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Abstract

Lanfranchi, M., Giannetto, C., Ofria, F., Rizzo, F., Dimitrova, V., & Ivanova, M. (2018). Strategies for market food
industry in southern Italy: some results through structured interview. Bulgarian Journal of Agricultural Science,
24(4), 554-559

In a global market, agro-food innovation becomes a fundamental element for the development and growth of a company.
But the introduction of innovations cannot be separated from the implications related to the differentiation of agricultural or
agro-food products, or to the improvement of the quality of the product. This research seeks to identify, through structured
interviews, the market strategy followed by the entrepreneurs of the food sector in Sicily. The data that is collected through
interviews with entrepreneurs in the agro-food sector Sicilian (year 2017) identifies the prevailing strategy followed by agri-
business Sicily. This research has followed the model of Vazquez-Barquero to interpret the strategies of firms interviewed in
Sicily. Companies surveyed in this research show that all Sicilian provinces seems to prevail a market strategy of an innovative
nature. In particular, it is noted that: almost all entrepreneurs interviewed, to be competitive, they prefer to improve the quality

of the product, rather than reduce production costs.
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Introduction

Food sector in Italy

Italy maintains the primacy over the 28 European Union
countries and also increase products and producers certified
in quality agro-foodstuffs: this is attested by ISTAT (2017),
in the annual report on PDO and PGI. Producers grow by
4.4%, while certified products increased to 291, 13 more
than in 2015. The increase in specialized entrepreneurs was
recorded above all in the South, with an increase of 12%; in
the Center there is a further 2.5% while in the North there
is a slight decrease of 0.3%. In the South there is also the
largest increase in livestock and the area used. The most
common products are cheeses (over 26,000 producers), fruit

and vegetables, cereals and extra virgin olive oils. The in-
crease in certified products has been constant and led to al-
most doubling PDO and PGI over the past ten years, from
156 to 291 (279 active ones). The growth of producers has
been even more significant: the sector shows a great deal
of liveliness, the number of new operators entering 2016 is
12,513, many more than the 8,828 that have abandoned the
activity. The growth of the Southern Italy is due both to the
increase in the number of southern products recognized by
the EU, and consequently to the increase in their producers,
and to the increase in the producers of the milk and cheese
production chains in Sardinia and oil in Apulia and Sicily.
Although present throughout the country, the producers are
strongly concentrated in some areas; more than half (51.3%)
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is located in three regions: Sardinia, Tuscany, and Trentino-
Alto Adige, with a weight of 20.3%, 16.3% and 14.7% re-
spectively national total. Lombardy, Emilia-Romagna and
Veneto comprise 18.6% of producers while the remaining
30.1% is distributed in the remaining 14 regions. In particu-
lar, in Trentino-Alto Adige the fruit sector is clearly domi-
nant, in Tuscany the olive and in Sardinia the dairy. On the
other hand, the distribution of the PDO and PGI awards is
different: the division with several products is the Southern
Italy, which includes 112 awards, equal to 38.8% of Italian
products recognized by the EU. In the South, the structure of
the agro-food sector is mainly composed of small and me-
dium enterprises: 95% of enterprises do not invoice more
than € 5 million. Virtuous behavior of agribusiness in the
South (Vazquez-Barquero, 2010), could generate long-term
positive externalities on the economy of the South (Di Vita
et al., 2013a.; Schimmenti et al., 2013). In particular, com-
panies that are competitive through innovation and/or dif-
ferentiating their products will be more likely that there will
be economic development drive propulsion (innovative mar-
keting strategy) (Bryla, 2012; Hasibuan, 2015; Schimmenti
et al., 2016). In contrast, a defensive marketing strategy oc-
curs when companies prefer to reduce labor costs and/or ask
for state aid (defensive marketing strategy) (Destefanis and
Sena, 2009; Di Vita et al., 2013b).

Methodology

Critical factors of the agro-food small and medium en-
terprises (SMEs)

Obstacles or weaknesses of small and medium enter-
prises can be divided into two groups (Millemaci and Ofria,
2014, 2016):

1) those that apply to all small and medium enterprises
regardless of the territory in which they operate;

2) those that are present only in certain geographical ar-
eas such as the south of Italy, where there are some specific
environmental conditions (Ofria and Farinella, 2011).

