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Summary

The paper focuses on a new theoretical-methoda@bgipproach to interpreting functional transformati
processes of farms located in rural areas and make delay in development. We have defined aréieal
paradigm ofvalue portfolio (VP) which considers -in a new light- multifunatal agricultural farms as an
ensembl®f governance structures optimizing the creatibvatue.

The need to validate the OVP functionality hasusedo identify a new methodological approach reféro as
the Value Portfolio and Multifunctional Governance Aysik (VPMGA). This analysis embedgslue chain
analysis and governance value analysisnd at the same time attempts to overcome thetdisdt limits
representing also a new and further development.dé&m, in fact, that the VPMGA best responds to the
specificities of multifunctional agricultural farnmparticipating in cooperatives. Through the VPMGA have
identified four determining family variables whi@re internal and external to the farint¢rnal resources
market territory, policieg. We have also assessed the functional links thigtboundary shifprocesses and the
mechanisms governing transactions and the creafian optimal value portfolio.

In this way, the VPMGA can be a tool to inform pglimakers, especially in the light of the new afradles
facing rural development.

Keywords Multifunctionality, cooperation, value creatiqmlicy.
JEL: Q12, Q13, Q18, Q19

1. Introduction

This paper aims to analyse new agricultural modetsl value creation processes within
multifunctional farms in the light of the new pddil and institutional and competitive scenariasfr
a theoretical-methodological and analytical viewpoi
In theoretical and methodological terms, the ansiy®dels of the new pathways to value creation in
multifunctional farms have been investigated by mseaf theboundary shifstrategies (Banks, Long,
van der Ploeg, 2002) in order to understand thetimmal transformation processes of such farms. In
this light, a new theoretical paradigm referredat theoptimal value portfolio(OVP) has been
defined and proposed based on a detailed revidiheafelevant literature. The OVP looks beyond the
pure profit-making logic and it innovatively regarc&a multifunctional farm as amnsembleof
governance structures through which value creapimcesses can be optimized. However, this
analysis requires the assessment of the “globakValreated by different value chains.
The empirical validation of the optimal value polith proposed in this paper, has led to a new
methodological approach known as tMalue Portfolio and Multifunctional Governance Aysik
(VPMGA). The VPMGA represents a substantial andovative development by combining the
existing models oWvalue chain analysignd governance value analysi®©n integrating the classic
models existing in the literature, the VPMG#&ems to best suit the specificity and complexfty o
multifunctional farms thereby allowing full compmatsion of the mechanisms of value creation and
governance and (re)interpretation of the role amttions of multifunctional farms and of rural ssea
In order to test this methodological approach, mpieical analysis has been carried out on selected
agro-food chains.
The implications of the theoretical model havea#d us to put forth new assumptions on the types
of multifunctional farms operating in the specifigro-food chains under review. We have also



investigated the role played by these farms in ¢heation of value compared to the current
environmental, economic, social and territorialesrdrhe model may be used a useful tool for future
scientific hypotheses and policies aimed at rethopkthe relations between agricultural and the
institutional, economic, social and environmentahtext. In this way, multifunctional farms may be
steered towards multi-value strategies thereby &swomuring new forms of competitiveness of
agriculture.

2. Theoretical background
2.1. Functional transformations of farms and ruaaéas: processes of value creation

The new European and international competitive &ces, the changes affecting economics (and
agriculture) and society and the new territori@nfiework over the last decades have called for a
rethinking of the functions of agricultural firmsic their multi-dimensional interactions. At present
the theoretical debate focuses on the relatiortséiween agricultural and agro-food firms, productio
territories and rural development (Kaiser, 199@pfzoni, Marotta, 1995; lacoponi, 1996; De Haan,
Long, 1997; De Benedictis, De Filippis, 1999; Etpd3otte, 1999; Marsden, 1999; Murdoch, 2000;
Ploeg van der, Renting, 2000; Basile, Cecchi, 2@Hsile, Romano, 2002; Dwyeat al, 2002;
Saraceno, 2002; Cloke, 2006; Marini, Mooney, 2(R&y, 2006).

The development of economic and social dynamicstl@denewed social needs associated with the
new behavioural and cultural values and tendentéa® led to new needs, expectations and life
styles since the 1980s and, consequently, to néwueri and/or consumer behaviour. Consumers
now show a greater awareness of environmental sshealthiness and functionality of agro-food
products as well as a new relationship betweeritimrtrand wellbeing, that is quality of life. These
new intangible needs have characterised a new deofamrality (lacoponi, 1996), which accounts
for the restoration of activities and functionstleé rural social and production system.

