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INTRODUCTION

The recent dynamics of the wine industry have attracted much attention in the last
years. An increasing scientific community spanning over economics, management,
and innovation studies are paying much attention on the radical process of structural
change that is affecting this specific sector.

Radical changes are increasingly affecting both demand and supply conditions.
Specifically, on the supply side, a remarkable process of professionalization,
research and knowledge intensification is taking place; new professionals and
specialized knowledge workers (e.g., oenologists and agronomists) holding
university qualifications are introducing new scientific methods and practices in the
vineyard and in the cellar, thus radically changing the wine-making process. Indeed,
in a couple of decades the wine industry experienced a drastic revolution, moving
from a traditional low-tech industry to a knowledge intensive, (applied) science-
based and innovative industry. On the demand side, changes in preferences from
large quantity bulk wine to small quantity premium wines are re-orienting
companies’ market strategies, attaching a renewed importance to the different
innovation dimensions (from product/process to marketing/organization up to
external knowledge sources and systemic innovation). Furthermore, because of the
development of a gourmet culture, firms strive for identifying market niches
populated by highly sophisticated consumers demanding “hedonic and experience
goods”.

Starting from these premises, the current dissertation is articulated in four chapters.



The first chapter presents a general overview to the study that introduces the core
issues of the current dissertation. These ones pave the way to the definition of some
theoretical reflections, which constitute a precious point of departure for the
statement of the research problem. Indeed, in order to identify the literature gaps, by
contributing to add value to this study, the starting point is to understand and deeply
investigate on the main traits characterizing the Food and Beverage (F&B) industry,
generally and wine sector, specifically. Overall, the added value of this dissertation is
to test the research issue within a specific industry context.

Starting from both the assessment of the literature gaps and the definition of the
motivations supporting this study, the structure of the current dissertation is
conceived according to the development of theoretical and empirical sections in
order to address both the research scope and the research questions. As for the
research design, this study follows a precise path that is composed of two main steps:
1) the first stage focuses on a review of the existing literature, paying particular
attention to how small firms manage innovation, as well as a study of the specific
innovation strategies implemented by small firms operating in wine industry; 2) the
second phase relies on the empirical investigation aimed at carrying out the data
analysis in order to answer the research questions and to achieve the research
objective.

The second chapter proposes a theoretical analysis on the literature background
based upon the innovation concept within the strategic management literature. Since
the focus of the current dissertation is on the innovation implemented by small firms,
the attention shifts on the variables contributing to define the small firms’ innovative

profile. In this regard, both external and internal variables are taken into



consideration. The first ones regard the opportunities a small firm can seize from the
environment: on the contrary, the internal variables refer to specific endogenous
features characterizing a small firm. Nonetheless, in order to provide this dissertation
with a more solid theoretical background, the main focus is on a deep understanding
of the innovation practices implemented within the wine industry. In this sense, due
to the relevance of this sector and the relative growing interest of the researchers in
carrying out studies in this field, an up-to-date literature review on the theme of wine
innovation is realized. Than, consistent with the research scope, this work adopts a
multi-layered approach aimed at investigating on different aspects characterizing
small wine firms’ innovative behaviours. Starting from the consideration that a more
integrated and comprehensive outline of the argument under investigation may offer
a broader set of information on the application of innovation to an acknowledged
traditional industry, such as that of wine, the analysis proceeds with the description
of the range of innovation dimensions (product/process, marketing/organizational —
OECD, 2005) relevant for this specific industry. Moreover, the importance to
understand the domains of innovation, both generally and in a given industry (in this
case, wine industry), leads to deeply explore the theoretical foundations tied to the
open innovation paradigm, concentrating the attention on both external sources of
knowledge and systemic collaboration.

On the premise of this literature review, four variables are taken into account for the
examination of the modes of innovation implemented by small wine firms: types of
innovation (product/process), innovation activities (marketing/organization), external
knowledge sources and systemic innovation.

In order to both have a more thorough picture of the world of wine and to understand



how and to which extent innovation can be implemented in this specific sector,
chapter three deals with the ‘state of the art’ of the globalization process affecting
the wine industry, by particularly focusing on Italy, which is the leading country in
terms of wine production. Than, a general overview of the wine industry guarantees
a better and more deep understanding of the different aspects characterizing this
specific sector, shading light on the importance to introduce innovative patterns,
remaining, at same time anchored to the traditional components and first of all to the
terroir concept. In this perspective, the concept of terroir and wine as both cultural
and luxury product is investigated, paying also particular attention to the
development of the ‘wine tourism phenomenon’, which plays a key role with
reference to both marketing activities and systemic collaboration. Hence, the
multifaceted nature of wine as product and its tight linkages to other sectors (from
cultural heritage to the fashion and luxury industry up to wine tourism) is dealt with.

Specifically, in the light of its connection with other satellite industries and the more
recent globalizing forces that are currently reshaping the wine industry (New World
(NW) countries are introducing always more innovative applications to climb over
the Old World (OW) producers in order to reach the top positions in the wine global
ranking), the OW countries, and above all Italian regions, to not loose their long-
lasting primacy, are forced to implement innovation upgrades. Although these
regions can count on a strong ferroir orientation, the introduction of innovation
patterns becomes the path to follow in order to retain their leading position. In this
sense, mixing tradition and innovation seems to be the winning formula for old wine
producers, and above all for Campania Region, in Southern Italy. The interest of

undertaking this study in Campania Region is twofold: firstly, top quality wines are a



‘flag product’ of Campania Region and, secondly, it is a region with a wine tradition
of ancient origins (it is one of he first and most important centres of settlement,
cultivation and study of wine in the world) (Rossi et al., 2012).

