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Abstract

The Italian wine companies has a low tendencggen the capital to external partners, just
the reverse of what happens time international wine business scenario. Our purpose is
clearing if a capital structure opeh# third partners is a necessary condition to an efficient
presence on the global market. Also we tryind the internal and é&rnal condition needed

for the capital widening.

The literary review reflect the main theme oe ttorporate capital management in the wine
business. Then, utilizing several databases,awalysed the financial statements and the
market value of the companies listed in therinational stock exchanges whose activities are
mainly in the wine industry. Also we studigde financial data of the main Italian wine
companies divided in four groups based on the different level of sales turnover. On the base
of several patrimonial, economical, financial icetior we compare the two subject of analysis

in order to highlight analogies and differenaeshe corporate capital managerial behaviour.



We have analysed the two different clusters and we noticed some relevant common features
that may explain the profitability, the growdnd the corporate value of the firms which
operate in the wine industry.

These results may support to forecast the éxwiwof the wine indusyrat a local and global

level and to design the guidelinesthe future strategies for the wine companies that really
want to achieve, improve or consolidate their competitive advantages and their financial

performances.

Keywords: wine business, gldlzation, corporate vie, market value, family business,
corporate capital, external partners

Track number: 52. Wine business and globalization.

1. Introduction

Introducing our work, we’'d like to highlighthe main important dimension of the
international market: production and consumption.

As described by the OIV, in the 2008 wipeoduction has been estimated at 267.8 million
hectolitres, up 0.6% on the 266.1 million hectekt recorded in 2007. The highest level
recorded since 1997, has been produced in 2004, when the hectolitres were 296.6 million.
Estimates for 2009 suggest wine production will be virtually identicéldabof the previous
year, with the average estimate being 268an hectolitres, ranging from a high of 273.1
million to a low of 262.8 million hectolitres.Some 60% of production is carried out in
European Union countries. Italy is the leagliproducer, with a market share of 17.5% of
world production and 29.5% of Europearoguction, followed by France (with 15.5% and
26.1% respectively) and Spal.5% and 22.7%). The main n&uropean producers are the
United States (with 7.2% of global productipm)ich in 2008 reported a downturn of 2.7%
(estimates for 2009 suggest a 6.6% incredstipwed by Argentina §.5% of world total),
which between 2006 and 2008 recorded consisteleityeasing volumes (with a further 5.3%
reduction estimated for 2009), and Australiatifwa share of 4.6%), where volumes were
stable until 2006, fell by 33% in 2007 becawsdahe draught, grew by 29.3% in 2008 and
then fell again by approx. 6% in 2009; whis®uth Africa was stable (with 3.8%), having
exceeded 10 million hectolitres of production in 2@@8timates in the last year suggest this
will fall slightly to just under this threshd). Total EU production declined again in 2008,
from 176.8 million hectolitres in 2006 ardé1.3 million in 2007 to 159.5 million hectolitres,



with estimates for 2009 suggieng output of 160.6 million Hoeoliters, up 0.7% on the
previous year. Italian wine production in 20@8alled 47 million hectolitres, up around 2.2%
on 2007. The output for 2009 is estimated bg @IV to be around 3% lower than the
preceding harvest. Again for 2008, the valudtalian wine produced (at production prices)
may be estimated at €9bn, and apparent consumption at €5.8bn (Mediobanca 2010).

With the effect of the wodwide economic downturn, the gldd®-member EU consumption
shows a significant decrease betwe2dD8 and 2009 (-5.8 Miohl, i.e -4.6% / 2008),
considering that this decrease was alreadyrappa the second hatif 2008 (-2.3 Miohl, or

- 1.8% / 2007).

Therefore, countries that alastorically big producers andonsumers have intensified the
reduction of their consumption anelcord, in a first analysis, a significant reduction in terms
of demand: -1,7 Miohl in Italy, -1,5 Miohl i&pain, -0,9 Miohl in France between 2008 and
20009.

The downturn also affects demand from someorting countries, the first of which are
Germany (-0.5 Miohl / 2008) and the United Kingud¢-0.8 Miohl); these countries therefore
no longer have the effect of compensating, gevanially as in the past, the downward trend
observed in countries that araditionally wine producers.

In a first analysis, the consumption in the-member EU should show a decrease for 2009 to
reach 120.2 Miohl vs 126.0 Miolnt 2008 and 128.3 Miohl in 2007.

Outside the 15-member EU, for mtored countries, the effects of the downturn are also felt
except, according to a first alysis, in a limited number afountries such as Switzerland,
Australia or the Czech Republic, given that far tivo latter countries, the recent evolution in
demand showed a markedotution during the year.

And so in the USA, (aftea slight decrease alemand between 2007 and 2008 which slowed
down the upward trend in north American dewhand which lead the USA to become the
second largest inside market in 200l should be notethat this increaswas, with that of
China and Russia, the main engine of the gravfttvorld demand) a ffst analysis showed a
relatively important decrease estimated toehé& Miohl betweer2008 and 2009,. i.e. -2.5%.
Despite the fact that the New-Zealand constimnpmaintains a high level and is only slightly
eroded, and that the Brazilian consumption reached in 2009 its 2007 levels, significant
demand reductions have also been recordedtgentina (-0.4 Miohland in South Africa (-
0.15 Miohl) (OlV, 2010).



In this market full of numerous players, global, where compete business models completely
different, we try to understand, nowadaysitch one is the most performer on the
international context.
We focus our research on three level of analysis:

= At a firm specific level around the a@f the company we considered;

= At the industry specific level around the corporate capital structure;

= At the national level arounthe relation between the “Olénd the “New World” of

wine companies.