The interaction between these new social needshengroductive function of the agricultural and
rural sector has boosted market development pasivg challenges to agriculture. The reformed
Common Agriculture Policy (CAP) has attempted tepend to the challenges by promoting and
supporting a multifunctional and differentiated ‘tBpean agricultural model” aimed at enhancing
the social functions of agriculture. By producingtib food products (primary function) and
broadened/deepened and public goods (care and texhatafarms, farm houses, landscape and
environmental protection and conservation servicgslity and typicality of produce, agro-food
processing) (secondary function), this model mdkés new citizens’ or consumers’ needs and
wants. These secondary activities/productions/fonst influenced directly by the new consumer’s
demands, have paved the way to innovative formsbhfe creation aimed at repositioning farms in
a more competitive way.

All these processes together, which have been guaoied by the consolidation of the post-fordist
development model and by the crisis of the urbartraemodel, have laid the foundations for a new
“paradigm of rural modernity” (lacoponi, Marotta995; lacoponi, 1996). This paradigm is
essentially based on a deep re-interpretation ofl rareas, agriculture and farms within an
integrated rural development and a multifuncticarad sustainable agricultural (and farm) model.
This new perspective on rural areas and agriculiaereinforced the European agricultural model
based on neo-endogenous development mechanismsdéraRloeg, 2006) and has steered the
theoretical debate towards the topic of multifuotlity (Ocse, 1998; Bohmaet al, 1999; Ocse
2001; Velazquez, 2001; Iddet al, 2002; Bellettiet al, 2003; Casini, 2003; Cecchi, 2003; Van
Huylenbroeck e Durand, 2003; Belletti, 2004; Her®@)4; Brunoriet al, 2005; Iddaet al, 2005;
Marangon, 2006a e 2006b; Casini, 2009).

The extensive literature in this field has dealtthwsuch issues by providing different but
comprehensive interpretations from time to timeisTpapel has taken into account the various
standpoints giving, however, special focus on tiegvs that appeared most in line with our research

1 Within this paper only a few main theoretical esfs shall be recalled for conciseness reasoner&efe shall be made to Nazzaro (2008) and theatitee for further

research on the subject.



objectives in order to give a correct interpretatad the new value creation models for farms using
broadeningdeepeningnultifunctional and tradability pathways for puboods.

The analysis carried out in this research stadsfthe concept of multifunctionality following a
theoretical “normative” approach which attributeshe agricultural sector the capability to gererat
jointly? with its primary activity, collective benefits fromon-commodity output&ublic goods)

The latter show features of positive externalitidsich either do not have a market or it is little
developed However, since public goods are capable of redipgrto the intangible needs of citizens,
they can generate a social advantage (Bebetil.,, 2003; Abler, 2003; Casimwit al., 2004).

From the ample reference literature it is cleat thaltifunctionality allows farms to yield collegt
wellness, increase their own income and identifysvéor their own competitive repositioning and
thus facilitate the creation of value. In this fework, the internalization of market-unrelated abci
functions of multifunctional agriculture becomes two-fold strategic objective. On one side,
internalization acts as an incentier the agricultural entrepreneur to maximize pesiexternalities.

On the other, it augments the entire market basketarket-related secondary goods and promotes
«la construction de I'image qui fonde le panidiPecqueur, 2001: 45) therefore generating nemdgor
of “distinctive” value, improving social efficiencgf farming systems and creating new business and
value opportunities.

In this light, the renewed concept of multifunctdity proposed regards the latter as a strategiofa
for defining and facilitating new pathways to valaeeation in agriculture. In this way, a new
“paradigm of multifunctionality” is shaped in that looks looking beyond the concept of
(multifunctional) agriculture conceived as a simpknerator of public goods and favours instead a
(multifunctional) farm model which, through broadegideepening strategies and territory
integration, finds a form of “monetization” for thmositive externalities it yields. It is exactlyeth
interaction between the “paradigm of multifunctibtyd and the “paradigm of integrated rural
development” that favours a deep functional tramsé&tion process of farms and rural areas which is
the basis for the creation of new forms of value.

Therefore, the pathways to value creation of modarms would be based owmpportunity gap
chances (Prahalad, 1993) which are associated thithpromotion of the role of multifunctional
agriculture, broadening, deepening, competitivenasd last but not least, integration processels wit
other components of the rural territory (Pecqu20fl).