Definitively, by taking into account the theoretical framework on innovation and the
different facets characterizing the world of wine, chapter four deals with the
empirical analysis that, in line with the research questions and the research scope,
aims to verify if small wine firms implement innovation at different levels and, if
yes, to test their inclination to adopt and implement some innovation practices rather
than other ones. In order to answer to the second research question, the current
dissertation carries out a hierarchical cluster analysis aimed at verifying how the
sampled wine firms can be clustered according to their degree of implemented
innovations. Finally, a Structural Equation Modelling (SEM) is implemented to test
the theoretical model derived from the literature review. In this regard, the main
purpose becomes to test if there is a positive relationship between the selected
innovation dimensions (product/process, marketing/organizational, external
knowledge and systemic innovation) and the wine firm’s perception to be innovative.
Finally, conclusions explain the findings and the results of this study, highlight the
limits and give some hints on the future research directions.

Properly, as for the limitations and the relative future research horizons, among the
principal research constraints, there is the lack of performance data contained in the
data set. These ones could be useful for evaluating the effect of innovation predictors
on performance. Secondly, this dissertation is based on a unique case study that is the
Campania Region wine industry. Hence, caution should be taken in generalizing the

findings, since not all regions and/or countries face similar wine growing and



development conditions. In this sense, it could be useful to repeat the research
through a multiple case study analysis. Another important limit derives from the fact
that this study is not a longitudinal one, since the survey seeks to capture information
on the topic of innovation, asking to the wine firms to state whether some kinds of
innovation were introduced during the previous three years (OECD-EUROSTAT,
1997).

In conclusion, conceptualizing a framework based on the different innovation
dimensions with reference to the wine industry is helpful for supporting managerial
decision-makers, since it can recommends tactical guidance and strategies to

implement innovation at different firm’s levels.
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1.1 An overview to the study

Up to now, innovation studies focused on radical, technology-based innovations in
large firms whereas innovation patterns in small firms' have not been largely
deepened. However, over the past decades, an increased number of studies have
explored the patterns of innovation in small firms (Hoffman et al. 1998; Romijn and
Albaladejo, 2002; Verhees and Meulenberg., 2004; Freel, 2005; Gray, 2006; De Jong
and Vermeulen, 2006; Terziovski, 2010; Rosenbusch et al., 2011). This tendency is
related to the introduction of measures that are different from the traditional
innovation indicators, such as R&D activities and patent applications (De Propris,
2000), which fail to capture the innovation capacity of small firms (Avermaete et al.,
2004; Galizzi and Venturini, 2008).

Generally, when thinking about innovation, the association with high-tech sectors,
such as electronics, software, pharmaceutical and telecommunication, seems to be
expected. Nevertheless, though often depicted as low value-added and with little

innovation content, some sectors, such as the Food and Beverage (F&B) one are

' The main factors determining whether an enterprise is a small firm are: staff headcount (less than 50)
and either turnover or balance sheet total (less than or equal to €10 mln).
* Affect encompasses moods, which are often relatively long-lasting in nature but not focused on
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characterized by enormous opportunities for innovative upgrading. Accordingly,
within the F&B industry, the focus on wine sector seems to be of great interest, since
small wine firms are facing several changes that affect the way in which the business
is run. Indeed, in this specific sector, there are some factors that have to be taken into
consideration: international competition is always more dominated by cutthroat rules,
the boundaries among sectors are becoming blurred, leading to a kind of “industry
convergence”, and risk perception is growing.

Firstly, international competition is becoming more and more fierce because of the
emergence of the so-called “New World” wine producers. These ones are defined as
those outside of Europe. Five of the most established New World producers are
United States, Argentina, South Africa, Australia, and Chile. This new international
access is reshaping how wines are produced and consumed.

The boundaries among sectors are becoming blurred because of the fact that
globalisation leads to forms of agglomeration and homogenisation (Murray, 2005).
Accordingly, firms are more vertically integrated and large corporations own
different parts of the commodity chains, from production to retailing (Gwynne,
2008). Furthermore, the increasing globalization process obliges wine firms to
understand different consuming behaviours that make the market more and more
characterized by uncertainty. There is a consistent literature related to the buying
process and consumption patterns of wine consumers, showing how these ones are
completely different according to the local and/or national culture (Cohen et al.,
2009; Balestrini et al., 2006). In these terms, the cross-cultural comparison is not a
negligible aspect. Moreover, it is important to underline that as individual wealth has

grown on the wake of an expanding green global economy (Banks and Overton,
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2010; Marshall and Harry, 2005; Leenders and Chandra, 2013), consumer
preferences are more addressed to more differentiated and higher-status products.
Wine producers demonstrate a great ability to resist the trend to agglomeration and
homogenisation by protecting their intellectual property in the form of product and
place names or methods of production. What is matter is the quality of the product
and the concept of ferroir. According to Barham (2003), the concept of terroir
focuses discussion on how old is made new and to what extent territory history
contributes to this process. The historical terroir notion viewed wine production as
“a complex dance with nature with the goal of interpreting or translating the local
ecology, displaying its qualities to best advantages. A great deal of knowledge about
the local terrain is needed for success as well as respect for natural conditions that
can be expressed through the wine” (Barham, 2003: 131).

