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Abstract

Inspired by the millennial socio-cultural tradition and relevance of the consumption,
manufacturing, and trade of wine, and given the crucial role played by the wine industry in
participating to the lItalian economy; this study investigates the association between the
financial performance and three firm's specific characteristics: female participation, family ties,
and cultural traits of 503 Italian private firms occupied in the transformation of grapes into
wine. This analysis, moreover, increases the antecedent literature explicitly by also observing
the moderating effects. The empirical inspection includes 2,168 panel data observations
computed between 2014 and 2018 tested by using both the Random Effects and the Robust
Pooled OLS regressors. Following the Stakeholder Theory, this research hypothesises and
partially supports the idea that a more considerable presence of women enhances financial
performance. No exhaustive results are obtained with regards to the association between family
liaisons and financial performance, also mirroring the different outcomes of the pre-existing
investigations. Furthermore, the assumption that companies located in the North have higher
profits compared to the ones in the South, due to cultural discrepancies, finds empirical support.
Finally, the Pooled OLS model provides empirical evidence that family-owned firms have less

female participation reflecting a more patriarchal society.
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1. Introduction

Producing and drinking wine has always been economically and culturally relevant
in the Italic peninsula. Since the early age of Ancient Rome, wine has been produced, traded,
and consumed. The consumption of wine was so crucial that some Roman jurists, such as
Sabinus! dedicated an entire section of the lus Civile? to the sales and trades of wine (Frier,
1983). The wine was not merely pivotal for Rome's economy, but also its culture. Indeed, many
rituals and feasts were devoted to Bacchus, the god of winemaking, wine, grape harvest, and
theatre. There is a profound connection between poetry and wine. Poetry is a sophisticated tool
to display human feelings and describe passions, emotions, and turmoil of the human soul.
Wine evokes the inner worlds, and like poetry, it colours human life. Wine and poetry cooperate
in manifesting to the humankind the difference between life and survival, creativity, and inner
death. Many illustrious poets have associated the consumption of wine with friends to the
serendipity, and the perfect life in simplicity. Remarkable are the words of the Latin poet
Horace®, who encouraged his companions to drink wine to alleviate human's suffering,
metaphorically associated with a storm?.

This paper takes inspiration from the extraordinary millennial importance of the
consumption, manufacturing, and trade of wine started in the early ages of Rome and spread
throughout the centuries until the current times, from the international reputation of the Italian
wine enterprises, and the relevance of this industry for the country’s economy. Looking at this,
it comes naturally to wonder which factors guaranteed the success and the continuity of this
activity. Therefore, this study aims at investigating the association between the financial
performance and three firm's specific characteristics: the presence of women in top

1 Masurius Sabinus was a Roman jurist who lived and operated under the Emperor Tiberius (14 - 37 AD).

2 It is a part of the Roman Law which derives from the “mores maiorum” (ancestral customs).

3 Quintus Horatius Flaccus (8 December 65 BC — 27 November 8 BC) was the leading Roman lyric poet under the patronage
of Gaius Cilnius Maecenas during the reign of the first Roman Emperor Augustus (27 BC - 14 AD).

4 “Horrida tempestas caelum contraxit et imbres nivesque deducunt Iovem; nunc mare, nunc siluae Threicio Aquilone sonant.
Rapiamus, amici, Occasionem de die dumque virent genua et decet, obducta solvatur fronte senectus. Tu vina Torquato move
consule pressa meo” (La Penna, 2013).

Translation for Horace’s poem: “You can see in the horizon clouds and a snow’s storm coming towards us, from the North the
wind screams between the trees and the sea. Let’s take, my dearest friends, what life offers us and let’s forget our pain. And

you, drink some of the wine made in the year you were born”.



management, the intensity of family ties, and the cultural peculiarities. The research design
uses Random Effects and robust Pooled OLS estimators tested on 503 private Italian firms
occupied in the transformation of grapes into wine. The Random Effect model utilises the years
2014-2018 as time frame. This choice allows the exclusion of the sovereign debt crisis which
has largely hampered the Italian, and European, businesses. There is a plethora of additional
reasons, together with the millennial tradition, that motivated the industry's choice and the
research’s topic.