Farms have adapted to the above-mentioned sodat@nomic changes leading the former to seek
new opportunities in different production-consurapticircuits. Consequently, farms have had to
reposition themselves by meandofundary shifstrategies (Banks, Long, van der Ploeg, 2002).
Thanks to this process, farms have the opportaaityoss traditional functional boundaries follogrin
three different pathways, i.e. liproadeningtheir traditional activities towards the new fuoos of
agriculture, bydeepeningheir agricultural activities towards productiopsrmitting them to derive
portions of added value and lbg-groundingand increasing their corporate income from exierna
corporate activities (Banks, Long, van der PI&§)2) .

The broadening, deepening and re-grounding stestegpresent the change to new agricultural models
which, by diversifying the business areas of faleed to new pathways to value creation. The figus
therefore on the production of public goods andaprintegrated exploitation of territorial speciiies
which, in turn, have a positive impact in termsntégrated rural development.

2 Extensive debates on agriculture multifunctiayafiave been, simultaneously, accompanied by aterant debates on “jointness” regarded as abetkveen secondary goods and
services and primary goods. Many contributionshenfeatures thereof have been analysed from \&si@wpoints stimulating said debates. (Shumwapf.e1984 e 1988; Baumol et al.,
1988; Moschini, 1989; Leathers, 1991; Gatto e Met®99; Pilati e Boatto, 1999; Abler, 2001b; Boidy@001; Hagedorn, 2004; Havlik et al., 2005 e ®00DCSE, 2001; Peerlings e
Polman, 2004; Velazquez, 2004; Cahill, 2006). Feummarised analysis see Nazzaro (2008).

3 The classification of public goods produced byitifunctional farms has been extensively researdmedcholars (Abler, 2001a, 2001b; Meister, 200CSE, 2001; Viaggi, 2003;
Velazquez, 2004; Marangon and Troiano, 2006; Ret#i606).

4 Over the last decade various theoretical cortiohs have proposed new empirical solutions towénds‘making of profits” from public goods in aguiture. For more information on
the subject-matter, see AAVV. (1997); Gatto and IM¢ét999 and 2000); Merlo et al. (2000); Cahill Q2; Casini (2003); Van Huylenbroeck and Durandd@9OCSE (2003 and 2005).
5 This occurs through initiatives which look beyarahditionality and the measures as set out in Ax$ the Rural Development Programme. The weakméspecific incentives and the

dominant tendency of maximizing market goods inaggcultural production process stop farms frortirojzing positive externalities.



3. A novel model for multifunctional farms in coopeation: the “value portfolio”

In the light of the theoretical overview, farms bathe opportunity to define different competitive
strategies to apply either separately from eackrodh, as is more often the case, as a mix of three
boundary shift options (deepening, broadening anagrounding) in order to penetrate the market and
meet the new needs and wants of society. In ang, dag strategic choice of farms and their
production chain is influenced by the context derence thereof which includes both the territorial
resources and the local community with its indtio#l, economic, organizational and social
framework. This is due to the fact that the farimsundary shift can neither be de-contextualized nor
disregard the external resources which have tdrterhalized” within the selected strategic pathway
so that such farms may position themselves in thket place in a competitive way.

Modern farms should therefore be considered asmplex productive reality which can generate a
sort of “virtuous circle” thanks to which:

- the positive externalitiésgenerated qualify the internal resources of famhich become
distinctive and more attractive because they cavige intangible goods that are in high
demand from citizens or consumers;

- citizens/consumers/tourists who tend to show aadled “short-chain” buying behaviour
(social, educational, tourist services, corporaieds, etc.), have a direct contact with the
enterprise. In doing so, they use the enterpriggangible assets (positive externalities) for
which they are willing to pay a “premium price” fgpods and services purchased (tradable)
as they incorporate the value of intangible pubbods generated by farms. In other words, a
“plus value” is added to goods and services prodiircenultifunctional farms compared with
similar goods and services from non-multifunctiofaans (Marotta, 2008).

Each of the goods and services produced in theifathe result of a development model based ondong
short production chains and territories, which gates different value chains (see Figures 1).

