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ABSTRACT

Many farmers today adopt direct sales as an entrepreneurial strategy in order to achieve a com-
petitive advantage. The aim of this study has been to analyze the role that direct sales play in Si-
cilian farms and how the short food supply chain is able to valorize the endogenous resources of
rural areas and increase the net income of farmer. Our results showed that direct sales, in con-
junction with conventional sales, can represent a growing opportunity for farmers and lead to an
improvement in the economic performances of agricultural businesses, an increase in farm in-
vestments and the creation of new job opportunities.
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1. INTRODUCTION

Competitive advantage represents the result
of a strategy that leads an enterprise to occupy
and maintain a favorable position in the market
in which it operates, thereby obtaining a higher
profitability than its competitors (TUDISCA et al.,
2013a). In order to compete in the global mar-
ket, farmers have to be able to change their en-
trepreneurial strategies and improve their eco-
nomic performance, thus incorporating ‘add-
ed value’ (CHINNICI et al., 2013a; STURIALE and
SCUDERI, 2013; VEIDAL and KORNELIUSSEN,
2013). The higher profit margin obtained allows
a higher level of self-financing and a greater re-
turn on the invested risk capital (SANTERAMO
et al., 2012). Considering the difficulties that
farms have to be competitive (high production
costs, low sale prices of agricultural products,
shortage of labour), direct sales could represent
a way to achieve a competitive advantage and
improve profit margins.

Direct sales, through the reduction of intermedi-
aries along the supply chain, can affect the annu-
al budget of a farm by allowing the farmer’s fam-
ily to obtain a dignified remuneration for the use
of their productive factors (RIZZO and MAZZAMU-
TO, 2009; POLIDORI et al., 2008). With direct sales,
the farmers are not subject to the price offered to
them; they may decide to become price-makers
(SACCOMANDI, 1999) and apply a different price,
one that is higher than the one that is determined
in the case of sales to fruit and vegetable whole-
sale markets or contracts with the Large Organized
Distribution (LOD). This type of sale fully utilizes
the work of the farmer’s family and produces pos-
itive effects on the farm’s economic performance
because it increases the available liquid assets in
the business and lowers the capital required for
the coverage of the short-term debts that are pre-
sent during the management activity of the farm
(DITRAPANI et al., 2013). This is a worthy outcome,
especially in rural territories where agriculture is
the main economic activity and where the pricing
of farm production represents the strategic vari-
able for the success needed to relaunch farm com-
petitiveness and boost the local economy, thereby
avoiding the phenomena of rural exodus (TUDIS-
CA et al., 2014a; RIZZO and GIUDICE, 2013; TU-
DISCA et al., 2011; BULIN, 2011; BRUNORI et al.,
2002). All of this is fostered by a general increase
in the public interest in issues such as ecology
and the health and welfare of animals, as well as
a growing distrust in the quality of food products
derived from conventional agriculture (TUDISCA
et al., 2014b; CHINNICI et al., 2013b; BRUNORI et
al., 2012; BRIAMONTE and GIUCA, 2010; HARVEY
et al., 2004). Direct sales allow consumers to ob-
tain more reasonably priced fresh, healthy food
and foster ecological sustainability, as represent-
ed by the reduced food miles and carbon emis-
sions flowing from sustainable farming (LITTLE et
al., 2009; FEAGAN, 2008). The decreased amount
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of food miles can result in a lower level of environ-
mental pressure due to a reduction in key factors
such as air pollution, soil pollution, loss of biodi-
versity and noise pollution and can also reduce
social pressures that can contribute to problems
arising from road accidents and animal welfare is-
sues (VAN PASSEL, 2013). Finally, direct sales can
reconfigure relations between producers and con-
sumers, assuming a social justice characteristic
(FEAGAN, 2007), and can encourage more harmo-
nious community relations (WINTER, 2003) and
more democratic participation of participants in
the food supply chain (HINRICHS, 2003).

