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Abstract. For a long time mainstream economics has neglected the non-economic side
related to economic growth. Yet, today there is increasing awareness of the role that social
capital can play in spurring Local Economic Development especially in underdeveloped,
remote, or lagging contexts. Microwineries represent a good example of SMEs, being
small realities serving the local markets and spaces that strengthen local communities. The
European Mediterranean regions have commonly been connected with these sectors. This
study aims at pushing the body of knowledge in the development of microwineries in the
lagging-behind contexts of Southern Europe, particularly in Southern Italy. To support
the discussion, the present study will adopt a deductive approach, by analysing the San
Diego wine cluster taken as a case study, since its wine market recently boomed. Find-
ings will highlight the microwineries symbiosis with the territory itself. Useful lessons will
be drawn for encouraging policymakers in undertaking actions towards strengthening the
potential of microwineries and building networks among them.
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INTRODUCTION

Microwineries can be defined referring to the official classification pro-
vided by the European Commission [12]. This framework can be used to
define Small and Medium Enterprises (SMEs), identifying micro, small and
medium-sized enterprises with two main indicators, namely the number
of employees and total assets. Microwineries are those firms that count less
than 9 employees and produce less than 2 million euros in total assets.

They are considered as a new specialized organizational form that is pro-
liferating recently in the wine market and is smaller in size than the farm
winery, in that they tend to produce about 2,000 cases per year compared to
the 40,000 cases of farm wineries [52].

Being categorized as small and medium enterprises (SMEs), microwiner-
ies are of a crucial importance as they are responsible for a country’s wealth,
and they furnish employment, as emphasized in various reports and academ-
ic papers [15].
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Several studies have analysed the multifaceted the-
matic related to wine in various areas: some have deep-
ened the topic of resilience between micro and small
wineries, investigating approaches for helping businesses
to be more resilient [24,29,10]. Under a different perspec-
tive, other studies have analysed the innovative marketing
behaviour of small and medium wine enterprises in Italy
[8] and the influence of size on winery performances [47].
Some scholars have provided a study of the internation-
alisation procedures related to the wine industry in south-
ern Italy [43,38]; other studies highlight the “tourism and
marketing characteristics of family-owned wineries” [21].

Similarly to microwineries, microbreweries, consid-
ered as small businesses specialised on the production of
distinctive styles of beer through their own process [2],
are growing in numbers in recent years. Some studies
have focused on the role that craft breweries play for the
innovation processes [11].

A few studies have had the objective of analysing
and perceiving microwineries as pockets of specialisa-
tion and innovation, places in which creating and shar-
ing knowledge accumulated through a millennial-long
process of improvement of the product and resilience of
the whole wine-related business.

In particular, scholars explored the innovation pat-
tern of micro and small operators in the wine industry,
by means of the theory of innovation [10].

This study is grounded on the following hypothesis:

H1: Microwineries have a strong linkage with the
territory and the society itself, and thanks to them inno-
vation can be spurred to the agricultural sector.

This study aims at pushing the body of knowledge
in the development of microwineries in Southern Italy
and, more in general, in Southern Europe and Mediter-
ranean countries, with the goal to regenerate the exist-
ent wineries and transform them in actual places of
knowledge sharing, where innovation can be applied to
the agricultural sector. Microwineries can be seen also
as places where tourists have the possibility to live a real
experience, in contact with the real local culture of the
place they visit.

The present study can also be seen as a source of
ideas and information that could be useful to family-
owned businesses, micro and small-size wine-related
firms, that compose about the 99 per cent of all firms in
the European Union [13].

INNOVATION

For a long time, mainstream economics has neglect-
ed the non-economic side related to economic growth.
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Yet, today, there is increasing awareness of the role that
social capital can play in spurring the local economic
development especially in underdeveloped, remote, or
lagging contexts. The social capital encompasses differ-
ent aspects, such as the network of relationships, allow-
ing knowledge exchange and spurring innovation.

While before innovation was considered as a pro-
cess of creative destruction [46], or a function or activity
among entrepreneurs [53], more recently, innovation has
been understood as the driving force of long-term com-
petitiveness, growth, and employment [9]. It has been
found a positive relation between employment and inno-
vation in relation to small manufacturing firms [38].

