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Abstract 

 
Purpose – The purpose of this study is to investigate and compare the perceptions of competitive 
advantage (cost leadership, differentiation, and performance) of those wineries who have 
implemented a clear business case for EMS and those who have not. Benefits and challenges of 
sustainability practices are also addressed. 
 
Design/methodology/approach – Data were collected via self-report web-based survey. Of the 
98 respondents, over 80% were family-owned, family-managed.  
 
Findings – Those respondents with a clear business case for EMS exhibited significant 
differences in cost leadership and differentiation advantages over those without a clear business 
case for EMS.  
 
Originality/value – Activities that create competitive advantages for wine businesses are 
understudied; this research bridges that gap. 
 
Practical implications - Those with a clear EMS derived significantly greater supply chain 
optimization and operational efficiencies than those without a clear EMS. Those with a clear 
EMS also felt that they gained an enhanced ability to enter new markets to a much greater extent 
than those without a clear EMS. Results of this study demonstrate a significantly higher level of 
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commitment by those respondents with a clear EMS when addressing sustainability initiatives 
during an current economic down turn, over those who did not. Those respondents who had a 
clear EMS indicated that they had somewhat increased their sustainability commitments, rather 
than conducting business as usual with no change or somewhat decreasing sustainability 
commitments as those who did not have a clear EMS. 
 
Key words: Environmental Management System (EMS), cost leadership, differentiation, 
competitive advantage, family-owned, family-managed.  
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Sustainability in the Wine Industry: Altering the Competitive Landscape? 

 
What managers need is a basis from which they can prioritize environmental investments. More 
broadly, they need to align these investments with the generic strategy of the company. — 
Renato J. Orsato 

There is determinism going on in the world, but at a very complex level, so complex that 
we as researchers do not understand it all. — Frank J. Sulloway 

1. SUSTAINABILITY AND COMPETITIVE ADVANTAGE 

Managing environmental issues is a critical element of strategic planning and a driver of 
competitive advantage, but an environmental management system (henceforth, EMS) requires 
more than doing well (York and Venkataraman, 2010). Strategy requires managers to identify 
the areas in which their businesses can focus environmental efforts in the pursuit of competitive 
advantage (Orsato, 2006). Although the wine industry has survived numerous environmental 
jolts (Stoeberl et al., 1998; Swaminathan, 1995; Taplin, 2006), wine businesses confront survival 
threats from the natural world e.g. rising energy prices, water scarcity, mounting concerns about 
chemical exposure, and climate change (Guthey and Whiteman, 2009; Hertsgaard, 2010). 
Mitigating these threats involves many different actors and institutions in the wine business 
manager’s decision to formalize the business case for EMS (Guthey and Whiteman, 2009); 
stakeholder pressures drive adoption of EMS (Cordano et al., 2010; Fotopoulos et al., 2003; 
Marshall et al., 2010). Adoption of EMS can result in product innovation, pollution prevention, 
and stewardship of natural resources (Berns et al., 2009; Carrillo-Hemosilla et al., 2010; Hughey 
et al., 2005). As the scope and intractability of an environmental problem rise, so do 
opportunities for EMS innovation in the pursuit of competitive advantage (Matzler et al., 2010; 
Porter and Van Der Linde, 1995; York and Venkataraman, 2010).  

Financial incentives that encourage EMS process and product innovations may be positively 
related to business performance (Nguyen and Slater, 2010; York and Venkataraman, 2010). 
Some researchers have found that business age, size, and ownership (public v. private) are 
related to investments in EMS (Elsayed, 2006; Melnyk et al., 2003; York and Venkataraman, 
2010). Because of the huge sunk cost associated with EMS investments, incumbent businesses 
may resist adoption due to fears of cannibalizing existing product lines and instead elect to 
pursue only those activities considered absolutely necessary for regulatory compliance 
(Gabzydlova et al., 2009; Hughey et al., 2005; Manktelow et al., 2002; Silverman et al, 2005). 
Younger, entrepreneurial agricultural businesses, conversely, show a propensity to invest in EMS 
innovations that supplant existing structures, some creating new standards for sustainable 
processes and products (Carrillo-Hermosilla et al., 2010; Gilinsky et al., 2008).  

1.1. Importance of this research  

Activities that create competitive advantages for wine businesses are understudied (Delmas and 
Grant, 2008; Fearne, 2009). Wine is a big business: grape growing and wine making and related 
support activities impact other high value-added agricultural sectors in particular and the 
ecosystem of a region of origin in general (Cholette and Venkat, 2009; Remaud et al., 2008; 
Warner, 2007; Zucca et al., 2009). Just prior to the prolonged recession that negatively impacted 
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all sectors in 2009 and 2010, the wine industry produced almost $59 billion in economic value 
for California and more than $120 billion in revenue for the entire U.S. (Stonebridge Research, 
2008). Nearly 40 percent of the impact of California’s wine industry on the U.S. economy in 
2008 — about $41.9 billion — was attributed to the Napa Valley, which produced 4 percent of 
the wine grown in California (Stonebridge Research, 2008). With that much money at stake, it is 
surprising that there have been relatively few studies identifying drivers of competitive 
advantage in the wine industry (Delacroix and Swaminathan, 1991; Swaminathan, 1995; Taplin, 
2006; Jordan et al., 2007). Moreover, no empirical studies have been conducted regarding the 
impact of sustainability in the wine industry on competitive advantage.  

