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Abstract

José Maria da Fonseca, a recognized Portuguese winemaker, is growing in the domestic market.
However, one of its eldest brands, Lancers (a brand of mainly rosé), has been struggling despite
several repositioning attempts. The developing rosé wine market led to the conduction of a
market research to examine the behavior of Portuguese consumers and assess the most adequate
target market and positioning for Lancers. The results show that Lancers’ ideal target audience
are mature wine drinkers, and it should be positioned as a top-quality brand offering a great

social and gastronomical experience, as opposed to the firm’s current marketing strategy.
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1. The Company: José Maria da Fonseca

The company José Maria da Fonseca (JMF) assumed the name of its founder from its birth, in
1843, in Vilar Seco — a small village in Portugal. JMF is dedicated to the production and
commercialization of wines, liquors and other related products. In 2019, and according to the
European Commission standards, JMF was classified as being a SME with 210 employees and
annual sales turnover around 19.584 million Euros (see Exhibits 1 and 2). Furthermore, this is
a family-owned business, currently led by the 6" and 7" family generations — “Family of wines.
Wines of a family” is the motto of JMF. The company owns 650 hectares vineyard area in the
regions of Peninsula de Setubal, Alentejo, Douro, Vinhos Verdes and Do, and performs the
complete wine producing processes, from viticulture to winemaking. In total, JMF owns more
than 30 brands and sells its products in more than 70 countries around the world (see Exhibits
3 and 4). As explained by the company’s Marketing Manager, its products are distributed
through both on and off trade channels in the Portuguese market, with the latter now
representing about 71% of its domestic sales. As of recently, JMF also owns an e-commerce

channel that represents a residual part of its global sales.

The organizational culture promotes two values that have been passed over the different family
generations — “tradition” and “innovation”. Some important milestones include JMF being a
pioneer in commercialization the first table wine in the domestic market (Observador Lab
2020), and the first Portuguese producer to create a non-alcoholic wine (Rocha 2009). Over the
past years, JMF has directed its concerns towards sustainability by introducing sustainable
practices in its vineyards that contribute for a reduction of consumption of water, and a better

management of natural resources, plus its preservation and conservation (Carvalho 2019).



2. Situational Analysis

2.1 External Analysis

Two strategy frameworks were used to analyze the current external environment in which JMF
IS competing in the Portuguese wine industry. First, a PEST analysis was elaborated to evaluate
the Portuguese macroenvironment. PEST stands for political, economic, social, and
technological, and it provides a simple tool that is used worldwide by Managers in order to
study how these four factors influence an organization’s business, its industry and finally, its
markets (Campbell, Edgar and Stonehouse 2011). Regarding the microenvironment, JMF’s
main competitors were identified and briefly presented, in order to critically establish a
comparison term and benchmark business performance for the competitive analysis (Campbell,
Edgar and Stonehouse 2011). Porter’s Five Forces framework was also applied, as it allows to
determine the attractiveness of an industry based on: the degree and likelihood of threat of new
entrants and substitute products; the degree of power of buyers and suppliers and finally the

rivalry among businesses in the industry (Campbell, Edgar and Stonehouse 2011).

2.1.1 Macroenvironment — PEST Analysis

Political Environment

Wine exports and expeditions to foreign countries are regulated, in Portugal, by Instituto da
Vinha e do Vinho (IVV) through taxes whose application differ according to the destination,
and whether or not such destination is a member state of the European Union (IVV 2020).
Moreover, “we should not forget legal restrictions for the consumption of alcohol” (Millan and
Yague 1997, as cited in Alcaraz-Marmol and Medina-Albaladejo 2019, 114) that are transversal
to the industry. With the UK as one of Portugal’s largest wine importers (Lusa 2020), the Brexit
situation in nothing impacts the free movement of goods, considering the EU-UK Trade and
Cooperation Agreement released on 24 December 2020, which entered into force on 1 January

2021 (European Commission 2020). The first pillar of the Trade and Cooperation Agreement



consists precisely in providing “zero tariffs and zero quotas on all goods that comply with the
appropriate rules of origin” (European Commission 2020). Thus, as long as JMF and other
Portuguese wine firms meet such arrangements, the impact of Brexit will not bring further legal

implications to their businesses, neither upper costs.