In reference to the first group, the smaller size makes
them less competitive for the following reasons: they do not
enjoy economies of scale; they cannot undertake appropriate
marketing strategies, which require substantial investments;
they cannot afford the cost of investments for innovative
purposes; in the credit market, they have lower bargaining
power. These weaknesses do not always characterize small
businesses. The creation of consortia for instance minimize
their contractual weakness especially within the financial
market (Giannetto et al., 2016). The growing demand for
differentiated products (local products, products produced
with biodynamic methodologies, products with high service

content, etc.) is the strongest asset for these types of busi-
nesses (Chinnici et al., 2014). The increasing fragmentation
of markets can only increase the competitive potential of
smaller companies. The strengths of the small companies in
competitive terms are: 1) greater flexibility in the methods
of production; 2) the capability of ability accommodating to
new markets; and 3) the ability to operate in niche markets.
As for the second group of small and medium enterprises,
the recent debate on development policies of backward ar-
eas seems to focus on the adoption of an intervention that
strengthens infrastructure, which may minimize the presence
of crime and social unrest (Calabro and Vieri, 2015; Terziev
and Arabska, 2016; Zarba et al., 2017).

Market strategies

Vazquez-Barquero (2010) claims that the strategy fol-
lowed by the most dynamic companies, is to try to stay in
the market for the long run. At the same time, the strategy
of reducing production costs does not allow companies to
maintain their competitive position on the market. With re-
gard to the specialization by firms in specific market niches,
two situations should be highlighted. A high segmentation
of the companies could strengthen their competitive position
and maintain the benefits in the long run. But if the aim is
simply to find shelter in a niche market, competitive condi-
tions can be maintained only in the short run and in a pre-
carious situation. Vazquez-Barquero (2010) has placed more
emphasis on the concept of ,,innovative environment*, rather
than on the well-known ,,industrial district®. The innovative
environment takes into account the strategic role of innova-
tion, human capital, the relationship between research insti-
tutions and public private agents (Daly, 2015; Lanfranchi et
al., 2016a).

Research objective

This research seeks to identify, through structured inter-
views, the market strategy followed by the entrepreneurs of
the food sector in Sicily. We identify the main obstacles to
the development of the manufacturing industry in general
and the food industry in particular. We expose the market-
ing strategies for small enterprises. The data that is collected
through interviews with entrepreneurs in the agro-food sec-
tor Sicilian (year 2017) identifies the prevailing strategy fol-
lowed by agribusiness Sicily. This research wants to verify:
what kind of marketing strategy the firm adopts; in which
sectors there is ,,optimism*‘; which sectors export more. On
this point, it was considered high, the level of internation-
alization for companies that export more than 80% of their
production, medium, when export between 40-80% lower
when exporting between 1-40% invalid, when not export any
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goods produced; what are the main external diseconomies;
the characteristics of entrepreneurs that require fiscal incen-
tives (Serdaris et al., 2014; Lanfranchi et al., 2016b).

Description of the research

This research uses structured interview (Latella, 1990). It
should be noted, by field survey made in 2017, that all Sicil-
ian provinces entrepreneurs adopt a competitive policy. In
Table 1 Sicilian companies interviewed are divided by prov-
ince and by sector of origin (Lanfranchi et al., 2014).

The results of the research show that almost all the entre-
preneurs interviewed, exclude the hypothesis to be competi-

Table 1.
Number of enterprises surveyed by sector

tive only reducing costs. The entreprencurs prefer a policy of
product differentiation. The degree of “optimism”, as can be
noted in Table 2, is high in all the provinces of Sicily, with
the exception of the provinces of Palermo and Trapani.

The level of internalization as can be seen in Table 3, is
high for the industry “citrus and juices”. The provinces with
higher propensity to export are: Catania, Messina and Syra-
cuse. For the entrepreneurs interviewed the main obstacles
to grow and to be competitive are: the lack of infrastructure,
lack of human capital and the high cost of credit. The new
generation of entrepreneurs, in all the provinces, mostly asks
for tax incentives.

