory) company.

Specifically:

Human Resources. The human resources development through growth of workers skills as well
as through a management policy that takes account of equal opportunities, integration of
immigrants and the quality of work (Censis, 2004).
This is a deeply delicate issue. The small size of the business system, in fact, makes it difficult to deal
with this problem, which is compounded by the characteristics of the production, plagued by
problems such as the low level of security, high seasonality, extensive use of immigrant labour and
irregular work. In this sense, CSR can be an important instrument to enhance and develop the changes
taking place upstream and downstream, on farms that in some cases pay particular attention to their

workers and their working conditions.

Product: it is absolutely necessary, then, to have an integrated approach to product that takes into
account the expectations of consumers about the quality characteristics, territoriality and
transparency. This is a product strategy that ensures authenticity, seaurity, but also those elements
that give value added services such as identifiability, traceability, innovation and truthfulness of
information. It is now popular a growing sensitivity of quality of life that accompanies a more
conscious consumption management and a renewed interest in the health and family life.
Consumers and producers are also in agreement that the pursuit of quality can be an important
antidote to the dangers of the production approval. The quality of agro -food products, therefore,
has taken a substantial importance in the buying process and helped decline the concept of
production in a broader supply and territory dimension. In order to ensure food safety according
to an integrated and scientific approach, the European Union has also undertaken the
harmonization of national laws on local products -already present in Italy, France and Germany-,
by identifying three different levels of specificity: designation of origin (PDO), protected

Geographical Indication (PGI) and certificate of specificity.
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U The protected designation of origin (PDO) is attributed to agricultural production and food
products whose characteristics are due mainly (though not exclusively) to the geographical

1 OYPUOOOI OUOwW?DPOEOUEDOT wiT 1 woE §d theptoduetiorEauthelrfve O w i E E U (¢

material, machining and processing, must be done in the area of origin.

U0 The Protected Geographical Indication (PGI) is restricted to products from a particular region.
These products have at least one characteristic that bind them to the land of origin.
Moreover, it is sufficient that one phase of production, processing and post -processing, takes
place in their territory of origin.

U The Community legislator, then, has also established a more generic Certificate of Specificity
OEOI EWEUW?3UVUEEPUPOOEOwW?2x1 EPEOPUAW&UEUEDQUI 1 E» wp3?2
origin of the product, but rather the peculiarities of the raw materials or the manufacturing
process and possible subsequent processing.

In addition to the PDO and PG products, the national legislator (with Legislative Decree n. 173 of
30/04/1998) has also identified an additional category of food products which has strong traditional
productive connotations and that do not follow the health rules usually applied in t he industrial
productions. Moreover, the national legislator has adopted new tools such as specific rules for
productive activity, a control systems over the entire food chain (from farm to table) and effective
measures able to provide information to the consumers. It makes possible to trace the route of food,
animal feeds and their ingredients; in other words it allows to know the reverse route of the product
(from the table to the field) and consequently its basic ingredients. It follows that the label is an useful
tools for consumers as it gives more accurate information about ingredients, nutritional values and
methods of food production and about a whole series of national and international checks organized

in order to track cases of adulteration and counterfeit foodstuffs.

THE GREEN WINE BUSIN ESS

According to the Ismea ISTAT data processing that comparesthe data of January-June 2014 with those

of the same period in the last year, it emerged that Italian exports of agri-food products close the first

half of 2014 with a rise of 1, 6% in value, determined exclusively by the good performance of

processed foods (+2.6%), compared to an interruption of the agricultural exports (-2.7%). Albeit at a

slower pace when compared with the growth rates for the last three years (respectively +8.7% in 2011,

5.6% in 2012 and 4.8% in 2013), the trend of international sales fathe sector is slightly better than the

Italian export in general (+ 1.3% in the first half) (Ismea, 2014). The wine sector, in particular, is an area

of great significance in the ltalian agri-l OOEwUa U0l O w?26DO01 wPbUwOOT woOi wlOT 1 w,
and Italian companies are showing great skills in dealing with the difficulties of the market, the
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changes of styles consumption and the competition that comes from countries that only recently are

YI OUUUDPOT wbhPUT wOT PUWEOGEDI OU w HWBOwNe pd & DrodddE | Gdlylbf OQw !l Y Y NA
eight million euro; the entire capital of this industry (including the value of the equipment and

facilities related to the production of wines, spirits and liqueurs, balsamic vinegars) is of nearly 50

billion euro. Th ere are 1.2 million people employed in the wine sector, including the stage of the

distribution. While the usage of wine is increasing in the world, but slightly decreasing in Europe,

Italy confirms itself as the worldwide leader in the production and mark eting of wine (nearly one -fifth

of the wine sold in the world is made in Italy) behind only France.

In fact, Italy, the second largest exporter of wine with an international level share of 18%, is holder of
61.7% of the global market share, along with France and Spain, confirming its global leadership in

international sales of the wine sector .

Even for Mediobanca (Studio Mediobanca, 2014), the most successful Italian factor of this sector is the
export. The first pre-final for the year 2013 reports an increase of 4.8%, more abroad (+ 7.7%) than in
Italy (+1.8%), compared with the contraction of manufacturing ( - 0,3%) and a slight improvement from

of food industries (+0.3%). Total sales of 2013 are of 24.1% above the level of 2008, the export sales of

40.4%, the national of 10.7%, confirming the trend of the last six years (except 2009).

The 2012 wine sector closed with revenues up 7.7% on 2011 (+ 9.3% for exports, 6.1% in Italy), more
than marked by the food industry as a whole (+ 2%) and the beverage (#.6%), while the Italian
manufacturing industry has contracted ( -2.1%). The growth rates of sales are down from 2011, and are
back at 2010 levels. The European Union remains by far the most important area for the export of
Italian wines, accounting for mor e than half of total exports, 51%, an increase in value of 9.2% on 2012
when it accounted for 50.5 %. The second target area is North America, which accounts for 32.7% of
exports (34% in 2012), an increase of 3.9%; Asia and Australia are up 11.3%, althoughwvith limited
weight equal to 4.3%. Finally, the contribution remains marginal in Latin America (1.4%), while the
rest of the world (Africa, Middle East and European countries outside the EU) amounts to 10.6% (10%

in 2012), an increase of 14.9%.
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REGION Average hl production +/- % expected +I-% Everage hl

production 2013 compared to expected expeted

2009/20013 (suorce the average of compared 2014*

(Sourse ISTAT) the last 5 years 2013
ISTAT)

PIEMONTE 2.697.000 2.580.000 -14% -10% 2.330.000
LOMBARDIA 1.292.000 1.301.000 -14% -15% 1.110.000
TRENTINO 1.220.000 1.362.000 -5% -15% 1.160.000
VENETO 8.425.000 9.148.000 -8% -15% 7.780.000
FRIULI V.G. 1.217.000 1.173.000 -13% -10% 1.060.000
EMILIA 6.735.000 7.396.000 -1% -10% 6.660.000
ROMAGNA
TOSCANA 2.576.000 2.657.000 +5% +10% 2.700.000
MARCHE 881.000 1.039.000 +24% +5% 1.090.000
LAZIO/UMBRIA 2.237.000 2.472.000 +22% +10% 2.720.000
ABRUZZO 2.627.000 2.728.000 -6% -10% 2.460.000
CAMPANIA 1.722.000 1.644.000 -23% -20% 1.320.000
PUGLIA 6.022.000 5.908.000 -21% -20% 4.730.000
SICILIA 5.825.000 7.282.000 -12% -30% 5.100.000
SARDEGMA 530.000 530.000 +9% -10% 580.000
ALTRE** 889000 933000 -10% -15% 800000
TOTALE 44.895000 48.161000 -71% -13,5% 41.600000

Table2? UUOI OOOOT b+ wrbdGctidn i 2014 by @Gian kcBniphred with the average of the last 5
years and 2013)

* Average productive presumed for each region

dduwp5EOCO0I wez OUUEOw+HT UUPEOwW, OODPUI Ow! EUDOPEEUEOuW" EOEE

2010 gen giu 2011 gengiu 2012 gengiu 2013 gengiu 2014 gengiu | ValVar % gengiu 13/14
Mondo Valore 1.776 2.026 2.169 2.351 2.387 1,5%
Mondo Volume 10.035 11.295 10.176 9.858,9 9.946,5 0,9%
Mondo VMU 1,77 1,79 2,13 2,38 2,40 0,6%
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Table 3 Total Export Italian Wine Januaryune 2010/2014 *
*AMOUOUU WP OwWOPOOPOOU WOl wl UUOwWwyyw500U001 wbOwlT OUUEOEUwWOI

Today, wine production has to meet not only those quality and price requirements necessary to satisfy
market needs, but it must also follow a series of increasingly stringent standards imposed by the
Italian and European legislator aimed at safeguarding the environment and the health of both the

consumer and supply chain operators.

It must be considered, then, that there is now a greater awareness of the issues of environmental
protection and health that increases the demand for products perceived as safer, such as organic and

biodynamic.

Organic viticulture comes from a proper agronomic management, thanks to which it is possible to get

the best safeguard of plants.

- The choice of the site and area development allows climatic conditions (light,
ventilation, and so on) and soil (porosity, drainage, and so on) suitable for the quality
of the grapes
- The hydraulic - agrarian systems represent the first and indispensable tool for land
conservation;
- 3T T wil Ol UPEWET OPEIT U a tiitiviatedUpiai, Cobtain@dEwitiO dgéBetcEiroprouenent,
which summarizes a set of specific morphological, physiological, and agronomic commodity of particular
interest and transmissible though seed arahppartsO w? EOO D1 » wE O E uhe bketpaEd O O1 U0 6
a plant multiplied by the grafting techniqug should be studied to improve the ecological
adaptation to the environment in relation to the Eurosystem adopted plant (which defines the
amount of available environment for each plant and adjusts the amount of ‘interaction between
plants);
- The organic fertilization ensures the protection and slow release of nutrients;
- The cover crop helps in controlling the physiological balance of plants, improving the water-
mineral nutrition, and prevents erosion and enhances the agrosystem;
- 371 woOl Ewi PTT UWECEWEEOET T wUT Ul UT OOEUWPOEPEEUT wUOT 1T w
(chemical treatment performed as a preventive measure, intended to prevent pestrattecbud)
- The mechanization demands and at the same time allows for greater uniformity in the
vineyard,;
- The proper canopy management is of strategic importance. It is significant to control the

microclimate at the level of clusters and vegetation, on which depend the conditions more or

Contemporary Trends and Perspectives in 31 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

less favorable for pathogens.

The most discussed aspect of organic viticulture is to prevent parasites, that are the main limitation to
this kind of cultivation. The winegrowers fear of losing their product is more tha n justified and

requires careful defence.

(OwUOT T wEOOYI OUPOOEOWET I OPUUUaAwWIiI PTTUOwWEOGOOT wi UOT PEDI
(fungicides) provides excellent disease control, protected from the risk of resistance; on the other
hand, are not well acceptable to many important natural limiters and the improvement of recent
i OUOUOEUDPOOUW?PUEODI PET T » wpEEUI OEl woOi wEAaUOUORDEDPUAAWED

the season.

The most difficult choice for organic wine grower is the renunciat ion of the use of systemic products
that, undoubtedly, has the important advantage of protecting the vegetation of formation. But, in
addition to overt resistance phenomena, many bad experiences have confirmed inadequate protection
of the bunch. The current phytoiatric research trends are, in fact, facing molecules with high
lipophilicity and distribution capacity on the surface and in this way we have obtained excellent
products for the defence of the bunch. After all, the ability to sublimate and diffuse in the gas phase is
the prerogative of sulphur and cupric products. Organic viticulture therefore requires more attention
and effort, but for this reason it represents a logical development of integrated agriculture and the
highest professional level of the wine entrepreneur. As a result, the grapes produced according to
serious and modern methods of biologic farming guarantee an excellent quality, authenticity and

wholesomeness with not many risks and costs compared with conventional techniques.

The aware? PDOT wOOYI U2 OwUT 1 UT | OUI OwPUwOOUI wEOEWOOUI wbOUI L
those values that include social and ethical commitment, and the safeguard of environment and

territory. In the manufacturing enterprises diagrams are no longer only defined processes of

viticulture and wine -making, but increasingly also the working conditions of the staff, the quantities

of carbon dioxide, nitrogen oxides and sulphur emitted into the atmosphere, the kilowatts of

electricity, cubic meters of methane, the litres of diesel consumed, the tons of destroyed waste and

recycled ones, the pounds of pesticides and fertilizers used. All this aims to provide consumers with a

wine which has social and environmental "benefits" measurable, verifiable and comparable.

In this way a new idea of working is being consolidated everywhere in line with a trend that
many companies are interested in following in order to obtain an advantage in terms of image and
profit (Menghini, 2007).
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CONCLUSION

The objective of this work was to highlight the importance for contemporary business realities, to
pursue the integration of the social and corporate strategies, including environmental performance,

economic results and competitive enterprise.

The set of human activities, technological progress and the uncontrolled exploitation of resources has
led to heavy imbalances in the terrestrial ecosystem, risking compromising the ability of future

generations to meet their own needs.

One possible solution is, therefore, represented by the sustinable development and the desire to
pursue economic growth compatible with social equity. In this context, sustainability, lived in the past
as more ethical than economic, is gaining importance and a much more concrete profile, designed to

produce economic returns as well as on image.

In this work it was decided to analyse the impact of this issue on a key sector for the economy of our
country: the wine sector, in which the attention to the quality and wholesomeness of the product,
respect and love for the land, the people and the wine (avoiding the interference of chemicals, basing
the production cycle on the key principles of biodynamic agriculture) should merge into one and it is
clear, therefore, that a cultural change in organizations and in people who lead them is absolutely

essential.
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ABSTRACT

A hedonic pricing model is developed in this paper to estimate the effects of wine attributes

on prices in the UK wine market. Twelve wine attributes are selected as independent variables

in the regression. Data used in this paper comes from a wine guide presented by Waitrose,

from which both the information of price and attributes are available. The empirical results

Ul YT EQwUT EQwUOT 1 wOOEWPOUOEwWPDOT wUI T POOUZwUOOT wbUwE
regions are becoming increasingly preferred. Consumers believe that more expensive wines

are associated with higher recognition of wine attributes; however, the question is whether

Ol1 Ul wuEOUOUPEUUT UWEUT WEOQUOWOEDPOWET Ul UOPOEOUUWOI whE
shows great impact with price, especially for the very limited version. Grape vintage is also

high related to prices, but it influences red wine the most. Finally, the empirical evidence

indicates that there is a linear relationship between price and wine age.

INTRODUCTION

The world wine market presents a split image over the last few years. On the negative side, world

consumption trends seem to run sluggish over the last 3 year period. According to a report published

by OIV (2014), world wine consumption levels have reached 239mhl., approximately the same levels

as in 2009. So, in terms of consumption patterns, the global wine market shows some signs of

saturation. On the other hand, the same report (OIV, 2014) indicates that trends in world wine trade

EUIl wYl UawxOUDUDYI w( OwxEUUPEUOGEUOW?T UOPDPOT wxUDET UWEOC
25.7 billion Euros. The relative low harvest in 2012 in the Northern Hemisphere pro voked a feeling of

despite the sluggish nature of consumption, wine trading continues to provide considerable

opportunities in terms of its value.
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From a producer perspective, the world wine market has dramatically changed during the past two

decades. The traditional wine producers in Europe (France, Italy, Spain and Portugal) are saddled by

EU regulation and are struggling to adapt to changing market cond itions. Simultaneously, new world

wine producers are now scattered around the world, mainly presented by Australia, China, South

Africa, the United States, Chile and Argentina. The conditions in wine trading market described

above, indicate that the wine market is much more internationalized and complicated these days.

on pricing their products. As a result, the examination of demand preferences and tastes asfar as the

wine market is concerned, could potentially offer a strong comparative advantage among competitors.

When it comes to target market research, one necessary step is to examine how the consumer

experiences the wine purchasing decision, and identify OT 1 wOEPOwHOI OUI OUPEOQwIi EEUO!
purchasing decision.

3T T wxUUxOUT woOl wOT PUwWxEx]T UwbUwUOwWOl EVUUUT wilT T wbOxOPEDUU
wine market, using the hedonic price analysis (HPA) as the main research instrument. The main

research aim is to measure the implicit value of the most important wine attributes. This research
EOUOEWEI EUWEOOUDPEI UEEOTI wbOowOoDBbEBHIOUWWDOOWUWBWEEBBUDODL
purchasing decisions and, finally, for the design of wine marketing campaigns. The determination of

the implicit value of wine attributes is undertaken through the estimation of a hedonic price function,

which relates the prices of a wine to its different attributes. In particular, the present study aims to

cover the gap that exists in the literature as far as the consideration of the retail (and medium value)

market is concerned. in addition to that, the current study considers a great variety of wine labels

from all over the world, as opposed to being r estricted to the examination of the impact of wine labels

from one country or a specific geographic locations (i.e., Europe).

LITERATURE REVIEW

Wine as a Bundle of Attributes
Customers purchase products based on their own preferences. Lancaster (1966) gued that all goods
possess objective characteristics relevant to the choices that people make among different collections
of goods. Implicitly this means that consumers choose between products on the basis of the utility or
satisfaction they derive from the consumption of these unique attributes. Wine is a highly
differentiated product sold and purchased at prices which vary over an extremely wide range.
OU0T OUTT wlOT1T wxUPET wbDUwUUPOOWOOT woi wUiT T wOEPOWEIT Ul UODC
increasingly the literature maintains that a number of other variables (like prestige, quality, regional
OUDT POAwW UI OEw UOwDHOI OUI OET wEOOUUOI UUzw xUI 1T Ul OET Uw U
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Evidently, wine producers and their wholesalers / retailers should strategically analyze whether they
PEOUwWUOwWI OOCEUT 1T wUOT T PUwOPOWOEUOI OwUT EUIl wOUwUOwWDET OU
willingness to pay for a bottle of wine. A lot of studies have already been performed examining the

characteristics thatD O1 OUI OET wUT T wxUPE]T wOl whbbDOl wopl 61 6 w&OOEOWEOE
attribute and Nerlove (1995) focused on the Swedish wine market). The current case study aims to

contribute to this discussion.

Hedonic Price Analysis in Similar Producand Wine

"1 EOOPEwWxUPEI wEOEOaUPUwy' / AwWPUWEEUI EwUxOOw+EOEEUUI U;
(1974) the utility of differentiated products is largely estimated by hedonic pricing model on the basis

of the contribution of attributes to impli cit prices. HPA has been used in agricultural economics for a

long time. Since the pioneer paper of Waugh (1928), who studied the influence of quality factors

(colour, size and uniformity of spears) on vegetable price, a lot of applications of such method have

been done, considering very different agricultural and food products. For example, Stanley and

Tschirhart (1991) use HPAfor breakfast cereals

Focusing on wine, Thrane (2009) in a key paper provides a defence for the use of HPA in wine

research, whereas probably the most prominent paper in the area of wine research has been written by

Combris et al. (1997), who identified the relationship between market prices and wine quality by

employing hedonic price analysis, according to two main types of charac teristics of the wine t

?0ENI EUPYIl wywOEEI OWETI EUEEUI UPUUPEU? wEOEwW?UI OUOUawEIT E
the attributes on the label of the bottle show prominent contribution to the market price of the wine.

On the other hand, the sensory attributes such as taste, colour and flavour seem to exert a weaker

influence on market prices, while the quality, as estimated by the expert or jury seems to exert a small

but statistically significant role. In a similar vein, albeit using more adva nced methodological and

experimental tools, Rinaldo et al. (2014) examine the effect of a number of wine sensory and

perceptual influences on their preference patterns. Contrary to the results reported on Combris et al.

(1997), they report strong and signii PEEOET wbOi OUI OEl UwoOi wUl OUuUObUawEUUUDE
preference patterns. Interestingly, Schmit et al. (2012) also align closely with these conclusions arguing

Ul EQwUl OUOUaAwWwEUVUUPEUUT UwEOwWI RT UOwWEwUDpYDIi PEEOCUwWDOI OUI
Oczkowski (1994) uses HPA to estimate the contribution of six significant attributes to implicit prices

of table wine in Australia, including two main intangible features: total quality and cellaring potential,

as well as four objective characteridics: grape varieties, region area, vintage year and producer size.

31T wUIT UUOUUwYI UPT awl0il T wxOUPUDLY! wbOi OUI OET wol wUUENT EU
prices. Furthermore, grape variety and grape region also play great role in determining market prices.
In addition, higher -priced table wine is obviously related to older -produced wine in the findings.
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Moreover, it should be noticed that small producer size may be valued significantly higher due to the

rarity of the produce.

Angulo et al. (2000) opted to research the Spanish wine market by estimating the market value of

high-quality red wine attributes based on the HPA, as well as the key determinants of wine

characteristics in consumer valuation and purchasing behaviour. The finding confirm s the significance

of regional varieties and grape vintage as key contributors to market price of high -grade wines in

Spain. Therefore, it is necessary to emphasize the area of origin and vintage year as crucial factors for

strategic marketing in wine research. Moreover, the results also indicate that there is no association

between wine prices and grape varieties. In addition, the consumers who prefer the higher - priced

PPOI UWEUT wOOUT wUl OPEOUwWOOwWUT T wi Bx1 UUUzmedidnGpi@®dT wOb U U C
wines.

Steiner (2004) determines the characteristics of the Australian wine labelling which is regarded as a

Ol awli 1 EVUUUI wOOWUUEET UUI UOWOEODBE UOOI wW@GE U Ol W@ i WE
analysis claim that the quality of sales channel significantly gains the distinct share of the consumer

purchase decision. Furthermore, the grape varieties as main characteristic of labelling of Australian

wine obtain considerable valuation for consumption preferences. Steiner suggests that the influence of

wine attributes on consumption preferences may shift today.

Adopting the hedonic pricing theory, Schamel and Anderson (2003) research the influence of key

xUl OPUOw xUPEI wYEUDEEOI Uw OOwEUUUOOI UU aketx ahahysis BUDOT w D C

purchasing decision for premium wines.

Lecocgand Visser (2006) use HPA to determine the extent to which contribution of the wine attributes
can be made to the implicit prices of the wine, as well as the price-quality relationship. Lecocq and
Visser (2006) analyze data from two of the most famous wine regions in France and their results claim
that tangible characteristics appearing on the label of bottle have positive effect on market prices; on
the contrary, the intangible features which are not directly available to the customer have weaker
impact oOw EDI 1 1 Ul OUPEUI EwxUPEI UBw. Ul T UwUI El ODWEEEDPUDPOOU
analysis of UK wine consumption patterns, using an in -depth qualitative methodology. More recently,
Bruwer et al. (2014), interacted consumption intensity with wine attributes to examine the effect of the
former on consumers; tastes and perceptions. Across similar lines, another recent advance in the
hedonic price methodological framework represents the work performed by Rahman and Reynolds

(2015) where they examined EOOUUOI UUz w xUI 11 Ul OETl Uw OOEI UEUI Ew Ea w
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Ul UxOOE]I OUUzwbOYOOYI Ol O0wpPPUT wUT T wxUOEUEUWUOET Uwli YEC
(2014) have combined data from different administration modes to run the hedonic price equation.
TheUK wine industry

Despite the severe international financial crisis, the tough competition among supermarkets, the
recent devaluation of the sterling and tightened tax policy, United Kingdom still remains the second
largest wine importing market in the wor Id (IWSR 2013, The Wine Intelligence 2014, Ritchie 2009) at
over 150 million cases which worth £11.65 billion in 2009. In addition, the whole consumption keeps
growing, albeit at an increasingly slow rate (Halstead, 2012).

Turning to the household consump tion behaviour, the Wine Market Report Plus (2014) maintained
that British customers spent about 20% of all household spending on drinks and 28% of the alcohol
market; on the other hand, the rise of value will better develop than that of volume, considerin g the
shift of consumer preference towards rose and red wine, as well as a better quality for civilised way to
drink alcohol. Moreover, one particular situation is pointed out that wine promotion is a key issue
affecting consumer purchase decision (Halstead, 2012).

To distribution and retailing, the majority of wine sold in the UK markets is through the off - trade
retail channel (Ritchie 2009), with supermarket accounting for approximately 80% of the UK retalil
market, and producing and estimated market valu e of £ 4.056 billion. This has made wine accessible to
more consumers, and promotion-driven trading has seen price falls. In the UK, Tesco is the leading
and Spencer. The retail sector has experienced considerable consolidation in recent years, as both
supermarket and liquor store chains merge, resulting in fewer key buyers. Internet sales and mail
order has become increasingly important, with the likes of Naked Wines, Laithwaites, The Wine

Society and Tesco.com driving internet wine sales.

METHODOLOGY

Data Sources

In this paper, HPA will be applied to the UK wine market. Data used in HPA, derived from the
annual Wine list publication provided by Waitrose superma rkets in the UK on 2008. The specific list
has certain advantages. First, the list was freely available at the time of use, while the cost of other lists
and datasets was a prohibitive factor in the research design. Second, this particular wine list, contrary
to all others, covers both the low end (bottles up to £3.29) as well as the upper levels of the market
(£155 per bottle). In other words, the Waitrose wine list appeared to be the most comprehensive one
among all competitors in the market. Third, this Wine list contains more than 1000 wines, all priced by
Waitrose, under the same condition. Thus, the difference in wine price levels would not reflect the
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difference in purchase circumstance, but only the wine attributes, consequently make the results more
accurate. Fourth, this Wine list does not involve any wines representative for certain region, for
instance, wines specially prepared for contests, which would make the data not suitable for this paper.
The selected Waitrose annual list, although generated on 2008, it is still very useful today since the
wine market in the UK (at least in terms of consumption patterns): Y) has grown at a stagnant level for
much of the last 4 to 5 years, b) remains consolidated with the majority of the wine market to be
served by chain food-stores and supermarkets (Waitrose still represents a fairly significant portion of
the wine trade in the UK). Finally and most importantly, the used dataset legitimately serves the
EUUUI ODwUUUEaAawUEOxT OwbkpT PET wPDUwUOwWUI YI EOQwUOT UOUT T wlT 1 w'
UbT OPI PEEOGET wOT 1 wUT UxOBETI OUUzwkpDPOODPOT O1 UUwUOwWxEadw
The Model
A hedonic pricing model set up to observe the value added by particular attributes associated with
PPDOl wxUPEI w3l PUwOOETI OWEUUUO!I UwUT T wt KkwOEUI UYEUDOOU:
market, and that no transaction cost or any other cost from outside will be considered.
In this research, wines (Wi), where i denotes a particular wine in the sample, as a vector of
characteristics, can be defined by those attributes (A), [A =Y, Y20 w &) (if there are x attributes in
total), could be presented as follows:
Wi= Wiz, 01 0¥ Ow
Thus, the market price for wine i will be:
Pi = P[Yi1, Y20 w &P w
If the attributes A, is comprised by two variables, this means, only a simple two dummy variable
model, the econometric model to solve is:
Pi=Y+¢oD1+¢pD2+0Q
In this research, the general from of the hedonic pricing model is: Price of Wine = P [location, colour,
style, organic, synthetic, screwcap, vegetarian, new, alcohol, medals, year and availability]
Selected variables / attributes
Due to economic and information processing constraints, even the most rational consumers cannot
always pick the right wine. Thus, their knowledge about particular attributes of wine is limited,
especially for the sensory attributes, for instance, aromatic intensity, flatness and excessive acidity.
This research focus on the retail wine market in UK, not the wines for restaurants or any other kind,
thus, technical quality grape attributes such as the level of sugar and acid of grapes, which are used in

Golan and Shalit (1993) ae not employed.