Economic Environment

Portugal’s real GDP decreased by 7.6% in 2020 reflecting the effects of COVID-19
(Carregueiro 2021). The decrease in tourist inflows, which played a big role on the recent
success of the Portuguese wine market, as well as the decline in domestic demand, mean a huge

overall decline in sales for this industry (Passport 2020).

In an effort to aid businesses and workers affected by the measures used to fight COVID-19 —
and in particular for the wine industry — the Portuguese Minister of Agriculture has announced
aid in the form of 15 million Euros, of which 10 million will be used to fight the crisis in
distillation and storage (Passport 2020). Nevertheless, companies argue that this value will not
be enough to keep companies afloat, especially the micro national producers, whose sales rely
heavily on the HORECA channel — which is experiencing considerable low levels of demand
(Pinto 2020). This is expected to change the landscape of the wine industry as the majority of
players are micro producers. The fact that many of them will not survive this global societal
crisis can be seen as an opportunity for larger companies, such as JMF, that have surplus to wait

until the restrictions from COVID-19 are alleviated and to eventually capture that market share.

Socio-cultural Environment

Steenkamp (1997, 167) states that “culture clearly influences food consumption behavior”.
Indisputably, cuisine is entrenched in the Portuguese identity. Many local traditions are related
to the food sector, making Portugal very prominent for its gastronomy and its wine selection

for both domestic consumers and tourists. Some authors support that once the pandemic is over,



tourism will be the main driver for the growth of the industry over the next years (Antunes
2019). Over the period of 2000 and 2019, in general terms, the world wine consumption has
been increasing (IVV 2019). In 2019, the average wine consumption per person in Portugal was
roughly 67.1ltrs, determining it the country with the highest wine consumption per capita in the
world (Statista 2020). Also, the wine consumption in this country grew strongly during the
lockdown between March to May 2020 that derived from the current COVID-19 global
pandemic, opposing to what occurred with other alcoholic beverages such as beer and spirit
drinks, according to a recent study by the European Association of Wine Economists (EUAWE)
(DN/ Lusa 2020). As a result, wine producers experienced a reduced threat of substitute
products in the market. In addition, consumers’ knowledge of wine has been increasing, as they
became more sophisticated users of this category and, as a consequence, are increasingly
willing to pay more for quality wine, resulting in a higher growth in value than volume for the
Portuguese wine market in 2019 (Passport 2020). This presents an opportunity for wine
companies to promote the quality of their wines in order to leverage the consumers’ increase of

wine knowledge and consequent willingness to pay.

Overall, the wine sector should be vigilant to the upcoming trends in the behavior of consumers,
such as a slowly but steady shift to online channels (Passport 2020) and consumers’ increasing
concern with a more sustainable and healthier lifestyle. Regarding the health factor, consumers
may tend to reduce their wine consumption due to the perceived detrimental factor for health,
and the calories contained in this kind of products. This trend can also be an opportunity for
industry producers, who should closely monitor the development of this consumer segment and

eventually develop new products to target their changing needs.



Technological Environment

Being one of the oldest players in the industry, Portugal produces some of wine’s eldest brands,
in which the stamp of tradition is automatically connected with quality (Pereira 2014). For
companies that rely on innovation to compete, such as the case of JMF, and simultaneously
adds tradition to its two core values, the difficulty in linking both concepts - apparently

paradoxical -, suggests the need to review its brand identity communication.

Additionally, “technological improvements in oenological processes or new viticulture
techniques” (Torres and Kunc 2016, 31) are illustrative of technological expansion that leads
to more effective and efficient practices in wine production, denoting a need for wine firms to
adapt to such improvements to keep up with the new shape of competition (Stasi et al. 2016).
The implementation of innovative technologies such as biosensors that monitor wine quality
parameters during the winemaking, innovative wine machinery with higher levels of
automatism, or even alternative winemaking techniques (Stasi et al. 2016), holds various
positive impacts in businesses, including ‘“cost-reduction, product differentiation, process

innovation and improvements of managerial organization” (Stasi et al. 2016, 290).

Finally, a full and detailed analysis of each factor can be found in Exhibit 5 in appendix.