The aim of this paper, as well as in other stud-
ies (PETER et al., 2010; HOLLOWAY, 2008; SON-
NINO and MARSDEN, 2006), has been to analyze
the role of direct sales in Sicilian farms and to
determine how the short food supply chain is
able to valorize the endogenous resources of ru-
ral areas and, consequently, the economic profit-
ability of farmers, who seek to enhance their val-
ue along the food supply chain. In particular, it
has been carried out an empirical analysis on a
sample of farms that adopted the direct sales in
order to analyze their structural characteristics,
the motivations that led farmers to undertake
this selling strategy and its benefits for farms.

2. MATERIALS AND METHODS

In order to analyse how direct sales can con-
tribute to obtaining a competitive advantage for
Sicilian farms, we carried out an empirical anal-
ysis on 30 small and medium enterprises (SMEs)
that adopted this entrepreneurial strategy. The
survey was conducted in 2013 by means of face-
to-face interviews with farmers, using a specific
questionnaire (TUDISCA et al., 2014c; RAFFAELLI
et al., 2009; MARBACH, 2000) divided into three
parts. In particular, in the first section we col-
lected the information related to the structural
characteristics of farms, their agri food products
(product portfolios), the socio-demographic char-
acteristics of farmers, the quota of farm produc-
tion destined to direct sales and its sales modal-
ity (farm outlets and/or farmers’ markets). In the
second one we asked to farmers the reasons that
led them to adopt a short supply chain strategy
and the benefits reflected in the business perfor-
mance by its adoption. In this case interviewees
had to assign a score to a 1-5 scale to each pos-
sible predefined question (TUDISCA et al., 2013c;
TRABALZI and DE ROSA, 2012). This scale, better
know as Likert scale (LIKERT, 1932), is a psycho-
metric scale commonly involved in research that
employs questionnaires. It is the most widely used
approach to scaling responses in survey research.
When responding to a Likert questionnaire item,
respondents specify their level of agreement or
disagreement (strongly agree, agree, uncertain,
disagree, strongly disagree) on a symmetric agree-
disagree scale for a series of statements by attrib-



uting a score for each one (5, 4, 3, 2, 1). Thus, the
range captures the intensity of their feelings for
a given item (NORMAN, 2010; BURNS and BURNS,
2008; ALLEN and SEAMAN, 2007).

In the third section, we collected information
in order to determine the net income of farmers,
by means of the following formula:

NI=GPV-2C, (1)

where:

NI = net income of farmer;

GPV = gross production value of agri food
products;

C, = costs of productive factors that have not
been conferred by entrepreneur.

Finally, in order to better quantify how direct
sales allowed farmers to remain competitive in
the market, it has been compared this value to
the net income that farmer would obtain by con-
ferring all farm production exclusively on tradi-
tional sales channels.

The empirical survey responses showed that
the surveyed farms had an average area of 8.39
ha and ranged from a minimum of 4.50 ha to a
maximum of 13.56 ha (Table 1).

The majority of enterprises produced fruit and
vegetables (8), followed by milk, cheese and dairy
products (6), olive oil and fruit (5), vegetables (4),
grapes, wine and fruit (4), grapes and wine (2)
and olive oil (1). All of the surveyed farms were
worked directly by the farmer’s family. The ma-
jority of our sample (18 farmers) had used di-
rect sales for more than five years, while the re-
maining farmers had applied this entrepreneur-
ial strategy in the past three years. Males ac-
counted for 63.3% cent of the entrepreneurs and
36.7% were females. The majority of the entre-
preneurs (60.0%) were aged between 31 and 40
years; only 13.3% were over 60 years. These re-
sponses highlighted how direct sales strategies
have been used mainly by young entrepreneurs,
unlike the Sicilian primary sector, where farm-
ers are generally of an advanced age (MASSOLI

Table 1 - Surveyed farms and socio-demographic characteristics of farmers.

