. - : B - - ‘.:‘
i’ 'A/’é v
@

NATIONAL REPORT: ITALY

MAY 2018

Fabio Bartolini, Gianluca Brunori, Stefano Grando , Francesca Minarelli,
Paolo Prosperi, Meri Raggi, Davide Viaggi, Daniele VVergamini.

(authors ranked in alphabetical order)

University of Pisa and University of Bologna



¢CKA& LINRP2SOG KFa NBOSADGSR FdzyRa FTNRBY (G(KS 9! Qa | 2NAT 2y
Agreement No 635577. Responsibility for the information and views set out in this report lies entirely with the
authors.

Reproduction of the informain contained in this report is authorised provided that the source is

acknowledged.

t AOGdzNBE FNRByY(G LI 3ISY a{daAI N .SSia CAStRéx DAftSa {ly s
Alexandre Dulaunoy (Belgium)



Contents

EXECUTIVE SUMMARY. ...t e bbb e e e e 12
R [ 01 (0T U110 o O PO PP PPP P PPPPPPRPR 45
1.1 Dominant conditions and trends in the Italian Agriculture................cccvvvvveneeee. 46
2 Media Content ANAIYSIS.......ccceiiiiiiiieeerrrr e e e ——— 50
2.1 Regulatory and policy CONAItIONS........cccvviiiieeeeiii e 51
2.2 FaCOr CONILIONS ....ociiiiiiieiie ettt e e e e ns 53
2.3 Demand CONItIONS.........cuuriiieeiiiiie et eeees 55
2.4 Finance and risk management conditiQnS..............coooocciiiiiiiiiieiieer e, 58
2.5 Socieinstitutional CONAITIONS. .........coiiiiiiiiiee e 60
2.6 Sociedemographic CONAITIONS. .......uuuiiiiiiiieiie e e 62
2.7 Ecological CONAITIONS. ... e e e e e e e e 63
2.8 Technological CONAItIONS.........uuiiiiiiiiiiiiie e 64

3 ltalian Case Study A: The analysis of regulatory and market conditions for wine producers

T I E= o3 | PP 67
3.1 Case study INtrOAUCHIQN..........cceeeiiiie s e e e e e e e e e eeeeee 67
3.1.1  Vineyard area and wine production in Italy.............ccccoviiviieeieeniniiieneeenns 68
3.1.2 AN iNtroduCtioN T0 TUSCANY. .. ..uuuiieiiie e e e eeieieeeeeeirs s e e e e e e e e e e e e eerenae s 71
3.2 Policy and regulatory CONAItIONS...........ccceeiiiiiiiiiereiiiiieee e 73
3.2.1  The CAP through the various reforms of the wine CMO........................... 73
3.2.2  The National [giSIation.............oevrieiiiiiiiie e 17
3.2.3  The RegionNdEgiSIation..........ccuuviiiiiiiiiiiiee e 79
3.24 Rural development MEASUIES..........eeuiviiiiiiirieeeeeeee e e e e e e e 80
3.2.5  The architecture of the control systems and the roléd@QREF...................... 80

3.2.6  The role of Chambers of Commerce in the control and certification systei

3.2.7  The role of l0Cal CONSOIIA.........cueiiiiiiiiiiiee e 82
3.2.8  Organic wine legislation...............ccocoiiiiiiiiiiiiee e 82
3.3 MarKet CONAITIONS......coiiiiiiee ettt e e e s 84
3.3.1  The Tuscan wine producCtion.............cccccuiiiiiiieiiieiee e 84
3.3.2 Charactheristics of the supply chain...........cccccccoiiiiiie e, 88
3.3.3  Analysis of the demand..............oooiiiiiiiiiiee e 91
3.34 European and national standards for quality.........ccccceevviiiiieririiiciiiiinn! 93
3.35 ROl Of the EXPOIL.......eiiiiieii e 94



3.3.6 Financial sustainability and market risK..............cccccooviiiviiciiiiieeeeeceee, a5

3.4 Key CSP identified in the literature, media and interviews................ccccoeeeenn. 97
34.1 SWOT analysisthe wine Sector in TUSCANY...........ccvrvereeriiiieriieee e 97
3.4.2 Policy and regulatory conditions.............uueeeeeiiiiiieiiieeeeeeccccceveeee, 98
3.4.3 Market CONAItIONS..........eiiiiiiiiii e 98
3.4.4 Be independent to develop UNIQUENESS......ccvvvvvveieeeee e 100

3.45 Be bio as a lifestyle that contributes also to find new spaces on future markets

100
3.4.6 Role of the export and future governance of the sector.......................... 100
3.5 Wine Tuscanyfocus groups and WOrkShOp...........cc.uevveeiiiiiiieneeeiniiieeee e 101
3.5.1 Threats and Opportunities of the Tuscan wine production...................... 106
3.5.1.1 Demand CONAITIONS........cuuriieiiiiiiiieeeeaiiiieee e e st e s ainneeeee s 106
3.5.1.2  PrICE IBVEL...ciiiiiiiiiie 108
3.5.1.3 Technological INNOVALIQN. ..........cooiiiiiiiieiiiiii e 109
3.5.1.4 Market accessibility...........ccoooiiiiiiiii e 110
3.5.1.5 Market Dottlenecks..........ooooiiiiiiii 110

3516 ¢KS ySSR 2F aidlofS NBflFIlGA2yaKALIlr yR

3.5.1.7 The Export and intermediaries CONtaClS...........cccevvvvvvvviieniieeeeeneeeeenenns 112
3.5.1.8 ENVIronmMental fBIOIS. .......coiiuiiiiieeiiiiiiiee e 115
3.5.1.9 Regulation and POlCY.........ccceuiieeeiiiiiii e 116
3.5.1.10  ProduCtion fACIOIS.........uuvieieiiiiiiiiieeee et 117
3.5.1.11 Socio demographic Changes..............cceeeecciiriiiiiiiiier e 117
3.5.1.12 Availability of financial resources and credit.............ccccceveeeeeerreeenn.. 118
3.5.2 RESPONSE SIrALEGIES. .. .eeviiieiiiiiiiiee e 118
3.5.2.1 Inresponse to demand conditians.............ccccveieiiiiee e eereeeceeen 118
3.5.2.2 In response to technological Progress..........ccuvevveeiiiieeeeeesiiiieeee e 121
3.5.2.3 Inresponse to price Volatility...............cccoeo i, 121
3.5.2.4 In response to the increasing of bureaucracy............ccccccevivivinneeennnne 122
3.5.3  Summary of the questionnaires: adherence to the conditions and strategies
analyzed according to the participants in the workshap...........ccccccciiiriiiniinnnnne.n. 122
354 TRE TULUIE......eeii e 123
3.5.5  The development of Tuscan wine SCEeNALiQS..........cc.uuvveeeirieeerireeeeaeaaaann. 125
356 ! YRSNAGFYRAY3I gAYS LINPRAdZOSNBQ AyadAaAiddz
INEEIVIEWS). ...ttt ettt ettt e e e e e e e e et e e e e e e e e e e e e e e annnnreeeeeanes 129
357 Understy RAy3 6AYyS LINPRAdZOSNEQ .Ay.a.0.A.0820 A2y
3.6 Insights from the producer SUNVEY. A...........ouuiiiiiiiiieeeeeeceeeeeeeesn e e 133



3.6.1 g (g0T0 [STe3 £ T0] o TR 133

3.6.2  The analysis of sales channels: the results of sectian.B......................... 137
3.6.3  The characteristics of sale agreements: results of sectionC.................. 137
3.6.4  Sustainability: results of section CL..........ccccooiiiiiiiiiiiiie e, 141
3.6.5 Strategies and drivers of farmingesults of section D............cccccoviiviieennn. 143
3.6.6  Additional question specific to the case study: results of section. X........ 145

Italian Satellite Case Studies 1,2: Fisheries and Aquaculture in Tuscany,.ltaly....147

4.1 Case study introduction and CONTEXL........cccouriuriiiieerriiiiiiee e 147
41.1 Fisheries and Marine Aquaculture in ltaly............ccccoeviiriiiiiicciiin e, 147
g Nt It O T 1 Vo S UUERUURR 147
4.1.1.2 AQUACURUIE........cce e 150
4.1.2 AN iNtroduction tO TUSCANY......ccccuuririiiieiieeeeeeeeee e e e e e e e e e s s eeeeeeeeeeas 151
4.1.2. 1 FiShING....cco oo e e e 151
4.1.2.2 Marine aqUAaCUIUIE..........uciiiii i e e e s 154
4.2 Policy and regulatory CONAItIONS...........cooeiiiiiiiiiiiee e 155
42.1 Common FiSheries POlICY.......uuuiiiiiiiiiiiiieceee e 155
4.2.1.1 Seasonal fishing Dan............ccccoiiii e 157
4.2.1.2 Boat Scrapping (dismantling)............ccccceeiiiiiiiiiiiiicie e, 158
4.2.1.3  FiShING tOUIMSIM....coiiiiiiie et e e 158
4.21.4 Funding initiatives: European Fisheries FQRLAGS..........cccccovvvvveenenn. 159
4.2.1.5 RECIUIIMENT. ..ottt s s e s 159

4216 ' O1y26f SRIAYT (KS WwWa2O0ALL.Q0..6A0K0Yy LI2f

4.2.2 Fisheries management and marine conservation.............ccccceceevvveveennnnnns 160

4.2.2.1 Ecosystem Approach to Fishexi®lanagement..............ccccoovviiiieeennnnee. 160
4.3 Market CONAILIONS.........oiiiiiiiiiiiii et 162
4.3.1  ACCESS T0 MAIKEIS ....oeiiiiiiiiiiie e 162

4.31.1 AQUACURUIE........ccce i 164
4.3.2 Sustainable seafood and certification............cccooocviiiieiniiiiiie e 164
4.4 Key issues identified in the media and iINtErVIEWS.............cccvveveeinniiiiiieeeenns 164

4.5 Enabling resilience: Key strategies adopted by fisheries and aquaculture producers

and their Impact 0N PErfOrMEANCE. .........cuueiiiee e 166
L S V1YL @ =V = 1Y L 167
[talian Case StUAY B: PEAIS.......ccoiiiiiiiiieeiiiiiiee et 171
5.1 Case Study iNtrOAUCHIQN.......uuviiiiiiiiieeieeeeee e e e e e e e e e e e e e e e 171
5.2 Policy and regulatory CONAITIONS..........ccoiiiiiiiiieeiiiiiiiee e 173
5.2.1 Common Agricultural Policy: CMO..........ccccociiiiiiieeeeeeeee e 173



5.2.1.1 RUral DEVEIOPMENL.......ouiiiiiiiiiiiiiee et 175

5.2.2 Environmental legislation...............ccccoiiiiieiiiiieeeeeeeeee 176
5.2.2.1  PESHCIURS. ...ttt 176
5.3 Market CONAILIONS.......ccoiiiiiiiiiiie ettt 177
53.1 Martket deSCIPION.........viiiiee e 177
53.2 LaNd MAIKEL......coiiiiiiiiiiie e 179
5.3.3 COStS Of ProQUCTION........ceeiiiiiicer e e e e e e 179
5.3.4  Access to European and Global market............cccooo e 180
5.35 Public and private standards...........cccoovieieeiiiiieieiir e, 181
5.4 Key conditions faced by producers and identifiegrogucers..........ccccccceeeeen. 182
5.5 Enabling resilience: Key strategies adopted by pear producers and their impact on
[S1S {0 10 4 F=T g ol = NPT PP PPPPTPPPPPRPPN 183
I I (VS 1 =1 (=10 1= 185
5.7 SWOT ANAIYSIS.....uiiiiiiiiiiiiiie ettt e s a e e e annees 186
5.8 Fruit supply chain arrangements: focus groups, additional interviews and wod&hop
5.8.1 Market and marketing CONditioNS..........ccceeeiiiiiiieeir e 188
5.8.2 FINANCING SYSTEIM.....iiiiiiiiiie ettt 189
5.83 Coordination fOMMIS......coi i 190
584 Institutional arranNgEeMENTS..........ouviiiiiiiiiiie e 191
5.8.5 Contractualisation and pricing iNStrUMENIS..........cccccvviviiiiieeieerieee e e, 192
5.8.6 Regulation and POJICIES..........ccoiiiiiiiiieeiie e 193
5.9 Fruit WOrkShop: Strat@giesS.........cvviieeeeiii i e e 194
591 ! YRSNRAGFYRAY3 LISFNJ LINPRAZOSNBRQ AyaidAadldz
INEEIVIEWS). .. e e e e e e e e e e e e s e e e s s et a et e e e e e eeeaaaaaaaeeeeeeasssannannnnes 196
5.10Insights from the producer survey B (Pear)...........ciiiiiiiiiiiieeiieeeeeeeevieninnn 199
5.10.1  INrOQUCTION. .....uiiiiiieiiiiiie ettt e e e e et e e e e s eanes 199

5.10.2 Sales channels: reporting the results of section B of the questionnaire..200

5.10.3 Characteristics of sale agreements: results of section.C........................ 202
5.10.4 Sustainability: results of section CL..........cccccviiiiiiiiiiiiiiiee e, 203
5.10.5 Strategies and drivers ¢drming: results of section D............ccccceviiiiiienn. 204
Italian Satellite Case Study 3: MUSSEIS.........cviiiiiiiiiiieceee e 207
6.1 Case Study INtFOAUCTIQN........ueeeeiiiiiiieiee e e e e e e e e e e e e e e e e e e e e e e e 207
6.2 Policy and regulatory CONAItIONS.........c.coiiiiiiiiiie e 210
6.2.1 [ T F=T o = YU ] Lo ] o A, 210
6.2.2 Legislation and reguIation...............ccooiiiiiieer i 211
6.2.3  LADEIS. ..o 212



6.2.4 ENVIFONMENTAL ISSUEBS ... oot e e e e eeen 212

6.3 Market CONAIIONS.......ceiiiiiieiitie ettt nneee s 213
6.4 Key conditions identified in literature, media and interviews................ccc.c..... 214
6.5 SWOT ANAIYSIS. ..ottt e e e e e e e e e e e e e e e 215
CaSse StUIES IEIEIEINCES. ... .ciii ittt e e 216
7.1 Media Analysis REfErenCes.........cooo oot 216
7.2 Wine, Fisheries, Aquaculture, Pears and Mussels references....................... 216
7.3 APPENAICES WINE...oiiiiiiiiiiiiee ettt e e e nreees 226
7.3.1 Appendix 1: WINe INEIVIEWEES..........ccuuuiuiiiiiii e eeee e e e e e e 226
7.3.2  Appendix 2: Supplementary Wine interviewees.............cccvveveeeiininvenneenn. 227
7.3.3  Appendix 3: Wine focus group summary data............cccccvvveveereeeieeeeenennn. 228
7.3.4  Appendix 4: Winetscany focus group schedule..............ccooccviiieeennnnnne 230
7.3.5  Appendix 5: Wine production in Tuscany workshop agenda.................. 234
7.3.6 Appendix 6: Wine production in Tuscany workshop attendees and questionnaire
(=157 0T 00 [T | € PP 236
7.3.7 Appendix 7: Tuscan wine sectpworkshop questionnaire..............ccccc...... 237
7.4 APPENAICES PRAIS.......ciiiiiiiee ettt e e e e e nrees 241
7.4.1 Appendix 1: Pears INTEIrVIEWEES........ccoiivvieeeeiiiiieres s e e e e e 241
7.4.2  Appendix 2: Pears qUESIONNALIL............ueiiiiiiiiiiiieee e e e e e 242



List of Figures

Figure 3.1. Vineyard area in 1talga/1000G ISTAT.......cuuiiiieeiiiieeee e 68
Figure 3.2. Wine production in Italy (Million hectolitre$PTAT........vvvviieiiiiiiiiieeeeeee, 69
Figure 3.3. Tuscany l0Cation Map.........c.eeeeiiiiiiieiiiiiiis e e e e e e e e e e e eeeeeenes 71
Figure 3.4. Pyramid of quality WINES..........ccuuiiiiiiiiieiee e 78
Figure 3.5. PDO (DOC, DOCG) WINES iN TUSCANY.......eteeeiiiiirrrreeeaiiinreeeesaanirneeeeessnnnens 85
Figure 3.6. PGl WINES IN TUSCALLY.......uuuuiieiieiiiiiieeieeeeeeeeeseeessssecnesrssrasseeeeeeeeaeaaaaaeaaeseanns 36
Figure 3.7. Distribution (%) of PDO wines among Tuscan Provinces.........cccceeevveeeeeeenen. 87
Figure 3.8. Uscan wine supply Chain............ocooiiiiiiii e 89
Figure 3.9. Estimation of per capita wine cONSUMPLIQN...........cccvviiiiiiieieiiiieeeeeeeee e, 92
Figure 3.10. Examples of common organic and biodynamic certificatian.................... 107
Figure 3.11. Spatial distribution of diversification of marketihgnnels........................... 113

CAIdNB 0OMH®D 2AyS LINERAZOSNAE Q. .AYALALJZOARY T |

Figure 3.13. Vineyard size of the wine producers covered in the survey sample (N=118%

Figure 3.14. Type of agreement (formal or informal) far main sale (N=110Q)................. 138
Figure 3.15. Characteristics of the sale agreement (N=1L10).......cceveviiiriiiieeeeeeeennnnnnnnns 139
Figure 3.16. Standards required by the main sale agreement (N=110).............ccuueee. 140
Figure 3.17. Degree of satisfaction with the main sgleeement (N=11Q)...................... 141

Figure 3.18. Relationship between the main sale agreement and preservation of the
Environment (N=11Q)......coiiuriiiiiiiiiiiiiiee e e e e 142

Figure 3.19. Relationship between the main sale agreement and connection with Society

OV ) VR 142
Figure 3.20. Relationship between the main sale agreement and the Economic performance
OV ) VOO 143
CAIdzZNBE odHmMd CIOG2NER GKFG HYFL.dSy.0S8.. LINE&ARIZOSN
Figure 4.1 Fishing ports in Tuscany (retrieved from: ARPAT,.2008).........ccccvvevvveeeenn.n. 152
Figure 4.2 Marine aquaculture sites in Tuscany (orange SPO1S)..........cccecuvvvveereeeeeeennn. 155

Figure 5.1. Pear consumption in some Eu Countries. Our Elaboration on Eurostat dat&7
Figure 2. Innovation in product: NEW Variely............cocccieiiiiiiiiiiiiiereee e 183

Figure 5.3. Innovation in product: PaCKaging............uurruuiiiirireeeeeieee e eeeeeeeees 184



Figure 5.4, Opera CONSOMIUITL........iiuuurriieeeiaitreeeeeeeaeitteeee e e s st reeesssasbbereeeessnbeneeeesaans 185

Figure 5.5. Analysis of the markeL............cccciiiiiiiiii e 188
FIgure 5.6. ACCESS 10 CreIL.......ccuuuiiiiiiiiiie e e e ee e e e e e e e e e e e e e e e e e e e eaees 189
Figure 5.7. FINANCING SYSTEIMS. ...ttt e e e e e 190
Figure 5.8. Formal/Informal agreements between Farm@&staibrs.............ccccceeeeerrinee. 191
Figure 5.9. Formal/Informal agreements between CooperatiVstailers........................ 191

Figure 5.10. Safety requirementall categories (PGI, Organic, Conventional, High quali§)

Fgure 5.11. Safety vs quality requiremegt®rganic vs Conventional...........c.ccccceeeee..... 193
Figure 5.12. Impact Of POIICIES. ... 194
Figure 5.13. Impact of policies for producer categories.............ccoccccvvvvviiniieieereeee e, 194
Figure 5.14. Sales Channels...........oooiiiiiii e 201

Figure 5.15. Aspects promoted by the production choices in relation to the main sale
agreement/membership in collective organization (count)............cccoeevvvvvvvnnccnnnnnn. 204

Figure 5.16. Strategies for the development of pear farming within the context of your farm
business in the COMING 5 YEALS.......uuuuiiiiiiiiiiiiiieeeee e 204

Figure 5.17. Expected changes to be implemented in the coming 5 years. Market related
(o] g = T o [T (@ 01U o) A PR EPRURRRRRR 205

Figure 6.1.Distribution of mussel plant along EmilRomagna Region and Northern Marche
6{2dz2NOSY a{i{idzZRASa FyR 2LISNI (A2Y L2 YIUINRILP2EE | §

Final Report Progetto ECOSEQ@).......uuiiiiiiiiiaeeeiiiee ettt e e 208
List of Tables
Table 1.1. Size 0f the SAMPLE.........cooii i e 45
Table 2.2. Size 0f the SAMPLE.........coeiii e 50
Table 3.1. World wine consumption (million hectolitres)..............ccvvveeeiiiciiieie e 91
Table 3.2. Cumulative performance of the major Italian wine producers....................... 95
Table 3.3. The distritiion of respondents across the Tuscany Provinces (N=110)........ 135
Table 3.4. Distribution of the age of farm owners and level of education (N=106)....... 136
Table 3.5. Price determination factors (N=106)..........cccouriuimiiieriiiiiiiiee e 139
Table 3.6. Costs related to the maiale agreement (N=11Q)..........cccccvvrvrrriiereeeieeeeeeennn. 140



Table 3.7. Production related changes (N=106)..........ccoouiuiriireriiiiiiiiee e 144
Table 3.8. Market related changes (N=L06)............coooiiiiiiiciiiiiiiiieereer e 145

Table 4.1. Fishing systems regulated by license in Italy according to Article 11 (Ministerial
Decree 26/07/95). Adapted from Ferretti (2011).......cuvveeeieeiiieeieeeeeiiiiiieciiieee, 148

Table 4.3. Catches, revenue and prices according to fishing system in Tuscany and percentages
at a regional level (2012 data from MIPABREPA)............ccocciiiiiiiieieeeeereee e 153

Table 4.4. Fishing activity, physical and economic productivity according to fishing systems in
Tuscany (MIPAAIREPA 2012 data; adapted from DINTEC, 2015).........c..cceeee..... 153

Table 5.4. Catches and revenues composition rate according to target marine species in
Tuscany (2012 data from MIPAREEPA, our calculation adapted from DINTEC, 20%58)

Table 4.6. List of examined marine species and related fish stock state in GSA 9 (Tuscany
marine area), period 2012012 (adapted from: STECF (2013), (2014); GEA®] 2014;
FAO, 2005). ittt 161

Table 4.7. Registered Companies within the fisheries value chain in Tuscany (Infocamere data
from January 2015; source DinteC, 2015).......ccccuiriiieiiiiiiiiiiee e 163

Table 5.1. Number of farms with pear cultivation per Province and area classes........ 172

Table 5.2. Impact estimation of homogenization process in Italy according to different

geographical area (Canali 2013)...........ccooiiiiiiiiiiiiierr e 175
Table 5.2. Status of farmer, age and level of education............cccevveeveeviieeieein, 200
Table 5.3. Type of sale agreemMeNtS.........cooi i 202
Table 5.4. Characteristics of the agreemEeNL. ... 203

Table 5.5. Specific production/quality standards that yiawe to comply with, required by the
buyer/collective organization. (Number of interviewees)...........cccoccvvvveeeiriiiinnenenn. 203

Table 5.6. Expected changes to be implemented in the comjiegis. Production related
ChANGES (COUNLY......ii et e ettt e e e e e e e e e e aaeeeeeeeeeeaeaaannne 205

Abbreviations used
AOP Associations of Producer Organizations

ARPAT: Agenzia Regionale per la Protezione Amalgetiella Toscana (Regional Agency for
Environmental Protection of the Tuscany Region)

ACC: Agrthains Competece Centre
ASPAmnesic shellfish poisoning

AUSL: Local Sanitary Agencies



BRCBritish Retail Consortium

B2B: Business to Business

CCIAAChambers of Commerce and Industry

CCPBy1aLISOGA2Y YR /SNIAFAOIGAZ2Y ts 2R@
CAP: Common Agricultural Policy

CEComunita Europea (European Community)

CFPThe Common Fisheries Policy

CMO: Common Market Organization

CREAConsiglio per la ricerca in agricoltura e I'analisi dell'economia agrarian
DM: Decreto Ministerialeltalian Ministerial Decree)

5Lb¢9/Y /2ya2NiiAz2z LISNIfQLYYy20I1A2yS
DTC: Direct to Consumer

EBITDA: Earnings Before Interest, TaRepreciation and Amortization
ECEuropean Community

EFHFEP: The European fisheries fund

EFSAEuropean Food Safety Authority

EMFEEuropean Maritime and Fisheries Fund

ER: Emilid&Romagna

EU:European Union

FADNfarm Accountancy Data Network

FAQO Food and Agriculture Organization of the United Nations
FARNETSupport Unit of the European Fisheries Areas Network

FEP: Fondo Europeo per la Pesca (European FisherieEFEhd

FIBL: Organic Farming Statistics

GAC: Gruppo di Azione Costiera (CoastabA&troup)

GDPGross domestic product

GFCMGeneral Fisheries Commission for the Mediterranean
GSAGeographical SuBrea

GT:Gross tonnage

T2NJ | INR

¢SOy2f213



ha: hectares
HHI:HerfindahtHirschman Index
HO.RE.CAdotel, Restaurant, Café

IFOAM: Federazioriaternazionale dei movimenti per I'agricoltura biologica (Organics
International)

ICQREF: Italiamspectorate for Quality Protection and Fraud repression
IMP:Integrated Maritime Policy
INEA: Istituto Nazionale di Economia Agraria (Natibrsitute of Agricultural Economics)

IREPA: Istituto di Ricerche Economiche per la Pesca e I'Acquacoltura (Institute for Economic
Research in Fishery and Acquaculture)

ISMEAIstituto di Servizi per il Mercato Agricolo Alimentare (Institute for Serviaethéo
Agricultural and Food Market)

ISO: International Organization for Standardization
ISTATttalian National Institute of Statistics

kW: Kilowatt

LTD: Private Limited Company

L.R.Legge Regionale (Regiona law)

MIPAAF: Ministero dellBolitiche Agricole Alimentari e ForestdtalianMinistry of
Agriculturl, Food and Forestry Policies)

MRL: maximum pesticide levels

NGO: Norgovernmental organization
NUTSNomenclature of Territorial Units for Statistics
OIV International Organisation of Vine and Wine
PDOProtected Designation of Origin

PGI: Protected Geographicadication

PSLPiano di Sviluppo Locale (Local Development Plan)
PSPParalytichellfishPoison

PQ Producer Organization

QWPSR: Qualitines Produced in Specified Regions

Reg.:Regulation

10



RDP: Rural Development Programme

SGMEDSub Group on Mediterranean

SPASpecial Protection Areas

SQNPISystem of national quality for the integrated production
STECH:he Scientific, Technical, Econor@ommittee for Fisheries
UAA: Utilized Agricultural Area

UK: United Kingdom

US: United States

WTO: World Trade Organization

11



EXECUTIVE SUMMARY

Wine, Fisheries and Aquaculture for Tuscany, Pear and Mussels for ERoimagna

Introduction

The aim of this report is to examirtee relevant policymarket conditionsand institutional
arrangementsinfluencing the sustainability of the four Italian sec®(wine, fisheries and
aquaculture, pear and musselsas part of the Edunded Horizon 202(project, Sufisa
(Sustainable finance for sustainable agriculture and fisheries).