As a corollary of these, we try to understand what role can play Italian wineries on the present

scenario.

2. Literary Review

2.1 The open of corporate capital

The wine sector includes a large varianoecompany types ranging from large global
corporations to small family-owned and -ogedhfirms. Each type must content with a
product, which takes a large amount of fixedeis and a long time period to develop in the
sense of starting a vineyard and producing @ogkibly aging wine. Investment and financial
strategies thus are of crucial importance mwhne industry for each type of business (@tth
al., 2007). Also the access to financing and ¢tsst is a fundamental dimension of
international competition in the wine industirom the supply side of financial resources,
the opening to external finaneas crucial in the value eation process (Viviani, 2008).

The financial structure of the companies iseied a distinctive factor between the wines of
Old and the New World (Sautpand Tanguy, 2002). Relativegmall family companies of
the traditional producer countries face the maliionals of the New World which have access
to the various financial resources offered byitedpnarkets and banks. This easier access to
the financial resources is a considerablerse of competitive advantage for the wine
companies of the New World. The “size questiaround capital structure is supported by
several theoretical reasons. Smaller firms may find it relatively more costly to resolve
informational asymmetries with lenders and ficrs, which discouragebke use of outside
financing (Chung, 1993; Grinblatt and Titman, 1988 should increase preference of
smaller firms for equity relatevto debt (Rajan and Zingalek995). However, this problem

may be mitigated with the use of shomrtedebt (Titman and Wessels, 1988). Relative



bankruptcy costs and probability of bankrupt@rger firms are more diversified and fail less
often) are an inverse function of firm size (\War, 1977; Ang et al., B2; Pettit and Singer,
1985; Titman and Wessels, 1988). A further redsorsmaller firms to have lower leverage
ratios is that smaller firms are more likelylde liquidated when thegre in financial distress
(Ozkan, 1996).

In order to clarify our research, weorentrate our attention on the increasing
“financialization” - describé as a process in which fimaial value (shareholder value
maximization) become the leading institutioaald organizational criteria for firms listed in
stock markets (Coelho and Rastoin, 2006nd ¢he relation with the performance on the
world wide markets. Considering all thespexs, we formulatthe first hypothesis:

H1: an open corporate capital to new shareholders’ equity influences positively the company

performance

2.2 The “New World” and the “Old World”

The wine business has been dominated throogst of the 20th centy by Western Europe;
France, Spain, Italy, Portugal and Germany atallysindicated as the “Old World”. We can
affirm this considering different aspects: first of all these countries accounted for the majority
of grapes and wines producedetih most of the consumption svalso concentrated in these
markets, where wine was widely considered asmaplement to ordinary meals or part of the
traditional way of life. The rise of thatommon known as “New World” wine countries,
Australia, USA, Chile, Argentina, South Add, and New Zealand, changed the dominant
wine drinking model. Nowadays we camdi quality wine produced in such unexpected
places as Cuba, Norway, Virginia, Canada,Gfiina, though the vast majority of their
production is still sold domestically (Orét al, 2007).

In many of these new producing countriespszamers are discoveringine as new product
and adopting new ways of drinking. Thudthough wine appears to become a *global
product”, there are important cultural diffeie@s underlying the business model, but also the
evaluation of the performance tife wine supply chain inaeh country. Wine producers are
both consolidating and becoming a part of glbboperating alcoholic beverages giants or
luxury corporations. Constellah Brands and LVMH (Moe 'Hennessy Louis Vuitton) are
the two largest companies involved in the ¢radth Fosters Wine Estates and Pernod Ricard
following close behind. One of the largest&E. Gallo Winery, is 8ll privately owned.
These companies are large enough to exertidenable negotiating posv with retailers

while smaller wineries find itncreasingly difficult to gain shelf space. In many countries,



particularly in Europe (France, Italy, and Germany) a largeesbf the windusiness is run
by cooperative organizations; n& growers have developedphisticated administrative
structures for controlling collaborativgrape growing and we making, and these
organizations compete on world markets with ifgrhusinesses as well as corporate giants.
The strong links that cooperativieave with local sitations and their pacular, participatory
governance system raises thesjiom of their relative compeitieness and performance, and
their impact on regional policy making.

Considering all of these aspeais formulate the following hypothesis:

H2: National variables influence compapgrformances (Old vs. New World).

2.3 Do the oldest wineries perfn better than the newest ones?

The time a wine company has been spending on the markets and its age are important
parameters that can explaits performances (Maurel, 2009). When we consider the
experience, we refers to two elements. Fifstn overall experience is the age of the
company, assessed through its dafteestablishment or theumber of years since it was
created. Indeed, older companies are guided by an agricultural and wine-growing tradition
which can be seen as an obstacle to theemehtation of new business model (Mjocchi et al,
2005).

This is important also undea financial point of view: th longer a company has been
servicing its loan, the more likely the busseeis viable and its owner trustworthy. In
conseqguence, the durationtbé relation between a compaaryd the banking system reduces
information asymmetries between companies and banks (Viviani, 2008).

H3: maturity as a positive association with performance.

