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Abstract

As the world wine market and the number of prodsi@@mpeting for a share in that market
increases, it has become more important for pradubeth small and large, to understand the
needs and behaviour of the consumers toward wineder to better target the consumers by
specific products and marketing campaigns. Thisepgpesents the results of a survey on
wine consumers in selected Italian markets. In fihet part of the paper we present a

description of the preferences, purchasing critdyigying procedures and attitudes towards
wines. Then a Multiple Correspondence Analysis seduin order to define consumer’s

segments based on the questionnaire items. Fiwallgevelop an ordered logistic regression
relating the frequency of consumption of each wingers to their socio-demographic

characteristics and controlling also for some \@#esa related to the consumer habits.
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Production in the wine sector is an outstandingirnass in Italy, playing a much more
complex role than the mere food production. It espnts an expression of consumer
behavioural styles, as well as a symbolic businfesscertain local rural entities, with
economic, social, and environmental implicationat treach beyond the boundaries of the
supply chain and of the whole sector.

In spite of the success characterizing the wineosét Italy, a clear and dynamic competitive
growth can still be observed, both with respealdmestic markets and to exports, in some
emerging extra-European countries that, supporte®d @&y ever-changing consumer
preferences.

Consequently, as the world wine market and the murob producers competing for a share
in that market increases, it has become more irapbfor producers, both small and large; to
understand the needs and behaviour of the consuavesisd wine in order to better target the
consumers by specific products and marketing cagngai

Utilization of qualitative data to understand camg&u behaviour is becoming more prevalent,
especially in United States and Australia whereoaving literature on this field can be found.
In Italy, on the other side, only a small body itériature has been produced (i.e. Marangon
and Troiano, 2003; Berni, Bagalli and CapitelloQ2)

This paper represents an attempt to explore conspeneeptions and attitudes towards wines
using qualitative data on a consumer based mauvke¢y performed in selected points of sale
of the Italian Major Retailing Trade.

Specifically, the analysis has two directions: dogard the examination of the wine
purchasing behavior process, in particular theofacttontributing to the selection of a
particular wine and the other toward the explorataf wine market segmentation by
identifying different types of wine consumers.

The ltalian Market

Italy has a total domestic wine-grape growing stefaf over 675,000 hectares, including
35% for the production of DOC and DOCG wines, ab#86for common and IGT winés
The sector involves approximately 770,000 companibsle 90% of these produce common
or IGT wines, only 14% produce DOC/DOCG wines.

It is worth highlighting a steady decline in protian, as well as in surfaces, vs. a clear quality
improvement. In fact, DOC/DOCG-wine production il the regions has significantly
increased, although this index is not strictly refd to quality. The share of domestic DOC/
DOCG-wine production grew from 1/7 to 1/3 of theatowine production in the past few
years.

In the commercial area, the purchase of DOC-DOCewirecorded a steady growth in the
past decade in Italy. This was countered by a wecdh the consumption of common wines,
falling from 30 million hectolitres in the early 99's to approximately 20 million hectolitres
at the present day. This trend resulted into argédecline in wine consumption, which fell to
29 million hectolitres vs. more than 35 million badres ten years ago.

The global turnover of the wine sector amounts rioeatimated 8,000 million EUR, with
domestic production accounting, on average, for 21%e world production and for 34% of
the EU’s production. The whole wealth of the wirfeio (also including the value of the
equipment and infrastructures involved in the paidun of wines, spirits, distilled liquors, and

1 DOC: Controlled Designation of Origin; DOCT: Quai Designation of Origin; Igt: Typical Geographic
Indication (translator’s note).
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balsamic vinegar) is close to 50 million EUR, witl2 million people involved in the wine-
related sector, including distribution.

A review of the consumption breakdown highlightattfy0% of the total production is
consumed within the country and 30% is exportedaktp 16.8% of the total exports of the
agro-food sector.