Therefore, it is a process that takes to a result that is
by definition new, in the sense that it is a thing or a way
of making a thing that was not there [22].

Thus, today the main goal and input of most of the
organizations and companies is to build interactions,
strengthening the social capital as both an input and
an output of the development process [47] and as a key
component of social innovation [22].

Microwineries, being small realities serving espe-
cially the local market, represent a good way for study-
ing craft-based economic activities of small and medi-
um-size. It is thanks to them that the social capital
thrives, since crafts and SMEs are entrusted with the
long-term development of the local economy and are
embedded into local societies. This is in line with the
fact that the majority of Italian wineries are family-
owned and family-operated businesses [20].

Microwineries can help to foster the networks of
relationships and the sharing of knowledge between peo-
ple, consequently thriving social capital and boosting
innovation, which can act as engines of the Local Eco-
nomic Development.

Under this point of view, the concept of microwin-
eries can be associated to the one of Rural Innovation
Centres, whereas “Rural innovation is defined as the
introduction of something new (a novel change) to eco-
nomic or social life in rural areas, which adds new eco-
nomic or social value to rural life” [33].

Thus, this perspective can let us consider microwi-
neries as co-working spaces as well, defined as member-
ship-based workplaces where freelancers, remote work-
ers, and other autonomous professionals work together
in a shared, common setting [50].

Around the world several co-working spaces that
are also craft breweries are sprouting [51]. Cobrew, a
local community for people with a common vision about
sharing, collaborating and creating, in Australia, is
depicted as a local co-working spacecraft where people
from all innovative disciplines have at their disposal the
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tools and the facility to cultivate and brew project and
ideas about their own craft. Galvanize, in Fort Collins,
Colorado is a place where entrepreneurs from Fort Col-
lins collaborate in the heart of this historic city. This city
was classified in 2013 as the second most entrepreneurial
city in America by Catherine Clifford [7].

The Workbar, in Cambridge, MA, is another exam-
ple of working space that provides free tastings, events,
and recommendations for beer aficionados. Apart from
this aspect, there is also the fact that this is a place
where people go to work on shared projects in an attrac-
tive working environment, which in turn increases the
workers’ productivity.

Overall, it emerges that microwineries can consti-
tute the pockets of entrepreneurship and sustainability
where to innervate innovation in rural areas.

This can be carried out through different funding
projects in Europe: the policy framework of the Smart
Specialisation Strategies [18] can help creating new com-
petitive advantages for enhancing the economic growth.

Another example of policies for rural innovation and
growth of firms is “Innogrow”, a funding project that is
constituted by 9 partners from 8 different countries, bring-
ing together managing bodies and regional entities shap-
ing local and national policies, to share knowledge and best
practices, and how to better implement policies that pro-
mote the adoption of innovation and spurring the growth
of small businesses linked to the rural economy [28].

RuralGrowth is another project with the aim of
improving the policies related to small rural enterprises
linked to the industry of hospitality. To carry out this,
the project supports the adoption of sustainable and
technologically advanced solutions as a way of fostering
SMEs competitiveness and can serve as a push for the
sustainable development in the rural regions [29].

SCOPE OF WORK

The present study aims at pushing the body of
knowledge in the development of microwineries in
Southern Italy and, more in general, in Southern Europe
and Mediterranean countries, which rank among the
first global places in terms of production of wine.

At the same time, recent economic indicators have
shown that Mediterranean regions, including the South-
ern Italian and Greek areas, Cyprus, Malta, Southern
Spain, Portugal, represent the poorest European areas
and have lower GDP levels, if compared with the other
European regions.

In Europe, urban regions can be classified as eco-
nomic hubs that provide relatively high levels of wealth

creation, while several social and economic problems are
enduring in rural areas [16].

If we have a look at Italy, there is a unique situation,
like a dramatic economic division between Northern
regions and Southern ones, the so-called “Mezzogiorno”,
that has economic and social characteristics very similar
to the ones of other Mediterranean countries [4].