3. Resear ch M ethodology

3.1 Samples selection
In order to verify our researdiypothesis, we individuate the firmthat represent the object
of our analysis in the following way. The sampiade on the Italianrfins, it's settled by 139

companies. 13 of these have the jurididatm of a cooperative and represent the 23,91% of

1 We use the following database: ISTAT, Banca dati dei biriA, Ufficio Studi MedioBnca, Federvini, Reuters.
*These include three of the five mimsportant cooperatives for sales volun@tV, Mezzacorona and Cavit. This does not
include cooperatives and CAVIRO CantRieinite & CIV which together have a haver in 2008 amounted to 423 ml. euro.



the complete aggregate in terms of turnovee dther 123 have the S.p.A. and S.r.l. juridical
form and they represent the remaining 76,09%.

Although it is not possible to have accurate @aomprehensive data talian wine producers
because of the strong fragmentation of thetae the 139 companies selected represent a
significant sample in terms of revwee share (3.802 billion euro in 20D8The sample is
sufficiently represented by a dimensional paifitview being made, according to the EU
classification, from 22 large companies, 53 medium-sized companies and 64 micro and small
enterprise$

If we consider the size classificatiproposed by the Ufficio Studi Mediobancthe sample

is divided in 80 small firms and 59 medium-sizeaterprises. In Table 1 we show the two

proposed groups with relative abundanceemms of observations and turnover rate.

Table 1 — Italian sample 2008

UE class. Uff. St. MedioBanca class.
N % Reven. N % Reven.
Micro and Small 64 8,70 80 13,83
Medium 53 32,63 59 86,17
Medium-Big* - -
Big 22 58,67

Note: * the medium and big class refers to the Mediobanca classification

The sample of listed companies i€ 56 the 57 international corapies operating in the June

30, 2009 on stock markets worldwide. None dfiese are listed on the Milan Stock
Exchange. In 2008 the sample contamsotal turnoverof 9.667 billion eur® From a
dimensional point of view, according to EU, therre 10 small companies (0.6% of sales), 18
medium-sized  companies (4.3% of sales) and 28 large companies
(95.1%turnover). According to Mediobanca wibhlave 15 small companies (1.29% of sales),
35 medium (38.60% of sales), 5 mediuangle (23.79% of sales) and 1 lat{86, 32% of

®The Mediobanca study on the first 99 Italian wine fireyort an aggregate revenue of 4,158 billion of euros.

“The EU classification includes: those largompanies with a turnover exceedingCeuro, those medium-sized businesses

with a turnover between 10 and 50 ml. euro, those smalhd&sses with revenues ofs¢ethan 10 ml. euro and micro
enterprises and those with sales less than 2 ml. euro.

*The size classification proposed by the Ufficio Studi Mediobprmédes: those small businesseith turnover of less than

15 ml. euro, those medium-sized enterprises between 15 and 330 ml. euro, medium and large ones between 330 and 3,300
ml. euro and those with large sales exceeding 3,000 ml. euro.

®We exclude from the sampling the Foster's(@r for the non-availability of the balance sheet.

"Both for listed companies of the international sample and the Italian companies we @uhsiebudget available within

the first six months of 2009. Because most of the companies close their balance on the 31th of December 2008 we consider
the sample as the year 2008.

8 The financial statements of EU non-eureahave been converted into euro & éxchange rate of the balance sheet date

or the next one if not available the first.

°It is Constellation Brands, whicfor the year ended on the"™8f February 2009 had total revenue for 3.509 billion euro.



sales). At the present state of research isyabpossible to ponder theeight of turnover in
the wine segment of each listed company. WAfgicipate that this could be a future
development of research to be exploredTable 2 we report thewo groups proposed (EU

and Mediobanca) with relative abundancéeirms of observatiorsnd turnover rate.

Table 2 — Listed sample 2008

UE class. Uff. St. Mediobanca class.
N % Reven. N % Reven.
Micro e Small 10 0,6 15 1,29
Medium 18 4,3 35 38,60
Medium-Big* - - 5 23,79
Big 28 95,1 1 36,32

Note: * the medium and big class refers to the Mediobanca classification

For the purposes of our analysis we considerpitevailing Europeanze classification that
allows us to disaggregate the sample iol@sses more significant from a standpoint of
number of observations investigated, fafarly with reference to the Italian
champion. However, there are cmlggations that catake advantage of the breakdown used

by Mediobanca.

3.2 Variables
In order to test our research hyipeses, we selectedsat of relevant vaables related to the
performance of the companies surveyed amr thnancial structureand assets. We then
considered the companies’ year of establishnaew if they are partpr not, of the “Old
World".
Literature provides different measuring systems of the companies performance. In theory,
these indicators can be summarized in (Cagok., 2006):

- Accounting measurements (utiliziagcounting and financial data);

- Market measurements (utilizirata deriving from the market);

- Mixed measurements (lizing both typologies).
For the purposes of this investigation we use the determinant of the first set of
indicators. Thus for each company of theotwamples the main economic indicators of
profitability generally acceptedn the literature were caltated: the ROI (return on
investment), ROS (return on sales), the GMOs (gross margin on sales), ROE (return on
equity), CT (capital turnover), and revengeowth. To assess the financial structure and
assets of the company we chosen to calculaetotal liabilities to equity ratio. Again, the

literature agrees on the significance of suchxndeorder to correlatéhe financial structure



of a company with its performané®lodigliani and Miller, 1958; Fischeat al, 1989; Cheng,
2009).

With reference to the variable year of egbhent, the international literature documenting
the importance of experience as a resource taexperformance differentials. The effect of
experience plays a crucial rolethe organizational level in tip RBV (March 1991), as part

of the internationalization strategies (Vdund Lin, 2010; Camison and Villar-Lopez, 2010)
and studies on the transitionngeation (MkGiven, 1968; Chira; 2008). The choice of the
variable in question is therefore instrumental to the verification of the third research
hypothesis or whether the effeat experience plays a signifidarole in the confrontation
between business models and multi-national models. In particular, we segmented the sample
firms into three groups according to whetbenot to fall before the year 1965, between 1966
and 1985 and from 1986 onwards.