Sex
Farms - Farm size . Educational
(INo.) (ha) Agrifood products Age Male Female qualification

1 7.98 Milk, cheese and dairy products 32 X Degree

2 6,50 Fruit and vegetables 40 X Degree

3 8,90 Fruit and vegetables 60 x Secondary school
4 4.50 Fruit and vegetables 36 X Higher school

5 6.55 Milk, cheese and dairy products 40 x Degree

6 4.80 Fruit and vegetables 33 X Higher school

7 7.98 Milk, cheese and dairy products 28 x Higher school

8 640 Olive oil and fruit 38 X Degree

9 10,30 Milk, cheese and dairy products 42 x Higher school
10 9.85 Milk, cheese and dairy products 34 X Higher school
11 9,58 Grape and wine 35 x Degree

12 7.89 Olive oil 55 X Secondary school
13 8.65 Vegetables 26 X Higher school
14 10,80 Milk, cheese and dairy products 38 x Degree

15 12,80 Fruit and vegetables 48 X Higher school
16 9,70 Fruit and vegetables 34 x Higher school
17 12.63 Olive oil and fruit 65 X Secondary school
18 13,50 Vegetables 37 X Higher school
19 8.65 Grape, wine and fruit 72 X Secondary school
20 8.90 Grape and wine 40 x Degree
21 6.56 Vegetables 66 x Secondary school
22 9,85 Grape, wine and fruit 33 X Higher school
23 8.63 Vegetables 39 X Higher school
24 13,56 Grape, wine and fruit 46 X Higher school
25 6,90 Fruit and vegetables 35 X Degree
26 7,80 Olive oil and fruit 29 X Higher school
27 5,63 Olive oil and fruit 40 X Higher school
28 4,89 Fruit and vegetables 31 X Degree
29 6,50 Grape, wine and fruit 64 X Secondary school
30 4.50 Olive oil and fruit 36 X Degree

Total 251.68

Source: our processing of directly collected data.
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and DE GAETANO, 2004). Young farmers are able
to respond significantly better to new opportu-
nities and market changes than older entrepre-
neurs (Parker, 2006) and are able to change their
entrepreneurial strategies and skills in order to
remain competitive in an increasingly competi-
tive market (PRASHANTHAM and YOUNG, 2013).
Our surveyed entrepreneurs had a medium-high
level of school education. In particular, 46.6%
of farmers had higher school qualifications and
33.4% had a degree, indicating that the adoption
of a new entrepreneurial strategy is correlated
positively with the level of education (NAJJAR et
al., 2013; MANCINI et al., 2008).

3. RESULTS AND DISCUSSION

The results showed that direct sales of agri-
food products were in all cases a portion of the
agricultural production (ranging from 18 to 35%)
of the farms we surveyed; the remaining produc-
tion was marketed through traditional channels
(fruit and vegetable wholesale markets, LDO,
packing centres). The direct sale was conduct-
ed by the entrepreneur or his family (especial-
ly women and young people) and was crucial to
achieving increases in the remuneration of the
enterprise (HENKE and SALVIONI, 2010).

Our empirical survey showed that the majority
of farmers (20) sold their products only in farm
outlets. This was because it is relatively easy for
a farmer to sell his products directly at the place
of production; it requires only a simple organiza-
tion and helps to improve the farm’s image (UE-
MATSU and MISHRA, 2011). Eight of these farm-
ers also conducted guided tours of their farms,
with positive outcomes for the visitors such as
nutrition education, the diffusion of rural cul-
ture and the valorization of territory and local
products (METTEPENNINGEN et al., 2012). The
influx of customers was distributed throughout
the year, thanks to the Sicilian favourable cli-
matic conditions (GRILLONE et al., 2014; D’ASA-
RO and GRILLONE, 2012; AGNESE et al., 2008).