Figure 1. The multifunctional and multi-value farm

THE MULTIFUNCTIONAL AND

I MULTHFVALUE FARM

MarkeT Posmmive
| EXTERNALITIES
[ ‘TRADITIONAL, [ DEEPENING./ BROADENING

FooD
PRODUCTION

* FarM’s LANDSCAPE BEAUTIES
|+ FaRM’s QUALITY
ENVIRONMENTAL RESOURCES
|* ATMOSPHERE OF Farm:
CULTURE, TRADITIONS, IDENTITY,
RURAL RELATIONS

* QuaLTY Foon PropucTs - ToumisT SERvicEs
+ TRANSFORM ATION * SociIALAcTivITIES |

} DIRECT SALE - ARTISAN ACTIVITIES
* AGRIENERGY = WeLLuEsS

LonNe cHAIN SHORT CHAIN INTEGRATED RURAL
DEVELOPMENT MODEL

@ @ <

FARM THAT CREATES TS “VALUE PORTFCLIO” BY PROTECTING AND PROMOTING LOCAL
RESOURCES AND BY INTEGRATING ITSELF WITH THE TERRITORY

Source. Our elaboration

According to this scheme, broadening or deepeniagofmme a tool whereby farms can derive
supplementary value added portions by approachdgéering citizens/consumers/tourists their puibli
goods (positive externalities) produced. To thid, éarms create a form of “implicit tradability” feuch

6 In this study we have considered positive extéi®s as the ones produced within the farm contebich can therefore be utilized in the farm (Madla2002). For this reason, they
represent farm'’s attraction factors.

7 This multifunctional farm model recalls Pecqueriarket basket model for territorial goods and ises: (2001). The French scholar claims that, despierritorial perspective, the
market basket of goods is created when a conswantre time of buying a territorial product, diseow the specificity of other available productskigiservices and decides that they are
useful on the basis of the entire range of prodoffesed (market basket). In this case, the addddevof the “basket” rests on the fact that conssrmboose and purchase a product in its

specific geographical area of origin.



goods as well as an “internalization” wiao the market place (Merlet al, 1999; Ocse, 2001; Casini,
2003; Brunoriet al, 2005; Iddeet al.,2005; Marangon, 2006; Marotta, 2008).

The “virtuous circle” results essentially from as# functional link between the production of pesit
externalities and an increase in the corporateniecgenerated by broadening/deepening activities. In
this modern re-interpretation of the agriculturahfmodel, multifunctionality represents a trueatgic
factor of competitive advantage. As a matter of, facultifunctionality expresses its real potential
through broadening/deepening activities which ofé&r income increase and make activities or
techniques for the production and promotion of jmuipbods advantageous (Marotta, 2008).

In this perspective, a market-oriented productiaentifies in the quantity of public goods
associated to it one of the main factors of contipetaidvantage (“distinctive qualities” of territes

of origin, opportunities for satisfying new needslavants). The vast range of broadened/deepened
goods and services (local and quality produce, fmmodessing, farm houses, agro-energy, direct sale
food and wine tasting, social and artisan actisjtigellness and tourist services, etc.) and intzeth
public goods can therefore satisfy both demandeanf authenticity, healthiness and traditionalityla
those which result from the new relationship betweesllness and agriculture thus contributing
towards an integrated rural development model.

Nevertheless, the various value chains createdi@ralways strategic alternatives, but, as they co-
exist in a farm, they contribute to form a valuetfmio® (VP), (see Figures 1). In this way, the
“new” model of multifunctional farms shows a “multalue” pattern which results from the
broadening/deepening activities, the protection amdmotion of local resources and territory
integration allowing multifunctional farms to creattheir value portfolio for new business
opportunities.

Consequently, the desired optimal behaviour toterad'global value” and total “sustainability” for
the entire short and long production chain and the agricultural firm becomes the strategic
element in developing a value portfolio in the neawdel of agricultural firms. An optimal value
portfolio becomes therefore the objective whichoaotds for the strategic behaviour of a farm in
terms of broadening/deepening activities which @enected with the opportunities offered by the
multifunctional dimension of agriculture and theogpects of rural integration aimed at meeting the
new citizens’ or consumers’ demands.

The new value portfolio paradigm essentially embibgstwo theoretical schemes described above
that have characterized the modern agriculturalrudevelopment trend, i.e. that of
multifunctionality (agricultural firms) and that ohtegrated rural development. All the three
elements are embedded together and account fdeethéactors of the paradigmatic framework of
the so-called “rural modernity” (lacoponi, 1996).