In recent years, the wine market has changedibdd#rms of demand and supply. The effects
of globalization have not only led to the emence of the New World producers from
countries that have rapidly accomplished at @erivational level. For this reason, as the last
feature of listed companies wave considered the internatibm@embership to - or not - the

Old World as a possible discriminating corate performance (Banks and Overton, 2010,
Hussain et al., 2007).

4. Results

From an initial comparison of the results (tables 3, 4 and 5) emerges as the year 2008 has

been the hardest for the Italian companies.

Table 3 — Descriptive statistic: Italian sample

N Mean St.Dev. Median Min Max Sum
Revenues 2008nigl. of €) 139 27.353 41.590 110.87 1.578 281.321 3.802.074
Revenues (3 years weighted mean) 139 27.004 41.870 11.694 1.688.484 3.753.549
Revenues (3 years mean) 139 26.598 41.617 11.883 1.7@81.562 3.697.133
ROI 2008(%) 139 5,21 8,08 4,12 -40,99 40,56
ROI (3 years weighted mean) 139 7,98 18,24 4,76 -18,19 199,07
ROI (3 years mean) 139 9,78 32,25 5,01 -10,57 374,10
ROS 2008%) 139 3,19 10,88 3,37 -92,85 23,89
ROS(3 yearsweightedmean) 139 4,49 7,70 3,58 -41,89 24,52
ROS(3 yearsmean) 139 4,96 6,97 4,03 -25,01 25,61
GMOS2008(%) 139 40,14 16,31 37,49 -7,75 95,19
GMOS (3 years weighted mean) 139 40,68 15,57 38,83 11,55 93,64
GMOS (3 yearsmean) 139 40,93 15,47 38,69 11,38 93,37
ROE 2008 (%) 139 -2,23 30,80 1,02 -274,37 27,41
ROE (3 years weighted mean) 139 0,99 17,78 1,85 -135,40 36,12

ROE (3 years mean) 139 2,34 13,90 2,56 -88,57 41,14



CT 2008

CT (3 years weighted mean)
CT (3 yearsmean)

Revenues grow.’08-'07 (%)

Revenues (3 years weighted mean)

Revenuegrow. (3 yearsmean)

139 1,33 1,12 1,03 0,09 7,82
139 1,71 3,85 111 0,10 44,84
139 2,03 7,25 1,07 0,10 85,89
139 2,25 15,45 -0,41 -27,96 62,57
139 6,29 9,66 4,63 -8,15 34,00
139 6,71 8,01 5,61 -13,62 28,93

Table 4 — Descriptive statistic: Italiasample (dimensional groups — Mediobanca

classification 2008)

N M ean St. Dev. Median Min M ax

Small 80

Revenues 2008 (migl. of €) 80 6.572 3.497 6.008 1.578 14.491

Revenues (3 years mean) 80 6.646 3.530 6.097 1.702 15.191

ROI 2008 (%) 80 3,51 7,69 3,55  -40,99 30,55

ROI (3 years mean) 80 10,42 41,96 4,45 -10,57 374,10

ROS 2008 (%) 80 1,72 12,96 2,83 -92,85 14,64

ROS (3 years mean) 80 3,98 7,02 4,00 -25,01 17,24

GMOS 2008 (%) 80 42,57 17,92 41,07 -7,75 95,19

GMOS (3 years mean) 80 43,60 16,42 42,23 11,38 93,37

ROE 2008 (%) 80 -3,87 24,78 0,20 -155,89 27,41

ROE (3 years mean) 80 0,78 12,49 0,83 -53,12 41,14

CT 2008 80 0,96 0,63 0,75 0,09 2,93

CT (3 years mean) 80 2,11 9,51 0,82 0,10 85,89

Medium 59

Revenues 2008 (migl. of €) 59 55.531 51.919 38.922 15.355 281.321

Revenues (3 years mean) 59 53.652 53.011 34.970 15.692 281.562

ROI 2008 (%) 59 7,53 8,08 5,34 -3,91 40,56

ROI (3 years mean) 59 8,91 8,66 5,54 -2,18 40,51

ROS 2008 (%) 59 5,18 6,75 3,56 -19,21 23,89

ROS (3 years mean) 59 6,29 6,73 4,03 -4,01 25,61

GMOS 2008 (%) 59 36,85 13,29 35,28 11,11 71,07

GMOS (3 years mean) 59 37,32 13,40 36,12 11,91 71,13

ROE 2008 (%) 59 0,00 37,57 3,60 -274,37 25,87

ROE (3 years mean) 59 4,47 15,46 5,01 -88,57 29,22

CT 2008 59 1,84 1,40 1,66 0,37 7,82

CT (3 years mean) 59 1,93 1,40 1,80 0,39 7,50

Note: TOT N = 139
Table 5 — Descriptive statisti Listed companies sample

N M ean St. Dev. Median Min M ax

Revenues 2008nigl. of €)* 56 172.627 476.720 47.785 1.051 3.509.944
ROI 2008(%) 56 8,33 21,23 9,50 -74,13 61,11
ROI (3 years mean) 56 6,80 30,80 9,80 -138,77 59,51
ROS 2008%) 56 6,55 20,10 7,55 -73,12 47,59
ROS (3 years mean) 56 4,20 25,86 7,30 -89,21 47,92
GMOS2008(%) 56 41,80 19,51 40,08 7,44 100,00
GMOS (3 years mean) 56 41,51 19,98 39,84 7,16 100,00
ROE 2008 (%) 56 2,22 17,44 4,74 -74,13 35,17
ROE (3 years mean) 56 1,04 23,54 6,96 -93,37 28,85
CT 2008 56 2,15 5,19 1,11 0,21 39,22
CT (3 years mean) 56 2,12 3,80 1,22 0,20 28,20
Revenues grow.’08-'07 (%) 56 23,01 76,15 3,05 -23,69 389,82
Revenues grow. (3 years mean) 56 17,12 26,89 7,14 -10,32 118,82