2.1.2 Microenvironment

Competitive Overview

The Portuguese wine market is highly fragmented (Passport 2020), where 75% of the industry
is composed by small producers and micro enterprises (Louren¢o 2017), which brings up
obstacles in tackling the underlying factors for the creation of clusters. The wine market
“reveals itself to be an excellent example of monopolistic competition” (Rebelo et al. 2018,
308), in which most firms offer products or services that are similar, but not perfect substitutes.

Some of the characteristics that companies use to disaggregate the market into differentiated



segments include region of origin, type of wine or type of grapes used (Santos and Ribeiro
2012), presenting a more product-oriented strategy, a particularity of “old world” country
producers (Festa et al. 2016). Nevertheless, the strategic group in which JMF is situated
contemplates rival companies that adopt identical or similar strategies, based on specific
dimensions such as (1) products/ markets, (2) internationalization, (3) vertical integration, and
(4) diversification (Freire 1997, as cited in Alberto and Ferreira 2007). In an interview — part of
our exploratory analysis — JIMF’s Marketing Manager pointed out Aveleda Group, Esporédo and
Sogrape — Vinhos de Portugal as the company’s three main competitors. The latter is the market
leader with 3% of market share of the total volume sold in litters (Passport 2020). It owns some
of the brands that compete directly with JMF’s mass market brands, namely Mateus and Gazela.
The same happens with Aveleda Group which detains the brand Casal Garcia (among others)
and Espordo, which is also a strong player with a solid presence in the domestic market and

one of the most admired and recognized wine brands worldwide (Carvalho 2020).

Porter's Five Forces

Threat of New Entrants: Low

The wine industry presents high initial investment costs in terms of setting up the vineyard, the
watering system, treatments, storage, transportation, and winery and extensive knowledge and
expertise (de Spinola Barreto Soares Amaral 2018). Additionally, the access to distribution
channels is extremely hard for new players due to the existence of the already well-established
and numerous organizations in the industry with supplier deals. Up to date, there is still a lack
of economies of scale due to the small size of the players and respective small production and

transformation capacity (Gomes 2013).

In summary, the high barriers to entry lead to a low threat of new players entering the market,

that result in increased profit potential for the existing producers.



Threat of Substitute Products: Medium

Due to the specific and hardly replaceable characteristics of alcohol “it is reasonable to suggest
alcohol has relatively few substitutes” (Fogarty 2005, 15). Beer is pointed out as wine’s major
substitute mainly due to cultural similarities in drinking behavior and positive emotional
associations such as happiness, comfort, or pleasure (Silva et al. 2016). In fact, the complexity
of the consumer decision-making in wine context that involves numerous features or attributes
to take into account (Silva, et al. 2016) leads consumers who are not familiarized with wine or
without regular habits of consumption, to easily switch for other products that are less complex
(Lacey, Bruwer and Li 20009, as cited in Silva et al. 2016). The existence of low switching costs
between substitute products is clear, especially when wine brands fail to achieve brand loyalty,
which in the domestic market is highly dependent of “consumers satisfied with their preferred
wine brand and conscious of a good brand image” (Loureiro and Kaufmann 2012, 339). To
conclude, as the switching costs for consumers are low, organizations competing in the wine
industry have to invest in product differentiation as well as in marketing and communication to

be able to create a strong brand image and establish behavioral loyalty.

Bargaining Power of Buyers: High

It is highly unusual for domestic wine producers to sell directly to the end consumer, making
them highly dependent on the on-trade retail buyers — also known as HORECA (Hotels,
Restaurants and Cafés) — and off-trade channels — consisting mainly of supermarkets and
hypermarkets — to distribute its products. The latter has been gaining importance since the
lockdown derived from the current global COVID-19 pandemic (Passport 2020). Additionally,
the Portuguese food retailing market is very concentrated as the top five companies account for
roughly 80% of the market (Cardoso and Lima 2019), allowing large retailers to leverage large

orders to lower prices. It is important to note that the sales of private label wines have been an



upward trend, as the quality of distributor brand wines has also improved. On the other hand,
in the HORECA segment producers have higher negotiating power as this segment is more
competitive and there is pressure from consumers for variety of wines (MarketLine 2014).
Within each type of wine (red, white, roseé, etc.) there is a large variety of comparable products
in terms of region, quality, and price. Thus, buyers experience low switching costs between

different brands of wine (MarketLine 2014).

