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Abstract 

 

Business model innovation has been subject of studies in the field of high tech contexts where 

R&D expenditures and innovation rates are considerably higher that other sectors. It comes 

natural to wonder if business model innovation brings any benefits also to a low-tech sector. 

This thesis aims to analyze the gap in the literature about business model innovation in low-

tech sectors of the economy, more precisely the Italian wine industry. In order to further 

understand the dynamics happening in this field, this research will focus on how business model 

innovation can create value in the Italian wine industry. The motivation for undertaking such a 

direction is because this particular sector occupies a significant percentage of the economy. 

Based on theories widely used for high tech industries, the research will develop a theoretical 

framework around business model innovation, uncertainty in start-ups and value creation, to 

investigate the main scope of the thesis. 

From the findings of the research conducted on the case company Tannico, it was possible to 

understand that BMI can be a source of value also in low tech industries such as the Italian wine 

industry. From the analysis and the data gathered, it has been established that value can be 

created for customers and for the firm it-self, though the same evidences could not be found for 

the suppliers of the business model. From the results, it is possible to understand that business 

model innovation can have an impact on value in Italian wine industry. Indeed, theories from 

high-tech environment can apply to this sector. Furthermore, internal and external capabilities 

of the firm still play an important role which cannot be overlooked. It was also found that 

learning plays an important role in the industries with low technology impact, in fact the market 

can only be understood with multiple channels of feedback from the stakeholders and learning 

techniques.  
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1. Introduction 

Innovation is one of the most important drivers for growth and success of the companies in the 

recent years (Christensen & Raynor 2003). It can be divided into three categories: product 

innovation, process innovation (Schilling 2013) and business model innovation (Amit & Zott 

2012).  

Business model innovation (BMI, henceforth) is defined as the rearrangement of the activities 

that the company uses to do business with its customers, partners and all the stakeholders 

involved (Amit & Zott 2012). 

Most of the theory about business model innovation revolves around high-tech sectors, such as 

computing, robotics or biotechnology; not much attention is given to innovation in low-tech 

sectors (Triguero et al. 2013). High-tech industries make extensive use of research-intensive 

and science-based innovation, these two methods are considered to be the key drivers for 

economic growth of the future. Given this scenario, low and medium industries are regarded 

with less prospects for growth and therefore limited opportunities for support (Hirsch-Kreinsen 

et al. 2006). Though, sectors with low impact of technology are to be considered very important 

for the economic scenario too: industries that are considered to be low-tech employ  55% of the 

manufacturing sector and they account for the majority of the production value of the 

manufacturing sector (Hirsch-Kreinsen 2008). 

An example of low-tech sector is the food industry. There are many reasons for this statement. 

First, innovation in the food industry does not usually make use of scientific inputs as 

innovation in the sector tends to be more incremental than radical (Minarelli et al. 2015). This 

is probably due to the consumers’ inertia and adversity toward new food (Capitanio et al. 2010). 

Second, the food industry is mostly characterized by small and medium-sized enterprises, the 

size of the companies prevents them to have the available funds to pursue research and 

development activity that can boost innovation (Minarelli et al. 2015). 

So far, many authors have focused their research on product and process innovation in the food 

business. In the food industry, in most of the cases the innovation starts from the needs of the 

customers as well as from the higher quality standards imposed by technology (Triguero et al. 

2013). Organizational features such as human capital can also assume an important role in the 

innovation of new products: people in the company and the skills they can add to the company 
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are indeed important for the development of product and process innovation (Capitanio et al. 

2010).   

In their analysis, Minarelle, Raggi e Viaggi found that a very small batch of companies in the 

food and beverage industry make use of business model innovation. The few players who were 

able to perform such innovation found horizontal collaboration to be the main significant driver. 

The data showed how the companies who were capable to establish BMI with a supplier or a 

competitor also reported more results from the new BM. On the other hand, most of the firms 

who undertook the path by them-selves were not capable of introducing the innovation in the 

market, the split was mainly due to the size of the companies as bigger firms were more 

successful (Minarelli et al. 2015). 

 

Wine is one of the most traditional and oldest drinks of the world, the bases of the sector are 

very traditional in countries such as Italy, France, Spain and Portugal (Giuliani 2007). Many 

producers have inherited the wineries from their parents and they are still relying on the same 

sale channels used by the previous generations (Mediobanca 2017; Braganti 2017).  

Within the food and beverage sector, the wine sector has been witnessing a change of its 

characteristics in the recent years. First, there has been a drastic increase in consumption of 

wine with a recognizable brand at the expense of bulk brands. The Italian wine industry alone 

in the fiscal year 2015 recorded sales for €12,9 billions market of whom €5,1 billion in export, 

those are expected to grow on a “double-digit” percentage for 2016 (further information about 

the industry at paragraph 5.1) (Mediobanca 2017) The second recorded change is the continuous 

internationalization of the wine market; producers from new countries arose, imposing new 

challenges to the older producers in Italy and France.  

These challenges imposed by the market resulted in a boost of innovation (Corrado & Odorici 

2009).  

The wine market is evolving and the research revolves mostly around product and process 

innovation (Venier et al. 2011). Many researchers have analyzed the industry using an empirical 

approach, others, to a much smaller extent, theoretically (Doloreux & Lord-Tarte 2014). A 

feature of the wine industry is its knowledge-intensiveness (Giuliani 2007). Its technological 

development is related to vineyards capabilities and knowledge in botany and to business and 

managerial knowledge related to sales (Doloreux & Lord-Tarte 2014). Therefore, wine 

production is complex and it needs the in depth scientific studies on soil, botany and 
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fermentation, for this reason many firms in the industry are adopting a scientific approach to 

production. Given the importance of science in the innovation process, the industry players 

need to come together and complimentary their knowledge to better foster innovation 

(Doloreux & Lord-Tarte 2014). 

 

 However, to fully innovate the industry companies also need managerial and business skills to 

increase the wine sales, therefore BMI could be an important source to grasp new opportunities.  

Successful firms in the wine industry are the ones that are capable to invest in innovation ability, 

which does not only lie in R&D spending but also in human skills and knowledge capable to 

produce product and process innovation (Giuliani et al. 2011). In regard on how digitalization 

influences the industry, from a research conducted by FleishmanHillard, it appears that from a 

batch of thirty-two wine firms only three have an e-commerce website where customers can 

directly purchase their products (Fleishmanhillard 2017). 

All these things considered, in the wine industry innovation is mainly represented by 

incremental changes which regard the back-end of the production (Tosi 2017). Examples could 

be machinery for the treatment of the grapes, innovation in the bottles or the corks. Though, 

novelty can also be created in regard the business model (Tosi 2017), considering that the Italian 

wine industry is fairly mature (Venier et al. 2011), business model innovation has higher 

chances to be introduced, since products are customized and produced at a lower cost (Massa 

& Tucci 2013). 

 

In this regard, the aim of this analysis is to investigate innovation in a low-tech sector such as 

the Italian wine industry and understand to what extent BMI, which has been fairly understudied 

in this field, might contribute to add value to it.   

 

1.1 Problem statement 
 

Research conducted on innovation in the wine sector and the analysis made on product or 

process innovation in the food and beverage industry fail to expand the theory around business 

model innovation. Therefore, to further understand as well as increase the knowledge on 

business model innovation in the Italian wine industry this thesis will seek answers the 

following research question: 
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How can business model innovation create value added in the Italian wine sector? 

 

To exploit the research question this thesis will draw on theories and a specific case study of a 

company named Tannico. This firm recently introduced a business model innovation in the 

Italian wine sector, by innovating the tradition wine sale approach. The aim of this dissertation 

will be to investigate the innovation in the wine sector through the lens of this company, which 

was the first in Italy to introduce innovation in a traditional field such as the wine selling and 

currently represents a valuable example of BMI in the Italian wine sector.  

With the purpose of having a more precise scope for this dissertation two sub-questions have 

been developed.  

Sub-question 1: 

How does the business model innovation introduced by Tannico differ from the current business 

model in the traditional Italian wine sector? 

By answering this sub-question we will better comprehend the business model innovation 

proposed by Tannico, how it differs from the current business model, how its activities are 

organized and how it creates value. The base theory layer for the discussion will be the theories 

presented by Massa and Tucci regarding business model design and Amit and Zott theories on 

value creation. 

Sub-question 2: 

Which issues did Tannico encounter during the development of the BMI? How did they 

approach them? 

The second sub-question will be used to address the issues that a company could face when 

trying to deploy an innovative business model in the Italian wine industry. Hence, the answer 

of this sub-question will allow to understand which are the issues that Tannico has encountered 

in deploying the BMI in an uncertain scenario peculiar of a start-up. Furthermore, this sub-

question is important for the analysis because it investigates the learning process behind the 

problem solving techniques that the company put in place. 
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1. Case presentation 

This section of the thesis is going to present the case study, Tannico, which will be used to 

analyze the research question (RQ) as well as the two sub-questions. As a starting point, it will 

go through the history of the company and how it developed through-out the years; hereafter, 

it will explain how the company operates. 

 

2.1 Tannico 
 

Tannico was founded in 2012 by two entrepreneurs with the idea of creating the “biggest wine-

shop for every wine enthusiast around the globe, with a catalog full of Italian excellent wines” 

(Tannico.it 2017). Marco Magnocavallo is the CEO and co-founder of the company, he is a 

serial entrepreneur who has founded four other companies and invested in many others 

(Linkedin.com 2017). Riccardo Zilli is the second co-founder and he is also the digital 

marketing director of the firm, previously he oversaw product for Tannico, managing the 

company’s growth. He also has founded another company called Fliz (Linkedin.com 2017). 

When they started, there were not many online wine shops, the ones available were created 

because of the owner’s passion and mainly they were just an online display of the physical shop 

(Ruggeri 2016). Many people were used to buy wine in the those shops. Compared to, simple 

items, i.e. a t-shirt; wine selling needs the seller to be know the several peculiarities of the wine 

(Braganti 2017) and the buyer needs to be provided with many detailed information on the 

product. In this regard, at that time online websites were lacking technical information on the 

wine product and furthermore, existing start-ups or companies operating in this sector online 

were lacking profound sector knowledge, capital and marketing investments. This analysis was 

the starting point of the new venture, now known as Tannico (Ruggeri 2016). In 2016 the overall 

revenue of the online wine sale was €35 million, Tannico’s share was about €6 million. In 

numbers the start-up is 20.000 customers, 2.000 square meters of storage, 7.500 wine label from 

1.400 producers all over Italy (Ruggeri 2016). 

 

2.2 Operations 
 

Tannico started off as a hybrid of two types of e-commerce, flash sales with a countdown timer 

and always available catalogue sales. Now it is composed by 80% of the second type. On the 
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side of its main focus, the traditional e-commerce, Tannico has two other online offerings, 

“Sommelier one2one” and database service for the wine producers. The first is a feature based 

on an artificial intelligence algorithm which unifies the peculiarities of the bottle of wine bought 

and visited in order to provide to the end-customer suggestions on future purchases. The second 

service is dedicated to the business to business market. It grants access to the data gathered 

from its 40.000 customers to producers, furnishing them insights on market dynamics and 

customer profiles (Magnocavallo 2017; Employee 1 2017; Ruggeri 2016). 

The firm operates in the wine Italian sector, at the end of 2016 it received funding to expand its 

affairs the United Kingdom and it has started to export in countries such as France, Switzerland, 

Germany and Scandinavia (Ruggeri 2016). 

2. Theoretical Landscape 

In this section, the paper will analyze the theoretical structure that it will be used as a base for 

interview process and the case study analysis. Considering the background theory of innovation 

in the wine industry given in paragraph 1, this section will present theories that will serve as a 

tool to better examine the research question and the two sub-questions. In figure 1 it is possible 

to graphically see which theories will undertake each question.  

 

 

Figure 1, Theoretical framework  

How can business model innovation create competitive advantage in the 
Italian wine sector by digitalizing the retail sale approach?

Which issues did Tannico encounter 
during the development of the BMI? 

How did they overcome them? 