Price Colour Style Organic
Synthetic closure Screwcap Vegeterian Alcohol content
Medals Availability Vintage Regional origin
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Table 1. Wine attributes used in this research
With the exception for objective characteristics, dummy variables are wid ely used in this paper
because most of the attributes in the data set are variables that can only be either yes or no. Though
there are also other kinds of wine like rose in UK market, red and white still dominate the market
share, for this reason, only red and white wine are considered in this paper. The style of wine is an
important factor to some of the wine consumers.
The regional origin not only represents where a bottle of wines comes from, but also the variety of the
grape, the weather and the regioOz Uw Ul x UUEUDPOOS w4 * wuPUwOOT woOl wlOT T whbOU
wines from almost all over the world are sold here. In current world wine market, the traditional wine
producers still own a great market share; at the same time new world producers also play a significant
role in global wine market. For this reason, 15 regions from 10 countries (both traditional and new
wine producers) are included in the examination.
The year of production has different impact on red wine and white wine. Red wine is always regarded
as old wine, thus it is argued that age has a significantly stronger impact on red wine, as compared to
white wine. As with all other economic phenomena, scarcity also has great impact on wine prices.

Availability turns out to be an important att ribute, which is also a promotion strategy of Waitrose.

EMPIRICAL RESULTS

Descriptive Results

The sample consists of 645 wines from 15 regional origins sold in the UK wine market, from vintages
of 1989, 1995, then 1997 to 2008, with an average market e of £13.67. Of which the minimum price

is £3.29, and the most expensive bottle values £155. The average price of red wine is £0.64 more than
the white wine, which is £13.77, as compared to £13.13.

In the sample, there are 374 red wines, with 58.98 percats proportion, and the rest 271 bottles are
identified as white wine (remaining 41.02% of the sample). Most of the wines are available in
branches, while 129 observations are exclusive to Waitrose. The alcohol level for most of the sample is
quite normal which is between 12% to 14%. The average alcohol of red is higher than white wine since
OT 1T wUIl Ewl EUWNANWEOUUOT UwlOYIl UwhKuOwbkbi PET whbUwht WWEOBUU
alcohol level of these two are quite even.

Referring to the dummy va riables screw cap bottles seems to have taken the most of interest; there are
263 observations with screw cap. Followed by vegetarian, that is 132 bottles in total. For the rest
variables, 51 bottles of wine are new, 31 bottles with synthetic closure, and 45 of them are organic. As
far as the wine accreditation is concerned, this variable includes three kinds of medals, which are
International Wine and Spirits Competition (IWSC); Decanter World Wine Awards 2008 (DWW);
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International Wine Challenge 2008 and International Spirits Challenge (IWC), each of the medal

consists of gold, silver and bronze. Red wines owns more medals than the white wines, in total, red

wines obtain 55 IWSC medals, 68 DWW medals and 61 IWC medals.

Regionally, the data set comprises 6% observations from 15 regions. Six of the regions are in France
and French wine takes the biggest proportion, 223 bottles, or 34.57 percent. Followed by wines from
Australia, that is 104 in number, or 16.12 percent. The wines from the other 6 regions arealmost

equally distributed, Spain (7.29 percent), Italy (10.23 percent), New Zealand and Chile (6.67 percent),
South Africa (6.98 percent), and California (5.43 percent).

Econometric Results

Variable Coefficient T Ratio Variable Coefficient T Ratio
Constant 13.996 (Continued)
Style of Red Year vintage
Medium -bodied - 0.045 -1.293 Before 2001 0.193 6.839
Full-bodied 0.005 0.113 2003 0.16 5.373
Style of White 2004 0.118 3.214
Very dry 0.06 1.536 2005 0.3 0.687
Dry 0.03 0.809 2006 -0.081 -1.614
Organic 0.013 0.597 2007 -0.14 -2.709
Synthetic closure -0.111 -4.746 Origin
Screw cap -0.184 -6.319 France-Bordeaux 0.075 1.688
Vegetarian -0.039 -1.718 France-Burgundy 0.219 4.438
New -0.042 -1.897 France-Rhone 0.082 2.01
Alcohol level France-Loire 0.001 0.014
hul U wAw7u 0.059 0.845 France-South 0.007 0.161
K U wA w’ 0.12 1.637 Italy -0.006 -0.115
Medals Spain -0.072 -1.568
IWSC silver 0.035 1.565 Portugal -0.079 -2.502
IWSC bronze 0.011 0.484 Australia 0.019 0.289
DWW silver -0.002 -0.09 New Zealand 0.082 1.823
DWW bronze -0.003 -0.139 South Africa -0.004 -0.09
IWC silver 0.05 2.298 California 0.035 0.864
IWC bronze 0.037 1.563 Chile -0.026 -0.579
Available Argentina -0.014 -0.368
In all branches -0.214 -3.674
In all branches, -0.184 -4.464
exclusive to
Waitrose
In most branches -0.118 -2.918
In most branches, -0.12 -3.916
exclusive to
Waitrose
In large branches 0.015 0.453
Limited 0.016 0.501
Very limited 0.27 5.35

Table 2. Hedonic price loginear model regressn result

Contemporary Trends and Perspectives in 42 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

The estimated hedonic price function is presented in Table 2 below. Availability which has the
greatest impact on price is increase, when it comes to very limited, the coefficient reaches 0.27. This
extreme impact is as expected, since scarcityis always a main issue when it comes to economic
problem. However, available exclusive to Waitrose does not show the expected impact. From the
regression result, available in most branches show a negative 0.118 coefficient, but even a 0.12
coefficient when refers to available exclusive to Waitrose. Exactly the opposite thing happens to other
available attributes, available is all branches show a negative 0.214 coefficient, while exclusive in
Waitrose helps to reduce it to just 0.184. Another phenomenon appears out of expectation is that only
available in large branches does not have great impact on wine prices, the reason for this might be
explained that large supermarket stores is an ordinary occurrence in every UK city, and consumer
coverage is also veryhigh.

The impact of the region of origin is not significant as expected, only for some special regions. Wines
from some regions even have negative impact, for instance, Italy, Spain and Portugal. Wines from
New Zealand, Australia and California on the oth er hand have positive impact, though not very
significant. This result reminds the reality of world wine market discussed in previous section, that
U7 1T wOl PuxUOEUEI UUZWUEXxPEwWT UOPDPOT wxEUUDPEDPXxEUDPOOwWPOwWbLD
producers. There are 61 samples of Burgundy wine from France, which is more than any other 5
regions in France. The Burgundy wine has the greatest positive impact. This stimulates the impulse of
examining the original price of the wine from this region, and the res ult shows an average price of
£21.58, this is £7.91 higher than the average price of £13.67. Burgundy has the highest number of
appellations as compared to any other French region.

The coefficients of the year of production dummy variables indicate that t he older the vintage the
higher the price. The wines produced before 2001 have a coefficient of 0.193, while for the 2007
vintage, the impact is negative with a coefficient of 0.14. The greatest impact of prices appears to occur
on the 2005 vintage, the reason for this might be 3 years is best for the costs of storage and time value
of money. However, to the best of our knowledge, one possibility has raised concern: the storage age
has different impact on red wine and white wine. To most of consumers, red w ine is regarded as old
wine, while white wine is in contrast as young wine. In order to testify the possibility, separate
regressions were necessary to be made.

The results prove the possibility that the vintage has different impact on red wine and white wine.
The highest price discount of red wine come from vintage 2007, and wines from vintage 2001 have
great prices increase impact. For red wine, the vintage has actually diminishing impact, the older the
production year, the higher the price. On the other hand, white wine meet different situation. The
highest price increase appears to be vintage 2003, however, wines from vintage 2007 has a negative
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impact, which indicates that white wine is not as new as expected. From the display of the results, no
high coefficient of 2003 could simply be: that there was a bigger grape harvest for the white wine.
Alcohol content appear to have impact on wine prices, especially when it alcohol content is exceed
14% by volume. The alcohol content of a bottle does not only determine how many bottles a consumer
can have per day, it also determines the usage of the wine. Wines with high alcohol are always
prepared for particu lar occasion.

Finally, the results of organic indicate that consumers nowadays do pay more attention on healthy, yet
the attention is still not enough, for alcohol consumers, alcohol still seems to be the most important.
Vegetarian does not have great impact on wine prices, and it has negative impact. Vegetarian wines
are those do not use a fining agent or use some kind of natural clay in the fining process, in theory,
vegetarian wines contain no animal products. All of these facts make it tastes not as goad as normal
PPOIl UBw6T EUzUwOOUI Owbkpi i OWEOOXxEUDPOT wOUI EOPEwPPUT wYI T
attribute new shows negative impact on wine prices, which is also not significant. As we all know,
consumers are always brand royalty, thus new produc ts need time to attract consumers. Secondly, the
new wines may still in the promotion stage, and discount prices are provided. Most of the wines sold

in the market are either with synthetic closure or screw cap, in this case, the screw cap sample are 232
more than the synthetic closure. However, the results show neither of the two closure have positive
impact on wine prices. After a barely existence of ten years, it might be the time to think about the

next generation of such products.

DISCUSSION AND POLIC Y IMPLICATIONS

The results from the hedonic price analysis of this paper could provide wine producers and marketing
experts with useful information. For wine producers, the results of this paper provide suggestions
upon their long -term strategies. The reltionship between each attribute and the price indicate the
methods of price increase. However, before producers make any changes to their products, a
comparison of benefits and costs must be made. Very limited availability increases the wine prices,
but at the same time would reduce the sales revenue. Red wines with long age always possess higher
prices, but also raise the costs of money value and storage. Thus, the comparison process should
always be made before try to achieve any particular attribute.

The hedonic price function estimated in this paper may also have important policy implications. For
example, if UK government wants to lower the average market price of wines, then it can just tax
more to decrease importing wines with greatest positive impact, say Burgundy wines. In addition one
can also observe that the empirical results derived from this investigation regarding the effect of

Contemporary Trends and Perspectives in 44 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

Ul OUOUaAawWwEOEwWx1 UEI xUUEOQWEUUUPEUUI UwOOWEOOUUOI UUz wxUIT i
literature. Thus, this study confirms the results derived by Schmit et al. (2012) and Rinaldo et al.

(2014). What is more, the present empirical investigation seems to confirm the results derived by

Oczkowski (1994) regarding the positive effect of region of origin an d grape vintage (white or red). In

other words, the results confirm the positive effect of location based advantage and brand heritage

Ul EOWE]I UUEPOwWxUOEUET UUwpi Uxl EPEOOawUT OUI wOOEEUI EwbOuw
al. (2000)).

CONCLU SION

The wine market is becoming more and more saturated and product differentiation is needed to gain
market share. Although the price still is the main determinant of wine consumer purchasing decisions,
there is no doubt that wine market price are assodated with specific wine attributes. The aim of the
paper has been to measure the contribution of wine attribute to retail market prices. The
methodological approach used in this paper is based on the commonly used HPA. However, this
study presents some novelties which are mainly due to data availability. Most studies on this topic
have collected price information from retail outlets while attributes information has been sourced

f UOOWUOOT WEEUEOOT Ul UwOUwIl Rx1 UUUz wU Urork wine ddialoguésiad) | B U wx E >
it was expected the information would be more homogeneous.

Results indicate that the availability is the main determinant of wine prices since scarcity is always the
main object of economic phenomenon. In contrary to a part of the literature (e.g. Angulo et. al., 2000;
Schamel and Anderson, 2003), the regional origin does not show great impact as expected, but
particular regions like Burgundy still increase the price a lot. The influence of the traditional world
wine producers isdecUl EUDOT Owpki DOT wOT 1 wdOl puxUOEUEI UUzZ wUOOT wbhbUwl
previous research indicate (e.g.Oczkowski, 1994; Steiner, 2004), the vintage has great impact on both
red and white wine, to the red wine, the older vintage the higher price.

Our analysis and literature certainly motivate further research in this area. Since the hedonic price
model is usually applied in single case studies, a future research can focus on cross country research,
which will significantly increase the utility of the results for world wine producers and wholesalers.
At the same time, more effort to better and more accurately capture sources of preference
heterogeneity among consumer will always be a managerial challenge for managers, practitioners and

academics alke.
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ABSTRACT

Purpose

The main goal of the study is to verify the impact of the family variable in perfo rmance in the
wine sector. In particular, this study compares Italian and French family firms (FFs) and non -
family firms (NFFs) operating in the wine sector in terms of performance, taking into account
the significant difference between FFs and NFFs.

Methodology

This study is based on a sample of Italian and France companies operating in the wine sector.
The sample, including medium and large firms, includes 288 FFs and 302 NFFs, for a total of
590 firms. Amadeus database represents the data source.

According to Astrachan and Kolenko (1994), a firm is classified as a family firm if family had
to own over 50% of the business in a private company or more than 10% of a public company.
Findings

This study confirms that the family variable is partly importantto achieve good economic and
financial performance, and endow firms with different features.

In terms of economic performance, FFs both in Italy and France outperform in terms of ROE
and ROA, though only Italian NFFs outperform in EBIT. In terms of financial performance,
both in Italy and France NFFs outperform FFs in current ratio and liquidity ratio, while FFs
outperform in solvency ratio.

Research implications/limitations

Limitations of the study concern both the definition of the sample, as we focused onl y the
wine sector, and the method adopted, as it could be integrated with some econometrical
models.

The implications of our paper are relevant for families and regulatory bodies because it helps
them to better understand the effects of governance on econanic and financial performance.
Moreover, the findings of the study can influence the decision -making process of investors in
order to identify the long -term outperformers listed on a stock exchange.

Originality/value
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This study contributes to the literatur e on family businesses phenomenon on wine sector,
which represents one of the most representative of the economy of several countries and in

which family businesses are widespread.

Keywords: family businesses, family firms, wine sector, Italian wine congsa French wine

companies, performance, company opportunities.

1. INTRODUCTION

The wine sector is one of the most representative of the economy of several countries as a result of
the variety of fine wines and the convergence of know-how, craftsmanship and traditions held by the
producers (Giacosa et al., 2014; Giacosa, Giovando and Mazzoleni, 2014). This yields a high level of
worldwide appreciation of their products, and wine may be considered as an excellence of Made in
these geographical regions.

Italy and France belong to said countries, and the wine sector is highly representative of their
economic contexts, both in terms of revenue and exports recorded by wine companies. On several
trading scenes the companies target the highend market with high qu ality and famous wines at
unaffordable prices, wines that are at times unique in their sophistication to the point of creating a
status symbol for consumers who have the privilege of drinking them; the middle market,
characterised by innovative and competitive quality products at an accessible price for the majority of
consumers who do not seek unique exceptional products but are, instead, interested in certain quality
standards; and, lastly, the mass market, which features poorly differentiated products th at possess
limited creative content, and which are available at affordable prices for an extensive consumer group.

The wine sector has been analysed from various points of view. In terms of size, the companies
have different dimensions; in particular, some companies are large and strongly internationalised,
others are medium-sized, with an increasing tendency to internationalise, and, lastly, other companies
are smaller, with a modest or insistent approach to internationalisation. In terms of activities, th e
companies operate in various supply chain phases, such as the production of grapes and the
production and commercialisation of wine, or only the production and commercialisation of wine.
Considering the market, the wine market is split into domestic and foreign; domestic markets refer to
consumers who either live or work in that country and tourists, while foreign markets target
consumers based outside the country.

In addition, family -run businesses are common in the wine sector, and are also in this ecoomic
sector. The importance of family-run businesses in the economic and social context cannot be ignored
(Astrachan and Shanker, 2003;Bresciani, Thrassou and Vrontis, 2013a and 2013bClaessens et al.,
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2000; Culasso et al., 2012 and 2013; Faccio and Lgn2002; IFERA, 2013; La Porta et al., 1999; Morck
and Yeung, 2004).

Our study fits into this area. The main goal is to verify the impact of the family variable in
performance in the wine sector. We referred to several studies in which the family could be
considered a missing variable in organisational research. Said studies include Dyer's work (2006). He
UUEUI EwUT EQw? 1 EDODOT wUOwWUUT wUT 1T wi EOPOAaWEUWEWYEUDEEOI 1
OPUOI EEDPOT wi DOEDOT Ub » w Geusidku 2012 apy@éd Qvith"tHe StidlgOder@uetedd E
by Yu et al. (2012). Said papers claimed that the family variable has an important impact on family
business performance and corporate governance. The above studies strengthened the emerging
consensus aboutthe role of the family variable in business (Astrachan and Shanker, 2003; Rogoff and
Heck, 2003; Zahra and Sharma, 2004). In particular, this study compares Italian and French family
firms (FFs) and non-family firms (NFFs) operating in the wine sector in terms of performance, taking
into account the significant difference between FFs and NFFs.

The scope of the study is to analyse the profound global changes experienced by the wine market
over the last twenty years. In recent years, the culture of quality wine has been established also with
several sizeable investments in the sector made by both big groups and medium and small-sized
companies, including FFs. Moreover, new distribution tools are making the products more accessible,
and strong competition from new countries has generated a positive impact for consumers.
Consequently, it is interesting to observe the impact of said factors on wine company performance,
which is the focus of the study.

This paper is structured as follows. The literature review abo ut the main issues of the study is
outlined in the second section, while the research methodology is analysed in the third one. The
fourth section analyses and discusses the findings of the study, while conclusions, implications and

limitations of the research are set out at the end.

LITERATURE

2.1 The Wine Sector

It is important to define human needs to understand the wine consumption trend. In particular,
human needs are classified in terms of the degree of their necessity (Borgonovi, 1973; Giacosa, 2011;
Pavan, 2008). Referring to a mental and individual rating scale, every individual manifests a series of
needs, which are influenced by personal preferences and shopping experiences, and require the use of
economic resources to be met (Ferrero, 1987; Melis2001). Therefore, human needs can be classified
into several categories (Giacosa, 2011; Giacosa, Giovando and Mazzoleni, 2014): primary needs, for
which individuals manifest the necessity to make use of essential goods, thus meeting basic needs;
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and secandary needs, for which individuals manifest the necessity to make use of goods that are not
strictly necessary for their survival. The human need to drink wine is a secondary need.

Said needs are influenced by individual characteristics (Hall and Hall, 1990; Harrisson and
Huntington, 2000; Peterson and Kern, 1996), which impact on objective and subjective perception of
the product (Lancaster, 1971): the former are linked to the intrinsic characteristics of the product in
terms of its chemical and organoleptic properties, while the latter are influenced by consumer
perception and preferences concerning appearance, healthiness, convenience and purchase price
(Brunso, Fjord and Grunert, 2002; Cavicchi, 2008; Giacosa et al., 2014; Steenkamp, 1989).

Essential literature has focused on the wine sector, considering different topics. First at all, it
emerged that the wine sector is interesting for the opportunities it offers companies (Marks, 2011;
1PUET Pl Owl YYNAOWEOOUDPET UDPOT wEOUI Gl ax) QrEwprixted@i Qwdi 1 w?
al., 2012; Groves and Belk, 1998) and the positive impact on regional competitiveness and its drivers
(Jaffe and Nebenzahl, 2008; Viassone, 2009; Vrontis and Viassone, 2013; Zanni, 2004). Said possibilities
might differ, depe nding on the size of the companies, since smaller companies, due to limited
financial resources, are inclined to avoid diversification and to build organisational network models to
enhance competitive advantage (Aldrich, Reese and Dubuni, 1989; Beverland ad Lockshin, 2001;
Birley, 1985; Brown and Butler, 1995; Holden and Weber, 1994; Ohmae, 1989; Ferraris, 2014).
Conversely, large companies can rely on greater resources, which enable them to make new and
innovative investments, and to compete on the intern ational scene. Rossi, 2008; Wittwer, Berger and
Anderson, 2003; Zanni, 2004.

Secondly, the wine consumption trend has been analysed in different countries, as a consequence
of changing geography in the wine sector (Rossi et al., 2012). Many scholars havalistinguished wine
markets into old and new ones, such as Chinese and Russian, which are recording a rise in wine
consumption (Anderson and Wittwer, 2013). In particular, factors that impact on the wine
consumption trends of different countries have been defined as economic, social, religious and
cultural forces (Giacosa, Giovando and Mazzoleni, 2014; Gillespie, 2005; Thach and Olsen, 2005; Trach,
2013) thus identifying s everal factors, which influence the reason for alcohol consumption. (Trevisan
et al.,2011;Thach and Olsen, 2009.

With particular reference to individual terms of choice, the quality of brand knowledge (Dotson et
al., 2012;Goodman, 2009; Nowak et al., 2004) and the role of packaging (de Luca, 2006; Bland, 2004)
add to the intrinsic qual ity of products, strongly impacting on wine consumption.

The performance of wine companies has been analysed (Heijbroek, 2003; Coelho and Rastoin,
2004): a study was conducted on a sample of listed wine companies, observing whether they
maximised profit (C oelho and Rastoin, 2006). In addition, by exploring the situation in various
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countries, an improvement in performance emerged in some countries, such as France (Amadieu and
Viviani, 2010; Viviani 2009), Spain (SuarezOrtega and Valamo-Vera, 2005) and South Africa.
(Esterhuizen and van Rooyen, 2006).

A comparative study of business opportunities was conducted by considering the agricultural and
manufacturing sectors, as the latter is a driving force for several countries. Said study revealed that
the wine sector, which belongs to the agricultural one, obtained a larger increase in revenues from
2007 to 2012, compared with manufacturing sectors, thus indicating promising opportunities for

companies (Ferraris, 2013Giacosa, Giovando and Mazzoleni, 2019.

2.2 TheFamily Variable in the performance

Although many researchers have tried to establish a satisfactory definition, there is still no
consensus about a widely accepted definition concerning family business. Even if some studies in the
literature identified a family firm as a company in which a family or a founder owns more than 5% of
shares, other studies defined firms as FFs only if the first succession into the second generation has
taken place. However, most studies have characterised a family firm as one that is controlled and
usually managed by multiple family members, at times by multiple generations. (Anderson and Reeb,
2003; Crongvist and Nilsson, 2003, Villalonga and Amit, 2006; Bennedsen et al., 2007; Pére@onzalez,
2006)

Kraiczy (2013) stated that the use of different definitions is a major problem in FF research.
Although studies analysed related topics, the use of different definitions for FFs makes it difficult to
compare said results. One of the biggest challenges to developing a general definiton is the
heterogeneous feature of FFs.

The literature also focused of the relationship between FFs and performance. We can group the

various assertions developed in the theoretical background into three categories:

- authors who claim that FFs outperform NFFs;

- authors who claim that FFs underperform NFFs.

The first group includes some important studies underscoring the fact that FFs are better than
NFFs, and they report that controlled family ownership has a positive influence on the firm's
performance (Anderson and Reeb, 2003; Burkart et al., 2003). In particular, Anderson and Reeb (2003)
i OUCEWUT E0wWw%%UwOUUxIT Ui OUOT Ew- %%UwbPOw2d/ wkYYOwdOUDPODI
performers than non-i EODOa wi PUOU? OWEOE w%%U wi EROA)ELD eomparablé Uw U1 0 UL
NFFs. Arosa, Iturralde and Maseda (2010) too highlighted the fact that the distinctive features of
family firms have a positive effect on their corporate behaviour. In addition, Culasso et al. (2012)
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affirmed that the performance achieved by medium -sized Italian family businesses is better than NFFs
of the same size. Another study (Gonzalez et al., 2012) stated that FFs exhibit better financial
performance on average than NFFs when the founder is still involved in operations, suggesti ng that

certain types of family involvement appear to make firm growth expensive.

The second group includes some important studies indicating that FFs underperform, compared
with NFFs. In particular, Daily and Dollinger (1992) wrote that FFs do appear to achieve performance
advantages, whether performance is measured in terms of financially oriented growth rates or
perceived measures of performance. In addition, Faccio, Lang, and Young (2001) and Volpin (2002)
also noted that FFs are relatively poor performers due to conflicts that arise when a family attempts to
manage an enterprise. Lastly, a study by Miller et al. (2007) stated that only businesses with a lone
founder outperform others.

This study contributes to enriching the literature with its analyse s of FF performance ¢ a
widespread phenomenon in the global economic and social sectors (Bresciani and Ferraris, 2012;
Ferraris and Grieco, 2014)¢ in the wine sector by comparing Italy and France, which are highly
representative in terms of wine company revenues and exports of wines, also contributing to

understand the features of FFs.

3. METHODOLOGY

3.1 The sample

As state in the previous paragraph, a firm is classified as a family firm if family had to own over
50% of the business in a private company @ more than 10% of a public company (Astrachan and
Kolenko, 1994).

By applying this criterion, this study is based on a sample of FFs and NFFs Italian and France
companies operating in the wine sector. The sample includes large and medium firms: in particu lar,

we analyzed 288 FFs and 302 NFFs, for a total of 590 firms (Table 1).

FFs %FFs NFFs % NFFs Total % Total

Italy 203 55% 166 45% 369 100%
France 85 38% 136 62% 221 100%
Total 288 49% 302 51% 590 100%

Table 1 The sample

Source personal elaboration

Information for the distinction between FFs and NFFs were extracted by Amadeus database.

Contemporary Trends and Perspectives in 53 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

3.2 The research method

As mentioned above, the main goal of this study is to verify the impact of the family variable on
performance in the wine sector. In particular, this study compares Italian and French FFs and NFFs
operating in the wine sector in terms of performance, taking into acc ount the significant difference
between FFs and NFFs.

In order to achieve this objective, we defined the following research question:

RQ: Is it possible to find a common behaviour between Italian and French FFs and NFFs, identifying a clear

impact of thdamily variable on performance?

In order to answer the above question, the research methodology was structured in the phases
specified below:

1) first phase: the research question was analysed by examining the existing literature as regards
characteristics of the wine sector, types of companies operating in the sector, and wine business
dynamics in different themes subjected to observation; we also investigated the literature about the
role of the family variable on performance;

2) second phase the god to be achieved is quantitative and, therefore, the enquiry is also
quantitative. R esearch findings are presented for the following observation points:

- the wine sector's impact in Italy and in France: Italy and France were compared in terms of wine
production, exports and wine consumption because this analysis is useful to contextualise the
business environment of wine companies, the setting in which they obtain certain performance
standards. In particular, we compared Italian wine production against the French one, and the
European and global one. We then analysed wine consumption and export trends to establish which
market recorded the highest wine consumption, Italy or France, and also the country with higher
export rates. Market data was obtained from reports of major Italian trade associations operating in
the wine sector, and from the research department of a major Italian bank.