This executive summary has been developed from a much larger report, which is available
from: http://www.sufisa.eu/publicatons (project reports)

Data collection methods: Wine in Tuscany

With regards to the Wine sector in Tuscany, the analysis focused on wine as a main product. In
this vein, we analysed those estates that maintain the control over everything including the
agicultural (i.e. growing grapes), industrial (i.e. processing via fermentation, blending, aging
and bottling) and service phases (i.e. marketing and distribution). We included the
cooperatives that purchase grape or bulk wine and carries out the processigg with the

aim to sell the end product (wine) under their own label and the "virtual" wineries that
outsource everything and produce wine at bonded hosted or shared facilities.

In a firststep,we conducted a media analysis covering national, regiandlspecialised media
from 2012 to 2016, as well as a ddsksed analysis of market and policy conditions,
supplemented with 15n-deep expert interviews. In a second step we carried out one focus
group (FG) with Tuscan small and medisized organic wingroducers, followed by a second
focus group that was only partially carried out with large Tuscan wine producers and
Cooperativesin the Tuscag Regionheadquartersin Florence. We therefore decided to
integrate the second F@ith additional interviews to thoséargescalewineries that could not
participate in the meeting.Lastly- due to the difficulty of involvingn a "SUFISA" workshop
wine producers and industry expertalready engaged irthe vintage period 2017 and
consajuent processindi.e. septembemnovember)q the participatory workshop was held in a
later period In particular,the project coordinator and WP2 leadexere promptly informed

and gave theiconsensugor carrying out the workshop activityn a later perd andwithin a

wider workshopon sustainability organized by the industry experts. Thus, the FGs and the case
study results have been presented and discussed the 4th November 2017 at the University of
Sienawithin the context of the "Sangiovese Purosanguweorkshopon sustainability of the

wine industry in Tuscany. In order to gather more comments and informataring this
activity we provided- at the end of the workshop 14 questionnaireson the main themes
presented and discussed with the actorsavang space through opemsponse questions to
receive alsocomments on future strategies for thevine industry. Finally, through the

Gt NP RAzZOSNJ { dzNIBSe¢ oGl al H dticabrepgrSnfomatiof cd dé SR w1
gualitative/case specific outputs and issues from the wine case study in Tuscany.
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Specific objectives of this task were to describe different typologies of IAs and their prevalence
in the wine sector, to identify specifimdtitutional Arrangemens (lAs) attributes that
characterize the wine sector, as well as to analyse how different parameters of a given type of
arrangement can shape the terms of the relationship between wine producers and buyers and
explore mechanisms linking (intednand external) conditions to marketing strategies.
Particular focus has been dedicated to assess the sustainability of a given IA. Finally, the survey
aimed at identify future drivers of the winrgpecific IAsThrough the survey we collected
guantitative data at farm level that are representative of the Tuscan wine producers, with a
focus on the most relevant case study issues (regulatory, market conditions related to

F NN} y3ISYSyida ¢gAGKAY (GKS &adzlll) & OKIAyI)tadzadl
allow the further identification, through comparative cresesgional analysis (undertaken by

the WP2 leader and cleader), of key regulatory and market conditions across case studies
and commodity groups.

Data collection methods: Fisheries in Tugcan

In-depth interviewswith producers and experts, combined with a contspiecific literature
review and a media analysis, helped identify the challenges and opportunities for the fishery
sector in Tuscany. The fieldwork of this case study was conductédebe May and
December 2016, with interviews ranging from 45 min to 120 min in duratibne people

were interviewed: 2 representatives of trawling fisheries, 3 smaltale fishers, and 4
stakeholders

Data collection methods: Marine aquaculture in Tugca

In-depth interviews to producers and experts, combined with a consgpdcific literature
review and a media analysis, helped identifying the challenges and opportunities for the
fishery sector in Tuscanyhe fieldworkof this case studyas conductedbetween May and
December 2016, with interviews ranging from An to 120 min in durationSeven people
were interviewed: 3 representatives of aquaculture enterprises and 4 stakeholders

Data collection methods: Pears in Emiiamagna

A deskbased analyis of market conditions and regulations has been addressed by reviewing
academic publications; government and policy documents; market technical and consultancy
reports. Information gathered from article reviews are enriched by expaedrviews For
ASOSNIf LildzN1}2asSa 2F (GKS {!cCcL{! LIN2E2SOG odl a
G5Sa]1 o0lFlasS AyiSNWBASgaeés aC20dza 3IAINRAzZLIE X 4Gt | N
established relations with several fruit producers and organizatidbdsntact with local

network has been established at very early stage of the project and coordinator with local
networks related to pear and fruit sector in general. Unibo has also arranged several
preparatory meetings, including agreement about providingJaS NJ 02y Gl Ot aQ | yF
focus group organisations. One of the main Cooperatives that agreed in providing supports for

the SUFISA Project is ApoConerpo. A specific meeting with them have been also dedicated in
defining possible way of FG stratificaticAlthough, it was not possible to organise the focus
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groups directly with farmers in the way planned by the project. After notifying the
encountered difficulties to the coordinator and WP2 leader parties, Unibo has obtained the
consensus from the Taskalder of covering the topics expected in WP2 focus groups by mean
of questionnaires.

Questionnaires have been distributed around participants at an important local exposition that
took place on the 11th of May in Rimini (Macfrut), through evemtrdinators.

Macfrut is a leading exhibition for professional and famers operating in the fruit and
vegetables sector in Italy and in Europe. At this purpose, Unibo has contacted different event
coordinators who agreed in distributing the questionnairep@articipants during four events

that have taken place at the Macfrut exhibition. Twenty questionnaires have been collected.
Among respondents 40% are farmers.

The guestionnaire has been structured in order to cover the main common topics required in

the 2 Odza 3INRdzLJA 3FdzA RSt AySa FyR FTNRY GKS FI N¥Y
Institutional arrangements, in particular the existence of formal contract rather than informal
agreement has been carried out. The questionnaire has been carried out anornlyrmoosder

to facilitate attendance.

Data collection methodsviussels in EmiliRomagna

In the first instancea deskbased analysis of market conditions and regulations has been
addressed by reviewing academic publications; government and policy dotsimaarket
technical and consultancy reports. Information gathgfrom article review is enriched by
expert interviews. The mussel case study in Emilia Romagna represents a satellite case study
therefore Focus Groups and Participatory Workshop are npéeted.

The Tuscan Wine sector

According to the 6th Agricultural Census by the Italian National Institute of Statistics (ISTAT,
2010) in the recent decades, the area under vines in Italy has steadily declieedbout

129 and the country has lost abt 48% of the vineyard areaAlsq the number of farms
declined during this periodnl1982, there were 1.6 millioaf winemakers. Then from 1982

the last census of 2010 this numberadeasedto about one quarter (383,000) with aaverage

farm size of1.6 hectares per farmin Italy around 48.2 million hectolitresere produced in

2015 about 6% more than the average of the past decade (45 million hectolitres)l%%

more than the poor 2014.he Italian production of PDO wines was 16.3 million hectditi.e.

the 40% of Italian production), scoring an increase of 4% compared to 2010 (i.e. 15.782
hectolitres million) and 6% higher than the historical average (i.e. from the 2005 to 2014 about
15 million hectolitres). On theontrary, the PGI wines have suffered a decliné%), going

from 14.023 million in 2010 to 13.452 million hectolitres in 2014 (i.e. the 32% of the Italian
production). Furthermore, the has been a progressivdecline of table wine. ISMEA
estimates that about 20 itlion hectolitres were exported across national bordérbus,about

half of the production of wine in Italy is exportdéth 2013 the production was 44 million
hectolitres). This data confirnthe dependence of the sector doreign demand (mainly from
USA, Germany and United Kingdom). Noteworthy is the value of the ekp@@13that is
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around 5 billion euro (i.e. about 15% of total efrod exports in value However,if we look at
regional level thesetrends have been very imbalancdmktween regios. It is worth to notice
here the strong influence of thprocess of revision of the common market organisation for
wine (Wine CMO). The EU legislator has promoted a rebalancing &Uhe&ineindustry. On

the other hand, thanks to the process of farm maoudization with a positive role of the
comnon agricultural policy (CAP), most of ttheclining trend can be related to an increase in
productivity, denoting an improvement of Italian organizational and production models
towards greater efficiency.

Tuscanyrepresents one of the areas where wine played a key role for the Italian sector, both
economically and culturallyThe population of the region is about 3.7 million inhabitants
(2016)and the regional surface is 2,298,704 hectares, of which the totatwdgmal area is
1,295,120 hectares and the utilised agricultural area is 754.345 hectares. The total grape area
of the Region is around 59,838.88 f@most 8% of the Regional utilised agricultural area and
14% of the national grape area).

Over the centdes, the geographical position of Tuscany, the morphological and climatic
characteristics of the soils, the influence of the Tyrrhenian Sea together with social, economic
and historical factors have favoured the development of the Tuscan viticulturerilootihg to
develop a rich and weknown terroir globally recognized as a brand by itsétf.this system,

the production of wine represents an important factor of territorial identity. Despite the
steady decline of the domestic demand and the relativdution in the area planted with
vines (i.e. between 1982 and 2010, the Tuscan area planted with vines decreased by 37%
compared to 45% at national level), according with ISTAT, the Tuscan production has been
growing during the last years (i.e. about 8%eithe average production of 20€2013)
reaching 2.8 million hectolitresThe success of Tuscan wines is also based on an extremely
specialised and diversified structure of the production system driven by tHreoir
characteristics in which were developed brands with high quality standards and worldwide
reputation. According with official statistics the number of active estates that produces wine in
2008 was around 8.4 thousand with an average size of 2 hectaresndjoeity of producers
identify in wineproduction their core activity, while the others agrape growersvho sell

their grapes to cooperatives and other specialised winerise fully integrated estate
generally produce wine wittheir own grape produton; however, depending on the vintage,
they may also purchase grapes from grape growers within a long and stable supply
relationship. Cooperatives and virtual wineries generally source their grapes from grape
growers or purchased bulk win&heir actiondiffers from the integrated companies and their
strategies, albeit differentiation, appear to be more related to financial leverage. According to
Goodhue et al. (2013) the competitive advantage of a fully integrated firm is more related to
the decision tovard vertical integration or supply chain choices that can increase the control
over transaction costs, branding and differentiation, which are narrowly linked to the different
characteristics of the territories.

In thisstructure, the diversification streegies and the search for both horizontal and vertical
coordination played a key role supported by the positive results obtained by the export.
According to ISTAT data, in 2015 the Tuscany reggdmh17% of national exports of bottled
wine. Thanks to the@reat capacity to export products outside the Region and to reach the
international outlets, Tuscan producers have encountered fewer obstacles to find the
necessary resources to maintain investments and innovation despite the recent general crisis
and therelated lack of liquidity in the industry. In 2015 the value of the export was about 902
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million of Euros with a growth of 19% from 2009 that is above the average national growth of
5%, and the red PDO category gave his greatest contribution to this tadrodit 504 million of
Euros).

Wine: Policy and regulatory conditions

The EU regulationspgetherwith national and regional laws, define many aspects of theewin
industry (BMTI, 2008 leading tostiffeningand excessive bureaucratic burdens for prodsce
During the lastlecadesthe European Commission has promoted a process of standardisation
with the aim of facilitating trade ah protecting the common market, including the effdd
protect consumers from the potential fraud on the origindaquality of wines (Gaeta and
Corsinovi, 2014 First, the EU legislation introducéigle rules for the production and control of

the development of winggrowing potential, establishing a limit on planting new vines and a
system of allocation of planting righfecad, it set the rules for the oenological practices and
treatments, the system of prices and market measures, the agreements for trade with third
countries, the rules relating to the movement amal the release for consumptionrhird, it
introducedthe concept of quality wines produced in specific regions, merging the definition of
guality wine with a system of rules that associates the quality to the orijiming this period,

the intention of the European legislator was tabilize the wine supply and to preserve the
AYGSNyI LINE RdzOG Ay 2NRSNJ G2 YSSi GKS 02,
KSGSNRISYySAGe 2F GKS 02y adAvadigioQandiGrazia, 2608 © ! C
pp.300307) points out the importance ofegulation to strengthendthe minimum quality
adlFyRINRE FYyR (2 K2Y23aSyATS (G(4KS LINRPRdOGAZY
requirements and quality characteristics) within the same Appellations in order to give clear
oguality signad to the consumersAfterwards to meet these needs, the European Union has
launched a new reform process to support the wine sector. With Regulktarmket Regulation
1234/07, the European legislator provided the unification and the simplification of the
previous 21 CMOsdncluding that of wine, into a single CM@he objectives of the new
regulation were to increase the competitiveness of EU wine producers, regain market shares,
restore the balance between supply and demand and simplify the regulations. The reform was
focused on diminishing incentives for grubbtag of vines (.e. for 400,000 ha), on abolition
(transient, in the space of a few years) of planting rights, of the aid for distillation, storage and
the use of musts. Then it was included the displacement of glatthe available resources on

the second pillar of the CAP and in particulartted aids for early retirement incentives for
agroenvironmental measures and aid for farm modernizatiaNith regard to regulatory
measuresijt has been simplified the qualiti@e distinction of wines into two categories: wines
with geographical indications; wines without geographical indicatidw labelling rules have

also been simplified, allowing the labelling of information so far banned, such as grape variety
and the vinage year for all winesThen, the expiration of the system of planting rights
potentially, postponed after two yeas being at the discretion of the member states to
maintain it in force until 2018During a second phase of reforms, the EU finalised some
aspects of the process of simplification started in 200Tthi the Commission implementing
Regulation (EU) No561/2015, a new scheme of authorisations for vine plantings was
introduced, which should not apply for those Member States where, althoughpthating

rights apply, the vine planting area is below a certain threshold.
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At national levelwith the DL 61 8/4/201Che legislator sought to harmonize the national
legislation followingthe European process of reform, mergittge previous DOC and DOCG
denominations into the PDO and assimilated the PGI designation to the IGT, including a change

in the name of the table wine in "common winélhe national regulatiomainlyrefersto the

& taHuctioncodegs T2 NJ S OK RS&aA3IylrdAzy 2F 2NRAIAYy Of I
viticultural techniques, the climate, soil conditiorierfoir), the acidity control and sweetening

process and the sulphur dioxide conteMoreover, it also follaved that with the DM 12272
12/15/2015the national legislator reformethe licensing procedures for planting new vines in
implementation of Reg. (EW)0.1308/2013

Another important milestone in the national wine legislation regards the recent evolution o
organic wine regulations. With the D2 July 2012the legislation sets out the substances
and products that can be used in organic production (i.e. Annex VIII of Reg. EC N0.889/2008).
In addition, it also provides restriction and prohibitions on certaenological practices, as
well as rules on labelling. Thus, the legislation on organic wine is harmonized within the main
legislative references for the sectdrhanks to this refornfor the wine has been possible to
apply the Community rules on organigroduction, from the vineyard to the bottle,
guaranteeing transparency to the consumers and the protection of the wine growers who
apply the organic concepts to both the vineyard and the winery. The regulation has also
allowed imports of organic wines fronthird countries with production standards and
inspection and certification systems equivalent to those existing in the EU.

The reference point fothe Regional legislation is th®egional Law n.68 3ovember2012
that disciplines the management and caoit of winegrowing potential.In addition, the
resdution of the Regional Council N&82 of 28 April 2003 (Annex @jovides a list othe
suitablegrapevarietiesfor cultivation.

With regard to the controls, during the years the legislator has allathtelaw this important

task toanother organisation. Law or ministerial decree through the Inspectorate for Quality
Protection and Fraud repression (ICQRF) decides the authorizations of the competent bodies
(i.e.Chambers of Commerce and IndusB¢IAA ah PDO ConsortiajAs revealed in the media
analysis for the wine industry, this ministerial office plays an important role in the protection
of certified products and prevention of fraud.

It is worth to notice that with the Ministerial Decrd¢o.293 of 20March 2015, the Ministry of
Agriculture has been adopted the provisions for the keeping of records in dematerialized form
in the wine sector. Thus, all wine producers in Italy are therefore obliged to the compliance
with the electronicregisterand to the transmission of all the operations carried out on farm to
the ICQRF. This standard has raised major concerns, for its effective implementation and
considerable controversyconfirmed by the concerns expressed by those producers that were
interviewed.

At Regionallevel, it is worth to mention also the relevant role expressed lhe trural
development plan(RDP)of Tuscany Region 202820 that offers various support measures

for the Tuscan wine producers. The RDP support includes packages ofresetdsi include

the accession to the quality schemes (measure 3), packages aimed at boosting investments in
tangible fixed assets (measure 4) and aid for stigrtof young farmers (measure 6). Then the
RDP offers measure directed to improve the qualityTolscan production preserving the
environment and landscapes through the agmvironment payments (measure 10), or
through the support organic farming (measure 1Hinally there is a package of measure to
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support farmers cooperation (measure 16), which are provided several measures linked to
investments. This type of measures found a remarkable response from regional producers that
we interviewed.

Wine: Markets and marketing

Winerepresents one of theldest andhighest regionalocationsof the Tuscan culture and the
well-known landscapesf Tuscany furnish one of the most suitable locations to express quality
wines. The 57 designations of origin represent this union between history, territory and
guality, making Tuscany one dig most important regions of Europe for its win&espite

that the cultural and historical legadyfluenced the developmentsof many PDO labeq
nowadays more and more producessem toprefer the Tuscan PGI label for their wingbis
choice is partlyglated to more freedoms associated with the production code for PGl wines
compared to the one for PDO, for which producers' choices have been mostly constrained. The
growing diffusion of PGI brands reveals a trend related to differentiation that is highly
accentuated in the sector. Several conditions, such as the-regedation, the declining
demand, pressures on sale prices and the increase concentration in the market drives Tuscan
wine producers to adopt several differentiation strategies and the devegppf new forms of
coordination throughLJN2 R de@t®&ddki ahd new consortia (i.e. AVITO, Biodynamic Lucca).

While the focus was on the maintenance and valorisation of the classic grape varieties within
the PDO system, they added to the mix of regiapalpe several foreign varieties in order to
respond to the rapid changes of consumer tastes and consumption patterns. In this context,
most of the Tuscan producers tried to carve out their own uniqueness, developing a product
linked to the territory and athe same time following the market chang&}ructural factors,

as well as the physical and socigltural characteristics of the territories, have a significant
impact on firms' investment and quality choices. The opportunity to adopt a Geographical
indication (i.e. PDO or PGI label) linked to the presence of a rich andtvesiin terroir - that
allows producers to develop specific assets and making products unique and inimitable (Ditter
and Brouard, 2014) can increase the firms' ability to differentiate successfully. According to
Charters (2010) theerroir produces a comparative advage that is characterised by
inimitable natural resources endowed with local history and culture, specific knowledge,
organizational and institutional connections between producers and barriers to entry.
Differently, a low presence of these factors canitlithe range of viable strategic alternatives

to differentiate successfully (Newton et al., 2015).

In traditional and mature markets like wine, the search of a unique competitive advantage
based on resources capabilities and quality (Edelman et al., Zié®noeGascon et al., 1997)

is considered no longer sufficient and not financially sustainable (Newton et al., 2015). Today
the competition pushes wine producers to search and achieve several advantages based on
prices, quality, on the capacity to realizi@vestments in R&D, innovation, training,
infrastructures, branding as well as creating more stable relationships with global distributors
and supply networks (Visser and Langen, 2006). Thus, in order to be comgdetitizeeed to
develop innovative prducts and processes that can support the growth on new markets
(Chang et al., 2011): in otherords, firms need to differentiate (Porter, 1985). Banker et al.
(2014) confirms that firms with a proactive differentiation strategy obtain higher performance
than those with a cost leadership strategy. Although the ability to differentiate appears as a
key solution among several strategic alternatives (i.e. innovation, partnership, territorial
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integration etc.), it may be challenging to do so according with yipe of firm and its specific
characteristics (Hammervoll et al., 2014).

Despite the rising importance of the sector for the regional economy, during the dextife
2010the number of farms and the grape area decreased, respectively of the 54% ane of th
3.2%, while the average grape area per farms is increased of about the(itfO88y increases
about 82%)The production of wine in 2010 in Tuscany was about 2.8 million hectolitres (must
excluded) representing the 6.2% of the national wine productiof. A4million hectolitres
excluded must In the 2014, this level slightly reduced of about the 9% (2.5 million
hectolitres), while the region is stidlmong the most productive region of Italin 2010,
approximately 84% of production was concentrated iarfprovine@s (i.e. Siena 30%, Florence
31%, Grosseto 12% and Arezzo with 9@)this productionabout 62% was PD®ines (1.7
million hectolitreg, 25% were PGD(7 million hectolitreg and the remainingvas common
wine for 12% (0.3million hectolitreg. With regard to the typology, in 2010 the Red wine and
the Rosé were the most produced (2dllion hectolitreg around 90%, while the White just
0.4million hectolitres

If we look at the structure of the sectocompared to other regions of Italy (i.&milia
Romagna and Venetowe notice thatis mainly characterized by small and medidarge
vertically integrated producers, which carry out all phases including the sale and distribution.

Although less than in the other regions, the media analysisréasaled that there are also
large cooperatives, concentrated mainly in the Chianti area, since the main bottled wine in
Tuscany is Chianti with 4.5 million bottles, almost entirely directed to large retallers.
addition, this aspect has been confirmed/ many regional producers that have been
interviewed:

GThis difference between organizational and decisi@king models is highly related,

as confirmed by those producers that we interviewed, by the different product's
features and tleir directinfluence on transaction characteristics and production €osts
(Wine Interviewees 3, 5, 6, 7, 8, 10, 11, 12).

However,the degree to which transaction characteristics influence the design of governance
A0NHZOGdzZNBa RSLISYR&a 2y hetke neWw hshidis DNKIIS aréineie3ang A O
and are produced imouse and whether are delivered by third party (Hobbs and Young, 2001).
The characteristics of the Tuscan territomave pushed producers toward strategies and
investments related to quality.rBducers have pursued higher quality productions with larger
operative margins. Thus, in order to achieve a predetermined level of quality, they chose a
vertically integrated businesaodel Within this model, they maintain the total control over all
stages of production, including also those not directly linked to the production process as the
promotion of tourism and territory. Then the differentiation occurs according with the local
factors and the image of Tuscany that that they want to communitatmnsumers.

The sector iswitnessing profound changes linked to the evolution of lifestyles andhé&
general economic downturrAccording to the OIV data (20@D12), the analysis of per capita
consumption indicates that we are moving towards an averagellof 2625 litres of wine per
capita, recording year by year a progressdemand decline¥ coasumers look for higher
quality products and prefer to drink less but vieNWdinterviewees 8) Theliterature review
and LIN2 R di@x&nelwQhighlight theincrease of concentration on the distribution side
(Santiago and Sykuta, 2016) in favof large players, which can offer to the consumer a wider
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choice and ease of access. The increase of concentration creates bottlenecks for medium size
and smaller prodcers seeking to access the retail market. Moreover, the modern trade (i.e.
large distributors or retailers) is the channel that has the highest bargaining power able to
impose particularly stringent requirements in terms of price, quantity and quality.

These trends are likely to influence the institutional arrangements of the industry, the
2NBFYATFGA2Yy 2F (GKS &adzldlX e OKFAyaxs GKS LINE
governing them. In additiorotthe uncertainty of demand, high barriers on thetlet markets

and pressure on sale pricabe regionalproducers often face also the structural weaknesses

of the supply chain due to excessive fragmentation; in fact, the extreme atomization of the
supply chain that characterizes thiegionalindustry das not facilitate the development of
clusters nor other forms of coordination (Humphrey and Schmitz, 2002). This kind of situation
appears when there is a common strategy in which investments on the marketing and trade
side lead to a weaker bargaining powef producers with respect to large wholesalers and
distributors.

In this extremely competitive environment, an alternative to the modern trade, particularly
relevant for small and mediursized wineries, can be the contact withird-party agentsuch
aswholesale mtermediaries or export brokergzrom this point of view has emerdehe key

role of institutions in creatinghe contextual condiions to develop these linkages. In this vein,
the Tuscany Region decided to create an annual international reference event for brokers
worldwide interested in Tuscan wines, called "Buy Wine". For the regional administration, the
scope of this meeting is to encourage the development of the relationsktween regional
producers and the international importerAnother option could b¢he differentiation of sales
channels on a more regial basis (llbery et al., 2016) focusinglocal food networks in which
organize the retailing and consumption of wim orderto achieve better returns (Brunori et

al., 2012).

The diversification strategies and the search for both horizontal and vertical coordination also
benefited from the positive role played by the export. According to ISTAT data, in 2015 the
Tusany region holds 17% of national exports of bottled wine. Thanks to the great capacity to
export products outside the Region and to reach the international outlets, Tuscan producers
have encountered fewer obstacles to find the necessary resources to nraiimeestments

and innovation despite the recent general crisis and the related lack of liquidity in the industry.
The latter is strongly linketb the difficulty to receive payments by local buyers in a reasonable
timeframe. This threatens the economictility of many small producers that are forced to
remain financially exposed for long periods, involving financial and business risks.