We have started from these theoretical and metlgitd! assumptions whereby the proposed value
portfolio paradigm looks beyond the mere profit-imgklogic so that we have extended the analysis
to the evaluation of the “multi-dimensional valuggnerated by the different chains which constitute
the portfolid. This appeared to be the most appropriate anafyasis considering the different
economic or political and productive or functiomaintext of a multifunctional farm model from a
more modern and re-interpreted perspective whiak through in this paper.

4. A methodological contribution to interpreting value determinants: the “Value
Portfolio and Multifunctional Governance Analysis’ (VPMGA)

The theoretical scheme of the suggested paradigraap to be intricate due to the complexity of
corporate decisions, the variety of farm’'s develepmpaths and the dynamics of the political or
normative context.

8 In line with the value system defined by Porti385) as an interdependent number of value chaa$irm’s value chain is thus embedded in a sysiésequentially interdependent
value chains (the value system) and it is this theates the value of the product in the marketgslaHuemer, 2006: 136). The paradigm of valuefpimt(“global value”), which is
being proposed herein, results from all variousi@athains (quality production, food-processing éamin sale, tourist services, etc.) which througé gnemium price mechanism,
internalize the intangible values connected withflrm’s positive and " territorial” externalities reference in the market place.

9 Our interpretative paradigm, as opposed to tleimgitutional theory which used to place impodaronly on the economic value (economic functi@ecording to the principle of

duality, total cost minimization = total profit mianization) regards an enterprise as a set of gavem structures which permits optimization of thubgl value.



The need to empirically verify how functional thfseoretical modeis has led us to investigate the
variables which determine the optimal value poitfol o this end, we have reviewed the literature of
the field and have appli€dboth the “traditional” approach of thealue chain analysts (VCA),
(Porter, 1985; Cormick, Schmitz, 2002; Schmitz, 20Gereffi, Humphrey and Sturgeon, 2005), it
being a useful tool to reconstruct the varioustatyia processes which followed the choices of
boundary shiftand thegovernance value analysi&VA) approach (Ghosh e John, 1999, 2005).

With reference to the literature cited, a valueicha formed by a set of activities which are
necessary to create and transfer a product orvéicedrom its production to its final use. A value
chain is characterized by its own real “structutgieographical distributiort? and “governancé®
(that is stakeholders’ decisions and auditing lewsler the different stages in the chain).

In order to implement new production models, thategic repositioning of farms and the creation
of value through thepportunity gaprequire accurate analysis of available and futasmurces. As

a matter of fact, a farm’s capacity to innovatelitshrough functional repositioning may be limited
by its available competence types and social andaic structure. These limits may also depend
on the degree of “familiarity” with the transforn@t and innovation paths undertaken (Afuah,
1998; Gow, Olivier, Gow, 2002). This means thaamrf, which has been traditionally operating in a
specific market, may find difficulties in repositimg itself in new market places as it lacks the
necessary internal competences.

If the degree of familiarity with the new produatsirkets/processes/
technologies is to be adequate, it needs a sdétabégic actions to be activated in order to mamaaye
development paths requiring also specific resowsoesad hoc governance structures (i.e. differerysw

to handle transactions such as vertical integratiomtractual relations, strategic partnershipsnga
networking, etc.). However, the more a farm is oiéel towards repositioning itself into high added
value market places, and the more such marketsn&el to product qualification paths, the more it
becomes necessary to resort to governance stracture

In order to explore and construct such dynamics lietter way, the approach of the governance value
analysis (GVA) has permitted the identificationtloé new positions taken after theundary shift as
commitment-intensiveo to become «’sticky” choices in the sense thay timvolve investing in
durable and specialized assets that are not deailgble in open markets» (Ghosh e John, 1999: 5).
This is all the more true in the case of the sgiate adopted for qualifying agro-food products.
(Raynaud and Valceschini, 2005, 2007)

Boundary shift related strategjetherefore,generate implications on the governance systems of
production chains and territories. The variety efv@lopment paths, the number of stakeholders
involved coupled with the related geographical wdidn of value chains (local or global) make
governance mechanisms complex. The risk is that somplexity and the related costs may even
annul any expected profits (the case of the pedioga of certain Geographical Indication-labeled
products is exemplary). This makes farms seek gpiate repositioning and governance in order to
generate a positive net value. As Raynaud and ¥elaei (2005, 2007) point out, it is exactly the
alignment between these two variables (strategsitipaing/governance structure) which augments
the creation of value.