On the whole, we can conclude that buyers exert a tremendous power, meaning they can
pressure companies to lower their prices, improve quality of their offering, or require better
services (Porter 1979). A significant impact of this in the wine industry, is how dependent
companies are on promotions to make the sale. Asa matter of fact, many wine producers create

specific brands to be sold by retails constantly at a discount (Pacheco 2018).

Bargaining Power of Suppliers: Medium

Suppliers have a big influence on the quality of a producer’s final product, as they are
responsible for delivering the necessary raw material for production (Sperkova and Hejmalova
2011), especially in the wine industry where the nature and quality of the grapevines are crucial
for wine quality. Other important suppliers in the industry are those of sophisticated equipment
and technological solutions for fermentation and bottling processes, the bottles themselves,
corks and screw caps (MarketLine 2014). Moreover, independent suppliers exert an increased
bargaining power as their businesses are not entirely dependent on the wine sector since grapes
can be used in the production of fruit sugar and they can integrate their operations forward,

becoming wine producers themselves (MarketLine 2014).

Overall, the bargaining power of the suppliers within the wine industry can be considered
moderate, limiting this industry’s profitability. Wine producers can reduce suppliers’

bargaining power and ensure the highest quality of their products through the upstream vertical

-10-



integration, i.e., having their own vineyards and being responsible for both the viticulture and

the whole winemaking processes — very common in the wine industry (Vivas and Sousa 2012).

Competitive Rivalry: High

The wine industry is characterized as being highly fragmented and consisting of mainly micro
enterprises (Vivas and Sousa 2012). Over the past years, there has been a surplus in production,
leading to a fierce price war within the industry in order to try to drain the existing stock
(Alberto and Ferreira 2007). For those competing through differentiation, domestic companies
can highlight the quality of their wines through the region of origin (Atkin and Johnson 2010)
allowing them to distinguish its product as in Portugal this classification acts as brand value
(Brochado and Oliveira 2018). Furthermore, the wine industry presents moderate exiting
barriers: (1) companies’ nature in the industry are predominantly family businesses (Vivas and
Sousa 2012), which tend to have a higher affinity to the business leading to high emotional exit
barriers and reluctancy to change (Harris, Martinez, and Ward 1994), as well as the fact that (2)

the reselling of the industry-specific and very sophisticated equipment is extremely hard.

To sum up, there is an intense jockeying for position among competitors in the domestic market
(Vivas and Sousa 2012) that highly impacts the sector’s profitability in a negative way mainly
because (1) the numerous players feel constantly pressured to resort to tactics to improve their
position in the market, often leading to an intense war price among competitors; (2) the
reluctancy of exiting the industry by existing players when the business is no longer sustainable

may lead to the adoption of radical strategies that affect the whole wine sector (Porter 1980).

Exhibit 6 in appendix features the comprehensive examination of each of the forces previously
presented. In conclusion, after analyzing each force individually and summarizing the results
in Exhibit 7 in appendix, the attractiveness of the domestic wine industry is considered to be

moderate given that the threat of new players entering is low and the bargaining power of
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suppliers is not very high, and although the switching costs for consumers are low, wine is an
alcoholic beverage, meaning there are few substitutes. The high bargaining power of buyers

and the fragmented nature of this industry constitute the sector’s biggest disadvantages.

2.2 Internal Analysis

Financial Resources

The complete analysis of JMF’s financial resources focuses essentially in evaluating its
financing structure, and within it, levels of debt and profitability. In Exhibit 8, such analysis is
exposed in higher detail through the usage of financial measures/ratios, whose interpretation
leads to a more accurate capture of results. Overall, the analysis indicates low economic and
operational profitability in a business structure that is mostly financed through debt, constituting

a weakness in the long run.

Products Portfolio

With more than 30 brands, JMF’s brand portfolio is extremely diversified, divided into six main
categories that can be found in Exhibit 9: key brands, premium, super premium, fortified wines

— including brands and liqueurs -, old cellar and more recently, de-alcoholised wines.

