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Research Summary

The United States is the largest wine market in the world and California produces 65 percent of all wine
consumed domestically. The wine business in the state of California employs 325,000 workers in a $57.6
billion industry in annual state level economic activity. The last California wine area to be developed is
the 300-mile Sierra Foothill region. This established wine Appalachia has six sub-regions and
microclimates requiring multi-level approaches to the development of tourism and other impacts on their
respective areas. The results of this work will facilitate strategic growth amongst California’s
entrepreneurial wineries (especially in the ever-expanding Sierra Foothills region).

This research focuses on strategic group and organizational structure issues around entrepreneurship and
its impact on craft-based industries. Specifically, the study examines the local determinants of
entrepreneurship within the Sierra Foothill wine business. The examination of wineries will provide
insight into the entrepreneurial process of creating authenticity (which is essential) in the craft industry.
The study will also provide insight into the grouping of wineries for collective economic benefit.

The theoretical lens used to study entrepreneurial process will be entrepreneurial market-making®. The
market-making process has been intended for information brokerage firms or professional service firms
looking to gain a competitive advantage in industries with low-to-no barriers to entry, many industry
players, and with public access to resources. The mature agricultural wine industry resembles little of
these characteristics. However, the entrepreneurial behavior of wineries is similar to market-making
behavior as the wineries create authenticity for a competitive advantage. The current approach to the craft
markets of beer, wine, and distillates is to develop an authentic product for specific audiences. These
efforts of authenticity are co-created as a geographic strategic group of wineries in a particular area, as
well as individually created by the wineries within their group. For instance, the Willamette Valley in
Oregon is known for a particular varietal (pinot noir) and for its authentic production, even then the
wineries seek to differentiate by creating sub-regions within the Valley. Therefore, every winery in the
Willamette Valley creates an authentic value which is consistent within the greater group and their sub-
group while also differentiating within their groups. The winery groups are essentially industry structures
to develop ecosystems of economic support.

One of the unique aspects of studying the mature wine agriculture industry is the numerous organizational
structures. There are numerous economic incentives for wine businesses depending on if the winery is
structed as a family business, a profit-oriented business, or as a hobbyist business. Interestingly, all three
of these structures are competing in the same ecosystems but all have different industry support
mechanisms. So, the four research questions are: 1) how do wineries create authentic value in the absence
of consistent industry support mechanisms; 2) how do wineries create consistent rent producing
authenticity differentiation with competing structures for economic value; 3) how do groups organize for
structural support; and 4) what are the elements of the wine ecosystems providing regional growth?
Furthermore, the entrepreneurial market-making process identifies four areas of engineering transaction
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costs for the customer: 1) reducing search costs via contact-making; 2) communicating how the specific
need of the customer will be met; 3) presenting a non-negotiable offer to a small market; and 4) using
reputation to assure quality. The emphasis is on information costs to refocus the theory of the firm from
routine management and conventional assets or capabilities towards entrepreneurial market-making
activities.> The entrepreneurial market-making process will allow for the four areas to be operationalized
before data collection.

Data and Measures

The data will include primary and secondary data. Two forms of primary data will be collected: 1) semi-
structured interviews of regional and sub-region wine marketing associations’ executive directors and a
sample of winemaker/owners in each sub region of for-profit, family business, and hobbyist wineries; and
2) surveys of regional wineries, restaurants, and hoteliers. The third data collection will be secondary
data from regional economic data. The triangulation of data collection will provide validity and integrity
to the study.

The variables will be operationalized two performance dependent variables: 1) self-reporting winery
growth; and 2) secondary regional economic growth. The semi-structured interviews will provide the
depth of understanding to authenticity creation and regional industry support mechanisms. The
interviews will address the first research question and inform the regional survey. The explanatory
variables of the study at the regional group level will include: regional group marketing activities, local
group marketing activities, and regional/local public policy. The firm level explanatory variables will
include: storytelling messaging types, marketing efforts, current strategy type, future strategy type,
relative size of wine club membership, and winery events. The control variables will include: the
presence of large for-profit, family, and hobbyist wineries in the six sub-regions of the Sierra Foothills.

Budget and Timeline

The budget for this study will require travel and lodging to the six regions of the Sierra Foothills for
approximately $1,800. The study will use a student/contractual worker to gather secondary data for
approximately $600 and $18,000 for the salary and benefits for the primary investigator. This research
project will be outside the normal academic employment obligations and will take between twelve to
eighteen months since there is only a four-month window for winery participation (January, June, July,
August) in data collection process.

Deliverable

This research will contribute to theory and practice. The theoretical contribution will advance the
strategic group literature of entrepreneurial activity of firms with limited structural support. In addition,
the research will inform the emerging craft industries of how authentic creation develops consistent rents
within and between strategic groups. The practical contribution of this research will inform economic
development professionals of the regional and local mechanisms which can be successful tools in the
development of craft-based industries. The final product will be a high-quality and peer-reviewed quality
paper presented the NBER Productivity, Innovation, and Entrepreneurship (PIE) program, a quality peer-
reviewed journal publication, a nice presentation at academic conferences and information to be used in
the classroom.

2 Casson 2000, p.45
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