Finally, it is worth to mention one interesting trend that emerged from the discussion with
producers and from the amgded sources that regards the recent attempt of increasing
concentration and consequently bargaining power from several producers and consortia for
protected denomination of origin through a greater coordination effort and reassembling of
new producer netwrks. Two concrete and opposiexamplesof this trend are the hyper
O2ya2NIlAl a!zxL¢hé YR GKS ySGg2N] 2F 2NHIF YA
strategy, even if at different scales, is that of consolidation, networking to gain more
bargainingpower within the supply chain and with market and institutions. Alternatively,
according to some respondents, it emerged also the trend of a greater concentration with
vertical integration operated by large distributors that can easily access to finaes@lrce in
order to maintain control over the supply chain. According with some interviewee in the future
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there will be also the role played by the modern trade that will absorb within the
supermarkets most of the highest quality productions, creatingcsdized shelves in which
specialised operators will drive the consumer choices. All of these interpretations suggest that
there is a trend over consolidation and concentration despite the observed high fragmentation
derived from the analysed diversificati strategies. The aim of this new dynamic is to
strengthen the regional supply chain and consequently the positions occupied by the different
producers in relation to the markets.

Wine: Focus groups and workshop feedback: drivers, strategies and futiedgrmance

A series of two focus groups (FGs) integrated with 4 additional interviews were held with
Tuscan wine producers over the period December 2016 and July 2017, to consolidate the
results of the previous analysis of regulatory and market conditi@e® sections 3:3.3
above) with additional information on producers' diverse experience .das mentioned
previously, due to the difficulties to involve the main wine actors of the Tuscan sector during
the vintagetime, we decided to participate latenia widerworkshopon sustainability with
relevant stakeholders in which we have presented and discussed the main findings from the
research activities. Thughe activity as been carried ouhe 4" November2017 at the
Univeristy of Siena, during the2 N 4 K2 LJ & { | y 3 A,FofloiagSefleckizngn dhke y 3 dzS .
F&G data, with the aim ofcorroborating and improwng the findings from the research activities
carried outas well as forgatheiing further information regarding potential trends and
scenariodescribngthe future sustainability of the Tuscan wine sector.

Analysis of the data revealeskveral strategies in response four key groupsof conditions
that required further examination, each of which is now taken in turn

First.Strategiesn respnse to demand conditions

With regard to the key demand conditiompsoducers highlighted response strategies related
to the promotion and communication of the territory arad its organic productionMoreover,
they also stressedhe need for joint actiorat regional levethat can includehe promotion of
marketing skills Amost all producersn both focu groups and workshopave repeatedly
expressed that any promotion strategy should be more strongly suppai#tin a common
frameworkat regional level. Institutionare considered key thelp producers to overcome the
individualitiesof the territory and consolidate the remnal supply chain

Alternatively, sore producers have highlighted thafnother possible strategyis the
RSPSt2LIYSyld 27F ySg 0 dza A ySdriationy &apable dijceeating M) LINJ
common action front. Two examples of theseoordination effors are ¢! + L ¢ h € I YR
network o organic producers "Biodynamiaicca".

SecondStrategies in response technological progress

t N2 R daopBidlis Qonverge to the consideration that technology should contribute to
increase the efficiency of their companies, thus their strategies should on farm modernisation
issues that can increase the environmental and economic sustainability of theingiroads
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On the marketindront, social media innovation could contribute to increase the contact with
demand. his advancement should be accompanied by greater effort on consumer education

All producers convergim both focusgropus and workshopn the mportance and role of the
institutions in promoting these strategie3he workshop highlighted the importance of the

LI ad NBaSINDODK LINRB2SOU 2y Ofz2ylf aStSOGA2Y &«
thanks to aconsiderablgoint effort betweenproducers, institutions and universitie®ut 25
varieties developed (i.e. Sangiovese, Canaiolo and Colorino), 7 varieties of Sangiovese today
contribute to make Tuscany famous in the world of wiBeilding @ this joint effort, many

actors havecalled for a return to collaboration in the search for new resistant varieties,
capable of performing better against climate change and more suited to change in
environmental conditions and consumer patterns.

Third.Strategies in response fwice volatiity

With regard to price volatility, the actoiig both focus groumgreed on the need to create
common offering front with common promotion mechanisms that could enhance the
reputation of companies and territorie®uring the workshop it has emerged theed to
focus on collaborative efforts that can lead to the creation and formation of new sales
networks and local intermediaries, with more qualified staff to face the new market scenarios.

Fourth.Strategies in response to the increasing of bureaucracy

In order to reduce individual efforts towards thmirdensome regulationparticipants agreed

on the need to promote collective approaches. Through collective action and the share of
individual resources, they could create those skills and services timatrezhuce individual
administrative costs and efforts while creating training services to improve individual ability to
deal with bureaucracy.

Some of the key issues raised in the focus groups and interviews that would help ensure the
future viability of the wine sector, include:

Creating collective approach on the supply side.

Developing common marketing tools.

Reducing the excessive bureaucracy.

More dialogue with institution, need for more support on credit side

"Promoting the real value of our territory,promoting better the product
characteristics and not only the methods".

"Strengthen the regional supply chdin

1 Gonsolidationpatterns andnhetworking to gain more bargaining power

=A =4 =4 -8 -4

=

Thefuture sustainability of the Wine sector

Any discussions about thetfue of wine making in Tuscany inevitably involve looking at what
declination of sustainability thevine sector will focuson. As suchthe future viability of the

wine sectorwas discussed at length in both the FGs and the worishdere for thelatter
activity it assumed a special focus on the environmental, economic and social dimension of
sustainability.If on the one handhe workshophas contributed to consolidating the results
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that emerged from the previous activitiegn terms of conditionsthe industry faces and
strategies in response to these conditios, the other handhe workshop has enriched the
discussion by introducing some elements of novelty. Three ofwtbekshop participants, in
particular, were adamant thatin order to face kmate changes and preserve the territory
where production take place, producers must west in research tagher with the
Univeristies of the regionand regional institutions According to those participants,
investments should addresanovation on cloal selection and viticultural practices that can
increasethe conservation of the soihio-diversity and the chances to obtain even more quality

& Ay S\ iveeddto make a team, or to create more stable relationshiihin the sector and

with external acbrs such as Universities and Regional bodies. We need to invest more into
researchto increase what we call théurable material such resistant species of grape that can
help producers to reduce pest treatments. In the past we did a great job with thecipro
Chianti Classico 200@e were able to create 25 grape varietiggthin Sangiovese, Canaiglo

and Colorinopndtoday they continue to give us excellent results on the wines we produce and
we are able to export. But we can not stop here, we muswesit ourselves in research to deal
with new environmental issues and we must always remember that one thing is good wine,
another thing is quality wirie ®

Likewise,in the FGs, the research of quality and the need to increase the quality wines was
often mentioned as being pivotal to the future of the wine sector in Tuscany, as will #se
wine sector more generally.

On the quality front and on the environmental side, orgacizld be a regional priorityfor
workshop participants"however, we must not marry biological production by faith, but it must
be integrated with specific knowledgeNowadays the organic production doubledigit
growth (i.e. 10% annually) and lItaly is currently one of the leacingntries, but there is still a

long way to go in the wine sector. More attention needs to be paid to vineyards, especially on
soils and the values of the territory need to be represented. This vision also emerged in the
first focus group where referenceyas made to a need for bio producers to represent their
view of organic production with moral principles against the market view of organic as a mere
marketing opportunity.a2 S R2 2NHIYyAO gAyS FT2NJ 0KS @I f dzSa
as they kow in many countries.€. Germany) is not premium price. For example, for German
consumers the organic products must be cheaper, thus many of us that are converting to
organic, as the German producers, we do not it just for the markeb h wD! bL/ H 0 ®

For these reasons, a newattern has emerged in the course of the workshop, namely the
"rational viticulturé. A viticulture that is carefulof the territory and its social and
environmental valuesas well as for consumdrealth (i.e. reducing sulphites and chial
inputs), capable of developing innovation aadh y S SELISNI A&Q O22NRAYI (A2
Y S% LINE RdzO S Nil @der tdib& BodpetitiieroR ryfadketsVhile organic farming and

the research on grape varieties can contribute to increase theirenmental and social
sustainability of viticulture in Tuscany, a large part of the discussiaatmnal viticulture also
concerned precision farming to make vineyard practices mefficient, new irrigation
techniques to cope with periods of extremeodight, hydraulic and agricultural techniques of
land management to prevent erosion and soil management techniques such as cover crop to
protect biodiversity.
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As emerged in the FGs, all these aspects of environmental sustainability to be applied in the
near future need a continuous aggregative effort, in the face of what has been repeatedly
confirmed as an extremely fragmented condition of the sector.

Other key issue discussed in relation to the needs of more coordination effeiin the wine
sector- were oriented to the reductiorof the bureaucracyurden, to develomgtechnological
innovations that can help producers in the management of vineyards and celéavegll ago
increasng the use of ICT on the marketing side in order to develgwv and common
marketing tools On the marketing sidethe need for greater training and the creation of
knowledgeable supply networksas highlighted in theocus groups- and emerged with
greater impactin the workshopg as a mearto gainmore bargainig powerand to meet the
challenges that global markets requit®nce again, through the workshop erged the need
of a common strategy, as well as common investradoy both producers and regional
institutions. However, an interesting aspect that was hitgllis the recognition of the value of
Universitiesas they are considered ablef united and coordinated in this effortprovide the
specific knowledge thawine industry needs.

When askedwvhich strategies or policies could help to overcome greblems of the sector,
several participants agree that the main focus should be on the marketing Gr¢his side,
many participants have expressed the wish for greater territorial coordination between the
public sector and companies. Moreover, in thepinion there is also the need to develop a
greater capacity to use modern ICT technologies (keoramerce platform, web and social
skills). After that, they highlithethe needfor more action interritorial characterization of the
products this shoull be accompanied by further effort to improve the capadityrecognize

and communicate produajuality. Allthese efforts should be oriente succeed in enhancing
the presentterritorial diversitywithout givingup to local and distinctif featureOthe aspects

of consensusin the discussionand in the questionnairesinvolved the need for more
communication and promotion activities, access to credit as well asiti@rtance of
environmental aspects and climate chanaepreviously discussediThere isa needfor more
organisational and coordination support, more effort to reduce collaboration risks and increase
the ability toachieve common objectives

A key aim of the workshop was to develop a range of scenarios regarding the Vidbiigy of

the wine sector in Tuscany. In this respect, the idea of increasing the overall quality and
efficiency of the system is centrabhs well asincreasing the quality of the supply chain
relationships through investments in vertical and horizontaordination through the
following actions:

- Consolidatinghe industry (i.e. AVITO)

- Investingin the quality of research and training

- Investingto increase production efficiency and reduce administrative burden (i.e.
development of newstandards, technolgoy and the use of ICT).

At the moment, we have identified a starting point ifulfilling the needs of more quality and
coordination(expressed by the maturity of the system of designations of origin and the spread
of organic farming stasardg. From this development point under the spur of territorial
differentiation strategieg; it is possible to identifghe first consolidation tendenciess well as
further researchperspectiveson quality On this basis, it is possible to suggest twain
scenarios for the wine sector in Tuscany.
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Before doing so, it is important to highlight several constraints that emerged from the analysis.
First, the need of more communication between the private and public sector, if not satisfied,
can undermine the transition to thmost uitablescenario. Secat) it is important to consider

the need to define the rule and the framework foationale viticulture as well as the agro
ecology management practices or the organic ones. Third, it is imporiarpolicy terms- to
haveclear the purpose of the we sector(is it about to maintain and increase the ability of
the territory to achieve several positive externalities within the development of the industry,
making a meaningful contribution to the environment and rural societies, or simply focus in
terms of its contribution to individual profitsj? Fourth, it will be important to keep in mind

how to better deal with the reduction of bureaucratic burdens that nowadays seriously
costrain the sector- if compared with other italian agricultural sectors or tlee situation in

other wine producing countries. Fifth, the timescale involved for any of the possible scenarios
to come may be as long as from 5 untill 10 years. Bearing these constrains in mind, the two
scenarios were developed as follows:

Scenario 1Retention of the Status Quo.

Following the main past drivéconditions and strategies:

1. Many small brand and companiesand fewmediumlarge cooperatives will come out of
production due to financial difficulties

2. Export will beincreasingly affected by competitive pressuséarting to fluctuate year afte
year.

3. Progressive shifting production to organic products or products with loweemical
synthesignputs.

4. Foreign companies will buy most local properties and produngio

5. Few producer associations or super brand will succeed in developing high quality prd
and will continue to represent the territory

6. At the locallevel there will be no opportunity for young people to access the sector

Predicted impact othe wine sector in T&ecany:

1. Insufficient market share to allow mamgnall farmgo survive;
2. Often inappropriate and burdensome legislation;

3. Insufficient opportunities for young enterpreneurs;

4. Tourism and other features of the territory will gtantee for a long time the maintenang
of a status qug

5. Growingterritorial disparities some denominations will lose their origihrmeaning and the
territories will be progressively occupied by other activities

6. Foreign capitals will provide theupport for the industry More foreign labor will be
needed.

7. There will be a loss of traditional and local values, supplanted by globally recogn
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market values or standards

Scenario 2The devedpment of adrational viticultura€ system

Following thdfuture sustainabilitydrivers/conditions and strategies:

1. New producer associations are developing, focusing on changing agricultural and ma
practices

2. Different producers / consortia developigh quality products in accordance with th
principles of more rational agricultui@ndrespecingthe environment and consumérealth;

3. The emphasis is shifted from promotion to satbsough specifictraining (new brokerage
companies are established in the territoriesdeal with international salgs

4. Foreign capital continues to enter the sector but are often accompanied by investmer
young local entrepreneurs who, thanks to favorable public policiessemet in developing
innovativeand succesfyprojects

5. Several LINE R dzés$obldtidns2 NJ  LINE R dzO S Nalldaboraye Swiths theNdegional
institution to increase the sustainability of the sector

6. The market, driven by producer and other actors d@ghe supply chainincluding new market
intermediaries- will absorbpart of thisnew and youndocal entrepreneurs

Predicted impacbn the wine sector in Tuscany:

1.Increase of export and market shamlowing manysmall brands tsurvive;

2. Reduction of burdersomdegislation;

3. Increasingppportunities for young enterpreneurs;

4. Tourism and other features of the territonyosititvely affect the developing of the sector;

5. There will be a greater consolidation of the sector that overcorne fragmentation and
increase its bargaining power against external competitors;

6. Local andforeign capitals will provide the support for thedustry;

7. Traditional and local valuesillbeYF Ay GF Ay SR o6& (KS vy Saseatind)
new narratives and values that continue to increase the regional brands;

Wine key insights from producer survey

A sample of 110 effective respondents has collected selecting the most representatives wine
producers of Tuscany. The reporttbé data is organized in the main six section of the survey:
section A report the farm characteristics, section B survey describes the way producers sold
GKSANI LINPRdAzOGAZ2Y | OO2NRAY3 (G2 GKS o0dzaAySaaQa
key type of agreement producers use for sale (formal or informal), section C1 deepen the
relationship between the main sale agreement and sustainability (according to the SUFISA
definiton of sustainability), section D deepen the strategies and drivers of fararilgit

finishes with the section "X" that reports specific additional questions for the case sthdy.
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interviewees have been the person in charge of running the farm (generally the farm owner or
the chief winemaker).

¢ KS LINERdAzZOSNA Q & tl&@iéulturdilaiea of N353 Ba dbEXVISCR 2.209 ha are
planted with vines. Of 110 respondents, about 4.5% has a vineyard area that is in the regional
average of 2 ha. Most of the respondents (88%) have a vineyard size that is equal or less than
50 hectares, while 12% have a UAA for vines that exceed 50 hectares, confirming the high
fragmentation of regional wine farms that was previously observed through the case study
analysis. In line with our analysis of the sector, the majority of producers irsaple are

family farms (the 43%) and the age of the farmers in our sample is in line with the average age
of farmers in Tuscany. Noticeable, wine producers in Tuscany are, on average, highly educated,
with 58.5% of respondents having completed an acadedeigree and 39% have achieved a
higher school degree. A quarter of the respondents produce organic wine, underlining the
trend that has emerged in the analysis of the sector. According to the 110 respondents, in
2016 they had 243.644 of wine to be soldthwan average of 2298 hl/farm (the minimum
production being 15 hl and maximum 45.000 hl). In 2016 the average production sold per farm
was around 60% of their production, with 57% of respondents having sold more than 60% and
43% of producers have sold $ethan 60%.

On the type of 1A, the majority of respondents use individual sale charfloelal markets,
different Ho.Re.Ca. channels, as well as through traders/wholesalers and expaters
emerged during FGs and interviews and prefer inforagreements that often coincide with
sales ordersMore than half of the producers interviewed said they were part of a PO,
including PDO consortia, that mainly help them in networking and promotion activities, with
rare design cases and just one case iriciwithe PO purchases the wine from producers.
Against this background, the survey repotte key role in the promotion by consortia of
protection of origin. Theserganisationsdo not offer any sales tool but help the associated
companies to participatenimarketing events such as wirieade fairsor other B2B events
These events are of considerable importance for companies, thanks to which they are able to
increase the number of annual sales and the number of contacts with international buyers.

Accordingto respondents the average price is 8,5 euros/bottle, the minimum price is 2,7
euros/bottle and the maximum 25 euros/bottle. Then, on average 46% of the selling prices is
composed of the cost of production, while for 42% of producers the cost of productio
represents more than 50% of the selling priéecording to respondents the main factors that

are included in price setting are quantity, production costs, quality and mawigh regard to
specific requirements of the sale agreement in terms of stadslathe majority of producers
FIANBSR 2y davdz f Al éNotewbrhy, indgred tAHaS GOBoéof résiphdgnislatd R &
satisfied with the main sale agreement.

With regard to sustainability drivers, the wine producers of our sample have evaluated a
positiveimpact of their marketing choices in relation to the maintenance of biodiversity, water
quality and organic mattetdowever, it emerges that the type of marketing choices does not
favor collaboration in the sector

When producers look at the future of theector many of them express a strong concern about
changes in consumer tastes and patterns, as well as about climate chatigm we asked
respondents about their strategies in the coming 5 years, most of them (44%) answered they
would cope with an expandg strategy, while 21% prefer a maintenance strategy.
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Finally,some key elements deepened through the additional question regards are the increase
of biodynamic production, the relevance of red wines in the region of which 80% are produced
under PDO labsland almost 50% with PGI labels. Furthermore, respondents on average claim
to sell part of their production for 18% through collective channels such as wine fairs
(confirming the data harvested in section B), and for more than 10% through B2B events. With
regard to B2B events, around 57% of the respondents said they increased their average sales
volume thanks to their participation in these events and they also stated that they managed to
enter new and promising markets (mainly Canada, Russia, HollanthdberSingapore, China,
Sweden, Brazil, Finland). Finally, 45% of respondents said they received through this B2B event
purchase proposals at higher average prices, and 35% said that they developed more stable
commercial relations.

Fisheries sector imuscany

Total production of the fishery sector in Italin 2013 was about 340,000 tonnes, with a value
2T MZTcn YA Mipakf2¢12)én 2018 nearly 30,000 people were employed on the
12,500 Italian fishery vessels operating in the Mediterramegith the smaklscale fisheries
being the most relevant segment for employment rate (Mipaaf, 2013). It is one of the most
important fleets at European levelalso considering the extent of the capacity (gromsnage

GT) and engine power (kilowatts kW)Yogether with those of GreegeSpain, France and
England The average age of vessels is 32 years, while in Europe the average is 30 years. As for
the geographical distribution of the Italian fleet, in terms of numbers of vessels there is a
predominance ofactivities both in the lower Tyrrhenian Sea (GSA 10), with about 25% of
vessels, and in the Upper Adriatic (GSA 17) with 13% of ve3$alsltalian fleet capacity
decreased in the last two decades due to EU adjustment measure oriented to regulate a
physcally and economically disproportionate fleet size along with a sharpening decline of fish
stocks. This adjustment was meant also to renew technological quality and safety of working
conditions on the vessels, as well as to improve fish products qualityistiing selectivity.

Tuscany is a region in wesgntral Italy and has a western coastline on the Ligurian Sea (in the
north) and on the Tyrrhenian Sea (in the south), including the Tuscan Archipelago in which the
largest island is Elba. The coastlinpresents an important tourist destination and is varied
with mainly extensive sandy beaches and some rugged promontories; three natural protected
areas are included in the coastline. The most important port in Tuscany is Livorno, one of the
largest ltalianand Mediterranean seaports, for traffic capacity, that is capable of handling all
kind of vesselsFishing activity in Tuscany is spread among 27 ports (European Parliament,
2008) with 600 vessels registered and 1053 active fishermen (FAO, BOié&Nmsof number

of vessels Tuscany has a smaller fleet than the national avera@®12 fishing activity from
Tuscany represented 8% of total Italian landiggsith 41 million euros in revenues (Mipaaf,
2012), thus a market share of 4.5%er the total natimal market(FAO, 2015) and is mainly

led through smaikcale fishing vessels (ca. 75%), trawl (ca. 20%), and few passive polyvalent
(FAO, 2015). Trawling and the seiners (surrounding nets) are the most productive methods
with, globally, 84% of catches @r68% of revenues in 201Rlowever,the greatest value
species are caught by smattale fishing systems and polyvalent passive: ssgale fishing

alone obtained 14% of catches and 27% of turnover. The most used fishing systems are the
static gears, folwed by purse/surrounding nets and then the trawl system {BSC Toscana,
2015). Livorno and Viareggio are the most important fish markets of the region (ISMEA, 2013).
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The fishing vessels with the greatest gross tonnage are concentrated in the portgeotakio,

in the southern part of the coast. However, the fishing fleet in Tuscany is fragmented in a
number of ports and harbours that are extremely heterogeneous in terms of structure and
size, with fisheries differently developed and structured for sime for specific production
activities. The fishing activity in Tuscanws throughout Italy and the Mediterraneanis
conditioned by the large presence of medppecies stocks and by the possibility of using vessels
of different sizes for fishing in ¢hsame areas with several fishing gears. Many ports and
harbours function also for other purposes such as commercial, industrial, energy (fuel),
passenger transport, tourism and pleasure.

In the last decade, the economic crisis led to a continuous decilieate fishing fleet and in

the number of fishermen, especially for trawling and purse seine (surrounding nets) fisheries.
Also, the increasing role of marine tourism reduced the number of mooring facilities for fishing
vessels, with serious problems rttey the lack of adequate space and infrastructure for such
activities (Bartoli and Rossetti, 2011)n 2012 the physical productivity of a Tuscan fishing
vessel was lower than the national average with tons and 67,30@ against15 tons and
71,500 europer year (DINTEC, 201%). 2012 the whole catches of Tuscany fisheries were
composed for 80% by fish, 12% by molluscs and 8% by shellfish. Fish accounted for 60% of
sales, while 40% was due in equal parts from the sale ¢iusus and shellfistFish prduction
belongs mainly to the blue fish category. Over tihords of harvested species are composed

of anchovies, sardines, hake and mullet. However, tHesemainspecies represent only 40%

ca. of the fresh fish turnover. Another 19% of revenue comas fihe sale of red mullet, sole,
swordfish, and other high valumecies, whichepresent only 9% of fish production in terms of
guantities.

Policy and regulatory conditions

Italy is the third most supported EU country for the fisheries sector with 9.B#%e0EMFF
resources in EA27 and 9.3% in ER8 (i.e. 537 million euro at current prices in 2015). The
funding increased compared to the 20Q013 with a 10% rate (at 2011 priceBpr Italy, the
resources allocated to sustainable development, marketing and processing measures account
for 79% of the available ceiling (CREA, 2015).

The main restrictions for fisheries activity in Italy are represented by the bo@ppging
(dismantling)and the seasonal fishing barBetween 2008013, the Italian fishing fleet has
shown a decreasing trend: in six years the number of boatdimed by about 6%i.e. from

13,774 units in 2008 to 12,582 in 20%t3and a consequent fall of catches by abou4%
between 2006 and 2013 The decrease reflects a lotgym trend, mainly due to the
application of EC legislation to adapt the fleet capacity to fish stocks. In 2004, total marine
capture fisheries totalised 288,284 tonnes, while in 2012 they only reached 19®006s.

The value of production in 2012 generated USD 1.2 billion, while in 2004 the same figure was
USD 1.8 billion (FAO, 2015). The largest reductions started as a result of the 2002 reform of the
Common Fisheries Policy (Regulation (EC) no. 2371/2@8R} introduced a limiting system

for the fishing capacity (CREA, 2015). This reduction of the fishing fleet capacity is confirmed
also by the negative trend of engine power (k\Wilowatt) and average gross tonnage (6T
gross tonnage). New vessels arewnallowed to be used only after the withdrawal of a
corresponding capacity (in kW and GT). Consequently, it is possible to observe a progressive
rising of the age of vesselfishing activity in Italy is also subject to the Mediterranean
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Regulation (Reg(CE) 1967/2006) thdurther contributed to the modification- and even to

the abandonment- of several smaidcale fisheries and had a direct impact on internal
production through modifying fishing activity with larger mesh size, regulating distance from
GKS O2Frad a ¢Sttt Fa O2yGNRftAYy3 YAYyAYdzy &aa
control regulations and sanctions (Reg (CE) 1224/2009)) cover all operations from capture to
sales and induced changes in fishing operations, including the traaitmmes (FAO, 2015).

The EMFF Italian Operational Programme for 20240 includes implementing a number of
measures relating to the following priorities: a) Promoting environmental, reseeiffigent,
innovative, competitive and knowleddsased sustaindb practices for fisheries and
aquaculture; b) Fostering the implementation of the Common Fisheries Policy; c) Increasing
employment and territorial cohesion; d) Improving and processing; €) Support the
implementation of the Integrated Maritime Policy (IMPn 2014 the Fisheries Local Action
DNRdzL) &/ 21 40 ®Rrifedatta DOV EEA BKBZR S6AGK GKS | AY
and aquaculture by increasing competitivenBss LINR FA Gl 6 Af AG& FyR SYLIX
Tuscany 70 fishers were supported &@rrying out fishingtourism activity.