Six of the farmers sold their products exclu-
sively in farmers’ markets and four adopted both
sales channels. Participation in farmers’ mar-

kets allowed the entrepreneurs to also sell their
agrifood products in urban and periurban are-
as, thereby promoting their farm and increas-
ing customers and annual revenues (PSARIKIDOU
and SZERSZYNSKI, 2012; BRUNORI et al., 2009;
BROWN and MILLER, 2008).

Entrepreneurs adopted direct sales mainly be-
cause of the low sale prices of agrifood products,
by assigning them the highest score (140) (Fig. 1).

This was essentially attributable to the ab-
sence of intermediaries, so that despite the low-
er gross sales prices for agrifood products com-
pared with conventional markets, the farmers
were able to obtain a higher net level of remu-
neration for their productive factors, by obtain-
ing a competitive advantage (HOLLOWAY et al.,
2006; RENTING et al., 2003). They were essen-
tially appropriating a portion of the value that
is usually dispersed in the various stages of the
long supply chain (BANDARRA, 2011). The sec-
ond motivation, in order of importance, was cus-
tomer loyalty with a score equal to 126. This is
due to the fact that, compared to the traditional
supply chain, direct sales can create a relation-
ship between the consumer and producer that
allows the farmer to valorise his production and
to transmit his knowledge and links with the ter-
ritory (GUARINO and DONEDDU, 2011; RENKO et
al., 2010). Consumers have the opportunity to
purchase agrifood products at lower prices com-
pared to traditional sales channels (SEYFANG,
2008; TAYLOR et al., 2005; KNICKEL and RENT-
ING, 2000) and the growth of face-to-face trans-
actions has stimulated the development of mar-
kets in the region, which are considered for their
status as oppositional sites to the mainstream
food industry (SAGE, 2003). The third motivation,
in order of importance, was environmental sus-
tainability (112). This denotes a new multifunc-
tional vision of farming that meets the EU guide-
lines and the new consumer’s needs, respecting
and recovering territorial, environmental and
ecological values (TUDISCA et al., 2013b; RENT-
ING et al., 2009; RENTING et al., 2008; THILMANY
et al., 2008). Direct sales represent a sustain-
able alternative as the food miles (the distance
between the place of production and consump-
tion) are minimized in passing ‘from farm to fork’

Low sales prices

Customer's loyalty
Environmental sustainability
Farm geographical location

Marketing strategy div ersification

Marketing strategy diversifi-
cation 2

Farm geographical location 2
Environmental sustainabil-
ity 3

Customer’s loyalty 4

Low sales prices 5

Fig. 1 - Reasons that led en-
trepreneurs to adopt direct
sales.
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Human resources optimisa-
tion 2

Increase of investments 3
Increase of liquid assets 4
Increase of farm profitability 5

Increase of farm p rofitability
Increase of liguid assets

Increase of inv estments

Human resources op timisation

0 30 a0 20 120 150

Fig. 2 - Obtained benefits on
Score the business performance by

adopting direct sales.

and the area of distribution is limited. This re- Table 2 - Net incomes in surveyed farms

sults in a significant reduction of the negative

externalities associated with transport over long NI deriving NI deriving

dlst‘ances, such as CoO, emissions, traffic, road Farms from from direct

accidents and noise pollution (LANFRANCHI and . % var.

GIANNETTO, 2013). In contrast to the results of (No) traditional sales

other studies (HARRIS, 2010), farmers assigned channels adoption

to the geographical location of the farm and the
diversification of the business marketing strat-