- The impact of the family variable in Italian and French wine companies, evaluating whether a
common behaviour can be identified between FFs and NFFs. In particular, a family firm was
identified by using an appropriate criterion as it uses the components -of-involvement approach
(Chrisman, Chua and Sharma, 2005), and is well integrated into the wine sector, which records a
strong presence of one family. To answer the RQ, we compared the most significant economic and

financial indicators known in literature (Baginski and Hassel, 2004; Busso, 2013; Ferrero et al., 2003;

Contemporary Trends and Perspectives in 54 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

Foster, 1986; Giroux, 2003; Helfert, 1997; Higgins, 2007; jram et al., 2002; Meigs et al., 2001; Value,
2001) for FFs and NFFs. Considering the economic indicators, the following ratios were adopted:

1 ROE (Return on Equity);

1 ROA (Return on Assets);

1 EBIT (Earnings before interest and taxes.

Considering the financial indicators, the following parameters were analyzed:

1 current ratio;

1 liquidity ratio;

1 solvency ratio (when considering total debt/total assets).

The mean of each financial and economic ratio achieved by companies included in the sample
was determined for every financial year covered by the study. The data source was the Amadeus
database.

The analysis considered the 3 years (201220122013). Subsequently, we calculated the 2011
2013 mean for each ratio.

Then, economic and financial performance was compared between FFs and NFFs for Italian
companies. Subsequently, the analysis compared FFs against NFFs for French companies. Lastly, a

comparison between Italian and French companies has been made.

4. FINDINGS

In this section, findings are presented in relati on to the following observation points:
- impact of the wine sector in Italy, compared with the same analysis in France;
- comparison of performance between FFs and NFFs operating in the wine sector in Italy and in

France, respectively.

4.1 The impact of theine sector in Italy compared with France

Italy and France were compared in terms of wine production, wine export and wine consumption.
To this end, we analysed the trends of wine production in the world because said analysis is useful to
contextualise the business environment of wine companies, the setting in which they achieve a certain
performance standard. The comparison of Italian wine production against France (Italy's competitor),

the European Union (UE 27) and world economy is shown below (Table 2).
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% ltaly on| % France | % lItaly on| % France
Years Italy France UE 27 World UE27 [onUE27| World | onWorld
2007 46,0 45,7 161,2 266,0] 28.54% 28.35% 17.29% 17.18%
2011 42,8 50,8 157,2 266,8] 27.23%| 32.32%| 16.04%| 19.04%
2012P 40,1 42,2 141,4 250,9] 28.36%| 29.84%| 15.98%| 16.82%
Var % 2007-2012 -12.83% -7.66%| -12.28% -5.68% -0.62% 5.27% -7.58% -2.10%

Table 2 Trends of wine production in the world (millions of hectolitres)

Source Mediobanca, 2013

Italy and France are particularly suitable for the production of wine as a result of their territorial
conformation and favourable mild climate. In 20 12, France was the first wine-producing country in
the world (42.2 million hectolitres), followed by Italy (40.1 million hectolitres), though both countries
experienced a drop in production (which was higher in lItaly). In particular, Italy produced about
28.36% of hectolitres produced by the European Union (EU 27), and 15.98% of the world production,
while France represented 29.84% of European Union production and 16.82% of the world production.
It can be said that European countries achieved a stronger praduction than the global one (though
European production recorded a greater drop than the global one). Indeed, they represent 56.36% of
global production. (Giacosa et al., 2014)

After comparing wine production between lItaly and France, we analysed wine cons umption and
its impact on domestic wine demand (Wine Monitor, 2013). About 25 years ago, France was the first
country for its annual wine consumption (41.7 million hectolitres per year), while Italy was the second
one (36.6 million hectolitres per year). In 2012, France confirmed its leadership (30.3 million hectolitres
per year), while Italy recorded a 33% reduction, dropping to third place (22.6 million hectolitres
consumed annually). The United Stated ranked second (28.5 million hectolitres), while Germany and
China followed Italy with 20 million hectolitres per year and 17.8 million hectolitres per year,
respectively. Habitual consumption of alcoholic beverages is influenced by cultural factors. Habitual
wine consumption decreased due to the fact that only a part of the population is composed of habitual
consumers. Furthermore, the consumption rate is influenced by a new tendency regarding meal
consumption, precisely, while older people usually drink wine with meals, younger consumers prefer
to drink beer and other alcoholic beverages. Daily beer consumption too has diminished but less than
wine.

In terms of export volumes, it emerged that Italy is the lead player (21 million hectolitres of wine),
compared to France (15 million hectolitres of wine), though France recorded a higher turnover
generated by exports (7.9 billion euro), compared to Italy (4.7 billion euro). (Wine Monitor, 2012)

It is also interesting to analyse the Italian wine sector's economic structure in terms of different size
companies and turnover. To this end, we referred to a study conducted by Mediobanca (2013) on the
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wine business. If we consider the 108 largest Italian companies that record a turnover of more than 25
million euro (said companies achieved a total turnover of 2.67 billion euro in 2011), the Italian wine
sector is composed of large, medium and small companies. With particular reference to large ones,
Cantine Riunite was the first one in terms of turnover (498 million euro turnover in 2011), and its
revenue is seventh in the world's wine sector. Caviro (247 million euro) ranked 11th, a division of
Campari Wine (185 million euro) was 16th, Cavit (152 million euro) was 19th, and P. Antinori (150
million euro) was 20th (Giacosa et al., 2014). Therefore, some large Italian compaies hold a leading
position in the global framework as regards revenues.

Considering Mediobanca's study (2013) on foreign companies, we observed a sample of the
thirteen largest internationally listed companies that reported a turnover of over 150 million euro (said
companies achieved a total turnover of 7.9 billion euro in 2011). It emerged that four French
companies are included in this list (Vranken -Pommery ranked 6th, Lans on-BCC was 7th, Laurent
Perrier was 9th and Advini was 12th), thus well represen ting French wine economy.

As mentioned above, this analysis was useful to contextualise the business environment of Italian

and French wine companies, the setting in which they achieve a certain performance standard.

4.2 The comparison of performancevieen FFs and NFFs in Italy and France.

4.2.1 Italy

As regards Italian wine FFs, it emerges that FFs outperform in ROE and ROA versus NFFs, while

NFFs outperform in EBIT (Table 3).

FFs ltaly NFFs ltaly outperformance classification - Italy

ROE % Year 2013 -2,23 -3,57 FFs
ROE % Year 2012 1,72 -1,88 FFs
ROE % Year 2011 5,46 -5,56 FFs
ROE % Mean 2011-2013 1,65 -3,67 FFs
ROA % Year 2013 0,88 0,45 FFs
ROA % Year 2012 0,56 0,45 FFs
ROA % Year 2011 0,88 0,62 FFs
ROA % Mean 2011-2013 0,78 0,50 FFs
EBIT Margin % Year 2013 3,89 1,62 FFs

EBIT Margin % Year 2012 2,29 3,97 NFFs

EBIT Margin % Year 2011 1,97 3,97 NFFs

EBIT Margin % Mean 2011-2013 2,72 3,18 NFFs

Table 3. Economic performance of Italian FFs and NFFs

Source personal aboration

In particular, FFs outperform in ROE, which measures the return of equity: Italian FFs seem more
efficient at generating a higher return on equity.
ROA too shows that the total assets in FFs are more profitable in generating revenue.

Conversely, EBIT shows how NFFs had more capacity to generate profit in 2011 and 2012 if
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considering earning before interests and taxes, and the mean trend shows that NFFs are better than
FFs.
Evaluating the economic performan@ad, especially, considering the mean of each ratio, we can
state that:
- FFs outperform in the ROE (1,65%) compared with NFFs ¢3,67%), even with a low rate of
performance;
- FFs outperform in the ROA (0,78%), compared with NFFs (0,50%), even with a low rate of
performance;
- NFFs outperform in Ebit (3,18), compared with FFs (2,72), showing a better attitude to reach
profitability in operating activities when considering the earnings before interest and taxes.
Specifically, a diminishing trend can be observed for FFs during the 2011-2013 period for ROE
(reaching a negative profitability in 2013), and an increasing trend for Ebit. Considering NFFs, a
diminishing trend can be observed for ROA and Ebit during the 2011 -2013 period, and also for NFFs
ROE is negative in 2013.
Analysing financial performane it emerges that NFFs outperform in current ratio and liquidity

ratio, but FFs are the best for solvency ratio (Table 4).

FFs ltaly NFFs ltaly outperformance classification - Italy
Current Ratio Year 2013 1,30 1,29 FFs
Current Ratio Year 2012 1,32 1,26 FFs
Current Ratio Year 2011 1,21 1,54 NFFs
Current Ratio Mean 2011-2013 1,28 1,36 NFFs
Liquidity ratio Year 2013 0,70 0,71 NFFs
Liquidity ratio Year 2012 0,76 0,72 FFs
Liquidity ratio Year 2011 0,69 1,01 NFFs
Liquidity ratio Mean 2011-2013 0,72 0,81 NFFs
Solvency ratio (Liability based) Year 2013 33,38 34,49 FFs
Solvency ratio (Liability based) Year 2012 29,76 30,02 FFs
Solvency ratio (Liability based) Year 2011 28,29 28,51 FFs
Solvency ratio (Liability based) Mean 2011-2013 30,48 31,00 FFs

Table 4. Financial performance between Italian FFs and NFFs

Source personal elaboration

In particular, NFFs excel in current ratio, if we consider the mean trend (even if FFs outperform in
2012 and 2013), showing a higher capacity to pay its current liabilities from its current assets.

The liquidity ratio shows that NFFs outperform FFs, if we consider the mean trend (and, in
particular, in 2013 and 2011): it means that they have a better attitude to meet their shortterm debt
obligations with their liquidity, when they fall due.

Concerning the solvency ratio, it shows that FFs outperform NFFs, showing a lower behaviour to

financed assets through debts.
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Financial performances analyzed as described below, focusing on the mean of each indicator.
In particular, NFFs particularly outperform in:
- current ratio (1,36) compared with FFs (1,28);
- liquidity ratio (0,81) compared with FFs (0 ,72)

On the contrary, FFs outperform in solvency ratio (30,48) compared to NFFs (31,00).

4.2.2 France

Concerning French wine FFs, it emerges that FFs outperform in ROE, ROA, and EBIT (Table 5).

FFs France NFFs France outperformance classification - France

ROE % Year 2013 7,58 1,52 FFs
ROE % Year 2012 9,09 2,94 FFs
ROE % Year 2011 3,71 2,33 FFs
ROE % Mean 2011-2013 6,79 2,26 FFs
ROA % Year 2013 1,75 0,37 FFs
ROA % Year 2012 1,78 0,71 FFs
ROA % Year 2011 1,44 0,78 FFs
ROA % Mean 2011-2013 1,66 0,62 FFs
EBIT Margin % Year 2013 5,48 0,82 FFs
EBIT Margin % Year 2012 5,76 1,31 FFs
EBIT Margin % Year 2011 5,92 1,09 FFs
EBIT Margin % Mean 2011-2013 5,72 1,07 FFs

Table 5. Economic performance between French FFN&ifith

Source personal elaboration

In particular, French FFs seem more efficient at generating profits from every shareholder's equity
unit.
ROA too shows that the total assets in French FFs are more profitable in generating revenue.
In addition, FFs also outperform in their capacity to generate profit, if considering earning before
interests and taxes.
Evaluating the economic performan@nd, especially, considering the mean of each ratio, we can
state that:
- FFs outperform in the ROE (6,79%) compared with NFFs (2,26%);
- FFs outperform in the ROA (1,66%), compared with NFFs (0,62%), even with a low rate of
performance;
- FFs outperform in Ebit (5,72), compared with NFFs (1,07), showing a better attitude to reach
profitability in operating activities when con sidering the earnings before interest and taxes.
Specifically, a strong increasing trend can be observed for FFs during the 20132013 period for
ROE; also an increasing trend for ROA emerged, while Ebit moderately decreased. Considering NFFs,
a diminishing trend can be observed for ROE, ROA and Ebit during the 20112013 period.
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Conversely, an analysis of financial performanceeveals that NFFs outperform in current ratio and

liquidity ratio, while FFs are the best in solvency ratio (Table 6).

FFs France NFFs France outperformance classification - France
Current Ratio Year 2013 1,88 3,08 NFFs
Current Ratio Year 2012 1,95 2,92 NFFs
Current Ratio Year 2011 1,83 2,52 NFFs
Current Ratio Mean 2011-2013 1,89 2,84 NFFs
Liquidity ratio Year 2013 0,59 1,60 NFFs
Liquidity ratio Year 2012 0,57 1,51 NFFs
Liquidity ratio Year 2011 0,56 1,33 NFFs
Liquidity ratio Mean 2011-2013 0,57 1,48 NFFs
Solvency ratio (Liability based) Year 2013 45,97 56,38 FFs
Solvency ratio (Liability based) Year 2012 44,86 52,77 FFs
Solvency ratio (Liability based) Year 2011 42,33 51,84 FFs
Solvency ratio (Liability based) Mean 2011-2013 44,39 53,66 FFs

Table 6. Financial performance between French FFs and NFFs
Source personal elaboration

French NFFs excel in current ratio, showing a higher ability to pay their current liabilities by using
their current assets.

The liquidity ratio confirms the current ratio result s, showing that NFFs outperform FFs.

The solvency ratio shows that French FFs outperform NFFs.

Financial performances analyzed as described below, focusing on the mean of each indicator.In
particular, NFFs outperform in:

- current ratio (2,84) compared with FFs (1,89);

- liquidity ratio (1,48) compared with FFs (0,57).

On the contrary, FFs outperform in solvency ratio (44,39) compared to NFFs (53,66).

According to RQ, this analysis shows that the family variable impacts economic and financial

performance DOWE DI 1 1 Ul OUwPEaUdw" OOUI gU1 OUO0aowbhbUzUwbOUI Ul U0

between lItalian and French companies.

4.2.3 Italy versus France

We first compared lItaly and France both in terms of wine production, wine export and wine
consumption, as thisanalysis is useful to understand the context in which the wine companies operate
and achieve certain performance standards.

We then compared the performance of Italian and French companies in terms of economic and

financial performance (Table 7).
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FFs Italy FFs France NFFs ltaly NFFs France outperformance classification

ROE % Year 2013 -2,23 7,58 -3,57 1,52 FFs France

ROE % Year 2012 1,72 9,09 -1,88 2,94 FFs France
ROE % Year 2011 5,46 3,71 -5,56 2,33 FFs Italy

ROE % Mean 2011-2013 1,65 6,79 -3,67 2,26 FFs France

ROA % Year 2013 0,88 1,75 0,45 0,37 FFs France

ROA % Year 2012 0,56 1,78 0,45 0,71 FFs France

ROA % Year 2011 0,88 1,44 0,62 0,78 FFs France

ROA % Mean 2011-2013 0,78 1,66 0,50 0,62 FFs France

EBIT Margin % Year 2013 3,89 5,48 1,62 0,82 FFs France

EBIT Margin % Year 2012 2,29 5,76 3,97 1,31 FFs France

EBIT Margin % Year 2011 1,97 5,92 3,97 1,09 FFs France

EBIT Margin % Mean 2011-2013 2,72 5,72 3,18 1,07 FFs France

Current Ratio Year 2013 1,30 1,88 1,29 3,08 NFFs France

Current Ratio Year 2012 1,32 1,95 1,26 2,92 NFFs France

Current Ratio Year 2011 1,21 1,83 1,54 2,52 NFFs France

Current Ratio Mean 2011-2013 1,28 1,89 1,36 2,84 NFFs France

Liquidity ratio Year 2013 0,70 0,59 0,71 1,60 NFFs France

Liquidity ratio Year 2012 0,76 0,57 0,72 1,51 NFFs France

Liquidity ratio Year 2011 0,69 0,56 1,01 1,33 NFFs France

Liquidity ratio Mean 2011-2013 0,72 0,57 0,81 1,48 NFFs France
Solvency ratio (Liability based) Year 2013 33,38 45,97 34,49 56,38 FFs Italy
Solvency ratio (Liability based) Year 2012 29,76 44,86 30,02 52,77 FFs Italy
Solvency ratio (Liability based) Year 2011 28,29 42,33 28,51 51,84 FFs Italy
Solvency ratio (Liability based) Mean 2011-2013 30,48 44,39 31,00 53,66 FFs Italy

Table 7. Economic and Financial performance of Italian and French FFs and NFFs

Source personal elaboration

In the sample considered, French FFs outperform in terms of economic performance (with the
exception of ROE in 2011), and French NFFs outperform in terms of financial performance (with the
exception of solvency rate for which Italian FFs are the best in the sample).

Hence, said performance trend has been influenced by the country's production, consumption and
export of wine. Indeed, it emerged that France was the first wine producing country in the world in
2012, the first country for its annual wine consumption, and it achieved the higher turnover generated

by exports.

5. CONCLUSION, IMPLI CATIONS AND LIMITATI  ONS

The oenological vocation of Italy and France are internationally recognised, considering the variety
of fine wines and a combination of know -how, craftsmanship and traditions held by the producers.

Italy is the second largest wine-producing country in the world, after France . In terms of exports,
Italy is the primary exporter of wines (if we consider export volumes). In addition and considering the
wine consumption in the world, Italy ranks third in terms of annual wine consumption.

From the standpoint of economic performanc e, FFs both in Italy and France outperform in terms of
ROE and ROA (Anderson and Reeb, 2003; Burkart et al, 2008 though only Italian NFFs outperform in
EBIT. Therefore, FFs seem to be more efficient in profit generation, which is useful to pay
shareholders. Moreover, the total assets of FFs are more profitable in generating revenue.
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In terms of financial performance, both in Italy and France NFFs outperform FFs in current ratio
and liquidity ratio (Daily and Dollinger, 1992; Faccio, Lang and Young, 2001) while FFs outperform in
solvency ratio.

Consequently, this study confirms that the family variable is partly important to achieve good
performance, and endow firms with different features.

The comparison between Italy and France in terms of wine production, wine exports and wine
consumption was useful to understand the context in which the wine companies operate and achieve
a certain performance standard. It surfaced that French FFs outperform in the sample (with the
exception of ROE in 2011, and of sohency rate, for which Italian FFs are the best in the sample).
Consequently, this performance trend has been influenced by the national production, consumption
and export of wine in France, compared to Italy. In fact, it was noticed that, in 2012, France was the
leading wine -producing country in the world, the first country for its annual wine consumption, and
it recorded the highest turnover generated by exports.

Even considering other similar papers on FF performance issues (Chu, 2011; Gonzalez et al., 2@
Villalonga and Amit, 2006), this study contributes to the literature on FFs as it shows the effects of
family presence on the Board as regards corporate performance, which is strictly correlated with the
size of the company as a proxy variable of organisational complexity. Said effects might also be
generalised for companies operating in other countries and, especially, for countries in which the FF
phenomenon is as common as in Italy and France. Hence, future developments of this study would
include a comparative analysis of firms from various countries, especially considering both the
presence of the family on the Board and the size of the company as key variables for performance.

This study has significant implications, especially for FF owners, as it can enable them to
understand and manage the effects of size and corporate governance in the financial and operative
structure of their firms. Specifically, they can take our assumptions into account to formulate more
conscious and rational strategic intentions and initiatives, especially regarding business diversification
and growth, also considering the correlated risks. In their decisional process, they must consider that
the influence of the family on short -term profitability will be weaker in large com panies as, if the
strategy encourages business diversification and growth, the family might not be able to directly
manage corporate complexities in the long term and would, therefore, become a not-family run firm.

Other implications concern regulatory bod ies to practically define good policies for listed
companies by especially considering the need for integration between risks, strategic planning and
control. Indeed, risk management systems should be effectively used by companies to monitor risks
associaed with growth and diversification, especially according the corporate governance structure of
the firm itself. Lastly, our research also contributes to the decision-making process of investors, as it
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processes significant generalisations to identify the Italian stock-listed outperforming firms. Finally,
the study can also be useful to improve scholarship in this field, above all considering the growing
importance of the topic of FFs.

In order to overcome the limitations of this study, it would be interesti ng to compare potential and
dynamic wine consumption with that of other economic sectors, which are also representative of the
(UEOPEOwWI EOOOOCAWEOGOEYOUWOI wiOT T w?, EEl wubOw( UEGa>»wUOOT E
could be used to simulate the impact of a series of exogenous and endogenous variables on the wine

business.
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THE FAMILY VARIABLE IN THE WINE SECTOR: AN ITALIAN SURVEY

Broccardo, Laura; Giacosa Elisa; Alberto Ferraris

University of Turin, Department of Management, Turin, Italy

ABSTRACT

Purpose

The main goal of this study is to analyse the impact of the family variable on performance in
the Italian wine sector. This variable has a significant impact on business performance. Indeed,
many studies have underlined the relevance of the family through the composition -
performance relationship.

Methodology

This study is based on a sample of 369 Italian companies operating in the Italian wine sector.
The sample includes medium and large firms and data were extracted from the Amadeus
database. The analysis compared economic and financial ratios between Italy and France.
Findings

The analysis was conducted in both family and non -family firms to determine the similarities,
differences and impact on performance between FFs and NFFs.

It emerged that FFs outperform NFFs in terms of economic performance, and in terms of
financial performance, NFFs outperform FFs.

Conclusion and Implication

This study confirms that the family variable is partially relevant to achieving good

performance and has different significance to the firms.

Keywords: family firms, not family firms, Italian wine sector, economic performance, financial

performance.

INTRODUCTION

Relevant literature suggested that ownership structure is one of the main corporate governance
mechanismsD O1 OUI OEDPOT wUT | wUEOxT wOil wEwi PUOZUwWET 1 OEAWEOU U wp
has been researched extensively in the theoretical and empirical literature.

Recent research has taken important steps toward explaining this. However, in some cases, the

differences between Family Firms (FFs) and Not Family Firms (NFFs) have not been sufficiently
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explained (Gallo, Tapies and Cappuyns, 2004). Identifying differences between FFs and NFFs and
understanding the medium and long -term consequences of the &amily firms strategic behavior
constitute two of the basic fields of family business research.

This study analysed the composition -performance relationship in family businesses, because although

in the organizational management research the family is a relevant variable, it is sometimes forgotten.
#al Uwaopl YYt AwUT T T UUI EwOOwWUT | wi EOPOAWEVUW?0T 1 wODPUUDOT wyY
UOT EOw?1 EPOPOT wUOOwWUUT wUOTT wi EOPOAWEUWEWYEUDPEEOI wbOwOl
misleading fD OED OT U» wp2 x1 EOEEOI UwwEOE w61 OUT T UOwIl YYA KB
Gallo, Tapies and Cappuyns (2004) underlined, in the field of financial structure and policies, as well as
the economic results of FFs, the following research is worth noting. Firstly, Daily and Dollinger (1992),
working with a sample of 186 manufacturing businesses in Indiana (USA) with fewer than 500
employees and sales levels of less than $30 million per year, found that in comparing FFs with NFFs,
between 1986 and 1988, FFs surpassed NFFs in rate of sales, pibfmargin increases and, in an
elaborated measure using four comparison points, in each business with its main competitor. Secondly,
Gallo and Vilaseca (1996, 1998), using a sample of 104 Spanish FFs having an average sales figure of
ztt 8 A woOb O Cehuivélencp):found thatthe smaller FFs used less complex financial practices and
had very low debt ratios (Tardivo et al., 2011), but the research failed to identify statistically significant
Epii1 Ul OEl UwbPOw?Ul UOUUET wxUOi PUEEDPODPUa? 3

This study compares Italian family and not family firms, belonging to the wine sector, trying to
understand if there are significant differences between FFs and NFFs. In addition we analyzed the
possible future research topics in terms of innovation that influence performance in FFs.

This paper is structured as follows. Firstly, it analyses the theoretical background regarding FFs and
NFFs. Secondly, the research method is outlined. The findings are illustrated and discussed in the
fourth section, while the conclusions, with t he limitations and implications of the study, are set out at

the end of the research.

THEORETICAL BACKGROU ND

Defining Family firms

In recent years FFs have received increasing attention and several recent studies have reported and
underlined that, in conti nental Europe, Asia, and Latin America, the vast majority of publicly traded
firms are family controlled (La Porta, Lopez -de-Silanes and Shleifer, 1999; Claessens, Djankov and
Lang, 2000; Faccio and Lang, 2002). They also suggested that FFs play an importarole in economic
activity worldwide. In fact two -thirds of private businesses in many countries are considered to be FFs

(Neubauer and Lank 1998, Morck and Yeung, 2003, Zahra, Hayton and Salvato, 2004, Culasso et al.,
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2012 and 2014; IFERA, 2013,), anchey contribute to wealth creation and job generation with reference
to narrow and broad family firm definitions (Astrachan and Shanker, 2003).

However, is it possible to define the meaning of family firm? It is not easy to define an FF, in fact in the
literature contains persistent ambiguities.

Analyzing the literature, it emerges that Chrisman et al. (2005) distinguished between the components-
of-involvement approach and the essence approach. In particular, using the components-of-
involvement approach, a firm can be defined as an FF when: i) a family is the owner, ii) the firm is
family -managed, or iii) the firm is controlled by a family. If one of these three characteristics applies to
a firm, it can be defined as an FF. The essence approach is more resttive and defines firms only as FFs
when family involvement leads to distinct and specific behaviors. Four main characteristics make up
U1 wl UUI OETl WExXxUOEET o wbAwWEwWI EOPOazUwbOi OUI OETl wUI T EVUEE
intention t o keep control and hand the firm over to the next generation, iii) family firm behavior, and

iv) distinctive familiness. In this analysis, the components -of-involvement approach was used, because
there is less opportunity for subjectivity.

In addition, KraDPEaaw ol Yt AwWEI | PUOI EwUTI EVUOwW?EOQUT OUTT woOEOaAwWU
satisfactory definition, there is still no consensus about a widely accepted definition. Although some
studies in the finance literature identify any public company where a famil y or a founder owns more
than 5% as a family firm, other studies define firms only as family firms if the first succession into the
second generation has taken place. However, in most studies a family firm has been characterized as a
firm that is controlle d and usually managed by multiple family members, sometimes from multiple
generations. The use of different definitions is a major problem in family firm research. Although
studies analyze related topics, the use of different family firm definitions makes the comparability of
these results difficult. One of the biggest challenges of developing a general definition is the
ITT01UOTT Ol PUaAWOT wi EOPOawi PUOU? B

It can be seen how the results of research could be influenced by the choice of FF definition. We
examined the main definitions that you can find in the literature aiming to identify the best definition

for this research.