Note: Totale revenues 2008: 9.667.113.000



These record an average ROI of 5.21% coegbavith 8, 33% of listed companies. However

if we consider the last three years availale, can highlight the best performance for the
national sample in terms of profitability. In fagtove to be most efficient in terms of ROI
(9.78% versus 6.80% of international), anderms of ROE (2.34%ersus 2.22%) and ROS
(4.96% vs. 4 , 20%). Revenue growth is instieai@vour of listed companies. These recorded

an average growth of 17.12%wver the three years compared to only 6.71% of Italian
companies. The result can be interpreted inrsgéwveays, none of thesmn be considered as
definitively exhaustive. Certainly we need toghlight that in the sample are present
international players from the New World, whignd to have very high growth rates because

of the starting level of their business is lovilean the other competitors. Another key that
suggest and still requires further study wouldtbesee that Italian copanies to remain at

lower production levels, but higher value added. While multinational companies need to
address issues of standardiza and adaptation to compete on different markets (Vrontis et
al., 2009), smaller firms can better exploit thebility to differentiate into niche markets
where quality is still a crucial source of costitive advantage (Mattiagc2000) even if it is

right to note that in some cases, the enhanceafdhe production arsamay appear more as

a defensive strategy that a deliberate and ongoing strategy process in the face of growing
international competition (Zanni, 2004). If we operate the same comparison by dividing the
sample into size classes (table 6 and table 7), we see that over three years for small and
medium-sized Italian companies on averguaforms better than companies listed in

operational terms.



Table 6 — Descriptive statistic: Italian sarg(dimensional groups- UE classification 2008)

Micro

Revenues 2008 (migl. of €)
Revenues (3 years mean)
ROI 2008 (%)

ROI (3 years mean)

ROS 2008 (%)

ROS (3 years mean)
GMOS 2008 (%)

GMOS (3 years mean)
ROE 2008 (%)

ROE (3 years mean)

CT 2008

CT (3 years mean)

Small

Revenues 2008 (migl. of €)
Revenues (3 years mean)
ROI 2008 (%)

ROI (3 years mean)

ROS 2008 (%)

ROS (3 years mean)
GMOS 2008 (%)

GMOS (3 years mean)
ROE 2008 (%)

ROE (3 years mean)

CT 2008

CT (3 years mean)

Medium

Revenues 2008 (migl. of €)
Revenues (3 years mean)
ROI 2008 (%)

ROI (3 years mean)

ROS 2008 (%)

ROS (3 years mean)
GMOS 2008 (%)

GMOS (3 years mean)
ROE 2008 (%)

ROE (3 years mean)

CT 2008

CT (3 years mean)

Big

Revenues 2008 (migl. of €)
Revenues (3 years mean)
ROI 2008 (%)

ROI (3 years mean)

ROS 2008 (%)

ROS (3 years mean)
GMOS 2008 (%)

GMOS (3 years mean)
ROE 2008 (%)

ROE (3 years mean)

CT 2008

CT (3 years mean)

N

60
60
60
60
60
60
60
60
60
60
60
60
60

53
53
53
53
53
53
53
53
53
53
53
53
53

22
22
22
22
22
22
22
22
22
22
22
22
22

M ean

1.814
1.970
3,53
4,18
4,97
6,24
49,53
49,58
0,48
1,20
0,49
0,54

5.393
5.449
4,11
6,39
2,72
4,25
43,51
44,18
-2,69
1,62
0,92
1,03

23.405
22.975
5,83
14,79
2,46
4,78
36,60
37,65
-4,94
1,68
1,75
3,46

101.397
98.257
7,04
7,99
5,87
7,12
37,79
38,42
5,07
6,13
1,59
1,58

St. Dev.