There are three wine brands that stand out in this portfolio: Periquita, Lancers and
0%riginal. Periquita was created in 1850 and is the oldest Portuguese table wine (Observador
Lab 2018). Lancers is a brand with more than 76 years of history, which achieved a great
success in the international market — especially in the United States — selling more than 12
million bottles per year during the 60s and 70s (Agricultura e Mar Actual 2020). Moreover, the
company launched the first Portuguese non-alcoholic wine under the brand Lancers — Lancers
Rosé Free — which in 2018 was discontinued and replaced by a new brand name 0%riginal,

under which three different non-alcoholic wines can be found: 0%riginal white, red, and rosé.
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SUPPORT ACTIVITIES

Value Chain

The figure below was adapted from the Porter’s Value Chain model and represents the current

value chain of JMF, whose detailed explanation can be found in Exhibit 10 in appendix.

Figure 1. José Maria da Fonseca’s Value Chain

Firm Infrastructure: administrative management by family members, financial, legal, general

and accounting management

Human Resource Management: professional oenologists, specific know-how, family culture
inside the company which leads to employees’ loyalty

Technology Development: R&D, product development and improvement

Procurement/ Purchasing: positive relationships with cork, screwcap, glass bottles, labels
and cardboard packages suppliers
Inbound Operations Outbound Marketing & Customer
Logistics . Logistics Sales Service
g Harvesting g
Equipment and . Own Traditional & Handling of
, Vatting o . ]
resources distribution online complaints
storage Draining structure and e- advertising .
Free delivery
. . commerce :
Quality control Malolactic Promotion for orders over
. channel A
Fermentation activities 25€
Bottling Negotiation Fast delivery
. with (2-days)
Labeling distributors

PRIMARY ACTIVITIES

Source: elaborated by the authors and inspired by the Porter’s Value Chain (1998)

Company’s and Brands’ Performance

JMF has been experiencing a continuous positive growth rate over the past four years (2016-
2019) in the domestic market. The average annual growth rate over this period is around
17.5'%. Data referring to the period of 2018/ 2019 show that the company experienced a sales

growth of 12% in the Portuguese market. Nevertheless, its business is still very much dependent

! Computation done based on the arithmetic mean of the annual growth rates provided by JMF.
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of the external market. According to the company’s Marketing Manager, the exported
production accounted for 61% of the organization’s total sales in 2020. Furthermore, the
previously mentioned large sales gap between the on trade (29%) and off trade (71%) channels,
became even more aggravated due to the COVID-19 pandemic, as it forced the restaurants to

close and consumers to buy wine in super and hypermarkets.

The brands Periquita, Jo&o Pires, BSE and Lancers were defined as being JMF’s mass-market
brands, and the ones that receive the biggest share of marketing investment. Also, they are
mentioned above in descending order of sales performance in the domestic market. Periquita is
considered as both the most important and profitable brand in the portfolio by JMF, since it has
been responsible for an average of 36.8% of the annual sales of JMF in Portugal over the period
of 2016-2020. However, its domestic sales and importance have been declining over the last
years. Data referring to 2019/2020 show that brand’s sales decreased about 9% in Portugal, but
this may be repercussions of the COVID-19 pandemic and thus this period is not the best
representation. Nevertheless, when looking at 2018/2019 it shows that Periquita only grew 1%
over this period in Portugal, meaning it has not been following the corporate’s growth. The
same scenario has been witnessed with the brand Lancers, but more aggravated. Over the same
period (2016-2020), Lancers’ sales had an average weight of 16% in the company’s total
domestic sales. In the years of 2016 and 2017, Lancers experienced a growth rate of 38% and
3% respectively, which have been followed by deep fall in the succeeding years. As data show,
in 2020 — although not representative due to the pandemic effects — its sales suffered a fall of

20% and of 5% and 16% in 2019 and 2018, respectively.