In terms of food consumption, the expense for wiaed alcoholic beverages accounts for
approximately 4.5% of the total food and beveraqgeease of Italian households. This figure
points out to a slight decrease in terms of glalegahand, while a strong growth is observed in
terms of prices: this shows the growing preferdoceualified wines.

Fifty-five percent of the still and sparkling winesnsumed in Italy were bought in the main
Modern Distribution formats, i.e. supermarkets amgpermarkets. The Traditional Food
Outlets and Wine-Shops sector ranks second, witfi% share. The role of wine-shops, in
particular, is extremely important, in that theycaent for 10% of total purchases, thus
competing with discount shops, which account fof6llas the second most important
procurement source after supermarkets and hypeetsark

Cashé&carry outlets/wholesalers/own outlets accdoin?%, while self-consumption accounts
for a mere 3%.

For packaged wines in particular, Modern Distribotiplays an even more significant role.
Supermarkets and hypermarkets, in fact, sell moaea 65% of bottled wines in Italy, with
peaks of 71% for DOC-DOCG wines in particular.

Thus Modern Distribution leaves little room to titawhal food outlets, which account for only
11% of packaged product purchases, with 6% ataltlatto wine-cellars and wine-shops, thus
demonstrating the growing qualification of superkess as outlets.

The ranking of the procurement channels is obvioapposite for unbottled wine. In this case,
45% of purchases occur in traditional food outletsth 28% represented by the wine-
cellar/wine-shop channel. Cash&carry outlets/whallxs/own outlets play a significant role
with a 34% share, including direct sales made byptioducing companies.

As to distribution, wine products are sold in apqmmately 7-thousand large-scale outlets, as
well as in about 5-thousand smaller businessesajang in the trading of such products.

In conclusion, Italy can rely on more than 6-mitliconsumers of qualified wine (mostly in the
26 to 45 age group), who increasingly demand amdwme high-quality products, buy guides
and specialized magazines, attend wine-shops ane-pérs, and devote their week-ends to
the discovery of regions rich in artistic, histalicand environmental beauties, as well as in
wine outlets. But the wine sector has a much wideget of 24 million regular Italian
consumers, including as many as 16 million withenétocks.

Data and Methods

The department of Agricultural Economics and Lanes&urces with the support of “IRI-
MCA” group performed a consumer based market sunvéyl points of sale among 7 banners
(HM+SM) in three different Italian regions (Lombardruscany and Lazio). The final sample
consisted of 442 wine consumers, interviewed rgftér their purchase in the wine shelf
space, in order to be able to catch their perceptamd behaviors concerning the product they
bought, and their general attitudes towards thelewvmne category.

Table 1 shows the distribution of the basic so@mdgraphic characteristics of the
respondents. Out of 400 respondents that comptpiedtionnaires, 63% are male and 37%
female. Most of the wine buyers belong to the 30ad® class, are married, tend to live in
families of three components and are born in tmtreeof Italy. The regional origin of buyers
could be considered as an important factor thatienices the consumers’ choice of wines,
such as the household dimension. In fact we migberd that the larger it is, the more wine it
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will be purchased. Moreover, about the whole sar{@®080) has a high educational level and
consequently only 11% of the respondents decldrbsing in bad economic conditions. The
education level has in general a little influenage emnsumption frequency, but graduate
consumers are however more likely to be wine egpédn non-graduate ones. Anyway, half
of the shoppers show reluctance to purchase vely piiced wines (i.e. wine of more than
eleven euros) in despite of associated qualitylseve

Table 1

Sample socio-demographic characteristics

VARIABLES %
Gender
male  63.1
female 36.9
Age
16-29 9.6
30-49 538
50-64 26.8
65+ 9.9
Married 78.5
Residence

north Italy  18.8
centre ltaly  43.3
south ltaly  35.0
Europe 2.9
High education ~ 75.5
Subj ective well-being

low 11.5
medium  40.3
high 48.2
Household dimension
1 9.3
2 276
3 321
4+ 31.0

Main descriptive results

As regards the consumer behaviour (results showrahle 2), we found that most

respondents drink wine almost every day (54.7%i¢hmse it several times a month (46%)
and they usually buy from four to seven wine bsttheonthly (37.1%). About 70% of the