Although it has not been unanimously agreed initeeture, the GVA approach, when appropriately
adapted, appears to be the most suitable to reyprieeprocesses of value creation and management
with to be the multifunctional farms. This approastas developed from the strategic marketing

10 We have moved from the assumption that the peooévalue creation within the new competitivensc@®s shows a close link between strategy andtstrel (contrary to previous
studies such as Chandler's which considered thevawiables as exogenous in the sense that a stragegrmines a structure).

11 Besides Porter's theoretical formulation (1986yalue chain (the value is created through varisteps from the primary producer to the final comsr and each step or flow adds
services or value), the vast literature on thet@eaf value presents several other contributam®ng which are the value network model (VNM)at#tl e Fjeldstad, 1998) and, within
the theories of strategic supply management, theeveonfiguration analysis (Huemer, 2006). Both #pproaches start from Porter's value chain andenfavther to explore the
mechanisms of interactions and coordination ofoteziinterdependencies in the supply chain or inpply network.

12 Some chains have an international dimensionsghealled global value chains).

13 In the literature, the primary governance systéave been classified in many ways, for exampleStorper and Harrison (1991) and Schmitz (2008sies these classifications,
Milgrom e Roberts’ (1992) taxonomy can also be eygd for this purpose, although it appears moreblei for industrial companies. In our opinion, fiteferred solution is a “new”
taxonomy which is an extract of the previous omeb f@est suits the characteristics of the ruralagritultural situation.

14 The two authors have analysed the capacityefdbality signal” (as quality differentiation stegies) to generate, capture and distribute valu@e food industry by exploring the
vertical chain in more depth. In this paper, weehavestigated -as a fundamental issue- how theevaiong the various stakeholders and levels tistdited (for further contributions
see Raynaud and Valceschini, 2005 and 2007).



subjects and it was proposed by Ghosh and JohrB)Y1ii9%their business studies. It analyses the
methods by which the value is created and mandgetbing so, two theoretical treridhave been
summarized: theresource-based viewRBV”) (Peteraf, 1993) and transaction cost ecoimsm
(transaction cost analysiSTCA”), (Zajac and Olsen, 1993; Williamson ,199898; Menard and
Shirley, 2005). The GVA model comprises four maeneents® whereby the creation and support of
value are the two fundamental processes comprisingamely, resources, positioning, transaction
attribute$” and governance forfs The interaction and interdependence of these faators
«constitutehe core of the GVA framework» (Ghosh and John912%.

Following this path, we therefore propose a newhwo@ological approach that is not limited to an
economizing calculds (i.e. linked to the sole reduction of transactiassts), but with greater
importance placed on strictly strategic profilesstrategizing calculuys considering that «The
strategizing calculus argues for a simultaneousgetivay choice of resources, investments and
governance that yields the highest expected outss(@hosh and John, 2005: 146).

From the analysis of the theories mentioned it appthat even though the latter seem to be a useful
reference to validate the value portfolio paradigirey cannot offer exhaustive answers to our
question and, consequently, do not fully satisBeegch demands. In reality, the value chain arsalysi
and the governance value analysis have been dedinédsystematically implemented in a business
environment related to extra-agricultural secfor¥he specificity of activities (including value
chains) carried out by multifunctional farms, whials it is generally known, interact with exteroal
territorial resources and are quite largely supgabtty public policies, do not make such related
theories and methodological approaches very saitaibfully comprehend the mechanisms of value
creation and governance in multifunctional farms. &matter of fact, the analysis of value creation
becomes very limited if variables such as terf®rand policies, which are extremely significant in
forming value chains in the agricultural and agvoef sectors, are not taken into account. This aspec
is even more meaningful in relation to the optivedlie portfolio which looks beyond the concept of a
multifunctional farm as a simple producer of pulgmods (agricultural model promoted to justify the
support of the CAP) in favour of a new vision. kit the boundary shifitrategies and by integrating
the distinctive qualities of territories, raultifunctional farm builds its competitive advage and
establishes a monetization form for the positiviemalities generated including a trading promotion
path for its produce. In this way, a virtuous matsm is triggered and the farm can create new value
chains. However, this new vision requires polid@$¥ecome a determinant variable acting both as a
tool to re-address business stratefiesid to justify the support (conditionality), protiem and
exploitation of multifunctionality (Axis Il of theRural Development Programme, “RDP”) so that
firms can have the opportunity to build a valuetfodio.