4I Framework (Frankenberger, 
Weiblen, Csik and Gassmann)

Uncertainty of start-up 
(Sommer & Loch)

(Sommer et al.)

How does the business model innovation 
introduced by Tannico differ from the current 
business model in the traditional Italian wine 

sector?

Business Model Design 
(Massa & Tucci; Bogers 

& Jensen 2017)

Digitalization in retail 
(Hagberg, Sundstrom, 

Egels-Zandén)

Value Creation

(Amit & Zott 
2012)
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3.1 Business Model Innovation 

 

Amit and Zott defined a company’s business model (BM) as “as a system of interconnected 

and interdependent activities that determines the way the company ‘does business’ with its 

customers, partners and vendors.” (Amit & Zott 2012). Other authors gave different definitions 

more based on value creation. In fact, BM could be defined on how the company creates value 

and it is capable to capture some of this value as profit (Bashir & Verma 2017). The business 

model is therefore a set of activities and resources, which are put together in a way that gives 

the ability to the company to build, at a certain cost, and sell, at a certain price, a product or 

distribute a service. As we can understand from these different definitions, BM can be flexible 

to interpretation (Massa & Tucci 2013). For the analysis, the definition that will be taken as 

reference is the one provided by Amit and Zott, because it encompasses the dynamicity and the 

importance of the elements that constitute the BM with the end goal of selling a product or a 

service. 

Taking a more specific point of view, business models can be a source of innovation too, and 

sometimes they can be a source of disruption (Massa & Tucci 2013). Business model innovation 

is a complete transformation on how a company does business; its design constitutes one of the 

most strategic choices that the entrepreneur needs to take, since this will shape how the 

company will reach out its suppliers, customer and institutions (Zott & Amit 2017). 

 

Massa and Tucci theorized a framework to conglomerate all the tool supporting business model 

innovation and they can be classified into a seven layers scheme, figure 2, from abstract to 

reality.  
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Figure 2, Seven layers describing tools for BMI. [Source: (Massa & Tucci 2013)] 

 

The very first layer at the top of the pyramid is narrative, at this level the BM is just a verbal 

description on how he firm works and what it does. Narratives are useful because they put down 

the bases of the BM and they also help the entrepreneur to persuade the skeptical audiences on 

the viability of his idea. They also help because they create a sense of legitimacy around the 

company, an example could be when a new venture associate its BM with the BM of a 

successful firm (Massa & Tucci 2013). The second layer are archetypes, which can be described 

as “an ideal example of a type, in this case a business model”. Archetypes are usually presented 

with a label, an example could be the freemium model which is characterized by the fact that 

the product is given out for free with commercials and it is possible to upgrade to have an ad-

free experience. Their description is often used as ‘role-model’ for other BMs. Graphical 

frameworks are the conceptualization and formalization of paper of the essential parts of the 

BM. The most notorious example is the ‘Business Model Canvas’ (BMC) by Osterwalder and 

Pigneur. The BMC helps the entrepreneur to represent the elements of the business model under 
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inspection and it also helps to the potential effect of interconnections on the value creation 

(Massa & Tucci 2013). The BMC can help the discussion and facilitate the exploration of 

potential innovation that can bring more value creation to the company (Joyce & Paquin 2016). 

As thought by Osterwalder and Pigneur, the BMC is composed by nine interconnected blocks, 

as shown in figure 3. The purpose of the canvas is to give to the its users the full visibility of 

the business model they want to establish. 

 

 
Figure 3, Business Model Canvas. [Source: (Osterwaler & Pigneur 2010)] 

 

The entrepreneur also has the ability to flexibly change some of the parts of the BM if a 

combination of the activities and resources do not work with the thought revenue model, with 

the full picture given by the canvas, then he can make the changes and try the new combination. 

This operation can be performed any number of times until the BM is proven viable (Osterwaler 

& Pigneur 2010).  

Another graphical framework that was developed to help entrepreneur in the making of a new 

BM is composed by four interdependent elements: customer value proposition, key resources, 

profit formula and key processes. The framework gives a brief representation on how the BM 

creates value for the entrepreneur as well as its customers (Massa & Tucci 2013). 



   

15 

Business Model Innovation in Traditional Industries 

 

Massa and Tucci affirm that archetypes and frameworks have some limitations because they do 

not fully take into consideration the dynamicity of the environment where the BM should 

operate. Going one step lower towards reality in the pyramid proposed shown in figure 2, there 

are meta-models (Massa & Tucci 2013). Casadeus-Masanell and Ricart have developed a 

framework where they integrated strategy and business model. They sustain that strategy is 

closely tied to the BM, in fact the second is the realization of the first. Though, whenever 

something in the environment happens, which can create contingencies, a misalignment 

between the two could occur. Strategy is the plan that the company puts in place as how the 

BM should be reconfigured when a new variable gets thrown into the equation. “Every 

organization has a business model, but not every organization has a strategy for contingencies 

that may arise” (Casadesus-Masanell & Ricart 2010).  

Finally, at the lowest point of the pyramid there are activity systems. These systems consider 

BMs as interconnected arrangements, with the focal firm in the middle. The activities 

performed by the main company are viewed as the engagement of some of the parties involved 

in the system, which can be human or capital resources, all working towards the same objective. 

Managers and entrepreneurs are able to construct activity systems around a theme, i.e. cost 

efficiency, lock-in, novelty, complementarities, etc. If the chosen them is lock-in, the BM tries 

to keep customers tied up onto the value proposition, the system will work with this objective. 

Massa and Tucci (2013) theorized that business model innovation can help companies to fill an 

empty gap in the market in three different ways: 

1. They support the development of a new value proposition that fills unsatisfied needs of 

existing customers. 

2. They help steal customers from other value propositions. 

3. Finally, they support the entrance in entirely new markets. 

As shown in figure 4, from a timeline position, business model innovation is better to be 

introduced in a mature market where the products are most likely customized and at a lower 

cost. In these phases BMI can better fight against commodities, in a way that product and 

process innovation do not have impact. It can create new value propositions for customers as 

well as lower the industry costs even more (Massa & Tucci 2013). 
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Figure 4, Business Model Innovation timeline. [Source: (Massa & Tucci 2013)] 

Massa and Tucci state that BMI can be divided into two sub-groups, business model design, 

which can be attributed to new ventures, and business model reconfiguration, which refers to 

already existing companies. The outcome of these two processes is usually BMI, though the 

two types of innovation have substantial differences between each other. The design of a new 

business model performed by start-ups can face issues as technological uncertainty, lack of 

legitimacy and lack of resources, all these possible problems can obstacle the viability and 

validation of the BM. On the opposite side, BM reconfiguration can also encounter some issues 

in its development: path dependency, organizational inertia, modes of organizational learning 

and path dependency (Massa & Tucci 2013). 

 

3.1.1 Business model Design 

 

Business model design is associated with entrepreneurial activity and it is considered a process 

involving the design of the content, structure and governance of transactions that the firm will 

use within its network of partners, suppliers and customers. The process of designing a new 

BM is correlated with uncertainty, mainly because the entrepreneur cannot foresee the 

customer’s needs as well as the future conditions of the market. With the rise of uncertainty, 

the start-up will also see an increase in computational complexity which is correlated with the 

number of variables and activities that need to be organized and put together. Dynamic 

complexity will also rise because of the non-linear correlation between activities and choices. 

Both these two elements contribute to build uncertainty around business model design, even if 

the entrepreneur was able to predict future trends the level of doubt would only be reduced and 

not completely canceled (Massa & Tucci 2013). 
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Business model design cannot be fully prepared and tested ex-ante, the entrepreneur has to go 

through a significant amount of learning and experimentation in order to understand which 

solutions work better in the market. Business model usually take place in a process of discovery 

and prototyping, if the first attempt is rejected by the market then the entrepreneur needs to be 

able to shift to a plan B. Being able to change plans denote the ability to investigate numerous 

‘what if’ questions. When a viable solution is found, the BM will provide enormous returns 

(Massa & Tucci 2013). 

At the beginning of their deployment, novel BMs attract customers from niches in the market 

place applying prices that are consider unattractive by big incumbent firms. Since the new 

venture do not attract interest from big firm yet, they are able to experiment, use novel resources 

and find new way to disrupt the businesses (Massa & Tucci 2013). 

Souza et al. (2015) built his framework tying to give some basic rules to design a viable business 

model and try to work around the shortcomings of the process. Design principles are rules that 

the entrepreneur should take into consideration while designing its BM. There are four 

principles to keep in mind: 

• Enable each stakeholder involved to capture value from the BM. 

• Be coherent throughout the whole BM, if the entrepreneur decides to tackle a low 

segment of the market, then the pricing and the cost structure has to be modified 

accordingly. 

• The value proposition needs to be clear and its superior value well presented to the 

customers. 

• Finally, it should include relevant feedback from the customers back to its designers. 

The author (Souza et al. 2007) also mentions configuration techniques, actions that the designer 

can take to make its BM viable. The most important action is deconstruction and reconstruction 

of the BM. The structure and the connections that tie the different aspects of the BM should be 

changed and adapted in order to make a viable model for the market. One way to bring the 

restructuring to life is the use the latest technology which can enable the entrepreneur to reach 

new limits. The second action that can be taken into consideration is to eliminate the waste. 

Inspired by the lean manufacturing, the purpose of this action is to eliminate every aspect that 

does not create any significant value, this could lead to remove some stakeholders from the 

BM, or simply to redefine the work of others inside the company by giving them a job that 
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creates more value-added or minimize the loss. Literature also offers evaluation criteria that 

can be used to judge the BM: 

• Viability in term of value, if the stakeholders involved are profit oriented then all the 

entities and people who have interests in the firm need to capture some of the value that 

the BM creates. 

• Technological viability, the core technology that the BM is built upon needs to work 

properly. 

• The assumption and business rules that are taken into consideration to design the BM 

must be evaluated in their validity, completeness and coherence. Validity is assessed 

by how realistic the assumptions are, the entrepreneur has to take an external look to 

judge. Evaluating for completeness is about making sure that the entrepreneur has 

considered all the assumptions that can have a major impact on the BM if they are 

missed. Finally, checking for coherence is done by determine whether the base 

assumptions are consistently applied. 

Since BMs are an iterative process, its designer need to keep changing and adapting by listening 

and evaluating every feedback (Souza et al. 2015). 

 

 

Figure 5, Business Model Innovation components. [Source: (Bogers & Jensen 2017)] 

Figure 5 illustrates the components of the business model for the gastronomic sector, this can 

be used also for the wine sector in fact they both share profound connections to local and 
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regional aspects. The framework proposed by Boger and Jensen (2017) is composed by five 

sections: 

• Customer value proposition, which represents the product or service offered to the end 

customers. 

• Market segment defines the target of people that the company is aiming to sell its value 

proposition. 

• Revenue model, this element constitutes the price setting of the company. 

• Growth model represents the mean that the company uses to reach and maintain the 

profitability of the company. 

• Capabilities, they can be divided into two branches, internal and external. Internal 

capabilities make reference to the resources and the activities conducted by the company 

and external capabilities are partners and value chain actors which are related to the 

firm. 

Changes on how to perform the activities related to these five components will result in business 

model innovation (Bogers & Jensen 2017). 

 

3.1.2 Business Model Reconfiguration 

 

To achieve higher performances, big established firms also try to mutate their business model 

and innovate their way of doing business. Dominant logic trap can be an issue in big firms, it 

prevents managers to consider opportunities and filter information that come from outside their 

zone (Massa & Tucci 2013). Furthermore, literature suggest that there are also two other type 

of barriers that prevent big firm from innovating their BMs: 

1. Conflict between existing and new assets, this type of barrier is created whenever the 

investment in a new type of technology, IP, etc. is in direct conflict with an investment 

already owned by the company. The difficulty of the reconfiguration keeps the firm 

from changing. 

2. The second barrier is cognitive. It inhibits manager from considering the value of 

opportunities, technologies and ideas which are outside of their current BM 

(Chesbrough 2010). 