consumers prefer to purchase wine from supermankate the rest prefer specialist shops.
Moreover, drinking with the whole family seems ® the main purchasing occasion. About
81% of the whole sample is very predetermined @rtipurchase, in other words these
consumers know which wine to buy before enterirgyrtarket (from now on we decided to
call the latter respondents “planned purchaserfwewer, even if most of the respondents
declare of being very interested about wine, andious to know more about its

characteristics, 67% of them, the so called “ususlers”, seem of having fixed habits and
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purchasing always the same kind of wine, usuakiywime they have already tasted and they
are used to drink along with meals.

Table?2

Consumer behaviour characteristics

VARIABLES %
Freq. of wine consumption
every day 55.2
1/2 day a week 29.4
some times a month 11.0
seldom 4.4
Freq. of wine purchase
once a week 39.1
several times a month 46.0
once a month 9.4
seldom 5.5
Wine bottles purchased in a month
7+ 25.0
4-7 37.1
2/3 31.9
<2 6.0
Abitual place of purchase
supermarket 69.5
specialist wine shop 30.5
Usual buyer 66.9
Planned purchaser 81.1
Occasion of purchase
to drink with friends 19.1
to drink with family 40.3
to offer somebody 6.9
no particular occasion 29.5
other 4.2
Wine expertise level
quelified expert 10.7
expert 56.1
disinterested 33.2

In order to better understand how and why consummatee purchase decisions in the wine
category, we analyse the information from the doestire on the factors that might
influence the consumer buying process (table 3palmicular, before entering the market the
respondents seem to be mostly determined to pwechiae of a particular colour (31%), of a
known brand (28.5 %) and finally about 18% of tb@esumers are influenced by the occasion
at which the wine will be consumed. Once in theendlepartment, colour, again, seems to be
the most important factor driving the consumershevresearch, followed by the habitual
position of wine on the shelf and by the brandbdth the latter process the insignificance of
price might reveal that this factor does not gsestfluence consumers in their first phases of
the purchase decision process. After having résttithe attention on few kind of wines all
respondents go trough a more accurate wine-seateptiocess. The entire sample examines
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the product information and packaging by readinth ltbe wine label and the information on
the shelf. At this stage of the decision critergmocess, price is the attribute who receives
most of the entire consumer’s attention albeisinhot the unique attribute determining the
final consumers’ choicdn last the step of the buying process, the brasamns to be the
ultimate purchasing reason for 30% of the respotsdénllowed by the habitual wine (22.95)
and the colour (11.9%). Thus, both the price aedottand might be considered as the two key
factors influencing the final purchasing decisibienetheless, consumers may use price as an
indicator to reduce the risk within the purchaseislen and therefore as a product cue
comparable to brand (Halstead, 2002).

Table3

Consumer purchasing decision

VARIABLES %
Purchasing intentions
colour 31.0
brand 28.5
particular occasion 18.1
price 2.6
other 19.3
Research criterions
colour 34.1
brand 14.4
price 5.3
bottle 9.1
abitual position 15.2
other 22.0
Information on the label/shelf
colour 14.4
brand 20.2
region 6.7
price 40.4
other 18.3
Purchasing reasons
colour 11.9
brand 30.5
region 6.8
food 5.1
price 6.8
habitual wine 22.9
other 16.1

Once considering the principal attributes of thechased wines, we found that most of the
sample prefers red (68%), vqprd (DOCG, DOC and |Gnd low priced wines (49%).
Moreover, the origin of 37% of the purchased wire$uscany and Chianti is the principal
brand chosen by the respondents among the othemkbiands. (Table 4)
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Table4

Wine attributes
VARIABLES %

Price

0-3 48.9
3-5 30.8
5-]10 14.3
11+ 6.0
Colour

red 68.3
white 31.7
VQPRD 72.5
Tuscany 374
Brand

chianti 14.6
barbera 2.2
lambrusco 3.9
s.giovese 3.6
other 75.8

Finally, consumers’ characteristics and attituaseard wines broken were analysed together
with correlation and other descriptive tables basedboth the respondents and the wines
attributes in order to obtain a first descriptiegmentation of the wine consumers (results not
shown here).