In the light of the facts described earlier anadider to answer our initial question, we proposewa
methodological approach which looks at analysing kialue strategies embedding both the VCA and
the GVA are created and governed. At the same tihig, approach attempts to look beyond its
“sectoral” limits (even though they are justifieg the business area and strategic marketing studie
from where such theories stem) to represent a neweldpment which best responds to the
characteristics of multifunctional farms. Thanksthis new approach, which we have callalue
Portfolio and Multifunctional Governance Analysi PMGA), we have established specific
determinant variables - both internal and extetodhe firm - which facilitate or induce boundary
shift processes, regulate transaction governance meatsamisd allow optimization of the created
global value (OVP). In other words, through theMdPA it is possible to analyse the multifunctional

15 In their research, Day and Klein (1987) firgdrto synthesize the two theoretical approachiks RBV and the TCA).

16 Two of these, namely “transaction attributesd &governance forms”, come from the TCA model.

17 The GVA and the TCA both imply that transactians characterized by three critical factors: djgeitivestments (through which value is createtialigh expensive safeguard clauses
during agreement execution are required), uncéytaind opportunistic behaviour. At different levet such factors, the analysis of transaction coastegnizes three different forms of
governance (market, hierarchical, relational) whadlbw the respected portion of created value tassgned in a non-discriminatory way.

18 The choice of governance form to manage théia&hip allows the parties to define preciselyh&ie of transaction thereby facilitating the witigs of value creation.

19 This characterizes the TCA offering a substantatribution to the “contractual design” but stgtthat similar companies operating within thensaindustry, should have the same
types of contracts. The lack of attention to ttféedent governance models among firms has causedpproach focusing on strategic marketing desssto be only partly applied.

20 Industries and services.

21 In this way, a new awareness for the “valueteofitory would be raised within local policy makeand stakeholders.



governance and the OVP building variables, recaosthe interactions and interdependences with the
boundary shifstrategies as well as the impact on the optiminatiovalue performances.

In order to evaluate how functional the OVP iswiéls necessary - through the resource-based view
(RBV) - to consider not only agricultural firms’ @competences but also those related to theomrrit
and the policy (tangibles) from all which developi@aths (based on typical production chains)
result and we also decided to emphasize social etanpes (intangibles) from which social capital is
formed (Leeet al, 2005). Thanks to the resource-based view andothes oncore competencese
could empirically test the governance models anuatestrate that, despite that the perspective of
transaction cost economics claims, the activatfasyoergic competences between firms (networking)
and the territory allows the creation of greatelugathan what hierarchical solutions may offer.
(Ghosh and John, 1999; Raynaud and Valceschini)20Wis is particularly true and evident with the
good trading performance of Geographical IndicafiGi labelled products, especially when there is
a strong territorial impact. In this case, by apmiythe neo-institutional theory which analyses
governance strategies through known bipolar modgharket-hierarchy) and hybrid forms
(Williamson, 1996; Menard, 2004), it should be idigtished between “internal governarféeélnd
“rural governance® (Paus, 2009) in order to identify functional madfer VP optimization analysis.
With these premises and in order to optimize the cv@ation processes, the proposed paradigm
conceives the firms’ choices with their re-orgakticia scheme and value creation pathways as
related to the interaction of a series of varialbgch do not only affect the firms’ internal busa

its territorial resources, as well as the market doeir access to policies. The determinant vaggbl
of this theoretical scheme contribute to form atirogl value portfolio and fall in the following fou
families: firm’s internal resources, territory, market and ljpies (see Figures 2, Table 1) even
though they play a hierarchically differentiatedero

Figure 2. The Optimal Value Portfolio (OVP)

Source. Our elaboration

The most hierarchically significant variables aegtainly the ones belonging to the family known as
firm’s internal resourcesThese resources interact with consumer’s andecits demandsnfarke},
theterritory resources and the opportunities offeregbljcies In this way, they create the conditions
for business decisions to be taken on how the @ptiadue portfolio should be composed and sized.
The methodological approach of the Value Portfalim@ Multifunctional Governance Analysis has
therefore allowed us to consider firms’ strategiecidion-making processes (multifunctional
governance) and at the same time analyse the imp#u¢ four determinant variables on VP creation.
We could also reconstruct the functional links kesw the single determinants (or any combination
thereof) and the changes made (boundary shift)edlsa their impact on how the value portfolio has
been created and optimized.

22 This is referred to organizational methods stiageholder’s network operating within a supplyisha

23 This is referred to a territorial organizatiopattnership model involving stakeholders, insiitag and various production chains (Goodwin, 1998).