egy the lowest score (80). ] 620000 756300 220
Our empirical analysis showed that the farm- 2 3.500,00 5.650,00 614
ers felt that the increase in farm profitability was 3 4.750,00 5.860,00 234
the main benefit tg their l?usiness performance 4 2.500,00 3.052.00 2.1
through the adoption of direct sales. In common 50.00 3.850.00
with other authors (TRAVERSAC et al., 2011), they > 3650, 850/ 3
assigned it the highest importance by attribut- 6 5.500,00 6.500,00 182
ing a score equal to 145 (Fig. 2). 7 4.750,00 652300 373
Another benefit considered to be of funda- 8 6.500.00 7.980.00 78
mental importance was the increase in liquid — abuiud 2
assets (134), because timely availability of cap- 9 7.800.00 950000 218
ital can lead to the adoption of modern technol- 10 6.520,00 9.562 00 46,7
Gimately the growth rate (RIAZ et al, 2012). The 1~ $36200 1| 1052300 || 229
imately the gro rate etal., . The
third highest-ranking benefit from adopting di- 12 765000 9.632000 259
rect sales was the increase in investments (98). 13 9.560,00 12.065,00 262
This was correlated to the increase in farm prof- 14 7.500,00 9.652,00 28.7
itabil‘ity that allowed for an increase in self—'ﬁ— 15 9.850,00 13.000,00 320
nancing and thereby enabled farmers to realize
investments (CRNCAN et al., 2011). Finally, the 16 8.950,00 11.250.00 25,1
farmers also identified direct sales as an oppor- 17 9.560,00 12.000,00 255
tunity for human resources optimization, by at- 18 10.520,00 12.360,00 175
tributing it a score equal to 77. However, this 19 6.500.00 $.500.00 308
presupposes that in the farm family there is a — - :
state of under-employment, because the possi- 20 6.850,00 9.020,00 31,7
ble economic advantage created would other- 21 5.932,00 7.500,00 264
nal sales staff (UDISCA et al. 20140y, 2| 595200 1| 965000 | 78
nal sales sta etal., . :
Our results showed that farmers who adopt- 23 756000 10.325,00 36.6
ed direct sales were able to update their skills 24 12.350,00 14.630,00 18,5
and modify the market orientation of their en- 25 5.900,00 7.500,00 27.1
terprises in order to compete effectively in the 2% 6.500.00 .000.00 231
current competitive system (FRANK et al., 2012). o s ?
This highlights the importance of human capital 27 4.600.00 6.253,00 359
in an enterprise (GURAU et al., 2010). 28 3.678,00 4.321,00 17.5
‘ Eﬁonorélig irrrll‘p(t)ﬁtagc% of dillgec;[l salis gcl(})lpttiqn 29 5.690.00 6.980.00 227
is showed by Table 2. Results denote at in
surveyed farms the net income deriving from the 30 : 3'690’09 - 593600 609
adoption of direct sales ranged from a minimum Source: our processing of directly collected data.
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of 3,052.00 to a maximum of 14,630.00 euro.

In all farms, as well as in other studies (HARD-
ESTY and LEFF, 2010), it has been highlighted
an increase of net income ranged from 5.5 to
60.9% respect to the one deriving from the sell-
ing of farm production exclusively through tra-
ditional channels. The higher increases were in
farms that sold their products both in farm out-
lets and farmers’ markets as they were able to
reach a greater number of consumers.

4. CONCLUSIONS

Our results showed that SMEs employing a di-
rect sales strategy are part of an entrepreneuri-
al network characterized by entrepreneurs who
have been able to reorient their business strate-
gy in order to remain competitive in the market.
The most important reason that has driven en-
trepreneurs to adopt direct sales was the need to
overcome the consistently low sales prices of ag-
rifood products and thereby obtain higher prof-
it margins and create a competitive advantage.
The increase in farm profitability resulted in high-
er liquid assets and an increase in farm invest-
ments and enabled the human resources in the
farmer’s family to be optimized. This highlights
the fact that the use of direct sales in agriculture
nowadays can have a positive impact on the many
components of the territorial system in which it
operates. Nevertheless, direct sales cannot be the
only marketing strategy for a farm because the
produced quantities cannot be absorbed exclu-
sively by local demand. However, direct sales can
represent a winning strategy for a farm if it is in-
serted within a wider business marketing strat-
egy or if this strategy is used in conjunction with
traditional sales methods, such as fruit and vege-
table wholesale markets and contracts with LOD.
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