1.2. Research questions and organization of this paper  

Extant research into wine businesses and sustainability has focused on the factors leading to 
adoption of EMS (Fearne, 2009; Gabzdylova et al., 2009; Hughey et al., 2005; Marshall et al., 
2010; Silverman et al., 2005; Warner, 2007). Others have examined eco-labeling or eco-branding 
product differentiation strategies to ascertain if those attributes enable a wine brand to stand out 
in a crowded fight for “mouth share” (Brugarolas et al., 2005; Forbes et al., 2009; Fotopoulos et 
al., 2003; Remaud et al., 2008). Wine business research needs to confirm linkages between EMS 
and performance, a proxy for competitive advantage (Bernabeu et al., 2008; Melnyk et al., 2003; 
Orsato, 2006; Waddock and Graves, 1997 Harrison et al., 2010). What are the most important 
aspects of an EMS for a wine business? Does it make a difference if a wine business has 
established a clear business case for EMS (rather than, say, pursuing an ill-defined or informal 
package of pollution mitigation activities)? What are sustainable wine businesses doing 
differently than those that are considering — or have no intention of — investment in and 
implementation of sustainable business practices? This study addresses three basic questions 
(Sharma and Aragon-Correa, 2005): 
 

1. How does the presence or absence of a business model that incorporates EMS impact 
wine business performance?  

2. Does a wine business perceive competitive advantages such as cost leadership or 
differentiation from implementing a formal EMS? 

3. What is the impact on performance of a wine business model that incorporates EMS?  
 
This paper is organized into five sections. The next section summarizes prior research into the 
connections among EMS, generic strategies, and performance, leading to hypotheses tested in 
this study. The third section describes survey design and statistical methodology. The fourth 
section presents findings and a discussion of results. We close with a discussion of the 
implications for future researchers as well as wine industry practitioners considering sustainable 
business activities to attain competitive advantage. 
 
2. RELEVANT RESEARCH ORIENTATIONS 
 
Managers of wine businesses need to justify investments in environmental strategies. Some 
industry observers consider all but the ultra-premium and luxury segments of the wine industry 
to be mature and saturated (Steinthal and Hinman, 2007). Where should managers place their 
bets, given resource scarcity, and what outcomes might be realized? How should managers go 
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about prioritizing investments in waste reduction, water use minimization, organics, biodynamic 
farming, energy efficiency and self-sufficiency, eco-labeling, eco-branding, eco-friendly 
packaging, etc.? A sustainable strategic position, according to Porter (1980), requires managers 
to choose between trade-offs. The need for parsimony precludes a longer exposition, however, 
building on the work of Porter (1980, 1985) and Barney (1997), researchers have sought to prove 
linkages between EMS, generic strategies of cost leadership and differentiation, and competitive 
advantage. See Table 1, “Summary of Prior Research into EMS and Generic Strategy.”  
 
Table 1. Summary of Prior Research into EMS and Generic Strategy. 
 GENERIC STRATEGY AND EMS AUTHOR(S) 
 Cost leadership 

 
1. Relative price: eco-efficient materials, re-use by-products, high process 

yields 
2. Relative share: radical process innovations to disrupt mature markets 
3. Barriers to entry: lowest price and lowest impact on environment 

 
Manifestations of competitive advantage 
Scale economies, learning curve, differential low-cost access, waste minimization, 
technological innovation, structure, employee retention and compensation  
 

Porter (1991) 
Barney (1997) 
Sroufe (2000) 
Orsato (2006) 

 Differentiation 
 

1. Consumer perception: clear benefit or environmental value 
2. Product/service uniqueness: difficulty of replication or imitation by rivals 
3. Consumer confidence: reputation, loyalty/retention, life cycle value  

 
Manifestations of competitive advantage 
Product features such as organic or biodynamic, clear linkages between 
environmental management and business functions, early entry timing, location, 
product mix, inter-firm linkages, improved service, image 
 

Wood (1991) 
Porter & Van der 
Linde (1995) 
Barney (1997) 
Waddock et al. (2002) 
Reinhardt (1998) 
Orsato (2006) 

Source: prepared by authors for use in this investigation. 
 
Several studies have been those focused on EMS as a means of achieving economies of scale and 
scope in mature, saturated markets, i.e., those in which undifferentiated products compete 
primarily on price (Orsato, 2006; Sroufe, 2000). Others have focused on examining the 
relationship between EMS and differentiation, i.e., via eco-branding and going beyond mere 
compliance, a business seeks and defends a niche in which it can extract a price premium in 
return for higher consumer perceived value (based on increasing consumer awareness of and 
need for environmentally-friendly products and services), unique attributes or features that are 
difficult or costly for rivals to imitate (e.g. external certifications such as Demeter, LEED, 
CERES or ISO 14001), and/or improved consumer confidence and trust (Reinhardt, 1998; 
Wood, 1991; Waddock et al., 2002;). This leads to the following three hypotheses: 
 
H1: Wineries that have justified a business case for EMS are more likely to have a perceived 
cost advantage. 
 
H2: Wineries that have justified a business case for EMS are more likely to have a perceived 
differentiation advantage. 
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H3: Wineries that have justified a business case for EMS are more likely to demonstrate 
superior operating performance over rivals. 
 
3. RESEARCH DESIGN 
 
The survey instrument to collect information on winery sustainability practices, e.g., 
sustainability defined, potential impacts, strategies, possible challenges and benefits, and the 
value in sustainability, was adapted from the survey instrument used by Berns, et al. (2009). 
Relevant questions for this study are shown in the Appendix. Prior to the main study, a student 
researcher pilot-tested the survey with owners of twelve wineries in Northern California for 
suitability of questions and appropriate questionnaire length.  
 