Markets and marketing

Accordingto the Italian National Institute of Statistics (ISTA@®)y is anet importer of fish
products; in particular,Tuscany is a net importer of fishery products and aquaculture.
Meanwtile, tKk S SEL2ZNII&d& Ay Hnmo SEOSSRSR G(KS n YAt
the previous yearThe most important wholesale markets for fishery and aquaculture products

in Italy can be identified with the largest cities such as Milan, Rome, ,TNaples, and
Palermo.Supermarkets and hypermarkets represent the largest share of retail sales, however
traditional channels such as fishmongers and municipal retail markets have resisted better in
Italy than in most other European countrieAccording ¢ government reports at national
(Ferretti, 2011; ISMEA, 2013) and regional (ARPAT, R¥ifione Toscana, 2005) levétsthe

last decade it has been observed that economic crisis impacted the local fisheries sector
through a change in conditions such@mmand and price level and volatility. In particular the
demand for fish, together with fish prices, decreased sensitively (Ferretti, 2011), especially at a
local level (Tuscany) in 2012 (ISMEA, 2013: p. BB)reover, he economic crisis led to a
changein the production factors, including a considerable increase of the cost of energy, in
particular higher fuel costs. Fuel represents the main production cost in fisheries activity. This
global issue was also observed in a particular time frame (2008)at a local level in Tuscany
(ARPAT, 2008)especially fortrawl fishing, and led to a number ofadaptation and
transformationstrategies impleranted by the primary producers such as the diversification of
activities and the transformation of fish produdfBerretti, 2011) the implementation of short
supply chain such as direct sales (ISMEA, 2013), further investing in technological innovation or
internationalising their market (ISMEA, 2013), selecting more valuable catches as well as
implementing recreainal activitiessuch as fishingpurism (ARPAT, 2008).

Interviews

From interviews to primary producers and stakeholders emerged that the fisheries business
sector in Tuscany is highly fragmented and, therefore, ssaalle fisheries are isolated andt
powerful on the market. Logistics and distribution organisation are weakly developed for
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smallscale fisheries products and in some portsspecially in Viareggiothere is a lack of
structures and public market places. Experts report weak businedscamputer skills of
primary producers. Recruitment and generational replacement are difficult since fishing is not
considered an attractive occupation. The vessels in Tuscany are old and unsafesiaoel
there are not considerable investments in thectw for fleet renewal by European policies or
the private sector there is a progressive reduction of the fleet size. Also, it is extremely hard
for fishers to access credit from banks. The administrative burden is also deemed, by small
scale fishers, aa limitation to access public fundingith regards to catches, the Tyrrhenian
Sea is characterised by a high variability of species among the seasons; furthermore, small
scale fishers suffer low catches due to stock depletion and intensive fishing Wiersa
Moreover, there is a strong competition between srrsdhle fisheries and trawlegsgenerally

in favour of trawlingg for marine resources as well as for sales prices. Trawlers can better
compete on quantities, lessening sales prices that are mgttiwer also because of the power

of wholesalers and local restaurants. Furthermore, the coast of Tuscany is composed by
several touristic sites, which further contribute to make Tuscany a net fish importer, often
obtaining fish supplies at lower prica®in the eastern Italian coast, from aquaculture as well
as from growing foreigner and cheaper fish markets. Sstalle fishers generally do not feel

to be protected by the institutions against the intensive fishing activity of trawlers and from
recreatioral fishing, which is considered to be uncontrolledso, recreational fishers are
considered competitorsaccording to smaiscale fishers since they sell their catches at lower
prices. Experts highlighted also the lack and the need of local quatityraceability labels for
smaltscale fisheries in order to better valorise fish products and to increase sales prices.

From interviews with fishermen and fisheries stakeholders operating in Tuscany it is generally
recognised that the seasonal fishing dantrawl fishing is no longer an adequate measure for
protecting the stocks. In fact, stocks are still declining and many species would need to be
protected in other period of the year. Also, one stakeholdensidersi KA & ol y |4 a
2 LISy A ¥y 3 & offégrédre@iy ydar to fish import. There is a common understanding for
zoning and fragmenting over the year the fishing ban according to scientific data and
information related to the biology of the fish species and reproduction. Sseale fishers are

not concerned by this seasonal fishing ban and are allowed to fish during the ban while for
trawlers it is forbidden. However smadicale fishers did not appear to perceive an advantage

for having access to all the fish resource without the trawlers coitipet except for the fact

that during the ban period eventual infringements from trawlers fishing in the sscalle

fisheries area would not be possible. With regards to the regulation for transparent goby
fishing in Tuscany there is a general concetmséoved from interviews and media analysis)

that this fishing activity will progressively disappear as long as vessels will be dismantled since
this fishing license is associated only to the boat. Furthermore, the fishers and stakeholders
interviewed in Tgcany are concerned about the lack of human resources being trained or
willing to practice the fishery activity since it is considered a hard work with working hours and

LI G§dSNya GdKFEd R2 y20 FAG aGKS Y2RSNYy tAFS Kt

Aquaculture sector in Tuscany

Aqueculture brings 48% of the total national fish production. Italy is among the main
aquaculture producing countries of the EU, after Spain, France and Greece. The aquaculture
sector in Italy includes both marine and freshwater farmifibe current trend inhe Italian
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aguaculture development is the rising production of marine species, both molluscs and finfish.
In 2013, the total national aquaculture production was assessed at 162,600 tonnes, composed
of 38,800 tonnes (24%) produced in freshwater, and 123@0des (76%) in marine and
brackish waters. Mariculture consists of finfish (11%) and molluscs (88%6ewth in
aquaculture production is mainly due to the mastering of seed production techniques for
European seabass and the gilthead seabream and to thelication of new farming
technologies (FAO, 2013 s a land based activity, Italian marine fish culture has been affected

by the competition on the markefrom the fast-growing cagefarming industry in Greece:
reduced power costs and availability of dleeéd marine areas for intensive cage culture could
decrease costs down to a much lower level than those in the Italiantdasdd farmsThe
diversification of the aquaculture Italian production is considerable, also thanks to a long and
geographically dersified coast (Cataudella and Crosetti, 2011). Marine species (sea bass and
sea bream, farmed in almost 10% of the aquaculture companies) and those of fresh water
LIN2 RdzOS (23SGKSNJ Y2NB GKIFIYy KFEEF 2F GKSInt |jdz C
recent years the production of mullet has regained importance as a result of a recovery in
demand for the product, both for direct sale and for the processes of transformation (cured
roe, smokedfish, pickling). With regard to economic performanceg impact of subsidies on

the total value of production is very low, and the most significant costs are related to livestock
expenses (22%), followed by fishmeal costs (15%) and the costs of work. In 2012 there has also
been a significant increase in energgsts (+ 12%). In contrast, livestock and fishmeal costs
declined. The total costs in aquaculture business represent 71% of total revenues. The average
value added inthe 2008 nMH LISNA 2R ¢l a | 62dzi Moy YAfftAZ2Y
compared t02011. The number of companies has decreased from 2008 to 2011 by 15%, i.e.
from 699 to 587. 55.3% of companies, which in 2012 were 587 in total, employ 5 or less
workers, 23.8% have between 6 and 10 employees and only the remaining 20.9% have more
than 10employees (CREA, 2015).

Tuscany icharacterised by a considerable production from aquaculture. Focusing only on
aquafarming of saltwater populations and mariculture, the Tuscany production represents 20%
ca. of the national production with mainly laquaaltures and 4 mariculture coastal
installations farming mostly sea bream and sea l{aash species representing almost 50% of

the aquaculture production)Although the production of sea bream and sea basslevant

for the Tuscany fisheries sector ahational level, the region is rather an importer of fish and

fish products.The farms that use marine water or brackish water are all located in the
provinces of Livorno and Grosseto. The total production of marine and brackish aquaculture
farms in Tuscanyboth intensive and extensive, reached 3,082 tons in 2009 and 3,226 tons in
HAaMn® [/ 2YyAARSNAY3I Fy @SNIFIIS LINKROS 2F a4l fSa
FYR AY HamnX GKS LINRBRdAzOGAZ2Y @It dzS | Y2yzydl SRy i
2010. The data from the last decade show three main trends for aquaculture in Tuscany:

- The declining number of active aquaculture enterprises (especially for small companies
with marginal productions);

- The consolidation of the biggest companiestdiically existing in the area with a
growing production up to 3,000 tonnes per year,

- The expansion of mariculture activities, even if it is extremely regulated and limited
(the first mariculture farms have been added in recent years: in the Gulf ofnkaalo
near the island of Capraia, on the island of Gorgona and along the Monte Argentario
coast.
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The production centre in Orbetello plays a leading role in the national production scene. The
O2YLI ye oNl}yYyRXI Gt SA0S RA h NbnSlio&tfduRcbipanles/ R A
gained commercial access to the big retail system, which engages over 75% of its production
(around 2,000 tonnes of sea bass, gilthead bream and meagre), and facilitated the exports of

its products (Gilmozzi, 2011

Policy andregulatory conditions

With regard to subsidieom the EFP, theimpact on the total value of productioand on the
economic performanceof the aquaculture firmis estimated very low (CREA, 2015). The
enterprises interviewed in Tuscany were funded thrbuthe FEP for investing in tools,
machineries, cages, for the boats (for mariculture), as well as for enlarging the administration
offices.

Landscpe and territorial restrictions represent the main concern for the aquaculture
producers who would furthemivest in mariculture activities in front of the coasts. The shore of
Tuscany is a touristic area with several protected arddm® establishment of aquaculture
facilities in coastal brackish areas engendered many disagreements, because of the
environmentalvulnerability of coastal wetlands, considered as the last residues of sensitive
and peculiar ecosystems along the Italian coastsome areas (i.e. the Gulf of Follonica) the
authorities gave the permissions to a number of aquaculture enterprises ftalling their
cages for doing mariculture, while in other areas (in front of Orbetello) the restrictions for
mariculture is harder to overcome. Producers feel the rigidity of the administrative burden,
such as ifficulties for asking institutions and obtdhg permissions to expand thieactivity to

the sea In general, there is the perception of an verly bureaucratic processes and
management

Markets and marketing

The Italian aquaculture sector faces several problems including, amongst others, thesintens
competition from low priced seabass and seabream producers in other countries such as
Greece and, to some extent, Turkey, as well as from developing countries. Aquaculture
products are mostly sold fresimd whole, but some products aprocessed by theigh farmer

in order to add value to the product. Aquaculture products are largely used by the catering
sector. Indeed, Italy has become the reference market in the Mediterranean for fresh products
from seabass and seabream production (FAO, 2015). Eurgqezabass, gilthead sea breams
and eels, species have always been greatly appreciated in Italian fish markets (Cataudella and
Crosetti, 2011). As for the produntarketing,there is a strong differentiation in distribution
channels and the destination of ¢hproduction depending on the farmed species and,
therefore, the area of origin. The main marketing channels consist of the direct sales, selling to
restaurants, retail outlets, while a limited share of the product is intended for primary
processing (PSBAC Toscana, 2015).

Aquaculture in Tuscany has a strong focus on quality and environmental sustainability, as a
competitive strategy in the challenging context of the national and international markets. Use
of the best raw materials, compliance with envirmental sustainability and an internal
standards policy adopted by most of the local companies are meant to guarantee a quality
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products. The voluntary decision to cawyt regular water analysis and nutritional, chemical

and microbiological analysis of the final product assures consumers of the quality, freshness
and safety of the purchased product (Gilmozzi, 2011). With regards to the main aquaculture
retail Consortiumin Tuscany (Coopam) the voluntary certifications such as the independent
2oy 0SSt GKS L{h 6dbnanm YR mynamoOz AyOf dzR/
sustainability label, are considered key for guaranteeing the supply to supermarkets|l asw

durable business relationships with big retaildfsirthermore, organic aquaculture in Tuscany

is not practiced and does not seem to be interesting for marketing strategies. A local
aquaculture firm developed an organic production of sea bass aacdssam in 2009 but, at

that time, such products did not find a sufficient demand from the market.

Pear:Markets and marketingcondition

Recently the pear sector has shown some difficulties in the market. Italian market of pear has
been characterized by varieties that are considered old and outdated. Instead, in Europe
produces haveover time developedhew variety specialization So far, the Italian goal has
been to satisfy internal consumer requirements that were preferences oriemtedAbate

Fétel. However, the same variety has been object of a crisis in domestic consumption and in
northern European countries, consumers do not appreciate this cultivar.

Producers are oriented in improving the quality of the produkfowever, together with
retailers they face several issues in preserving the proper quality of the pear fruit, which is
compromised during several stages of the supply chain: harvesting, storaging and
transportation. In addition, comparing with apples arther types of fruit, qaulity
characteristics (taste, fragrance, texture etc.) are more related to the ripening stage and so on
the harvesting time.

Eighty seven percent of Italian exports are delivered within thevitile the remaining 13 %
goes to noAEU countriesVery often access to new markets outside Europe is hampered by
phytosanitary barriers,which actually hide true protectionist measures to defend local
production In particular,the export of pears from Italy to the United Statés legallyadmitted

but in practice, it becomes not feasibleecause okeveral inspections to pass thmgiuboth

for economicand commercial reasons

The export to Russiasuffered a contraction with the establishment of the embargo.
Export to China is also diffituChinese agfiood sector is subject tgarticularly restrictive
sanitarystandards. fie authoritiesfocustheir attention to phytopathogensagent and ¢ avad
their introduction, h same case, there is a total ban émport agricultural and food pduds.

Pear:Environment

One particular aspect that emergestiwthe restrictionin the use ofsome of the chemicab

that newincomingdiseases such as PsiBed bug,Xlella etc, which underminegroductions,

are difficult to keep unde® 2 y (i NBranéta) &h[fadt, in 2014 within Modena province, the
productionhad a significant reduction becausetddlyomorpha halyMoreover, there is a lack

of investment in research and development of new chemicals from the agrochemical
companies thaare not willing to invest for reducing these "emergency events".
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Due to climatechanges and environmental factors some consequences have been highlighted:

- Thematuration of severabarieties iscreating a partial overcapacity on the markets. In
addition, always due to climate change

- Anincreasing in irrigation costs and fruit size does not meet qualitative standard
required by the market.

- Problems in the regular development of fruits due to abnormal thermal changes after
the time of setting.

- Thesevee damage caused by the Asian lynx (Halyomorpha halys), which is expanding
the infestation zone.

- A decrease in production of pears, especially Abate Fétel and White William
determined by high temperature changes that characterized the -péfditation phag
of fruits.

Pear:Focus groups and workshop feedback: drivers, strategies and future performance

Questionnaires and discussion during CCPB workshop event highlights three main strategies.
Some of the main strategies highlighted during interviews havenblmmfirmed; inaddition,
some aspects in relation to climate changes affecting quality and fruit have been point out.

First: strategies in response Kbarkets, marketing and institutional arrangements

In this situation from the one handjt becomes inagasingly strategic to find and carlglate

new markets Italy can export without particular difficultis in markets such as Hong Kong
Canada, United Arab Emiratddowever due to Russian embargo and Chinese phytosanitary
barreirs, poducers have nowdiverted their production to the Far East. Moreover, the Fruit
and Vegetable Services Centre (CSO) of Ferrara is now prompting the export to Taiwan.

From the other hand thennovationof pearvariety isa keystrategy. However, because pear
implants have a longtime rotation, with a remarkable initial investment and some
unproductive years at the beginning of the implant life, the introduction of new variety must
be carefully evaluated.

Innovation is needed not only in term of new variety but also in tefrmew technologies to

be applied as agricultural practices. For examples, respondents also highlight the need of more
subsides (to OP and farmers) to prompt innovation in pest management.

GCIHtadl FF¢ NBLNBaSyda | ySghigakkdencéntreRipdesd f 2 LIS
by Apo Conerpo). This variety is protected by patent until 2017. New implants have been set

up this year and the production has been started in 2017. The main difference is in the peel
colour, which is red. According to panekt carried out, there are high level of appreciation
amongstconsumers for red ps colour.

In terms of the developing of newmstitutional arrangementglAs) the need to develop new
form of contractualization such as multiple chain contracts that aliotggration between
vertical and horizontal food chain has been stressed. These are prominent aspects for fruit
producers in general because they can help to reduce farmer risks and provide more stability
in their income.The gear supply chain is very fragented. Experts agreed that more efficiency
and organization should be achieved. The main strategy that have been pursued is the
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aggregation of diverse existing groups in order to concentrate production and negotiation
power; improve quality and organizaty 2 F G(GKS &dzllL)X & QIINX¥® ¢ KS
organization that involves exclusively Italian Fruit Growers specialized in the cultivation of
pears with the objective of becoming the reference point for the entire chain of pear in Italy.

This actiorshould allow opening to new marketand open up new businesgportunities.

Second: strategies in responsdPalicy, management and representation

At institutional levels,there are negotiation initiated by the EU and the Italian Government
with Chinese local authorities to unlock some regulatory restrictions on apples and pears and
the opportunity to strengthen protection legal on Chinese products land a designation of
origin.

In addition, also th&Uwide initiatived C NHzA (i & O Kafindh§ to éncokir&g¥ Goéd eating
habits in young peoplds a tool that shows positive effect on fruit demand.

Pear. Producer Survey

The results of the Producer Survey (Task 2.6) are pteden relation to pear producers in
Emilira Romagna Region. The questionnaire was composed of the following sections:

A. Farm business characteristics

B. Production and sales channels

C. Characteristics of the sale agreement austainability
D. Strategies and drivers of farming

E. Farmer characteristics

For the purposes of this report, data are analysed using descriptive statistics. The sample is
composed of 105 farms located in province of Bologna and Ferrara. These proeifeetstine

main productive area in term of pear prodcution

The survey highlights the following characteristics in relation to the farm and farmers:
The majority of farmers were male (99%)

The majority of farmers were between b (41%).

The majority irthe range of 5164 has the highest level of education

69% of farms were run by farmers who claim the status of owner & manager

Only 11 farmers were certified organic pear producers.

Family farms that sale to individual organization were the majority (52%)

Besides traders (44%) the second form of sales channels was auction (13%)
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All farmers were members of a union.
Producers have membership in cooperatives and/or POs only if farmers sell to cooperative.

Almost the whole of farmers who belong to collectiveganization subscribe to the
Cooperative rules. These rules consist of a long term written contract with membership,
delivering and sale conditions. On the contrary, the engagement in contract on individual sale,
especially for auctions, consists of comtragreement beforeor at time of sale.

Almost all farmers who belong to cooperative receive also technical assistance
Data show the importance of complying quality and safety standards for all producers.
It is remarkable instead, the neutrahswers concerning specific climate standards.

Farmers have mainly a neutral position on the environmental effects of agricultural activity.
They are, instead, more involved in economic aspects stating that the type of agreement
engaged for the majority dhem, allow to maintain profitability and to invest in their farm.

In terms of future strategies, the majority of d farms do not have particular strategies in mind
and they expect to maintain their existing scales of operation (70% of interviewees)

Amongthose who plan to expand their production, which are 24% of the total, the majority of
them plan to invest in production facilities (ex. ahéil nets) and to insure the crop.

Concerning market related changes, interviewees show to be more interestethein
diversification of products/crops followed by the development of new sale channels,
partnerships and the addition of value

Mussels sector in EmiliRomagna economy

There are about 200 companies that cultivate mussels in Italy. The region wittartder
number is Liguria (about 65 companies/ businesdesknilia-Romagna as well as at national
level, mussels sudden developed in the 80's, with the advent of technologiesddiatthe
G2-FRK2 NB ¢ Kaylisichayadtaiised by havirgcoasta profile poor of deep inletFor
this reason, the development of technology that alkwifshoreimplant allowed cultivation to
be extendedto new aresa.

Off shore implant$ave higher coss (both for theirinstallationand management) compade
to traditional long line in use along the coast. For these reason around the world there are very
few places where this type ahplanthasbeen taken in use.

Among cost for their construction the quality and robustness of the material to be used
represents one bthe mainaspects

In 2014, EmiliaRomagna produced 2200 tonnes of mussels becoming the first region in Italy
for mussel production EmiliaRomagnahas kecome the location of the most important
manufacturing companiegjuipmenQ a@nd boats for this actity. (Malorgioet al.,2012)
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The census revealed that in Romagna theae are 27companies with a mussel plant offshore
in longline. The province with the largest number of companies is Ferrara with 16 units,
followed by Rimini with 6,d¢li-Cesena &and Ravenna with.2

All together, these companies employ 314 production workers, of which 248 fixed and 66
temporaries As for the fixedperators,the province with the highest labouofce is Ferrara,
with 129 units

During last decades shellfish farming has become a prominent activity in ErRilimagna

contributing not onlyto createa new occupation, but also to mitigate the fisheries crisis.
fact, a largenumberof Fishermen is converting all or part of theatiaities. This type of trend

has determinéd a gradual change not only in term of produeh, but also in respect of marine
resources management and exploitation.

Mussels:Market and marketing conditions

Due to the lack of P® the difficulty in commerci&ation is remarkable. Companies
committed themselves into emerging marketespecially abroad in the north of Europe.
However, mussel varigs cultivated in Italy are not appreciated in most part of northern
countries Netherlands Sweden and Denmarkyhich preferences are oriented towamther
mussel varietiesin fact, Northern Europeancountries import mussels from Denmark and
Ireland. An option offered is the reintroduction of mussel cultivated in Italy into existing
growingof France an&outh of Hain.

The mussel is a seasonal product having some problems related to the fragmentation of the
supply chairbecause ofhe lack of a solid organization among producers.

The core issuén mussel sector is not the production but the traddn fact producer
organizations dmot exist. This aspect complicates not otilg commercialization but also the
definition of price The price of the product is defined in the area where the first harvest takes
place, which is in Goro within Ferrara provincén this area, price is the lowest because
mussels are grown simultaneously with clam reducing total production costs. Moving to
Cattolica and Cesenatico the price increases, because of the labour costs, reaching highest
values and suffering the competition frometlother Italian area.

Musselproducerslack of commercial skillsThe businesses deal almost exclusively with the
production aspects while marketing is managed almost entirely by dealers

The product can be placed on the marketdimrectly sell torestaurant,to growing implans or

to privates. Some areaof the Romagna @st have identified a common trader
GaAldAdt AOSaSyl A ORegertificitRn. GrbwdrS of lothér.irel HifReadt 2ade)
maintained & autonomous commercialization.

Span represents one of the maioompetitorson commercialization. In particulain Sapain
Mussel market is characterized by the presence of Producer Organigationabsence of off
shore implants allowskeeping lower price compare to Italiaronce, whichusually are
estimated to be around 670 Cent/kg. The existence of Produc&rganizatiors in $ainis

strictly related to the mussel variety Itivated in those areas. In facthis one requires a
processing treatment before commercialization that varietytivated in Italianarea does not
require.
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Another competitor is represented by Greekarket, more than Spairhecause the Greek
product reaches thematurity level in the same period of the Italian one, i.e. from May to
September.

Mussels:Institutional arrangements

It can be noted thathe most part of the concessions and consequently implants, are currently
cooperatve that, in most cases, entrusb companies associated to them for production
facilities. These are micro businessaaders, or L.T.Dcompanies, employing a small number
of employees and that are equipped with one, rarely two boats to carry out the farming
activities. In most caseshey shall independently carry out the anketing of the product and

the investments for the improvement of facilities or purchase of machinery. Nevertheless,
there are cases in which the members of one or more plants are brougjether to market
their product. This fragmentation is a major limitation in terms of product emtement and,

in most cases, does not alloravingsufficient capital to cover new investments andfexe
crises caused by natural disasters. Althauis has not preventeaertain dynamism in the

last five years, in which thgyerformed several, mainlynodernization,investments(purchase

of boats and ancillary equipment)s( Prioli 2011)

With regard to the management and processing operations, the production proceskecan
summarisedn three main phasesewing, socking and harvest

From the beginnig of sewing it takes a period of about 8 to 12 months to the harvesting of
the finished product. Theseed gatheringoccurs twice a yearate in the winter and then
during the autumn. When the molluscs have reached a size of 2 to 2r¥zwhich usually
corresponds to summer seasaifie retrieval take place. For socking, plastic tuaesused

The production of mussels has a main peak in the period from March to June, and this creates
considerable problems for the organization of marketing. Thidue lagely to the influence

often concomitant ofthree main factors: te adoption of breeding techniquehe natural
replacementof youndfish, and theperformance of the reproductive cycle

Becauseof the regulation in 2004, thpublicconcessioahave a diffeent cost dependingn if
they area privateenterprise ora co-operative. Ceoperatives pay a contribution of 0,4 Cent
while an extrepreneur payswe ® ¢ KA & n-ifipodfu impaét linderns of cost to be
corresponded to the Regional institution for tipeblic concession.

This difference in price has determined a large conversioprivfate enterprisesinto co-
operatives. This transformation is in factmore from a formal point of view thanractical,
where the commercial management remain the saménan enterprise.

Mussels:Policy and regulatory conditions

Subsidies in Aquaculturdependng on European Maritime and Fisheries Fund (EME®&)er
around 50% of the investmenHowever, sine the majority of firms in this sector are small
medium size enterprises that do not have the necessary financial resources to cover the
remaining part of investment, they need to apply for a credit access.

Mussel in order to be sold to the big retailerganization must pass through the inspection
centre. At thisstage,all sanitary contrd are performed.Regulatory sanitary conditierare
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established at regiondével and then applied with different protocol at municipality levighe
levek of control imposed by law are severeand frequent; however, the accomplishment of
them is not homogenous in the ltalian territory. The Adriatic Seast and offshore in the
northern-centre part is highly controlled.

In these last few years, there has been a negatiagket trend mainly due to the adaptation
to new productive and sanitg regulation introduced by EU.

Mussels:Environmental issues

Some of the main environmental issues related to the mussel growth is related to the
dispersion of catabolism substance expelled by mussels that can reach the coast. In particular,
in case obffshoreimplants, where the implant level is not as deep asl@pth coastal zone,

the sea flow lead back rests to the coa$dn the other hand, mussel absorbed Nitrates and
Phosphates, so they have positive effect on Ehgrophication (G. Prioli, 2011)

Mussels:Drivers, strategies and future performance

Strateges in response to market and marketing conditions:

In particular, the adoption of Organic certification allowed some Italian companies to deliver
their product to big France retailer (Carrefouifhe growing conditions are very similar to
conventional mussl growing except fothe density. Even if there is not a return in tesrof

price, in fact, the ultimate price of the product does not change, the opportumityplace the
product on the marketepresents a valuable aspect

In EmiliaRomagnaji KS t 2101iSt BRX / SNIIA | ¢ It ilarforgan® $rgdud® S S
which is internationally unique because of its organoleptic flavour and texture among the
mussel productionSinceDecember 2013, the Fenice Company has certified its production
with the logo oforganic product that guarantees the traceability of the organic sedtor.
addition, @nsumers are not educated in the quality recognition of the mussel prodivitirm
consumers on the quality of mussels would help in protecting local product.