Sharma, Chrisman and Chua (1996) defined family business as a business governed and/or managed
on a sustainable, potentially cross-generational, basis to shape and perhaps pursue the formal or
implicit vision of the business held by members of the same family or a small number of families. La
Porta, Lopez-de-Silanes and Shleifer (1999) defined family business like a firm that is partly owned by
one or more family members who control together at least 20% of the total votes outstanding.
Astrachan and Kolenko (1994) suggested that a family had to own over 50% of the business in a private
company or more than 10% of a public company in order to qualify as a family business. Le Breton-
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Miller, Miller and Steier (2004) do not explicitly define a family firm but they assumed that
management succession means firm leadership will pass from one family member to another or, in the
absence of a competent &mily contender in the short -term, a bridge manager between family tenures.
This research uses the following parameter: family had to own over 50% of the business in a private
company or more than 10% of a public company in order to qualify as a family bu siness (Astrachan
and Kolenko, 1994).

This criterion is the most appropriate using the components -of-involvement approach and for family

businesses in the Italian wine sector, which is characterized by the strong presence of one family.

Family versus nofamily firms: a comparison performance
f OTUWET I pPOPOT wUT T wUOTl UOwi EOPOawWwiI PUOOWwPUwHPUwWwDOXxOUUE
performance.
In the literature, there are studies that conclude that FFs are better than NFFs and they report that
controlled family ownership positively influences firm performance (Anderson and Reeb, 2003; Burkart
et al., 2003; Wang, 2006).
Jensen and Meckling (1976) suggested that ownership concentration has a positive effect on
performance because it alleviates the conflict of interest between owners and managers. The opposite
view of the ownership structure directs attention towards the effects of the agency problem resulting
from the combination of concentrated ownership and owner control (Fama and Jensen, 1983).
AndersoOWE OE w11 1 Ewepl YYt Awl OUBEwWUT E0w%%UwdOUUx1 Ul OUOT Ew- %%
are significantly better performers thannon-i EODP Oa wi PUOU? 8
Another study conducted by Arosa, Txomin Iturralde and Amaia Maseda (2010) highlighted that the
distincUD YT wi 1 ECUUT UwoOil wu%Uwl EYI WEwWwxOUPUDYT wiiiTEQwWOOWOT I
long-term survival of the business as well as its concern for maintaining the reputation of the firm and
the family, lead the family to avoid acting oppor tunistically with regard to the earnings obtained
(Burkart, Panunzi and Shleifer, 2003; Wang, 2006). Families have concerns and interests of their own,
such as stability and capital preservation, which may not align with the interests of other firm
investors.
However, in general, the empirical evidence is not conclusive.
Arosa, Txomin lturralde and Amaia Maseda (2010) found that some empirical findings indicate that
firms with concentrated ownership structure, such as founding families, show lower profita bility than
those firms with a dispersed ownership structure (DeAngelo and DeAngelo, 2000; Fama and Jensen,

1983; GomezMejia et al., 2001).
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Furthermore, there are also many studies which highlight that FFs under -perform when compared
with NFFs. Daily and Dollinger (1992) stated that family -run firms do appear to achieve performance
advantages whether performance is measured in terms of financially oriented growth rates or
perceived measures of performance. Faccio, Lang, and Young (2001) have also noted #t family firms
are relatively poor performers due to conflicts that arise as a family attempts to manage an enterprise.
In addition, a study by Miller et al. (2007) underlined that only businesses with a lone founder
outperform. Moreover neither lone foun der nor family firms exhibited superior valuations within a
randomly drawn sample of companies. Their results confirmed the difficulty of attributing superior
performance to a particular governance variable.

One of the variables that could impact on the performance level is the company innovation strategy,
which was considered as a decisive factor of capitalism (Schumpeter, 1928). Scholars stated that
innovation has been considered as a survival tool, and a way of achieving a competitive advantage in

the long-term (Thompson, 1965; Greve, 2007; Bresciani and Ferraris, 2014), it having a direct influence

OOwUT 1 wWwEOOxEBazUwxl Ul OUOCEDQET wbOwUI YI UEOQwUI E0OOUUVUwp E

et al., 2001; Dias and Bresciani, 2006). A new level of prduct and process innovation may be reached,
enabling the company to enter a new market or create a hew product or new process (Tushman and
Anderson, 1986), thus generating a series of conditions to win the competitive challenge (Abernathy
and Utterback, 1978; Clark, 1985; Tushman and Anderson, 1986; Arthur, 1996). Consequently, some
scholars have described innovation in terms of products and processes perspective (Tushman e Nadler,
1986)

Many scholars have focused on innovation strategy in FFs. A group of them stated that family firms are
less attracted by innovation in the products and processes development (Donckels and Frohlich, 1991;
Morck and Yeung, 2003) and tend to be less inclined to build external relationships that might foster
innovation (Dunn, 1 996). Therefore, FFs prefer not to invest in innovation (Bresciani, Thrassou and
Vrontis, 2013a and 2013b). For a second group of scholars, innovation strategy represents a key factor
for FFs, thanks to their flexibility (Craig and Moores, 2006): innovation is considered as a means to gain
competitive advantage in the long-term (Miller and Le Breton -Miller, 2005; Bresciani, Thrassou and
Vrontis, 2013a).

A comparison on innovation tendency between family and not family firms was made. Thanks to the

U

21 EGPODDwm3l 1 ET OwhiNWI OQw' OU0OOOwWwhNWE OQOw# UOOOWRNNK OQw' EEE

I YYt Ow" UOEUUOwWI ODWwEOSOw! YRNKAWEODE wUT 1 wremivdatnéttim&é ExDUEO»

horizon, for which innovation strategy is a means to gen erate return on investments (Culasso et al.,

2014).
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Innovation in the wine sector has been studied recently (Rossi, 2008; Vrontis and Viassone, 2013).
Innovation has been considered as a means to counteract the worldwide decrease in wine consumption

(Cuellar and Huffman, 2008). In addition, knowledge networks between companies have been seen as a
source of innovation (Bell and Giuliani, 2007).

Despite the different positions in the literature, this study tries to understand if higher performance

level is shown in family or in not family firms.

METHODOLOGY
This study is based on a sample of 369 Italian companies operating in the Italian wine sector. The
sample includes large and medium firms and data were extracted from the Amadeus database.

The sample indudes 203 FFs and 166 NFFs, making a total of 369 firms (Table 1).

FFs NFFs Total
Number of companies 203 166 369
% 55% 45% 100%

Table 1 The sample

As stated in the previous section, a firm is classified as an FF if family owns over 50% of the budness in
a private company or more than 10% of a public company (Astrachan and Kolenko, 1994).
The most significant economic and financial parameters were analysed. In particular for economic
performance we considered:

- ROA (Return on Assets);

- EBIT (Earnings before interest and taxes);

- ROE (Return on Equity).
Regarding the financial ratios, we analysed:

- liquidity ratio ( liquid assets / short-term liabilities) ;

- current ratio (current assets/current liabilities);

- solvency ratio (total debt/ total assets).
The mean of each financial and economic ratio achieved by companies included in the sample was
determined for every financial year covered by the study.

UwUi 1l wOEPOwWT OEOQwWO! wUOT PUWUUUEaAawWPUWUOWEOEOGAaUT wlUT T wbOx

main research question is the following:
RQ: Does the family variable have a positive impact on economic and financial performance in the Italian wine

sector?
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To answer to this RQ, the most relevant economic (ROE, ROA and EBIT Margin) and financial ratios
(Liqui dity ratio, Current ratio and Solvency ratio) between family and not family firms were compared,

in the selected firms, in 2011, 2012 and 2013.

FINDINGS AND RESULTS
The following data show that FFs outperform NFFs in ROE and ROA, and NFFs outperform FFs in

EBIT Margin (Table 2).

FFs Italy NFFs Italy outperformance classification - Italy

ROE % Year 2013 -2,23 -3,57 FFs
ROE % Year 2012 1,72 -1,88 FFs
ROE % Year 2011 5,46 -5,56 FFs
ROE % Mean 2011-2013 1,65 -3,67 FFs
ROA % Year 2013 0,88 0,45 FFs
ROA % Year 2012 0,56 0,45 FFs
ROA % Year 2011 0,88 0,62 FFs
ROA % Mean 2011-2013 0,78 0,50 FFs
EBIT Margin % Year 2013 3,89 1,62 FFs

EBIT Margin % Year 2012 2,29 3,97 NFFs

EBIT Margin % Year 2011 1,97 3,97 NFFs

EBIT Margin % Mean 2011-2013 2,72 3,18 NFFs

Table 2.Economic performance in Italian FFs and NFFs

In particular, FFs outperform in ROE, which measures the rate of return on the ownership interest of
the common stock owners. Italian FFs seem more efficient at generating prdits from every unit of

UTEUITTOOEI UUzwl aUPUa wp%bl UUIT whkbd

ROE
8,00
6,00
4,00
2,00
0,00
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M FFs Italy W NFFs Italy
Figure 1. ROE in Italian FFs and NFFs
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ROA shows that the total assets in FFs are more profitable in generating revenue; in particular,

this index shows how many euro of earnings they derive from e ach euro of assets they control (Figure

2).
ROA

1,00
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0,80
0,70
0,60
0,50
0,40
0,30
0,20
0,10
0,00

ROA % Year 2013 ROA % Year 2012 ROA % Year 2011

M FFs ltaly m NFFs ltaly

Figure 2. ROA in ltalian FFs and NFFs

On the other hand, the EBIT, referred to as "operating earnings", "operating profit" and

"operating income", shows how NFFs have more ability to generate profit (Figure 3).

EBIT Margin %

4,50
4,00

3,50
3,00
2,50
2,00
1,50
1,00 I
0,50
0,00

EBIT Margin % Year 2013 EBIT Margin % Year 2012 EBIT Margin % Year 2011

W FFs ltaly m NFFs ltaly

Figure 3. Ebit in Italian FFs and NFFs
Evaluating the economicperformance and, especially, considering the mean of each ratio
(whose trend is confirmed by the median), it is clear that:
- FFs outperform in the ROE (1,65%) compared with NFFs ¢3,67%);
- FFs outperform in ROA (0,78%), compared with NFFs (0,50%);
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- NFFs outperform in EBIT (3,18%), compared with FFs (2,72%).

Analysing the financial performance, it emerged that NFFs outperform in Current Ratio and

Liquidity Ratio, but FFs are the best in Solvency ratio (Table 3).

FFs ltaly NFFs ltaly outperformance classification - Italy
Current Ratio Year 2013 1,30 1,29 FFs
Current Ratio Year 2012 1,32 1,26 FFs
Current Ratio Year 2011 1,21 1,54 NFFs
Current Ratio Mean 2011-2013 1,28 1,36 NFFs
Liquidity ratio Year 2013 0,70 0,71 NFFs
Liquidity ratio Year 2012 0,76 0,72 FFs
Liquidity ratio Year 2011 0,69 1,01 NFFs
Liquidity ratio Mean 2011-2013 0,72 0,81 NFFs
Solvency ratio (Liability based) Year 2013 33,38 34,49 FFs
Solvency ratio (Liability based) Year 2012 29,76 30,02 FFs
Solvency ratio (Liability based) Year 2011 28,29 28,51 FFs
Solvency ratio (Liability based) Mean 2011-2013 30,48 31,00 FFs

Table 3. Financial performance in Italian FFs and NFFs

In particular, NFFs excel in Current Ratio, showing a higher ability to pay their current

liabilities from their current assets and to pay short -term obligations (Figure 4).

Current Ratio
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Figure 4. Current Ratio in Italian FFs and NFFs
The liquidity ratio, the index that measures the ability of a company to meet its short term debt

obligations and the ability of a company to pay off its short -term liabilities when they fall due, confirm

the Current ratio, showing that NFFs outperform FFs (Figure 5).
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Figure 5. Liquidity Ratio in Italian FFs and NFFs

Solvency ratio, which measures how much of the firm's asset base is financed using debt (total
debt/total assets), shows that FFs finance assetasing more equity source. In other words FFs are more
able to sustain operations indefinitely by comparing debt levels with equity, assets, and earnings,

identifying FFs as the more capable to pay their bills in the long term (Figure 6).
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Figure 6. Solvency Ratio in Italian FFs and NFFs
Financial performance is analyzed as described below, focusing on the mean of each indicator
(whose trend is confirmed by the median). NFFs particularly outperform in:
-liquidity ratio (0,81) compared with FFs (0,72);
- current ratio (1,36) compared with FFs (1,28);
- solvency ratio (31,00) compared with FFs (30,48);
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CONCLUSIONS, IMPLICA TIONS AND LIMITATION S

The purpose of this study was to scrutinize the relationship between ownership structure and
performance in the Italian wine sector.
It emerged that FFs outperform NFFs (Anderson and Reeb, 2003; Burkart et al, 2003) in economic
performance, such as ROE and ROA, while NFFs outperform FFs in EBIT Margin. Therefore, FFs seem
more efficient in profit generation, useful for renumerating shareholders; in addition, the total assets in
FFs are more profitable in generating revenue. However, NFFs are more able to reach a good EBIT
Margin.
In terms of financial performance, NFFs outperform (Daily, Dollinger, 1992; Faccio, Lang and Young,
2001) FFs in Current Ratio and Liquidity Ratio, while FFs outperform NFFs in Solvency ratio.
Consequently, this study confirms that the family variable is partially relevant to achieving good
performance and has different significance to the firms.
This research confirms what is found in the literature: the family is a relevant variable in performance
evaluation, but it is not easy to confirm when it impacts positively or not.
The implications of this research on future innovation strategy of wine companies would be related to
the potential of the Italian wine sector: not only for companies that produce and sell wine, but also for
connected businesses, such as wine shops, restaurants, chemical analysis laboratories and consultants.
In addition, thi s research could provide useful information for owners and managers of family firms
who want to improve their performance investments.
This research has some limitations that can be summarized as follows:

- the sample includes only Italian large and medium f irms belonging to a particular sector;

- the method used could be improved by adopting some econometrical model.
Future researches could improve these limitations and investigate about the reasons of the performance
results in FFs and NFFs. Another topic would be a comparison between wine sector and other sectors
in terms of economic and financial performance.
In addition, it would be interesting to analyse whether the innovation strategy by wine sector family
firms may be considered a means to improve performance, both in terms of the company and of
customer satisfaction. We thought that effective innovation management depended on the combination
of internal and external innovation: internal innovation indicates adherence to traditional values
coming from the family, while external innovation may be more influenced by innovation tendency.
The questions that this new research asks could be developed further by using a case study method
and contextualizing it in the wine sector. In particular, we suggest differ entiating innovation in terms of
products and processesperspective (Adner and Levinthal, 2001; Bonannoa and Haworthb, 1998; Re et

al., 2014;Sood and Tellis, 2009; Tushman and Nadler, 1986; Utterback and Abernathy, 1975), and
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looking at how it affects eveUa wx | EUT wOl wOT 1 wEOOxEQaz UwWwEUUDPOI UUwmp# UUE
be interesting to verify if innovation and tradition do not conflict : the two principles are only

apparently opposing and they should coexist.
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ABSTRACT

Both globalisation and the growing international competition have affected the complexity of
academic inquiry about SustainabilityE O E w i Sotid) ResponsibilityGlobal warming, the loss
of bio-diversity, contamination and waste production have social and economic consequences,
thus fostering a growing interest toward environmental and economic sustainability related to
the development of products and processes. Agriculture and food productio ns are one of the
main responsible for environmental pollution, as well as of the natural resources
overexploitation. As a consequence, the topics of Sustainabilityand Social Responsibilitpcquire
a great importance in agri-food and in wine industry, as well.

We believe that the adoption of social responsible behaviours, like implementing
environmental practices beyond regulatory compliance, depends not only on the economic
x1 Ul OUOEOETI OWEUUWEOUOwWOOwWUT I wpbOEPYPEUE®OWw wEUOUUU
diffusion of Sustainableproduction in the Italian wine industry, we particularly focus on the
Organic Wine Productionas the way some lItalian wine producers commit to Environmental
Sustainability.

According to the underlined perspective, our rese arch aims to investigate which factors drive
the Italian wine producers to engage in Environmental Sustainabilityefforts.

To get our goal, 77 Italian Organic winemakers have been selected to be interviewed. First
results of investigations show that Italia n winemakers devote themselves to organic
production mainly to differentiate their own offer at international level. They face more
difficulties in managing organic production if compared to traditional production systems,
and this often turns into high pr oduction costs. The low quality perceptions that the Italian
EOOUUOT UUwWi EYT wOl wOT 1T wOUT EOPEwWPDOl wbUOz UwWEDUI EwWEU
wine, probably because the last one is mainly sold into foreign markets. Finally, results seems
to confirm a fundamental lack of knowledge about the differences between sustainable and
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organic wine, both among producers and consumers, with consequences upon the perception
that the producers have about the practices that they undertake. Not surprising, the
interviewed winemakers believe to respect sustainability even when they simply comply with

the environmental rules necessary to gain the organic certification. Since the empirical
investigation is still ongoing, the main limit of our paper is the lack o f collected data, that

allow us to propose only preliminary results at this research stage.

Keywords : Environmental Sustainability; Organic Wine Production; Ethic

INTRODUCTION

Nowadays Sustainability and Corporate Social Responsibility (CSRjtract the attention of both

academics and practitioners, as it is supported by the growth of the academic literature about the

topic, as well as by the rise of new scientific and not scientific communities.

The concept of Sustainability gained its shape in 1987, whenthe Brundtland Commission, United

States, defined Sustainable Developme Uw O1 1 UDOT w?2 0T 1 wOl T EVUwWOI wOT T wx Ul Ul
OT1T wOl T EUwOl wi UOUUT wil O1 UEUPOOU? wpb" #$ OwhNWAOQwxd wKY A
environment, the Earth2 UOODP Uz wi | OEwPOwl1 POwWET w) Et@irightiddevedphentuN NI O wE
must be fulfilled so as to equitably meet developmental and environmental needs of present and future
generation8 ? w ( U w O ISEsGidanlé) Dezelbpmers not just about the environment, but about the

economy and society, as well. Sustainable Developmeperspective began to change, and It has been

rapidly focused on three pillars: economic progress, social justice and environmental preservation.

The establishment of various United Nations bodies like the United Nation Commission on

Sustainable Development, the Framework Convention on Climate Change and the Convention on

Biological Diversity, and subsequent conferences and protocols addressed the issues of sustainable
development, environmental improvement, climate change, ethical governance and even Corporate

Social Responsibility

Not surprising, current literature acknowledges that Sustainability, and Corporate Social Responsibilities

are broad, complex and often misunderstood concepts.

Both researchers and practitioners have explored the way private and public actors actually act, as

well as the way they should act to grant Sustainable DevelopmenfAccording to Frederick (1998),

socially responsible firms try to solve, or r educe, the social problems coming out from business

activities; to optimize the use of resources in coherence with the problems to be dealt with; to

contribute to the improvement of the collective well -being and to promote a better quality of life.
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Thus, Corporate Social Responsibilitpay be considered the main tool to implement a Sustainable
Development
Talking about sustainability and CSR opens up a lot of research issues, but often lead, also, to
confusion and misunderstanding. This is especially true in the wine industry, where the concepts of
Sustainable Wine Productigi©rganic Wineand Bio-dynamic Wineare generally mixed up. Additionally,
the lack of homogeneity in the international norms and regulations drive to controversy. In spite of
the import ant role played by professional associations and certification bodies in defining voluntary
production remain even more elusive.
The underlined problem led us to firstly shape the literary background about Sustainability, Sustainable
Developmentand Social Responsible Practicédter that, we investigate to which extent the Italian wine
production devote to sustainability, or alternatively, to organic or bio -dynamic production. In doing
this, we mainly focused on Italian production of Organic wine, attempting to answer to the following
questions:

1) Do Italian wine producers adopt Sustainability practices or Social Responsibility ones (ex.: organic or
bio-dynamicproduction)?

2) What drives Italian winemakers to produce Organic wine?
Our paper is the first step of a wide -based research about the sustainability in the wine industry at
international level. According to our research agenda, the paper points out the the oretical
background, the methodological approach and the first results of our investigation. Limits and

suggestions for the next research step are finally presented.

SUSTAINABILITY, SUST AINABLE DEVELOPMENT AND SOCIAL
RESPONSIBLE PRACTICE S: THE LITERARY OV ERVIEW

Increasing inequalities within and among the nations, the growing worldwide poverty, especially in
developing countries; the depletion of natural resources, some species of animals and plants, as well
as water and air pollution, impelled for a chang e in the way humans and firms manage and use the
planet resources.

Really, many of the ideas that are how embedded in the concept of Sustainable Developmepteviously
UEPUI EwDOwUT T wi EUGAWRNAYUwpkT T OwUIT 1 wWE E E Eekpbiatowdt | EEUI wWE
the environment, examining the inner links between environment and development (Erlich, 1971;
Meadows et al 1972; Ward and Dubos, 1972, Schumacher 1974).

Since the time of the Brundtland Commission Report, Sustainable Developmetias become awidely
recognized goal for human society of the 21st century.
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Different definitions of Sustainability and Sustainable Developmeritave been proposed and a vast
number of alternative policy prescriptions have been soon developed (Pezzey, 1989; Pearceet al, 1989;
Rees, 1990; Lélé, 1991).

In spite of this, much of the literature on Sustainable Developmepublished in the 1980's was often
vague, showing a lack of precision in defining Sustainability, and agreement in outlining appropriate
sustainable policies. According to Lélé (1991) Sustainable Developmemhay dangerously turn into a
2Ux002 wbi wOOWOOT WEEUTI UwUOWET I DOl wbUd w" 001 UUPOOWEUDUI |
by Sustainability. Even UNEP's and WCED's definitions of SustainableDevelopmentare ambiguous;
they confuse ends with means, thus affecting the ability to develop effective policies and practices
(Stern, 1997). Similarly, Rees (1990) expressed extreme skepticism concerningustainable Development
mainly considered just so much political rhetoric.

In order to overcome the underlined literary vagueness, starting by the end of 1980's much more
precisely definitions for Sustainable Developmehave been shaped, and both conditions and policies
required to achieve sustainability, have been developed.

According to Barbier (1987) Sustainable Developmergims to simultaneously maximize three main
systems goals: biological system goals (genetic diversity, resilience, biological productivity), economic
system goals (satisfaction of kasic needs, enhancement of equity, increasing useful goods and
services), and social system goals (cultural diversity, institutional sustainability, social justice,
participation). As Barbier (1987) sustained, there would be no Sustainable Developmenwith out
considering the relevance of the environment, as well as without taking into account also social and
cultural values. As a consequence, Economic systems, which rely on nonrenewable resources,
degrade the natural environment, or even promote classes cdegorizations (Ex.: rich vs poor) are not
Sustainable

According to the above perspective, Sustainability Developmentvould grant the growth of human life
over the times, the flourish of human individuals and the development of human cultures, that means
human activities do not destroy the diversity, complexity, and function of the ecological life support
system (Costanza, Daly, & Bartholomew, 1991). A sustainable society is one that can persist over
generations, one that is farseeing enough, flexible enough, and wise enough not to undermine either
its physical or its social systems of support (Meadows, Meadows, & Randers, 1992, p. 209).

In this sense, the preservation Ol WEwWOOU]I w? OPYEEOI »wi OYPUOOOI OUOwPHUI u

claimed to balance growth (economic growth, GDP, standard of living, etc.). Even development often
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As Mitlin (1992) noted Sustainable Developmeimvolves two components: the meaning of development

(main goals of development: economic growth, basic needs, rights, etc.); and the conditions necessary

to achieve sustainability.

By adopting a content analysis, Gladwin, Kennelly and Krause (1995) sustain that Sustainable
Developments a process of achieving human development subjeced to five constrains: inclusiveness,

connectivity, equity, prudence, and security .. Even if the authors themselves recognized the

difficulties in defining all of these terms (the notion of security or prudence are more easily identified

by their absence han their presence), they sustain the idea that no sustainable development may be

assured if human choice promotes inequity, reflects imprudence or raises insecurity. According to the

proposed perspective, the requirements for Sustainable Developmemhay be all respected only by

devoting to a Sustaincentrisrk EUEEDT OOWEEEOQUEDPOT wOOwPT PET w?20T 1 wi EVODT
EOI EOOwT 1 EOUI aOwEOEwW xUOx1 UOawOEOETT Ewli OUwUT T wUEOT w
Sustaincentrismis, in other words, congruent with the requirements of Sustainable Development

'O0wi ObpwOEa wkPl wOEOT wEEUT wOil wi UOEOPUazUwi 6061 vy

By a Sustaincentrismapproach, a biophysical sustainable behaviour is a key issue in reaching

prosperous economies. Depending on this consideration, operational principles and techniques of

biophysically sustainable have been pointed out by the authors.

' EUI EwOOwUT T w UUT OUUZz wYDI b (radiidedthat iméyde ddopiedio granetieOl wUl Ob
respect of Sustainability Principles, namely Assimilatio n, Regeneration, Diversification, Restoration,

Conservation, Dissipation, Perpetuation and Circulation of natural resources ( Environmental

Sustainability).

1 ?Inclusiveness implies human development over time and space. Connectivity entails an embrace of ecological, social, and
economic interdependence. Equity suggests inter-generational, intra-generational, and interspecies fairness. Prudence connotes
duties of care and prevention: technologically, scientifically, and politically. Security demands safety from chronic threats and
xUO0T EUPOBWI UOO W Gadi, Kebnelly R Kiause) DOOESp. 878)
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Sustainability Principles

Operational Principles

Sample Techniques (Practices)

Assimilation

Waste Emissions < Natural
assimilative capacity

Pollution prevention
Natural products
Detoxification
Biodegradability
Low input agriculture
Synthetic reduction

Regeneration

Renewable harvest rate <
Natural regeneration rate

Sustained yield management
Safe minimum standards
Harvest certification

Access restriction

Exclusive harvest zone
Resource right systems

Diversification

Biodiversity loss < Biodiversity
preservation

Biosphere reserves
Extractive reserves
Buffer zones
Polyculture farming
Ecotourism

Debt for nature swaps

Restoration

Ecosystem damage < Ecosystem
rehabilitation

Reforestation

Mine reclamation

Site decontamination
Bioremediation
Species reintroduction
Habitat restoration

Conservation

Energy-matter throughput per
unit of output (time 2) <
Energy-matter throughput per
unit of output (time 1)

Fuel efficiency

Mass transit

Cogeneration

Computer control

Demand side management
Smart buildings

Dissipation Energy-matter throughput | Depackaging
(time 2) < Energy-matter | Durable design
throughput (time 1) Repair/reconditioning
Telecommuting
Bioregional sourcing
Dematerialization
Perpetuation Non-renewable resources | Solar energy
depletion < Renewable resource | Wind power
substitution Hydrogen fuel
Bioenergy
Hydropower
Geothermal energy
Circulation Virgin / recycled material use | Closed loop manufacturing

(time 2) < Virgin / recycled
material use (time 1)

Industrial Ecosystem
Internal recycling
Waste recovery

Design for disassembly
Water recirculation
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Table 1+ Operational Principlesrad Techniques of Biophysically Sustainable Behavior

Source: Gladwin, Kennelly and Krause (1995)

(OwEOGAWEEUI OWEEOxUDOT wEOwWI OYDUOOOI OUEOQWEDOXI

Sustainability.As we previously noted, all the three dimensions t environmental, social and economic,

have to be managed in order to meet the need of present and future generations. The three
dimensions, as well as the topics to be managed in order to get the sustainability are showed in the

following Venn Diagram (Barbier , 1987).