Research was conducted by web-based survey. A subsequent pilot sample of 16 Green Wine 
Summit attendees was collected to further test the suitability of the questions via the web-based 
survey. Using a modified Dillman (1978) method, two waves of mailings were sent to a random 
sample of US wineries in a database compiled from attendees at the annual Unified Wine and 
Grape Symposium in Sacramento, California. The initial email was sent to 1469 usable email 
addresses. Follow-up emails were sent two weeks later. Ninety-eight usable, completed surveys 
were received, resulting in a response rate of 7%, which is not atypical of mail surveys. Non-
response bias data were not collected for those respondents who started, but chose not to 
complete the questionnaire by closing their browser. Thus, we could not assess how those who 
completed the survey compared to those who did not. Some non-response was deemed to be due 
to the timing of the survey, which coincided with the Fall 2010 grape harvest cycle. 
 
Company owners comprised sixty-eight percent of the respondents; respondents were asked to 
check all that apply as to their relationship to their winery (see Table 2). Over 80% of 
respondents’ wineries were family-owned, family-managed. The majority of the wineries were 
small and medium case producers; more than three-quarters of respondents’ wineries produced 
less than 20,000 cases. Demographics of the wineries are detailed in Table 3. 
 
Table 2. Respondents (checked all that apply) 
 Response % 
Owner of my company 68.0% 
Winemaker 43.3% 
CEO of my company 18.6% 
Other 11.3% 
Division manager 10.3% 
Consultant 3.1% 
 
Table 3. Respondent's Winery Demographics (N=98) 

Age of Winery  Production  Five-year growth rates, 2005-2010 
Years  Cases  Growth % Case sales Profits 

100+ 3.0%  <2,000  39.2%  >20%  28.4% 12.5% 
50–99 7.1%  2,001-20,000 38.1%  11%–20% 17.9% 14.6% 
11–49 44.4%  20,001–50,000 7.2%  5%–10% 22.1% 19.8% 
5–10 30.3%  50,001–100,000 3.1%  1%–4% 15.8% 16.7% 
<5  15.2%  >100,000  12.4%  0% or negative 15.8% 36.5%    

TOTAL 100%   100%   100% 100% 
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4. DISCUSSION OF RESULTS 

4.1. The case for EMS: sustainability defined  

To examine differences in performance, as well as cost leadership and differentiation advantage 
indicators, respondents were asked, “Has your organization developed a clear business case or 
proven “value proposition” for addressing sustainability?” Twenty-two percent (or a fifth of the 
sample) indicated a clear case for EMS, 57% indicated no clear case, 16% were unsure, and 6% 
indicated that, “they had tried adopting EMS but it was too difficult to develop and continue.” 
The sample is roughly representative of the portion of interested wineries that have set up formal 
systems according to the Wine Institute. They report that of the 3,400 bonded wineries in 
California, 230 have participated in the self-assessment of their sustainable practices. Thirty-
eight, or 16.5%, of that group have instituted formal programs and achieved certification from 
the Wine Institute.1 For the purpose of this study, the 21 respondents indicating “a clear business 
case for EMS” were included in the “Clear EMS” group; the remaining 77 were included in the 
“No Clear EMS” group. When asked about their business commitment to sustainability, 48% of 
the respondents indicated their wineries were “sustainable from the start”; 28% had “recently 
adopted” sustainable practices, 13% “planned to adopt” sustainable practices, but were “not yet 
ready”; 8% never adopted sustainable practices, “but might be interested”; and 3% indicated “no 
interest” in adopting sustainable practices.  
 
Early questions in the survey asked respondents to define sustainability and the extent to which 
that term applied to their organizations. Using a Likert scale [Strongly Disagree (1) to Strongly 
Agree (5)], respondents rated varied definitions of sustainability. While there were no statistical 
significant differences between the two groups, “Clear EMS” and “No Clear EMS,” the 
sustainability statements and group means are at Table 4.  
 
Table 4. Sustainability Defined  

Sustainability Definition Statements 
Clear 
EMS 

No Clear 
EMS 

Sustainability refers to other environmental issues 4.24 4.03 
Sustainability refers to meeting the needs of the current generation without compromising 

the ability of future generations to meet their needs 
 

4.22 4.06 
Sustainability refers to addressing issues from a long-term perspective 4.18 4.20 
Sustainability refers to maintaining the viability of our business 4.18 3.89 
Sustainability refers to corporate social responsibility issues 4.18 3.72 
Sustainability incorporates climate change, environmental, social, and economic issues 4.18 3.70 
Sustainability refers to climate change issues 3.65 3.20 

4.2. EMS and generic strategy  

Content validity of the measurement instrument was established mainly through the adoption of 
existing instruments. Statements indicating cost leadership advantage and differentiation 
advantage were used in the analyses and found acceptable with Cronbach alpha scores of .89 and 
.78 respectively (Nunnally and Bernstein, 1994). Standard and multivariate assumptions were 

erform the analyses. While the sample size for this study is small tested and found adequate to p

                                                        
1 Conversation with Alison Jordan, Environmental Affairs, The Wine Institute, April 20, 2011. 
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(N=98); the recommended minimum cell size of 20 observations for the multivariate analyses 
was met (Hair, Anderson, Tatham, and Black, 1998). 
 
To assess the cost advantage indicators simultaneously in the model, multivariate analysis of 
variance (MANOVA) was used. The cost advantage indicators were entered as the dependent 
variables, and the codes for those with a clear business case for EMS versus those without were 
entered as the independent variable. All four of the omnibus MANOVA test statistics were 
significant at α = .05 cutoff with F Statistic = 2.347, Sig. = .023 with an observed power of .887, 
offering support for Hypothesis 1. Supply chain optimization, lower legal and regulatory risk, 
and greater operational efficiency cost advantage indicators were the significant indicators as 
shown in the univariate test results in Table 5. The means of the 21 respondents with a clear 
business case for EMS versus the 77 respondents without a clear business case for EMS are also 
shown for each cost advantage indicator in order of the cost advantage indicator significance. 
 