Strategies in response twedit condition

ISMEA represesta possible creditor able to give guaranty to the firmi$ie cooperative
MARE.A is collaborating with political institution in order to help $irto gainaccess to
convenient form of credit suchsbond, insuance. Insurance is not a recognizestrument in

this sector because of the lack of reference/information in respect of level of risk and failure
casesdn this sector.
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1 Introduction

The analysis, which is based on the conceptual framework developed in WP 1, aims at
producing amore comprehensive view of the nature and dynamics of policy and regulatory
conditions, market imperfections and their implication for sustainabitifythe four Italian
sectors (wine, fisheries and aquaculture, pear and muss€gls first two sectors refer to our
primary fvine) and secondary (fisheries/aquaculture) case studies in Tuscany. The second are
the primary (pear) ans secondary (mussels) case studidamiiliaRomagna. The four case
studies have their own sections with the Italian National Report since they represent four very
different universes with tehir specific characteristics that we have tried to disclose through the
research methodologies usedhd the gathered experience data.

The researclstarted withthe media coverage dfINRA Y I NE  kONtRirfRhitiQ) Privtesh

Italy with regard to the specific groups of conditions identified in the SUFISA Conceptual
Framework (WP1) regulatory and policyfactors, demand, finance and risk management,
sociginstitutional, sociedemographic, ecological, technologicdlhe conditions identified
within the media analysis provided in this report are representative of the two main case
studies for Italy (wine rrd pear) and for the three satellite case studies (fisherigsaaulture

and mussels). In the SUFISA share point a wider and deeper National Media Analysis, the
Media analysis for the wine case study and Fisheries gndailturesatellite case studies ar
available.

Tablel1.1 report the press coverage in terms of the 8% of sources analyse@he research
focused on the years 2012016. For some sources, time range is less wide because of limits in
archives availability; some texts produced in the prasgigears have been also selected when
deemed particularly relevant or pertinent.

Tablel.1. Size of the sample

Source type Texts number | % of sample
Specialised magazines / websites / blogs 86 46
Generalist newspapersmagazines/ websites / blogs| 36 20
Government, NGO, farmers' organisations 40 21

Scientific articles 23 13

TOT 185

Then the deskbased review involved analysis of key policies, regulations and market issues
that impact onthe four case studies. Theeview included academic publications (research
papers, books and websites related to sectors and/or key regulations, policigsetissues);
Government and policy documents and websites; market data, market research and
consultancy reports; industry data/reports and NGO documefite Common Agricultural
Policy (CAPAndthe Common Fisheries Policy (CFP) and were both reviewdstan, as well

as relevant regulations related to each sec¢t@upplemented with analysis of policy
documents. Market research and data on each commodity sector was also reviewed, as well as
relevant industry data, including analysis of secondary dataexamine socieconomic
changesn both sectors over time.
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The stakeholder interviews were intendedadd more information orthe deskbased review
The aim of the interviews was therefore to gain furttexperience datanto the nature and
complexity of market and regulatory conditions and emergent CSP ishumsgh the four
case studiesA total of 24interviews were completed for thewvo primary case studies (i.e. 15
for the wine and 9 for the pear)p which severainterviews were also carried out fone other
satellite case studiesThe interviews completed for each sector are listed in Appeddxand
7.4, with a summary of the type of stakeholder interviewed in each cbdest interviews
lasted one hour but mary were longer than this denoting interest and willingness to
participate by the respondents, or at least to expose themeas$iasues relevant fahem.

The structure for the rest of the report is as follows. The next section of the report provides a
summay of the dominant conditions and trends in Italian agriculture. Then in chapter two is
reported a summaryf the key media analysis findings, both in general and in relatidhdo

four case studiesThe main part of the report is then made up of tfeeir commaodity case
studies(i.e. the primarylabelled as Aand the satellitelabelled as For Tuscany and then the
primary named as Band satellite defined as 2for EmiliaRomagna) which review key
regulatory and market conditions fowine, fisheries and agpculture, pear and mussels
respectively.Eachcase stugt contains alsoa SWOT analysis and short discussion which
summaries the key issues/conditions emergingthie sector Then, the two primary case
studies end with the main key condition discussed wihus groups and workshops with
producer and other actors in both commodity chaiaad with the producer survey (the
section of insights from producer survey A refer to the primamjne - case study for Tuscany

and the section of insights from producsurvey B refer to the primarypear- case study for
EmiliaRomagna)Each case study contains also a SWOT analysis and short discussion which
summaries the key issues/conditions emerging in the sector. Then, the two primary case
studies end with theanalysis of the main key conditions discussed with focus groups and
workshops activities with producer and other actors in both commodity chains (i.e. wine and
pear) and thetwo-producersurvey that have been delivered for wine producers in Tuscany
and pea producers in Emili#&omagna

1.1 Dominant conditions and trends ithe Italian Agriculture

Before examining the characteristics of the four case studies for the two Italian regiores (
fisheries and aquaculture for Tuscany, pear and mussels€EfolliaRomagng we try to
highlight through this introductory chaptethe major conditions and trends of agricultural
and fishingactivities on Italian territory.

In the last 50 years, according the National Institute of Statistics (ISTAT, 2013),eh&as a
progressive change in the role of agriculture within the Italian economy as well as in the rest of
the European countries. If in the past more than 50% of the national wealth was derived from
agriculture, according to data provided by the Natiomadtitute of Agriculture Economics
(INEA) in 2014 the contribution of the Italian agriculture to the national GDP was just over
2.1%, slightly exceeding the average of the EU countries (i.e. 1.7%).

1The document has been prepared by the Uil UNIBOteam. It has also benefitted from the feedisaaf the
internal reviewer (AUA and from the active contribution of other project partners.
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Onthe one hand, this finding is further strengthened by tB.3% growth of the value of the
output in agriculture, forestry and fishing, measured at current prices, which allowed the
sector to reach 56.1 billion euro, including secondary activiesthe other hand, the results
achieved on the international olgts and the comparison with the agfood systems and the
performance of the other European countries highlights the importance of the export for the
country. The presence on international markets represents the core for which the Italian firms
are invesing, and the Government is providing a support strategy aimed at giving aid to the
Italian products.

The awareness of the importance of the agribusiness sector for the Italian economy, but also
of its critical points (e.g. burdensome bureaucracy, generai change, difficulties in
accessing to credit, the increase in quantities of unused production) have stimulated several
responses from the public decision makers.

Thanks to the support received through tRairal Development Polig)RDP)the country has
sought to strengthen the role of food supply chain (manufacturers, food industry, wholesale
trade, retail trade and Ho.Re.Gdhrough the relaunch of investments. Indeed, according to
INEA (2014)in 2013the sector experienced a decrease in the grossdiinvestments in the
order of the 4%, while during the 2012 the decline was even more pronour86¥4). Thus,

the public support has concentrated the resources mainly on those sectors most in need, such
as the livestock sector for meat and milk, thealale, the protein plats, durum wheat and

olive growing, with the objective of gaining margins of efficiency and boost towards a growing
variety of quality products recognized by tbeand-name"made in Italy" brand. Furthermore,

the search for greater dffiency in the agricultural and processing phases has been
accompanied by the progressive encouragement towards a more sustainable and
environmentally friendly farming model. Moreover, many other measures have been
developed to support young farmers. Foxaenple, the ltalian Government hgwovided
support programs for young farmers, including tseeductions of 19% to people aged less than

35 who are renting land, and the reduction of 1/3 of the gross wage for more stable hiring
(INEA, 2014)Finally,yet importantly, the Public effort has also focused on reducing the
bureaucracy (e.g dematerialization of the registers and it has been also created the unique
register of controls).

Despite these efforts, the 6th Agricultural Census (2010) reported nufjanges on supply
side, which have seen a gradual decline in the number of farms over the last de8a#e (
reaching 1,620,884 farms. Moreover, there was also a limited reductt6%) of utilized
agricultural area (UAA) to 12.9 million hectares, whezhto an increase of the average size of
the farm (7.9 hectares). According to the data provided by the Chamber of Commerce, the
RSOfAYS Ay (GKS ydzYoSNJ 2F NBIAAGSNBR FI Nya:z
and related Services" has camned, the individual farms, which account for 90% of the whole
population. At the same time, in the last decade there was a progressive increase in
partnerships and corporations (+16.9%).

However, Italiamagriculture is still characterized by a high prevee of sole traders, despite
their importance is reduced considering the UAA (76%) and the standard output (67%).

Conversely, partnerships, corporations and other types of farms, including cooperatives and
associations, achieve 31% of the output andicate almost 18% of the UAA, although they
represent only 3.6% of the farms surveyed. Thus, data confirmed a general growth of interest
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in these most advanced types of farms (e.g. UAA was around 12% in 2000), although the
transition is progressing gradisl

Furthermore, according with the figures released by the 6th General Agricultural Census 2010,
the most common management model in ltaly is the family farm. This family management
represent the 98.9% of the total farms, thus cultivating 89.4% of thal totAA.This type of
farms are crucial for the rural economy since they contribute from food safety to the
environmental protection and to the production of public good$owever,in terms of
structure these farms are smadized (i.e. 7.2 hectares, agdim®.2 hectares of the no family

run farms) with the prevalence oft he direct conduction by the farmer. More than 50% of
these farms own less than 2 hectares and cultivates only 6% of the total UAA.

According to the census, about half of Italian farmsfafider the minimum economic size (i.e.

less than 4,000 euro of standard outpuS0O). Then, about one fourth reaches an economic
size between 4,000 and 15,000 euro, while just a small percentage of 5.5% achieves significant
economic sizes (over 100,000 reuof SO). Those farms that have economic dimensions
exceeding 100,000 euro occupy 41% of the UAA, they use 27% of the working days and they
produce 62% of the SO.

According with ISTAT (2013), in absolute terms, the majority of companies is concentrated i
the Southern Regions (i.e. Puglia, Campania, Calabria and Sicily) with almost the 48% of Italian
farms. Furthermore, the distribution of the Italian farms shows a strong polarization between
the North and the South of the peninsula, denoting a differenbductive vocation of the

Italian regions.

In 2013 the Italian agriculture recorded another negative trend with regard to the decreasing
number of people involved in agriculture4(2%), with a much stronger decrease for the
employees 4.7%) than for tk selfemployed {3.6%). However, during the same time the
share of the partime employees and the incidence of the foreign workers have increased,
with a pronounced increase in the Northeast and with a high presence in the Centre, where
one employee ondur is foreign. The reduction in the number of people involved in agriculture
led also to a decrease in the workihgurs (1.6%), in recovery after the sharp decrease of
2012 (5.8%). These numbers denote a relative process of farm intensification thatecbqu
from the resulting farms an increasing number of days per year in order to carry out their
activities: from roughly 137 working days per farm, in 2000, they reached 155 working days in
2010.

If we analyse the income generated, the 2010 data show #udurse of extraagricultural
incomes to support the owner of the farm (i.e. 26% of the farms). In the 20% of the surveyed
cases, the extrfarm employment prevails against the farm employment, while just in the 6%
it prevails the employment in the farm.

Furthermore, in 2012 according to the estimates of the Farm Accountancy Data Network
(FADN) the average net farm income amounts to 21,700 euro per year per household.
Compared to the previous accounting year, there has been an increase in the value wif outp
which, however, doesot mean an improvement in the profitability by the Italian farms which

is rather in decrease, albeit to a lesser exteri®f), due to a substantial increase in current
costs.

Finally, one factor that is worth pointing out is theifterent impact of public aid among
geographical areas, between size classes and production systems (i.e. in the farms with
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economic size which does not exceed 15,000 euro of standard output, the 50% of the overall
farms, the incidence of the aid on thelua added is around 25%). Moreover, the economic
size affects proportionally the productivity and the profitability of the productive factors (i.e.
land and labour). According to the census, the average value of the output for one hectare of
cultivated lanm is estimated at 3,545 euro, of which 56% is converted into value added. For
farms located in the Northern Italy, and for those located in the plain, farming remunerating
30,000 euro of net added value their working unit, while in other districts antudés, the
average added value per working unit is so low that not even justify the adequate
remuneration for a single unit of work.

With regard to the demand side, INEA (2014) reported a decreasing trend in food
consumption at the national level. Thisgative trend is connected from the one hand with
the recessionary condition, which the Italian economasexperienced since 2011, amch the

other hand is linked to the change in consumer taste pattern and food demandwiirib
pointing out that the Italian economy experienced a decrease in volume of the GDP (i.e. in
2013 it was equal tel.3% after having reached th2.4% in 2012) together with difficulties in

the labour market and the uncertainties about the economic future. These conditions have
slowed down consumption as well as investments, thus triggering, once again, a contraction of
the domestic demandThen, this condition has been worsened by the growing increase of
markets concentration and by the raising of entry barriers and external catigpebf new

world producers on foreign markets. The balance and the main trigger to the growth of the
GDP has been provided by the positive increase in the exports counterbalanced by a reduction
in the imports.

Among changes of consumer habits, there dndween new opportunities related to the
AYONBI aAy3a F20dza 2y ljdzfAde |yR KSFfiKe LIN
flroSttAy3 YR GKS ljdz2rftAGe 2F F22R LINRPRdzOG &¢
the integrated production (SQNPI}, A YAYy 3 |G aSyadaNAy3I | |jdzk £ )
AAIYAFAOlIYyGfe KAIKSNI GKFy GKS | OlGdzZrf O2YYSNJ
the economic crisis, the agribusiness sector continued to push the demand for quality
certifications, in orderto differentiate the Italian products and increase the selling
perspectives on the foreign markets (INEA, 2014). Noteworthy is the increase in production
and consumption of organic food.

According with FIBIFOAM (2012), Italy is one of the 10 greatesiducer countries, and it
stands at second place after Spain, among the EU countries, for the surface sown with organic
farming. Inltaly, the organic surfaces are increased in 2013 by 12.8% over 2012, reaching
1,317,177 hectares, which represents the 3.5%the worldwide organic surface (SINAB,
2013). With regard to the market value, in Italy reached 1.9 billion euro in 2012, of which if we
consider the value of exports, it becomes 3.1 billion euro. Italy is thus the 4th country among
the EU countries, wh an incidence on the community turnover of 9% in relation to the organic
foods and products (IFOAM).

Finally, we must remember that through this first chapter we tried to review the most
important characteristics of the Italian agricultural system, hgtting some emerging trends.

In the next chapter, we will try, through the media content analysis among the scrutinised
sources of information, to get into the detail of the most important debates in order to achieve

a good representation of the conditisn(factors, demand, regulatory and market) that affect
FIENXYSNBRQ aGNIGS3IASa YR GKS NBfFGAGS LISNF2NY
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2 Media Content Analysis

In the followingsections,we analyse the media coverage bINJA Y I NEB  kistRirfabiiy S NA Q
profiles in Italy with regard tothe specific groups of conditions identified in the SUFISA
Conceptual FrameworfWP1) and enumerated as follows: regulatory and policy, factors,
demand, finance and risk management, seaistitutional, sociedemographic, ecological,
technological The canditions identified within the media analysis provided in this report are
representative of the two main case studies for Italy (wine and paadlfor the three satellite

case studiegfisheries, guacultureand mussels)n the SUBA share poirdwider and deger

National Media Analysisthe Media analysis fothe wine case studyand Fisheries and
aquaculturesatellite case studieare available

In more detailwe report below (Tabl@.1) the press coverage in termd the types d sources
analysed.The research focused on the years 22IA6. For some sources, time range is less
wide because of limits in archives availability; some texts produced in the previous years have
been also selected when deemed patrticularly relevant atipent.

Table2.2. Size of the sample

Source type Texts number | % of sample
Specialised magazines / websites / blogs 86 46
Generalist newspapers / magazines/ websites / blo¢ 36 20
Government, NGO, farmergtganisations 40 21

Scientific articles 23 13

TOT 185

Text analysis has been conducted with the coding process described puithelines.Yet
NVIVO software has been used for the gathering and organisation of the findings, whereas
actual textual coding has be@one manually. Codes have been organised in four levels grid:

1 text coding (in the original language, directly highlighted from thesjex

9 substantive coding (words or short sentences in English, representing, summarising or
gathering text coding outcomes);

1 theoretical coding (conditions or related areas of concerns)

9 conditiongroups derived from the Conceptual Framework.

The generalpicture drawn by the Italian media with regard to the conditions influencing
farmers' actions and strategic choices highlights several key elements that confirm the analysis
conducted on the international scientific literature alongside others more cousypscific
sources. It is worth noting here that, due to the nature of most of the analysed media sources,
conditions are mainly discussed in critical terms and with focus on the problems (i.e.
inefficiency, burdens, constraints, missed opportunities) ntben on good practices.
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The media report addresses these prevailing perspectives since they reflect the nature of the
national and regional debate, often representing key aspects influencing farmers' decision
making processes and strategies identification.

2.1 Regulatory and policgonditions

Two dominant aspects regard the presence of a burdensome regulation that farmers have to
cope with and the public support. For example, several analysed sources generally argue that
FIENYSNBEQ LINPRdAzOGA 2y OK 2REBUBding chpoidubives (RepprG2 6/ |t
IPSL). Theseconditions are obviously related, since the support in EU is mostly conditioned to
GKS TR2LIGAZ2Y 2F OSNIFAY LINI OGAOSaXI NBI dzA NA y =
norms. These features, which are crucial not only for Italian farmers, assuitayirsome

specific characters, generally debated in highly critical terms on the media from regional to the
global scale.

With regard to this debate, we can highlight four areas of concern:

1. The heavy bureaucracy burden, in terms of time and effort neeecomply with all
bureaucratic duties at different administrative levels, but also in terms of the
inefficiency, irrationality and delays characterising the action of the public sector. This
is often mentioned among the main burdens any farmer has te.fa

2. Taxation, usually considered high, unstable and then difficult to consider in a business
plan, and not well tailored on actual farmers' capabilities and needs. Taxes on farms'
value added and on farms' land occupation (both for agriculture activityfancural
buildings) are apparent and highly debatedespecially on specialised media
examples of these concerns.

3. Food regulation, is often felas being influenced by interestther than (and even
opposed to) ltalian farmers' ones (agimod corporaton, large retailers, northern
European farming sector). Complaints are recorded, for example, with regard to the
contents of foods (use of milk powder for cheese production, sugar added to wine,
etc.) and to safety, standards based on industrial food attaera.

4. European legislation (CAP), international agreements and geopolitical tensions, again
perceived as damaging farmers' interests. This is for example the case for the
preferences granted to Mediterranean extEuropean countries for fruits and
vegetaldes and to the ban vs Russia, which heavily affected exgaihted producers.

The first point regards the heavy burden of bureaucratic duties and the overall inefficiency of
political actions are two well knownAwe may say "traditional* critical obsevation raised in

the debate, especially in the Italian public sphere, among generalist and specialised magazines
(CdS1). Bureaucrabyirden is referred to as a "monster" which has "devoured" more than 100
thousand farms because of the costs for bureaucctatduties. Moreover, also public
administration inefficiencies (i.e. delays) but also, and not least, the amount of time required
to accomplished with all the formal requirements have a negative impact on production (it has
been estimated that 100 workingagls per year have to be devoted to bureaucratic work in
each farm) (ANS). Bureaucratic obstacles are also mentioned in relatiooutsourcing
processes (A8, to the duties young farmers have to accomplish with (1A45, 1Z1) and to the
access to credit (AM1 Soll). Furthermore, the political inefficiency is also criticised both in the
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public sphere (i.e. the weak protection of Italian products that is addressed also for the fishery
sector- EFM6), and in the policy one. At this level, the debates pointseweralcriticisms
Fo2dzi GKS LAOFfTAFY LREAGAOAIYyaQ OFLIOATAGE G2
negotiations. With regard to protection of ltalian food quality, often debated are EU
regulations setting industridbased standards, likthe possibility to add sugar to wine or to

produce cheese with milk powder without adequate information to customers (CONG6). Beyond

the specific contestations, the quality and information standards are highly relevant for
strategies based on (concepts gf)ality.

With regard to the second point, the the inadequate (too high, distortive) taxation on farms,
are underlined by one of the most representative farmers' organisations "Confagricoltura”
(CON1). Taxation is actually another highly relevant arearfern and one of the conditions

that certainly influence the amount of resources farms can dedicate to implement new
strategies, but also the direction of the change. Strategies like acquisition or abandonment of
portions of land, their form of possessidproperty, renting), and adoption of production
favoured by tax reliefs are directly influenced by the taxation system. Specifically debated in
Italy are the IMU taxations on farming land occupatierfSol4, Sol9, Solll applied to farming;

MIP1 for publc waters used for aquaculture); on value added (AN20, Sol4), on waste collection
(TV3). All these issues are debated per se, but also in relation to the need of having, a fiscal
system tailored on the farming sector peculiarities (Sol4, AN20 for theadjzed or economic
magazines; CON1 CON2 for farmers' organisations in the policy sphere). The assessment of the
burden added by each taxation is sometimes contested: the IMU, strongly contested by many
farmers' groups, is considered not so hard to copekwito & ¢/ 2f RANBGGAE O0AQ
representative farmers' organisations), which argued thabattle in this field would divert
energies which would be better employed against other taxation areas (Sol4).

In the third point, the debates are often m#oned in relation to farming conditions such as
labour, quality and hygiene standards and environmental protection. The former is mostly
debated with specific attention paid to the illegal and "black" work employment, which exploit
workers' rights (usuall migrant workers, as highlighted in the next section). Moreover, other
debates focus on the complex regulation of those grey areas (cooperatives, daily work) in
which workers are legally employed but in bad living and wage conditions (IA8). The farmers'
organisations are concerned with this issue that tend to outcompete small family farming in
particular (CON16). In the scientific sphere, these themes are addressed at a more theoretical
level with regard to the nediberal and free market dominance shapingntractual relations
among weak and strong chains actors (ARE5). With regard to hygiene and safety standards, the
discussions focus on the conditions to be accomplished for food (but even cattle)
transportation, storage and processing (IA10). If standaate set according to industrial
standards, they may create problems for srsahle productions and artisanal processing.
Other standards are related to the contents and processing methods that are allowed, and to
the traceability of these methods. Theogsibility for example to produce cheese with milk
powder, or to add sugar to wine, and then to sell those products without those methods being
communicated to consumers, has been strongly criticised by Coldiretti as a threat to
traditional productions andnational farmers: the alchemy on the ingredients have
denaturalised even the most common types of foodl ¢ Ki&s, &idd$Coldiretti's article,

"are a damage to countries like Italy which rely upon their primacy in food quality and"safety
(Col7).
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Ervironmental regulation is raised with regard to specific points, as for example the regulation
on tractor engines use (AN19) and for the balance between farming activity and environmental
protection (farming in protected areas constraints farmers' actgitbut it is an opportunity to
develop a better integration with territory and multifunctionality) (MIP4). Again, similar issues
are debated for waters: impacts of aquaculture and its dependence (mainly in the case of
bivalves) on coastal protection meassr(FED6)In order to reduce negative impacts on the
environmentother regulations fixproduction limits and quotas. The milk quotas lestgnding
conflict has been extensively debated on the media, even in the not specialised ones, being
one of the fewtechnical issues related to the farming sector to become well know to the bulk
of the population, not least as a consequence of the mik2 R dz@oSilédtions and the
consequent political struggles (Repll, CON14). Public intervention on farming ersiahm
impacts go beyond the imposition of limits and constraints, to involve active policy measures
aimed at encouraging green and sustainable practices. This is another highly sensitive and
influential field, as farmers' direct payments provided by théGifst pillar are a crucial source

of income for many farmers, as well as other forms of support, that are often linked to the
respect of ecological standards. A report from the Ministry of Agricultural policies underline
the relevance of this link (MIP4yith specific focus on diversification and permanent grass
maintenance).

With regard to the fourth point, the number and variety of specialised sources on the public
sphere that give information and release critical observations (IA30) witness the retewdn

public support provided by the two CAP pillars. The high reliance of farmers on the CAP for
their production choices is explicitly highlighted in the generalist newspaper la "Repubblica”,
which witnesses how the colours of the countryside are detagdiyear after year by the
changing CAP support pushing egmeduction vs another (Rep5). A frequently commented
O2yRAGAZ2Y O62NE G2 o0SGGSNI RSTFAYS AdX I RNARGS!
which leads to a market rerientation for many farmers (ARE6Jhese processdead to the
consideration that European agriculture (and Italian in particular, being Italy one of the main
beneficiaries of the direct payments schemes), is "changing its face" (Rep11).

Some specific regulatory conditis have to be finally mentioned with regard to the fishery
sector. This sector is distinctive as it is more a form of harvesting of natural resources that an
actual farming or grazing activity (like aquaculture). Yet, the impact of human fishing (and in
more general terms, the impact of human presence) on the natural resources that are being
exploited is so high that strict regulation on the extraction of those "resources" (the fish) is
required. In fact, fish size limits and definition (and enforcement) of the biological recovery
periods are about the most debated fishemlated issues on mass newspapers (Rep 2, Rep4,
Rep7), among fishery organisations (FED2, FED7) and by governmental documents (dIP1). T
criteria adopted to regulate fishery, as the "fishing effort" to be applied to the fishing boats,
are equally debated as one of the main influential conditions affecting fishermen activities and
perspectives (MIP1).

2.2 Factorconditions

Sources analysg factor conditions for famers tend to focus their attention around some key
inputs and assets: land, labour, energy. These seem to be the most debiatect the most
relevant- on influencing farmers' choices. Other factors (raw materials, skills aod kiow)
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are also discussed, yet with minor frequency. Within raw materials, there are concerns about
seeds thatare worth to underline. Furthermore, a peculiar form of input can be found in the
fish stocks available for fishing. These stocks are actuahg than a productive factor: they

are the direct source of final productgalready underlined, fishingatoser to harvesting than

to farming). A last important factor, technology, is not considered here, as it deserves, for its
specificity and complety, a dedicated section.