194
221
3,69
3,69
7,58
7,34
22,90
24,98
4,64
1,74
0,18
0,18

2.067
2.064
6,43
8,87
7,88
6,59
17,29
16,43
20,00
11,69
0,62
0,72

10.968
10.290
9,58
50,91
14,79
7,10
15,11
13,76
44,70
17,80
1,17
11,60

61.418
65.634
8,67
9,40
6,55
7,60
13,46
13,38
9,04
9,10
1,62
1,46

Median Min M ax
1.844 1.578 1.989
1.991 1.702 2.197
4,50 -1,39 6,53
4,51 -0,62 8,33
6,01 -5,13 13,00
5,69 -2,17 15,75
41,46 32,32 82,87
44,13 25,49 84,57
1,51 -6,03 4,92
0,72 -0,33 3,71
0,51 0,25 0,68
0,55 0,31 0,74
5.113 2.285 9.359
5.132 2.249 9.222
3,37 -9,41 30,55
4,29 -5,39 49,35
2,83 -30,51 14,64
4,00 -24,90 17,24
41,92 11,63 95,19
42,51 11,38 93,37
0,12 -107,65 27,41
1,02 -53,12 41,14
0,74 0,09 2,93
0,81 0,10 3,88
20.713 10.201 48.302
22.066 9.541 46.695
5,55 -40,99 40,56
5,79 -10,57 374,10
3,19 -92,85 23,89
3,71 -25,01 25,61
37,13 -7,75 73,59
36,16 11,91 73,91
2,62 -274,37 21,50
3,73 -88,57 29,22
1,66 0,38 6,32
1,75 0,39 85,89
82.609 52.804 281.321
70.222 47.192 281.562
4,04 -3,91 37,89
4,94 -2,18 40,51
3,72 -1,90 22,16
5,40 -1,40 25,59
32,89 20,75 71,07
34,62 21,62 71,13
3,83 -17,27 25,87
5,40 -19,08 24,83
1,43 0,37 7,82
1,36 0,43 7,23

Note: TOT N =139



Table 7 — Descriptive statistic: Listed samgtdmensional groups- UE classification 2008)

N M ean St. Dev. Median Min M ax
Small 10
Revenues 2008 (migl. of €) 10 5.810 3.253 6.213 1.051 9.849
ROI 2008 (%) 10 -13,76 28,69 -3,30 -74,13 13,82
ROI (3 years mean) 10 -32,54 50,26 -12,98 -138,77 21,97
ROS 2008 (%) 10 -12,51 35,13 -5,89 -73,12 32,40
ROS (3 years mean) 10 -27,62 43,91 -16,94 -89,21 26,95
GMOS 2008 (%) 10 33,24 16,50 34,61 7,67 65,37
GMOS (3 years mean) 10 32,59 16,98 27,56 17,45 73,10
ROE 2008 (%) 10 -13,77 27,77 1,23 -74,13 11,22
ROE (3 years mean) 10 -29,04 39,55 -12,52 -93,37 18,59
CT 2008 10 0,86 0,73 0,58 0,27 2,61
CT (3 years mean) 10 1,26 1,62 0,69 0,30 5,46
Medium 18
Revenues 2008 (migl. of €) 18 23.204 9.440 21.470 11.532 42.620
ROI 2008 (%) 18 8,26 16,48 8,71 -15,62 61,11
ROI (3 years mean) 18 9,24 14,57 9,18 -25,08 43,07
ROS 2008 (%) 18 9,49 14,47 6,55 -16,64 47,59
ROS (3 years mean) 18 9,26 16,31 7,56 -28,02 47,92
GMOS 2008 (%) 18 46,54 26,43 42,50 7,44 100,00
GMOS (3 years mean) 18 46,58 26,60 44,61 7,16 100,00
ROE 2008 (%) 18 1,58 11,19 4,14 -26,00 22,22
ROE (3 years mean) 18 2,04 12,22 4,99 -34,02 18,05
CT 2008 18 3,22 9,02 0,82 0,21 39,22
CT (3 years mean) 18 2,68 6,42 0,84 0,20 28,20
Big 28
Revenues 2008 (migl. of €) 28 328.262 642.317 170.570 52.950 3.509.944
ROI 2008 (%) 28 16,26 15,05 15,08 -15,44 46,25
ROI (3 years mean) 28 19,27 14,79 16,12 -3,06 59,51
ROS 2008 (%) 28 11,47 10,69 8,14 -7,30 34,07
ROS (3 years mean) 28 12,31 9,59 10,33 -3,29 33,59
GMOS 2008 (%) 28 41,82 14,24 39,96 20,04 74,02
GMOS (3 years mean) 28 41,44 15,00 38,93 16,84 74,42
ROE 2008 (%) 28 8,35 12,24 10,99 -22,17 35,17
ROE (3 years mean) 28 11,14 8,47 11,51 -1,98 28,85
CT 2008 28 1,93 1,44 1,38 0,28 6,02
CT (3 years mean) 28 2,07 1,46 1,52 0,29 5,78

Note: TOT N = 56

In particular, the medium-sized enterprisesorded a three-year average ROI of 14.79%, or

+5.55% in relation to listed companies. lontrast, the large listedompanies recorded an

ROI of 19.27%, up more than 11% comparedhe size-class Italian. In terms of overall

profitability (ROE) insead is that large international eaages were higher (2.04% versus
1.68% for medium, 11.14% against 6.13% for édrdhis can be partly explained by the

fiscal policies adopted by many Italian comigsn which tend to compress as much as

possible the overall profitability of the companyorder not to complicate the management of

corporate tax.



This first result seems to emerge is thatimess models with opeoapital stock are not
necessarily the most efficient compared ttiamal companies which are not present in the
stock markets. Globalization therefore appeaot to penalize companies in terms of
profitability of the natnal wine sector, while still critical in terms of market share. This
could also confirm the speafty of medium-sized Italian companies that can take a
leadership role in this sent although they have a smallzaiin opposite to the wider
international framewdsr (Varaldo et al. 2009).

To explore the theme of the opening of veatgapital and its relation to the company's
performance, we have also calculated tkarBon correlation between the variable ROI and
the Equity to Total Liabilities ratio, so that we can investigate whether there was any linear
relationship between weightuity and performance.