Environmental Justice Clean Water/Air

Health & Safety Emissions Reductions

Climate Change
Environmental Reg

Biodiversity
Environmental Research
Recvclina/Compostina

Social Justice
Diversity
Human Rights
Community Outreach
Labour Relations

. Environmental

Environmental

SocioEconomic Enviro-Economic

Economic Resource Efficiency
Green Energy
Product Stewardship

Improved Technology

Job Creation
Skills Enhancement
Local Economic Impact
Business Ethics

Innovation
Capital Efficiency
Risk Management

Growth Enhancement

Figure 1+ Venn Diagram

Source: Barbier, 1987

The complexity of Sustainabilitymakes it difficult, not only to define it, as it has been discussed above,
but also to identify the practicesthat may be fostered in each context, as well as in each situation.
Within the developed countries, for example, environmental issues and ecological practices are often
emphasized, mainly in those countries where equity, justice and health are generally assured. On the
contrary, in many under - developed and emerging countries, the natural environment is very often
overexploited in order to gain industrialization and economic growth. Even if social justice or human

Contemporary Trends and Perspectives in 88 ISBN: 9789963711-30-7
Wine and Agrifood Management

C
>
(@)



Specialized conference of the EuroMed Academy of Business

rights have been no granted at all, Governments look at the growth enhancement as a key issue to
assure economic development, although at the expense of both environmental and social
sustainability.

Similarly, Sustainable practicemay vary within the different industries, thus asking for a deeper

investigati on of their dynamics in specific conditions.

SUSTAINABILITY AND S OCIAL RESPONSIBILITY PRACTICES IN WINE
INDUSTRY: FROM SUSTA INABLE WINE TO ORGAN IC WINE PRODUCTION

A lot of authors agree on the difficulties that producers and consumers have in defining
2UUBDPOEEDPOPUa? wbOwb b Ol wb O Eetdl (2014)5nat orfyfeérh Eotnbyl, butta@Bau2 4 OO OO
each individual actor may have a different understanding of sustainability in the wine industry.
Generally speaking, even if it involves bio -physical, socia, and economic dimensions (Vallance et al,
2011), sustainability is still mainly connected to ecological and environmental issues. The pure
ecological view aims at exploring new solutions to the existing environmental problems, thus the
search for sustanable use of natural resources currently receives much attention; as well as new
technological ways to reduce, re-use, and recycle wastes (Rifkin, 2006). Following the underlined
approach, sustainable and organic /biodynamic management are often considered similar concepts.
Especially small wineries believe that there are no big differences between the two systems. Similarly,
consumers often confuse sustainable and organic/biodynamic wine (Szonlonoki et al, 2011). They
have not a clear idea of what sustainable means and how it is practiced (Zuccaet al, 2009).

The following table show the main differences among Sustainable wine, Organic Wine, and Bio -
dynamic wine, according to the three dimensions of sustainability.

As we already noted, Sustainabilityis a three dimensional concept including environmental, economic
and social issues of development. Although widely accepted, the environmental, economic, and social
dimensions are differently interpreted in different countries, in order to shape norms and gui delines
applied to the sustainable practices in wine industry.

The Lodi Winegrape Commission in California developed the first winegrowing program in 1992
(Ross and Golino, 2008). Since then, several other organizations, associations, groups and institutem
different countries have created their own rules or accepted already existing guidelines to practice
sustainability.

The inherent concept is that the product has been made in such a manner that it will allow the
vineyards and environment to continue to produce an undiminished product for all future
generations. Sustainability in wine production means that growing and winemaking practices are
sensitive to the environment (environmentally sound), responsive to the needs and interests of
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society-at-large (socially equitable), and are economically feasible to implement and maintain
ol EOOOOPEEOGaw i1 EUPEOI Adw 3T 1 woOl OUPOOI EwxUPOEDXxOI Uw E

sustainability (Zucca et al, 20093.

PRINCIPLES OF SUSTAINABILITY

Environmentall y Economically Feasible Socially Equitable
Sound
Sustainable Wine Yes Yes Yes
Organic Wine Yes, for grape Not required Not required
production

Manipulation of wine
production process is
partially allowed
(depending on national

rules)

Bio + dynamic Win e Yes Not required Not required

Both grape and the
wine production are

?O0EUUUEOOa~

Source: our elaboration

Even if sustainable wine is confused with organic wi ne, they are not mutually exclusive, since the last
one may or not may adhere to sustainability guidelines.
The definition of organic wine is different in every country but its general guidelines are similar.
Ul EOPEwbPDOl UwEUT wOEEIT whhtth@dhsuthad bl sEs@mi€ funbitides< (futasO w U
control), insecticides (bug control), herbicides (weed control), or synthetic fertilizers may be used in
the vineyards. Before 2012, EU recognized and ruled the raw agricultural products as organic

(grapes), but not the process one (wine). As a consequence, ltalian wines could only be labelled as

2 The Code of Sustainable Winegrowing Practices-8s#fessment Workbogkovides the criteria to translate sustainability principles
into practice. There are 14 assessment areas, including: 1) Viticulture, 2) Soil management; 3Yineyard water management; 4)
Pest management; 5) Wine quality; 6) Ecosystem management; 7) Energy efficiency; 8) Winery water conservation and quality;
9) Material handling; 10) Solid waste reduction and management; 11) Environmentally preferred purchasi ng; 12) Human
resources; 13) Neighbors and community; 14) Air quality (Zucca, Smith, Mitry, 2009).
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?0EEl wi UOOwWOUT EOPEwWl UExT U2 8w UwlOl EVwUDPOI Owshridasdx1 EOQwbE
i OUwW?OUT EOPEwWPPOIl »8w! UUwWEawUT T wk 1ydud I0EuIE U wDH@U 1EDODE kb ®WOH
organic logo. This means that organic wine is fully integrated into EU legislation, and that the organic
PDOl wOEaAwWE] wi UOOawUl EOCT OPAVEDEYOREODDTI @POGUULP WEOOI aEU
process (Dejas, 2018
The new implementing rules prohibit the following practices for organic wines (Article 29d(2) of Reg.
(EC) No 889/2008):
1 Partial concentration through cooling
Elimination of sulphur dioxide by physical processes
Electrodialysis treatment to ensure the tartaric stabilization of the wine
Partial de-alcoholization of wine
Treatment with cation exchangers to ensure the tartaric

Stabilization of the wine

=A =/ =4 =4 =-a -4

All new physical methods allowed in regulation (EC) No 144/2013 like nano - or
ultrafiltration as well as coupled

1 Membrane procedure.
A table for a ¢ non exhaustive t list of forbidden substances in organic wine production is available in
the Appendix 1.
Finally, there is the biodynamic viticulture, which was first advocated by the Austrian philosopher ¢
scientist Rudolf Steiner in 1924. Steinergave rise to the organic wine3> movement, in order to bridge
the gap between the material and spiritual worlds through the philosophical method . His eight
lectures, entitled Spiritual Foundations for the Renewal of Agritiuie, were delivered just a year before
his death, but they remain as the foundation of biodynamic farming.
Steiner used a holistic approach to farming and viewed the vineyards as an interrelated unit by
placing emphasis on the balance between the soil, vhes and animals in a close selnourishing system.
A great importance is given to composts and manures that replace use of chemical fertilizers in every
farm production. In winemaking the biodynamic producers carry out a minimum of manipulation:
the fermentation is done by the grapes own bacterial community, and wine seem to ferment well.
Both bio-dynamic and organic farming take place without chemicals, but biodynamic farming takes it
a step further, incorporating ideas about a vineyard as an ecosystem, ard accounting for things such

as astrological influences and lunar cycles.

3 A biodynamic wine means that the grapes are farmed bio-dynamically, and that the winemaker did not make the wine with
any common manipulations suchasyeaU DWEEEDUDOOUWOUWEEDPEPUAWEENUUOOI O0U8w whpbDOi w? OEE
a vintner used biodynamically grown grapes, but followed a less strict list of rules in winemaking (source: winespectator).
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In spite of the underlined differences among organic, bio -dynamic and sustainable wine, the available
data about market trends and its future development mainly refer to the organic wine production.
Probably it depends not only upon the still little diffusion of sustainable wine, but also on the
difficulties still existing in differentiate the products at both national and international level. The
interrelation of these terms can be w@mplicated, as there is a frequent overlap between the
requirements for each one. As showed in table 2, Sustainable wine may be considered as a wide
concept, including organic and bio -dynamic production.

A biodynamic wine is also organic, but an organic wi ne is not always biodynamic. In any case, a
sustainable wine is obviously always an organic wine , even it has not to be necessarily a biedynamic.
Finally organic wines are sometimes sustainable, but the terms are not sufficiently similar in meaning

to provide any hard and fast rule (winefeed).

WORLD UNDER ORGANIC WINE

According to a survey developed by the Research Institute of Organic Agriculture 4, the organic grape
EUI Ewl Ul PwOOwWOOUI wlOT EOQw!l + YoYYYwi Tl EVUEUI Uwildpedrea wi OEwOI
In Europe about 230.000 hectares devote to organic grape production (217,000 hectares within the
European Union). Since 2004, when data on land use and crops were collected for the first time, the
grape area has more than triplec®.

Spain, Italy, France, China, and Turkey are the five most important grape growing countries in the
world, but among them, only China did not provide data about the area under organic grapes.

According to the available information, Spain, France and lItaly are t he countries with the largest
organic grape areas (more than 50.000 hectares of organic grapes). Particularly, Spain is the first in
Europe for extension of organic grape. It is followed by France and Italy. The available data indicate a
large part of the total grape area (42%) to be irconversion, thus we expect an increase of organic
grapes mainly supplied by Spain, Italy and France.

Obviously, not all of the mentioned grape areas are used to produce organic wine, since table grapes
and raisins are still importan t in many countries, like, for example in Turkey.

In Europe, 5.6 per cent of the wine area is organic; in the European Union it is even 6.6 per cent. This is

a higher share than for overall agricultural land in the European Union (5.4 per cent in 2011)6.

4 The 14th survey on organic agriculture worldw ide was carried out by the Research Institute of Organic Agriculture FiBL in
cooperation with the International Federation of Organic Agriculture Movements (IFOAM) and further partners. The survey
was carried out between July 2012 and February 2013. The stvey involved 162 countries (including for the first time: Dominica,
Guinea Bissau, Kosovo and Tonga). The data have been provided by almost 200 country experts (representatives from NGOs,
certification bodies, governments, researchers). Source: Willer, H, Lernoud, J, and Kilcher, L. (2013) The World of Organic
Agriculture. Statistics and Emerging Trends 2013. FiBL, Frick, and, IFOAM, Bonn.

5 Some of the increase must be attributed to continually improving availability of data.

6 A table about Organic Vitic ulture in Europe is available in the Appendix.
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Very important observation arises with reference to some countries, like UK and Netherlands, since,

even smaller than Spain, France and Italy producers, they show a high shares (respectively 16.7 and

14.6%) of organic on the total vine area. The underlined situation poses interesting questions about the

propensity to adopt responsible behavior more easily in some countries than others.

According to the collected data, Europe is by far the largest player in the global arena. Major organic

wine markets outsid e Europe are the United States, Chile and also Australia (Remaudet al, 2008;

lordachescu et al, 2009), even if no markets statistics are available on organic wine.

Nevertheless, according to Willer (2008) the organic wine production is still a little sh are of the total

wine production at a worldwide level, mainly because of production problems, as well as for a still

low demand by the final consumers.

Many studies investigated consumers perceptions of organic wine. Stolz, and Schmid (2008) identified

the EOOUUOI UUzw il RxI EUEUDPOOUW O w OWUltakly, OFbafos, MSBr@dny an@w | OU U w
Switzerland t underlining the negative taste perception that most of they have for organic wine;

similarly, lordachescu et al, (2009) analyzed Romanian consumers beheior towards organic wine,
UOTTTUUDOT wUOT T wOl 1 Ewi OUWEwWOOUT w?T Uil 1 62 wEUOUUUI wi OUWEC
Ol wOUT EOPEwWwPDPOl wEUWE at BIPQEE Y&l exarhined tnetpretiin griteuthat

Australian consumers are willing to pay for organic wine. The research results show that about the

70% of the sample is willing to pay a premium price for organic wines, but a segmentation analysis

revealed that only a minority of Australian consumers are willing to pay a premium pr ice of 4.99%

when buying wines above 12.50% (Remeaudet al, 2008).

Italian consumers are also price sensitive, mainly because of the Italian economic crisis, thus they do

not pay much attention to ecological aspects of wine productions (Szolnoky et al, 2011). At the same

time, other studies show that the positive attitude and the buying intentions that consumers have

about the organic food, do not extend to wine (Sirieix and Remaud, 2010). According to Olsen et al

(2006) the traditional wine consumption is often symbolically associated with pleasure and taste. On

Ul 1 wuEOOUUEUaAOwWOUT EOPEwPDOl wbPUWEOOUDPET Ul Ew?1 1 EOUT a2 wEC
31T wEOOI OPEUWET UPT 1 Ow?2T1 EOUT a2 wWEOQEwW?2T1 EOOPE? wEOOUUC
ET YI OOx Ol OUwoOi wOUT EOPEwWPDPOl wxUOEUEUDPOOGwW UwOOUI EwbOw
1 OYPDUOOOI OUWEUOwWOOU Wi OU wUet 4, 2013up.4). 0O WEUDOOwWP U2 wp" EVUUIT OOE
The situation may be particularly true in the Italian market where traditional win e production and

consumption is a strongly embedded in the historical heritage.

Even if analyzing the behavior of organic wine consumers is not the aim of our paper, we underline

Ul wbOxOUUEOET wUI EOUWEUUUOOI UUZ wET OP Erakens QeoduationE Y1 w D Ow
choices. Generally speaking, a low demand for organic wine at national level could lead Italian wine
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producers to not adopt organic production or, alternatively, to produce organic wine mainly for the
international markets. Depending on the above considerations, a deep investigation seems to be
necessary about the drivers that lie behind organic wine production. The following section focus on
the Italian experience in organic wine industry. The entrepreneurs' initiatives have been used as

starting points to identify the milestones for the next research step.

THE ITALIAN EXPERIEN CE IN THE ORGANIC WI NE INDUSTRY

After the adoption of the EU regulation N. 203/2012, the Italian production of organic wine grew and
in 2012 (latest data available) the 8% of the Italian vineyard area has turned into organic ones
(compared to the world average of 4%).
Italy is third in Europe in terms of organic vineyards (+8.6% compared to 2011 and +81% compared to
2003); it is only overtaken by Spain and France. Atthe regional level, Sicily is the leader in terms of
organic vineyards (16.144 hectares), followed by Puglia (10.173 hectares) and by Tuscany (5.887
hectares): here the traditional Tenuta di Capezzana recently converted to organic cultivation and even
Barone Ricasoli is in the process of converting his vineyards.
Nomisma Wine Monitor (2013) shows that the sales of organic wine are also rising: according to a
survey on lItalian consumers, in 2013 the 11.6% of Italians consumed organic wine on at least one
occasion (the previous survey reported that, in 2012, the penetration rate was of about 2%). The
increasing consumption may be partially due to the development of the new EU regulation on organic
wine that widened the potential market for this segment.
Not all the organic wine feeds the domestic market. Like for the traditional wine, the US are the most
important destination market for Italian organic wine. The U.S. imports the 33.7% of organic wine
from France, and the 29.3% from Italy. Among the other Itali an competitors, though with far smaller
market shares, there are New Zealand (7.6%) and Spain (7.5%).
Turning wine production into organic one is not easy. The high production costs raise the prices for
organic wines, thus mining the competitiveness of fir ms.
As the ORWINE project” exposes, four main obstacles seem to limit the diffusion of organic wine
production:

1) Low consumer knowledge about organic wines and production;

2) The poor image of organic wines;

3) The strong competition with the conventi onal products; and

4) The high price of the final product.

7 The Orwine (Organic viticulture and wine -making: development of environment and consumer friendly technologies for
organic wine quality improvement and scientifically based legislative framework) is a Europe an Project that aims at solving the
legislative problems in the organic wine industry, by producing scientific data.
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According to the samples, consumers perceive a less quality for organic wines, when they compare
them with the traditional ones: even when quality is equal, organic wines are less competitive because
of their higher price.

Even if the results of the ORWINE project give us a lot of information about the dimension of organic
wine market, as well as about the features that may limit its diffusion, less contributions are actually
available on the reasms that drive wine -makers to produce organic wine.

Taking into account both limits and obstacles to face, we try to understand why Italian wine
producers devote themselves to organic wine production.

?3EO0O0?2 wbpDUT wUT T wi OUUI x Ul Olhichtate wnd eppotdinitiesan® thecballengess w U O w O O (
that they face in producing organic wine, as well as to collect information about the factors that induce
them to adopt socially responsible practices.

The following case study shows the real experience of an talian wine producer. The face to face
interview allowed us to better define our research hypothesis and to structure the questionnaire that

has been used during the investigation.

371 wi 6G0UI xUl Ol UUzUVwULUOUaUI OODPOI

The entrepreneur that we interviewed comes from Pramaggiore, near Venice.

The production activity started in the 1958, when his father bought a rural building, where he soon

I UUEEODUT T EwUT 1 wi DPUOZ UwE O Weaurich! arid Wibelpduttiong) OMeted thad a wE wOD R
the winery expanded along the neighboring properties, mainly focusing on viticulture.

The winery management shift from the founder to his son in 1988.

-OPEEEaAUVUOwWUT 1 whpPOl UAawWDUWOEOET I EwUT EOOUWUOWUT T wUUxxOUI
wife and his children are POYOOYI EwPOUOwUIT 1 wi PUOZUWEEUDPYDPUDPI UAwEC
responsible techniques have been adopted to manage the vineyards.

In 1993 the winery started the conversion of the traditional production in order to turn the farm into

an organic one. New protocols for organic agronomic management have been adopted, thus pesticides

and chemical fertilizers have been totally replaced by natural parasiticides. The entrepreneurial choice

allowed the winery to obtain the organic certification by the ICEA (Ins titute for Ethical and

Environment Certification).

The winery annual production is about 4.000 tons of grapes, that means about 3.000 hectoliters of wine

(400.000 bottles a year). Venetian, Lombardy, Piedmont and Tuscany are the main Italian markets, but

since 2000, the entrepreneur has expanded into foreign markets, thus Switzerland (but also other

$0UOx1 EOWEOUOUUPI UKOwW4 628 WEOEwW" ECEEEWEUT wUT T wOOUOwhHC
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But adopting social responsible practices is not simple, at all.

As the entrepreneur states, sustainable environmental practices increase the production costs, thus

impelling the firms to rise the final price. Since the consumers are not always able to distinguish the

differences between traditional and organic wines, obtaining certification and label is only the first

step to be recognized by the market. The second, most difficult one, is to improve the product image

within the consumers mind. The last ones, especially the Italian consumers, feel a strong distrust for

Ul 1T w?@UEOPUa? wOi wOUT EOPEwWPHPOl OwlT UUwhOxI @8aownwUT T wx U
production.

(OwUxPUl woOl wOT 1T wUOET UOPOI EWEDPI I PEUOUDPT UOwUT T WwEEOxUDO
quality (even if it reduces the quantity), thanks, for example, to the better aeration of the grapes and to

the return to a natural farming that makes the organic wine unique in its essence.

?Undoubtedly, you could not produce a good organic wine, without love your tasalys the interviewed.
%OUWOEOawbPbDOl OEOTI UUwWUT I w?0UT EOPEwWODY D OT andut® éxpadiO O a w E wi (
Ul 1 PUWOEUOI UGEUU6PUZUwWPUwWOOUwWUDT T U60O00wUTT wubpl T DwbEa
ET OOUT wOOwUIT UxT ECwOT 1T wl OYPUOOOI OUS61T OUwOUUwWiehhBOUT 61 OUU
7l believe, also, that pradE D OT WP OWE wWOOUI wUl Ux OOUPEO]I whEaAaOQwbDOOWET wE

much time, consumers' demand for organic wine began to rapidly ineréase

RESEARCH METHODOLOGY

The paper is a first step of a wide multiple steps research aiming at comparing the entrepreneurial
sustainable behavior in the wine industry at international level. The study will be based on a
qualitative method (first and second step), according to which selected winemakers have been
interviewed.

The first step of our investig ation focus on the Italian organic wine industry.

The qualitative method, instead of the quantitative one, firstly allows us to identify the relevance
(hierarchy) among different drivers and challenges for the organic production, as they are perceived
by Italian winemakers. Secondly, we consider the qualitative method a suitable tool to clarify to what
extent Italian organic wine producers are able to distinguish between sustainable and organic wine, as
well as to what extent organic production inspires to ethic values.

Selecting the firms have not been simple, because of the lack of a national database for organic wine
producers. In Italy there are 7 certification bodies for organic production, each of which may grant the
certification to all the firms that respect the required standards. As a consequences, the data are
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dispersed and difficult to be collected. Additionally, firms usually request an organic certification

even for one or more labels (even if arising from the same production), thus making the i nvestigation

even more complex. Depending on the above considerations, 77 Italian organic winemakers have been

selected by the catalogue of the Italian wine producers present at the Vinitaly 2014. Even the catalogue

EOI UGz UWEOOOI E U w EVir® produdersy (vé& éoisbldred i & suffidiettlp Eepresentative

PUEOx Ol 2 OwOEDPOOawE]I EEUUTI wUIT T wul O YEOET wOi ws5DODPUEOa wi (
level.

Vinitaly is the most important expo organized by VeronaFiere. On the April 2014, Ve ronafiere ¢ and

Federbio ¢ started Vinitalybio ¢ the first expo exclusively devoted to the organic wine. All the wine

producers selected by Vinitaly, and present at the expo 2014 strictly respect the UE norms for organic

wine production.

The selected wineries will be interviewed 8 using a semi-structured questionnaire, that includes also,

and among the others, openended questions (see Annex 2). The questions have been divided into 3

main sections.

The first section collects biographical data and information EE QU Uwi PUOz UwUUUUEUUUI wEOE
The second section deals with specific aspect of organic grape growing and wine making, mainly

referring to both the challenges and the opportunities arising from organic wine production. 2 Likert

scale questions (s&€ O1 Ewi UOOw?2Y > wOOUwhOx OQUUEOUYyw- O0wUUTI EwOOwk w?
into this section (2.1 and 2.2).

The third section devotes to collect information about Sustainability concerns.

In the second research step the same questionnaire will be sendto selected wineries located into

different countries. The international sample is not complete at moment. One French interview is

actually available and 1 Australian winery accepted to be interviewed.

CONCLUSIONS AND PAPE R LIMITS

Our paper is the output of the first step of a wide-based research about the sustainability of wine
industry at international level.

The literary review and the collection of data allowed us to develop some hypothesis about the factors
that drive Italian wine producers to adopt s ocial responsibility practices.

At moment, 22 interviews on 77 came back. Even if they are not sufficient to point out final
conclusions, preliminary findings may be traced.

A common opinion is that producing organic wine is not easy. It requires higher pr oduction costs

than the traditional techniques, as well as higher involvement, mainly in the first stage of grape

8 At this time the empirical investigation is still in progress.
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cultivation. High production costs have been mentioned as "very important" challenges (score: 5) by

18 producers.

S3TTAawEUI wi 000 &RIES wEaxuw U EIOw®2 by OUT EOPEwPDHOI UwEOOOT wOil I
EOOUPEIT Ul Ew?2YI UawbOxOUUEOU? wEawht wxUOEUET UUOQwWEOEwW B
producers do not consider relevant the low appeal of organic wine among the Italian consumers, ev en
UOlTTawxUUwWwEwWt vyKWUEOUI wUOWEOUT wiOT 1T w?2( UEOPEQWEOOUUOI UU/
?2(UEOPEOWEOOUUOI UUAWOPUUOGET UUUEOCEDPOT UWEEOUUWOUT EOCPE w
Ei 1l Owl YEOUEUI EWEUwW?POxOUUEOU? WEOUOWEawUT T wOUT T Uwx UOEL
Quite far from the perception that consumers have of organic wine quality (according to the

interviewed), the winemakers strongly believe that organic production techniques improve wine
GUEOPUAWEPEOOWUT T wl I wi BUOUWI YE O DBGIOWWIEIw BB IT W EWERD]
to be evaluated taking into account all the information collected through the questionnaire: for the

majority of winemakers, the organic production allows to differentiate own output, mainly sold on the

international mark ets. In many case the first decision to devote to the organic production arises by the

research for new markets, as it is supported by the evaluation of the underlined driver (important and

very important) given in the section 2.1. This result seems to match with the evaluation of the

PExx] EO2 wUTl EOwUOT 1 wOUT EOPEwWPDO] wi EVWEOODOT w(UEOPEQWEOO!
market more than the national one. In some cases, looking for new, and foreign markets is the main

drive that lead producers to get the organic certification.

2(O0OxUOYDOT wi OYPUOOOI OUEOQw x1 Ul OUOEOGET » wEOEwW?/ 1 UUOBEOuU
interviewed producers. Similarly the answers to Section 3 + Sustainability Concerns ¢ confirm a lack

of knowledge about the Sustainability wine, that is often confused with organic wine. When we ask

about the most important principles upon which sustainable wine production bases, 20 producers

I REOUUDYI QawUi iT UwUOwl OYDUOOOI OUEOWEOOET UGUothedE Ol Oa w
Ul UUDPOOwW?' OpwEOwWaOUwxUEEUPEI wUUUUEDOEEDPODPUa» wUT T wC
practices, like, for example, the reduction of synthetic fertilizers in the vineyard or the use of

renewable energy resources. In any case, however, PPEUET UUWEOwWOOUwWUI I 1 UwUOwEda w
OUw?21 EOOOOPEwWIi 1 EUPEOI 2w xUPOEDxOI we6bUl OUUwITi Ol UEODPA&
fundamental lack of knowledge about what is sustainable wine, both among producers and

consumers. At same time, even when Italian winemakers devote to organic wine production, they do

not seem to inspire themselves to any ethic value, but more to the necessity to look for new markets,

as well as to differentiate their output. In coherence with the preliminary resul ts, Italian wine

producers are rarely involved in social responsible practices if they are not impelled by norms, and by

the necessity to get organic certification.
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The main limit of our paper is the lack of collected information, since the empirical inves tigation is

still ongoing.