With regard to the first factor, land issues are frequently discussed mainly in relation to
farming land loss due to the trend of expansion of built areas and to the competition exercised
by nonagricultural activities (AN16, CdSIThe critical point related to this aspect is that
urbanization and overbuilding processes usually occupy the most favourable (i.e. close to
urban centres and to transport infrastructures) and fertile (e.gindairrigated) arable land
(unlike abandonrant, which obviously tends to impact less valuable portions of land).
Moreover, this point has been at the core of a recent position paper by the Ministry of
Agricultural Policies, which also highlights how abandonment is normally a reversible process,
while urbanisation is not (MIP2). Moreover, the debate around this trend is related also to the
negative effects on prices that farmers have to afford for buying or renting arable land (Sta2).
The problem is present by the farmers' organisation in relation lamdscape and
environmental issues, which are probably present in the-specialised readers' imaginary.
Coldiretti states Italy has to protect its own agricultural richness and the availability of fertile
land from urbanization and abandonmérdlso inorder "to protect territory and citizens [...]

from landslides and floods 6! bmc o ® Ly | @SNE RAFTFSNBy
territory available for production has been also raised in the aquaculture sector by a document
produced in 2013 p the Italian institute for Environmental protection focused on the Sicilian
context.

Concerning Labouavailability sometimes is discussed in the context of wider analyses of
sociodemographic and economic trends with two parallel observations proposegréss
articles not specifically related to farming. The first one is a sort of "return to farming" wave
among young urban, usually highly educated people, willing to engage in agriculture to find job
opportunities but also a better quality of life. At treame time, and with regard to quite
different working conditions and contexts, there are enquiries and studies highlighting the
crucial role of migrants for those undgualified agricultural jobs that Italians are (or are
supposed to) not willing to dorymore, so that many typical Italian products are told to
survive thanks to these new workers. The hard working conditions these workers are exposed
to have attracted even Amnesty International's interest in a 2013 report calling for urgent
action to tacké migrants' sevar exploitation in the Italian food sectér.

Quite interestingly, recent articles underline that a rising number of Italian people seem to be
looking for these jobs after losing their occupations (or never finding one) because of the
econonic crisis (FQ1). Women are found in particular heavy and weak conditions, as witnessed
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agriculture work, which tend to outcompete legal and ethical farminchés 'ttaporale”, the
informal broker between daily workforce and farms. On this aspect, much debate has also
grown locally and in unsuspected sectors like wine. In Tuscany, the majority of debates in the

2 Andrew Wasley: Migrant workers face 'severe exploitation' in Italy's farm sect&ologist4th Jan
2013.

54



last years concern the recent findings on the usellegal hiring system in the vineyards and
the subsequent need of more severe regulations and controls. Many local generalist
ySsall LISNE NBFSN) (2 G4KS LINRPoftSY 2F Aff Sl
oblige workers to bad limg and wage conditions, creating problem of work safety and an
unfair competition on costs with legal farmers.

A different problem in relation to labour is the loss of traditional knowledge, that plays a
crucial role in the implementation of the diversificationatgies aiming at qualifying products
through the valorisation of traditional varieties and artisanal processing (Rep6). These
competences have sometimes to belearnt or acquired exovo.

With regard to Energy, the medidebate that surroundghis impatant input for farming
represents this factor as an important cost than as an opportunity. The costs for fuel for
transports and warming, linked to the cost of oil but also to the tariffs on energy, are often
regarded by farmers' organisations as a burdenthe farms and the whole food chain, raising
final product prices and expanding the pricest squeeze (COL5). Specific attention is given to
fuel costs for fishing (ISP1, VNY1).

Seeds deserve a special attention as they represent also symbolicallieniion between
artisanal smailkcale farming and industrial models of organisations. Seeds are the source of
future crops, and a source of control and autonomy in the farming activity. A specialised
website raised the issue of oligopoly control on seedguing that 5 corporatiagcontrol 95%

of the European seeds market. Some articles on the PDO regulation and potentials (Rep7) and
maybe more influentially some interventions by the popular Slow Food founder Carlo Petrini
highlights the importance of faners' controls on their seeds: "do not allow the life patent
owners, merely looking for profit, prevail over peasants, who only aim at preserve, improve
and select the seeds for their farming” (Repb5).

Some more specific concerns are mentionedeigard to the markets for raw materials. In the
pasta industry, one of the flagships of the made in ltaly food, nearly half of the wheat is
imported from abroad. This import is not only crucial to ensure adequate amount of wheat,
but also to improve the cality through varieties differentiation (FA1). A similar situation used
to be debated during the milk quotas regime, now expired, that hampered Italian milk
production potential and forced to import almost 40% of milk from overseas, to be used for
final cansumption and to prepare cheese (Repl14).

Some final considerati@are reserved to the fishing sector. The fish stock trends have already
been discussed in relation to regulation issues. It is here just worth underlining the decreasing
amount of fish, in prticular for some species that are on the verge of extinction in the
Mediterranean basin. This common concern for stocks decline is to a certain extent contested
by a sector organisation (Federcoopesca) which argued on 2014 that stocks are
underestimatedand that this leads to excessive limits to fishing (FED7).

2.3 Demand conditions

The media debate on demand conditions is quite rich and vibrant, in particular for the public
sphere. This is not surprising, as the demand market conditions and their detersiare
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popular issues also among nspecialised media. As an overall view, low fayate prices and
unpredictability are the key features of this area of concern. Conditions influencing these
features are also frequently debated, in particular economiisis effects, market power
relations along the chains, food market globalisation and increased competition, new social
concerns and expected food chains outcomes.

Products prices decline is discussed with particular regard for fresh and raw produets, lik
fruits and vegetables (AN9) and raw milk (Rep9), but also in general terms (AN7, AN11). From
another point of view, also in Tuscany it has started a discussion on the possibility of increasing
wine prices. Indeed, Fabrizio Bindocci, president of the swpeonsortium of premium

LIN2E RdZOSNE b! +L¢hhX RSOfFNBR Ay I tNE&hexBryolie Ay i S
is to raise the selling prices of our wines and this is one of the topics that we will face in the
forthcoming meetings of AVIEO 0 { Q@324ciy2016). Moreover, this negative trend in
conjunction with the stable or increasing costs farmers have to afford for their inputs (see
previous section) leads to priemst squeeze and farm income reduction (IA14, CON9). It is
worth noting that stillin 2010 a substantial stability in the pricests ration for farmers had

been recorded (IA36), but recent years the situation worsened and pessimist attitude spread.

Price volatility is a parallel converging factor that makes even more difficult farmers'
management. Thus, the potential determinants of this unfavourable trend, with specific regard
to the demand conditions, as emerging from the analysis, can be summarised as follows:

1. The farm location is still considered as an important condition for sorodygtions,
for two reasons. First, the combination of soil, climate and other ecosystem characters
that can support or hamper high quality production. Second, the proximity to end
markets relevant for transport time and costs but also for the possihiitgstablish
direct links with customers (ARE2) and to transport infrastructures, a particularly
relevant isse for fresh produce (490).

2. An increased horizontal competition among primary producers, both within the EU
and with extraUE competitors (IA21)t is important in this regard the role plaid by
the EU agreements with northern African countries already mentioned in the
"regulation and policy" section which is perceived as a main threat given the
similarities between Northern Africa and Italian prads. This particularly affects
farmers who are not able or in condition to process their products, as raw materials
see their price particularly exposed to foreigpmpetition (Rep9).

3. A growing vertical competition between actors playing at the varioupsstaf the
supply chains (farmers, agrmodustry, retailers), in which farmers often are in the
weakest position (IA21). Large retailers are often mentioned as the actors able to push
down farm gate prices and to force producers to work at the limits ofrteeonomic
sustainability if not below. Large distribution discount policies are underlined as a
strategy with heavy impacts on producers (AGRBEe problem has also reached the
non-specialised media, for example with regard to the milk sector ch&agket power
unfair relations in the sector are witnessed by the diverging trends between the
slightly increasing milk prices for the final consumers and the declining farm gate
prices received by the producers (Rep9, Sta2). Coldiretti president denoun@&d %
that if milk LIN2 R dziuivdA Rill not be effectively addressed Italy may lose "
national asset upon which a sustainable and durable economic recovery, beneficial for
environment and health, could be bli{Rep9). Farmers' fragmentatiosimentioned
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as a factor that further limits the possibility of a-b@lance in the difficult market
confrontation with powerful downstream players (IA31). More {partnership
attitudes are hence suggested within the policy and the scientific sphere, aartiyili
suggested by the title of a scientific paper (ARES8): "Competing on thef@apo
markets, for the farms, means "cum petere" (in Italian language the roots of the verb
"competere" in the Latin expression "cum petere" = "demand together") are more
easly recognisable).

4. The raising market volatility due to their internationalisation and financialization, with
commodities that are being interested financial speculation (discussed in the following
section). Market unpredictability links with internatiorgdition trends with their
complex and sometimesontradictory effects are well argued in an article published
on the Agricultural supplement of the most influential economic newspategole
24o0re". It is argued that "the quiet markets that had characed EU environment
now left the floor to nervous, unstable and highly interconnected markets, more and
more sensitive to a wide and diversified range of factors, even far away from the
agricultural systenj...] like oil price, currency exchange ratesainfin levels'(AGS1).
Geopolitical tensions, exemplified by the Russian ban with itsriatéy doublefaced
impacts- are also part of this new global market landscape (AN10). These trends
create difficulties and risks but also opportunities, as suggebtethe magazine in a
competitiveness nediberal perspective, to exploit the new demand for commodities
by some emerging and densely populdtarea of the globe. Moving towards more
marketingoriented and risknanagement strategies should help Italiarogucers to
cope with the new conditions (AGS1).

5. Economic crisis with its effects on demand patterns. The domestic demand stagnation
has been mentioned as a factor of crisis for producers, and as a factor that should
trigger an internalisation of their maek strategies (AG3). Farmers' organisations
showed concern for these trends: low internal demand, increasing unemployment,
scarce investments and competitivenessslase all features of the same recession
trend, yet export can still be seen as a pointstiength for the sector (Con3). This
situation should push political intervention for an effective internal support and for an
adequate representation of national interest in the CAP negotiations (Con1, Con2).

Another relevant set of conditions influencirdgmand's trends is related to global trade
changes and geopolitical tensions. Market liberalisat®often regarded as a major driver of
change, leading to a more intense horizontal and vertical (along the chain) competition in
conjunction with suppordecline (Agsl, IA21). The bans vs Russia is a debated example of the
impacts that geopolitical tensions can plagve onltalian exportoriented producers, like in

the fruit and vegs sector, with the following request for EU support in various forms to
counterbalance embargo's effects (FQ2).

Beyond theseoften-unfavourableeconomic trends (yet capable to provide new opportunities
for the farm able to grasp them), there are the emerging new social demands and expectation
visa-vis farming that are shapindh¢ development trajectories of many small and medium
sized farms. These trends, described by a wide body of scientific literature both at national and
international level, range from more environmentally friendly and ethical food production
techniques (1A3, Rep6), to new farms products (biomasses;drergy) (Agsl, 1A17), to new
green services, like in particular domestic and public green collection in urban areas and
waters management in petirban and rural areas (1A29). This multifaceted set of expiects
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which leads farmers towards diversification and multifunctionality (but also towards a possible
specialisation in green services with a shift in the dausiness- 1A29), is debated on the
media as an emerging consumption trend and lifestyle whiaoimérs have to profit of. The
widespread presence of small scale and famikned farms, in other regards a possible
obstacle to development trajectories, provides a fertile prndition for the implementation

of multifunctional development paths (CEEQLOpportunities are not only in terms of
meeting new social requirements in relation to processes and products, but also in terms of
replacing imports that are increasingly perceived as unethical (palm oil) with internal more
sustainable productions (suofler) (Rep6).

2.4 Finance and risk management conditions

Finance and risk management farmers' conditions are poorly represented on the media, most
likely because of their technical and specific character. Not surprisingly, many of the sources
where elements hve been found in this area of concern belong to the policy/market and to
the scientific sphere. There is an exception: the credit crunch many farmers seem to be
exposed to, a socially sensitive issue, which has a certain presence even-$penaaised
media. Farmers' risks also attract mass media attention when extreme weather events occur,
but the discussion hardly extends financial and insurance tools.

The most debated financial issues seem to converge within two areas of concern:

1. A persistent conition of agrarian credit shrinking that locks farmers in a credit crunch,
making it difficult to manage cash flow cycles and investment.

2. An inadequate finance and risk management ségftitutional environment. Public
intervention for agricultural risk nmmagement has a long tradition in Italy, but the
emergence of new risks, as well as the increasing use of financial teqlsires
innovative managemenand expertisg, whichis rarely available.

With regard to the first point, the scrutinised sourceglilight the reasons for which farmers

are exposed to business risks. Some of them are already been described in the previous
sections: less predictable market trends, promst squeeze in a context of weaker public
support, delays in the payments that mbhgcome norperforming trade credits (AN3). Delays

in payments are a condition that we also found through the interviews conducted locally
within the wine case study. Where different producers mentioned the difficulties in the
management related to the fadhat they systematically do not receive payment and they
have no extra resources to enable debt collection.

The second point is related to some other factors (i.e. extreme weather events, cash flow
management tools) that will be described below. Allgbdactors increase farmers' exposure

to risk and their need to rely upon credit and insurance markets tailored on their needs, as
well as to forms of public support.

Risk management tools are a crucial area of concern for farms. It has been underked th
public intervention in agricultural risk management has a long tradition in Italy (Enjolras et al.
2012) (AER1). For example, the "Fondo di Solidarieta Nazionale in Agricoltura” (National
Solidarity Funds for Agriculture) created in 1974, delivers type$ of services: financing of
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insurance policy and epost payments when extreme events or other accidents have
occurred: in case an exceptional event occurs, farmers are entitled to a compensation for the
damages suffered. The abowaentioned risks arealated to specific events or trends that can
threaten famers' financial sustainability.

A different area of concern that determines farmers' financial needs is represented by
"structural" shortterm cash flow problems, which can arise in relation to tleasonal
mismatch between inward and outward cash flows (CON10). These problems also require
access to shosterm credit. A need for new risk management, insurance and cash flow
management tools has been hence raised (AREL), in a context in which animgfaasers'
interest for, and use of, financial services like credit, insurance, finance (PAGRI1) is not
matched by an offer of tools (leasing, factoring, private equity) actually tailored on farms
characters and capabilities (CON15).

The need otredit for longterm investments, at reasonable interest rates and conditions for
access, is another widespread feature (AN14, 1A2). Farmers express need for funds to be
invested to cope with the crisis and to be ready to profit of the first signs of enanecovery
(CON15).

Neverthelessagrarian credit is shrinking, and farmers' credit crunch is witnessed by many
sources analysed (AN3, AN14, IA1). The situation is made even more complex by the high
indebtedness rates already showed by (mainly Southizimpers with the private bank system
(AN1) and by the new regulation adopted under the umbrella of the Basilea 2 agreement (1A1).
As argued by a specialised magazine "banks hardly meet farms' financial needs [with]
continuously raising costs and frequerases of credit denial" (IA2). According to Copagri (an
organisation representing about half a million of agricultural producers) the too heavy
requirements, high interest rates but also the long time required to conclude the credit
granting procedure areraong the main facors hampering farmers' access to credit. "The farm"

it is argued by Copagri "is a comprehensive endeavour, and if the financial tools part is missing,
well known processes leading to farms' closure would be triggered again" (AN14). linseen
combination with the CAP second pillar implementation, this difficult credit access leads to
distortion in the public resources allocation, favouring the wiliode beneficiaries more
capable to cdinance irhouse instead of the best entrepreneuri@eas. In short, there are
some effective tools embedded in a positive tradition of rural credit and finance, but some
problems arise with regard to the impact of the crisis and to the full exploitation of the new
financial tools potentially available. o@fagricoltura's President has summarised these
observations as follows: "the quality of credit to farms worsened, as witnessed by the increase
in shortterm versus londerm credits, usually aimed at investments [...] other financial tools
like leasing ad factoring, more adopted in other sectors, have met scarce success in
agriculture, as well as the private equity" (CON15).

A possible strategy to overcome these problems is seen in cooperation and partnership. There
is in Italy a traditional presence ofinal credit and cooperative credit institutes scattered on

the territory. Agreements between these financial institutions and farmers' organisations have
sometimes played a role to have a smoother access to credit and other tailored financial tools
for farmers that would hardly get them in a free credit market (CON10holrse bodies have

been created by the most representative farmers' organisations to face credit crunch and to
support with their guarantees farmers' credit access (CON1).
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With regard tothe problem of credit access, the wine sector in Tuscany has some peculiarities
and elements that differ from the situation of other sectan the country. As emerged from

the scrutinised sources, comparing to other sestgrarticularly for Tuscany, thproducers

have suffered less from the general financial crisis. The negative financial aspects described
above have been in some cases mitigated by the high value of productions and properties. Not
lacking in Tuscany cases where the bottles acquire theevafl options whose yields are often
much higher than those offered by traditional equitiéaurthermore,in other cases, are the

high value of the land and of the estates (S_12 WSJ, 2015; S 13 WSJ, 2015) that provide
guarantees for bank system and accésscredit. It is worth adding that a hectare of land
planted with brunello worth 350,000 euros (S_14 _TOS24e, 2016). The opportunities that are
related to the regional production system and to the type of products have allowed producers,
in some cases, toebless affected by the general climate of distrust and difficulties. From the
interviews, it was found for example thhainksoften seek after some producers to offer them
investment loans on extremely favourable terms

Again, some specific analyses canrbentioned in relation to aquaculture. As previously
argued the sector shares some features with farming activity, alongside some peculiarities.
Among the first ones the mismatch between economic and financial cycles has been
mentioned, due to the biologa cycles of breeding. This causes a specific need of capital to
finance working capital (AJABS1). Among the peculiarities, the high investments needed to
establish an aquaculture farm and the high capital intensity lead to the need to generate
adequate cah flow to repay farms' investment in fixed assets. In this fragile context, the
occurrence of crises or accidents "may force companies to default, especially when firms are
unable to cover debt repayment” (AJABS1). Hence, financial and policy measueet® Heey
tailored for this specific technical and biophysical conditions.

2.5 Socicinstitutional conditions

Sociginstitutional conditions refer to a range of factors involving social grOapstudes
towards cooperation and partnerships, networks, economic arrangements, formal and
informal institution. Discussion on these issues is less frequent in the mass media but also in
the specialised magazines, that more often deal with economic,ndiiah or technical
problems. Hence, the majority of pertinent sources have been found within the scientific, and
to a certain extent within the policy/market spheres.

Socieinstitutional conditions must be @&l in the light of their profound interaction i other
groups of conditions. For example, the role of a-poive and supportive attitude of the local
administration is certainly important in itself, but also deeply interrelated to the actual
contents of regulation and policies, whereas the preseoiceetworks of innovation based on
common commitments and mutual trust is clearly supportive to a technological condition like
farms' access to technology.

Administration efficiency and presence of set#ahnical innovation system are actually two

of the socicinstitutional conditions emerging from the media analysis, alongside food chains
existing arrangements and social capital, an umbrella definition gathering elements like trust,
informal rules, producers'organisations and their relations with otheconstituencies.
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Criminality is another socimstitutional condition that deseng&to be mentioned, as its
influence of the primary sector is unfortunately relevant and witnessed in the selected
sources. Finally, some international tension has to be meetioin relation to the fishing
activity in the Mediterranean. The efficiency and attitude of administration is assessed, when it
comes to the fore, in usually negative ternfarmers have to cope with heavy bureaucracy
burden in terms of costs, efforts ariome, and with delays in administration feedbacks (CdS1,
IA20, IA45, 1Z1). These conditions have been already mentioned in the "regulation and policy”
section. What matters here, is that these inefficiencies are perceived as part of a general
inadequacy bthe public sector and the institutions. In this regard, more specific concerns
arisewith regard to advanced form of support institutions are supposed to give to farms. With
regard to the farmers' participation to an important source of income and intiondike the
agroenvironmental schemes, it had been argued in 2008 that policy makers had limited
experience on how farmers actually approached this opportunity (Jael).

More recently, a Confagricoltura's position paper underlined that institutions wetealways

able to valorise or disseminate agricultut@rn innovations (CON7). The position paper is
actually a confirmation of the importance ttie administratiorQ éole in support to farmers'
development and adaptation to a changing environment, huteéntifies some weaknesses
and areas of possible improvements. More efforts (not only in terms of resources, but also in
terms of a clear political will) should be devoted to the cooperation between researchdyodie
enterprises and professionarganisaions. More originally, a paradigm shift is invoked, for
which attention should be paid not only to the introduction of innovation into agriculture, but
also to the valorisation of farmers' contribution to innovation (CON?7).

If innovation is not only an oabme of individual skills and entrepreneurship, or of a public
supportedinnovation network, farmers' networking and partnerships are another social arena
in which new solutions can be envisaged and implemented.

The cultural attitude to move beyond mere amket competition in order to establish
cooperation networks is mentioned as a key condition by an officer of Piedmont Region
(ARE11). Similar concepts are expressed in more critical terms by the president of-ISMEA
public body delivering services to ragfood markets actors who argue that farmers are
[individually] clever, but there is a problem of agricultural social capital [...] we must promote
the theme of producers' organisation, which is crucial in countries like Spain and"France

Existing fod chain arrangements represent important conditions influencing farms' strategies,
while at the same timehey are part of the strategies themselves, when farms decide to
change the current state of art establishing new supply chains or transforming ibngx

ones. The trends towards further integration of agricultural production in the égod chains
(vertical integration as well as higher reliance on external services) (PAGRI1) and the diffusion
of alternative food networks, but also their tendenaytards conventionalisation (IJSAF1) are

in this regard results of farm's strategies, but also examples other farms can or need to follow
in order to keep competitiveness.

A description of farming sociastitutional context would not be exhaustive withouhe
presence of criminality and its involvement in agood chains being mentioned. The Ministry
of Agriculture dedicated a report to the wielenging issue of crime in agriculture in 2015 that
was also a theme debated by farmers' organisations as €tldi€ol2). The report highlights
that criminality and corruption are important features of Italian seistitutional landscape,
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even in the primary sectogvidencethat inspired the definition of "agronafie" (following the
already existing "ecmafie’) to define a new attractive area of expansion of criminality. Some
agromafie activities highlighted in the report, which are relevant for our anglysie
enumerated as follows (Col2):

- acquisition of agricultural assets ifld cattle, farms) though btkmail, extortionate
interest rates and other illegal practices;

- black workforce management through the-salled "caporalato”;

- management of inputs supply and products' storage and transports

With regard to fishery, a brief mention has to be dedicate@ &pecific condition: the tensions

and conflicts that sometimes arise in relation to the presence on Italian fishing vessels in
waters that are considered by northern African countries within their territorial borders.
Fishing ones are actually not agreed not clearly delimitated, and some "free rider"
behaviours can be also presumed. In a context of shrinking fish stocks, at least or some
species, these conflicts even result in military confrontations (Rep2) and assume political
relevance (ISP1).

2.6 Sociedemographic conditions

Changes in socidemographic conditions are a minor component of farmers' conditions in the
media analysis. This is probably due to their mostly indirect impact on farms' activity, which
leads to address them in other groups. Thisfar example the case of the new demand
patterns for agricultural products and services (IA14, 1A15, 1A29), which are accounted for in
the "Demand" section. An emerging interest for "fishing tourism" is also witnessed (MIP3),
which opens new pathways fishing companies.

Similarly, the social attitudes towards GMOs can also be considered as a social feature
influencing demand patterns, as well as the food scares and the emerging concerns for the
wider impacts of the food supply chains.

It is just worthunderlining here the social transformation lying behind those trends. The new
demand patterns are seen as an outcome of wider changes in the social expectatiasisvis
food, agriculture and rural areas. These elements are particularly strong in Italyegard to

the typicality of the products and to their being, part of a cultural heritage Italy can be proud
of it. Issua related to the ecological impacts of food production and distribution are also
present in the newspapers (IA32, 1A41), yet theynsde be still not so crucial on influencing

the majority of consumers' choices. The widening range of social expectations paves the way
to diversification and multifunctionality, yet at the sanmténe as argued by two researchers
after long conversations ith farmers, they risk a sort of loss of identity, as they perceive that
their specific core activity (food production) seems to be not recognised in its value (ARE2).

In a different perspective, the increasing demand for processed food (IA25) witnesses th
changes in people everyday life, and encourages the supply chains actors (farmers and/or
retailers according to the chain) to invest in that market segment.
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Generational renewal is a more typical sedemographic condition that influensdarmers'
strategies in various ways. On the oside,there is (or there used to be) a difficulty on finding
Italian young people willing to work in the farming sector. At oppgsite role of migrants in

that position is now dominant; on the other, thecarce interest showed by younger
generations on inheriting their parents' farm influence the strategies as old generations are
not necessarily designing their strategies in order to save the assets for the new generations.

These features are anyway chamg, at least in the media perception, in consequence of the
high youth unemployment rates and of a renewed interest for agriculture and rural life. A
Coldiretti press article witnesses this growing willingness to become farmer among young
people, even "n& entrants from other sectors and different familiar backgrounds who chose
to invest in agriculture™ and reveal that, according to a survey, a surprising "one Italian out of
three dreams his children becoming farmers" (Col4).

2.7 Ecologicatonditions

Some of the most debated ecological conditions represent wjgleading concerns whose
influence goes much beyond the Italian borders and the farmers' environment. Global
warming and desertification, sea warming and eutrophication, more frequexireme
weather events, like heavy storms, windstorms, draughts and freezes are often mentioned in
the media, sometimes in relation to their impacts on farmers' activity. Eutrophication is
regarded as a threat for the fishery sector, but in particularaiguaculture, which often takes
place in lagunas and internal waters, more sensitive to that challenge (like in the Orbetello
area- EFM5).

A specific area of concern can be seen in soil erosion and degradation. Climate change is a
driver for it, alongsidedirect human interventions. One of the drivers is identified within the
agricultural sector, as soil degradation is caused by demographic pressure, agriculture
intensification and unsustainable natural resources use, with an increasing risk of
desertificaion (REAZ2). The reduction of arable land is not only perceived as impoverished in
gualitative term. It is also perceived as a reduction in quantitative terms, as mentioned in the
factors' section. Overbuilding is a major cause for arable land reduct®rargued by a
governmental document on the issue (MIP2). In ttieument, it is argued how urbanization

and overbuilding occupy the most favourable and fertile arable land, uali@ndonment,
which mainly regard less productive areas. Hydrogeological aofs due to overbuilding and

soil sealing effects (landslides are more and more frequent events) are also underlined in the
document.