Table 5. Cost Advantage Indicator Univariate Test Results – Hypothesis 1 

 
All Cost Advantage Indicators Analyzed 

Clear EMS 
Mean 

No Clear EMS 
Mean F Sig. 

Supply chain optimization 4.29 3.20 15.474 .000* 
Lower legal and regulatory risk 4.07 3.31 7.111 .010* 
Greater operational efficiency 4.14 3.51 5.011 .029* 
More potential sources of revenue 3.93 3.27 3.852 .054 
Lower cost of capital 3.57 2.94 3.593 .063 
Greater access to capital, financing and insurance 3.62 2.92 3.429 .069 
Employee recruitment, morale, retention 3.43 2.77 2.804 .099 
Lower financial and operating risk 3.86 3.29 2.753 .102 
Lower costs and taxes 3.86 3.59 .955 .167 
More efficient use of resources 4.31 4.04 .697 .407 
*Statistically significant at alpha ≤.05. 
 
For Hypothesis 2, the differentiation advantage indicators were entered as the dependent 
variables in the model. Codes for those with a clear business case for EMS versus those without 
were entered as the independent variable. All four of the omnibus MANOVA test statistics were 
significant at α = .05 cutoff with an F-Statistic = 2.772 and Sig. = .035 with an observed power 
of .729, offering support for Hypothesis 2. Enhanced ability to enter new markets was the 
significant indicator as shown in the univariate test results in Table 6. The means of the 21 
respondents with a clear business case for EMS versus the 77 respondents without a clear 
business case for EMS are also shown for each differentiation advantage indicator in order of 
significance.  
 
Table 6. Differentiation Advantage Indicator Univariate Test Results – Hypothesis 2 

All Differentiation Advantage Indicators Analyzed 
Clear EMS 

Mean 
No Clear EMS 

Mean F Sig. 
Enhanced ability to enter new markets  4.00 3.15 6.946 .011* 
Stronger brand and greater pricing power 4.00 3.58 2.229 .140 
Ability to justify and charge a price premium for our products 3.57 3.21 1.304 .258 
Improved customer loyalty 3.86 3.87 .001 .977 
*Statistically significant at alpha ≤.05.     

4.3. EMS and performance  

To assess the impact a clear business case for EMS might have on operational performance, 
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MANOVA was conducted entering winery growth rate in case sales over the past five years and 
winery growth rate in company profits over the past five years as the dependent variables. Codes 
for those with a clear business case for EMS versus those without were entered as the 
independent variable. The four omnibus MANOVA test statistics were generated and none were 
significant at α = .05 cutoff with an F-Statistic = .570 and Sig. = .568, thus Hypothesis 3 was not 
supported. No significant differences in operational performance in winery growth rate in case 
sales or company profits over the past five years were found when comparing those wineries 
with a clear business case for EMS versus those wineries with no case for EMS (see Table 7). 
 
Table 7. Case Sales and Profit Univariate Test Results– Hypothesis 3 

 
Clear EMS  

Mean 
No Clear EMS  

Mean F Sig. 
Case Sales Growth 2.94 2.76 .198 .658 
Profits Growth 3.41 3.59 .349 .556 
 
5. IMPLICATIONS FOR RESEARCHERS AND PRACTITIONERS 
 
The literature suggests linkages between EMS and opportunities for competitive advantage 
(Melnyk et al., 2003; Porter, 1985). This study’s found that wineries with a clear business case 
for EMS reported greater perceptions of cost leadership and differentiation advantages over those 
that did not have a clear business case for EMS. Wineries incorporated EMS despite the 
economic downturn. 

5.1. Cost leadership advantage  

Those with a clear EMS derived greater benefit on key cost leadership advantage indicators: 
supply chain optimization, lower legal and regulatory risk, and greater efficiency. Other cost 
leadership indicators, more potential sources of revenue, lower cost of capital, greater access to 
capital, financing and insurance, and employee recruitment, morale, and retention were also of 
benefit to those with a clear EMS.  
 
Optimizing the supply chain is recognizably basic for competitive advantage, as the majority of 
California wineries are vertically integrated, managing their winery operations, and growing 
their own grapes (Silverman et al., 2005). This issue is also vital for those wineries that 
frequently exert control over outside grape growers, often ensuring that those growers also 
reflect similar environmental values. Actively choosing and promoting suppliers providing 
equipment, packaging and transportation with a focus on sustainable practices is a high leverage 
area where businesses can influence environmentally friendly practices (Walton et al, 1998). 
This would also include additional environmentally friendly ways to improve the supply chain 
including materials used in the product – bottles, labels, closures, etc., as well as new product 
design; supplier process improvements; supplier evaluation; and inbound logistics. 
 
Those firms possessing a clear business case for EMS reported significantly greater operational 
efficiencies than those without. Melnyk et al. (2003) found that the impact of environmental 
activities on corporate performance is strongly affected by the presence of a formal EMS with 
the largest differences in the reputation of the firm and a sense that benefits exceeded cost. More 
recently, Lubell et al (2010) also found economic benefits exceeded costs for the majority of 
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practices measured; benefits stemmed from reduced input costs, improvements to quality, and 
compliance with environmental regulations. 

5.2. Differentiation advantage  

Wineries with a clear business case for EMS demonstrated perceptions of greater differentiation 
advantages over those who did not have a clear business case for EMS, specifically those with a 
clear EMS felt that they gained an enhanced ability to enter new markets to a much greater 
extent than those without a clear EMS. Those with a clear case for EMS did not, however, report 
improved customer loyalty or pricing power. This finding is consistent with prior research that 
found no sales advantage from organic or sustainable labeling; certifying grapes as “organic” can 
result in a price premium, but including an eco-label specifying “organic” on the package 
reduces the price by 20%, due to the negative connotation of organic wine in the marketplace 
(Delmas and Grant, 2008).  
 