Chesbrough proposes three tools to overcome these barriers. The first is to construct a map of 

the underlying BM, i.e. the business model canvas (Osterwalder & Pigneur 2010), so that it 
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would be possible to use it as a source of experimentation for new solutions. The second tool is 

giving to some person the authority and the power to experiment new solutions. The third tool 

is to experiment. In this case experimentation is defined as the process of learning through a 

number of failures that will lead eventually to a viable BM (Chesbrough 2010). 

To achieve BM innovation companies need to create a process for it, they have to become more 

agile (Doz & Kosonen 2010). Doz and Konosen theorized that to be more agile companies need 

to possess three capabilities: strategic sensitivity, leadership unity and resource flexibility. The 

first capability refers to gaining insights, perspective and generality, understanding the need for 

a BM renewal. Leadership unity examines how the company should explore assumptions, being 

transparent in its purpose and align its interests, the firm should also start to build 

interdependencies defining the conditions that will lead to success. Finally resources fluidity 

refers to the company acquiring flexibility, build ‘plug-and-play’ business models, eventually 

being also able to import a BM from an acquired venture (Doz & Kosonen 2010). 

 

3.2 The 4I-Framework of Business Model Innovation 
 

Using Massa and Tucci definition the paper now analyses a meta-model created to advise 

people about the process of business model innovation. 

Frankenberger, Weiblen, Csik and Gassmann theorized a model, 4I-framework, with the 

purpose to describe the different stages that a manager or entrepreneur could undertake to 

innovate a business model. The authors discovered that the business model innovation process 

is composed by four steps:  

1. Initiation 

2. Ideation 

3. Integration 

4. Implementation 

For each identified step the three researchers also discovered the challenges that the company 

could be facing in these processes. 

 

3.2.1 Initiation Phase 

 

The initiation phase revolves around the understanding and monitoring of the ecosystem where 

the company is going to business in the environment comprises customers, suppliers, partners, 
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governments and institutions. Within this phase there are mainly two challenges: understanding 

the needs of the stakeholders involved and identification of change drivers. As for the first 

problem, the changes in needs of the people who have an interest in the firm have the biggest 

impact in creating the opportunity for a business model innovation, therefore the entrepreneur 

must carefully monitor their changes. In their research, the authors found out that many CTOs 

marked as a starting point for their innovation the company’s suppliers, customers, 

governments, etc. The second challenge that characterizes this phase is identification of change 

drivers, these changes can be the trigger for innovation. One of the main events that created a 

big step ahead with the past is digitalization, driven by technology (Frankenberger et al. 2013). 

Especially governments can be a very powerful source of innovation, if they create a new 

regulations or new laws, these can disrupt the entire market creating new opportunities (Salter 

& Martin 2001). These regulatory changes can also introduce unexpected competition in the 

market (Frankenberger et al. 2013). 

 

3.2.2 Ideation Phase 

 

The ideation phase is characterized by the generation of a new idea for a BM. Since the 

framework is a process, this step is the transformation of the opportunities found in the initiation 

phase into solid ideas. The first challenge recognized is that the team has difficulties in 

overcome the current business model and embrace the new one. The people who maybe worked 

in the sector for many years are locked in the “industry laws”, it then becomes very difficult to 

think out-of-the-box. Being able to defeat this challenge is the most important first step in the 

ideation phase, if this milestone is not achieved it will be very difficult to proceed with the 

business model innovation (Frankenberger et al. 2013). The company should be able to reach a 

high level of organizational ambidexterity, which is the ability to take care the day-to-day 

business as well as the change happening in the industry or in the company. Organizational 

evolution can take time in order to happen, though it is important to balance the change inside 

an organization otherwise too many adjustments can lead to organizational chaos. On the 

opposite side, no changes at all can result into organizational inertia. A good balance of 

ambidexterity can lead to more challenging ideas (Raisch & Birkinshaw 2008). The second 

dispute in this phase is that managers and entrepreneurs only think about new products 

whenever they want to solve a problem, business model innovation is rarely considered even if 

sometimes can be largely more powerful. The last challenge to face in this phase is that there 
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are not any tools to develop a new business model; concretize an idea it is “easier” from a 

product dimension (Frankenberger et al. 2013), open innovation is a clear example on how the 

company takes advantage of customers to gather new product ideas (Chesbrough 2003).  

 

3.2.3 Integration Phase 

 

The ideas developed in the ideation phase need to be transformed into viable BMs, here starts 

the integration phase. The BM can be seen in a four dimensions prospective: who, what, why 

and how; the answers to the first two question are the customer base and the value proposition 

usually answered in the ideation phase, the why, the revenue model, and the how, the value 

chain architecture, are developed mainly in this phase. The authors found two challenges within 

this phase. The first question that companies needs to face is the difficulties of integrating all 

pieces of the BM; since organization are made of different people it becomes very hard to 

change someone’s job. The second challenge is the alignment of the new business model with 

the BM of the partners involved. Trying to coordinate BMs becomes eventually a series of 

complex agreements. The partner activity described in this phase differs from the initiation, 

because in the first step the focus is on finding the needs of the partners and how they can be 

involved in to-be-developed BM; in this third phase the scope is more concrete, the company 

needs to establish agreements with others firms so that it can become operative. During the 

whole third phase the company should seek out feedback from its customers so that it can adjust 

accordingly (Frankenberger et al. 2013). 

 

3.2.4 Implementation Phase 

 

The last step of the 4Is framework is the implementation phase. Once the idea is found and the 

BM is designed and integrated the only part left is to implement it in the market. This part is 

typically very risky and involves a big investment in the firm. A big difference between product 

innovation and business model innovation is that products can be tested and beta-tested before 

their launch, on the other hand the efficiency and effectiveness of a business model innovation 

can only be analyzed once it is implemented. The challenge identified in this step is that 

overcoming internal resistance is the hardest issue to overcome. As discussed in the second 

phase ambidexterity can be an important factor that must be considered. In the implementation 

phase the organizational inertia can be an issue, people are reluctant to change their working 
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habits, they do not see the reasons behind the change. The last challenge proposed by the 

framework is to manage the implementation approach. A good way to mitigate this question is 

to use focus groups and questionnaire. Cautious strategies are often use to enter the market with 

the new BM, market experimentations are also useful. The biggest critical challenge from these 

four scenarios is to ensure to understand and elaborate the feedback received from the market; 

all the learnings should be used to fine-tuned and adjust the BM and its strategy (Frankenberger 

et al. 2013). As stated in the introduction paragraph there are two main solutions to mitigate the 

uncertainty and risk, selectionism and trial-and-error (Sommer & Loch 2004)(Frankenberger et 

al. 2013).  

 

The four phases can be organized in two subgroups: initiation, ideation and integration are 

unified under a meta-phase called “design”, during these three steps the business model creator 

focuses on the development of the content. The second meta-phase is “realization”, which is 

related to the implementation step, in this segment the focus is on the commercialization of the 

content developed in the previous subgroup. The framework realized by Frankenberg, Weiblen, 

Csik and Gassmann is not supposed to be e linear process. In fact, in between the four step there 

are three iterative loops. 

The first loop is the alignment between the constantly changing environment of the market and 

the idea generated for the BM; this is called the external fit and takes part between the initiation 

and ideation phases. The second loop is called internal-fit, and it ensures the coherence between 

the idea of the BM and the dimension of the BM it-self. The third loop is between the two meta-

phases, design and realization. The experience and feedback received in the second sub-group 

should influence the design of the BM. This third loop is important because it can assure that 

the BM successfully developed and implemented in the market. Manager and entrepreneurs 

should always go back to the previous phases and keep using the loops in order to have a chance 

to achieve their idea of business model innovation (Frankenberger et al. 2013). In figure 6 it is 

possible to see Frankenberger et al. (2013) representation of the model.  
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Figure 6, 4I Framework for Business Model innovation. [Source: (Frankenberger et al. 2013)] 

 

 

3.3 Digitalization of the retail industry and retail business model innovation 
 

Retailers are best described as conductors of platforms in which value is created and delivered 

to customers and, subsequently, appropriated by the retailer and its business partners. An 

important characteristics of retail business model innovation is whether its scope is the creation 

of value or the appropriation of value (Sorescu et al. 2011).  

“Digitalization: Integration of digital technologies into everyday life by the digitization of 

everything that can be digitized” (Businessdictionary.com 2014-10-22). For the purpose of this 

thesis, digitalization is considered the integration of digital technologies in the relationship 

between customers and retailers. 

The framework developed by Hagberg, Sundstrom, Egels-Zandén is based on four elements of 

consumption: exchanges, to describe the activity between the retailer and the consumers; 

settings, to describe where the situations of retailing occurs; actors, it embraces both retailers 

and consumers; offerings refers to the exchange of both products and services. These four 

elements will be used to describe the digitalization of retail (Hagberg et al. 2016).  
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Since the advent of the internet in the 90s the world has witnessed a big switch towards 

digitalization, many new companies arose and many retail chains established e-commerce sites, 

completely changing the exchanges between the party involved, customers and retailers 

(Verhoef et al. 2015). In recent years, the notion of multi-channel retailing has gradually shifted 

to a focus of omni-channels. Importantly, the concept of multi-channels implies a separation 

between channels, whereas the omni-channel concept is more focused on customers and on 

providing them with the ability to move between “channels” seamlessly during the purchasing 

process (Verhoef et al. 2015). Channels can be divided into three facets: communication, 

transaction, and distribution. Communication involves access to and the exchange of 

information. Transaction involves the transfer of ownership, including monetary transactions 

and the actual purchase. Distribution refers to the physical and tangible exchanges of products 

(Peterson et al. 1997). Communications have changed with the internet and the social networks. 

Customers can now see offerings using their smartphones and they can compare different prices 

and assortments. At the same time, it became easier for retailers to advertise their product and 

reach a larger customer base. Seller and buyer are now much closer (Hagberg et al. 2016). 

Transactions are massively effected by digitalization, i.e. e-commerce enables the ordering and 

payment process to be online. The payment it-self is also changing rapidly. There has been an 

increase in digital tools for online payments. In additional to traditional transactions with debit 

and credit cards, it is now possible to use technologies such as Near Field Communications 

(NFC) which allows to synchronize credit and debit cards with the smartphone and pay directly 

with it (Taylor 2016). The distribution of products is also affected by digitalization since e-

commerce combines both digital and physical characteristics (Hagberg et al. 2016).  

Digitalization brings an opportunity to connect retailers, customers and employees to a certain 

degree where it becomes difficult to identify the different roles. Many online businesses where 

able to make customers perform activities that were once carried out by retailers and vice-versa. 

To some extents customers can evolve into co-creators as well as co-producers (Sorescu et al. 

2011). Online businesses were also able to take advantage of the information given by the 

customers; they would create database with customer’s choices to better advertise their products 

(Hagberg et al. 2016). With the first advent of the internet many people predicted that many 

sectors were going to go through a period of “disintermediation” (Alba et al. 1997) where 

intermediaries would fade away giving the chance to producers to directly get in touch with 

customers. Though, with the exception of some industries, this scenario never happened. On 
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the contrary new actors entered the market as intermediaries, some of the existing players were 

able to transform them-selves providing new services or having a more digitalized market 

presence. Digitalization also brought more contractual power to consumers, given the 

decreasing asymmetry of information, the higher transparency and the higher ability of 

customers to group together (Hagberg et al. 2016).  

The digitalization of retailing influences also the settings where the transaction occurs. The 

traditional settings, i.e. fixed stores or consumers’ home, are now being replaced by new 

emerging settings which are prompt by technological innovation, such as mobile devices. All 

these changes lead to an alteration of context in terms of time and place. There are two main 

drivers in the changing of settings of retailing due to digitalization. The first reason is the 

increase of the number of mobile devices which makes easy to navigate and purchase online 

almost everywhere. It is now much easier to search for information, order products and make 

online purchases with a smartphone. The second driver is the emergence of multi or omni-

channels, retailers have introduced, in addition to fixed store and home delivery, a new kind of 

stores such as secure lockers, collection point, pick-up stations and delivery points. Customers 

can now order online and then pick up their products in the above-mentioned locations. The 

increase number of new locations have led to an intermixing of settings as well as a merging of 

digital and physical ambiance. Mobile-location apps are an example on how the merge of the 

digital and physical world can create a new setting where the transaction can take place 

(Hagberg et al. 2016). All these innovations can increase the value creation for the customers 

and augment the customer efficiency giving them a better shopping experience (Sorescu et al. 