Provinces | Catania and Siracusa |

Ragusa

Messina Palermo and Trapani Sicily

Citrus and jucies 5
Confectoniery
Dairy

Oil

Wine

Fish

Roasting

Bread and pasta
Biological
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Other

Total number of companies

—_ A = RN N = = O = W

N
W

SN O AN O O B~

—
O

4 6 16
13
11
3

10

13

SN === O O = NN
—_ = O R N = O N NN

,_.
~
[o8)
S

88

Source: Ns elaborations

Table 2
Forecast future by the companies interviewed turnover

Provinces Catania and Siracusa

Ragusa

Messina Palermo and Trapani

In- Will be | Will In-
crease | stable | reduce | crease

The turnover
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Table 3

Internalization of the companies surveyed

Palermo and Trapani

None

Low
1-39%

Aver-

age
40-79%

High >

80%

Messina

None

Low

1-39%

Aver-

age
40-79%

High >

80%

Ragusa

None

Low

1-39%

Aver-

age
40-79%

High >

80%

Catania and Siracusa

None

Low

1-39%

Aver-

age
40-79%

High >

80%

Provinces

Internalization

Citrus and jucies

Confectioniery

Dairy
Oil

Wine

Fish

Roasting

Bread and pasta

Biological

Preserves

Other

Total
Source: Ns elaborations

10

10

10

Results and Discussion

The behavior of the companies involved in our research
can be studied by referring to some of the schemes proposed
by the economic-business literature. A reference framework
for companies of agro-food products called to develop a
competitive strategy that in the long term may be sustain-
able, is the analysis scheme of Porter (1985). The author
identifies the sources of competitive advantage in two fac-
tors: the value created and the production costs. However,
these factors must be recognized by the market and by the
customers in order to be considered as distinctive capabili-
ties of the companies. The competitive strategy also implies
that the company should define the nature and breadth of the
market (Sharma et al., 2017). The basic competitive strate-
gies illustrate the different options by combining the market
environment with the sources of competitive advantage. A
cost leadership strategy is configured as an exclusive pre-
rogative for the large agro-food companies able to achieve
economies of scale. Instead, the strategy of differentiation
appears to be achievable even by small businesses, if they
can differentiate their offer on the basis of quality (Goretov
et al., 2015; Zarba et al., 2015). However, small businesses
seem able to better express their distinctive capabilities by
operating above all on a more limited market, also in terms
of geographical size. In this case, the strategy must be asso-
ciated with the offer of a greater benefit for the consumer and
perceived as such by the consumer. This perspective appears
to be possible on the basis of the enhancement of the chem-
ical-physical and organoleptic quality of the product and on
the symbolic quality linked to the socio-cultural and envi-
ronmental specificities of the territory of origin (Schimmenti
et al., 2014; Lanfranchi et al., 2015; Selvaggi et al., 2017).

Conclusions

In a global market, agro-food innovation becomes a
fundamental element for the development and growth of
a company. But the introduction of innovations cannot be
separated from the implications related to the differentiation
of agricultural or agro-food products or to the improvement
of the quality of the product. Italian agriculture cannot base
its competitiveness by using mass products, through the so-
called commodities, because the high production costs and
agricultural raw materials determine equally high and there-
fore not very competitive consumer prices. Italian agricultur-
al and agro-food companies in order to compete on the mar-
kets must conveniently focus on differentiated productions.
Examples are organic products and certified products linked
to a specific processing method. The typical food production
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has characteristics related to different factors such as terri-
tory, origin, cultural traditions, productive economic fabric;
raw materials used and adopted production process. From
the territory and its traditions springs the value of the typical
product that contributes to create added value and creates
a competitive advantage over other competing companies
in the community. This research has followed the model
of Vazquez-Barquero to interpret the strategies of firms
interviewed in Sicily. It should be noted that firms adopt a
strategy of high segmentation, strengthen their competitive
position and maximize profit long-term (Dudin et al., 2015;
Tudisca et al., 2015). Companies surveyed in this research
show that for all Sicilian provinces seems to prevail a market
strategy of an innovative nature. In particular, it is noted that:
almost all entrepreneurs interviewed, to be competitive, they
prefer to improve the quality of the product, rather than re-
duce production costs; the level of internalization is strongly
influenced by the type of production; the entrepreneurs inter-
viewed consider obstacles to development: the lack of infra-
structure, lack of human capital and the high cost of credit,
the new generation of entrepreneurs often use the tax and
financial benefits offered by the law.
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