On the basis of this definition, winemakers can be considered real “experts” because
of their strong knowledge about the climate changes, the grape variety, the soil and
the environment where the wine derived its origin.

Both the concept of product quality and ferroir are strictly linked to that of risk
perception, focusing the attention on the concept of the “going local” trend. It started
in the last decade when consumers began to be more aware of the environment, and
local economies (Stanton et al., 2012; Zepeda and Leviten-Reid, 2004).

Consistent with this concept, in the early 21* century, studies on the extent and
nature of interaction between business activities and the environment have been
receiving great attention (Baker and Sinkula, 2005; Buysse and Verbeke, 2003;
Leenders and Chandra, 2013). This is particularly true in the wine industry, where

grape growing and wine making impact other high value-added agricultural sectors
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and the ecosystem of a region of origin with specific salience for selection of supply
chains (Atkin and Newton, 2012).
Due to all these motivations, there seems that a kind of “chain reversal” is arising
(Folkerts and Koehorst, 1998; Traill and Meulenberg, 2002; Omta and Folstar, 2005;
Fortuin and Omta, 2009; Bigliardi and Galati, 2013). Specifically, consumers, by
expressing their needs and preferences, are increasingly involved in the innovation
process. As a result, the external scenario, characterized by its turbulent nature,
dynamism and complexity, forces firms to provide a strategic answer to innovation
in order to retain and increase their competitiveness.
Several empirical studies underline that R&D intensity is a poor indicator to capture
innovativeness within specific industries, such as that of wine, due to some specific
features of its innovation patterns (Capitanio et al., 2009, Avermaete et al., 2004;
Galizzi and Venturini, 2008). Indeed, on the supply side, wine firms are “technology-
pushed”; they are mainly process-innovation oriented and use new technologies
developed by upstream (high-tech) industries to create new products. Innovation thus
mainly occurs through equipment and capital goods investments. In natural resource-
based sectors, such as that of wine, innovation mainly consists of process innovation,
as few innovative efforts are required by the product characteristics per se, due to the
specific sectorial patterns of acquisition of innovative knowledge. According to
Grunert et al. (1997), every successful firm counts on a “dominant orientation” that
shapes the firm’s behavior. This orientation can be of three types:

* product orientation, when firms’ culture is dominated by product quality;

* process orientation, in which firms are guided by principles of flexibility and

efficiency;
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* market orientation, that is to produce what the market desires.

The firm’s dominant orientation relies on a set of core competencies (product,
process, or market), but a successful firm will also have to meet basic standards with
respect to the other two criteria. These supplementary competencies may be
outsourced, unlike the core competence (Traill and Meulenberg, 2002).

As a consequence of the innovations implemented by other sectors (e.g. biotech,
packaging) located upstream in the supply chain, also the firms operating in the wine
industry have to develop new products and processes in order to profit from the
superior capabilities of their suppliers (Tatikonda and Stock, 2003; Schiele, 2006;
Johnsen, 2009; Di Stefano et al., 2012). Hence, besides the set of internal resources,
wine firms may exploit and internalize knowledge coming from outside in order to
create new solutions and innovation, as well. Some scholars declare that a firm’s
ability to combine sources of internal and external knowledge, which traditionally
belong to other industries, is the path to follow to successfully compete in the market
(Kogut and Zander, 1992; Bierly and Chakrabarti, 1999). This explains the reason
why in both academia and industry, the theme of “cross-industry” innovation is
increasingly growing of interest (Enkel and Gassmann, 2010; Brunswicker and
Hutschek, 2010). In this optic, firms are induced to introduce external knowledge
into their business, generating positive benefits for their own innovation activity. In
particular, supplier-driven innovation in the wine sector can lead to knowledge
spillovers that, in turn, can positively affect the implementation of innovative
practices.

Another aspect to take into account is related to the fact that a high number of

innovations in the wine industry are incremental rather than radical. The prevalence
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of incremental innovations depends on the constraints from demand and conservative
consumer behaviour. On the demand-side, wine firms benefit from the interaction
with downstream partners, such as retailers and distributors, in order to make the
introduction into the market of new products successful (Grunert et al., 1997).