2011). Digitalization also contributes to a possible extension of offerings. Complementarities 

are one source of value creation for e-businesses. These complementarities consist of possible 

bundling by extending the range of products and services offered and the opportunity to 

combine these “online” and “offline” (Amit & Zott 2001). Many retailers today offer different 

selections on their websites and fixed stores to provide a long-tail range of offerings online and 

a narrower range in the fixed store based on the most popular items that are typically kept in 

stock. The increase blurring between product and services create new challenges from the 

pricing point of view. Should the price be for a single component or a subscription? 

Digitalization creates several opportunities, such as customized pricing or dynamic pricing. It 

also enables retailers to customize offerings for the single individual (Hagberg et al. 2016). 

New forms of pricing can also help to increase the operational efficiency and effectiveness. 
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Retailers have realized that the first improvement can be achieved with a better organization of 

the inventory so that it can optimize the turnaround. “Name your own price”, introduced by 

Priceline.com a web-based travelling platform, lets customers input the price they should pay 

for a product, this helps to reduce unused products and it can significantly increase efficiency. 

Operational effectiveness usually has been realized with investments in marketing research and 

management of customers’ data. The information acquired by the analysis is then used to better 

understand the customers’ needs, to improve the inventory and the assortment management 

could be triggered by flexible pricing, which allows to create different prices for different 

segments of the market. Applying this pricing strategy can maximize the profits (Sorescu et al. 

2011). 

 

3.4 Uncertainty of start-ups 
 

The journey of a start-up is usually paved with difficulties and risks that the entrepreneur has 

to overcome in order to stay afloat and try to achieve his goals. “Unforeseeable uncertainty is 

defined as the inability to recognize and articulate relevant variables and their functional 

relationships” (Sommer & Loch 2004). 

Learning is a very important process that needs to be taken into consideration to understand 

how problems can be overcome to reach a certain objective.  

To respond to unforeseeable uncertainty the literature proposes two methods: trial and error 

learning and the selectionism. It is important for manager and entrepreneurs to understand 

which solution works better for their problems (Sommer et al. 2009). Trial and error learning 

(TEL) refers to keep looking for new information and adapt accordingly, the main characteristic 

of this solution is the flexibility that the company needs to have in order to keep changing 

(Sommer et al. 2009). Furthermore, TEL can be leveraged when the market conditions are 

unknown or dynamic, the members of the organization can retain actions that produce desired 

results and discard actions that do not (Sosna et al. 2010). However, TEL can produce direct 

costs for each of the tried solutions, it also causes delays in the outcome. On the other hand, 

selectionism is based on the action of creating a big variety of solutions and decide which one 

works better for the problem faced. Though, this solution carries the burden of future sunk costs 

that are generated by the solutions that will not be used (Sommer et al. 2009). 
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The answer for unforeseeable uncertain relies also on the complexity of the problem that has to 

be confronted. Complexity is composed by two dimensions: number of interactions among 

variables and system size.  

Sommer and Loch in their article created a model that analyzes complexity and in order to 

understand which method is more useful between selectionism and trial-and-error learning. In 

fact, from their analysis they concluded that trial-and-error learning is more effective if the 

related costs are not taken into consideration. In figure 7, it is possible to appreciate the results 

from the analysis. The first dimension of the matrix refers to test of selectionist trials, and it can 

have two different outcomes, imperfect and perfect. The other dimension of the matrix is 

characterized by the two types of dimensions of complexity, interactions of the variables and 

system size. 

 
Figure 7, Trial and error learning and selectionism. [Source: (Sommer & Loch 2004)] 

 

From the matrix, it is possible to appreciate how TEL is superior to selectionism in three out of 

four scenarios. The outcome of this framework is that manager or whoever is conducting the 

project should think about the approach to use right from the start. In particular, they have to 

ask them-selves four questions:  does the team have complete knowledge on what will bring 

the project to succeed? How costly is it to run multiple solutions at a time compared to adapt 

with flexibility to new solutions? How complex is the project? Is it possible to run perfect tests 

to understand the true performance of the project? Based on these answers the team can assess 

which type of approach can use in order to reduce the effects of uncertainty (Sommer & Loch 

2004). 

In another research made by Sommer, Loch and Dong, the authors also analyzed the uncertainty 

and complexity that a start-up has to face. In their article, they studied how much planning and 

risk management was needed to increase the company’s success. The results from their study 

were that if neither unforeseeable uncertainty and high complexity were not high then the new 
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venture has more probability to succeed if they make a detailed plan of action and risk 

management. On the other hand, if unforeseeable uncertainty and high complexity were high 

the new company should plan carefully but also try to identify all the unpredictable variables. 

The recommended technique to approach such variables is the trial and error learning (Sommer 

et al. 2009). 

 

3.5 Value creation 
 

Porter’s definition of value is “the amount buyers are willing to pay for what the firms offer” 

(Porter 1990). A smart design of a business model can increase the value for all the stakeholders 

involved with the company perpetrating the innovation (Zott & Amit 2017). Business model 

innovation is very important tool, yet it is very hard to achieve. Companies need to understand 

that they need to adopt an effective attitude towards experimentation if they want to achieve 

BMI, many model will fail but the data generated from failure can drive towards new 

opportunities (Chesbrough 2003). The definition of ‘value uncaptured’ was introduced to 

definied all the value that the firm inevitably wastes while it operate; some of it can be visibe, 

such as wastes and co-product, some other uncaptured value is invisible and it is represented 

by insufficient use of experitse or over capacity labor. Companies can map this value that is 

being captured and business model innovation enables them to re-capture it (Yang et al. 2017). 

Value can have four different forms : value absence is value that is needed but is not present, it 

can be seen as the activities that are needed but they have not been provided ; value missed is 

the value that is created by the entity but is not captured; value destroyed is the value that the 

company is currently sobtracting from its stakeholders ; finally value surplus is the value that 

is not required to but it exists, in can also be seen as unecessary value delivered to the 

stakeholders (Yang et al. 2017). 

Literature suggests four themes that can explain the higher value of business model design: 

complementarities, efficiency, novelty and lock-in. Complementarity refers to the synergies 

that can be created by the products or services offered. Efficiency is related to the decrease of 

transaction costs between the stakeholders who are involved in the new business model. 

Novelty describes the new ways of organizing the transactions between the stakeholder. Finally, 

lock-in indicates the creation of high switching costs, with the function of ‘trapping-in’ the 
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customer and prevent him to change offering. In their analysis found that only novelty and 

efficiency have an influence on the financial performance of the company (Amit & Zott 2012). 

Hussain et al. (2007) definition of competitive advantage sustains that when an industry is 

mature the players start gaining competitive advantage through economies of scale and 

negotiating power (Hussain et al. 2007). 

 

4.  Methodology 

In light of the theoretical framework presented above, this dissertation is going to try to give 

explanations on how a start-up operating in a conventional low-tech sector where innovation is 

mainly established around products and processes, such as the wine industry, could benefit from 

introducing a BMI. This research is conducted through a qualitative analysis of a case study, 

the start-up “Tannico”.  

This part of the paper is going to analyze the methods used to obtain our outcomes. The first 

step in this section is to analyze the philosophy on which the thesis is based, the ontological 

and epistemological assumptions. Second, it will analyze the choice of using the case study as 

a research method. Afterward, it will plan the research design as well as describing how the 

data were collected and how they will be analyzed. Finally, it will present and describe the 

parameters to assess the quality of research. 

 

4.1 Research philosophy  
 

“The term research philosophy refers to a system of beliefs and assumptions about the 

development of knowledge” (Saunders et al. 2009). The assumption on which this paper has its 

foundation can be of two types. Assumptions about human knowledge, how knowledge is 

constructed in this dissertation, epistemological; assumptions about the reality it can be 

encounter in the research process, ontological (Saunders et al. 2009). 

 

4.1.1 Epistemology and Ontology  

 

Researchers have agreed that there are two main epistemological philosophies for knowledge 

enquire: positivism and social constructionism. Positivism is the view that knowledge is gather 
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by external objective factors that can be generalized; social constructionism considers 

knowledge as something that it is determined and experienced by individuals (Burrell & 

Morgan 1979). The adaption of social constructionism epistemology is coherent with a research 

based on a case study (Easterby-Smith et al. 2015).  

 

Social researchers agree that there are four different ontologies: internal realism, relism, 

relativism and nominalism. The differences between those four is how facts and truths are 

viewed (Easterby-Smith et al., 2015). This dissertation uses a relativist ontological view, since 

truth is not universal and it could change depending on the point of view and the experience of 

the observer. 

 

4.2 Research method: why the case study? 
 

To analyze the research question this paper will use the case study method.  

Research made using case studies can be useful in the context where there are little studies 

about the topic (Benbasat et al. 1987). As explained in the introduction paragraph, this study is 

trying to fill a gap in the literature about business model innovation and value creation in the 

Italian wine sector. 

According to Yin (2014), there are three conditions that dictate what kind of method a 

researcher should use for the research: the form of the research question; the requirement of 

control of behavioral events; finally, whether the focus is on contemporary events or not. The 

specified question for this dissertation is posed as a how, it is meant to look for an explanatory 

answer of the phenome, question posed in such a way are more likely to be answered making 

use of a case study.  For the second and third condition, the case study should be used whenever 

the facts analyzed are contemporary events, but the relevant behaviors cannot be maneuvered. 

Case study research is useful because it can study information in their natural setting (Benbasat 

et al. 1987). The case study revolves around data based on primary documents, secondary 

documents, cultural and physical artifact and finally on interviews to people who were involved 

in the events (Yin 2014; Eisenhardt 1989). The paper is trying to understand what are the unique 

factors that made Tannico able to create value in the traditional Italian wine sector, through 

BMI. Direct observation was not considered for this study, since most of the information 

received by Tannico was produced in internal past meetings which were confidential to the 

company. Because of the antiquity of the facts, the case study will make use of interviews in 



   

32 

Business Model Innovation in Traditional Industries 

 

order to acquire different answers from different point of views. The people who were 

interviewed were chosen for specific reasons and also for the reliability of their answers. Since 

the data used will be collected by questioning people, it needs to be said that the answers as 

well as the actions and behaviors of the interviewees cannot be manipulated. The case study 

approach is valuable to understand processes where the research question is about why/how A 

leads to B (Sigglekow 2007), especially in this sector where we know little about the dynamics 

that rule ‘how BMI creates value in the Italian wine industry’.  

The case study research method is used because the researcher wants to understand a real-world 

situation assuming that the circumstances are important in the contextual conditions (Yin 2014). 

In the case of this paper the context where the company actively operates is key, the traditional 

wine industry. This context is very important for this analysis because of its characteristics and 

peculiarities (these elements will be further analyzed in the paragraph 5.1). Given the 

importance of the circumstance, the thesis is limiting the focus of this research in the 

geographical area of Italy, specifically in the wine sector. Furthermore, the case study is also 

adopted when the boundaries of context and phenomenon are not clearly specified (Yin 2014).  

For the reasons explained above, the case study seemed to be the best approach for this analysis. 

 

There are some concerns regarding the case study method that need to be addressed properly. 

The findings regarding the answer of the RQ cannot be generalized to the whole industry, the 

aim of the paper is to analyze why this single case was able to create value, not to set rules to 

succeed in the Italian wine industry. Furthermore, the goal to expand and generalize the theory 

regarding business model innovation in the Italian wine sector, not to extrapolate probabilities. 

A quantitative approach would have limited the possible explanations just to number of 

variables which can be retrieved from the public financial data. It could be argued that also 

internal financial analyses could have been used to elaborate explanations, though the access to 

these types of evidence was not granted by the case company given their sensitive nature. For 

these reasons, this study will have a qualitative approach. 