As expected higher price levels of wine are assediaith higher subjective well-being and
negatively associated with larger households. A% of living alone consumers versus
5% of consumers living in households of two compisebuy most expensive wines, this
result might reflect the fact of the general higherpensity of people living in large families,
than the single, to save money in relation to gedbht trade off between household income
level and the family expenditure needs.

The majority of the respondents, which declareamfstiming wine everyday, appear also to
be those who purchase it once a week (60%) andushally buy the same kind of wine
(57%). In addition, most of these frequently “usgmefer low priced wines and the occasion
of consumption is along meals with the whole famipr these last kinds of consumers,
wines with high market shares rather than highityuahes might hold the most resonance.

Multivariate analysis

In the previous descriptive analysis we have hgitied the socio-demographic differences in
relation to the wine attributes among the purcteaad a number of factors which have been
shown to be important in the purchasing decisidnth® wine buyers. These include brand,
the price, origin and few others... However, weddslieve to be relevant the identification of
key consumer segments based on the different pkgibal profiles, different product
preferences and consumption patterns.
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In order to investigate the individual elementd tirdve consumer acceptance for a particﬁjlar
wine, we decided to identify consumers profile bgams of the widely used multivariate
analysis known as Multiple Correspondence Analgi€A). MCA is a useful technique far
the structural analysis of multivariate categoritala (Greenacre, 1984; De Leeuw, 1984). It
in fact helps to disentangle the relationships sindcture behind the variables in the data.
This technique assigns scores to rows (represettimgubjects) and columns (representing
the item categories) of a data matrix, yieldinga@pdical display of the rows and the columns
of the matrix representing the interdependencesngntioe variables. The graphical display
facilitates the intuitive understanding of the tilaships among the categories of the
variables; items within the same category are @b fepresented close to each other, Whereas
variables in different categories are plotted faara

Since we had a lot of categorical variables from guestionnaire we tried to optimise the
combination of all the items in order to best iptet the relationships between the
consumers’ socio-demographic characteristics aaut #ititudes toward wine. In detail, the
variables selected to create the consumer prdfigether with the graphical results are
provided in figure 1. The analysis is performechgdhe SPSS statistical software.
We found the two-dimensional analysis the bestaghtd represent the set of points and to
facilitate the interpretation of the results. Bdtie two dimensions were related to the
variables used in the analysis however, the filstedsion was mostly affected by the
frequency of wine consumption and purchase andhéo lével of expertise; the second
dimension, to the predetermination of buying theerbefore entering the market, and to the
wine attributes (i.e. price and brand). Moreovie two dimensions together accounted for
about 40% of the total variability in the data. &wvthe complexity behind the factors
influencing consumer behaviour towards wine, theatdity captured by the two dimension
could be considered acceptable since it allowsoudigtinguish quite distinct consumers’
groups.
It was in fact possible to clear identify itemsatednships from the graph that illustrated
category quantification (figure 1). The positioniafjthe categories was related to the mean
score of the respondents that gave identical arssteethe same questions. It is important
mentioning that the origin of the axes acts asreeot gravity for all the data analysed. It
represents the average profile. Therefore, theimitgs are interpreted more easily than the
outskirts of the graph, whereas the distance iatgrdrom the mean profile (baricentre) (De
Leeuw, 1984; Greenacre, 1993).
From the graph we detected four relevant groupsoasumers, each group characterized by
common behaviour toward wine:
Female-disinterestedhe female consumers, who usually go to the ntadkdo the shopping
for the whole family, who declare to be indiffereitout wine attributes and they principally
purchase wine on the behalf of the partners. Ftwrcorrelations tables most of the females
seem in fact to not purchase wine frequently. Téheywvine purchases at supermarkets and in
their purchase decision strong price limits aresatered. For this group, neither brand nor
quality is considered as particular factor of iefice.