In the light of these considerations, there seems to be clear that rather than
innovating in isolation, wine firms have the necessity to use external sources of
information and other inputs. The ability to obtain information and other inputs from
the external context is a key determinant of innovation in small firms, such as those
operating in wine industry (De Propris, 2000; Diederen, van Meijl, and Wolters,
2002; Freel, 2000, 2005; Romijn and Albaladejo, 2002; Tether, 2002). Anyway, due
to their flexibility, wine firms can count on their internal capabilities in order to catch
and even create new opportunities (Chirico and Salvato, 2008; Kontinen and Ojala,
2011). In this sense, another stream of research (Borch and Forsman, 2000; Le Bars
et al., 1998; Romijn and Albaladejo, 2002) views innovation in these firms as
associated with entrepreneurial features and the capabilities of the workforce. Hence,
it becomes important to concentrate the attention on the entrepreneur’s ability to
generate novel, useful ideas or problem solutions (Amabile et al., 1996). This is what
literature defines as entrepreneurial creativity (Amabile, 1997; Ward, 2004; Perry-
Smith and Coff, 2011). Specifically, creative entrepreneurship refers to an overall
process of creation, both in front of opportunities and threats coming from outside
and with reference to firm’s resources, their combinations and changes (Della Corte
and Del Gaudio, 2017). Successful ideas are often a balance between novelty and
familiarity: the generation of a new idea may be determined by the way in which

both existing and external flows of knowledge are accessed (Ward, 2004).
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Therefore, there seems to be evident that wine firms should implement innovative
strategies combined with “secret” recipes related to both firm and territory tradition
(terroir). In fact, in contrast with conventional thinking based on the assumption that
knowledge from the past can cause path dependence, inflexibility and conservatism
(Leonard-Barton, 1992), several scholars have started to recognize the potential
advantages of searching in the past to develop innovative products (Messeni
Petruzzelli and Savino, 2014; Nerkar, 2003). In these sense, what is matter is to
understand how wine firms, characterized by long-lasting traditions, can implement
innovation, both remaining anchored to the past and opening-up their internal
boundaries by entering into relationships with a plethora of external actors.

The type of innovation required in this case, however, is very specific, since it is
strictly linked with the territorial factors, identity and local cultures, that often
represent also territorial tradition. Therefore, in this case, innovation looks like a
revisited and innovative view of local traditions, which represent in any case the core
of that specific production. This allows firms to interiorize and reinterpret both past
and new knowledge in a novel and creative way.

If, up to now, this overview has introduced the core issues of the current dissertation,
the following paragraphs are going to investigate on some theoretical points

underpinning the research problem.

1.2 Statement of the problem and research originality

In order to identify the literature gaps, by contributing to add an original value to this

research, the starting point is to investigate on the F&B industry, and specifically on
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the wine sector. In light of this, as mentioned in the previous paragraph, most of the

current literature on innovation in the F&B industry illustrates theoretical concepts

with merely descriptive case studies, but the empirical studies have mainly focused

on large firms or multinational corporations (Alfranca et al., 2005; Huiban &

Bouhsina, 1998). Empirical evidence about innovation patterns in small F&B firms

seems to be blurred.

Three motivations support the choice to analyse innovation dynamics in small F&B

firms:

Y

2)

such firms are an important sector in the overall economy: the F&B
industry is one of the largest businesses in the EU, in both terms of
employment and production. Indeed, in 2015 its contribution to Europe's
economy has been crucial: 4.25 million employees throughout the EU.
The F&B industry also accounted for more than 285,000 SMEs that
generated almost 50% of the F&B industry turnover and value added and
provided 2/3 of the employment of the sector (Data & Trends of the
European Food and Drink Industry 2016). Moreover, this industry has
strong linkages with various other industries such as agriculture,
chemicals, packaging, and last but not least tourism;

small F&B firms play a key role in achieving sustainable economic
growth in local economies (McDonagh and Commins, 1999; Murdoch,
2000). They are particularly situated in rural areas where they have
developed to process products from local agriculture (de Noronha and
Nicolas, 2000). In addition, small F&B firms tend to rely heavily on local

industries and local services;
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3) small F&B firms produce certified local products of a different nature
than those produced by large firms. These latter generally have a national
or international market approach and consequently give more attention to
products with a “mass appeal”. In these terms, an important component of
local/regional’s highly valued cultural identity is invested in such small
firms (Ilbery & Kneafsey, 1999).

What makes F&B firms different from other manufacturing companies is their high
dependency on natural resources and the need for specific (often tacit and local)
know-how in their production processes. F&B firms can be revitalized using cultural
values and identity derived from the firm’s long tradition and from the authenticity
of the local food and beverage culture. F&B firms are strongly linked with the
territory and its traditions and this reflects on competitive decision-making processes
and corresponding practices (Vrontis et al., 2011; Rossi et al., 2012). Accordingly,
making particular reference to the wine sector, the firms here operating are
characterized by a strong relationship between the firm itself and the wine as a
product, the latter representing a set of family values, symbols and traditions rooted
in the territory (Gallucci and Nave, 2012).

Kaplinsky and Fitter (2004) in their studies have shown the process of de-
commodification of primary commodities, which are increasingly transformed from
standardised staples into high-quality, diversified goods, with high knowledge
intensity, increasing value added content and high export price unit. According to
these authors, among the most dynamic primary industries there is wine.

In the contemporary wine industry, a number of scientific and technological changes

have allowed a shift from the production of table wines (e.g. wines that are not very
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expensive and are used for ordinary meals) to the production of fine premium wines
(e.g. wines that generally have more aging potential than every day quaffing wines)
(Berverland, 2004; 2006; Anderson et al., 2003). Consequently, wine as a basic and
undifferentiated commodity has become an increasingly sophisticated and
differentiated luxury good. This is what literature defines as “wine revolution”
(Crowley, 2000; Farinelli, 2013).