Many consumers are not familiar with the eco-certification process and associate it with a lower 
quality wine; hence, many wineries choose not to place eco-certification information on their 
labels. Wine eco-certification is a relatively recent phenomenon and still lacks positive 
recognition from consumers, often due to concerns that wine without sulfites added can be aged 
without spoiling (Delmas and Grant, 2008). Atkin and Johnson (2010) found that organic 
information ranked last among a group of ten types of information that wine consumers utilized 
to gauge the quality of the wine (i.e. fewer than ten percent of consumers reported using organic 
information, validating that eco-certification is not well understood by consumers). 
 
Even though those with a clear business case for EMS did not perceive a greater price or loyalty 
benefit in the marketplace, wineries can obtain a cost advantage from adopting sustainable 
practices. The sales advantage may not initially come from promoting sustainable practices to 
retail consumers, but instead at the cellar door and to wine club members where winery staff or 
website media can relate the sustainability story (Nowak et al., 2010). Wineries can target to the 
consumer market that is looking for the environmental value (Orth et al., 2005). Among other 
advantages of EMS are enhancement of company reputation and illustration of best practices that 
can be shared with industry trade associations (Delmas and Grant, 2008).  

5.3. Performance  

Respondents with a clear business case for EMS reported a significantly higher level of 
commitment to address sustainability initiatives during the recent economic downturn, over those 
who did not have a clear business case for EMS. More important, respondents who had a clear 
business case for EMS indicated that they had somewhat increased their sustainability 
commitments. Although prior linkages between EMS and performance have been shown 
(Waddock and Graves, 1997; Melnyk et al., 2003), using case sales growth and profit growth as 
our proxy for performance, no clear evidence emerged to support an assertion that those wineries 
with a clear business case for EMS would be more likely to demonstrate superior operating 
performance over rivals. 
 
While this research found no significant evidence that the presence or absence of a clear business 
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case for EMS impacts performance, important differences were noted. One being that neither 
subsample identified “market share” as a key or top metric to measure winery performance. 

6. CONCLUSIONS AND FUTURE RESEARCH  

Prior studies show that environmental values and personal satisfaction drive sustainability 
investment decisions (Gabzdylova et al., 2009). Silverman and his colleagues (2005) opine that 
internal issues such as the desire to be good stewards of the land are highly correlated with the 
successful implementation of environmental policies. The findings from this investigation 
support those perspectives while acknowledging other mitigating factors, i.e. differing degrees of 
formality with implementing sustainability, age, and/or size of the winery. While only 21% of 
the respondents had indicated a “clear business case for EMS,” over 75% of them indicated their 
wineries were either sustainable from the start or had recently adopted sustainable practices.  
 
The U.S. wine industry is characterized by a large number of small and medium size wineries 
and very few large corporate wineries (Marshall et al, 2010). The majority of the sample is small 
wineries, with 78% producing fewer than 20,000 cases per year. This is roughly similar to the 
2005 study by Silverman and his colleagues, where 64% of the sample produced less than 25,000 
cases per year. Earlier research has shown that smaller wineries frequently implement specific 
components of a formal EMS even if they are not able to support a formal comprehensive EMS 
(Kolk, 2000). Formal comprehensive programs stemming from an EMS, such as ISO 14001, are 
often possible only at larger wineries that can afford the cost of implementation, and even then, 
only a few have actually attained ISO 14001 certification (Thomas et al., 2004).   
 
Regardless of age or size, many wineries are proceeding with sustainable practices, even if no 
differentiation advantage is manifest. The Lodi Winegrape Commission states that the top 
motivation for grape growers to participate in sustainable efforts is “to preserve the family’s 
agricultural legacy and to pass that legacy along to future generations” (Hoffman, 2010). 
Sustainability practices are part and parcel of how cultural capital is passed from one generation 
to the next. This was as substantiated by one respondent with a clear EMS from this investigation 
who wrote, “Sustainability has been a commitment since our founding; it's what we do to ensure 
we can pass along a healthy family business to the next generation.” As over 80% of the 
respondents were family-owned and family-managed, framing sustainability in the context of 
generational succession may be a rationale for industry opinion leaders as well as trade 
associations to promote and disseminate best EMS practices. Future investigations are needed to 
ascertain any longitudinal impacts of framing sustainability in the guise of creating and 
preserving inter-generational equity. 
 
Caution should be used in generalizing the results, as this study is not without its limitations, 
e.g., small sample when compared to the population, lack of outside or independent verification 
as survey design was self-report, and no assumptions of winery age or size within the analyses 
results. The performance measures used in the study, while adapted from Berns, et al. (2009), are 
not collectively exhaustive and could be subject to debate.  
 
Yet this study finds that wineries appear highly aware of sustainability issues and recognize the 
importance to caring for the environment. While many have adopted sustainable practices, the 
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perceived benefits of going beyond those to the adoption of a formal EMS program are not yet 
crystal-clear. There is a perception of a cost advantage benefit to a formal program, but not 
necessarily a sales benefit, with the possible exception of increased ability to enter new markets. 
More consumer education on sustainability benefits may be necessary to develop a “pull” 
demand strategy that could result in increased sales. Future investigations are needed to ascertain 
any longitudinal impacts of building consumer education and awareness as well as impacts on 
success in new markets.  
 