 

4.3 Research design 
 

Research design is defined as a plan that goes from the original research question to the its 

conclusion (Yin 2014). Design is how the research question and its objectives are 
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operationalized into a research project (Sauder et al. 2009). Research design has four 

components that are specifically important (Yin 2014):  

• Case study question 

• Unit of analysis 

• The logic linking the data to the proposition 

• The criteria to interpret the findings 

 

4.3.1 Case Study Question 

 

The research question was obtained by analyzing the gap that it was present in between two 

different topics: business model innovation and the Italian wine industry. Both the two elements 

mentioned have been individually studied in depth by many researchers, however, their 

combination opens a new gap for research. To narrow down even more the RQ it was added 

“create value”, which has been defined in the theoretical framework. As stated before the case 

study was the best option to describe the phenomenon.  

 

4.3.2 Unit of analysis 

 

The researchers should determine the unit of analysis of project, if the study will focus on 

individual, groups or an entire organization (Benbasat et al. 1987).  

As previously stated, the case study on which the research focused is the start-up “Tannico”. 

The start-up was chosen because it met many criteria for the needs of this study, research how 

can business model innovation create value in the Italian wine sector by digitalizing the retail 

sale approach. 

In fact, Tannico it-self is a start-up operating in the wine industry and they focus on the Italian 

market. As explained in the case presentation (paragraph 2.1), Tannico sells wine online 

distancing it-self from the retail commerce which was the normality in the Italian context.  

Although it was possible to also choose other companies establishing business model 

innovation in this industry, it was decided to proceed with Tannico given its position in the life 

of a company, at early stage. It was funded in 2012 and it has received funding from a venture 

capital specialized in early-stage investments, P101 (Crunchbase.com 2017). Even though its 

early age, they are capable of producing information about their business model and the 

resources employed. Furthermore, this analysis could have taken into consideration other start-
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ups operating in the Italian wine sector, though they would not respect the strict limitation 

imposed by the RQ, namely pure innovation of the business model. The selection of the case 

study should be related to the defined research question (Yin 2014). Xtrawine is an Italian 

company which also sells wine online, though the online sales are not its main focus, de facto 

their attention is on three levels of activity: wine sales, blog and wine club (Startupbusiness, 

2017). Therefore, the focus of the people who work there could have been on many different 

topics, creating confusion on the data that could have been gathered from them. 

 

4.3.3 Linking the data to the research question 

 

Yin (2014) describes how there are four different strategies that a researcher can undertake to 

analyze the collected data: relying on theoretical proposition, the researcher should rely on the 

theoretical orientation to guide its analysis; working the data from the “ground up”, meaning 

the data collet can suggest some useful concept, from where the analytic path starts; developing 

a case description, namely organize the data according to a descriptive framework;. Examining 

plausible rival explanations, namely define and test rival reasoning (Yin 2014). For this 

dissertation, the chosen analysis is to relying on the theoretical proposition. 

Furthermore, to help strengthen the internal validity of this study (Yin 2014), the analysis will 

look for patters in the data that can help to answer to the two sub-questions and finally to the 

RQ. 

 

4.3.4 Criteria to interpret the findings 

 

It is important to examine where the findings are similar to the existing theories and where they 

are in conflict. Analyzing critically why the empirical findings distance them-selves from the 

existing theory has two purposes: if they are ignored the internal validity and generalizability 

of the investigation is challenged; second, conflicts represent an opportunity, the results can be 

insights on both the emerging theories and the conflict one (Eisenhardt 1989). The findings of 

the research will be compared looking for patters that can satisfy the based theories, but also 

help to expand the knowledge. The attention will also be focused on spotting possible 

incongruences and addressing all the possible different interpretations. 
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4.4 Data collection 
 

To better understand the case study and gather information that can help in the analysis, 

interviews were made. Case studies usually gather information by combining different source 

of information, such as interviews or archives (Eisenhardt 1989). The goal is to gather a rich 

set of data surrounding the specific research, as well as capturing the contextual complexity 

(Benbasat et al. 1987).  

As primary data, interviews were conducted by reaching out five different sources who could 

provide different insights on the RQ. Two interviews were directed to Tannico’s employees, 

Marco Magnocavallo the CEO and co-founder and to Claudio Bonci business development 

manager. Furthermore, to have different points of view and account possible biased answers, 

three other interviews were made to people outside of the company. Michele Braganti, Italian 

wine producer since 1970s and currently the CEO and owner of “Azienda Agricola 

Monteraponi”, a firm which wine bottles won several international prizes. The last two 

interviews were conducted with two owners of two different wine shop. First one is Noseda, 

she did not agree to write her first name, who has been working 25 years for “Delizie di Bacco”, 

a wine shop founded by her family in the early 1980s which sells exclusively to private 

customers; and Gianpaolo Gariboldi owner of “Enoteca La Cantina” a wine shop founded by 

his family in 1955 and a wine-enthusiast with 30 years of experience in the sector, his wine 

who mainly sells to hotels and companies looking for gifts for employees. 

The respondents of the interviews were chosen because of their particular expertise and the 

information about the Italian wine industry that could provide to conduct this analysis.  

Tannico’s CEO and founder, Mr. Magnocavallo, was contacted because he could give an 

overview of the company and he could provide insights on the BMI from the beginning of the 

development to these days. On the other side, Mr. Bonci’s point of view was particularly 

important in proposing a different angle as well as highlights the upsides and downsides of the 

BMI from an operative standpoint. A third Tannico’s employee was interviewed, though he 

requested to remain anonymous in regard to his name and function, therefore for this 

dissertation he will be indicated as ‘Employee 1’. Mr. Braganti was interviewed because his 

company is at higher step in the value chain of the wine industry, therefore he could give better 

data from a wine producer standpoint. Finally, the wine shop owners were consulted because 

they could provide better insights on the wine sale, the digitalization of the industry the possible 

issues in developing the BM and also because Tannico is innovating on their business model. 
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The topics dealt in the interview process were derived from the two sub-questions of this 

dissertation. In figure 8, it is possible to see for each interviewee what topics of the sub-

questions were asked. 

 

Topic 
Mr. 

Magnocavallo 

Mr. 

Braganti 

Mr. 

Gariboldi 

Mrs. 

Noseda 

Mr. 

Bonci 

Employee 1 

Business 

Model 

Design 

✓ 

 

✓ 

 
✓ 

 

✓ 

 

 
✓ 

 

✓ 

 

Digitalization 

of retail 

✓ 

 

✓ 

 
✓ 

 

✓ 

  

✓ 

 

Value added 
✓ 

 

✓ 

 

✓ 

 
 

 
✓ 

 

✓ 

 

4I 

Framework 

✓ 

 

✓ 

 

 

 

✓ 

 

✓ 

 

 

Uncertainty 

of start-up 

✓ 

 
 

✓ 

 

✓ 

 

✓ 

 

 
 

Figure 8, Topics covered in the interview process 

 

The interviewers were inquired with the same approach, starting from a broad prospective and 

then narrowed down to the specific topics. The analysis will be led by the underlying theory 

used to conduct the interview. Furthermore, from the case findings the study will extrapolate 

other discoveries relative to the case study. 

 

As secondary data, this dissertation made extensive use of information that could be found the 

company’s website www.tannico.it. Other sources of information were industry reports 

available online: the most used was the one written by Mediobanca, an Italian investment bank, 

as well as reports from the OIV - International Organisation of Vine and Wine which is 

an intergovernmental organization whose work regards vine, wine and raisins. Some of the 

financial data about the firm was retrieved from the database Crunchbase, the crowdsource 

nature of this database was accounted by cross-checking data with other journalistic sources.  
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4.5 Quality of research design 
 

According to Yin 2014 (Yin 2014, p.84 ) it is possible to “judge the quality of any given design 

according to certain logical tests”. In particular, the logical tests that can be used to assess the 

quality of the research design are four:  

o The Internal Validity 

o The Construct Validity 

o The External Validity 

o The Reliability 

 

4.5.1 Internal validity 

 

The first test revolves around the data analysis phase (Yin 2014). It is also called logical 

validity, because it concerns the causal relationship between the variables (the data) and the 

answer to the RQ (Gibbert et al. 2008). To increase the level of internal validity of this case the 

main strategy used will be to match the patters between the data acquired and triangulate them. 

Triangulation is the use of two or more independent sources of information to ensure that the 

interviewer has understood correctly and to have “second proof” of the first facts, to avoid bias 

from both the interviewee and the interviewer (Sauders et al. 2009). The other strategy 

employed to raise the likelihood of having high internal reliability is to always consider the 

rival explanation (Yin 2014); if there was something non-controlled that could explain a causal 

relationship between the information provided by the interviewees. Furthermore, keeping the 

interviewee name anonymous provides protection to the person as well as increases the validity 

of our findings (Yin, 2014). Indeed, by guaranteeing the anonymity of the people who make 

such a request can increase the likelihood to make interesting statements about the company 

they work for. 

 

4.5.2 Construct validity 

 

This second logic test aims to analyze the construct developed and avoid ‘subjective judgments’ 

to mislead the findings (Yin 2014). Construct validity refers to how much the researchers is 

investigating on what it claims to be investigated (Gibbert et al. 2008), in other words if the 

information collected really leads to an accurate observation of reality. 
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 As stated before the data for this study was gathered using interviews on which we rely. This 

thesis acknowledges the fact that comments about the case company could subject to bias from 

the interviewee perspective. Nonetheless, the analysis triangulated the evidences using different 

sources of information, in order to enhance the construct validity (Yin 2014; Gibbert et al. 

2008).  

 

4.5.3 External validity 

 

Esternal validity is used to assess the generalizability of the findings discovered in this case 

study. Given the qualitative approach of this analysis the aim is not for statistical generalization, 

yet to an analytical generalization (Yin 2014). To study the RQ it was believed that a single-

case study would produce enough generalizability for the phenomenon. Yin says that a single-

case study can be used whenever the reality is unusual ‘deviating from theoretical norm or even 

from everyday occurrences’ (Yin 2014, p. 93). As stated in the introduction paragraph, BMI is 

an understudy subject in the Italian wine sector, creating a gap in the literature and the 

opportunity for this study to be developed. Furthermore, referring to Yin’s “everyday 

occurrences”, BMI, was unusual. As described in the case description, there were few, almost 

nobody, selling wine online, because it was just not the usual way to sell it. 

The arguments presented above about the unusual nature of the case elucidate on the choice of 

the single case and increase its external validity.  

 

4.5.4 Reliability 

 

For a case study to be reliable it needs either one these two elements: a case study protocol or 

a case study database (Yin 2014, Gibbert et al. 2008). Transparency and replication are the basis 

for reliability. The first is achieved by writing how the case study was conducted, the second is 

made possible by creating a case study database with all the material used, such as transcription 

of interviews, documents, etc. (Gibbert et al. 2008). All the audio files of the interviews are 

stored in an external database, that can be accessed to listen through all the interviews conducted 

to gather data for this research. 
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5. Case Analysis: “Tannico” 

In the following sections of the paper will analyze the case on which this dissertation is based, 

the Italian start-up “Tannico”. The aim of the first part of the section is to describe the Italian 

wine industry, by providing its characteristics, dimension and evolution. The source of the data 

for the industry description will be mainly from reports produced by consultancy agency PWC 

as well as reports from the OIV – Organizzazione internazionale della vigna e del vino 

(International organization of vine and wine). Moreover, the paper will make extensive use of 

the latest Mediobanca (Italian investment bank) report on 2016 Italian wine sector, the values 

for 2016 are expected, all the previous year are actual. The report considers the data from the 

140 biggest wine companies in Italy.  