A specific consequence of climate change together with the proliferation of global
transportation that is breaking downidgeographical boundaries is represented by the "new
pests" invasion. Species already present in the Italian countryside but now more aggressive,
like the olive fruit fly, or the newcomer bacteriuilella fastidioséhad a shocking impact on
olive oil prodiction in Southern Italy (especially in ApulRep10), and still contested are the
ways to cope with the problem avoiding further diffusion of those pests (CON11). Similar
concerns are expressed in relation to the possible invasion of alien species in the
MediterraneanSeaand in the rivers (ISP1).
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Soil pollution is another critical condition farmer have to face. Although this can be considered
a general concern, in some areas there is a specific alarm, which has gained ground on the
media. At least two cses can be underlined.

Great coverage has been given in the last years to soil pollution in the "Terra dei fuochi" (Land
of fires), in Campania region, where portions of countryside are used for illegal waste disposal
(CdsS3).

Some (minor) media coveragadbeen also given to marine oil extraction platforms impacts
on the seas, due to human activities in general but mainly to the presence of oil extraction
platforms and related transports, which are told to heavily affect marine wildlife and biological
processes. The recent (2014) decree "Unlock Italy”, giving green light to petroleum royalties to
start drilling in the Italian territory (on the dry land but also on the seas) increased the concern
for this risk(FED1).

Overfishing (due to increased globadand- for example red tuna is highly popular in Japan)
and to the availability of more effective tools to indentify fishes shoals and schools and illegal
trawling are among the other threats to sustainability of fishing, despite the presence of
enforcedbiological recovery periods and fish size limits (CdS6, ISP1).

A threat to farmers that has recently regained ground on the media is wild boars "invasion".
These typical animals of Italian Apennines are being more and more often spotted on the
outskirts of big cities and countryside villages, becoming also a danger for people but in
particular for farming activity. Norms in wildlife protection but also the repopulation aimed at
providing preys to hunters made wild boars population increase and their vasand
disruptive behaviour creates problems to agriculture in various areas of the country (Repl5,
Repl6). Farmers ask for a stop to the (official and informal) repopulation and for a specific
attention being paid to the agricultural zones, where the prese of wild boars (as well as
other dangerous species) should be banned (Repl6). Moreover, the invasion of wild boars is
creating serious concerns to Tuscan wine producers. With regard to the invasion of wid boar
in Tuscany, according to a report in tiNew York Times, the region is swarming with an
SELX 2RAY3I LRLMzA GA2Y 2F 6AfR 02 NA | yR RSSN
tender sprouts. There are currently more than four times the number of boar and deer in the
Tuscan region than any athregion in Italy, and in Europe only parts of Austria have more of
the species(S2_GRWM, 2016; G_6_NYT, 2016).

2.8 Technological conditions

Technological conditions are mostly discussed in relation to the availability of a range of
innovative hightech soldions and tools which are not always exploited by farmers, and whose
adoption could be highly beneficial for them. There is, hence, a potential to be exploited.
These concerns are shared among the three spheres (and they touch the fishing sector, where
technological backwardness of ships is discussd&P1) and have a range of potential
implications.

In its already mentioned position paper on the role research and innovation should play for
agriculture, Confagricoltura argues that there is a big poterfbalthe development of a
"science for farming” more and more tailored on farmers' needs (Con7). The focal point of the
position paper is that "agriculture's role in innovation" should be encouraged and
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strengthened, more than the more traditional "innovenms' role in agriculture”. In other
words, farmers should be regarded as innovation makesgth research and extension centers
playing a crucial role of brokerage and supparbt only as innovation takers.

New technologies can be used to typify theoguce and to establish new market channels
thanks to the Internet and other inftech devices (ARE2). The development and adoption of
these innovations requires the final overcoming of the digital divide still affecting remote rural
areas (IA43). Despitdis limitation, the increasing diffusion of "agricultural apps", available for
smart phones and tablets, witness their importance as tools to support farmers' decision
making. Some higtech devices are also useful for rapid information exchange, remote
control and monitoring of farming and livestock. These developments encourage a return to
traditional farming practices after decades in which efficiency seemed to be linked to hard
machineries and monocultures, as they enable ewemallscale farmers to catrol their
activity with lowimpact technologies: "Thanks to new technologies life in the farms becomes
easier and less hard than it used to be" (RH2). The diffusion otanfebased "integrated
logistics networks" should support farms' marketing in teex where logistics is more
complex, like wine (IA44). These potentials are not only in relation to process innovation: even
products innovation embedded in traditional productions made the latter more able to
compete on the markets (Con7).

The institutbnal system is not always capable to promote innovations and extension services,
as already argued in a previous section. A 2013 article of the specialised magazine
"I''nformatore Agrario" highlights that there are at least three "learning gaps" hampering
farmers' use of these services that are enumerated as follows:

- An access gap (difficult access to the services).

- A product gap (services not tailored on farmers' problems and needs, or inadequacy of
the service provider)

- A conscious gap when farmers aret willing to profit of these services for personal
reasons (low trust, aim of sedifficiency, old age) (IA18).

Another specific feature of farmers' relation with technology is the choice between
machinery's ownership and externalisation. A 2013 sume\agricultural machinery markets
reveals a trend towards externalisation, as farmers consider the direct ownership of machinery
too costly, especially in a context of economic crisis and {@mosts squeeze. Furthermore, the
farmers' ageing process evestrengthens this trend, as the time required to make the
investment profitable not rarely exceeds the remaining working life of the farmer (Ag2). The
externalisation of production phases and services "contoterzismo" acquires more and more
relevance. In somsectors, like wine production, the need to cope with international markets
quality standards, while keeping an eye on costs reduction, leads many firms to high degrees
of externalisation: InTuscanyseveral producers carried out by external specialiseds the
bottling phase, whereas the farm owner is only in charge of wine production, processing,
marketing and management.

Among the technological conditions debated on the media, GMOs are probably the most
debated and contested at least among nspecidised sources. In Italy, the majority of people
seems to be adverse to the introduction of GMOs production in Italy, as well as most of the
political parties. More fragmented are the positions among experts and stakeholders, even if
the majority seems to & against the introduction. Without addressing this highly complex

65



issue in depth, it is here worth briefly mentioning how the farmers perceive GMOs. It is worth
highlighting the positions expressed by the two main producers' representations: Coldiretti
(mostly representative of small farmers) and Confagricultura, more representative of the large
ones. Coldiretti (Col12) underlines that GMO technology leads to power concentration in few
large companies and that they tend to create unacceptable propertysigh living beings and
varieties. Besides, thethreat biodiversity, which is a richness for the specificities of Italian
agriculture, and they encourage antibiotics resistance, leading farmers to a sort of
technological lockn visa-vis sector's corpot#gons. Confagricoltura (CON 12) emphasises the
paradox of a country where GMO food is not produced but is imported, to be used also in
typical Italian productions, and that limiting the research in open fields hampers Italian
scientific community from bein updated and able to grasp of new possible opportunities in
this field.
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3 ltalian Case Study AThe analysis of regulatory and market conditions for wine
producers in Tuscarfy

3.1 Case study introduction

The objective of this case study is to deepen thkevant regulatory and market conditions
AYFEdzSYOAy3d 6AyS LINE R dzO NBagsis Ods@ibeOtBeafundayientdl dza O |
characeristics of regional production and its relationship with the level of regulation and the

level of quality achivet in the area.

The wine producers are exposed to several uncertainties and market risks such as the steady
decline of the internal demand, the changes in consumer tastes and consumption patterns, the
increasing competition from new producing countries amdong traditional ones (Rocchi and
Gabbai, 2013). In addition, the presence of ekegulation and the raise of environmental
concerns determine other sources of uncertainty for winegrowers. Despite these difficulties,
which were exacerbated by the econantrisis that affects the national economy since 2008,
the wine production still represents one of tlexcellence®f the Tuscan territory and one of

the leading sectors of the agidod Italian industryThe importance of the sector derigérom

the abilty of its actors to combine innovation arichditions. From the one hand, there is a
continuous evolution of the most advanced industrial technologies and the most innovative
marketing strategies. From the other hand, in thisdustrial milieu, we found tle
enhancement of agricultural traditions and local culture, which are important points of
reference for ag type ofinnovative and sustainable development. Thus, the picture that we
discovered outlines a complex representation of conditions, strategiespanirmance that
provides a rich framework to feed the theoretical analysis of WP1.

The application of the CSRamework to the Tuscan wine sector reveals the importance of
closer vertical linkages driven by product diversification towards premium winieigh have

been developed through investments on highly specific assets drawn by the brand image of
the popular Tuscan Terroiin this econont space, the wine produc@narofile is often similar

to the description provided by Hugh Johnson, in 1989, suclfeas&ér and artist, labourer and
dreamer, hedonist and masochist, alchemist and accounting, and he is all of this since the time
of the great delugé Most of these producersdve been able to transform their territory and
their products in winning assets to rematompetitive on foreign marketd¥hen a wine and

its defined conventional quality become a critical strategic space of the economy (Salais and
Storper, 1992), the teitory and its highly specific factor endowment such as identity
(Certoma, 2011) define the system conditions. Consequently, the identity of the product refers
to a domestic convention (Eymafuvernay, 1989; Sylvander 1995; Thevenot 1995) in which
the definition of quality is guaranteed by the repetition of history in that specific region or
country of origin and communicated by larand name According to Ponte (2009)he
conventions that have developed in this systeie.(domestic, industrial, market, i,
inspiration and opinio)) which help to define and identify the produced quality and the basic
conditions to reach it, as well as the relations and coordination within the sector, resulting
from the uncertainty and variability on quality. In this cae price alone camot guarantee

the definition and identification of quality (Eymaf@uvernay, 1989), just as it cannot
guarantee the success of transactions and trade for producers. Consequently, in order to

3 Authors: Daniele Vergamini, Paolo Prosperi, Fabio Bartolini, Gianluca B&tetaho Grando (UNIPI)
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minimize this variability and the relatedamsaction costs, many Tuscan producers have relied
on the vertical coordination of all the production stages. Thus, conventions are related with
the system conditions that affect the quality and transactions. The changes in transaction
environment, involvig product characteristics such as quality, quantity and price uncertainty,
alter transaction costs, thereby influencing producers' strategies. Furthermore, through the
diversification of products and sales channels they managed to overcome market cyclical
fluctuations, defusing risks and competition's pressures (Hobbs and Young, 2001).

3.1.1 Vineyard area andavine production inltaly

According to the latest agricultural census ISTAT 2010, in the recent decades, the area under
vines in Italy has steadily decloheln the decad®0002010,the National Institute of Statistics
recorded a decrease of about 12%. The vineyard area has moved from an average of 710,000
hectares in 2000 to about 632,000 hectares in 2010. If we look at the surface that Italy was
investing with vines in 198@igure3.1), the country has lost about 480f the vineyard area

(i.e.- 30%North and -50, -55% Cergr, South and Islandslfurthermore, also the number of

farms declined during this perioch 1982, there were 1.6 milliorof winemakers. Then from

1982 to the last census of 2010 this number cdessed to about one quarter (383,000).
Whereas the vineyard area has been halved since 1982, this has contributed to double the
average farm size from 0.7 to 1.6 hectares per farm.

Figure3.1. Vineyard area in Italyha/1000¢ ISTAT
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(Source: our elaboration on ISTAT data

However regionby-region, the trend over the last decade has been very uneven. While some
regions have even increased the vineyard area (i.e. Friuli Venezia Giulia and Trentino Alto
Adige +10%), others such as Veneto remained stable or like Tuscany who have suffered minor
losses(i.e. -3%). Therefore, the decrease of 12% is mainly attributable toCetral Italy(-
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18%) and South Islandsl§%)where despite Tuscany, Sicily, Puglia and Abruzzo, all other
regions are falling sharplyvhile the North has contributed to a very smadirt (-3%).

From the one hand, the redtion of the Italian vineyarctan be related to the process of
revision of the common market organisation for wine (Wine CM@s, asve will analyse in

the next sections, the investments in new vineydwave beenbounded by thestrict control

over production potential ando the regime ofplanting rightsIndeed,a one of the producers
interviewed in the province of Lucca, told us that in the past he was intentioned to expand his
production, but given the legislath constraints he could not proceed in this direction.
However, today since the system is changed he would like to rent the landréase the
production(W: Interviewee 2).The EU legislator has promoted a rebalancing ofEkhewine
supply through thepromotion of a process afeduction (eradication) of vineyardsrom the
other hand, thanks to the process of farm modernization with a positive role of the common
agricultural policy (CAP) the declining trend can be related to a better use or to ansedrea
productivity, denoting an improvement of Italian organizational and production models
towards greater efficiency.

According to data published by ISTAT, in ltaly in 2015 were produced around 48.2 million
hectolitres about 6% more than the average thie past decade (45 milliohectolitreg ard

15% more than the poor 2014n order toanalysethe yield per hectares, we should refer to

the data of 2010 (those from the last census)2010,it was produced 46.7 milliohectolitres

of which 44.7 milliorhectolitres of wine and 2 million hectolitres of must (mainly coming from
Sicily, Puglia and Emilia Romagna). The production of 46.7 million hectolitres with 64.3 million
tonnes of grape harvested indicates a yield per hectare of 98 quintals per heafaich is in
between the high valuef the North Italy, where yields per hectare remain over 120 quintals,
and the loss of importance of central Italy, where in some yagegess than 80 quintals.

The national production of red and rosé wines was highan that of white wines until 2010
(Figure3.2).

Figure3.2. Wine production in Italy (Million hectolitres) ISTAT
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In 2010, according to ISTAT figures it was produced about 22.529 million hectolitres of red and
rosé wine, 22.174 million hectolitres of white and 2,041 million hectolitres of must. From 2010
to 2014, the production of red and rosé decreased by 16% condpaitn the slight decline of
whites £5%), thus the production of white overcome the reds2014,they were produced in

Italy about 18.867 million hectolitres of red and rosé, 20.874 million hectolitres of white and
2,346 million hectolitres of must. lthe analysed decade both, the production of white wine
and must have maintained a more constant performance compared to red and rosé.

According to data provided by the Italian institute for studies, research and information on the
agricultural market (ISMA in 2013 the Italian PDO amounted to 405 (332 Doc and 73 DOCG)
and 118 PGI. The region with the highest number of PDO and PGI wines was Piedmont (58),
who was accompanied by Tuscany (57). Followed by Veneto with 52 denominations, Lombardy
with 42, and wih almost 40, Puglia and Lazio. Over 41% of the total denominatioms
concentrated in Northern ltaly, followed by the Centre and the South with an almost similar
weight (21:25%) and the Islands (12%he same concentration can also be observed from the
analysis of the production volumes. In 2013, the PDO denominations cover 1#62% ®f the
production potential and of the certified production including Veneto, Piedmont, Tuscany,
Emilia Romagna, Abruzzo and Trentino Alto Adige. Th@m@ictions inVereto cover about

80% of the same.

Moreover, the ISMEA analysis shows that in 2012 the production in areas under PDO and PGl
wines amounted to more than 338,000 hectares, or nearly 76%taf ttalian winegrowing
areas.Comparing the 2013 with the 2012,&dHPDO and PGI wines show a decrease of more
than 7% in surface areas and 4.5% in potential output. The downscaling of production mainly
concerns PGl wines, while wines PDO wines reduction is lower.

Indeed in2014, the Italian production of PDO wines was 16.3 million hectolitres (i.e. the 40%
of Italian production), scoring an increase of 4% compared to 2010 (i.e. 15.782 hectolitres
million) and 6% higher than the historical average (i.e. from the 2005 to 26@4t 15 million
hectolitres). At opposite the PGl wines have suffered a declind%), going from 14.023
million in 2010 to 13.452 million hectolitres in 2014 (i.e. the 32% of the Italian production).
Furthermore, the structural decline is now evident table wine. With 9.9 million hectolitres

in 2014 (i.e. the 30% of the Italian production), the production of table wine is decreased by
30% compared to 2010 (14.989 million hectolitres), falling below the average level for the
same level (i.e. from 2005 2014 it is about 14.523 million hectolitres).

Analysing theegionaldata, in 2014,the region with the largest production of PDO wines was
Veneto, with 4.2 millionhectolitres followed by Piedmont (2.1 million) and Tuscany (1.7
million). With regard & PGI wines, the largest producer was again Veneto with 3.5 million
hectolitres followed by Emilia Romagna and Sicily in 2.7 million with 2.2 million. However, this
figure fails to grasp the basic difference between the regions of northern and cesatudern

Italy as appears to be strongly influenced by the performance of the single vintage.

According to the estimation of the value of the production of Italian wines provided by ISMEA
in collaboration with the Ministry of Agricultural, Food and Forestojidies (MIPAAF) and
Central Inspectorate for Quality Protection and Fraud repression (ICQRF), we can analyse the
value of certified products in 2013. This valuelasgely related to that of 2012 or earlier
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vintages particularly for aged wine§hemethod provided allowais to understand the value

of the bulk wine production, considering the price of wine in tanks, at farm gate, excluding
VAT.Thus, m 2013, the value at the origin of the total wine produced in Italy was 3.9 billion
euro, of which 27 represented by the PDO wines (about 1.9 billion) and IGP (812 million).
While the remaining 1.2 billion derive from table wine (740 million) and from an estimate of
the potential PDO and PGI wine still rogrtified (460 million).

Finally, with regard tadhe export, ISMEA estimates that about 20 million hectolitres were
exported across national border§hus, about half of the production of wine in ltaly is
exported (in 2013 the production was 44.million hectolitres). This data confirmihe
dependence o the sector onforeign demand (mainly from USA, Germany and United
Kingdom). Noteworthy is the value of the expamt 2013that is around 5 billion euro (i.e.
about 15% of total agifood exports in valueMoreover, with regard to the different type of
wine, it is worth to noting the export of PGI wines that is around 5.5 million hectalifries
result, exceedhe volume ofPDO winesi.g. 4.7 million hectolitres).

Despite PDO wines have a higher production potential comparing to PGI wines, the latter a
much more popular among foreign markets. Finally, it worth mentioning the case of sparkling
wines, which marked an increase in value by 18% and in volume by 13% compared to 2012,
when generally the other types have scolleds significanthanges.

3.1.2 An introduction to Tuscany

Tuscany region is located in central Italy (Figu8 and borders with Liguria to the northwest,
with EmiliaRomagna to the north and east, Umbria to the east and Lazio to the southeast. On
the west part, it borders with Tyrrhenia Sea and contains the Tuscan Arcipelago. The
population of the region is about 3.7 million inhabitants (2016) with the city of Florence as
political and administrative centre of the region.

Fgure 3.3. Tuscany location map

(Sourceauthor elaloration onhttp://www.regione.toscana.it/web/geoblog/open-geodatd
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The regional surface is 2,298,704 hectares, of which in 2010 the total agricultural area is
1,295,120 hectares anthe utilised agricultural area is 754.345 hectares, of which the total
grape area is around 57.942 ha (8%). The region is dominated by hills (66.5%) with few plains
(8.4%) and it is surrounded and crossed by mountain chains (25%), of which the higltest are
Apennines.

The region is well known for its landscapes linked with art, history, food and traditions. Cities
like Pisa, Lucca and Florence have been the home of many influential people in the history of
our European culture and science. The regiffers an important artistic legacy, many places
have been designated as World Heritage Sites due to their influ@mc high culture and
science.According to the Regional Institute for Economic Planning of Tuscany (IRPET), the
regional economy is based oha manufacturing sector (textiles, clothing, leather and saddle
leather processing), which is composed by small and medium enterprises and occupies the
5.3% of the regional work force. In addition, the mechanical engineering sector plays an
important role and there are large industries, about 60. Furthermore, Tuscany is one of the
most popular touristidestinationsof Italy for which it follows an important role also for trade,
hotel and public services (around 17% of the regional GDP).

Despite the positig picture that characterizes the regional system, Tuscany is a region where
the population is aging. According to the regional average, geopér 65 are about 85000

and according to the Census forecasts could reach one million within 5 years. Thesel8nd
make uponly 15% of the population. If we add to this phenomenon the cost relating to the
quality of life, which is quite high in the region especially for young people, thus we can
partially understand why the younger people tend to leave the regiorsearch of new
employment and education opportunities.However, partially this outflow is currently
rebalanced due to migration inflows (to date are about 50,000 seaerkration children).

On the other side, there have been regional policies to suppamtucation, research,
employment, youth entrepreneurship and social housimg, there is still much to be achieved

in this direction.

The beneficial influence of the Tyrrhenian Sea on the coast contributes to a mild climate, while
on the interior is more rainy and harsher with considerable fluctuations in temperature
between winter and summer. Over themturies, these conditions havavoured the Tuscan
agriculture. Although nowadays the sector plays a marginal role on the regional egonom
(contributes just with the 2% to the regional product, about 3 billion euro), hbrefits that

the Tuscany receives amuch broader. Tuscan agriculture is linked to tourism, environmental
protection and landscape. The agriculture represents an impofi@eior of territorial identity

that has managed to hold together tradition and innovation. According to ISTAT (2010), the
farms are about 72.686 with an average farm size of 10 hectares, which is higher than the
national average of 8 hectares. Comparedpast censuses, ISTAT has detected an average
increase in farmland despite the general decrease of the regional agricultural area. This is
explained by the exit of many small farms (i.e. UAA less than 1 hectare, about 24% that
declined by 64%), ifavourof more structured farms, often formedytthe merging of existing
ones.

The vertical integration and acquisitions are importamnsolidatedstrategies for Tuscan wine
producersand of particular interest to this case studyhe objective of a greater quay for
Tuscan wineshas been achievedin addition to the improvemenof the processes and
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diversification of the productsthrough the coordination within the entire supply chain, the
preservation of strategic asse@nd the contact with consumersTharks to the vertical
coordination of all the production stages, theanaged to reduc¢he variability of qualityand

thus the related transaction costs (Hobbs and Young, 2001gn, through the diversification

of products and sales channels, they have nggthto reduce some risks related to market
uncertainties. In addition, thanks to the suitable terroir, the professional competences and the
contextual knowledge based on a loteym experience (territorial identity), they managed to
improve over the yeardy strengthening human capital and the productive system. With this
regard is relevant the role of the consortia for PDO and PGI productions that guarantees
production standard andjuality while ensuring even promaih and recognition mechanisms.
Within this contextan important role is also derived from regulations and standards, which
contributed over time to drive Tuscan producers to increase product differentiation (Rocchi
and Gabbai, 2013), since competition mainly occurs on international marketsawitide
range of productions oriented towards quality and with several ‘@sthblished brands
(Rocchi and Gabbai, 2013).

3.2 Policy and regulatory conditions

As a food product, wine is subject to special attention and monitoring by the European
legislation and specially from the Italian onélhe EU regulations, parallel with national and
regional laws, define many aspects of the wine industry (BMTI, 2009), leading to a stiffening
and excessive bureaucratic burdens for producers. In this seatierill try to frame the

more stringent aspects arising from the European, national and regional legislative framework.

3.2.1 The CAP through the various reforms of the wine CMO

Since the seventies, the European Commission has promoted a process of standardisation
among the Member States' legislation with the aim of facilitating trade and protecting the
common market. At the sameéme, the European legislator tried to protect camsers from

the potential fraud on the originrad quality of wines (Gaeta and Corsinovi, 2014

The first important benchmarks for the European l&gisn, before the first reform of CMO in
2008 were the(EGQ RegulatiorN0.822/87 e NdB23/87.

- The first coacerned the Common Market Organisation (CMO) tisabr a long time
one of the most important regulatory instruments for the cser. This regulation
introduced the rules for the production and control of the development of wine
growing potential, establigng a limit on planting new vines and a system of allocation
of planting right. Then it set the rules for the oenological practices and treatmtgs,
system of prices and market measures, the agreements for trade with third countries,
the rules relatingo the movement ando the release for consumption.

- The second has introduced the concept of quality wines produced in specific regions,
merging the definition of quality wine with a system of rules thasociateshe quality
to the origin.

From these fist regulations, the EU legislator introduced several modifications during the
time. A first revision occurs with thiEQ Regulation No.1493/99Thislegislation,according to
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the previous Regulation 822/87, introduced several definitions concerning boghraw
materials for the production of wine (fresh grapes and grape must), eithe types of
marketable winesThe EU regulation also introducedkeay distinction between table wines

wine with a specific geographical identayd quality wine produced in certain regions (quality
wine psr) for which only the wines in possession of specific requirements, defined by national
standards, can bring the relatelhbelling The regulation requires the compliance with a
specific delimiation of the area of production, of specific winemaking methods, minimum
alcoholic strength, as well as the yield per hectare and the compliance to specific organoleptic
characteristics.

Considering the vast differences that characterize the wireucing sites as well as the
winemaking processes and the types of wine, the European legislator has left the application
of stricter rules to the member states, trying to frame a system of practices that allow a good
vinification, proper preservation or propeefinement of the poduct. Therefore, the(EGQ
Regulation No0.1493/99 excludes the possibility of adding water during the oenological
treatments, unless this is necessary to apply special techniques, specified byt lalso
prohibits anyblend between whik table wine and red table wines, from which producers can
create new table winesThe regulation then examines the limits and conditions of certain
oenological practices, among the most important, such as enrichment and acidification,
deacidification andsweetening. Moreover, with the Annex 5 it also indicates the rules
concerning thesulphurdioxide content and maximum volatile acid content. In particular, the
maximum content of these two components of the wine has been differentiated depending on
whetherit is red wine or white and rosé wine. Moreover, other valhaese been set for other
types of wine (sparkling wines, liqueur wines, etc.), as well as for all types of must.

With regard to the measures taken to strengthen the internal maiked stabilze the price

again the(EG Regulation N0.1493/1999 acted on wigeowing potentialthrough the ban of

new planting rightsand the temporal limitation of replanting rights, extending it until the 31
July 2010, and introduced a systemaodis for the permanent abandonment of areas under
vines. However, the regulation also established some elements of flexibility. Since the
intention of the European legislator was just to reduce as much as possible the surplus of
production, there was the opportunity to créa new planting rights in order to give the
opportunity for member states to increase the PDO and PGI viney@ushat front, the
legislation also intervened on other points of the supply chain: distillations, forms of storage,
enrichment. For examplehe first wine CMQuses the distillatioras a tool to withdraw the
surplusat a guaranteed minimum price. This tdws always been used massively, especially
among table wine producers. Then, another formaaf has been provided with the extent of

the enichment with a series of aid for the use of musts, either for the vinification that for
different purposes.Moreover, the Regulation 1493/1999 established also aids for the
restructuring and conversion, in order to offer the opportunity to the grower toene and
adapt their production potential to the requirenmés of the quality wine markefinally, there

was also the sanction related to the mandatory grubbing provided for all illicit vineyards, or
those planted after the 31/07/1998 in the absence of flag rights, for which there was the
obligation of the distillation of all the grapes obtained from such areas.