Looking at the economic indicators of Centre-
Northern Italian regions, they have a GDP per capita of
€31,124, comparable with Germany, where the GDP per
capita is €31,703. Vice versa, the “Mezzogiorno” richness
levels are closer to poorer countries like Greece. As an
example, Southern Italy has a GDP per capita of €18,000,
while Greece showed a GDP per capita of €18,500 [6].

Other particular striking facts are referring to the
post economic crisis period 2009-2013, in which the
“Mezzogiorno” lost 39,500 firms; almost 10,000 of them
were belonging to the manufacturing sector. A similar
situation has been observed in other Mediterranean are-
as, and still most of Mediterranean areas have not fully
recovered from the period of recession experienced after
the economic crisis [6].

The Southern part of Italy has been one of the
more affected by the economic crisis, which lasted
about 7 years and has widened the gap between North
and South. The South, in fact, has grown at a rate of
13% between 2000 and 2013, registering a more struc-
tured desertification process of the economic system.
Its stagnant economy contrasts with the ones of the
other EU disadvantaged regions, with a GDP per cap-
ita downward of about a 80% compared to a decade
ago [37].

Another serious problem to be faced in different
Mediterranean areas is the demographic decline. This
can be appreciated from the study done by the German
Institute BBSR where it has been observed a negative
demographic trend in Mediterranean areas like South-
ern Italy, Greece, Portugal, and part of Spain. Some of
these areas showed an average annual population fall of
2 percent or more. From recent reports emerged that the
area of Southern Italy Apennines faced a demographic
decline from 2001 to 2011 [1].

The phenomenon of population decline can be
explained by several factors, including the economic
crisis of the last years, which caused a reduction of job
opportunities, especially for younger people.

A factor that influences the demography is the crude
birth rate that was 10 births per 1,000 inhabitants or
lower across southern Italy, with a similar trend with
Eastern Europe (Bulgaria, Croatia, Hungary, Poland and
Romania), Southern Europe (Greece, Spain, Malta and
Portugal).
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Mediterranean regions like Southern Italy have one
of the lowest fertility rates among European NUTS 3
regions [14].

Another problem linked to Mediterranean cities is
the lack of environmental awareness and environmental
sustainability of Mediterranean areas. This problem can
be traced also in Southern Italian regions as it has been
indicated in a report published by Legambiente, which
is an Italian environmentalist association. This report
is called “Ecosistema urbano”, translation of urban eco-
system, and it depicts the situation of Italian cities by
studying the performances by means of indicators and
numbers coming from analysis inside cities, like public
transportation, mobility, air pollution, waste manage-
ment, energy and others. In particular, most of the cities
classified at the bottom of the ranking published in the
report are Southern cities. More in depth, in the whole
Italy there are 104 provinces, and fourteen southern
Italian provinces in 2017 ranked among the last twenty
positions of this report [32].

OPPORTUNITIES IN SOUTHERN EUROPE LINKED TO
MICROWINERIES

Mediterranean areas, which are the target of this
study, have been widely connected with wine produc-
tion. Nevertheless, only lately, as regions come to tackle
the effects of global rural reorganisation, wine and oeno-
logical tourism have been used for local development
and economic regeneration strategies.

The production of wine in Mediterranean countries
constitutes an important asset for the economy. Italy
is the first country in the world for production of wine
and other Mediterranean countries present significant
levels of wine production as well. France and Spain, for
instance, are respectively the second and third produc-
er of wine in the world [55]. In Italy the sector is char-
acterised by an important fragmentation and a strong
dichotomy, with more than half of the firms growing
less than 3ha of grapes and with only 4% owning over
30ha. Therefore, on the one hand, the sector accounts
a large number of small businesses, often being family-
owned and managed and for self or local consumption,
and, on the other hand, businesses of a medium and big
size with significant levels of professionalism [47].

Local and self-consumption against high levels of
vertical integration in the production process. This leads
to an improved connection between micro wine players,
which could potentially increase their added value.