As stated by the company’s Marketing Manager during the interview, the rosé¢ wine under the
Lancers brand name accounts for 95% of the entire brand’s sales. Lancers is a brand that
competes in the rosé domestic market against strong top of mind brands such as Mateus Rose,

Gazela and Casal Garcia. Over the past years, in order to compete directly with the
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aforementioned brands that are currently consumed by mostly young adults, JMF has been
directing its efforts towards several attempts of repositioning its brand to target younger
consumers with Lancers, even though the limited available research by a study provided by the
company demonstrates that, within the range of respondents who have already tried Lancers,
the majority of them (66%) are located between 35-54 years, going beyond young adulthood.
2.3 TOWS

As a summary of the situational analysis, a SWOT Analysis was elaborated, which is presented
in Exhibit 11 in appendix. Further, in order to identify possible strategic choices for JIMF, a

TOWS Matrix was developed, whose main insights are presented in the following table:

Table 1. José Maria da Fonseca’s TOWS Analysis

1. Take advantage of the increased wine consumption and potential post-
pandemic exit of (micro) players by reinforcing the promotion of existing
brands in the domestic market;

Strengths/ | 2. Increasing consumer knowledge about wine presents an opportunity to
Opportunities | attract knowledgeable and well-informed consumers about JMF’s portfolio

(SO) variety and recent innovations;

3. Explore new consumer moments for wine consumption, such as after a
meal or as an aperitif by linking JMF existing types of wine to each
occasion.
1. The rising concern towards sustainability and healthier lifestyle is an
opportunity for the creation of an organic wine brand,;
2. Opportunity to promote the online channel (e-commerce) with the
purpose of reducing the suppliers’ bargaining power (off trade) and losses
from the on trade as consumers move online due to the pandemic;
3. Address consumers’ concerns towards sustainability and healthier

SR lifestyle by making visible the company’s commitments to sustainability
Threats (ST) . o
and social responsibility;
4. Strengthen international presence (main markets) to endure the
uncertainties in the Euro market;
5. Enhance JMF’s identity and corporate brand reputation to mitigate the
increased competition and decrease in consumers’ purchasing power (crisis
effect).
1. Ensure that quality standards evolve as consumers’ knowledge and
Weaknesses/ | oy hoctations increase:
Opp(ovr\}gr)utles 2. Demonstrate the quality of wines to leverage consumers increased

knowledge and subsequent increased willingness to pay;
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3. Take advantage of high fixed costs (equipment and vineyards
maintenance) to expand to new business activities.

1. Increase liquidity by promoting the online channel sales based on
Weaknesses/ | consumer profiling and data in social media;

Threats (WT) | 2. Invest in the channels that provide higher margins for José Maria da
Fonseca (on trade and e-commerce).

3. Corporate Strategy

3.1 Competitive Strategy

Michael E. Porter (1980), argues that a company has three main alternatives to compete in the
market and to achieve competitive advantage, namely: (1) cost leadership — where the company
tries to achieve the lowest production costs in the market; (2) differentiation — where the
company tries to convince consumers that its product is superior compared to its competitors,
which can then lead to charging a price premium; and finally (3) focus — where the company
employs one of the previous two strategies to a narrow strategic scope or segment (Campbell,

Edgar and Stonehouse 2011).

For JMF, there are two competitive advantages that stand out: (1) the company’s expertise/
knowledge about winemaking and wine commercialization, and (2) innovation in product
development (wine). Regarding (1), JMF is a family business with almost 200 years of history
in grape and winemaking and owns vineyards in five different demarcated regions in Portugal.
Also, by having a diversified portfolio in terms of products (wines, liquors, etc.), wine types
(red, white — sweet and dry -, rosé, sparkling, etc.), regions (Douro, Do, etc.), grape varieties
(Casteldo, Syrah, Aragonés, etc.) and price levels, the company seems to be trying to cover
every possible type of wine product, which brings complexity to its management, competes for
attention that could be devoted to studying market opportunities and how to explore them, and
prevents focusing the limited resources on the products with highest potential for market
success. In what concerns product development, (2) innovation seems to be at the core of the

company’s business, as verified in the case of the first Portuguese non-alcoholic wine, but there
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IS no strong evidence that this innovative capability is followed by a strong targeting and
positioning exercise that allows those innovations to persuade a willing target market. Based
on the literature review, the conclusion is that JMF follows a differentiation strategy — it
established a strong brand reputation in the market as a family of wines with a long history —

and opts for a non-price competition.