 

5.1 The Traditional Wine Industry in Italy  
 

The production of the whole Italian industry for the year 2016 is 48,8 million (M) of hectoliter, 

a 2,4% decrease from the previous year; on a total global production of 259,4M, Italy accounts 

for the 18,81% of the world production. The value of the Italian production in the year 2015 is 

€12,9 billions (B), a big portion of the Italian production is exported in foreign countries for a 

total value of €5,1B, year 2016 is expected to increase by 4,9%, €5,9B. The revenue in 2016 

has increased by 6% compared to 2015, this is mainly due to the export of Italian wine (+6,6%), 

but also the domestic sales contributed by growing 5,3%. The sector is growing at a steady rate 

since 2011, surpassing the rate of the manufacturing sector. The export of wine Italian product 

is expected to grow even more in the FY2017, out of the 140 companies interviewed for the 

report, 24% think they will be able to achieve a “double digit” percentage growth in this year. 

Looking at the previous two years, it is possible to appreciate how revenues from foreign 

markets have increased, table 1 (Mediobanca 2017). In terms of value, Italy confirms its record 

on being the second biggest wine exporter in the world, France keeps holding the first place 

(OIV 2017). 
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EU 
North 

America 

Central 

and South 

America 

Asia and 

Australia 
ROW 

% of total 

2015 

revenue 

51,8 34,2 1,3 3,9 8,8 

% of total 

2016E 

revenue 

52,1 34,2 1,3 4 8,4 

% of 

variation 
7,1 6,3 13,1 7,9 1,9 

Table 1, Distribution of revenue per geographical area, percentage on total Italian exports (values 
in %). [Source: (Mediobanca 2017)] 

 

The Italian wine industry is mainly composed by family-run companies, considering the thirty 

biggest producers in the country, almost 50% is managed by the family who owes it. The three 

biggest firms are Cantine Riunite-GIV (€566M, +3,6% on 2015), Caviro (€304M, +1,1%) and 

Antinori (€218M, +4,5%).   

Considering the profitability of the aggregated 140 companies, it is possible to appreciate how 

the return on investments (ROI) is gone from a value of 6,4% in 2014 to a 6,7% in 2015, taking 

a considerably long step from the value of 5% in 2011. Investments in the industry are getting 

more and more payed. Analyzing the return on equity (ROE), the values also grew in these past 

years, assessing a positive trend. For the fiscal year 2015 the index was 6,6% creating a big gap 

from 2014, 5,7%, and even a bigger step forward from 2013 where the ROE was 2,7%. The 

increase in the profitability from ’14 to ’15 was mainly due to the fiscal reduction of 3,7% on 

the profits of the Italian firms.  

Comparing the wine and the beverage industry, it is possible to see how the second is having 

better results. The marginality if the beverage products are better by almost 7%. Looking at the 

profitability indexes in Table 2, it is clear that the beverage industry still has better prospects 

that the wine industry. 
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Table 2, Indexes of return in the wine industry compared to the beverage sector (values in %). 

[Source: (Mediobanca 2017)] 

 

From a business perspective, the wine sector is strongly influenced by the its distribution 

system, producers are constantly trying to improve the quality of their products, and increase 

the price (Mediobanca 2017). As it is possible to see in Table 3, the world production of bottled 

wine has decreased in the past two year, though the revenue has increased by 2,46% (OIV 

2017), possibly justified by boost of the prices. 

 

 2012 2013 2014 2015 2016 

Wine produced (M/hl)1 56,2 54,7 55,7 55,6 55 

Revenue from wine sold (B/€)2 18,2 18,4 18,4 20,3 20,8 

Table 3, World production and revenue from wine in bottles. [Source: (OIV 2017)] 

 

As stated before the industry is strongly influenced by its distribution system. In 2016 in the 

Italian market, 39,2% of the national B2C sales from the biggest wine firms was made possible 

by supermarkets; 16,3% was passed through intermediaries or wholesalers; 15,2% was sold by 

the Ho.Re.Ca (Hotel-Restaurant-Catering) channel; wine bars accounted for 7,3% of the total 

sales; finally 13,5% was sold directly to consumers. The remaining 8,5% was sold using other 

minor sources of distribution. For what concerns the foreign market the percentages are 

different. The main source of distribution for Italian companies are importing intermediaries, 

                                                 
1 Millions of hectoliters 
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they account for 78,9% of the total exports; the Italian firms also use their own private network 

to sell their wine and this source accounts for 8,2%; the outstanding percentage is due to other 

smaller forms of distributions (Mediobanca 2017). The number of intermediaries involved is 

extremely high. “Intermediaries in a position to influence the sorting and ranking of products 

into categories play a key role in the functioning and stability of competitive markets” (Odorici 

& Corrado 2004). This percentage of re-sellers is very fragmented and they usually are able to 

negotiate strongly on price with wine producers. The switching costs between intermediaries 

are very low (Braganti 2017). 

 

After a small decrease after the 2008 crisis, the wine consumption in 2014 has started growing 

again, from a value of 239M of hectoliters in 2014, is it now predicted to be 241M hectoliter in 

2016. As shown in table 4, half of the world wine consumption is due to five countries. 

 
Table 4, World wine consumption. [Source: (OIV 2017)] 

 

The Italian wine industry is composed by several small producers, whose wine tends to be very 

heterogeneous across time and space. Wine is very much influenced by the weather and soil 

conditions as well as time. The traditional concept of a good wine regards many heterogeneous 

variable: the land where the grapes grew, the time when the grape harvest was made, the 

fermentation time, how old the wine is, etc. All these described elements can lead judge a bottle 

even before it is opened. In Italy, the wine tradition was institutionalized by the denomination 

of origin in law 1963.  

The law was introduced to give an official recognition to the wine quality, by requiring the 

product to satisfy specific and detailed requirements before it can be marked under a specific 

denomination of origin. The requirements are specific to each denomination and they are 

determined by a council; these can include geographical area of the production, grape varieties 
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13.2%

France

11.2%

Italy

9.4%

China

7.2%

ROW

51.0%

Germany

8.1%



   

43 

Business Model Innovation in Traditional Industries 

 

in the blend, aging methods and also the label to use on the bottles. There are two 

denominations: DOC (Denominazione di Origine Controllata) and DOCG (Denominazione di 

Origine Controllata e Garantita). The wine sin the second group are considered higher quality 

wines (Corrado & Odorici 2009).  

6. Findings 

In this section of the thesis the findings from the primary data and secondary data are reported. 

The findings are organized into four different themes which follow the structure of the 

theoretical framework, used as a tool to conduct the interviews. The first is dedicated to the 

business model innovation, followed by the digitalization of retail, the 4I framework, the 

uncertainty of start-ups and finally value creation. For each paragraph, the company’s view will 

start to be proposed, followed by the data gathered by the wine producer and finally the insights 

brought by the wine shop. This last operation will be used to triangulate the data between each 

other. 

 

6.1 Business Model Innovation 
 

One of the first questions that were asked to Mr. Magnocavallo was about how the business 

model was developed and why. Mr. Magnocavallo explained that the idea was developed 

because of two main reasons. First, the penetration in Italian online wine market was only 0,2%, 

therefore it had huge growth opportunities (O’Hear 2016). Second, in 2013 online wine sale in 

Italy was very far behind in comparison to other countries such as France, United Kingdom and 

Spain, which is similar to Italy in customs and economic situation. Also, the online wine sale 

in Italy was under-developed, their e-commerce website and their wide catalog made Tannico 

a novel attraction in the market (Magnocavallo 2017). 

The BMI resides in the online sale of wine. The platform worked as an e-commerce website, 

where customers can go online and through the website www.tannico.it they can enter the full 

offered catalog (Magnocavallo 2017). The model is mixed. They have the everyday offer where 

the catalog is more than 7.500 labels (Employee 1 2017) with different variety of prices which 

could go from the €10 bottle to a more expensive €7.900 bottle of wine (Tannico 2017), 100% 

of their sales come from the online sale of bottles (Magnocavallo 2017). The delivery is charged 

to the clients depending on how many bottles were ordered, it is handed to the courier within 

http://www.tannico.it/
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24 hours and it is delivered in Italy in one or two business days (Employee 1 2017). Mr. 

Magnocavallo and Mr. Bonci insisted on the fact that the BMI made extensive use of features 

of the old industry BM. For instance, the internal employees and their expertise on the wine 

industry was kept in the new BM: in fact, the online sale is made possible by the capabilities of 

Tannico employees, which have to be wine experts, to know customer’s needs and preferences 

and technical characteristics of all the wine bottles. Moreover, part of the employees must have 

skills in the digital sector in order to provide the customer with a proper and complete service 

on the website. In the beginning of the development of the BMI, Tannico recruited people with 

strong digital capabilities and background, and only when the BM started taking shape they 

began the hire wine experts (Magnocavallo 2017; Bonci 2017). Technical preparation of their 

employees is thought to greatly contribute to the company’s success that so far allowed them 

to reach 40.000 customers in four years (Employee 1 2017).  

Mr. Bonci was interrogated on how BMI could impact other stakeholders involved in the 

business. He stated that the biggest party associated with the BM are the suppliers, they 

obviously play a very important part. When asked which kind of upsides suppliers would have 

selling their production to Tannico instead of any other distributor in the sector, interestingly 

he replied that they have no upsides from their side: online sales for them are just another way 

to sell their wine bottles and they do not have any gains from this customer sale solution 

(Bonci2017). Actually, given the pervasiveness of the internet, sometimes wine producers are 

bothered because simply by going on a website they are able to see if their product is being sold 

off or not. This phenomenon did not happen when the distribution channels were limited to 

supermarkets or wine shops, as producers and sellers could have been located far away (Bonci 

2017). When interrogated about the role of the retail distribution in their BM, he stated that they 

indeed are one of their competitor even though it is indirect since the sales channel they use and 

the target they have is different (Bonci 2017). 

 

The BMI introduced by Tannico has several elements that differ from Mr. Gariboldi’s business 

model. In the way he sells wine, people have to physically come into the shop and purchase the 

products, Tannico completely eliminated this characteristic moving the sales online. On this 

regard, Mr. Gariboldi believes that the removal of this element brings much more efficiency to 

the model and also value added to the customer. Furthermore, considering that the wine shop’s 
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outreach is constrained to the location where it resides, Tannico’s BM overcomes this limitation 

(Gariboldi 2017).  

Furthermore, the BMI results to be very novel for the Italian wine sector. Since he started 

working in this field wine was only sold in physical shops or retail distribution, even if the last 

ones should not be compared to neither wine shops nor online sales because they do not provide 

any service to the customers, in terms of suggestion or explanations. Bringing the sale online 

changed the industry paradigms (Gariboldi 2017).  

Mr. Gariboldi argues that efficiency is not only reached on the customer side but also on the 

supplier. Big producers are not able to sell their production and many times they are willing to 

sell some bottles at a lower price in order to change the products in the warehouse (Gariboldi 

2017). Mrs. Noseda confirms Mr. Gariboldi’s view on the wine producers and their loss of 

negotiating power. She also adds that the negotiating power starts to tend towards a certain re-

seller when it starts to achieve high volumes, important revenues from the online sale, pervasion 

into the market and a wide catalog to offer. Capital injection is also a big component to develop 

such a BMI (Noseda 2017). He also added that the wine BMI in the wine industry has to go 

pari passu with the process and product innovation. Improving the quality of wine made 

possible to choose a good wine with less information compared to the past. Therefore, this time-

period was right to start innovate the traditional business model of retail sale and sell wine 

online (Braganti 2017).  

 

6.2 Digitalization of Retail 
 

Digitalization also gives the opportunity to offer complementary products and services, which 

would be otherwise impossible in a traditional retail environment. On the side of catalog sale, 

Tannico has daily offers where customers can purchase bottles of wine at a much lower price 

(Magnocavallo 2017). Moreover, the case company offers data mining services to companies: 

the start-up acquires numerous data from sales about its customers, this information is then 

made available to the wine producers who are in Tannico’s network. This information can be 

used for marketing strategies or just for insight on their market and customer’s behavior (Bonci 

2017). Another feature which is complementary to the sale business is the “sommelier 

one2one”. This element uses the data gathered from each customer to highlight the preferences 

and suggest new products, as a person in a wine shop suggesting new labels (Magnocavallo 
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2017; Employee 1 2017). When it was first introduced, the clients who were suggested bought 

three times more than usual (Magnocavallo 2017). This feature of the website is still in progress, 

since it is based on an AI, the machine has to learn and experience different scenarios before 

getting close to suggestions given by a human being with extended knowledge in the sector 

(Bonci 2017). Despite the war prices that can happen in this sector, Tannico’s digitalization of 

retail sales made possible to shorten the chain of value in the industry and be able to achieve 

higher margins. Higher marginality on products made possible the fact that Tannico is applying 

pricing policies that do not sell-off the bottles, mainly for two reasons: they do not want the 

customers to become “addicted” to the product and more importantly they do not want to lower 

the prestige of certain labels which could be considered high-end wines (Magnocavallo 2017). 