As highlighted above in the section dedicated to
innovation, in view of the positive link between employ-
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ment and innovation when it comes to micro sized
manufacturing firms, this could also have a triple down
effect on the employment numbers of large amount of
young people attracted by the triggered innovation of
this appealing sector. Demographically, it can be deduct-
ed that the above explained phenomenon of population
decline in the Southern regions of Europe could be also
narrowed.

The sector includes wine making and growing of
grapes, but also wine-related tourism. In this regard,
several studies have deepened the concept of wine tour-
ism and its development in the last years. The concept of
Themed Touring Routes (TTRs) refers to paths and road
segments that connect proximate tourism attractions
intended as nodal points of a network, under a principal
topic or product. Many studies have characterised the
concept of TTR [56] and analysed the role of wineries
and vineyards collaborating to magnetise tourists and
sponsor their products [52].

Microwineries can, indeed, become places where
tourists can live a real experience, being in contact with
the real local culture of the place they visit. This same
concept could be applied to the Calabrian context, where
wineries could contribute to the ecotourism and serve as
a trigger for the Economic Development of Calabria [5].

As examined by several studies, TTRs, in turn, have
positive effects on local economic development, particu-
larly in rural areas [3].

METHODOLOGY

As stated in the introduction, microwineries can be
considered as local clusters constituting pockets of spe-
cialisation where it is possible to innervate innovation.
Since innovation and specialisation are the two param-
eters of competitiveness, this process helps to develop
new competitive advantages for the territory, helpful to
enhance the economic growth. As stated by Foray [19],
regions need to “specialize themselves”, developing strate-
gic visions, locating investments where regional strengths
indicate opportunities to move up in the international
value chains. The strategy takes the activities with more
potential out of the territory, through a vertical logic
transforming them into domains of specialization for a
certain length of time and bringing them into the broader
Regional Innovation Strategy, that is more horizontal [47].

For supporting the discussion, the research design
will be based on the case study [57]; this descriptive and
exploratory approach has been implemented in order to
adopt a grade of detailed analysis to define the relevance
of themes treated in the present study.
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RATIONALE FOR RESEARCH APPROACH

Research approaches explain the factors on which
the researchers can frame the steps of gathering data
and examine different literatures from different school
of thoughts. There are two main approaches of research
in this sense, specifically the inductive approaches and
deductive approaches. In the circumstance of inductive
approach, the researcher relies on the process of data
collection for setting up a new theory that can eventu-
ally lead them to construct the structure required to
build up concepts and theories that may emerge from
the research.

On one side there is the deductive approach, which
leads a researcher to adopt initiatives for studying differ-
ent concepts and literatures in the beginning [31]. This
aids in originating ideas and then attempts to defend
them with the help of data collection. From another
point of view this suggests that if the practise of data
collection follows the procedure of literature review then
it can be said that it has adopted a deductive approach.
The present study has followed the deductive approach.

The rationale adopted for the present study has been
constructed by means of deductive approach then; this
study has been able to classify the different theories that
exist regarding the concept of innovation management
in the microwineries sector.

The wine cluster of San Diego, California, become
an important case study for understanding key charac-
teristics and implications of a sector that is growing in
parallel and complementarily with innovation spaces.
According to the San Diego County Vintners Asso-
ciation [45], there are currently about “142 active and
planned wineries in San Diego County. Local wineries
are located throughout the region, and satellite tasting
rooms reach many of the urban and coastal communi-
ties that dot the San Diego landscape.” These include
an abundance of microwineries that are occupying the
innovation spaces in the city centre.

The next section will deepen meanings, implications
and evidence of this phenomenon.

RESULTS

The San Diego wine cluster has been deepened as a
case study, since its wine market recently boomed, chal-
lenging the historic worldwide producers and constitut-
ing an important slice of the local market.

As a matter of fact, in the recent years, California
has emerged as one of the major players in the global
wine industry [40], so that about 90% of wine from the
United States is produced in this State [55].

San Diego County’s wine industry grows

More wine grapes are being produced in the region

Acres harvested Tons produced Production value

2016 [ 930 I 2 515 $3,005,000
2017 [N 1 210 I 2 723 $3,854,455
2oic N 1642 N :284 54591032

Figure 1. San Diego County Vintners Association [45].