Likewise, continued progress toward sustainability at the level of the individual business 
depends largely on increasing the awareness of owners and managers to the benefits to the 
environment (i.e., values). Managers that have strong environmental values can then infuse these 
values throughout the company (Marshall et al., 2005). One mechanism to increase such 
awareness would be the sharing of best practices and their impact on cost and quality. Future 
investigations are needed to ascertain any longitudinal impacts of sharing best practices on 
sustainability and cost reduction and/or quality improvement. Future investigations looking into 
other regions in the US, as well as internationally, might prove fruitful. 
 
The picture that emerges from this research is that today the benefits of an EMS result from 
gains on the supply side rather than gains in the marketplace. Respondents who had a clear 
business case for EMS indicated that they had somewhat increased their sustainability 
commitments despite the economic downturn. In the retail environment, the lack of consumer 
support underscores the perceptions of wineries that the differentiation benefit from the market 
promotion of a formal EMS is not yet apparent, but that doesn’t negate the positive cost-benefit 
impacts for those implementing formal EMS. 

 

 

 

 

 

 

 

 

 

 

 

  Page 12 of 18   



6th AWBR International Conference │ Bordeaux Management School │ 9-10 June 2011 

 
REFERENCES 

Atkin, T. and Johnson, R. (2010), "Appellation as an indicator of quality", International Journal 
of Wine Business Research, Vol. 22, No. 1, pp. 42-61. 

Barney, J.B. (1997), "Gaining and Sustaining Competitive Advantage", Addison-Wesley, 
Reading, MA. 

Berns, M., Townend, A., Khayat, Z., Balagopal, B., Reeves, M., Hopkins, M.S., and Krushwitz, 
N. (2009) "Sustainability and competitive advantage", Sloan Management Review, Vol. 51, 
No. 1, Fall, pp. 19-26. 

Bernabeu, R., Brugarolas, M., Martınez-Carrasco, L., and Dıaz, M. (2008), "Wine origin and 
organic elaboration, differentiating strategies in traditional producing countries", British 
Food Journal, Vol. 110, No. 2, pp. 174-188. 

Brugarolas, M., Martinez-Carrasco, L., Martinez-Poveda, A., and Rico, M. (2005), 
"Determination of the surplus that consumers are willing to pay for an organic wine", 
Spanish Journal of Agricultural Research, Vol. 3, No. 1, pp. 43-51. 

Carrillo-Hemosilla, J., del Rio, P., and Könnölä, T. (2010), "Diversity of eco-innovations: 
reflections from selected case studies", Journal of Cleaner Production, Vol. 18, pp. 1073-
1083.  

Cholette, S. and Venkat, K. (2009), "The energy and carbon intensity of wine distribution: A 
study of logistical options for delivering wines to consumers", Journal of Cleaner 
Production, Vol. 17, pp. 1401-1413. 

Cordano, M., Marshall, R.S., and Silverman, M. (2010),  "How do small and medium enterprises 
go “green”? A study of environmental management programs in the U.S. wine industry", 
Journal of Business Ethics, Vol. 92, pp. 463-478. 

Delacroix, J. and Swaminathan, A. (1991), "Cosmetic, speculative, and adaptive organizational 
change in the wine industry: a longitudinal study", Administrative Science Quarterly, Vol. 
36, No. 4, pp. 631-662. 

Delmas, M.A. and Grant, L.E. (2008), "Eco-labeling strategies: the eco-premium puzzle in the 
wine industry",  AAWE working paper no. 13.  

Dillman, D.A., (1978), Mail and Telephone Surveys: The Total Design Method. Wiley, New 
York. 

Elsayed, K. (2006), " Re-examining the expected effect of available resources and firm size on 
firm environmental orientation: an empirical study of UK firms",  Journal of Business Ethics, 
Vol. 65, pp. 297–308. 

Forbes, S.L., Cohen, D.A., Cullen, R., Wratten, S.D., and Fountain, J. (2009), "Consumer 
attitudes regarding environmentally sustainable wine: an exploratory study of the New 
Zealand marketplace",  Journal of Cleaner Production, Vol. 17, pp. 1195-1199. 

Fotopoulos, C., Krystallis, A., and Ness, M. (2003), "Wine produced by organic grapes in 
Greece: using means-end chains analysis to reveal organic buyers’ purchasing motives in 
comparison to the non-buyers",  Food Quality and Preference, Vol. 14, No. 7, pp. 549-566. 

Fearne, A. (2009), "Sustainable value chain analysis: a case study of South Australian wine", 
Available at: http://www.pir.sa.gov.au/wine/value_chains. (Accessed 22 December 2010). 

Gabzdylova, B., Raffensperger, J.F., and Castka, P. (2009), "Sustainability in the New Zealand 
wine industry: drivers, stakeholders and practices", Journal of Cleaner Production, Vol. 17, 
pp. 992-998. 

  Page 13 of 18   

http://www.pir.sa.gov.au/wine/value_chains


6th AWBR International Conference │ Bordeaux Management School │ 9-10 June 2011 

 
Gilinsky, A., Santini, C., Lazzerretti, L., & Eyler, R. (2008), "Desperately seeking serendipity: 

exploring the impact of country location on innovation in the wine industry", International 
Journal of Wine Business Research, Vol. 20, No. 4, pp. 302-320. 

Guthey, G.T. and Whiteman, G. (2009), "Social and ecological transitions: winemaking in 
California", E:CO, Vol. 11, No. 3, pp. 37-48. 

Hair, J. F., Anderson, R. E., Tatham, R. L., & Black, W. C. (1998), Multivariate Data Analysis 
(Fifth ed.). Upper Saddle River, NJ: Prentice Hall. 