Furthermore, they want to maintain the business as sane as possible without eroding marginality 

(Bonci 2017). 

When asked about the possible changes that Tannico brought in the chain of value, employee 1 

stated that start-up has sometime shorten the chain from the producers to the customer, though 

other times Tannico supplies wine from distributors, therefore it cannot be said that producers 

are getting closer to customers (Employee 1 2017). 

 

Wine shop owners thinks that the most important dynamic which digitalization brings to the 

industry is the price dynamics. Online businesses are able to move bigger volumes, therefore 

are able to sell at considerably lower price than their rival, namely the wine shops (Gariboldi 

2017). One of the shortcoming of the wine online businesses is sales of higher quality wines, 

in fact Mr. Gariboldi states that the wine enthusiast who are interested in high-end wine will 

not consider an e-commerce website rather than an old-fashion wine shop (Gariboldi 2017). 

However, the price dynamics imposed by digitalization are also important because they can 

influence the customers’ habits. With the same price they would spend at a wine shop for a 

single bottle, they could buy many more online; therefore most of the times, they are more 

interested in quantity than quality (Gariboldi 2017). 

Mrs. Noseda, though, gives an opposite view about online wine prices. She believes that prices 

are not necessarily lower online compared to traditional sales in the shop, from her experience 

many wine e-commerce apply fair prices for the bottles they are selling. It is indeed usual to 

see many bottles being sold-off, the research should be further developed (Noseda 2017). 
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From the perspective of a wine producer, digitalization made possible to shorten the value chain 

of the product between the producer and the final customer. This dynamic allowed 

intermediaries, such as online sellers, to have higher margins, therefore be more flexible in the 

price setting. Though Mr. Braganti also sustains that from a producer perspective, he does not 

receive any gains from this BM. When asked about Tannico’s database and data mining 

services, he answered that it would be very interesting except that there are very few producers 

who sell directly to customers, therefore he does not believe would bring very much value added 

to his activity (Braganti 2017).  

Digitalization also changed the way the wine seller approaches a customer, online sales are 

much more pervasive and they do not have borders, they allow the customer to save much time 

(Braganti 2017; Gariboldi 2017). 

 

6.3 4I Framework 
 

One of the first issues that Tannico’s team had at the beginning of their venture was to decide 

which revenue model they would use when approaching clients. The options were either flash 

sales or catalog sales. They first entered the market with flash sales as the main focus but also 

kept some catalog sales; though they received bad feedback from the market since the 

beginning. Flash sales are not suitable for the Italian wine industry where two big upsides are: 

amplitude of the catalog and the availability of purchasing twice or many times the same wine. 

Learning from the market, they pivoted from having mostly flash sales to a wider catalog 

(Magnocavallo 2017). 

When asked about issues regarding the development of the business model, Mr. Magnocavallo 

stated that he and his team faced some minor technical issues regarding the development of the 

technology, mainly due to the hurry of going online. Though, these problems were easily 

resolved (Magnocavallo 2017). Another issue they encountered in the development of the BM 

was how to overcome the physical limit imposed by the digital. Wine sale relates very much to 

a human component with extended knowledge on the sector and capabilities to explain the 

products to the customers (Bonci 2017). In this scenario, after receiving feedback inputs from 

customers as well as looking to the crossed BM, they understood that the customers need to be 

accompanied through the sale. For these reasons, they started to insert very detailed description 

of the bottles, made by competent employees; moreover, they established a customer care line 
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which can be called by customers to receive immediate technical support, as on Tannico’s side 

of the phone there are expert sommeliers giving advice and suggestions (Magnocavallo 2017). 

Mr. Bonci highlights the fact that the cultural diffidence toward buying wine bottle online is 

one of the major issues they had to overcome. People are not used to buying wine online and 

therefore Tannico had to support them to this new method of sale (Bonci 2017). In order to do 

so, they implemented in the website the very lengthy descriptions of the wine bottles as well as 

the customer service that can answer the questions. Even though these solutions were 

implemented, he states that most of the people who buy wine online they usually purchase a 

bottle that they have already tried. This is very connected to the fact that experimentations very 

hard to do online as wine-tasting cannot be carried out. In this regard, wine shops are still doing 

better job at introducing customers to new tastes and bottles (Bonci 2017).  

 

Even though the efficiency brought by the BMI guarantees an important improvement to online 

sales, Mr. Gariboldi is still doubtful as he believes that wine should continue to be sold by 

physically talking to people, because every bottle of wine is different from another and each 

bottle has an important history behind it. All these characteristics cannot be completely passed 

through a website. He believes that a single wine bottle is much more than just a consumer 

product (Gariboldi 2017). 

Mrs. Noseda also recognizes that the biggest limitation of the online wine sale is the absence 

of a person with knowledge explaining the products. She further explains how online business 

can achieve increasing sales and renown reputation by establishing professional and prepared 

employees working toward making the customer satisfied. Though, she also points out how the 

high target customers, looking for “custom made” solutions will still convey to a traditional 

wine shop (Noseda 2017). This view is also supported by Mr. Gariboldi (2017). 

 

6.4 Uncertainty of start-ups 
 

When asked about an example of a learning process, Mr. Magnocavallo made reference again 

to the initial phases of the venture when they had to decide which revenue model they should 

use. They initially started with both flash sales and catalog sales. After going to market with 

this offer, they started learning what the customer needed and also what he/she preferred. With 
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this feedback, they decided to concentrate more to the catalog sales. Using this model they were 

able to conquer 30% of a €35-40M market. (Magnocavallo 2017).  

Mr. Bonci adds that the learning process was also very important in the development of the 

BM. They have tried multiple solutions before arriving to a final product and concept that the 

market would not reject. At the beginning of the venture they would try one solution at a time, 

later on in the firm’s life they would start pursuing more solutions at once. Nowadays, the main 

strategy they use is AB testing, where they compare two customers looking one to a solution 

with no changes (control) and the other looking at the solution with the changes. The responses 

of the customers would then be used to assess the quality of the change they were trying to 

implement. This problem-solving technique are made possible by the rapidness of the internet 

and the resources they have. This technique has been used multiple time in the development of 

the website and how to visualize the bottles and their description (Bonci 2017).  

 

In the development of this BMI, the learning process has been very important also for the other 

stakeholders involved in the business. In fact, the wine producers had to understand the online 

wine sale and the opportunities and upsides that could arise from such a position. Once they 

comprehend the possible gains that they could achieve, they start to build interest and start 

asking to be a part of the BMI, by selling to the e-commerce website their products (Noseda 

2017). Mr. Gariboldi further explains how the learning process for the online business is much 

faster than traditional businesses. He uses his example as reference when he says that for a wine 

shop is much harder to have feedback from experimentation, issues as such are not so relevant 

in online based BM (Gariboldi 2017). 

 

6.5 Value creation 
 

The prices applied by Tannico are competitive, they are able to sell at a lower price than the 

normal retail shop. In particular, Tannico is already capable of negotiate prices in their favor 

when they purchase bottles from wine producers around Italy, for many producers they are the 

biggest buyer, therefore it gives them great power in the negotiating process. Furthermore, 

Tannico is already able to produce economies of scale when they supply from the producers, 

due to their big storage room; this dynamic is partially due to their ability of negotiating low 

prices complemented by their high volume of products purchased by the wine producers 
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(Magnocavallo 2017). Mr. Bonci further adds to this topic stating that they are able to reach 

economies of scale because their BM allows them to have a much bigger storage then a normal 

wine shop would have, therefore they are competitive when negotiating prices (Bonci 2017). 

Moreover, their extended collection of labels allows them to bring more customers and gain 

respectability toward their suppliers (Bonci 2017). Another important factor that Tannico was 

able to introduce in their business model was the management of a warehouse where it is 

possible to store more than 5.000 labels of wines. In fact, ability in managing the warehouse 

makes possible to ship the wine bottles within two day directly to the customer (Employee 1 

2017). 

 

From the point of traditional wine seller, owner of wine shop Mr. Gariboldi when interrogated 

about the analyzed BMI in the wine industry, underlined the relevance of the matter. In fact, he 

believes the future of the wine in online, given the current trends in the global wine market 

(Gariboldi 2017). 

Interview with the wine producer Mr. Braganti helped to point out how the BMI introduced by 

Tannico is very effective from the point of view of the efficiency that it creates, many customers 

would rather save time buying a bottle of wine online, instead of physically going to a wine 

shop. Tannico’s implementation of fine and explanatory wine descriptions can sometime 

overcome the description made by the wine producer or wine seller (Braganti 2017). 

7. Discussion 

High tech contexts are fertile ground for studies around innovation, in particular about business 

model innovation due to the higher investments in R&D. This thesis focuses on BMI, in 

particular on how high tech based theories in this field can be relevant also to a low-tech sector, 

such as the Italian wine industry. In order to do so, the theories exposed in the theoretical 

framework were applied to the case study Tannico. This chapter will discuss the possible 

limitations in the data, in the interpretation of the findings and their quality. Finally, it will 

present alternative paths that could have been adopted in the data collection and future 

perspectives. 

 

Souza et al. (2015) explain how the business model innovation should enable the creation of 

value for all the stakeholders involved in the BMI. In this regard, the research conducted on 
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Tannico investigated how the value was created towards customer and suppliers involved in the 

BM. However, the data gathered lack to assess whether other stakeholders, such as the owners 

of the company or the investors who financed the venture, were able to capture value from the 

new BM. Much of the relevant data in this regard was not furnished neither by the company 

nor by the investors, because the information regarding their returns from a qualitative and 

quantitative prospective is considered sensitive and restricted. These things considered, it would 

be interesting to further investigate this aspect by asking more in depth interviews upon signing 

a non-disclosure agreement, in order to guarantee protection of the data. 

 

From the findings it is possible to understand that the suppliers involved in this BMI do not 

retain any further gains from selling their product to Tannico. This fact has been confirmed by 

both Bonci and Braganti, though the data gathered do not fully explain the reason why this 

matter occurs. For wine producers the online sale offered by Tannico simply constitutes an 

additional channel to sell their wine and considered as any other traditional reseller. In the case 

the supplier would like to change buyer, Tannico does not have any lock-in mechanism to retain 

their supplier and this could affect the start-up’s ability to ensure the inflow good quality wine 

bottles from the producers. From Tannico’s analysis, it was found that the only instrument to 

hold a supplier was to become its bigger buyer, though this strategy lacks in establishing any 

sort of switching costs for the supplier.  To better understand the deficiencies in upside from 

the supplier prospective, it would be appropriate to further question other wine producers in the 

Italian industry and to analyze in depth the relationship that producers have towards 

distribution. Moreover, additional research should inspect the reasons why this BMI does not 

bring any gains to producers. On the opposite hand, it would be interesting to also investigate 

how Tannico’s BMI could bring any gains to its suppliers. 

 

Hagberg et al. (2016) assesses that digitalization leads industries to disintermediation, namely 

a shortening in the value chain. From the data gathered, it is unclear if this event happens or not 

in the case of Tannico. Data presents opposite views in regard to this argument. Mr. Braganti 

sustains that disintermediation happened and it represents a source of value for Tannico, 

because they are able to achieve higher margins and be more flexible in the setting of the prices. 