Consumers of fixed habitare those respondents, especially male, mamvibad, prefer to
purchase low priced wine and don’t show any paldicpreference for specific brand. They
seem to not be interested in experiencing new lstandeed they always prefer to purchase
the same known wine usually consumed at meals. §eeprepared for shopping more than
the others since they have a shopping list and #éineymore loyal to Major Retailing Trade
than to other channels like wine shop. This paldicbhehaviour, could suggest classifying the
respondents as a segment of highik-sensitivé consumers, to the extent that the way they
choose wine is mainly driven by risk-reducing stigi¢s (Mitchell and Greatorex, 1989;
Lockshin and Halstead, 2005). Moreover, this grouigespondents, which also correspond to
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the largest one, is really close to the centréhefaxis, thus it might considered representing
the average consumer profile resulting from theesypiiand already emerged from the former
descriptive analysis. For instance, it is quiteiasting to note that most of our respondents
purchase wine more frequently in supermarkets amerdmarkets. Thus, the role of special
wine shop is not very significant for this consurgssup.

The Self-fulfilment Orientedhey either purchase or consume wine frequefithey declare

to be fully satisfied of their financial situatiaand consequently they often prefer to buy
expensive wines. Price, among the other attribigesms to be considered the most direct
indicator for good quality. Nonetheless, their gia®e decision seems to be a complex
process, influenced also by a number of other facterom the descriptive analysis they, in
fact, tend to spend more time than the other redgyats in front of the wine shelf. Probably
for them the information contained on the labelesy important; they might want to know
the association between wine and particular dishdsat is the proper way for the
consumption of that wine, or they might spend tiowking for a specific wine (for party, to
offer somebody etc.). This behaviour might revehigh predetermination level in purchasing
the wine category before entering the market.

The qualified they purchase quality wines and consider thdireseas good experts. Their
needs are high and well articulated, wine attribwtee of great significance to them, among
all, brand seems the most important one when choosing.Wihey tend to not purchase
wines which have been previously tasted, suggestiagthey like discovering via unknown
brands. In addition to hypermarkets they often pase in wine boutiques. From their
demographical classification they generally are ngpuyeople with higher educational
background and high personal incomes, living maasslgingles.

In terms of wine consumption these last two gratges be considered as having a number of
“positive properties”. First, they are frequent wipurchasers. They do not deny themselves
good wines and they are ready to spend a lot tootde of wine. Consequently, in view of
their wine purchase attitudes there is the markpe&ation that these two groups would
growth in the future.

10



3rd International Wine Business Research Conferdvioatpellier, 6-7-8 July 2006

Figure 1.Homogeneity analysis- Category quantification graph
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Brand (wine attribute which drove the consumer pase): brand (brand) nobrand (other
attributes)
Consumption (frequency of consumption): everydasg(g day) everywe (every week)
everymo (every month)
Expert (wine expert/lover): expt (expert) noexpat gxpert)
List (wine in the shopping list): list (yes) noligto)

Male (sex): male, female
Married: married, single
Meals (purchase the wine used to drink at mealsgalsn(yes) nomeals (no)
Price (wine price classes in euros): 1-|3, 3-|8,G-11+
Purchase (frequency of purchase): week (every weekth (every month) seldom (seldom)

Shelf (stop at the wine shelf when go shoppingdifglyes) noshelf (no)

Shop (purchase wine at specialist shop): shop (yesiet (no)

The relationship between frequency of consumptmmh@nsumer attributes
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From the latter analysis frequency of consumptibwioe emerged as an important varia
to discriminate among consumer profiles. Thus, weidk to use the information on t
frequency of consumption to better understand tHationship of this variable with th
respondents’ socio-demographic characteristics.

Our key dependent variable derives from a quesifdhe frequency of consumption of win
The discrete answer varies on a three positioresfé@m “once a month or less” to “eve
day”.