Harrison, J.H., Bosse, D.A., and Phillips, R. (2010), "Managing for stakeholders, stakeholder 
utility functions, and competitive advantage", Strategic Management Journal, Vol. 31, 
pp. 58-74. 

Hertsgaard, M. (2010), "Grapes of wrath", Mother Jones, July/August, pp. 37-39. 
Hoffman, M.B. (2010), "Keeping the wineglass full: Sustaining winegrape grower legacy in 

Lodi, California", Available at: 
http://environmentalpolicy.ucdavis.edu/files/cepb/Hoffman_2011-
Keeping_the_wineglass_full.pdf. (Accessed 8 January 2011).  

Hughey, K.F.D., Tait, S.V., O'Connell, M.J. (2005), "Qualitative evaluation of three 
environmental management systems' in the New Zealand wine industry", Journal of Cleaner 
Production, Vol. 13, No. 12, pp. 1175-1187. 

Jordan, R., Zidda, P., and Lockshin, L. (2007), "Beyond the Australian wine industry’s success. 
Does environment matter?", International Journal of Wine Business Research, Vol. 19, No. 
1, pp. 14-32. 

Kolk, A. (2000), Economics of Environmental Management, Financial Times/Prentice Hall, 
Harlow.  

Lubell, M., Hillis, V, and Hoffman, M. (2010), "The Perceived Benefits and Costs of 
Sustainability Practices in California Viticulture", Available at: 
http://environmentalpolicy.ucdavis.edu/files/cepb/Sustainable%20Viticulture%20Practices%
20Final.pdf (accessed 8 January 2011). 

Manktelow, D., Renton, T., and Gurnsey, S. (2002), Technical developments in Sustainable 
Winegrowing New Zealand. Proceedings of the Romeo Bragato 8th annual conference in 
Christchurch. 

Marshall, R.S., Akoorie, M.E.M., Hamann, R., and Sinha, P. (2010), "Environmental practices in 
the wine industry: an empirical application of the theory of reasoned action and stakeholder 
theory in the United States and New Zealand", Journal of World Business, Vol. 45, pp. 405-
414. 

Marshall, R.S., Cordano, M., and Silverman, M. (2005), "Exploring Individual and Institutional 
Drivers of Proactive Environmentalism in the US Wine Industry", Business Strategy and the 
Environment. Vol. 14, No. 2, pp. 92-109. 

Matzler, K., Bailom, F., Anschober, M. and Richardson, S. (2010), "Sustaining corporate 
success: What drives the top performers?", Journal of Business Strategy, Vol. 35, No. 5, pp. 
4-13. 

Melnyk, S.A., Sroufe, R.P., and Calantone, R. (2003), "Assessing the impact of environmental 
management systems on corporate and environmental performance", Journal of Operations 
Management, Vol. 21, pp. 329–351. 

Nguyen, D.K. and Slater, S.F. (2010), "Hitting the sustainability sweet spot: having it all", 
Journal of Business Strategy, Vol. 31, No. 3, pp. 5-11. 

  Page 14 of 18   

http://environmentalpolicy.ucdavis.edu/files/cepb/Hoffman_2011-Keeping_the_wineglass_full.pdf
http://environmentalpolicy.ucdavis.edu/files/cepb/Hoffman_2011-Keeping_the_wineglass_full.pdf
http://environmentalpolicy.ucdavis.edu/files/cepb/Sustainable%20Viticulture%20Practices%20Final.pdf
http://environmentalpolicy.ucdavis.edu/files/cepb/Sustainable%20Viticulture%20Practices%20Final.pdf


6th AWBR International Conference │ Bordeaux Management School │ 9-10 June 2011 

 
Nowak, L., Newton, S., and Gilinsky, A. (2010), "Millennials’ perceptions to environmentally 

responsible winery practices: An exploratory study", Proceedings of 5th International 
Conference of Wine Business Research, Auckland, New Zealand, 8-10 February 2010. 

Nunnally, J.C., and Bernstein, I.H. (1994), Psychometric theory (3rd ed.) McGraw-Hill, New 
York.  

Orsato, R.J. (2006), "Competitive environmental strategies: when does it PAY to be GREEN?", 
California Management Review, Vol. 48, No. 2, pp. 127–143. 

Orth, U.R., McGarry Wolf, M., and Dodd, T.H. (2005), "Dimensions of wine region equity and 
their impact on consumer preferences", The Journal of Product and Brand Management, Vol 
14, No. 2/3, pp. 88-97. 

Porter, M. (1980), Competitive Strategy: Techniques for analyzing industries and competitors. 
Free Press, New York. 

Porter, M.E. (1985), Competitive advantage: Creating and sustaining superior performance, 
Free Press, New York. 

Porter, M.E. (1991), America’s greening strategy. Scientific American, Vol. 264, No. 4, p. 168. 
Porter, M.E. and Van der Linde, C. (1995), "Green and competitive: ending the stalemate", 

Harvard Business Review, Vol. 72, No. 3/5, September-October. 
Reinhardt, F. (1998), "Environmental product differentiation: implications for corporate 

strategy", California Management Review, Vol. 40, No. 4 (Summer), pp. 43-47 
Remaud, H., Mueller, S., Chvyl, P., and Lockshin, L. (2008), "Do Australian wine consumers 

value organic wine?", Proceedings of 4th International Conference of the Academy of Wine 
Business Research, Siena, 17-19 July 2008. 

Sharma, S. and Aragon-Correa, J.A. eds. (2005), Corporate Environmental Strategy and 
Comparative Advantage: New Perspectives in Research on Corporate Sustainability Series, 
Edward Elgar, Cheltenham. 