Looking at the sectors composing its market, while
the agricultural branch decreased by 9% between 2007
and 2012 and manufacturing jobs went down as well by
4% between 1998- 2016, the wine market of the county
of San Diego is now among the leading sectors of the
local economy [54], registering $30.4 million regional
economic impact in 2016.

Moreover, from 2010 to 2017 the “total acres of wine
grapes harvested” have grown by 111% [45] and, accord-
ing to Professor Porter there has been a +53% in terms
of job creation between 1998 and 2015, a growth of
+68% in terms of establishments (1998-2015) and a +8%
increase in wages (2001-2015) [54].

In 2017, 116 are the “artisan and family-owned win-
eries and vineyards” that have been registered throughout
the County [45]. In 2018, wineries generated $41.59 mil-
lion in gross sales, which is about 57% more compared to
2017 and about 72% increase from 2016 sales [45].

Moreover, according to the scholar Showley, about
45% of 2016 rented office space went to coworking spaces
[49] that include microbreweries and microwineries.

Overall, this growing phenomenon gives the pic-
ture of an environment that is socially and economically
growing thanks to the links of the microbreweries and
microwineries with the local innovation ecosystem in
general, and with the other spaces of innovation located
in the area. Microwineries can work as innovation spaces
and are places where the two aspects of getting work done
and experiencing a work/life balance merge together.

Figure 2 shows the co-working spaces and other
innovation spaces present in the San Diego urban con-
text as of 2018, it is possible to appreciate the high den-
sity of such spaces of innovation and knowledge sharing:

The Rural Innovation Centre (RIC) is an example
of an existing place of knowledge sharing located in an
urban context, and it was funded by the University and
the Frank Parkinson Trust. This centre entails many
activities such as teaching, mentoring and functions as
a hub for events, with laboratory research workshop,
a machinery workshop, a demonstration hall and has
extensive external training capacity [44].

An existing example like the one of RIC can sug-
gest how a knowledge and innovation centre in an urban
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of microwineries in southern Italy and Mediterranean
areas. The process hypothesised could be seen as a shift
in the way the industry works: a modernisation of the
microwineries industry framework could in turn gen-
erate different spill-over effects that could change and
improve the classical framework of the industry, as
explained in previous studies. This can be displayed in
the following infographics in figures 3 and 4:

Traditional Wine Industry Framework
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Figure 2. Map of San Diego Innovation centres (Authors™ elabora-
tion).

Table 1. Economic Dynamics of San Diego Wineries [45].
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Figure 3. The Framework of Wine Value Chain [24].

In the following the proposed new Framework for
microwineries conceived as Knowledge and Innovation
Spaces and links with other actors of the innovation
ecosystem:

New firms

Technological parks

Acquisition by large firms

Economic
Impact Type Employment Wages Impact Sales
Direct Effect 611.7 $27,384,200 $32,356,633 $41,059,126 { J
- University
Indirect Effect 149.55 $6,777,197 $10,520,649 $17,768,378 SR
Induced Effect 167.47 $8,379,492 $15,738,777 $25,331,462 |:I [ D
Total Effect 928.72 $42,540,889 558,616,060 $84,158,966

Microwinery as Knowledge
and Innovation Space

Collaboration w/industry

New firms

Other Innovation
spaces in the area

Academic
start-ups

Licensing
Univ.patents

area with the support of anchor institutions (an academ-
ic institution and a charity) can have a key role in spur-
ring individuals’ capabilities and pushing local com-
munities towards an entrepreneurial spirit for attaining
business development, personal success and the growth
of an entire community.

Moreover, it has the potential to create a direct,
indirect and induced effect on the creation of new jobs
in the region, as evidenced in Table 1:

DISCUSSION

The case studies provided emphasised an exam-
ple that can give the guidelines for defining a new role

Patenting and Licensing
Interface btw.University
and Industry

Statal Offices, Technology Transfer Ofices (TTO)

Figure 4. Framework of Knowledge Transfer and effect on an areas
level of innovation (Authors’ elaboration, adapted from Olcay &
Bulu [36]).