Table 1.

The determinants of OVP

FARMS' INTERNAL
RESOURCES

(R)

MARKET

0]

TERRITORY

M

PoLiciES

)

Human Capital

(entrepreneur and family,
generational tumover, available
skills)

Healthy and safe food

Natural resources
(protected area, landscape assets)

Externalities Positive (EP)
Creation

(conditionality, measures of Axis ||
of the RDP)

Phisical resources
(size, total machinery, etc)

Demand for rurality
(new taurism)

Historical/cultural resources
(histarical and cultural places of
interest)

Use of EPs

(measures of Axes |l and IV of the
RDP, other tools)

Financial resources
(capacity to selffunding andto
have access to policies)

Demand for social services
(agro-therapy, hippo-
therapy,including child care
facilities, etc)

Quality indications
(territorial labels)

Provision of multifunctionality
related senvices
("guidance” law)

Intangible assets associated
with multifunctionality
{environmental, landscape and
cultural resources etc.)

Social capital
(co-operations, associations,
woluntary and civic netwarks)

Relational networks
(networking)

Fized social capital

(access to the temitory, intemal
robility, services for companies
and individuals)

Local economy diversification
(extra-agricultural sectors)

Institutional sphere
{quality of local government)

Source. Our elaboration

In this way, the objective of the analysis has tediffrom assessing value portfolio products or
services to evaluating the determinants for annagitivalue portfolio. Consequently, the VPMGA

regards the firm as a set of governance structuheseby the global value created, i.e. the value of
the portfolio of firm’s functions or activities, nabe represented with the following mathematical

formula:

[OVP=f(rijm; t; p)]

with ri =

My m
r, m,
m =
M, m,

t,

P
P>

P

[1]

Where the OVP is a function of a firm’s internasoearces (ri), given:

- tangible and intangible needs and wants of coeswitizens (m);

- a defined quantity and quality of the firm’'s neface territorial resources (t);
- supportpolicies for boundary shitictivities(p).

With reference to fig. 1, [1¢an be rewritten in the following way:

[OVP=3va; = Y fi(riijmi; ti; pi)]

withva =

va,
va,

va,

andri;jm;; t;; pi as in [1]

[2]
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with i, (from 1 to k) showing the potential functions/activities (valwbains) that can be
implemented within agricultural firms. The perfornca (va) of eacim-th value chain, depends on
the quantity and quality of a firm's internal resces (competences, human, financial,
organizational and social resources) given citigeof consumer’'s new demands;)(nterritory-
specific resources;Jtrelated to the selected value chain (distinctjualities, specific social capital,
etc.) and the ad hoc support policieg.(p

To validate this analytical approach we have cdraet an empirical test on carefully selected agro-
food chains as described in the following pages.

7. Final remarks

The theoretical model and the methodological amprgaresented in this paper have a significant
potential to interpret the current transformatisacgsses of multifunctional farms, which are tcefélee
new and multi-faceted demands of developed sogi€figrough these tools it is possible to gathefulise
information in order to define a coherent framewdok policy demand, which may act as a valid
contribution to the debate on the role of publielivention in the field and on its reform.

In the light of the results obtained the VPMGA Heaerefore stressed the need to implement poligiesdc

at sustaining company internal resources and ingprowtext conditions (territory).

As to the internal resources, there are tools wstichuld be identified and that: a) qualify the haroapital

for an effective, efficient management of complexeynance structures linked to different value rehai
which can be implemented in the business; b) eshdmsocial capital, to facilitate chain and terial
networking which, in turn, are targeted towardsating efficient value chains; c) improve a company’
financial sustainability also by means of innovatand more accessible forms of credit allowing the
ventures to be efficiently financially managed andnected with a multi-faceted activity portfolio.

As to policies aimed at improving general condgiar rural territorial development, it appears 13sagy

to: d) strengthen local identity and territorialstifictive qualities on which farms can build their
competitive advantage through expedient boundarfy stnategies; e) (re)- establish the link between
production chain and territory; f) design effectiveasures for the building of “ capacities” in artte
enable local policy governments, both public aridape, to support development processes. This reay b
achieved by means of synergic actions and stratdlipmces aimed at closing the fixed social capita
deficit affecting rural areas, for example of Seuthlitaly. In fact, this deficit impedes networkiagong
enterprises and between institutions, society amdrgrises which could tackle the new competitive
challenges.
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