The wine industry is one of the most representative economic activities in many
countries in terms of employment and companies’ revenues (Bigliardi and Galati,
2013; Vrontis et al., 2016). In the previous years, the international wine industry has
been characterized by a rapid growth of exports and by the emergence of new
producing wine countries (New World countries - such as California, Australia,
Chile, South Africa, Argentina, New Zeland) and their entry in the global wine
market. Hence, wine producers, above all those operating in Old World countries
(Italy, France, Spain, Portugal), are currently affected by increased competition, and
this has obliged them to intensify their efforts to improve product quality and to enter
higher value niches in international markets. So, the wine industry has been involved
in a deep process of innovation.

Furthermore, the presence of small firms is common in the wine sector, due to the
tradition of some long-standing small family firms (Conto and Lopez, 2008). A sort
of “wine factor” is created, since the wine represents a set of family values, symbols,
and traditions rooted in the area in which the firm is based (Georgiou and Vrontis,
2012 Gallucci and Nave, 2012).

Although innovation is a critical issue for small firms (Bresciani et al., 2013; Craig

and Moores, 2006), the literature on how wine firms implement innovation strategy
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is rather scarce and the relevance and significance of small firms to the wine sector
requires further and more in-depth studies. An effective innovation system seems to
be crucial for food companies but controversial too in the wine sector, where
innovative strategies have to be combined with “exclusive” and “secret” recipes
(Dries et al., 2014, 2013; Di Vita et al., 2013; Cusmano et al., 2011). In this context,
firms have to become as aggregations of value “generatrix” activity (Bellia and
Pilato, 2013) in order to catch growth opportunities in the wine sector. These latter
are linked to the wine firms’ ability to innovate and differentiate supplies (Borsellino
et al., 2012). In these terms, the wine industry represents an interesting case for
analysing the process of innovation combined with local and cultural tradition.

Up to now, the literature on the topic shows some underestimated points paving the
way to the exploration of new research horizons.

First of all, most of works concentrate on innovation practices adopted in New World
countries (Aylward and Turpin, 2003; Aylward, 2006, Anderson, 2011; Morrison
and Rabellotti, 2017), overlooking the traditional wine regions characterised by a
terroir orientation. These Old World countries, even if threatened by high
competition, remain by far the largest producers, with Italy, France and Spain
outstripping all other country producers by wide margins: these three countries
together account for more than 40% of the world output (OIV, 2016). At this point, a
question spontaneously arises: beyond the historical traditions (accumulated pool of
informal and tacit knowledge) and the favourable conditions (soil, climatic and
morphologic characteristics of the territory), what are the factors that determine the

success of Old World wine producers?
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Secondly, as innovation usually requires input from a range of external sources, a
growing body of innovation research has shifted its focus from a single innovator to
a cluster. The generality of these studies are mainly concerned with the analysis of
the regional innovation systems and/or clusters, paying little attention to the role of
innovation in a single wine firm and to the mechanisms (antecedents) that lead these
firms to enter into an innovation network (Rebelo and Caldas, 2013; Aylward, 2004;
Mytelka and Goerzen, 2004, McDermott, 2007; Hickton and Padmore, 2005;
Larreina and Aguado, 2008). These works underline the major role of innovation
networks in the emergence of New World countries in the international wine market.
The huge growth of their wine production and export since the beginning of the
1990s relies on many factors but, among them, the most important one is the
construction of clusters between firms, universities, research centers and government
agencies. These clusters have connected entrepreneurs (farmers, firm managers)
opened to technological and marketing innovation, with national universities and
research centers capturing foreign knowledge from traditional wine countries. On the
contrary, it is interesting to understand if and to what extent wine firms innovate and
arrange external ties with other firms and research organizations without
compromising their unique and highly specific assets linked to their long-standing
tradition. In wine consumption, the cultural identity (both traditional and local) is
linked to a wider desire for authentic experiences (Bonnekessen, 2010; Sims, 2009).
Some scholars have proved that customers appreciate local products, if these
products embody the tradition, heritage, culture, ethnic diversity, and identity of a
particular place (Johnson and Bruwe, 2007; Beverland, 2006; Orth et al., 2005,

Beebe et al., 2012). It has also emerged that each study on innovation in a wine firm
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has to consider the role of the country of origin and its impact on the consumer’s
perception.

Beyond the above-mentioned literature gaps, there seems to be useful to underline
also that an increasing number of studies have been focused on one innovation
project, such as the launch of a new wine or the adoption of a new technology by
cellars. These works investigate on conditions, forms and effects of elementary
innovation in the wine industry (Masson et al., 2008; Touzard, 2010; Chiffoleau and
Touzard, 2014). In order to bridge this gap, the current dissertation takes into
consideration all innovation practices a wine firm can adopt: from product and
process, to marketing and organizational innovation, besides the focus on the open

innovation approach.

1.3 Purpose and research questions

Starting from the statement of the research problem, the purpose of this study is to
fill up the literature gaps, by contributing to add value to the current research on the
subject. Hence, the goal this research tries to pursue is to discover answers to
questions through the application of scientific procedures. In fact, through the
definition of the research objective it is possible to find out the truth which is hidden
and which has not been discovered as yet (Kothari, 2004).