Silverman, M., Marshall, R.S., and Cordano, M. (2005), "The greening of the California wine 
industry: implications for regulators and industry associations", Journal of Wine Research, 
Vol. 16, No. 2, pp. 151-169. 

Sroufe, R. (2000), Environmental Management Systems: implications for operations 
management and firm performance. Ph.D. Dissertation. Michigan State University, East 
Lansing, Michigan. 

Steinthal, D. and Hinman, J. (2007), "The perfect storm, revisited", Wine Business Monthly, 
December, pp. 88-93. 

Stoeberl, P.A., Parker, G.E., and Joo, S.J. (1998), "Relationship between organizational change 
and failure in the wine industry: an event history analysis", Journal of Management Studies, 
Vol. 35, No. 4, pp. 537-556. 

Stonebridge Research, (2008), The Economic Impact of Napa County’s Wine and Grapes. 
Available at: 
http://www.stonebridgeresearch.com/napa_valley_vintners_releases_economic_impact_napa
_county%E2%80%99s_wine_and_grapes (Accessed January 8, 2010). 

Sulloway, F.J. (2010, July 16) Born to Rebel, KQED-FM “Morning Forum.” 
Swaminathan, A. (1995), "The proliferation of specialist organizations in the American wine 

industry, 1941-1990", Administrative Science Quarterly, Vol. 40, No. 4, pp. 653-681. 
Taplin, I. (2006), "Competitive pressures and strategic repositioning in the Napa wine industry", 

International Journal of Wine Marketing, Vol. 18, No. 1, pp. 61-71. 

  Page 15 of 18   

http://www.stonebridgeresearch.com/napa_valley_vintners_releases_economic_impact_napa_county%E2%80%99s_wine_and_grapes
http://www.stonebridgeresearch.com/napa_valley_vintners_releases_economic_impact_napa_county%E2%80%99s_wine_and_grapes


6th AWBR International Conference │ Bordeaux Management School │ 9-10 June 2011 

 
Thomas, R., Greenspan, M., Beckstoffer, D., and Thach, L. (2004), “The business of viticulture”, 

in L. Thach and T. Matz (eds.), Wine a Global Business, Miranda Press, Elmsford, NY, pp. 
28-44. 

Waddock, S.A. and Graves, S.B. (1997), "The corporate social performance–financial 
performance link", Strategic Management Journal, Vol. 18, No. 4, pp. 303-319.  

Waddock, S.A., Bodwell, C. and Graves, S.B. (2002), "Responsibility: the new business 
imperative," Academy of Management Executive, Vol. 16, No. 2, pp. 132-148. 

Walton, S.V, Handfield, R.B., and Melnyk, S.A. (1998)," The Green Supply Chain: Integrating 
Suppliers into Environmental Management Processes", International Journal of Purchasing 
and Materials Management, Spring, pp. 2-11. 

Warner, K.D. (2007), "The quality of sustainability: Agro ecological partnerships and the 
geographic branding of California wine grapes", Journal of Rural Studies, Vol. 23, pp. 142-
155. 

Wood, D.J. (1991), "Corporate social performance revisited", Academy of Management Review, 
Vol. 16, No. 4, pp. 691 - 718.  

York J.G. and Venkataraman, S. (2010), "The entrepreneur-environment nexus: uncertainty, 
innovation, and allocation", Journal of Business Venturing, Vol. 25, No. 5, pp. 449-463. 

Zucca, G., Smith, D.E., and Mitry, D.J. (2009), "Sustainable viticulture and winery practices in 
California: What is it, and do customers care?", International Journal of Wine Research, Vol. 
2, pp. 189-194. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  Page 16 of 18   



6th AWBR International Conference │ Bordeaux Management School │ 9-10 June 2011 

 
Appendix. Abridged Survey  
 
1) Please tell us about your business – growth rate in your company’s case sales over the past five years.

 >20%  10% - 20% 5% - 10% 1% - 5% Zero or negative 
 

2) Please tell us about your business – growth rate in your company’s profits over the past five years.
 >20%  10% - 20% 5% - 10% 1% - 5% Zero or negative 
 

3) Which of the following statements best defines how your organization defines sustainability? (Please 
rate on a scale of 1 to 5, where 1 is “No impact” and 5 is “Major impact”) 

Sustainability refers to climate change issues 
Sustainability refers to other environmental issues 
Sustainability refers to corporate social responsibility issues 
Sustainability refers to maintaining the viability of our business 
Sustainability incorporates climate change, environmental, social, and economic issues 
Sustainability refers to meeting the needs of the current generation without compromising 
the ability of future generations to meet their needs 
Sustainability refers to addressing issues from a long-term perspective 
Other 

 
4) Has your organization developed a clear business case or proven “value proposition” for addressing 

sustainability? (Please select one) 
Yes 
No 
Unsure 
Have tried but too difficult to develop and continue 

 
5) Please tell us about your business – commitment to sustainability. (Please select one) 

No interest in adopting sustainable practices 
Never adopted sustainable practices but might be interested 
Planning to adopt sustainable practices but not ready yet 
Recently adopted sustainable practices 

 
6) Please rate the potential impact of the following sustainability practices on your organization:  (Please 

rate on a scale of 1-5, where 1 is “Not important,” 3 is “Important,” and 5 is “Extremely important.”) 
Stronger brand and greater pricing power 
Employee recruitment, morale, retention 
Greater operational efficiency 
More efficient use of resources 
Supply chain optimization 
Lower costs and taxes 
Ability to justify and charge a price premium for our products 
Improved customer loyalty 
More potential sources of revenue 
Enhanced ability to enter new markets (e.g. exports) 
Lower financial and operating risk  
Lower legal and regulatory risk  
Lower cost of capital 
Greater access to capital, financing and insurance 
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