In the first phase of the wine CMO, there was the need for a policy that would allow a
structural strengthening of the wine industry through aopctive action towards the
development of the European supply, encouraging a new concept of quality for the European
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wines. Then, to allow full enhancement of European wineducing resources, it was
promoted greater efficiency andrdansparency in the productionDuring this period, the

intention of the European legislator was to stabilize the wine supply and to preserve the
AYUuSNYyLI € LINE RdzO (i Ay 2NRSNJ (2 YSSi GKS 02\
heterogeneity of the consumefs G &G S&a 0 ® | Ouctik& YWaldrgiof ahdi @adia (i dzNE
(2007 points out the importance of regulation to strengthen thé A y' A Y dzY |j dzl f A (& 2
and to homogenize the production systems (in terms of specific production requirements and
quality charateristics) within the same Appellations in order to give cléguality signa to

0KS O2yadzYSNEE® ¢Kdza GKS FOFRSYAO RSol GS 2dz
AY 2NRSNJ (2 AYLINRBOS (GKS aljdz t Ade damedigand Qa S
international mat SG&a¢ o6 al tf 2 NB A;2Neldory, RO70DDEFbY dndl Earny #1973). Is

not surprising that the academic literature feed the debate around the proliferations of the
appellation of origins and quality effectiveness. In thine market, a very heterogeneous

supply and the impossibility to observe the product quality before purchase, imply an
important asymmetric information between the producers and the consumers and, therefore,
strong promotional and research costs (Nelsd®y70; Darby e Karny, 1973). The risk of
inefficiency in the quality signatsg KA OK R2 y 20 FdzZ FAf{ O2y adzySNAE:
typicity ¢ is that of the reduction of the average quality level supplied in the market implying a
longterm demand draJ 6! { SNX 2F3X mM@pTnod G¢KS SFFSOGALS
guantity and quality uncertainty, free riding phenomena, vertical relationships complexity and
holdupi &1 4¢ o6alf2NBA2 YR DNYTAFZ wnnr

Afterwards to meet these needs, the European Uni@s launched a new reform process to
support the wine sector. The first step of the reform can be placed within the wider process of
revision of the CAP (opened in 2003) that has led to a fundamental reform of the wine CMO in
2007. With RegulatiorMarket Regulation 1234/07, the European legislator provided the
unification and the simplification of the previous 21 CMOs, including that of wine, into a single
CMO. Witlin the new regulation, the Community has pursued the aim of simplifying the
regulatory enviromment of the CAP, introducing also for wine sector a horizontal legal
framework for all direct payments, amalgamating an array of support systems intagke si
payment scheme. After thathe first reform process has been concluded by Regulgtsh
N0.4/2008, whichintegrated the horizontal rules establishdyy Regulation 1234/2007 and
amended all the previous wine CMO structuFgom the one hand, the reform took place
under the pressure of changes in market conditions, of the changing in consumes, tasth

the emergence of a new world of competitorsrom the other hand, the reform has been
directed to address the difficulties in the management of the previous dilis.excessive
rigidity that characterizedhe previousregulationsdid not guaranteedynamism to the wine
industry, which on the contrary increasingly need to operate faster changes in order to meet
the consumer needs, even considering the social, environmental and economic feasibility of
wine production.

Therefore, the objectives of theew regulation were to increase the competitiveness of EU
wine producers, regain market shares, restore the balance between supply and demand and
simplify the regulations. The reform was focused on diminishing incentives for grubpiofy

vines {.e. for 400,000 ha), on abolition (transient, in the space of a few years) of planting
rights, of the aid for distillation, storage and the use of musts. Then it was included the
displacement of part of the available resources on the second pillar of the CARnand
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particular ofthe aids for early retirement incentives for agrenvironmental measures and aid
for farm modernization.

The new regulation is organized muf areasof intervention

1. The support measures, which include national support progrénselope) and the
transfer of resources from market measures (first pillar) to those of rural development
(Pillar 11);

2. The regulatory measures (wimeaking practices, designation of geographical
indications of origin, labeling, establishment and operatarproducer organizations
and industry);

3. The rules governing commercial relations with third countries;

4. The measures for the management of production potential (control of illegal planting,
the transitional regime regulating the planting rights, in perspective of their abolition
fixed to 2015, measures for the managementhaf grubbingup premium).

With regard to the national support programs, the regulation distinguishes 11 measures, which
can be classified into two groups:

1. The permanent measures, such as promotion on third country markets, the system for
the restructuring and conversion of vineyards, theen harvesting, the mutual funds
and insurance programs for the harvest. To these were then added the decoupled
payments to producers of wine grapes, the measures for the
modernization/innovation of the production chain and product distillation;

2. The trangtional measures that recover three market measures already operating
within the old CMO (i.e. the crisis distillation, the distillation of alcohol for food use
and aid for the use of musts in the processes of enrichment).

The choice of measures within timational program of support has been left to the discretion
of each member state. In fact, this has allowed member states to recover many of the previous
marketsupport measures.

It is worth to notiéng the green harvesting measure, through which is idtroed within this
sector a containment measure that works on the same basis of other measure applied in the
past in other CMOs (e.g. saside)

With regard to regulatory measures, the main changes introduced by the reform relate to wine
labelling rules ad the classification system of products with designation of origin and
geographical indicatiorlUnder the new regulation, it has simplified the qualitative distinction

of wines into two categories: wines with geographical indications; wines without geoigedp
indication. Within the first category, the rule refers to the PDO and PGI wines, as it happens
already for other agricultural products in compliance with WTO rulégn, according to this

new classification itlisappearghe table wines with a geogphical indication that in Italy are
called IGT winedVith the new CMO, the DOP and IGP wines are included into a single specific
category, albeit with some differences between them, with the result that the scope of quality
wines extends to include th&P, which are wines that like the old IGT, can also be obtained
from grapes grown by 85% and not only from a certain akareover, all the elements of
regulation and identity, which in the past clearly point out the difference between IGT and
QWPSRassigning them to two classes of highly distinct product, are now highly attenuated
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between PGI and PDO wines, because of belonging to a single ProductionrCaddition,

the labelling rules have also been simplified, allowing Haeelling of information sofar
banned, such as grape variety and the vintage year for all wines. Moreover, it allows also the
use of trademarks, with a limit/obligation to inform properly the consumer.

Of particular interest for Italian wine producers, the new ralenfirmed the naintenance of

the method of enrichment by the addition of sugar, without prior indication on the label. Thus,
the new rule is limited to reduce by just 0.5%, the limits for the enrichment of all production
areas compared to the previous situation. There #xpiration of the system of planting rights
potentially, postponed after two yea; being at the discretion of the member states to
maintain it in force until 2018 the financial support forthe system of permanent
abandonment ofgrape production (grublng-up the vineg was lowered National quotas for
exemption for environmental reasons have been raised to 3% of the total ditesn, the
opportunity to suspend the application of the scheme by a single country has been constrained
to the reaching of @hreshold equal to 8% of the national area planted with vines]@¥o of

that of a given regionSimilarly, the Commission may suspend intervention in favour of a
country, if the cumulative grubbingp has reached the threshold of 15% of the national area,
or 6% h a single year of applicatiom addition, it should be noted that the areas grubbed are
entitled to receive decoupled aid, under the single payment scheme, but the amount does not
exceed 350 euros per hectare (Pomarici, Sardone, 2008).

During ths second phase, the EU continues the process of simplification started in 2687. W
the Regulation(EG N0.491/2009 the legislator has ended the transition started with the
Regailation 1234/07, thus the wine sector has beefully incorporated into the Sgie CMO
Regulationin accord to the policy decisions taken Bggulation479/2008. Furthermore, the
subsequent Regulatio(EGQ N0.1308/13 has provided the end to the transitional prohibition
on planting vines at Union level. Then ti@mmission Reg. (EU).N60/2015 that has
provided the scheme of authorisations for vine plantings has established the rules for its
application Finally,with the Commission implementing Regulati¢U)N0561/2015 a new
scheme of authorisations for vine plantings was introeld, which should not apply for those
Member States where, although the planting rights apply, the vine planting area is below a
certain threshold.

3.2.2 TheNational legislation

With regard to the national level, the mosnportant reference was the law64 10/2/1992

that disciplined the designations of origin. Transposing the European schtmatlines a
"pyramid structure of quality” (Figurg.4) that serves to define the different degrees of quality
that a wine can haveThe basis is formed by table wines, as defined at Community level. To
the nextlevel,we find the IGT wines, which are different from table wines since they have a
geographical name that identifies the product as well as its territory of origin and vine
specification. Located at a higher level, there are the wines with a protected designation of
origin, which in turn are divided into DOC (denomination of controlled origin) and DOCG
(denomination of controlled and guaranteed origin). Finally, attthg there are the subzone

and vineyard, which arespecial awards issued only to wines already bedluptp the DOE
DOCG categories and thatan boast even more restricted features (environmental
characteristics and traditions).
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Figure3.4. Pyramid of quality vines
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(SourceBMTIS.c.p.A.2009)

The law defines the protected designation of origin as "the geographical name of a wine
growing region used to describe a renowned quality product, whose characteristics are due to
the geographical envinment and the human factors” (& 1). For IGT it means just ‘&h
geographical name used" (arl). Then, the national law establishes that all wines with
denomination of origin must have specific characteristics laid down in a producbaoe,
similar to that provided by Community legislation. Moreover, it recognizes also the
specification ofd Ot |, &ferking 4o wines (not sparkling) ofiore ancient origin areas (i.e.
Chianti Classico), the mention of NB & SaiJ#iSes (not sparktig) characterized by a
particularly long aging and the mentionafy 2 @.St f | ¢

The national lawnainlyrefersti 2 G KS & ¢IEE R dE@INI 25+ OK RS &A3IAY Il (A
with regard to the grape variety, the viticultural techniques, the climate, soil itiond
(terroir), the acidity control and sweetening process and the sulphur dioxide content.

After this first important step, the legislator sought to harmonize the national legislation
following the European process of reform. In 2010, after the refofrthe wine CMO of 2008,

the Italian Government provided with the DL 61 8/4/2010 an amendment to the designations
of origin and geographical indications for wines. This law has merged the previous DOC and
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DOCG denominations into the PDO and assimilatedPtBedesignation to the IGT, including a
change in the name of the table wine in "common wine".

After this step two decrees of the Ministry of Agriculture followedhe first, the DM 12272
12/15/2015 established the licensing procedures for planting néves in implementation of
Reg. (EUN0.1308/2013, establishing mainly that:

a. The authorisations are issued by the Regions
b. The Minister must establish a national threshold
c. The grubhig rights are valid for 3 years;

The second, the DM 123/2015 laid the dundation for the transient labelling and
amendments to the production code for PDO and PGI wines

As we will deepen in the section that follows dedicated to the organic regulations, the wine
produced from organic farming has a specific legislatithhe DM 12 July 2012 has recently
reformed it, includingprovisions for the implemntation of the RegulatiomNo0.203/2012. The
legislation sets out the substances and products that can be used in organic production (i.e.
Annex VIl of Reg. EC N0.889/2008).ddit&on, it also provides restriction and prohibitions on
certain oenological practices, as well as rules on labelling. The Art.5 states that organic
products of the wine sector must be distinighed with the term "organic"Thus, the
legislation on orgawi wine is harmonized within the main legislative references for the sector.
However, the farmers who decide to produce organic wine are not exempt from a
bureaucratic burden, which in some cases may even discourage companies from joining the
system of ceification provided, despite their production and their practices operating in this
direction.

3.2.3 The Regional legislation

The reference point fothe Regional legislation is th®egional Law n.68 38ovember2012

that disciplines the management and control of wigewing potential.In addition the

resdution of the RegionalCouncilNo.382 of 28 April 2003 (Annex @jovides a list othe
suitable grape varietiesfor cultivation The regional law mainlefersi 2 a @Ay S& NR N
and to the "tasting Commission" that must control the production under the PDO scheme.

With regard to the controls, as we will see in the following section, during the years the
legislator has allocated by law this important taskainother organisation.Law or ministerial
decree through the Inspectorate for Quality Protection and Fraud repression (ICQRF) decides
the authorizations of the competent bodies

It is worth noting that with the Ministerial DecredNo293 of 20 March 201%he Ministry of
Agriculture has been adopted the provisions for the keeping of records in dematerialized form
in the wine sector. Thus, all wine producers in Italy are therefore obliged to the compliance
with the electronic registrar and to the transmissiof all the operations carried out on farm

to the ICQRF. The recordings, according to European directives, with the necessary
specifications, must take place within one day from the transaction with regard to the inbound
operations and within three daysfathe transaction for the outbound operations. For
companies that produce less than U®hectolitresthe recording iexpected within 30 days.
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This standard has raised major concerns, for its effective implementation and considerable
controversy All the producers that were interviewed revealed the excessive burden of
bureaucracy and they expect an increase of operations for compiling and maintaining registers.
Someproducer is concernetd employ more human resources in such transactions compared
to the past and to the rest of the productiselated operationgW: Intervieweesl, 3, 4, 5, 6)
Thus,all the ntervieweesexpect an increase in transaction costs against them upon the entry
into force of new electronic registers.

3.2.4 Rural developmenimeasures

The rural development plan of Tuscany Region 28020 offers various support measures for

the Tuscan wine producers. The RDP support includes packages of measures that include the
accession to the quality schemes (measure 3), packages aimed at boostasgmiants in
tangible fixed assets (measure 4) and aid for stgrtof young farmers (measure @his type

of measure found a remarkable response from regional producers, some of the interviewees
have participated in the past to such measures in ordeetmvate the ckbar and renew some
machineriedW: htervieweesl, 2, 3, 4, 5, 7, 9, 1A1). Then the RDP offers measure directed

to improve the quality of Tuscan production preserving the environment and landscapes
through the agrenvironment paymentsnieasure 10), or through the supportf @rganic
farming (measure 11¥inally,there is a package of measure to support farmers cooperation
(measure 16), in which are provided several measures linked to investmémntsng the
interviewed producers, severetported their commitment in earlier programs for some of
these measures. There are producers who applied in the previous RDPO26dar integrated

or organic production payments, while there are others that decided to subscribe a cooperation
agreementand apply for a public call for cooperation projects (ex measure 124 of the Tuscany
RDP 2002013that offers support tahe development oSupplychain plansand coordinatioi

Within this scheme, they developed a protocol aimed at testing "Temnin portal” on
experimental Sangiovese grapes and adapting it to the climatic and environmental conditions
of Tuscany. From the one hand, this innovation allows producers to improve the control over
the the time of ripening of the grapes before the \est. From the other hand, it helps
producers to plan the practices that must be carried out before the harvest. Thus, it helps
producers to reduce the variability of the quality of production they want to achféke
Interviewees 13, 14, 1b

3.2.5 Thearchitecture of the control systems and the role €€QRF

During the wine CMO reform process, the EU legislator has traced the general rules for the
homogenization of the wine industry among the member states, leaving to Member States the
task of designate the eopetent authority or authorities responsible for controls.

In Italy, the ICQRF Department of the Ministry of Agriculture Food and Forestry is the national
authority responsible for the supervising of regulated agricultural food production (PDO and
PGI).

The main ICQRF activities are:
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a. The controls on the quality, authenticity and identity of food products and technical
agricultural inputs in order to prevent and prosecute of fraud and offenses.

b. Recognition of the inspection and certification structures @ueévcontrol bodies and
Local Authorities).

c. Supervisory functions on the control structures that operate in the field of quality
productions regulated

d. Imposition of administrative fines.

In turn, the ICQRF may designate by decree of the Ministry otheroaitihs that operate at
regional or local level, giving them thask of carrying out controlsThe LawNo0.164 of
10/02/1992 contained two provisions that assign the control functions to the following
compdent bodies:

a. The article 17 assigns to the Natidr@ommittee in collaboration with the competent
organs of the Ministry (ICQRF) the role of monitoring compliance of the wine laws and
production code

b. The Art.19 establishes that through a subsequent ministerial decree, the protection
consortia can be entsted of the task of controls in respect of all members of the
production chain, also not enrolled in consortia in order to jointly ensure compliance
with disciplinary and traceability at all stages of the production process.

The ministry has provided ovethe years several decrees in order to establish specific
provisions on the control of the production of quality wines produced in specifiesbmeg
(QWpsr). The latest, the DM March 2ZB)07 with the article 3 establishes the list of those
individuals asgined to control activities, including the protection consortia.

As revealed in the media analysis for the wine industry, this ministerial office plays an
important role in the protection of certified products and prevention of fraud. The media
coverage about frauds mainly focuses on the most famous wines such as Brunello and Rosso di
Montalcino. "The Inquiry on fake Brunello, seized over 160,000 liters of wine [..] of poor quality
wine sold as Brunello and Rosso di Montalcino. The fraud discbbgrthe finance guard of
Siena led to the seizure of more than 160,000 liters of wine and 2,350 stateémarksD b & o X
2014). Another issue that is widely discussed as a source of concern and uncertainty for local
producers is the counterfeiting of Tuscarmogducts by other countries. While the preventive
action and monitoring on the territory, thanks to the coordinated action of institutions, police
and honest producers, work, abroad the actions are often more complex and require more
coordination (NYT, 20)2

3.2.6 The role of Chambers of Commerce in the control and certification system

The Presidential Decree 930/1963 engages the Chambers of Commerce and Industry (CCIAA) in
the certification of wine products quality. This public organisation manages the tasting
commission and the certification procedures related to complaints of annual production and
the register of vineyards. For each PDO or PGI wine, the farmer must register the land in the
special register of the vineyards, whose competence was recently moyetie Chambers
Commerce to the regionsin order to obtain the designations of origin or geographical
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indication the conductor of the vineyard, during the period of harvest, he must submit to the
municipality the complaint of the grapes that wegeown. Then, the municipality sends the
complaint to the competent Chamber of Commerdée Chamber, once has confirmed the
accuracy of the data contained in the complaint, releases to the conductor of the vineyard a
receipt. In order to be allowed to ugke respective denominations of origin, the wines, before
marketing, should be subjected to a chemiphlsical analysis and an organoleptic test. The
physicalchemical analysis is carried out by the Chamber of Commerce, which verifies that the
physical ad chemical requirements of the wine match those of the product codes. The Tasting
Commission carried out the organoleptic te8nother important part of the controls is done
through the review of documents attesting the production process and the magegtirase.

The CCIAA checks the yields resulting from the Register of the vineyards and the production
specifications, thus implementing a production traceability systé&immally, the Ministerial
Decree of 28 December 2006 introduced other checks on the tielt have been assigned to
consortia of protection and other public/private bodies such as the Chambers of Commerce or
private certification bodies.

3.2.7 The role of local consortia

According to the M No.256 of 06/04/1997 the consortia, which are composedvarious
actors of the supply chain, act for the protection and enhancement of the PDO and PGI wines.
Their role is carried out under the technical profile and image, with the task of monitoring
compliance of the production codes and defend the denomaratfrom plagiarism, unfair
competition and other illegal actions. The consortia can perform all the tasks assigned by the
EU and nationalegislation. Theyare accredited by the Ministry of Agriculture Food and
Forestry Policies, therefore, have the datgd right to perform the control of the production

of PDO and PGI winescacding to DMMarch 29, 20071ln addition, they can have a role in the
promotion of wines, thus including the implementation of marketing activities and marketing
support.

3.2.8 Organic wne legislation

The Commission Implementing Regulation (EU).2082012 and the Commission
implementing regulation (EU) N822/2013 amending Regulation (EC) 8809/2008 regarding

the control system for organic productiompresentthe referencestandard wih regard to
production rules on organic wine. Previously the practice of organic production was excluded
by the application of thdEG Regulation N@092/91 for the norapplicability of the list of
additives included in the regulatioBefore that regultion, it was allowed to show on the label
only the wording "wine obtained from organic grapes"”, thus stating that the qualification
phase of organic wine would stapth the production of grapeddowever, this lack of EU rules
has given the start to the we producers to the development of several organic production
approaches in the different European countries in a way that is consistent with the principles
of organic farming. These private initiatives have taken the form of more stringent standards
than the legal requirements for the conventional wine, with limits on the use of additives and
technical processes at all stages of winemaking, from the harvest until the wine bottling and
storage.These specifications have been developed by groups of prodgesysin Germany,
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France and Austria), from orgarf@rming associations connected the certifying bodies (in
Austria, Germany, Greece, ltaly and Switzerland), by the certification bodies (in Spain) and
national representative platform for the organicimes (Spain and Switzerlandjhus these
national and private standards were the basistfoe organic regulation (EC) N84/2007 and
Regulation on organic wine that followed, the abawentioned (EU) N@03/2013.

Thanks to EU Regulation 203/2012 alsotf@ wine has been possible to apply the Community

rules on organic production, from the vineyard to the bottle, guaranteeing transparency to the
consumers and the the protection of the wine growers who apply the organic concepts to both

the vineyard andhe winery. The regulation has also allowed imports of organic wines from

third countries with production standards and inspection and certification systems equivalent

to those existing in the EU. Furthermore, from the 2012 harvest, the organic wine gnsduc
KIS 0SSy Ftt26SR (2 dzaS GKS GSNY a2NBFYyAO
the EUorganiclogo and the code number of their certifier, and must respect other wine
labelling rules.

One key aspect of the European legislation is to establish a subs@&terhakingpractices and
substances for organic wines defined in the Wine Common Market Organisation Regulation
606/2009. For example, sorbic acid and desulfurication will not be atloaved the level of
sulphites in organic wine must be at least-80 mg per litre lower than their conventional
equivalent (depending on the residual sugar content). Moreover, the regulation identifies
oenological techniques and substances to be authorizmedrganic wine. These includbe
maximum sulphite content set at 100 mg per litre for red wine (150 mg/l for conventional),
150mg/I for white/rosé (200 mg/l for conventional) and with a 30mg/I differential where the
residual sugar content is more thamy per litre. Other than this subset of specifications, the
generalwinemakingrules defined in the Wine CMO regulation also apply. As well as these
winemakingtINF OG0 A O0OSaz a2NBAFIYAO gAYySeé Ydzad 2 Fg O2 dzNE
as defined undeRegulation 834/2007.

At the national level, the reference standard is formed by the following rules:

9 The circular MiPAAF 12725 of 06/08/2009 concerning the labeling of organic products;

1 The note MiPAAF Nb2968 of 06/06/2012 on the use of ion exchangsins in organic
farming;

1 The DM No0.15992 of 12/07/2012, which provides the national rules for the
implementation of the EU implementing Regulatidn203/2012;

1 The statement of the Italian Ministry of Agriculture 01/10/2012 on the availability of
productsand substances marked with an asterisk in the Annex VIII oR#ége(EC)
N0.889/2008 for the production of organic wine products;

I The DM 15962 of 12/20/2013, which provides of a list of-nompliance concerning
the biological qualification of the prodtg and the corresponding measures that the
control bodies must apply.

From these regulations, we can highlight the following list of rules plhatlucersmust respect
when they choose to participate the certificaton system for the organic wine:

- Choose the Control Body (CB) for organic farming among those credited to the
MIPAAF;
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- Send to the competent authority the notification of starting an organic method before
transformation;

- Maintain updated the annual program of preparations;

- Receiving inspdions (varying in number according to the class of risk in which the
winery is inserted from the CB);

- Draw up and observe a plan of precautionary measures from of environmental
contamination, particularly important in the case of mixed farms (i.e. grapaswork
both organic and conventional);

- Keep records concerning oenologipactices.

After which the organic wine producers must comply with European regulations for technical
requirements that establish the products and substances that can be usedyahelogical
practices that have been allowed and the relative restrictions. However, the regulation
provides also cases of derogation.

3.3 Market conditions

3.3.1 The Tuscan wine production

Tuscan culture of wine boasts the oldest traditions, where for centurigh bimple farmers

and noble families have dedicated themselves to growirapes (BMTI, 2@). Tuscany, with
Piedmont and Veneto, is the region where the wines have historically been most valuable in
Italy. If we look at the value of the production at bagirices, according to ISTAT data, in 2010
the indugry produced about 270 millionuos, slightly down compared to 200 which was
about 287 milliorEuros.

The Tuscan wine producers live and benefit from one of the best images of any tourist
destinaion. The weHknown landscapesf Tuscany linked witlarts, history and architecture
furnish one of the most suitable locations in the world to express quality wines

The 57 designations of orig{DO)represent this union between history, territory and quality,
making Tuscany one of the most importaagionsof Europe for its wine@~igure3.5).
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Figure3.5. PDOwines in Tuscany
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In darklight blue are represented the 4BDOand in darklight green the 11PDQ while the

PGI are 6 (Figurg6). The most popular areas for wine production are the are€lianti and
Chianti Classico (south of Florence), Montalcino and Montepulciano (south and east of Siena),
Bolgheri that is located in the hilleearsthe sea between Livorno and Grossédtas acqired
popularity because ofjreater PGlwines, such as Sassicdiais worth to notehere that more

and more producers prefer to adopt a PGI label for their wines. This choiceddigtions is
partly related to more freedom associated with thelisciplinay for PGl wines compared to
the one forPDQ for which producersthoices have been mostly constrained. Despite the -over
regulation, which nowadayscharacterizes the sector, Tuscan wine producers have managed
over time to implement several differentiatiostrategies. On the one hand, they focus on the
maintenance and valorisation of the classic grape varieties, such as Sangiovese male
Brunello di Montalcino and Clasgihiantiamongthe most popular wines in the world®n the
other hand, they have med regional grape with foreign varieties, such asdhse oftabernet
sauvignon in Bolghefas we mentioned aboveYhus, producers have focused their research
on product characteristiceowards wines more open to international tastienovation ha not

only affected by the abice of grape varieties, but it hagvolvedalsothe meticulous massal
selection of the grapevine, the cultivation techniques, the productiethods and the ageing
phase In this context, most of the Tuscan produs tried to carve out their own uniqueness,
developing a product linked to the territory that the same time followshe change in taste
and consumption patterns.

Figure3.6. PGI wines in Tuscany

(Sources: Our elaboration on Regional data
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