3.2 Business Orientation

A product-oriented business assumes that the quality of the product is enough for the consumer
to buy it (Pearson 1993). On the contrary, Boso, Story and Cadogan (2013) argue that, in a
market-oriented strategy, companies are consumer oriented, competitor oriented and have inter-
functional coordination (data collected about consumers and competitors is internally
disseminated to all people/ functions in the organization). A commonly accepted definition for
market orientation (Sandvik and Sandvik 2003) describes it as “the organization-wide
generation of market intelligence pertaining to current and future customer needs” (Kohli and
Jaworski 1990, as cited in Sandvik and Sandvik 2003). JMF’s family organizational culture and

its extensive brands’ portfolio reflect a product orientation, instead of a market orientation.

4. Organizational Challenge

The organizational challenge to be addressed is to reposition the brand Lancers in the
Portuguese market. The context given by the situational analysis constituted the starting point
to determine market opportunities and to realize that the firm is facing difficulties in finding
strategies to achieve a sustainable financial performance, as is the case with Lancers and
Periquita, that absorb a significantly high investment and are underperforming. It was decided
to focus on Lancers as it is a brand of mainly rosé wine, a category that is growing. Contrary to
this trend, brand’s sales have been critically falling, which may be an indication of an
ineffective strategy of the brand. Thus, we believe that with the right target Lancers may thrive

in the domestic market. As literature and studies show, a good and successful segmentation
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strategy brings benefits for both the company — identification of unfulfilled needs, better
product designs, targeted promotions, and an increase in the consumer satisfaction -, and its
consumers — tailored products and services, relevant offers, and personalized experiences
(Gupta 2014). Following such strategy leads the company to achieve a sustainable profit growth
while offering a compelling experience to its consumers.

Unlike red and white wines, rosé wines have been and still are a product for a niche market
among wine consumers as its global consumption represents only about 11.2% of the three still
wines (FranceAgriMer February 2020). Still, there has been witnessed a “blooming of the
pink”™, i.e., a rise in the global consumption of this product, reaching 25.6 million hl and in 2018
— which translates in an increase of 9% compared to the previous year, and 40% compared to
2002 (FranceAgriMer February 2020). Furthermore, according to the same source, the global
trade value of rosé wine reached 2.2 billion Euros in 2018, a rise of 10% compared to 2017. All
in all, this market seems to present an opportunity of growth for wine producers. As this
category is still relatively recent, there is not much investigation made in this field, especially
in Portugal. Thus, the present study aims at drawing relevant conclusions about the current
perception of the brand Lancers among national category consumers. The end goal is to identify
and characterize different segments using the product’s benefits as the foundation for the
segmentation, in order to be able to recommend a potential repositioning strategy for Lancers
to attract new consumers without losing the current ones. In the end of this project the following
two research questions should be answered: 1) What is the most attractive segment/target
market for Lancers rosé? and 2) What should the positioning and competitive advantage of

Lancers be for that target market, in the domestic market?
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5. Literature Review

5.1 Consumer Behavior and Decision Making for Wine Products

Wine is an alcoholic beverage typically made from fermented grapes, which is overall
considered to be an “information-intensive experience product” (Bruwer, Saliba, and Miller
2011, 5), and whose buying process can be perceived as complex, and when consumed in excess
has social and physical risks associated (Ferreira et al. 2019). The complexity comes from the
enormous breadth of products in the market, market differentiation and information asymmetry
(Marques and Guia 2018). Wine bears a strong social meaning making it an important decision
for consumers (Nunes et al. 2016) and as such, wine is an “experience” product as crucial
factors such as the olfactory can only be assessed once the product is consumed, ie experienced
(Bruwer, Saliba, Miller 2011). Wine products are consumed for three experiential consumer
motivations: sensorial (e.g., taste and accompanying with food), interactive (e.g., for socializing
and fraternizing with others) and cognitive (e.g., challenge and exploration factors) (Marques
and Guia 2018). As a result, consumers try to find ways to overcome complexity in the decision
making by retrieving information through different sources, such as past experiences and
external sources (Marques and Guia 2018). Factors such as price, brand, region of origin and
label seem to be the most common indicators of quality used by wine drinkers (Ferreira et al.
2019). Nevertheless, the relevance of these cues depends on variables such as consumer
involvement (Lo Monaco, Tavani and Codaccioni 2020), which is extremely linked to the
perceived wine status and existing knowledge of wine drinkers. On the one hand, novice
consumers tend to show low involvement in the purchase of wine and tend to employ risk
reduction strategies as for example routinely buying the same wine type and/ or brand (Lo
Monaco, Tavani and Codaccioni 2020; Marques and Guia 2018). On the other hand, expert
consumers show high involvement and confident purchasing wines, being more open to