On the other hand, Employee 1 stated that Tannico’s BM supplies from both wine producers 

and wine distributors, therefore the value chain is sometimes shortened. Therefore the question 
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regarding whether or not disintermediation is happening in Tannico’s case is still open. Since 

these findings could not be generalized for the Italian wine industry in regard to the online sale, 

the matter should be further analyzed conducting a multiple case study, by investigating the 

phenomenon under different prospective. 

 

Frankenberger et al. (2013) suggest that a major problem companies find when implementaing 

BMI is the difficulty to integrate all the new activities within a context of employees; many can 

reject the novel actitivities to be performed. In Tannico’s case, such a dificulty was not 

encoutered considering the strategic hires the founders made; they prioritized people with 

digital capabilieis to develop the stucture of the model, afterward they started employing wine 

experts with high digital skills. It can be said Tannico was able to overcome internal 

organizational inertia with strategic hiring. 

 

Retail distribution has not been utilized in the comparison with the business model introduced 

by Tannico. There are two main reasons for this choice. First, the business model used by retail 

distribution is not comparable to wine shops or Tannico’s model, big supermarkets they simply 

place the bottles on the shelf and do not provide the customer with any assistance in the search 

of a bottle. Second, supermarkets have a different target usually considered lower, this view 

was also supported by Mr. Bonci statement. 

 

Another limitation is the determined by the people interviewed. As explained in the 

methodology, the people who were ask to contribute to this thesis were chosen because of their 

background and expertise in the field under study. Though, the reliability of their comments is 

only limited to the confidence that they were telling the truth. Although it cannot reduce to zero 

the possible error, triangulation of information was made to partially reduce this limitation.  

Furthermore, another limitation that can reduce reliability of the interview is the fact that the 

CEO of Tannico was not willing to give an interview by phone or in person. Therefore, the 

process has been conducted by email, where the researcher (I) sent emails to him with questions 

attached and he would reply with the answers. 

Additionally, these findings could also be subject to a potential bias of our interpretation, which 

could reduce reliability. In this regard, the researcher (I) tried to be as objective as possible in 

the presentation of the findings. 
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Future research should study this topic using a quantitative approach, deepen the knowledge 

about value creation through business model innovation in a low-tech sector. Using financial 

reports and internal controlling analysis it would be possible to assess how much value the 

company creates and quantifying it in numbers. 

Furthermore, researcher should continue study the phenomenon using different approaches, 

such as the multiple case study. In light of possible new competitors in the market, research 

should compare the different BMI introduced and analyze how other companies approached 

business model innovation. 

 

8. Conclusion 

To this date, frameworks to better understand and develop business model innovation (Souza 

et al.2007; Massa & Tucci 2013), studies on value creation of business model innovation (Amit 

& Zott 2012; Zott & Amit 2017) and research on challenges in the different phases of the BMI 

development (Frankenberger et al. 2013) revolve mainly around high tech sectors, since they 

constitute a very large portion of the economy and involve more vibrant innovation.  

The scope of this thesis is to fill the gap of BMI in low tech sectors, starting from the fact that 

these business model innovation theories could also be applied to these sectors, because they 

are composed by mature industries where BMI is more likely to be introduced (Massa & Tucci 

2013).  In particular, the main research question leading this study is to understand how BMI 

can create value added in the Italian wine industry, as an example of a low tech sector. To do 

so, case study Tannico will be used to seek answers for the research question. 

To further examine the RQ, two other sub-questions are asked: “how does the business model 

innovation introduced by Tannico differ from the current business model in the traditional 

Italian wine sector?” and “which issues did Tannico encounter during the development of the 

BMI? How did they approach them?” 

This chapter is divided into three sections. For each, answers will be given to the two sub-

questions and to the research question. 
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8.1 How does the business model innovation introduced by Tannico differ from the 

current business model in the traditional Italian wine sector? 
 

Using the empirical evidences obtained from the case study presented in this dissertation, it is 

possible to notice how some of the activities introduced or rearranged by Tannico differed from 

the traditional business model, table 5. The BM had undergone some major modification. 

Almost the entire relationship with the customer and the customer value was rethought: physical 

contact with the end customer is not involved anymore, since the wine selling and all the 

necessary information to make the purchase are provided online through the website of Tannico. 

This approach brings many upsides to the end customers because they no longer need to 

physically go to a wine shop to buy a bottle of wine and also they can experience a much larger 

catalog than a physical shop can hold. In addition to this the revenue model has undergone 

changes. The digitalization of the Italian wine sector offered by Tannico made it possible to 

open new dynamics in the wine market such as better pricing, complementary offers, higher 

margins and increasing pervasiveness of the model. Despite the modifications listed above, to 

effectively sell the products online, Tannico had also to retain some of the features of the 

previous BM and in some cases make changes to adapt them to the online sale. For instance, 

the model for internal capabilities was maintained in the new BM: employees need to be experts 

in the wine sector in order to satisfy the customers’ needs in their research of peculiar 

information about wine. From a practical prospective this knowledge in used in description of 

the wine bottles. 

In regard to the external capabilities that the BMI has in place, Tannico has a partnership with 

a logistic company that handles all the product shipping, this results to be critical in order to 

keep the shipping cost leveled. As for the relationship of the supplier with the new BM it is 

unclear if there are any gains from the producer side. Although, it represents a new channel to 

sell their bottles, proofs of gains from the supplier side were not found. Furthermore, Bonci 

stated that for wine producers sometimes it can be a disadvantage because they can see when a 

bottle is being sold-off given the ubiquity of the internet, this does not happen when its bottles 

are sold in local retail. 

The growth model was change due to the fact that Tannico was able to reach better negotiating 

prices with the supplier, due to the high volume bought in single transactions. Again, the lower 

supply prices increase the flexibility that Tannico has in making prices for its bottles. 
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Furthermore, the scalability of this BM is far superior compared to the traditional one. The 

pervasiveness of the online sales can ideally allow Tannico to reach a global scale. 

 

Table 5, Boger & Jenses (2017) adaptation to compare old (in black) and new (in red) business model. 

[Source: (Braganti 2017); (Gariboldi 2017); (Magnocavallo 2017); (Bonci 2017)] 

 

8.2 Which issues did Tannico encounter during the development of the BMI? How did 

they approach them? 
 

As described in the introduction and in the theoretical landscape in a context of uncertainty 

which characterizes a stat-up, learning is a big component. The entrepreneur has to learn from 

the action he puts in place and he needs to understand which are the best approaches he can 

take to solve issues that will arise. The issues found in this case study were mainly related to 

how the customer would react to certain configuration of the BM. Tannico had some issues in 

finding the revenue model that would work best, flash sales or catalog sales. Moreover, from a 

practical view, the presentation of the product in the online sale model in which suggestions 

and expertise could not be provided in person. Tannico approaches problems with a 

combination of trial-and-error and selectionism. Relying on the pervasiveness of the online 

model and the rapidity of the feedback from the market, using selectionism learning they can 

experiment numerous trials at the same time as well as test the market on a new feature, service 
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or product and using the feedback they acquire they can decide to either continue in such a 

direction or not. This learning approach was used by Tannico to refine the development of the 

website. As cited above an important issue that the start-up had to face when they deployed the 

business model was to understand the customers’ needs. The Italian market was used to buying 

wine in retail stores or wine shop, therefore Tannico needed to develop a model that could 

benefit the client and make up for the loss of the physical approach. The company made use of 

a trial-and-error approach by first deploying a flash-sales model and after understand that 

catalog sales with wide variety would consist in the solution. Feedback from the market was 

extremely important for the company to understand which combination of activities in the BM 

would work in the market. 

It is possible to affirm that in a context of online sale where the sector is used to certain buying 

approaches the best learning solution is a mix of both trial-and-error as well as selectionsim. 

Selectionism learning in online businesses has the upside of being rapid and effective, though 

it might represent a problem when the resources available do not permit to pursue more 

solutions at a time. 

Another issue they had to overcome was how to sell wine online. From the interviews to 

Gariboldi, Noseda and Braganti it emerged that the absence of a professional explaining the 

wine was going to be a big lack of the online approach. The company was able to overcome 

this issue by relying on the combination of resources employed in the company, wine and digital 

experts. Thanks to this they are now able to fully describe the wine on the online page as well 

as give phone assistance to the customers. Feedbacks collected from wine producers (Braganti) 

and wine shop owners (Noseda; Gariboldi) interviewed in this study were positive regarding 

the service and expertise provided by the website, and agreed on the fact that Tannico was able 

to fill the gap imposed by online selling.  

 

8.3 How can business model innovation create value added in the Italian wine sector? 
 

By extrapolating theories from the high tech sector, it was possible to see that some of them are 

can be relevant in the low tech sector of the Italian wine industry. In order to increase the value 

by using the BMI, four elements are taken into consideration by the authors: efficiency, 

complementarities, novelty and lock-in (Amit & Zott 2012; Zott & Amit 2017). The BMI 

introduced by Tannico is efficient because the model is capable of handling high volumes which 
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results in lower supply prices and therefore in more flexibility in prices. Moreover, the customer 

proposition offered, the online sale, enables the website to be reached by far more customers 

than traditional wine shops. For what concerns complementarities, Tannico offers AI 

algorithms to improve suggestions to customer and eventually to increase sales. This feature is 

believed to improve customer experience and also fill the empty gap which the absence of a 

physical person created. In addition, they offer data mining service to wine producers, though 

it is unclear if this feature provides any upsides to the suppliers, because many of them would 

not know how to use this data. From a novelty stand point, all the interviewees agreed that the 

online sale was moving forward the innovation of the sector, in fact both the wine shop owners 

have been expecting this innovation. Braganti stated that in this sector, the business model 

innovation usually follows the product and process innovation. In fact, after the quality of wine 

had become better and better it was the time to start selling it online where even the lack of 

physical presence would be overcome. Finally, analyzing the case company it was found that 

there are no lock-in mechanisms in the BMI proposed by Tannico, the reason for this absence 

is due to the fact that the company was not able to develop any. When Gariboldi and Noseda 

were asked about the issue, they responded that the only method to retain customers both online 

and offline, is the quality of the service. 

Drawing on Amit & Zott theories on value creation from business model innovation, it can be 

argued that BMI in a low-tech sector such as the Italian wine industry can increase value, but it 

depends on the prospective. From the customer side the value brought by the BMI increases, 

the prices are lower and the online sale allows to easily buy bottles of wine from anywhere and 

having at disposable several information about the bottle. From the prospective of the supplier 

that sells to the BM, the value increase was not found. Suppliers do not have major interests in 

selling to such a BM in the boundaries of the Italian wine industry.  

Therefore, it is possible to asses that BMI in the Italian wine industry as an example of low-

tech industry can increase value for its customers, though it lacks in expanding the value 

creation to other stakeholders involved such as the suppliers. 

 

As it was found in Tannico’s case study, business model innovation, meaning the innovation of 

interconnected organization activities, could also benefit in general the whole Italian wine 

industry. Considering that the sector is mature and product and process innovation has been 

exploited in the previous phases of the industry life-cycle, the Italian wine industry potentially 
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represents a fertile ground for innovation in regard to business model. Companies in this sector 

trying to develop BMI should bear in mind that organizations could encounter difficulties in 

the process of changing determined activities; one solution to overcome this problem is to make 

strategic hires that can help drive the change and smooth the transition. 

The evolution can involve activities such as revenue model, target customer, growth model and 

customer value; improvements can be made in any of those four constructs. Though, innovation 

still cannot overtake other aspects of the traditional business model such as internal and external 

capabilities, these two components are still necessary to the BM to function properly. In fact, 

the industry is still deeply connected with the its traditions and to the peculiar characteristics of 

wine; therefore, the expertise of the people employed in the business model is necessary to 

capture worth from the market and create value for the stakeholders. These internal capabilities 

can help to develop external capabilities, such as partnerships with suppliers or value chain 

improvements. In regard to suppliers, companies innovating the business model need to develop 

activities that can also create value for suppliers, because, especially at the outset of the BMI, 

they have the negotiating power on their side. Furthermore, companies innovating in this type 

of sector need to undertake numerous learning processes, because the underlying market must 

be understood and business model innovation needs to adapt accordingly in order to be 

approved by customers.  
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