In line with this theoretical notion, this dissertation aims to bot analyse if and to what
extent small wine firms, characterized by a high terroir-orientation, adopt and
implement innovation and test the relationship between the different dimensions of

innovation and the firms’ perception to be innovative. Moreover, it intends to explore
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the nature and sources of innovation in Campania Region that is one of Italy’s most
innovative winemaking regions (SRM Report, 2016). The last three decades have
seen a dynamic resurgence in Campania and distinctive wines have popped up in
many provinces. Accordingly, the limited existent research on the innovation
patterns in the wine industry, and specifically in Campania Region, become the
primary motivators for undertaking this study.

In order to answer to these literature gaps, the structure of the current dissertation is
conceived according to the development of theoretical and empirical sections in

order to address the following research questions:

RQI: Do traditional and terroir-oriented wine firms adopt innovation?

RQla: If yes, how do wine firms implement the different dimensions of
innovation?
RQ2: How can these firms be clustered in relation to their degree of implemented
innovation?
RQ3: How do the selected innovation dimensions (product/process,
marketing/organizational, external knowledge and systemic innovation) impact on

the respondents’ perception to be innovative?

In answering to these research questions, this study concentrates the attention on the
modes of innovation implemented by small wine firms operating in Campania
Region. The focus is not only on the product and process innovation (technological
innovations), but further aspects of business innovation will be taken into account.

These ones concern with marketing and organizational innovations that can be
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implemented in wine industry. Moreover, a fundamental role is assumed by the
investigation on the mechanisms that lead these firms to innovate through

external/systemic sources of knowledge according to the open innovation paradigm.

1.4 Research design

In order to proceed with the analysis, the outlying of the research design process is
needed. A research design represents a framework or blueprint for conducting the
research project and details the procedures to obtain the information needed to
structure or solve research problems.

As suggested by Mackey and Gass (2015), the definition of the research problem is
the first step that creates the foundations of the field of the research, since it helps to
understand and build the path of the study in terms of theoretical background,
empirical setting and methodology (see fig. 1.1).

The statement of the research problem allows to contribute to the existing stock of
knowledge making for its advancement (Kothari, 2004).

Once that the problem is defined, this dissertation proceeds with the identification of
the objectives, which become new research issues, extending experience or adding
validity and effectiveness to what is already known through previous studies on the
topics.

After have defined the problem and pinpointed the research objectives, a literature
review on the theme allows a more conscious understanding of the state of the art

and determines the transition from the theoretical to the empirical part.
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Fig. 1.1 — The research design process
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Source: own elaboration from Mackey and Gass, 2015

A review of previous relevant literature is an essential and pivotal issue of any
academic project. An effective literature review shapes the basis for advancing
knowledge, by facilitating theory development and matching the areas where a
plethora of research exists. Than, before proceeding with the empirical testing, the
literature review highlights the theoretical foundation of this research according to
the research objectives. This literature review allows assuming a holistic vision on all
the phenomena under investigation to after understand what are the existing gaps

and, hence, to reach a clear range of ideas to test.
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The design experiment constitutes an antecedent of the data collection phase.
Accordingly, in order to enhance the theoretical analysis with an empirical research
and drive it towards interesting results, data are collected and analyzed, to after
interpret and verify the predicted results.

The empirical section consists in a case study analysis in order to test the above-
mentioned research questions. Following Yin (1994), the case study seems to be
useful to understand the phenomenon under investigation, by relying on different
sources of evidence. Accordingly, starting from the case selection procedure
proposed by Eisenhardt (1989), this dissertation focuses on the case study
methodology for several theoretical motivations. Such reasons rely on the
willingness to provide a clear picture of the main mechanisms related to the search
and recombination of internal and external knowledge that lead a small firm to
introduce and implement innovation. Thus, the choice to adopt a case study method
derives from the need to deeply understand and investigate on the dynamics of
innovation in small wine firms without adopting a purely descriptive approach. This
research methodology allows to meticulously analyze for effectiveness in a real-life
context the items identified in the literature review (Yin, 2009). Among the different
motivations that support the adoption of a case study method, there is also the fact
that most of the research on small firms is conducted through case studies (Chetty,
1996; Dana and Dana, 2005).

There are several categories of case study. Yin (1984) identifies three different
categories, namely exploratory, descriptive an explanatory case studies.

As shown in the table 1.1, exploratory case studies rely on exploring any

phenomenon in the data, which serves as point of interest to the researcher. For
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instance, a researcher conducting an exploratory case study may ask questions, such

as, in the case of this study, the above mentioned RQs.

Table 1.1 — Overview of a research design

Exploratory research .

Descriptive research .

Explanatory research

Source: own elaboration from Yin, 1984

Uses

Formulate
problems precisely
Develop
hypothesis or
research questions
Establish priorities
for research
Eliminate
impractical ideas
Clarify concepts
Describe segment
characteristics
Estimate
proportion of
people who behave
in a certain way
Make specific
predictions
Provide evidence
regarding causal
relationships

Rule out all other
explanations

Types

Literature search
Experience survey
Analysis of
selected cases
Interviews
Ethnographies
Focus groups

Longitudinal
studies

Panels

Sample survey

Laboratory
experiment
Field experiment

These questions open up the door for further examination of the observed

phenomenon.