First, Italy is the eighth country of the world, and third in the Eurozone, in terms of
Gross Domestic Production (OECD, 2019). The most relevant Italian sector is manufacturing,
which represents 88% of the total production. Food and beverages yield a considerable segment
(10%) within the manufactory industries (Trading Economics, 2019). In 2018, moreover, Italy
was in the top 10 countries of the world for exportation of agri-food products worth about $43.7
billion, and it was ranked as the second country for exports of wine. In effect, 19.6% of global
wine exporters originate from Italy (Statista, 2019). The wine industry represents an essential
factor not only for the Italian economy, in fact as in the ancient ages of Rome; the wine still
has substantial socio-cultural importance; therefore, it is worth an investigation.

Second, Italy has, for centuries, been divided into many city-states which have
developed divergent cultural traits (Daniele, 2015). Bearing in mind that wine is produced
evenly in almost all the twenty regions, analysing this industry enables to investigate whether
cultural differences between the North and the South have a significant impact on the
companies' profitability.

Third, many Italian wine-producing businesses own the competitive advantage of
having an international reputation. Italy is the second-largest exporter of wine in the world,
following France and followed by Spain, and one of the leading countries in manufacturing it
(World's Top Exports, 2018). Consequently, given the success of this sector, an analysis of the
firm's characteristics might be useful for enterprises located in countries with wine emerging
markets, such as Chile and South Africa (Baldwin, 2016). In actuality, these countries have
initiated to produce and internationally extort wine later on; therefore, they suffer from being
the second comers, and they have to imitate the early birds and the leaders of the sector to
acquire competitive advantages. Accordingly, for those emerging markets knowing which
characteristics of the firm boost profitability might be advantageous.

This study contributes for many reasons to enlarge the existing literature on the

variables influencing the Italian wine-producing companies' financial viability. Some prior



researches investigate either the outcome of the presence of women in the top management or
the impact of family ties (Gallucci et al., 2015a; 2015b). On the contrary, this analysis does not
focus on a specific issue. Still, it investigates the effects on companies' performance by three
firm's features (percentage of women in the top management, family liaisons, and cultural
attributes) all together to picture the moderating effects as well. The effect of different cultural
traits on the performance of Italian wine firms has not yet been disentangled since most papers
narrow the investigation to specific regions. For example, Gallucci and D’Amato (2013)
investigate the effects of family ties on the financial performance of 114 private firms operating
only in the region of Campania using panel data between 2007 and 2010. However, this
research uses the wine industry as the investigation field in order to explore the impact of
cultural divergences on the financial performance of companies. Indeed, the industry choice
seems optimal since wine-producing enterprises are dislocated in all regions. Furthermore,
most researches use exclusively panel data inspections in the early years of the 2000s as a time
frame (Vrontis et al., 2011; Rossi et al., 2012; Morrison & Rabellotti, 2009; Gallucci &
D'Amato, 2013). Conversely, this paper follows two different trajectories. On the one side, it
also makes use of a panel data regressor, the Random Effects, but the time frame runs in the
2010s, precisely from 2014 to 2018. On the other side, this research uses additionally the robust
Pooled OLS regressor to exclude the time dimension from the analysis and observe the
association between the variables in a single fraction of time.

Six hypotheses have been developed to structure the research design. Hypothesis 1
argues that gender diversity boosts the financial performance of companies. Hypothesis 2a
claims a negative association between family ties and financial performance. Hypothesis 3a
contends that companies located in the northern regions of Italy perform better than the ones
dislocated in the Centre and the South. Hypothesis 2b, 3b, and 3c contain interaction variables
to picture the moderating effects between family ties and gender diversity, family ties and
cultural divergences, and gender diversity and cultural divergences, respectively.

The results from the panel data model confirm only hypothesis 3a. Particularly,
there is empirical evidence that enterprises located in the North have a higher financial
performance than companies in the South, but not in the Centre. The latter outcome reflects
industry choice. Effectively, some central regions, such as Tuscany, are among the principal
exporters of the wine of the Peninsula. The robust Pooled OLS model supports hypothesis 1,
and it associates a positive relationship between gender diversity and financial performance.

The ratio is that more heterogeneous boards of directors are able to respond more efficiently to



a plethora of different stakeholders. Furthermore, the robust Pooled OLS model gives evidence
to confirm hypothesis 2b, which is based on the assumption that family ties are stronger in
more patriarchal societies where there is a profound distinction of rules between genders, and
the principal female occupation is taking care of the offspring.

The residuum of this thesis is structured as follows. The next chapter provides the
theoretical background, and it explains the hypotheses’ creation. The third section gives a
description of the sample and the variables used in the analysis. The fourth chapter explains
the empirical model. The fifth and sixth sections provide the empirical results from the panel
data regressions and the robustness checks, respectively. The seventh chapter delivers some
concluding remarks. Ultimately, the eighth section closes the research by discussing the

limitations and suggestions for future analyses.