Table 8 — Equity to Total Liabilities rao (%): Italy Vs Rest of the World

2008 3 years mean 2008 3 years mean

Whole sample Italy (N = 139) Rest of the World (N = 56)
Mean 33,27 31,25 47,78 47,10
St. Dev. 19,92 19,39 18,73 19,01
Median 29,19 24,95 46,65 47,68
Min 2,14 1,63 3,14 5,83
Max 90,23 88,32 92,16 88,74
Small (UE class.) Italy (N = 60) Rest of theWorld (N = 9)*
Mean 32,59 30,66 53,85 48,61
St. Dev. 19,37 19,12 9,90 22,89
Median 28,94 26,81 58,46 58,78
Min 2,14 1,63 36,86 -6,98
Max 85,47 88,32 65,11 70,22
Medium (UE class.) Italy (N = 53) Rest of the World (N = 18)
Mean 32,21 30,05 48,53 47,71
St. Dev. 19,92 19,29 21,86 21,77
Median 27,64 23,40 45,89 47,79
Min 3,40 4,47 3,14 5,83
Max 83,28 80,86 92,16 88,74
Big (UE class) Italy (N = 22) Rest of theWorld (N = 28)
Mean 35,57 33,21 45,98 45,38
St. Dev. 19,54 19,20 18,90 19,15
Median 34,07 31,24 45,01 38,81
Min 10,82 9,17 15,76 13,73
Max 82,07 81,31 80,29 82,50
Medium-Big (MB class.) Italy (N = 59) Rest of theWorld (N = 41)
Mean 34,49 32,38 44,40 43,64
St. Dev. 21,10 20,38 18,87 18,95
Median 30,53 24,95 44,96 39,95
Min 3,40 4,47 3,14 5,83
Max 83,28 81,31 80,29 82,50
Mean 34,49 32,38 44,40 43,64

Note: One observation excluded because has revenues lower to 2 ml di €.



In table 8 we list the values of the Equity to Total Liabilities fafior companies in the two
samples investigated. As it was logical to expect the weight of equity is much higher for
companies listed. Nevertheless, the correftatisetween this ratio and the operating
performance was also statistigahon-significant with very low values between 0.17 and
0.22, considering both the entire sample and each class size, and supporting the hypothesis
that the opening of capital seems not to betardening factor in increasing profitability of
companies in the wine sector.

H2. The results for the second research hygsit) or whether you can associate better
performance with companies belonging to thd @ New World, are summarized in table 9.

Table 9 — Descriptive statistitisted companies (Old/New World)

New World N M ean St. Dev. Median Min M ax
Revenues 2008nigl. of €) 31 221.914 632.802 36.310 1.051 3.509.944

ROI 2008(%) 31 5,21 23,08 9,50 -74,13 46,25
ROI (3 years mean) 31 -0,59 36,84 9,40 -138,77 43,66
ROI 2008 (%)* 28 9,83 15,43 10,25 -24,85 46,25
ROI (3 years mean)* 28 9,62 16,48 10,82 -38,36 43,66
ROS 2008%) 31 4,92 24,46 8,08 -73,12 47,59
ROS (3 years mean) 31 -0,24 32,70 7,95 -89,21 47,92
GMOS2008(%) 31 42,84 20,44 40,06 7,67 100,00
GMOS (3 years mean) 31 42,41 21,28 38,21 16,84 100,00
ROE 2008 (%) 31 1,04 20,51 4,96 -74,13 35,17
ROE (3 years mean) 31 -3,28 28,90 7,33 -93,37 27,75
CT 2008 31 1,22 0,94 0,89 0,21 4,73
CT (3 years mean) 31 1,41 1,27 0,90 0,20 5,46
Old World N M ean St. Dev. Median Min M ax
Revenues 2008nigl. Of €) 25 111.511 115.038 52.950 5.956 338.845
ROI 2008(%) 25 6,40 13,11 6,21 -34,02 28,85
ROI (3 years mean) 25 18,13 22,57 15,17 -29,44 94,48
ROS 2008%) 25 8,57 13,05 6,48 -16,64 30,52
ROS (3 years mean) 25 9,72 11,77 6,59 -17,43 30,25
GMOS2008(%) 25 40,51 18,63 40,10 7,44 82,98
GMOS (3 years mean) 25 40,40 18,60 40,97 7,16 84,70
ROE 2008 (%) 25 3,69 12,94 4,15 -26,00 22,77
ROE (3 years mean) 25 6,40 13,11 6,21 -34,02 28,85
CT 2008 25 3,31 7,63 1,29 0,31 39,22
CT (3 years mean) 25 3,01 5,44 1,77 0,30 28,20

Note:* Without 3 outliers

As you can see, apart from the GMOS, all taglors are in favour of companies in the Old
World. In particular, the ROI in the last #& years is higher for these companies (9.72%)
although in the sample of the New World, weclude three low performer outliers. We

10 Recall that: Equity to Total Liabilities ratio = 1 / (t +1) whe t is the degree of leverage or the ratio between debt and
equity. Under certain conditions, the degi&efinancial leverage is pd&/ely associated withwerall company profitability
(ROE). In our case the intention was rather to determine heinetompanies can rely on a greater stock of capital (typically
listed companies) also performs legetin operational terms (ROI).



underline that these firs results are far awayet@onsidered definitive and they are nowadays
the object on the scientific date (Banks and Overton, 2010)

H3. At last, in order to illustrate our third gearch hypothesis, (if experience in the wine
industry might help to explain differences performance between firms), we proceeded to
subdivide the two samples of firms by the yearfoundation in thre distinct time bands
(tables 10 and 11).