Second, descriptive case studies set to describe the data, as they occur. McDonough

and McDonough (1997) suggest that descriptive case studies may be in a narrative

form.
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Third, explanatory case studies examine the data closely both at a surface and deep
level in order to explain the phenomena in the data. The explanatory cases are
deployed for causal studies where pattern-matching can be used to investigate some
phenomena in very complex and multivariate settings.

Regardless of the different categories case studies can be divided, what is important
to underline is the fact that this research strategy combines different data collection
methods, such as archives, interviews, questionnaires, and observations. The
evidences may be both qualitative, quantitative or both.

Whilst quantitative research involves examination and measurement of an amount of
data, their frequency and intensity, qualitative research seeks to understand how the
social world is created and given meaning (Willmott and Bell, 2015).

This dissertation is based upon both quantitative and qualitative data, applying what
the social science methodological literature defines as mixed methods research
(Johnson et al., 2007). This method is strictly tied to that of triangulation that is the
“the combination of methodologies in the study of the same phenomenon” (Denzin,
1978, p. 291). There are four types of triangulation: (a) data triangulation (i.e., use of
a variety of sources in a study), (b) investigator triangulation (i.e., use of several
different researchers), (c) theory triangulation (i.e., use of multiple perspectives and
theories to interpret the results of a study), and (d) methodological triangulation (i.e.,
use of multiple methods to study a research problem).

More specifically, in this study an exploratory sequential mixed method is applied
(Creswell, 2015): the research first begun with a qualitative research phase,
exploring the views of a small sample of the entire population. The data are then

analyzed and the information used to build in a second, quantitative phase. In
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particular, the qualitative stage was used to both build a semi-structured
questionnaire that best fitted the sample under investigation and to confirm the
validity of the variables (identified in the literature review) needed to go into a
follow-up quantitative study.

Furthermore, for the purpose of this research, a positivist approach is adopted. This
one considers a precise research path that starts with the study of the literature and
proceeds with the empirical support through data collection (Creswell, 2009, p. 11).
According to these considerations, the current work confirms the accuracy of the
positivist approach for the study of the issues of innovation trying to understand what
are the patterns wine firms implement in order to innovate.

Consistent with the positivism paradigm, this study is based on a deductive research
approach.

As emerged from the fig. 1.2, deductive research approach is associated with the
positivism philosophy, whereas inductive research approach is associated with
interpretivism (Crowther and Lancaster, 2009). Whilst inductive approach allows the
researcher to provide subjective reasoning with the help of various real life examples
(Benz and Newman, 2008), deductive approach allows the research to establish a
hypothesis by using theory. In this last case, a number of data and information are
collected by the researcher to confirm or reject the hypothesis and/or research
questions to resolve issues (Gill and Johnson 2010).

The next chapter will deal with the theoretical background aimed at investigating on
the innovation studies that have been approached from different perspectives in the
history of management research. Of course, particular attention will be paid at the

theme of innovation in the wine industry.

28



Fig. 1.2 — Deductive vs. inductive research approach
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2.1 Understanding innovation: a theoretical approach

The starting point of this chapter is to find the definitions of innovation within the
strategic management literature. Innovation, as a concept, has been approached from
different perspectives in the history of management research (Baregheh et al., 2009).
Indeed, an unrestricted search of academic publications using the keyword
innovation generates thousands of articles.

As stated by Damanpour and Schneider (2006, p. 216) “innovation is studied in

many disciplines and has been defined from different perspectives”. Because of the
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high number and diversity of studies, there is no a clear and universal definition of
innovation. To demonstrate the diversity of the definitions and to get to a holistic and
widely accepted interpretation of innovation in the strategic management field, the
current dissertation provides an integral framework that highlights the main
antecedents and outcomes of innovation.

The first stage to build a theoretical framework based upon innovation concept is to
collect as many definitions as possible of this concept. In this process, it is important
to achieve representation over time and across disciplines. For this reason, in table
2.1 the most cited definitions of innovation are illustrated. The literature reveals that
although innovation has been deeply and widely studied, there is no a generally
accepted definition as well as a universally recognized system of innovation
measurement.

The first definition of innovation was coined in 1939 by Schumpeter, who observed
that “innovation combines components in a new way, or that it consists in carrying
out new combinations” (1939, p. 88). So, he focused on the novelty aspect stressing
that innovation is reflected in novel outputs: a new good or a new quality of a good;
a new method of production; a new market; a new source of supply; or a new

organizational structure, which can be summarized as “doing things differently”.

Table 2.1 — Main definitions on innovation

Author (year) Definition

Schumpeter (1939)  combines components in a new way, or that it consists in carrying
out new combinations.

Thompson (1965) Is the generation, acceptance and implementation of new ideas,
processes, products or services.