In spite of this, our idea is that the propensity to adhere to sustainability, as well as to any other social

responsible practices may differ from countries to countries (sometimes also among different

geographical area inthe £ 01 WEOUOUUAaAWET EEUUT wOl wxUOEUEI UUzWwEUOUU
idea, suggestions for further research arise with reference to the role that values and beliefs may have
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ANNEX 1

Substance

Application

Sorbic acid and sorbates

Lysozyme

Chitosan

Microbiological stabilization

L-malic acid, D, L-malic acid

Acidification

Ammonium bisulphite

Protection of harvesting

Ammonium sulphate

Management of alcoholic fermentation

Chitin -glucan

Chitosan

Calcium alginate

Co-polymer PVI/ PVP

Thinning

Carboxymethylcellulose (CMC)

Yeast mannoproteins

Tartrate / colour stabilization

Polyvinylpolypyrrolidone

Correction of colour

Beta-glucanase enzymes

Glucan elimination

Chitin -glucan

Chitosan

Calcium phytate

Potassium ferrocyanide

Clarification elimination of heavy metals (iron,

copper)

Urease

Treatment, elimination of ochratoxin A and urea

Caramel

Various

Table 3¢ Non-exhaustive list of substances forbidden in production of organic wines

Source: Eu rules for organic wine production (2013).
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Country Area of organic vines [ha] Organic share of total vine
area [%]

Albania 35,0 0,4
Andorra 4,0 ¢
Austria 4.178,0 9,5
Belgium 1,0 10,0
Bosnia and Herzegovina 8,1 0,2
Bulgaria 1.454,7 1,9
Croatia 625,3 1,9
Cyprus 203,6 2,4
Czech Republic 978,3 6,1
Denmark 12,0 A
Finland 1,0 ¢
France 61.055,2 8,0
Germany 6.900,0 6,9
Greece 5.001,0 4,8
Hungary 1.207,0 1,6
Italy 52.811,9 7,3
Kosovo 1,0 ¢
Liechtenstein 2,0 ¢
Luxembourg 22,2 1,8
Malta 4,6 03
Moldova 4.641,4 3,6
Netherlands 29,0 14,6
Poland 22,0 ¢
Portugal 2.523,0 1,4
Romania 842,0 0,5
Serbia 7,0 0,0
Slovakia 68,0 0,7
Slovenia 287,0 1,8
Spain 79.016,4 7,9
Switzerland 368,5 25
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The former Yugoslav Republic of 40,7 0,2
Macedonia

Turkey 8.871,1 1,9
Ukraine 84,0 0,1
United Kingdom 107,0 16,7
Total Europe 231.413,1 5,6
Total European Union 216.724,9 6,6

Table 44 Organic Viticulture in Europe 2011

Source: Eu rules for organic wine production (2013).
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ANNEX 2. + QUESTIONAIRRE

SECTION 1

BIOGRAPHICAL DATA

Firm name

Date of build

Location

Type of Activity

- Organic grape producer

- Organic wine producer

If so, which are the main suppliers for organic

grape

- Both of them

Any type of certification

SECTION 2

WINE PRODUCTION ACTIVITY

1. When do you decide to produce organic wine for the first

time?

2. What does it drive your decision ?

3. Which are the output markets for you output?

4. Is there any difference between national and international

markets?
Yes
No
If yes, please, indicate which differences
5. Do you get any help/consulting to produce organic wine?
Yes
No

If yes, please, indicate which ones

Ex.: external consultancy,

seminars, and so on..

6. What are the pros from the system you are following?

Contemporary Trends and Perspectives in
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7. What are the cons from the system you are following?

8. Do you find easy or not practicing organic production?

Explain why in any case

SECTION 2.1: DRIVERS FOR ORGANIC PRODUCTION
( OEPEEUI wi ObPwUIT 1T wi 000OPDPOT WEUDYI UUwWT EYT WEIT OQwbOxOUL

important) in your decision to produce organic wine

Cost savings

Wine quality improving

Domestic market downsizing

Research of new markets

Adopting differentiation strategy

Compliance with overseas regulations

"OOx OPEBOET whpbPUT wOHEUDPOBEOWEOOBUU DI

"OOxOPEOEI whpbPUI wbOUI UOEUPOOEOWE

Improving environmental performance

Personal ethic values

SECTION 2.2: CHALLENGES FOR ORGANIC PRODUCTION
( OEPEEUI wi OpPwUT 1 wi 6606PDOT WET EOCOI OT 1T UWEOwWalbUwiill Owb(

important) in your decision to produce organic wine

Lack of uniform internationals rule s

Scares appeal of organic wines among the Italian consumers

Lack of effective marketing policies

High production costs

(UEOPEOWEOOUUOI UUZwWUOOOOPOWEEOU

(VEOPEOWEOOUUOI UUz wODUUOGET UUUE O

?'EOUT a2 wEOOUUOXxUPOOwYUw?' 1 EOCODL

Competitiveness of traditional wines

Local embedded wine tradition (for conventional products)

Inadequacy of distribution channels

SECTION 3 ¢ SUSTAINABILITY CONCERNS
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9. 61T EOWEOI Uw?UUUUE P OE EdavOildypuu
define it?
10.6 T EOWEUI wUOT T wOOUUwbOXxOUUEOUU
xUOEUEUDOO? wubOwadluwbxbpODOOY
11. Are there some differences, in your opinion, between
sustainable and organic wine?
Yes
No
- If yes, which are the main differences?
12. Are you involved in any other sustainable practices?
Yes
No
- If Yes, which one?
- How do you practice sustainability?
13. Do you no some other organizations that practice
sustainability in your country?
14. Do you think that practicing sustainability i s an important
issue in wine industry? Why?
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EXPERIENCING WINE TO URISM IN BURGUNDY: A N ELITE
INFORMANT STUDY

Charters, Steve

School of Wine & Spirits Business, ESC Dijon, France

ABSTRACT

The experience of wine tourists has been explored substantially over the last 15 years, but
mainly in the context of New World wine regions. This project focuses on a very traditional
and well -known European region, with a phenomenological exploration of wine tourism in

Burgundy. The aim was to use a single informant who was experienced in tourism but a

involvement wine consumer would ¢ but with the ability to make informed judgments about
the type, quality and effectiveness of tourism provision. The study confirms some existing
knowledge about the key requirements of the supply side and important aspects of the
experience, but it also highlights the uncertainty felt by low -involvement wine consumers
when faced with a wine regio n, and the dangers of an approach which relies on wine quality
to be the key focus, rather than the experience itself. It also exposes the weaknesses which
occur when administrative regions and sub-regions, and individual enterprises

compartmentalise their work, and fail to coordinate or cross -promote activities.

Keywords : wine tourism, experiential consumption, consumer satisfaction, Burgundy

INTRODUCTION

It has been suggested that the provision of wine tourism in Europe generally lags behind that of the
New World ¢ although with the caveat that the main difference is that European wine tourism has
been studied less than that in Australasia, South Africa and North America (Charters, 2010; Charters
& Mitchell, 2014). Recently, however, it has been clear hat more resources are being put into wine
tourism across Europe, and that there is an increasing commitment to the concept (Thevenin,
1996)although this is often driven by political authorities as much as by producers (Dubrule, 2007).
This has been mirrored by an increasing number of studies of the offer across the continent (Capitello,

Begalli, & Agnoli, 2013; Hall & Mitchell, 2000; Howley & van Westering, 2008; Konecnik & Go, 2008;
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Tommasetti & Festa, 2014). However, the focus has been very much on thesupply side, rather than
looking at the experience of consumers themselves.

This paper therefore continues research into wine tourism in the Old World, but with a focus geared
more towards the consumer experience than the supply side. Specifically it examines wine tourism in
OT1T w" GUI wEz . @ ateaditionalhbd highlyEeputed wine producing region, making some of
the most expensive wines in the world. The process adopted is an innovative one, employing a single,
elite informant to assess the senice provision in the region, but also using the process
phenomenologically; thus, this was not merely a descriptive analysis of what exists, but an
exploration of the experience of one person (albeit someone with a level of expertise) and an
investigation of the impact of that experience on them. To this extent the project was an extension of
OUT T Uws 0aulUl VawUT OxxpOT zwUUUEDPT UwbOwbbOl wOUOUUPUOwWPI DI
(Fountain & Charters, 2010). There was therefore a double researchdcus: to examine the effectiveness
of the wine tourism offer in Burgundy, and to explore the experience of one consumer of wine tourism

in that region.

CONTEXT

The context for this research is, geographically, the area of Burgundy in France. Burgundy is an
administrative region of the country with a population of a little over 1.6 million and an area of about
31,500 square kilometres. It is also, of course, the name of a wine that comes from the region (both red

and white) 1 but which is sourced in a much smaller area. There are four main subregions, Chablis,

connoisseursit is what they immediately think of when they talk about Burgundy ¢ although it only
x UOEUET UWwEUOUOEwW! YU wOl wEOOWEUUT UBEaAawPDPOl dww. O1 wgddi UL
used for this narrow wine producing area (about 3 -15 km wide, and 55 km long), it is also the name of
a départemen(the equivalent of an English county, and also an administrative area).

3TT wYPUPEUOUUUEOwW" Giwkstufiérn Dijony thdlrgdiobak dapital, upud e twd most
significant wine towns are Nuits St G eorges and Beaune, which form the main wine tourism centres.
Most of the villages along the route make wine, and therefore are the home to small Domaines. The
larger producers, generally négociants, tend to be based in one of the two towns. There are aange of
annual events which form a tourism focus, such as the auction of the hospice de Beaune in November
each year (a charity auction of well-known local wines from the latest vintage) or the Festival of St
Vincent (the patron saint of grape growers) in January. However, these began as industry events, and

have only subsequently (and perhaps coincidentally) become tourist attractions. As with much wine
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tourism in Europe it has not been planned as such, but has evolved out of the general activities of
wine producers. Also, as in much of Europe many domaines which sell wine at the cellar door, and
thus welcome visitors, would not accept that they are involved in wine tourism; rather, they only sell
wine.

Burgundy is a major French tourist destination, kn own for its history (it boasts a number of significant
medieval monasteries), good walking and substantial gastronomy ¢ as well as wine. Indeed, wine
tourism in the region has been in operation for a long time (Whalen, 2009), although barely
acknowledged as such by the major actors, and it has often been seen as subsidiary to the overall
tourism offer, or even as irrelevant (mainly by producers). Increasingly, however, regional authorities
are seeking to use wine as leverage for tourism so it seems relevat now to investigate wine tourism in
Burgundy, as one exemplar of the wider and under -researched offer in Europe as a whole, and
specifically to consider how tourists respond to that offer ¢ their expectations, satisfaction and
experiences. This understanding is essential if wine tourism is to be used for more than merely selling
more wine, but as a contribution towards building the territorial brand (Vrontis & Papasolomou,
2007).

Studies which have investigated consumer perceptions of wine tourism have stressed that it is the
experience which is most important (Charters, Fountain, & Fish, 2009; O'Neill, Palmer, & Charters,
et al., 2002) showed that vistors to a winery make their purchase based on satisfaction with the
service, rather than the quality of the wine. Beyond this, it has been argued, the sense of hospitality
that is experienced during a visit is crucial (Charters et al., 2009; Mitchell & Hall, 2004). Thus, the
hospitality received and the chance to learn about wine and interact with staff is essential, as is the
OlTEWUOwWIi 11 OwEwWUI OUIl woOi wEUUEET O1 OUwUOwUT T wi OU0wkHOI
Most important, perhaps, i s the need to feel secure in what may be an uncertain, strange, even
threatening environment for some people who feel they lack the product knowledge or the awareness
of the rituals which surround the tasting and consumption of wine. Further, Roberts and Sparks
(2006) reported that tourists have a wide range of reasons for visiting a producer. These include: the
very nature of the service interactions themselvest including a need for personal attention; the search

i OUWEOwI Rx1 UPI OEI uahd theechand® tbrupgrioddl graw UpBricaladlyuby way of
opportunities to learn. The concept of the experience economy (Gilmore & Pine, 1999, 2002) has been

the framework for many of these approaches (Quadri -Felitti & Fiore, 2012).

METHOD
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The aim of the study was to investigate the complete experience of a wine tourist in Burgundy. This
was very much a phenomenological and experiential study so as noted, the research method adopted
was a form of mystery shopping, which was intended to allow for a wide range of experiences and
responses, engaged with at a deep level by one person. The mystery shopping approach has
previously been used in one substantial study, employing a number of informants visiting winery
cellar doors in Australia and New Zealand, an d then debriefing them in the environment of a focus
group (Fountain & Charters, 2010). That process allowed a comparison to be made of visitor
experiences and satisfaction over a short period (usually one or two days). The participants used were
explicitly said to be non-expert. By contrast, this study employed a single informant, experienced in
tourism (though not wine) who made a number of visits over many weeks, thus building up a longer -
term exposure to, and experience of, wine tourism in the region. This offered a different less
comparative but longer term insight into the phenomenology of the experience.

Generally, mystery shopping is a rigidly structured process designed to offer commercial clients
precise and comparative information about servic e quality, and limiting the DO OUOEOUz Uw UUENI
views and personal characteristics within the service encounter (Hudson, Snaith, Miller, & Hudson,
2001; Morrison, Colman, & Preston, 1997). However, when used as an academic research tool it has
been applied much more loosely, with a focus on the experience rather than the supplier (Fountain &
Charters, 2010). In this study no set questions or quantitative criteria were required; rather feedback
on the total experience.

The informant
The informant was Head of Communications for a major tourism coordinating body in a mid -sized

city in the UK with twenty five years of strategic tourism experience, who was spending two months

on secondment in Dijon. She was a reasonably regular wine drinker who described herUl O wEUws OO0
xEUUPEUOEUOGawbOUI Ul UUI EwDOwpPDPOl ZOWEOCEWEOWEOE®aUPUwWOI
medium involvement with wine at the start of the research process. She therefore had expertise in one

aspect of wine tourism provision, but was e ssentially a novice in the other. This had the advantage of

enabling her to make expert judgements about how well wine producers and other wine -focused

operators offered the tourism aspect of their business, but at the same time she could view that offer

with the eye of a wine neophyte who was not socialised into the ways of wine (jargon, expectations,
UPDUUEOUwWI UEG ABww3iT 1T wUl UUOUwWPEVUWEWET UEDOI EwEUUws i Ul UT 7
its wine tourism business with a personal response to her experience, untainted by the
presuppositions that inform those (such as wine tourism academics!) who come with some knowledge

and often a high level of involvement.
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There can, of course, be problems with elite informants within qualitative rese arch (Marshall &

Rossman, 1989). While they offer precise and focused information, they may also come with

professional assumptions and presuppositions which can hide what non -professionals might

experience in the same situation. It is possible, also, tlat they may be hyper critical, as their

knowledge gives them higher expectations and less tolerance of weaknesses in service provision. In

Ul PUWEEUI Owi OP1 YI UOWEWEOOEDOEUDPOOWOI wUOi Tl wbOi OUOEOUZ
research (wine) together with regular debriefing by the researcher, who could probe and interrogate

OT1 wbOl OUOGEOUZUwUT UxOOUT UOwWT EYT wEOwI O1 01 O0wOi wUOUPEOT (
trustworthiness (Wallendorf & Belk, 1989).

Data collection
In keeping with the philosophical direction of this research, before visiting any attractions the

informant was asked to treat each visit as a normal and enjoyable activity. She made a number of
visits over eight separate days. Many of the visits covered a number of different activities, but table 1
shows the number of primary undertaking of each type, along with the number of subsidiary

offerings, which resulted from the primary goal of the organisation. (Thus, a tour of a vineyard could

be the main offer of a particular event, but a subsidiary aspect could be a tasting amidst the vines).
There were 16 visits in total, as well as some hours spent going around the two major wine towns of
the region, Beaune and Nuits-St-Georges. One of the visits was honrcommercial ¢ a walking tour in

the vineyards with a group who regularly organised rambles of this type.

Tourism | Vineyard | Domaine | Historic Tour | Shopping | Tasting Other
centre site/ attraction
museum
Primary 4 1 4 2 2 2 2
activity
Subsidiary 3 2 1 9
activity

Table 1:Analysis of visits

It was decided to make the visits by public transport. Although most tourists in the region probably
come with their own car, many do not, and adopting this approach would therefore enable an
understanding of the links between the wine tourism offer and the transport network.

During each visit, if relevant, the informant indicated an intention to take home a significant amount
of wine at the end of her stay in France as an indication of her seriousness. She had a fair (thougmot
fluent) level of spoken and written French, though she struggled sometimes with listening and
comprehension. During her visits she used a mix of French and English. Whilst this may seem a
limitation for data collection, it nevertheless reflects the t ypical situation of most Anglophone visitors

to the region.
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Analysis
The period of data collection totalled seven days spread over two months. The extended period

allowed the informant to be reflective about how the process developed, and also about her response
OOwi T Uwl Bx1T UPI OET UB ww%OUwl REOx Ol OwUT T wUEOOT Ewdi wUPpOw
something significant that she had not previously understood. Additionally, the informant regularly
talked about her experiences with the researcher, giving her interpretation of what she experienced
and engaging in a non-directive dialogue about its meaning. This resulted in a reflexive process
where data collection and analysis intertwined. The analysis informed how the data collection
developed subsequently and the later data collection fed into the emerging themes.

At the end of the process the informant produced a written report on her experience of wine tourism
in Burgundy. This combined an expert analysis of the type of provision and the serv ice quality which
underpinned it, together with a more personal reflection on her own response to the experience and
how her expectations and understanding had developed over time.

Following completion of the report, it was further analysed by the research er in the context of our
existing understanding of wine tourism, and of the consumer experience of it. This analysis required
a close examination of the report for emerging themes - categories which extended beyond the
answers to specific questions (Pattan, 1989). The recognition of these themes helped to order and
classify the basic characteristics of the experience (Denzin, 1989)The preliminary categories and ideas
were then left by the researcher for a period and later reevaluated in order to allow fo r multiple
perspectives which would refine the analysis and the interpretation of the data, adding yet further to
triangulation.

The qualitative nature of this research limits its generalisability ¢ and especially the fact that this is a
single rather thaO WE wOUOUD x Ol WwEEUI 6 wOOT wxl UUOOzUwlI Bx1 UDPI OET 8 ww
overarching and explanatory explanation either of wine tourism in Burgundy or of how consumers
respond to that provision. Rather it is a point of departure with indicato rs about what might exist; yet

those indicators are, in themselves, interesting as insights into what may happen more widely.

FINDINGS: THE PROVIS ION OF WINE TOURISM (- w3 "' $w" w3$w#z. 1

Orientation, itinerary and transport
There was a sense that the tourism dfer is only designed for high -involvement consumers; for those

sPDOwWUT 1 wOOOPzdww3l 1 wbOi OUOEOUWEOOEOUET EwUTl EQwl RxOOUD
is actually easy-b 1T 1 Owa OUwOOOPwi OPWEOEWOOET waOUwUOE laa)JddEOE wUT E
départemenof Burgundy. Nevertheless, often on tourism brochures, Dijon and other towns were not

xOEEl EwPOWEOOUI RUWOT w! UUT UBEAWEVUUOWNUUUOwWhOwWUT 1T weddUi RC
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which made initial orientation difficult. This failure to distinguish the viticultural from the
administrative, whilst unconsciously understood by political and tourism operators, is not necessarily
immediately apparent to a visitor.

A major hurdle encountered by the informant was that of working out how to reach chosen
destinations by public transport. She decided to visit Clos Vougeot (a major site of historical
significance to the wine industry). On the Clos Vougeot website there was no information about how
to get there by train or by bus. When she asked the Dijon Tourism Office they directed her to the
Dijon transport authority. The latter suggested that she should check with the regional transport
authority. This body gave some limited advice. Thus the informant arrived at a train station close to
Clos Vougeot, yet with no idea how to get to the Chateau itself and no signposts to show the way.
There was a lack of coordination between tourist office and varying transport authorities.

The informant arrived on foot at Clos Vougeot, and the visit took about one hour. She had planned to
spend the majority of the day there, which would have been far too long t presaging a substantially
wasted afternoon. There was no idea given of the time that a visit should take, to help visitors plan
their day better.

Opportunities for cross promotion
There are many opportunities for the wine tourism businesses in any region to cross promote one

another, so that other businesses could benefit. The visit to Clos Vougeot ended after one hour, and
the informant left directly to take the bus to Beaune. Wine tasting is not offered at the Clos yet there
was no brochure or advice about wine tasting venues in the locality (which do exist). Cross-
promotion with other local businesses would ensure that the visit or stays longer, spends more and
overall has a much more rounded experience of the town.

Similarly after an organised excursion with a tour company, the informant was dropped off in
Beaune, with no map and no information about what to visit there. Consequ ently, instead of
spending more money or visiting a négociant she just went to the nearest cafe and then returned to
Dijon.

There also seemed to be a silo mentality in each administrative centre. Towns, for instance, refuse to
promote each other for the benefit of the wider region. Explaining what there is to enjoy in Beaune
would be another way to encourage visitors to stay longer in Dijon. Yet there was no information
about the rest of the region on the online website for Dijon. Only when asked for br ochures did the
Dijon tourism office find them from behind the counter, and there were no maps or posters
advertising what could be done outside the city. This would have underlined the role of Dijon could

have as an excellent touring base.
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Similarly, events and festivals appear to be promoted in isolation. Whenever the informant made
YoUPOUWUOOwWUOPOUWOOWUT T wspPbOI wUOUUIT zOwWUT T wPEUWOOUOwWOI |
by the local tourism office. For example, on a day she visited Beaune,it was the day of the féte de la
musique(music festival), which had the potential to enrich the whole visitor experience and add to a

day of wine tasting. Yet the tourist information staff did not mention this, so she left before the

festival and did not spend any more money there.

FINDINGS: THE EXPERI ENCE OF WINE TOURISM ( - w3 "' $w" w3$w#z. 1

Problems of choice and information
From the outset of this project, what became apparent to the informant, was the overwhelming choice

of information on offer withres x I EQwUOwpP DOl wOOUUPUOwWx OEET UwUOwYPUBUOW
Ol 1T wilEEOPT T UUZwWEOCEWI EEWOOWPET Ewbi 1 Ul wUOOWET 1 POG ww3T I
but, without guidance, which was not readily available where does one begin to discover the wine

tourism product on offer? Yet whilst a great deal of literature had been produced, there was only

information about three, main, organised wine tours online on the official website for Dijon.

By asking more specifically at the Dijon tourism office for detailed information on wine tourism

activities, the informant was offered a brochure entitted En Route Vers Le Bourgognewa printed

guidebook (only available behind the counter of the tourism office when requested) - to the cellars and

vineyards in Burgundy. Whilst this booklet is comprehensive and does include map references, she

UT1 Owil OOwEwWUI OUT woil wsbOI OUOEUDOOWOYI UOOEEZOwWUIT 1 Ul wt
result was that the informant felt that she was forced s UOWE QWE wOO U woi wEDT 1 DOT z wEODE u
at the tourism office to find out what else there was to see and do in Dijon and Burgundy in

connection to wine. She had already been requested by the researcher to include a trip to Beaune in

her programme, but commented that otherwise she would not have known that this was a

worthwhile destination and easy to visit from Dijon!

Where information was offered, it was not easy for the informant to understand how to act on the

advice. For example, the websUl wbDOYDPUI EwUT T wOOUUPUUwWUOwWsSETI O1 I POwi UO
UEUUDPOT Owx Ul Ul 001 EwEAWEOwWI RxT UUwi UOOwWUT T wi UOEUT WEOW/ (
through to the website for Pouilly, to show a map of where it is located, or to e xplain how you would

action this if you were interested. There seemed to be too much work involved to take this

opportunity further, so it was lost.

The welcome
There were some friendly and helpful staff, for example, in two of the tourist offices. Howeve r, the
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Il UUEEODUT O OUUw( wYPUDPUI Ew( wE PERIDOwWPIIEOwUEWYHVEB &z ®
course, is a fundamental failing in any touri sm offer. She then frequently encountered someone on
reception who showed frustration at her lack of understanding as to what her visit was going to entail.
'aw0l PUWUUET Tl ws OQawYPUPUWEOGEwWI Rx1 UPI OETl whPEUWEOUI EEa w(
ECEWUEUUDPOT wbi Ul wbl OOWET OPYT Ul Ez83ww3T UUwWwOOT wYPUPUwPRI
tasting with a range of interesting wines was preceded by an impatient receptionist who gave the
impression that she was a nuisancet and indeed, two other Chinese visitors who arrived at the same
time left without continuing, apparently because they have been given the same sense.
The most astonishing story recounted by the informant relates to her visit to a tourism office in one of
the villages onthe Cotedz . U8 ww3 1T 1 wbOi OUOEOUwWI OUI Ul EOWEQOEWPEUwWOOU w!
EI T POEwWUT 1 wEOUOUT UB ww2B 1T wwdl 7 B0 i OWE wEWOEBWs 38w BYDOOI
Exville?). The staff member replied (without lifting her head from the count | UAws POw Oz wa wEwUDI
$RYPOOI 8zwp3T i Ul wubUwdOOUT POT wOOWEOwWDOWSRYDOOI n A
(UzU0wOT 1T wiRx1 UPT OET wUOTl EOWEOGUOUOU

OwolOl wxOPOUwWPOwWT 1 UwUl xOUOwOOwWI T Uwl BxT UDI OET wUOIT T wbOli
be a big disconnect between how wine tourism businesses wanted visitors to behave and respond and
OTTwiRxl EUVEUPOOUWO! wOT T wpDOl wlOOUUPUOwWYPUPUOUZSww3T BDUL
tourism in many parts of the world, and particularly, it would seem, in Burgundy. She noted that
s P Inbn holiday, the majority of us want to have some fun, meet nice people, learn something new
ECEwl i Ol UEOOCawil EYI wEwWT OOEwWUPOl z8ww6eT ECwPUwWUT T UIT OUI u
This is, of course, well understood by academics; disappointingly in many cases it was the experience
of our informant that tourism providers were unaware of it. Her perception was that there were two
problems on this count. First there was some complacency about the product on offer (an assumption
UT EQws AP B QiBl UOWEOE wPT WEOOZ UWEEUT wbi waOUwWEOOz UwbdDPO
a holistic approach to the whole visitor experience/journey.
In part this was an element of failures at the point of welcome, noted above. Yet on many occasions
even the substance of the visit left something to be desired. She went to one wellknown négociant on
an organised tour of the cellars. She was impressed by the physical environment of thecavesyet the
TUPET wUI EOUOUIT Ews x E U U (atibusi oEBUguddy Wvipey With little in®réiction &ith x 1 O
the audience and no sense that she had to engage with the visitors, find out what they wanted, or give
them more than mere education. The visit should have been about the experience, and was just seen
EUWEWPEA WOl wxEUUDOT wOOwWHhOI OUOEUPOOOWEBEwWUT T wYPUPUws O

also seemed that the staff felt that way about it as well.
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Ultimately, only one of the six visits made by the informant to a domaine selling wine turn ed out to be

wholly satisfactory ¢ in the most surprising of circumstances. This was at a small producer where she

PEUwPI OEOOI EwEawUT 1T wil OEOI wOPOI UOwbPT OWEOUOEwWOOUwWUXI E

PEUOZ WEQOEWEDPEWEOOwWUIT 1 wsiple) BréhanlU She 16 6ed s1ddybdnd d how Bh@ w

worked in the vines { crucially it was a conversation, and not a prepared script. There was no sense

that the informant was intruding or wasting the Y BT O1 Utiéé OThig Was the only time, in two

months of visits, that the informant actually purchased a bottle of wine directly.
s(OwoOUI T UWEEYT Uw( wEPEwWOOUwWI 11 OwPOEOPOI EwUOWEUA O
PDOI WEUUWOEDOOawEI EEUUIT w( wEDE Oz Unud gave Devinab EUOUT wOU
OOUUB ww( wWEOUOWEDPEOZzZ Uwi OEOUOUI UwEDaOD! wbl OwUUDPI EwC

WOEUT 1 wx EUOwWOl wUil 0O0PpOT wbPhUWEEOUUOwWOPUUI OPOT WEOE w( w

CONCLUSION

This study is interesting not because it provides a comprehensive or generalisable exposition of how

PDOIl wOOUUPUOWOxT UEUI UwPOwUIT T w" GUI wEz. UOWEUUWET EEVUUIT w
tourism activities + and that response is from someone well-versed in tourism but a novice in wine,

indeed, perhaps somewhat apprehensive about having to engage with the process of being a wine
OOUUPUUBww (OET T EOwPUWOEAWETl wUOT E0wPUwPUwWwUTI EODwWwOEEQWO
experiences worse; her uncertainty was interpreted as reflecting a lack of interest (which was not the

case) and therefore someone who would buy little, and was consequently of no value to the business.