experience new brands and wine types (Lo Monaco, Tavani and Codaccioni 2020; Marques and
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Guia 2018). Additionally, our literature review has shown that gender identity plays a decisive
role in consumers’ wine purchase decision, with generally, females perceiving themselves as
novice consumers and males as expert consumers (Marques and Guia 2018). In general, wine
consumers tend to be risk adverse; thus, the best way to overcome this adverse selection
problem in experience goods such as wine is through investing in strong branding for a high

brand and/ or producer’s reputation (Caldas and Rebelo 2013).

5.2 Branding in Wine

A Dbrand is described as the combination of different elements used to (1) identify and (2)
distinguish products or services of one party from those of other parties (Keller 2013). The
literature suggests that branding has been gaining importance in the wine industry (Vrontis and
Paliwoda 2008). The wine industry — and especially the “old world” producers — is much
product-oriented than market or consumer-oriented. In order for producers to survive in a
crowded market where a plethora of brands exist, they need to assure that their brands are
considered strong in consumers’ minds (Vrontis and Paliwoda 2008) and thus market
orientation is paramount. Authors argue that a strong brand leads to more “cost-effective
marketing campaigns, greater financial performance, ease of line extension, a better
competitive position” (Vrontis, Thrassou and Rossi 2011, 290). Also, it is the route for

achieving brand loyalty as it is a symbol of quality and trust (Vrontis, Thrassou and Rossi 2011).

5.3 Marketing Strategy

Since a broader group of consumers is starting to acknowledge and aspiring to drink wine, as
well as due to the fact that wine is becoming a lifestyle product, it is necessary to understand
deeply wine drinkers’ values, patterns, and profile (Bruwerand Li 2007). Segmenting
consumers allows to identify new market opportunities as well as to better understand what are
the “attributes that maximize consumer-perceived value” (Pomarici et al. 2017, 99). The three

basic elements of a marketing strategy are: segmentation — constitutes the division of consumers
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into groups in which they share similar needs and wants followed by defining consumers’
characteristics (Gupta 2014), targeting — involves the choice of at least one of the segments
identified based on its attractiveness and best fit with the brand (Keller 2013), and positioning
— the “act of designing the company’s offer and image so that it occupies a distinct and valued
place in the target customer’s minds”. (Keller 2013, 79). The wine market can be segmented by
grouping consumers with segmentation variables such as demographics (income, age, gender,
education, etc.), behavioral (frequency of consumption, place of consumption, brand loyalty,
etc.), and psychographic (values, lifestyle, attitudes, opinions, etc.). The literature establishes
five different segments of wine consumers: adventurous connoisseurs; mainstream at-homers;
weekly treaters; sociable bargain-hunters; and frugal conservatives (Santos and Ribeiro 2012),

which are described in detail in Exhibit 12 in appendix.

Finally, as the so called “heritage brands” (those that have been in the market for longer) can
be perceived as boring or uninteresting and thus resulting in a downturn in its sales, they must
find ways to be repositioned in the mind of consumers by strengthening existing positive
associations with the brand in addition to creating new ones. Also, a successful repositioning
should aim at erasing or repairing negative associations that have been created (Keller 2013).
Creating relevant usage situations, modernizing user profile and its brand personality are some

of the existing strategies for more mature brands to become more contemporary (Keller 2013).

6. Methodology

6.1 Data Collection

This project is based on data collected both from secondary and primary sources through an
exploratory research design followed by a confirmatory one. We started with secondary data in
order to understand the wine market and existing trends, as well as the company by analyzing
information obtained from published papers (scientific articles), market research reports and

websites. For our primary data collection, we started out with an exploratory interview (see
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interview protocol in Exhibit 13) to JMF’s Marketing Manager to understand more about the
organizational challenges from the actor’s point of view. Both secondary and exploratory
interview data informed the quantitative data collection through an online survey questionnaire
(see survey questionnaire in Exhibit 14), meant to