Ansoff and Stewart is determined by analyzing the speed with which new ideas or

(1967) practices or products are adopted in the firm.
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Freeman (1974)
Utterback and
Abernathy (1975)
Burgelman (1983)
Van de Ven (1986)
Hakansson (1987)
Kanter (1988)

Acs and Audretsch
(1988)

Dosi (1988)

OECD (1991)

Lundvall (1992)

Caraca et al. (2009)

Smith, Barfield and
Dufour (1996)

Damanpour (1996)

De Propris (2000)

Johannessen, Olsen
and Lumpkin (2001)

Paniccia (2002)

Hargadon (2002)
Carayannis,
Gonzalez, and
Wetter (2003)
Bessant, Lamming,
Noke and Phillips
(2005)

is quantified by analyzing the research and development (R&D)
expenditure of firms, greater R&D expenditure indicating greater
innovation orientation.

the system of process equipment, work force, task specification,
material inputs, work and information flows, and so forth that are
employed to produce a product or service.

resides in the autonomous strategic impetus of individuals at the
operational levels.

a new idea, which may be a recombination of old ideas, a scheme
that challenges the present order, a formula, or a unique approach.
is a product of a network of actors.

creation and exploitation of a new idea.

a process that begins with an invention, proceeds with the
development of the invention, and results in the introduction of a
new product, process or service to the marketplace.

concerns the search for, and the discovery, experimentation,
development, imitation, and adoption of new products, new
production processes and new organizational set-ups.

an iterative process initiated by the perception of a new market
and/or new service opportunity for a technology- based invention,
which leads to development, production, and marketing tasks
striving for the commercial success of the invention.

on-going processes of learning, searching and exploring, which
result in new products, new techniques, new forms of organization
and new markets.

the first commercialization of a new product, process or system
corresponding to the introduction on the market of the conversion
(into a good or service) of such innovation.

includes not only basic and applied research but also product
development, manufacturing, marketing, distribution, servicing,
and later product adaptation and upgrading.

includes creative and risk-taking behavior that foster incremental
changes such as introducing new goods or services, new methods
of production, establishing new markets, utilizing new supply
sources, and creating new organizational forms.

is the outcome of parallel processes of information sharing and of
codified and un-codified knowledge spillover channelled through
inter-firm linkages.

is specific to individual units of operation on the proposition that it
incorporates ideas, practices, or objects that are perceived as being
new by the unit adopting the ideas, practices, or objects.

derives from “contamination” and ‘“hybridisation” with new
actors: processes that generate new practices and rationalities that
may enrich local patterns of learning.

Derives in part from the prior existence of its components.

is related to the new products and services that emerge from
technology.

represents the core renewal process in any organization. Unless it

changes what it offers the world and the way in which it creates
and delivers those offerings it risks its survival and growth
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prospects.

Moskowitz, Reisner, represents the recombination of components into new blends.

Itty, Katz, and

Krieger (2006)

Du Plessis (2007) the creation of new knowledge and ideas to facilitate new business
outcomes, aimed at improving internal business processes and
structures and to create market driven products and services.
Innovation encompasses both radical and incremental innovation.

Wong, Tjosvold and the effective application of processes and products new to the

Liu (2008) organization and designed to benefit it and its stakeholders.
Crossan and production or adoption, assimilation, and exploitation of a value-
Apaydin (2009) added novelty in economic and social spheres; renewal and

enlargement of products, services, and markets; development of
new methods of production; and establishment of new
management systems. It is both a process and an outcome.
Bareghegh et al., The multistage process whereby organisations transform ideas into
2009 new/improved products/ services or processes, in order to advance,
compete and differentiate themselves successfully in their
marketplace.

Source: own elaboration

From each of the definitions in the table emerges that in order to achieve innovation
an action or process of some type that introduces something new is required.

Another evident aspect concerning the above listed definitions is that innovation can
take on a variety of forms such as a product, behaviour, system, process,
organization, or business model. Nonetheless, at the heart of all types of innovation
is an idea. Specifically, to cite once again the pioneer of innovation concept,
Schumpeter (1934, p.38) estimates that «innovation occurs as «the entrepreneur is
able to introduce and implement the new idea into a form of widespread use». In this
view, initiating some action inspired by the idea starts the process through which the
eventual “introduction” of something new can occur, and thus initiates the innovation
process, which can encompass any subsequent activity needed to further the idea’s
development along (Wylant, 2008). Insights into the idea mechanism and the
necessity of “thinking outside the box” can inform the discussion on innovation. In

this sense, innovation is often left to insight and serendipity discovery (Moskovitz et
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al., 2006; Dew, 2009). This last term stands for some combination of search (directed
effort), contingency (favourable accidents), and prior knowledge (sagacity). In other
words, serendipity is when individuals are involved in some kind of search effort and
they accidentally discover something that they were not looking for.

The first domain is represented by “prior knowledge” that is conceived as a stock of
information known to a particular individual. The second domain refers to
“contingencies”, which indicate the influence of the external environment on the
discovery of possible opportunities. Finally, the last domain is characterized by
“search activity” that involves purposeful actions undertaken to acquire new
information. This latter domain is mainly linked to what the literature defines as
entrepreneurial creativity (Amabile et al., 1996). Indeed, by mentioning the study
made by Fillis and Rentschler (2010, p.66), innovation is conceived to be the
“tangibilisation of creativity”. In this sense, innovation could be thought as
harnessing the creative energy and moving those great new ideas through a defined
set of processes to an ultimately valuable conclusion.

To sum up, starting from the Schumpeterian perspective, three streams of research
can be distinguished (Tzeng, 2009):

1) The corporate entrepreneurial stre