The effects of microwineries as innovation cen-
tres and co-working spaces could be many. One of
them could be in the transformation of the rural areas
in more knowledge-based areas, based on the theory of
knowledge-based rural development, known as KBUD
[58]. Microwineries could serve as Knowledge and Inno-
vation spaces, where holding events, sharing knowledge
on the industry and entrepreneurship, and places where
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transmitting to younger generation the passion and the
secrets of crafting wines.

We can appreciate the differences between the two
frameworks compared in fig.3-4, where in the former
we have a classical approach, aimed at the consumption
of the wine to the final consumer; in the latter we have
a completely revolutionised approach, where the final
aim is not the mere consumption of the produce, but the
knowledge sharing and the connected spill-over effects
such as the creation of new firms and improved connec-
tions with anchor institutions such as the university, the
enlargement of the entrepreneurial community of the
area, and the major collaboration with public stakeholder
as state offices and technological transfer offices (TTOs).

In the present study the development approach is
applied to rural areas, therefore it assumes the terms of
knowledge-based rural development (KBRD), with the
aim of spurring the economy of small villages and urban
areas of European rural peripheral regions, seeking
prosperity, environmental sustainability, and more social
cohesion, as some of the results of the action of microw-
ineries as rural innovation centres.

CONCLUSIONS, LIMITATIONS AND FUTURE
RESEARCH

Findings from the research highlighted the microwi-
neries symbiosis with the territory and the society itself,
therefore meeting the hypothesis (H1) formulated by
the researchers. Microwineries are able to strengthen
the urban-rural link, revitalizing rural realities that are
commonly considered out of the touristic channels as
well. Indeed, they can offer to tourists’ unique experi-
ences in contact with local cultures, proposing tours,
courses and workshops. Thus, positive relations between
them and the broad regional innovation strategy emerge
as well, showing the snowball effect on the levels of
social capital and Local Economic Development in lag-
ging contexts. Useful lessons are drawn for encourag-
ing policy makers and planners in undertaking actions
towards strengthening the potential of microwineries
and building a network of relations among them.

Finally, comparative, benchmarking studies,
addressing the lessons learned from the incorporation of
new innovation centres inside microwineries also imply
considerations regarding policy framing in the southern
Europe and in Mediterranean areas. Addressing the les-
sons learned would also be of significance in generating
greater understanding of the issues in this area [42].

Therefore, this paper advocates a significant change
in the way that microwineries in lagging-behind con-

texts, like the ones of Southern Europe, are managed.

Since microwineries can act as co-working spaces,
strengthening local communities, it is necessary to con-
sider them as spots of knowledge-sharing.

Thus, in essence, they can be considered as pock-
ets of specialization where to innervate innovation by
means of the Smart Specialization Strategies, creating
new competitive advantages for enhancing the economic
growth in lagging behind contexts.

The ideas drawn from the paper try to push towards
a regeneration of the existing realities, creating spots of
knowledge-sharing where also tourists can live experi-
ences in contact with local cultures. This matter encom-
passes sustainable tourism development, innovation, and
wider domains of social and economic policy, which are
hypothesized in the present work. The approach is to
recognize the importance of innovation, and advocating
towards a cultural shift that would lead to the regenera-
tion of existing structures and small businesses, but also
to the evolution of social innovation within policy and
planning. These issues can be considered only if a holis-
tic approach will be embraced, which comprehends the
inter-dependencies of urban planning with other politi-
cal, social, economic and cultural issues. These, in turn,
can be perceived as key drivers for the creation of eco-
nomic stability and the spur of local innovation and
knowledge sharing, making the notion of achieving an
improved culture sharing and a realistic proposition for
improved local economic development, innovation, and
tourism reinforcement.

The research does come with its limitations. First,
conclusions generalise from the San Diego case study
and this should be done with caution. Second, primary
data referring to microwineries in Southern Italy, includ-
ing interviews and surveys should have been conducted
to support the results.

Future lines of research should address these limita-
tions, identifying a sample of microwineries in Southern
Italy and Mediterranean areas to include the variables
and evidence that are not considered in this study.
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