This, of course, fails to grasp the wider purpose of wine tourism, reducing it merely to the sale of

more bottles rather than the growth of brand equity of the support of the territorial brand of

Burgundy and burgundy wines (Charters & Menival, 2011).

Much of what the informant felt has already been explored in the existing academic literature about

the experience of wine tourism. Thus the significance of the welcome (Roberts and Sparks, 2006), the

need not to feel as though one is on a conveyor belt and the desire for a story to bind the visitor to the

provider (Charters, Fountain and Fish, 2009) are all reinforced. What has also been underlined,

however, is the uncertainty felt by a novice in a field (such as wine t though it could equally be art,

architecture, history or music) where expertise can be very evidently displayed and where knowledge

may be used as a means of eXading those who are not in the know (and, by extension, to isolate

those who may be perceived to be apparently less economically relevant to the business).

Ol YI OUwhUwdOOUwWUT OUTT OwbpOUUT awdi wi RxOEOEUPOOS ww3 Tl EVWE U
may suggest) automatically involve a tour of a castle. Basic information that covers everything
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needed (how to get there and away, how long you may want to stay there, what else you can do while
you are in the area) remains essential to the tourism experience. Managing visitor expectations is also
the key to dispelling some of the frustrations of tourism staff, who clearly feel exasperated at tim es
with the questions that visitors ask on arrival.
YT UEOOOwWPOwpPT EQwUT 1 wbOi OUOEOUWI Rx1 UDI OEI EOwUT 1 Ul whE
come and taste the wine then all will be well (because, naturally, as this is Burgundy the wine must b e
I BRET OO01 OUAzGww3T 1 wgUEOPUa woOl wlOT 1T wi OTETT Ol O0wpPUT wx1 Ox
did this seem to be grasped.
The lack of crosspromotion of events is also a major drawback for the wine tourism industry because
events and festf EOUWEUT wEwWOI awEUDY!I UwoOl wYPUPUOUUWEOEwWI OUPET wl
OTT Ul wbUWUOWEOWPOWUT 1T wEUI E wdnevdriués Uffa dlestDationEvduld gt OQwE T UUE
visitors more reasons to visit and to repeat visit in the future. Yet this seems rarely understood, both
at individual attractions and at the level of public institutions.
Despite all these criticisms, the informant concluded that there remains a huge potential to increase
income from wine tourism in Burgundy, and to support its territorial brand. Certainly, to achieve this
some key changes and recommendations need to be made and further (and more generalisable)
research must be conducted into the whole visitor experience and journey in the region. Key is to

remember that it is indeed the experience that counts (and not just the product). Capitalising on this

offers a substantial opportunity which the wine tourism sector in Burgundy could exploit to the full.
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ABSTRACT

The wine business is characterized by it strong complexity (Orth & Lockshin, 2007) and by
innovation can be considered as a tool for maintaining competitive advantage and achieve
growth (Chen, 2006) as well as a way to overcome market crisis (Naidoo, 2010). The aim of the
paper is to investigate the relationship between marketing innovation and orientation to
sustainability in the wine supply chain: a sample of 280 wineries in Apulia region (in southern
Italy) was analyzed by means of an on line survey. 204 were the respondents. A correlaion
analysis - Pearson's Correlation matrix - was performed in order to highlight significant

relationships between the selected variables.

Keywords: marketing innovation, green orientation, sustainability, wine, Apulia region

INTRODUCTION: OBJECT IVES AN D RESEARCH QUESTION

The competitive dynamics in the wine market are complex (Orth & Lockshin, 2007): the landscape has

can be considered as a tool for maintaining competitive advantage and achieve growth (Chen, 2006) as

well as a strategy to overcome market crisis (Naidoo, 2010). Businesses are recognizing the need to
EEQUPUI wOOUI wi OYPUOOOI OUEOCOawi i1 PEPI O0wUOI ET 60001 P1 UO
U T w?2T Ul l 02 wEOGOUUOI UattedrEod) consumieruptrdhasing) andyCirond prddusts that

EUI wEOOUDPEI Ul EwUOWETI wEEOET POT wUOOwWUT T wi OYPUOOOI OUwE
(Ristovska, 2010). The issue of sustainability both in primary production processes (grapes growing)
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and in its transformation (wine-OE OB OT AwPUWUEODPOT wEWET OUUEOwWUOOT wbOwobx
choices, because of the increasing concerns about the environment, ecological consequences, and the
efficient use of natural renewable resources as reflected in public opinion and in consumers
perceptions.
The study was designed to answer the following research question: are innovative marketing choices
affected by the propensity for sustainability? The following hypotheses were generated:
Hpl marketing innovatin in the wine supply chain is positively affected by the sustainability
orientation
Hp2 new technologies (sustainable oriented) affect positively wineries in penetrating new market segments
Specifically, the paper investigates the relationship between orientation to sustainability and green

marketing innovations in the wine supply chain (see table 1) in Apulia region, in southern ltaly.

Process (grapes) |

/\ Processing

Cultivation

_ . Sale Transfer to
Collection conferme the cellar
| Processing |

‘ Processed product (WINE) ‘

| Bulk | | Bottling |
Distribution | }

y l r
Commercialization | Consumntion |

Wholesa

LOD logistic

i

Catering

Fig 1. A supply chain model for the wine sector. Source: Conto et al., 2011

Table 1 represents a model of supgy chain in the wine sector with a scheme of vertical supply chain
relationships, as a part of horizontal relations with the socio -economic area where the chain is located.
By means of Survey Monkey - online survey software, a survey was submitted to a sample of 280
wineries, extracted from the population of companies participating at IPFs (Integrated Project of Food
chain). Data analysis has been performed by using SPSS software. A correlation analysis Pearson's
Correlation matrix - was performed in order to highlight significant relationships between the
variables selected. A cluster analysis was carried out for the grouping of the wineries. We expected to

find a positive correlation between orientation to sustainability and marketing innovations, which
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might indicate a need for SMEs in the wine sector to transition into a more green oriented business

model in order to sustain their market competitiveness. The paper contributes to the burgeoning field

evaluating relationships between green marketing and competitive strategy and provides insights

PPDUT wUI UxT E0wU0OwWUT T wul OEUPOOUT DxUwWEI UpI 1 OwbOOOYEUDOO
for further research. The paper is structured as follows: in the first part an overview of background

research onmarketing innovation and business sustainability orientation in wine sector is provided;

secondly, the methodology is presented. Next, an exploratory and qualitative case study of the

Apulia region, Southern Italy, is discussed. A conclusion and implicati ons section follows data

analysis.

LITERATURE REVIEW

Orientation to sustainability

There has been an emerging conventional consensus that present patterns of consumption are
unsustainable as growing demand for natural resources faces a finite and diminishi ng supply. The
body of scientific research increasingly recognizes a range of ecological challenges, including climate
change, depletion of natural resources, overpopulation and air pollution, among others (Krausmann
et al., 2009; Oreskes, 2007; Vlek & Stg 2007). According to Gaillard and Nemecek (2009) agriculture
and food production are one of the principal responsible for environmental impacts and natural
resources. Actually there are several environmental related pressures generated by governments and
environmental groups associated with existing product supply chains, and the major challenges and
driving forces to improve the sustainability of supply chains. In this context it is preferable to
implement a farm management system which combines carbon capture and emissions reduction
considering several farming activities including grazing and fertilizing, tillage, crops alternation,
harvesting Khan and Hanjra (2009). Sustainability has become a key issue for the Italian wine
industry. A variety of system s, methodologies and tools are being implemented, for a variety of
reasons and with different objectives. In the framework of V.I.V.A. (Evaluation of wine production
environmental impact) project, launched by the lItalian Ministry for the Environment in 201 1 new
methodology was developed to assess the environmental impact in order to improve the Italian wine
economic, and social). Businesses are recogning the need to acquire more environmentally efficient
Ul ET OO001 Pl UOWEOEwWUI EVUET wPEUUI WECEwWxOOOUUPOOOWEUwWs UT 1
pattern of consumer purchasing, away from products that are considered to be damaging to the
of driving forces for businesses to coordinate supply chain sustainability: (i) internal drivers such as
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cost reductions and corporate social responsibility; (ii) market drivers such as consumer demand; (iii)

legal drivers, including current and anticipated future regulations. Some of the potential business

benefits of sustainability related actions are difficult to quantify because they address less tangible

elements such as reputation and risk avoidance, or to future circumstances related to resource

availability, commodity prices and regulations (Caniato et al., 2012). Mechanisms applied by retailers

to drive environmental improvement across product supply chai ns include: product certification;

environmental criteria for suppliers; dissemination of better management practices across suppliers;

promoting eco -labelled products; eco design; application or subsidization of clean technologies; local

or regional sourcing; optimization of logistics (Caniato et al., 2012; Styles et al.,). The effectiveness of

different mechanisms varies across product groups and according to specific implementation.

Detailed information on the economic implications of supply chain impro vement mechanisms is

lacking, although some references refer to product certification costs. Managing environmental issues

is becoming a critical element of strategic planning. Less well known is whether or not managing

environmental issues represents a pdential or even beneficial entrepreneurial response in pursuit of

either a low-cost or a differentiation position, essential to attaining a competitive advantage in a

context in which the consumers re more and more oriented to sustainability (Atkin et al., 2006). The

TUIl OWEOBUUOI UzUwWEUaAaPOT wETI T EYPOUWDPUWOOT wUIl E0wbhUwOOU
DOI OUI OEl EwEawUUUOOT Owd B bEED OAWEMY B >0 00 EGAEOWINOE OUIT UL
sT UIT OzwEOOUUOI UwE OOU D hdy dre puketasirg will, th edoduinption, Uedut thia U w U
xOUPUDPYI wOUwWOI T EUDYI wsl EOOOT PEEOQWEOOUI gU1 OETl zwUOwUOT 1 u

Marketing innovation

The issue of innovation is widely studied in the literature: several aspects have been explored with
different approaches. The studies by Garcia & Calantone (2002) provide an comprehensive overview
of the issue and propose a wide number of definitions; some authors distinguish the concept of
innovation with categorizations based on different paramet ers (radical/incremental, product/process)
(Wang et al., 2005) and highlight the various possible methods of measurement and observation of the
innovation process (Van de Ven et al. 1989) through a multitude of variables (Wang et al., 2005). The
concept of marketing innovations as a process that allows a company to achieve a competitive
advantage in connection with its target market and the penetration of new markets (market
innovation, Johne and Davies, 2000; Halpern, 2010: 1312) is the focus of this paperThis is an
underdeveloped area of research that is not well explored in the innovation related literature (Chen,
2006; Augusto & Coelho, 2009), to be analyzed in this paper. The distinction between market and
marketing innovation should be noted: referr DOT WUOOwWUT T wi DPUUUWOOI OQwUT 1T wi GEUU
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OUPI OUEUPOOWEOOUPE]T Ul EWEUWOEOETIT Ol OUzZUWEEPOPUaAawWUOwWUO
potentially can drive the product development process. The implementation and development of
innovativ e processes for marketing has been identified, according to some authors (Grewal &
Tansuhaj, 2001) as an incremental trend that will improve the quality of service levels for the
consumer (Dosi, 1982, Henderson and Clark, 1990). In the literature, there ae studies about the
conditions that foster marketing innovation such as the size and location of the firm (Chen, 2006), as
well as researches that highlight the relationship between the competitive advantage obtaining and
marketing orientation (that affect s positively marketing innovation), (see O'Cass Among the others
and Viet Ngo, 2011 Naidoo, 2010) and studies showing the relationship between market orientation
and firm's performance (Hult & Ketchen, 2001). These issues identified by prior research raise a
question regarding the determinants of marketing innovation in the wine industry: specifically,
what is the role of innovation for small and medium -sized wineries seeking to obtain competitive
advantage and what drives it? Some researchers suggest hiat for many wineries the growth and
market positioning are more affected by innovation than by physical factors (Voelpel et al., 2006). The
wine industry characteristics have to be carefully evaluated because they can constrain marketing
innovation, since it is affected by the competitive dynamics of the sector (Malerba, 2007). If the
innovation process in marketing management is assumed to be as a component of the larger process
of innovation, it can also be considered in terms of innovation in primary ag ricultural production (see
among the others the works by Garcia-Martinez and Briz, 2000; Grunert et al., 1997). In the wine
industry the possibilities of innovation in terms of new varieties are subject to stringent legal
restrictions concerning the regulations of origin designation: the innovative mechanism in the wine
industry is not straightforward, even if the continuous and intense changes in consumption and
consumer behavior, which feed the competitive dynamics on a global scale, increase the need for
product differentiation and optimization of production processes (Jennings and Wood, 1994). In this
context, marketing innovation can assist in the formulation of differentiation strategies: some studies

(Santini et al., 2007) highlight the influence that 0T 1 wbD OOOYEUDYI wEx x UOEET wi EVUwOOw
POxUOYI wOI T wUIT UYPET woOl YI OwbDOwOoOI 1 UPOT wUOT 1T wEOOUUODI Uz
marketing innovation in the wine sector explored in the literature, there is the role for location in the

oril OUEUPOOWUOWDOOOYEUDPOOwWwpa&POPOUOA Wl UDWEOB w! YYWAOWUT 1T w
(see the study on packaging by Atkin et al., 2006; Marin et al. 2007) and the influence that business

networks can give in adopting an innovative behavior ( Giuliani et al., 2008; Giuliani and Arza, 2009).

Other than the cited study researches, there is a gap in the literature regarding the relationship

between orientation to sustainability and marketing innovations
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METHODS

This paper is an exploratory research (Selltiz et al., 1976) as it seeks to provide insight in the wine
sector and to explore the relationships between green marketing and competitive strategy as well as
suggestions for further analysis and research. The exploratory nature requires researclers to deal with
a hybrid research designs (Harrigan, 1983). The research design has been structured to track the
principles by eminent scholars (Eisenhardt, 1989; Eisenhardt and Graebner, 2007). Firstly, we
provided evidences and insights for defining and listing variables to investigate. After that, we
structured the survey, previously testing it by means a pre -validation step with 25 selected
respondents. The questionnaire was structured with 36 questions, some of these were built with
binary options, some others were developed to scaling responses; for these latter questions seven
Likert Scales items have been adopted.We used the following Likert rating scales (Allen & Seaman,
2007: strongly disagree; disagree; slightly disagree; neither agree nor disagree; agree;slightly agree;
strongly agree.
Employing Survey Monkey software, a web based survey (see among others, Gilinsky et al., 2008) has
been submitted to a random sample of 280 wineries, extracted from the population of companies
involved in 3 IPFs (Integrated Project of Food chain) in wine sector. The IPFs wineries are located in a
Southern ltaly region, Apulia that is a region with a very long history and tradition as a wine
producer (Conto et al., 2011). Consequently, we interviewed representative wineries in order to
provide suggestions and insights. The data collection was carried out during the period September -
-OYI OEl Uwl Yht w ws Ul EEOOwWUUUYI azwUUI xwpPEUwx1 Ul OUODI EwE
204 responses have been collected Data analysis has been performed by using SPSS software.
Within this research framework, it is hypothesized that wineries with a marketing innovations
approach are oriented toward sustainability. In order to investigate the research questions, we
seleded variables (in a dummy variable format and in a Likert Scale format) as proxies to be used to
evaluate the relationship between innovative marketing choices and the propensity for sustainability.
From the 36 questions, we selected 11 questions relateda our 2 research areas; then, we selected the
related variables that are as follows:
1. Marketing innovations choices (Naidoo, 2010):

- NewMark= New Marketing Approach ¢t Likert rating scale variable

- NewTecrn= New technologies for reaching new market segments - Likert rating scale variable

- R&D = Research and Development Areat dummy variable

- WhWinTec= White Wine Technology ¢ dummy variable
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- RedWinTe= Red Wine Technologyt dummy variable
2. Orientation to sustainability (Landers & Chandra, 2012);

- EnvRes = Environment Respect- Likert rating scale variable

- GreenAct= Green Activities Promotion - Likert rating scale variable

- OrgCer= Organic Certification + dummy variable

- SustPrae Sustainable Practices dummy variable

- GIS_IT=GIS and ITt dummy variable
The seleded variables are consistent with the research objectives of this study. A correlation analysis
was performed in order to highlight significant relationships between the variables selected. Pearson's
correlation coefficient (r) was calculated to measure the strength of the association between the
selected variables. Thecorrelation coefficient formula is specified as follows:

ZX},_Z“;EY

r=

o : @
J(fo - (ZNX) - (2; %)

This study is not investigating the issue of spurious correlations as it lacks control variables.

FINDINGS

The correlation matrix in below table (see Table 2) shows Pearson's Correlation values among
different variables. As said, the selected variables were splitted into two groups: the first group gives
evidence of the firm approach to marketing innovation (in columns); the se cond group of selected

variables represents as a proxy for a green approach of firms (in rows).

Green Var NewMark NewTecn R&D WhWinTe RedWinTe

EnvRes +0.240 +0.313 +0.303 -0.221 -0.203
*k%k *k%k *k%k *% *%

GreenAct +0.143 +0.114 +0.053 +0.014 +0.043
*%

SustPrac +0.359 +0.493 +0.470 -0.226 -0.211
*%k% *%x% *%k%k *% *%

OrgCer -0.263 -0.289 -0.308 +0.196 +0.151

*kk
GIS_IT +0.119 +0.071 +0.104 -0.081 +0.005

Tab. 2- Pearson's Correlation values between marketing innovation variables and Orientatio n to
sustainability variables

*** gignificant at 99%; ** significant at 95%; *significant at 90%
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As you can see, results show the most variables are significant at the 0.01 level (Railed) so

corroboring our initial hypothesis.

DISCUSSION

Findings, regarding the significance of the research design, confirm our working hypotheses and are
supported by theoretical implications. As expected, the highest correlation (0.470) can be found
between the presence of the Research & Development areaR&D) and the adoption of sustainable
practices (SustPrag in the firm strategies. Indeed, wineries with a R&D area are sure conscientious and
skilled of new environmental challenges and issue and of trends related to consumer preferences with
an increasing attention for ethically correct consumption in terms of environment respect. It might
induce firms to develop process and production innovations primarily through sustainable
agricultural and winemaking practices, such as efficient use of water for irrigation operations and for
production processes.
The positive correlation between the following variables;

B w?-1 b, EUO? WEOEW?2$OY11 U? wepyYd!l KYAOuw
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It highlights how orientation to sustainability is taking a central and crucial role in the operational and
strategic choices of wineries, in public opinion and in consumers perception.

The environment respect can be interpreted as a driver of change in the way firms connect strategies
to market: it becomes an ecaomic need for the wineries as well as a moral obligation, because this
approach allows to optimize operating costs and to increase the company's reputation. In this sense,
environmental respect can be understood as factor affecting the innovative marketing approach. The
promotion of green activities within the company raises awareness in the importance of adopting an
innovative approach (environment friendly) by using a marketing approach aimed to environmental
protection and food safety of the consumer. Consistent with the first two correlations, the adoption of
sustainable agricultural and industrial technologies and practices can take the role of real distinctive
communication lever towards the final consumer, useful to penetrate in different market segm ents
(especially upper segments). The application of new technologies in order to reach new market

segments, is related to an environmentally friendly approach as reflected in the high level of

significance and the positive correlation between the variableUw ? -1 P31 EQ2 Ow 22000/
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are becoming marketing innovation tools that in turn enables firms to penetrate new market segments
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in order to sustain their competi tiveness for SMEs in the wine sector. A negative correlation between

OT 1T wi O0x00adl OUwOI wdOl pwUI ET 66001 Pl UWEOEwW?. UT EOPEwW" 1 U0
to the use of traditional and conservative agricultural practices of Italian firms that res ist the adoption

of new technologies. So, it could be argued that orientation to sustainability is shifting manufacturers

to a strategy which remains rooted to the old farmer traditions (negative correlation with organic) and

leads to more technology-based sustainable innovation. The use of GIS and IT technologies can be

functional in order to monitor the production cycle, energy efficiency, quality certification of products

and cycles, and the land protection. The innovative techniques for obtaining white wines are
xEUUPEUOEUOGaw xOPI Ui UOwWwEUwW UT OPUwW UT1T woOITEUDPYI wEOUUI O
261 6 D031 »-akiry Bvithi the reduction of oxygen, selective cryoextraction and the relative

stabilization are in fact techniques that require high energy levels. The same observations could be

OEEI wEI Ul UwUIl YPI PBOT wUOT I wUl UUOUUWOEUVUEDPOI Ewi UOOwWUIT T wE
for the health of the grape, the optimization of grapes processing, it is necessary monitoring and

checking the cleaning and sanitizing process.

LIMITATION

The limitations of the paper relate to its exploratory nature. Further empirical research is needed to

test and validate the essentially preliminary framework developed and the assumptions made for the

purpose of the current study. Some limitations can be highlighted; firstly the relative small sample

constrained the application of some statistical procedures (e.g., PCA procedure). Secondly, the

variables selected are not exhaustive and represent only a proxy thatwas i E1 UUEUa wi OUwUT DU w
objectives; Finally, the number of the chosen variables does not provide a sum total of marketing

innovation approaches and of the green orientation of the firms participating in the wine sector.

Furthermore, the surveyed wineries were organizations that are affiliated with the IPFs. Considering

the nature and characteristics of some of these projects, the participating firms might have developed

innovative and green approach that is not successfully implemented.

FURTHER STEPS

This exploratory research is ongoing and its findings are far from being final. The current study rather
represents a starting point. Further research and analysis in order to corroborate our hypothesis is
necessary. The sample of companies could be expandechumerically, but also geographically (e.g., to
include firms from other regions of Southern Italy) or could be expanded to include firms and

wineries not participating in IPFs. Other variables could be included regarding the analysis of
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marketing innovatio n approach and a green orientation. Specifically, secondary data that is available
through research and official statistics could also be included in order to make the current study more

inclusive and robust.

MANAGEMENT IMPLICATI  ON

Nurturing sustainabil ity of the wine sector with new technologies combined with innovations in the
products marketing can be considered as effective strategy to meet concerns and needs of base
consumer and to penetrate new market segments in order to refine product and brand i mage, to
EI YI OOxwWEQEwW Ol I xwi DUOzUwEOOxI UPUDYI wEEDODPUDPI Uw EQOEO
incorporate these strategies with sustainable and 'green' practices. As some scholars suggested
(Mishra and Sharma 2012), the "green marketing concept” ains at sustainable marketing and socially
responsible products (non-toxic and environmentally friendly); it has becoming an important driver

for management and for matching profitability and sustainability issues. Overall, the environmentally
efficient technologies have an influence on innovative marketing choices because of the increasing
importance of concerns regarding the environment and the efficient use of natural renewable
resources in public opinion and in consumers perception. A critical success factor for the wineries
becomes the ability to communicate, to their target market, their degree of environmental respect.

Further research is clearly necessary to test and refine these findings.

REFERENCES

AA.VV. (2007). Apulia, Wine Culture and InformationVol. 13, No 51, April 2007 available at:
http://www.diwinetaste.com/dwt/en2007042.php

001 OOwW$ OEDPOT WEOEW21 ECEOOW" T UPUUOXT 1 Uwepl YYAAB w? +@01 UOwW2EEO]
Annunziata, A., Borrelli, I. P., Misso, R., & Regazzi, D. (2011)."Innovation, quality and marketing manager in the
food industry ", Italian Journal of Agronomy, (&UPPL. 2), 6066.

UOPOOW3EOWKEUEPEOWLI 8 OWEDE W+ OEOUT POOwW+8 wepl YYt AOw? wOUOUDOE!

b 6 0 OV E Auti@lésiardarketing Journal (AMJ)Vol.14, No.2, pp.17-33.
UT 0UU0OOwW, 8 OWEDOEW" O1 O OO wWw%d wptoyhg-NAKIdpoducts ExplbridgutidU b1 OUEUDPOOWE D

OCOEIT UEUDPOT wi T T TEOUWOTl wbOOOYEUDYIT O1 UUO wEIGDstribl UMarkety 1 wUOUT O1 U1 «
ManagementVol. 38 No. 1, pp. 94108

Bouma, J., van Altvorst, A. C., Eweg, R., Smeets, P. J. A. M., & van Latesteijn, H. C. (201I)he role of knowledge
when studying innovation and the associated wicked sustainability problems in agriculture

Caniato, %86 Ow" EUPEPOwW, 6 0w" UPxxEOQw+8 Owd w, OUI UUOOwW Bwpl Yhl ABw?$OYH
EQwl Bx OOUE UOUa wE Bribnatiénal (buriatot protlktisrleEcshom3as (2), 659670.

"T T OOw8 8 wepl YYt A8 w? ,Jeuhadf Eténbniics ® Pabadydntertt BtaSgpO)uL01123.

Conto F., Fiore M., La Sala P. (2013). The Wine Chain in Puglia: a cluster analysis, Journal of Agricultural science

and Technology, 3(10), pp. 696716 ISSN 19391250

Contemporary Trends and Perspectives in 129 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

Conto, F., La Sala, P. and Papapie® Ow/ 6 wopl YhAOwW? 31T 1 wbhbDOl wi OOEWETI EPOwWPOwWw xUOP
Economia AgreAlimentarg Vol. 3, pp.426-499.