We adopted an ordinal logistic regression modektate the ordinal dependent variables
selected characteristics of the respondents by snafa®TATA statistical package.

This methodology applied in this study, considersralividuali and his frequency of win

consumptiory; . In addition, the individual consumptide assumed to be determined
individual characteristicsy . Furthermore we assume that the frequency of ecopsan is a
linear function of these characteristics

Yi =B+ BX +&
where S are coefficients that measure the impact of therastteristicsx, on the depender
variabley’ , & is a normally distributed random error with meaan@l variances, , capturing
non-measured and non-measurable effectg;on

However, y;, is a latent variable that is not directly obséfea What we observe is tr

individual's response to a question on frequencyasisumption, expressed througbrdered
labels (in our case S=3). Thus the observed lgyeils analysed as a categorical orde

response variable and is assumed to be relatedhab we really want to measure, the lat
variable y', in the following way:

y, =sif ko, <y <k
wheres=1,....,S is the number of response categories kn@re ordered thresholds, whi
are estimated empirically. The equation states lgintyat if the individual consumptiory’
lies betweerk,, andk,, the response to the consumption question wil pg =s).
The probability, for a given individualfthat y. = s, conditional ong andk, is given by:

C1rexplk + Y Bx) 1+expl-k. +Y Bx)

PrOb(yi = S/ﬂ) = prOb(ks—l < Zi < ks)

where:
z =B, + B +¢&

We tried to fit different models with different set covariates using a stepwise procedt
Finally only seven variables were selected, atheim resulting to be statistically significa
Table 5 provides the coefficients for the final ioed model in terms of odds-ratios. The
latter are the cumulative odds of belonging to réa@e category or higher versus belonging
one of the lower categories of the ordinal depetdanable.

As expected, the “heavy consumers” are both thespondents declaring of being a w
expert, and who usually drink the same wines atlsnddoreover the odds of consumi
wine most frequently versus consuming it rarely aveut three times higher for the marr
and those respondents born in north of Italy anoulbne and half higher for consume
perceiving a good financial situation.
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Table 5

Odds Ratios for the ordinal logistic regression

Variables OR Std. Err.
expert 2.04 0.49
with family 1.70 0.38
north 2.89 0.95
south 1.69 0.42
married 3.55 0.93
high income 1.51 0.36
usualbuyer 2.01 0.72

Final Remarks

The findings of this study suggest that a wide eand factors influence the consumers’
purchase process.

Regarding the wine attributes, the results seemcdafirm what has already been
demonstrated in previous findings: two of the kelestion criteria in the final phase of the
wine purchasing process are price and brand. Indeedsuggest that this last result may
partly be influenced by subjective factors suchtlas level of product experience and
knowledge that the individual consumer has, thgueacy of wine consumption, and so on.
Consumers might also change their decision-makiigria depending on the occasion they
buy the wine for, with whom they usually drinketc.

Finally, on the basis of all individuals and wirtériutes, our research allowed defining four
distinctive market segments.

In a moment of high market competition this resoltld be useful to the different wine
producer competitors since it offers various opaities for improving their marketing and
marketing communication strategy. In fact the keyyendeterminants influencing the
purchasing process such as brand and pricing ancbtisumer segments outlined in this
study are very important and of particular intekgghin the wine market. In most FMCG
markets, there are usually a small number of higbiypinant competitors, which capture a
large percentage of market share and thereforghad@gree of repeat purchase. One of the
key factors that differentiate the wine market frorany others is the lack of large and
dominant brands; where a wine or range of wing®sitioned, distributed, communicated
and packaged under a single name with a recogeisadatity.

Consequently, by taking the above mentioned elesnatd consideration, producers can be
better able to meet the expectations of consunmet sidferentiate the marketing.

However, given that consumers’ attitudes is a miutensional concept comprising
psychological feelings and objective charactesstitying to find the right way to identify all
of its determinants is still a difficult task, ndheless our department is nowadays working on

integrating the results of this study with otheurses of information and other statistical
instruments.
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