Table 10 — Descriptive static: Italian sample (year constitution groups)

N Mean St. Dev. Median Min M ax
< 1965 30
Revenues (3 years mean) 30 34.570 41.924 14.851 3.008 169.665
ROI (3 years mean) 30 4,53 4,76 4,45 -4,00 23,07
ROS (3 years mean) 30 3,31 3,57 3,03 -6,19 12,73
GMOS (3 years mean) 30 37,16 16,26 35,80 11,38 93,37
ROE (3 years mean) 30 1,99 7,74 2,16 -27,13 16,90
CT (3 years mean) 30 1,61 1,47 1,34 0,40 7,82
1966 - 1985 74
Revenues (3 years mean) 74 22.021 38.557 8.886 1.702 281.562
ROI (3 years mean) 74 11,17 43,41 4,88 -10,57 374,10
ROS (3 years mean) 74 4,53 8,22 4,03 -25,01 25,61
GMOS (3 years mean) 74 41,87 16,06 40,58 11,91 84,57
ROE (3 years mean) 74 -0,60 15,98 1,02 -88,57 24,83
CT (3 years mean) 74 2,37 9,88 1,00 0,10 85,89
1986 - 2008 35
Revenues (3 years mean) 35 29.443 47.208 15.692 2.098 269.915
ROI (3 years mean) 35 11,34 11,20 7,95 -1,25 49,35
ROS (3 years mean) 35 7,29 5,72 5,61 -2,50 25,59
GMOS (3 years mean) 35 42,19 13,28 39,83 20,49 69,74
ROE (3 years mean) 35 8,87 11,03 5,01 -10,25 41,14
CT (3 years mean) 35 1,63 1,41 1,24 0,39 7,50

Note: TOT N =139



Table 11 — Descriptive stigtic: listed sample (year constitution groups)

N M ean St. Dev. Median Min M ax
<1965 34
Revenues 2008 34 | 233.026 598.896 63.127 2.830 3.509.944
ROI (3 years mean) 34 11,13 22,47 9,80 -59,16 59,51
ROS (3 years mean) 34 3,12 24,52 5,85 -89,21 31,63
GMOS (3 years mean) 34 39,30 17,22 37,43 7,16 84,70
ROE (3 years mean) 34 2,88 18,42 5,82 -59,43 28,85
CT (3 years mean) 34 2,57 4,71 1,52 0,34 28,20
1966 - 1985 9
Revenues 2008 9 138.480 180.237 42.620 1.051 513.763
ROI (3 years mean) 9 4,24 36,29 14,69 -89,711 30,47
ROS (3 years mean) 9 4,99 35,49 13,36 -86,32 30,25
GMOS (3 years mean) 9 45,81 26,01 42,849 16,6P 91,51
ROE (3 years mean) 9 -0,35 32,72 9,61 -86,29 21,27
CT (3 years mean) 9 1,58 1,52 1,13 0,29 4,44
1986 - 2008 13
Revenues 2008 13 38.300 53.337 15.443 2.214 166.850
ROI (3 years mean) 13 -2,77 43,88 9,40 -138,77 43,66
ROS (3 years mean) 13 6,49 23,71 8,82 -37,86 47,92
GMOS (3 years mean) 13 44,32 22,93 40,8( 17,45 100,00
ROE (3 years mean) 13 -2,81 29,42 7,85 -93,37 22,57
CT (3 years mean) 13 1,32 1,49 0,78 0,20 5,46

Note: TOT N = 56

In terms of ROI companies listed on liga prevail if made before 1965 (11.13% vs.
4.53%). In both of the other two bands th&lian companies pesfm better (11.17% vs.
4.24% if made between 1966 and 1985, against 11:24P%% if created after 1985). Such a
result can be partly explaideby the fact that older arthe sample companies (listed
companies) were able to make better usacctimulated knowledge, especially comparing to
overseas markets. In contrast, the Italiarmganies, especially older ones, may have
encountered friction at both the jam in thealanism of replication and business generational
transition, and difficulties in the implementatiofh internationalization strategies (Camison
and Villar-Lopez, 2010). Further research shouipl@e the theme of theffect is tying it to

experience the typical problems of organizatiban to those of the internationalization
strategies.



5. Conclusions, limitations and futureresearch

The results of this initialxloratory research show that:

the creation of venture capitdbes not seem sufficient taain differential performance

in the wine sector;

- globalization of markets does not seem to peean terms of operating profitability the

medium-sized enterprisesrational level in comparison thi large global players;
- been a member of the Old World still seeamsin factor for companies that belong to it;

- the effect of experience seems to play a crucial role for the largest and more globalized

companies that have been operating in international markets for a long time;

- at the national level the analysis carried out wéference to the experience effect is that
Italian companies presecaritical issues related to several factors.

The analysis shows how different business ngdee national/global type of business and
the longevity of the company were not inffeient to explain performance differentials
between firms surveyed. At the national leikg study seems to confirm that there are firm
specific factors in describing the processesmterprise developmeriTunisini and Dalli,
2007, p. 24) and also att@mnational level the differences pmofitability does not appear to
be determined simply by obsed variables. Fute insights should then consider other
relevant firm-specific variableg) particular market variables du as brandingtrategies and
modalities of internationalization.

Finally we’d like to underline that same managerial implications emerge. First of all we must
consider the development of the business idensg the new comers on the global wine
scenario, e.g. the potential dingon of the Chinese market. How the biggest worldwide
producer will face this new challenge? How theyl develop their business model, and in
order to do this, how they will finance the new strategies?.

The analysis presents further limitations. Imtjgalar, the Italian national sampling is faced
with global and not with similar non-listed ropanies. This suggests the opportunity to
conduct comparative analysis between singuwauntries considering different business

models: listed vs. unlisted, non-family vs. family, etc..
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