Corbo, C., Lamastra, L., Capri, E. (2014). From Environmental to Sustainability Programs: A Review of
Sustainability Initiatives in the It alian Wine Sector. Sustainability, 6, 21332159.

das Chagas Oliveira, F., Calle Collado, A., & Carvalho Leite, L. F. (2012). Peasant innovations and the search for
sustainability: The case of carnaubais territory in piaui state, brazil. Journal of Sustairtsle Agriculture, 3§5), 523
544,

#OUPOwW&B wphuNWI AOw?31 ET 60001 PEEOQWXxEUEEDT OUWEOEwWUT ET OOOOT PEE(
Eisenhardt, K. M. 1QWN A Ow? ! UDOEDOT wUI 1 OUDI WBeadethpdodmaBdgdientgwBibE B4NalT Ul EUET 2
4, pp. 532550.

$PUI Ol EUEUOwW* dw, S OWEOEW&UET EOIl UOw, Sw$Sdwpl YYAAOW?3T 1 OUAWEUD(
Academy of management journgbol. 50 No. 1, pp. 2532.

Gaillard, G., Nemecek, T. (2009), 6th International conference on Ica in the agrifood sector. The International
Journal of Life Cycle Assessment, 14, 68%689.

&QEUEPEOwW, EVUUDPOI 40w, OWEOEwW! UP4 Ow) 8§ HWIDYYYudEE]idrE@dxawD O O wb O w!
Food and Agribusiness Management Revigsl. 3 No. 2, pp. 155176.

&QEUEPEOW18 OWEBEW" EOEQUOOTI Owldwp!l YY! AOQw? WEUDPUPEEOWOOOOWE U wl
U1l UODOOOOT a6 wE wdobrbdofpeodiitt hhovatibh Madagermeal 19 No. 2, pp. 110132.

Georgiou, T., & Vrontis, D. (2013). Wine sector development: A conceptual framework toward succession

effectiveness in family wineries. Journal of Transnational ManagemeiB(4), 246272.

Georgiou, T., & Vrontis, D. (2014). Erratum to wine sector development: A conceptual framework toward
succession effectiveness in family wineries, Journal of Transnational Manageme®(1), 134.

Gilinsky, A., Santini, C., Lazzeretti, L., and Eyler, R. 200UAOQw? #1 Ux1 UEUOT OawUl 1 OPOT wUI Ul OEDxF

Vol. 20 No. 4, pp. 302320.

&PUOPEOPOWSBOwWdw UAEOWS 8 wol sy WKW B @ 1EAnogsiymnkdgdapmmdighteul OUOEUD OO
i UOOWUT I wpb b GésearOMDIGWOD 8BaND. 6, yp. 906921.

&PDUOPEOPOWS$EOwW, OUUPUOOOW 80w/ Pi DUOGETI OOPOwW" BOWEOEWLEETI 00000
An analysisofthil wb B 01T wUl ECOUwP Odw" I B OkofdarzofelCaT: Rrogetto Aletouite OE w( UE Oa z Oww
&UI PEOOW1IB8OWEOEW3IEOQOUUT ENOw/ Bwpl YYNAOW?! UPOEDOT wOUT EOPAEUDO

Grunert, K. G., Harmsen, H., Meulenberg, M., Kuiper, E., Ottowitz, T., Declerck, F., ... and Goransson, G. (1997)A
framework for analysing innovation in the food seqppr,1-37, Springer US.

"EOx1 UOOw- & keting Mroya#wo Sdurces, dapabilities and consequences at airports in Europe's
x1 UDbxT1 1 UHdmeEdd AirH tans@iManagemeriol. 16 No. 2, pp. 5258.

Ui ET OOO0OT 1 UWEOE wWUT 1T wi BAdMStaiveisbiened quatidefpOEB0.T 1| Ewi PUOU2 Ow

Hult, G. T. M., and Ketchen, D. J. (2001), Does market orientation matter?: A test of the relationship between

x OUDUDPOOEOWEE Y E OU E StratedgicOninagement jadrigaboE £28Nb. 9, Ppus9s906.

Loubére L.A. (1978), The Red and the White: The Histay of Wine in France and Italy in the nineteenth century,

State University of New York.

I OOPOT UOw# B8 OWEOEWE OOEOW" 8 wphuNNKAOwW? 6 DOI o whdtiatdhaNieuthbhl wE OO x 1 Uf
of Wine Marketing VVol. 6 No. 1, pp. 4961.

Contemporary Trends and Perspectives in 130 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

Johne, AEQE W#EVYDI UOw1d wepl YY Y ADBER( BB EWIPEMEL DUDELD -EABD Uo wi Ob wOE L
International Journal of Bank Marketin/ol. 18 No. 1, pp. 614.

*TEOOwW28 0w’ EONUEOW, dw dwpl YYNAOW? %OOU x UbD-O WOIOUEGE Guub<H W Utk ui EEGIFDUYI ¢
Food Policy34, 130140.

Knudson, W., Wysocki, A., Champagne, J.,Peterson, H.C. (2004), Entrepreneurship and innovation in the agri-
food system, American Journal of Agricultural Economid6 (5), pp. 1330-1336.

Krausmann, F., Gingrich, S., Eisenmenger, N., Erb, K. H., Haberl, H., & Fischer Kowalskiet, M. (2009). Growth in
global materials use, GDP and population during the 20th centicplogical Economics, 68, 2696e2705.

Malerba, F. (2007), Innovation and the evolution of indus tries. In Innovation, Industrial Dynamics and Structural
Transformation Springer, Berlin Heidelberg, pp. 7-27.

Mariadoss, B. J., Tansuhaj, P. S., & Mouri, N. (2011). Marketing capabilities and innovationbased strategies for
environmental sustainability: An exploratory investigation of B2B firms. Industrial Marketing Management,
40(8), 13051318.

, EUPOOW Bw! 80w) OUT 1 OUI OOwWw$dw, Ow*1 OOT EaOw) dw 60wdwwnl UUDI UOL
x1 UET x UP OO U wObO hmerdar®buungl oBadoBythad?Viflaulture58(2), 182191.

Mishra P. and Sharma P.,(2012). Green Marketing: Challenges and Opportunities for Business, Journal of

Marketing Communication, 35 -41.

Mitchell, R.W., Wooliscroft, B., Higham, J. (2010).Sustainable market orientation: A new approach to
managing marketing strategy, Journal of Macromarketin@o (2), pp. 166:170.

Muchie, M., & Baskaran, A. (2013). Innovation for sustainability: African and European perspectives in

Innovation For Sustainability: African and European Perspectives, pp. 2171.

-EPDEOOOWS58 wepl YuYAOw? %DUOwWUUUYDYEOwWUT UOUT T wEWEUPUDUO w3 1 wbOl
Noonan, K. E., & Coleman, L. J. (2013). Markéng to green communities: How to successfully reach the green

consumer. Journal of Marketing Analytics1(1), 1831.

.A"EUUOwW BOWEOEW-1T O0Ow+86 w58 wpl YNAOW?SREODPODOT wlOi 1 wi PUOAUWY I
firm's value offering str E U1 T a wE O E wx IBiitishQdalibd & Managénenvol. 22 No. 4, pp. 646671.

.Ul UOT UOw- Bwapl YYAAKBwW3T 1T wUED]I OUPI PEWEOOUI OUUUWOOWEODPOEUIT wET |
DiMento, & P. M. Doughman (Eds.), Climate change: What it means for us, our children, and our grandchildren

(pp. 65€99) MIT Press.

. UU0T Ow4dwldOw+ OEOUT POOwW+8O0wd wEA' EVUOT YDOOIT Owdhlewmaponyl Y A AOw? 31 1
Journal of Wine Business Researt$(1), 513.

Pant, L. P. (2014). Criti@l systems of learning and innovation competence for addressing complexity in

transformations to agricultural sustainability. Agroecology and Sustainable Food Systems, 38(3), 336-365.

Economics Research Journal (IBER)I. 9 No 4.
2EOUPOPOW" 8OwW" EYDPEETI POw 80wd wl1OEET POw! dwpl YYAAOW? ( UEOPEOwb
E O Rintednational Journal of Wine Business Rarsdy Vol. 19 No. 3, pp. 216230.

Selltiz, C., Wrightsman, L. S., Cook, S. W., Balch, G. I., Hofstetter, R., & Bickman, L. (1976Research methods in

social relations3rd edition. New York: Holt, Rinehart and Winston. Simpson, David M. and Steven D. Steh r. 2002.
2(O0YI U0UDPT EUPOT wlOI 1 w#PUEUUTI UwPOw-1 Ppw8OUOwW" PUaow" OOEUVUEUD

O

w %f

Styles, D., Schoenberger, H., GalvezMartos, J.L. (in press). Environmental improvement of product supply
Ei EPOUO WEwWUI YPIT PwdOi w$ U U Resou Consarly ReggD1Q) athlihplerst 1 Ui OUOEOEI
http://dx.doi.org/10.1016/j.resconrec.2012.05.002.

Qu
IS

Van de Ven, A. H., and Angle, H. L. (1989), Suggestions for managing the innovation journ8jrategic Management
Research Center, University of Minnesota.

Contemporary Trends and Perspectives in 131 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

501 OOw"80wd w20l 1T Ow+dwpl YYAAOwW?' UCEOWET T EYPOUUWEDBEWI OYPUOOOI
Ul Ul E U E T Jauth@ offséclal4séueol. 63, pp. 1-19.

Voelpel, S. C., Leibdd EOQw,  OWEOE WS EOT OI T Owldw Bdwpl YYt AOQw?3T1T wl0aUEOOA woOI
1 E 00 O Goarmatofuintellectual CapitaVol. 7 No. 1, pp. 43-60.

E OO x E U E U b Yihtern@tidral jodrmabaiiManpoweivol. 26 No 6, pp. 544559.

Contemporary Trends and Perspectives in 132 ISBN: 9789963711-30-7
Wine and Agrifood Management



Specialized conference of the EuroMed Academy of Business

WATER SUSTAINABILITY ASSESSMENT OF ITALIA N VINEYARDS:
DOC VS. GENERIC WINES

De Leo, Federical; Miglietta, Pier Paolo 2, Massari, Stefania?

1Department of Manag ement, Economics, Mathematics and Statistics, University of Salento, Lecce (LE),
Italy
2Faculty of Economics, LUM University, Casamassima (BA), Italy

ABSTRACT

Despite the increasing role of new wine producers in the world market, wine production
continues to be dominated by the traditional producer countries, such as France, Italy and
Spain. In order to ensure that the values of wine production in the European countries with
strong wine vocation remain high, it is necessary for the companies to develop strategies that
enhance the bond with the territory, able to ensure the peculiar characteristics of the typical
products. However, to achieve a greater competitive advantage in a global context, it is
important to promote processes with low environmental imp act, in order to use the
sustainability of production as a further strategic market tool, since the deterioration of the
natural environment is today a global concern.

This paper evaluates the water sustainability of the Italian wine production analyzing t he
water footprint of viticulture. The choice of this indicator is due to the fact that it is a complete
indicator of the potential environmental impact of a product on water resources, estimating
the pressure on water resources in terms of consumption and pollution.

The study analyses the water footprint of viticulture in three Italian areas through a simple
comparative analysis among the global average wine water footprint, the Italian average wine
water footprint, the water footprints of wine made from | talian grapes, cultivated respectively
in the Northern, Centre and Southern -insular Italy. The objective of this research is to evaluate
if quality wines and in particular DOC and DOCG wines involve higher or lower
consumption of virtual water than bulk wi nes.

From the comparison and assessment of the data on water footprints of two DOC wines,
whose vineyards are located respectively in the Northern and Southern-insular Italy, we
demonstrate that quality wines are associated with a lower water footprint, ma inly because
the water footprint associated with the grapes used in the production of DOC or DOCG wines
is solely due to the green water footprint component since, according to the specifications of

production, both irrigation and fertilization are prohibi ted. Furthermore the territoriality of
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typical wines, which means good crops adaptation to the traditional places of production,
allows to produce sustainable wine, even if the yields in terms of liters/hectare are kept low.

Keywords: virtual water, wine,vineyards, sustainability, water footprint, Italy

INTRODUCTION

Although wine is not considered an essential food for human nutrition, it has always influenced the
economy of the wine-producing countries thanks to the symbolic values, full of social and cul tural
meanings, associated with it. From an historical point of view, the first wine producing countries are
located in the Mediterranean area, where the climatic and cultural conditions have favored the vines
cultivation and the transformation of grapes i nto wine. Vine cultivation in Europe has a long history,
as does the wine trade: since ancient time wine has been traded between the regions of production
and the regions in which it is consumed, with the Mediterranean Sea acting as a hub for commerce
whi ch even at that time was already on an international scale (European Commission, 2006).
Italy, France, Spain and Portugal have always been leaders in the field of winemaking so that these
countries fall under the so-EEOQOOI Ew?. OEw P OUOE? 6 w380 W iuOb IUDIWPRG ul B lwisl QU
countries that have recently joined the international wine producers such as Australia, New Zealand,
California, Chile and South Africa (Thorpe, 2009) Although historically these countries are far from
the Mediterranean viticultu re, today they benefit from advanced technologies and successful grape
varieties which allow them to create a new competitive scenario.
The world wine production in the last 10 years can be considered stable with fluctuating quantities
between 252 and 296vihl. This apparent stability, however, is the result of decreases in the production
of some countries against increased production of other ones. In fact, considering the decade 2003
2012, there has been an average 2% decline in worldwide production (OIV, 2013). Such variation,
however, is negligible when considering the biological nature of wine that is produced from
agricultural sources and therefore subject to the normal annual fluctuations due mainly to climatic
variations.
A more detailed analysis concerning the production of wine in the individual countries shows that
(OlV, 2013):
- ltaly, France and Spain have always been leaders in the wine sector covering a total of 49% of
world production in 2003 and 46% in 2012;
- this decrease is imputable to a lower productivity in the considered decade, equal to 11% for
France, 22% in Spain offset by greater productivity, 5% for Italy;
- USA, Australia and Chile have covered a total production of 13% in 2003 and 18% in 2012 of
worldwide production;
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- this increaseis due to higher productivity of the countries of the New World with percentage
changes in the decade under consideration, equal to 32% for the USA, 17% for Australia and
88% in Chile.
In the complex evolution of the world wine sector, there have been changes also in the geography of
consumption which increased in Northern Europe and North America, compensating for the decrease
in Mediterranean Countries (Mariani et al, 2012).
In the last years, in fact, consumption declined in the traditional wine producin g and consuming
EOQOUOUUDPI UWEOGEWDOEUI EUIl EwPOwUT 1T WEUT EUwWOT wOTT w?2-1pPw6 oL
considering the period between 2002 and 2013 the consumption of wine has decreased by 19% in
France, 21% in Italy and 34% of Spain, while,in the same period the US per capita consumption has
increased by 29% (OIV, 2014).
US consumers as well as increasing the quantity of wine consumption, are increasingly inclined to
drink more expensive wine in a search for quality, a trend that seems to be true for European wine
consumers as well (Bissonet al, 2002).
The wine industry is for the Italian economy an area of great interest. In fact, Italy has now reached
OTT wUOOxwOl wUT 1T whPhOUOEZUwWwUOxwkPDOl wxUOEUET Uthalédgdl UOw U U U x
(USDA, 2013).
The ltalian production now has a good level of quality, being established for approximately 69% of
guality wines with a Denomination of Origin (DOCG, DOC and IGT). Regions with higher production
volumes are Veneto (18%), Emilia Ronmagna (15%), Apulia (13%) and Sicily (12%). The individual
regions, however, do not point the same way on quality wines; in Apulia, for example, 23% of
production is destined to the must of grapes, 16% to the production of DOC and DOCG wines and
36% for the production of IGT; while in Piedmont 87% of its wine production, accounting for 6% of
the Italian production, is destined to DOC or DOCG wines (WineActs, 2012).
Assuming a certain similarity of climate and on the basis of the NUTS nomenclature of terrestr ial
units for statistics, it is possible to aggregate for the analysis all the Italian regions in three areas:
Northern Italy, Central Italy, Southern -insular Italy (European Union, 2011). As can be seen from
Figure 1, the number of quality wines in the No rthern area is much higher than in the other areas of

the Country.
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Figure 2: Wine production in Italy by type in hl (based on Wineacts data, 2012)

These data show that, despite the high values of wine production in the European countries with
strong wine vocation, it is necessary for the companies to develop strategies able to bring the
production to high levels of quality, enhancing the bond with the territory that justifies the traditional
characteristics of wine, adding innovation and continuous improvement, in order to be competitive in
international markets.

The interest for quality shown in the food and beverage sector has been growing constantly and some
characteristics of products, such as territoriality and typicity, have become important factors in the
consumers choices. However, to achieve a greater competitive advantage in a global context
nowadays, it is also important to take into account the environmental impact of products, and in
particular a growing concern is directed to carbon emissions and water scarcity. These global issues
have brought companies to consider in their business strategies, together with the other competitive
factors, the ability to reduce carbon emissions and water consumption and to communicate their
commitment to consumers. Among the analytical tools recently developed, to assess the

environmental impact in terms of pressure on water resources, the water footprint is very useful.
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LITERATURE REVIEW OF WATER FOOTPRINT ASSESSMENT

As the global freshwater resources are limited, the study of the indicator of water footprint is very
useful to conduct an assessment associated with that resource. To quantify and mainly to localize the
pressure exerted by human activities on the environment is indeed a great opportunity to assess the
UUUUEDPOEEDPOPUA WOl wUOOT w?2i OO0UxUDOU» wEOCEWPET OUDI awxOUI C
The water footprint assessment framework aims to illustrate the full impact of water consumption
during the life cycle of a product, providing a comprehensive indicator for water resources, which can
aid water stewardship in the agro -food sector (Herath et al, 2013).

The calculation of the water footprint provides useful information to solve potentially the pro blem of
human appropriation of freshwater, flowing an index, expressed in terms of volume, comparable to
the actual availability of freshwater, in a sustainability assessment perspective (Hoekstra et al, 2009).
The index of water footprint consists of thr ee components: the blue, green and gray water footprint.
The blue water footprint is an indicator of use of fresh surface water or groundwater. The green water
footprint is an indicator of human use of water resulting from precipitations on land which do n ot
feed the runoff or recharge groundwater, but remain temporarily on the surface or on vegetation. This
is particularly relevant for products based on crops, where it refers to the total rainwater
evapotranspiration plus the rainwater incorporated into th e harvested crop and its inclusion in water
management studies is highly recommended (Falkenmark and Rockstr™m, 2006). The gray water
footprint is defined as the volume of freshwater that is required to assimilate the load of pollutants
used in human activity based on natural background concentrations and based on the existing water
quality standards in the environment (Hoekstra et al, 2011).

3T 1 WEOOET xUwoOl whpEUT Uwi 60UxUPOUWPUWEOOUI SawUl OEUT EwUO
defined as the volume of water needed to produce a commodity or a service. The concept was
introduced by Allan in the early 1990s when he studied the possibility of importing virtual water (and
not actual water) as a partial solution to the problems of water scarcity in the Middle East (Allan,
1998). Allan had developed the idea of using virtual water import (associated with food imports) as a
tool to ease pressure on domestic water resources in short supply.

The imports of virtual water can become an alternative water source, in addition to traditional
domestic water sources. In order to better distinguish it from endogenous water, virtual water has
Eil 1l OwbOwi EEVWEOUOWEEOOI Ew?1 ROT 1 OOUUWPEUI U? wp' EEEEEDOC
The global water footprint of agricultural production in  the period 1996-2005 amounted to 7,404
Gm?3/year. The average green water footprint related to the overall agricultural production amounted
to 5,771 Gn#lyear, of which 4,701 Gme/year are consumed for rain-fed agriculture and 1,070 Gm3/year

for irrigated cro ps. For most crops, the contribution of the green water footprint to the value of the
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total water footprint is more than 80%. The mean global blue water footprint related to agricultural
production was approximately 899 Gm 3/year. The gray water footprint r elated to the use of nitrogen
fertilizers in the cultivation world amounted to 733 Gm 3/year. (Mekonnen and Hoekstra, 2011).
Globally, green water is about 85% of the water consumed in the agricultural production. Even for

irrigated crops, the green water is often a very significant contribution to the total water consumption.

MATERIALS AND METHOD S

In Italy, wine is the product of a very large, heterogeneous and complex sector, due to the fact that
each region produces its own wine and in vineyards located i n extremely different areas, from coastal
plains to high altitudes and gradients. The vines are traditionally planted and grown in regions with a
Mediterranean climate, characterized by warm and relatively low rainfall.

The water footprint is spatio -temporally explicit (Hoekstra et al, 2011): the volume of water used
varies according to the location and to how the wine is produced. The wine produced in Italy, for
example, has a lower water footprint than the global average. The differences among Italian regions
express the different climatic conditions, but also the different production strategies based on a
greater or lesser contribution of irrigation, while remaining constant the value of gray water, in line
with the global average.

The purpose of this study is to evaluate the water sustainability of viticulture in three Italian regions
and to test the hypothesis that quality wines and in particular the DOC and DOCG involve the
consumption of virtual water below that of the generic bulk wines.

To demonstrate our first theoretical hypothesis we have proceeded with a simple comparative
analysis among the global average wine water footprint, the average Italian wine water footprint, the
water footprints of wine made from Italian grape varieties, respectively | ocated in the Northern,
Centre and Southern-insular Italy. To demonstrate instead our second hypothesis, we compared and
evaluated the data on water footprints of two DOC wines, whose grapes are located respectively in
the northern and southern-insular Italy, in relation to tons of grapes necessary for their production
and yield of hectares of land dedicated to the cultivation of their grapes.

The methodological approach consisted of four steps.

In the first, we have collected and analyzed data on global average and Italian water footprints
(Mekonnen and Hoekstra, 2010), expressing the differences in terms of blue, green and gray
components.

In the second stage we have aggregated regional values of the water footprints of a liter of wine

(classified with 220410 code in accordance with the HS Customs Code) (Mekonnen and Hoekstra,
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2010) and we have extrapolated three values for three Italian areas (North, Center, Southlslands), as
defined by nomenclature of territorial units for statistics (European Commission , 2011).
In the third step we have proceeded with the calculation of the percentage of each component of the

water footprint of a full liter of wine for the geographic areas under investigation by the equation:

. _ CWFgraaani!ua o grey
fﬁCW‘F_graaﬂJbqu or grex TWF

where:

%CWHygreen, blue or grefiS the percentage of each (green, blue or gray) component over the total water
footprint;

CWhyreen, blue or grefindicates the absolute value of each of the green, blue or gray water footprint
component of a liter of wine (Mekonnen and Hoekstra 2010);

TWEF is the total water footprint of a liter of wine (Mekonnen and Hoekstra 2010).

As a result, we carried out the assessment of the water footprint of two Italian wines whose

production areas are located respectively in the Northern and in the Southern -insular Italy.

In particular, the production in hectoliters was detected, the number of acres reported and the yield of

the DOC vines examined. Starting from the respective water footprints, we proceeded to the
calculation of virtual water per quintal of grapes, accordin g to the equation:

# P

Wlf'i"l-El:I
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wipera ¢ ds araywes

VW = EWF wing
DA

where:

VW represents the volume of virtual water per quintals of grapes;

WHFuineis the water footprint of a liter of wine ( Rulli et al., 2013},

Puwineindicates the production of wine, expressed in liters (Federdoc, 2013);

DA ineyarasiS the area is expressed in terms of declared acres of grape (Federdoc, 2013);
Ygrapestepresents the yeld of the declared area in terms of quintals of grapes per hectare (Federdoc,

2013).

RESULTS AND DISCUSSI ON
The wine sector places a significant demandOQwUT 1T whp OUOE z Uwb E (et dl] 20dd). oy UE T U w op/

the comparison carried out on the global average water footprint of a liter of wine and the Italian one,
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it has emerged that the latter is well below the first, acquiring the average values respectively equal to
869 n/ton and 697 m3/ton (Mekonnen and Hoekstra, 2010). This implies that there is a competitive
advantage of ltaly in environmental terms associated with wine production, so specific sectoral

economic policies to increase specialization n idro-extensive products of our Country should be

promoted (Renault, 2003).

Comparing the three geographic areas under investigation, there is a noticeable tendency to a lower
impact on the water resources of the wine production in the North, that, in the light of the data

collected, it is mainly due to a low green water footprint incidence in the regions of North Italy (Table

1).
Global Italian Northern Central Southern -insular
average average Italy Italy Italy
Green water 607 534 481 567 566
Blue water 138 46 19 32 71
Grey water 124 117 104 121 129
Total water 869 697 604 720 766
footprint

Table 1:Water footprint of one liter of wine expressed in terms3tbm (Based on Mekonnen and Hoekstra

data, 2010)

The obtained empirical results contradicts a theoretical hypothesis according to which the use of
rainwater (green water) in the grapes growing process is more pronounced in regions with low
rainfall, or in the warm regions of the South (Lamastra et al, 2013; Lamastraet al, 2014).

Although the green water footprint component appears higher in absolute terms in the regions of
Southern Italy and the Islands, through a more in -depth and accurate analysis it should be noted that
the green water footprint is lower in the South. Indeed, in the warmes t and the driest regions, the
green footprint value in terms of percentage on the TWF is lower, while the blue water footprint is
higher, as it is necessary to intervene through irrigation.

In particular, the value of the green water footprint in the regio ns of Northern Italy reported an
incidence rate of approximately 80%, compared to 74% of the Southerninsular regions.

In confirmation of the above, the blue water footprint takes a higher percentage in the southern
regions and islands (approximately 9%), compared to regions of the North of Italy (3%), highlighting
the theoretical result that, in regions with arid climate, it is sometimes necessary to intervene through
irrigation in order to avoid qualitatively and quantitatively harmful and excessive water  stresses, even

if the vines are highly resistant.
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The only water footprint component of the total wine production that is constant for all three Italian
regions is the gray water footprint, with a value equal to 17%. Being defined as the volume of fresh
water required to assimilate the load of pollutants of the process on the basis of natural
concentrations, the gray water footprint cannot in fact bring significant variations in function of the
geographical location.

These empirical results are more evidert if looking at the percentages of the single green, blue and

gray components of the wine water footprint of the total geographical area, as shown in Table 2.

Italian average  Northern Italy Central Italy Southern -insular Italy
Green water 7% 80% 79% 74%
Blue water 7% 3% 4% 9%
Grey water 17% 17% 17% 17%
Total water footprint 100% 100% 100% 100%

Table 2:Percentage of green, blue and gray components over the total Water Footprint of wine produced in Italy

by macrearea (Based on Mekonnen and Hoekgéta, 2010)

For a more precise evaluation of the collected data and verification with respect to the second research
hypothesis, the last phase of the study was carried out to calculate the virtual water volume compared
to the production in quintals of g rapes of reference of the two DOC wines, Baroloand Moscato di
Pantelleria where crop production set by the product specification is located respectively in the North

of Italy, precisely in Piedmont, and in Sicily, as shown in Figure 2 and 3 (Federdoc, 2013).

H 2. Barolo

<

Torino
. !

Figure 3: Territorial area of some Piedmontese and Sicilian DOC vineyards, in particular of Barolo and

Moscato di Pantelleria (Federdoc, 2013)
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