2. Literature Review and Hypotheses Development

2.1 Gender Diversity

For many centuries, women have been excluded from the labour market's
participation in most communities. During the second half of the XX century, their forbiddance
has been progressively reduced, allowing them to access the job markets (Whitehouse, 1992).
Currently, in Western countries, men and women have the same rights, but many inequalities
persist in less developed societies. Mair and Marti (2009) highlight that in rural Bangladesh,
the national culture and religion still exclude women from participating in the capital and
labour markets. In Italy the first law to reduce gender inequality was emanated in 1977,
followed by two incremental and essential regulations in the workplace; in 1987 it was
introduced the maternity leave, and in 1991 all discriminations in the working field were
forbidden by law (Rete Civica del Comune di Imola, 2020).

This paper inspects whether having women on boards positively affect a firm's
performance. Most researchers addressing the relationship between gender diversity and
profitability are based on two well-established theories, which give different outcomes (Kramer
et al., 2006). First, the Agency Theory affirms that having women in the top management does
not influence the performance of companies. The Agency theory claims that in any organisation
some members, the principals, hire other participants, the agents, to perform established

activities on their behalf. This process implies delegating some decision-making authority to



the agents. At the core of this theory lies the assumption that principals and agents possess
different interests; however, the principals can limit the moral hazards by establishing the
appropriate behaviours and incentives. Therefore, according to the Agency Theory, it does not
matter if the principals are men or women as long as they can build and maintain a healthy and
prosperous corporate governance (Hill et al., 1992). Second, the Stakeholder Theory predicts
a positive linkage between giving prestigious positions to women within a firm and the
financial results. The ratio is that, in today's rapidly changing and complex business
environment, heterogeneous groups, made of both women and men, can enhance the quality of
decision making by bringing to the firms more consistent rewards related to the knowledge,
skills, perspectives, creativity, and judgement (Francoeur et al., 2008).

Spain and Italy are countries with historically low female participation in the job
markets, but which introduced laws to boost equality of opportunities in the last decades.
Consequently, both countries are idyllic testing fields for gender studies, and for observing the
effect of female participation with regards to the financial performance of companies, as this
paper aims to do. Campbell and Minguez-Vera (2008) use the Stakeholder Theory as a
theoretical tool to investigate, through a panel model regression, the effects of gender diversity
in Spanish enterprises. Their study reports that gender diversity generates financial gains for
many reasons. A more considerable heterogeneity enhances a deeper understanding of the
marketplace by connecting the diversity of a company's managers to the diversity of its
potential employees and clients, thereby improving its ability to penetrate markets. A broader
selection of managers and stakeholders enables to increase innovation and creativity since these
features vary systematically in the population with demographic variables such as age, race,
and gender. Finally, gender diversity can boost problem-solving as the variety of opinions that
will emerge from a diversified board will make it possible to evaluate more alternatives.

Other authors claim, also basing their assumption on the Stakeholder Theory, that
women presence boosts the financial performance of businesses since women are more willing
to undertake CSR activities (Arayssi et al., 2016; Hyun et al., 2016; Kravitz, 2003; Fernandez-
Feijoo et al., 2014; Byron & Post, 2016). However, the scientific literature on Italy on this
specific topic is extremely scarce, if not inexistent. Arayssi et al. (2016), for example, tests the
effects of women participation in 350 UK's firms between 2007 and 2012 and finds empirical
support for the hypothesis that enterprises with a higher percentage of women in the top
management score higher profits than other firms since women are more sensitive to undertake

environmental and social friendly activities. Although there is extensive literature that studies
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the effect of CSR on the profitability of firms around the world, CSR does not mean to
everybody the same thing, and there is not an official definition for it. Therefore, it is
challenging to conceptualise it, and many different measurement mechanisms are used to
quantify the sustainable activities implemented by organisations (Saeidi et al., 2015). For
example, Han et al., (2016) use the well-established ESG score (Environmental, Social, and
Governance) to study the relationship between CSR and financial performance of Korean stock
market registered firms between 2008 and 2014. Moreover, the sentiments towards the
importance of CSR are controversial. On the one hand, institutional economists consider CSR
as an obligation that firms have towards society, and therefore fundamental for the survival of
the enterprises and the achievement of legitimacy (Voinea & Van Kranenburg, 2017). On the
other hand, some neoclassical economists, such as Levitt (1958) and Friedman (2007) claim
that companies should be only interested in maximising their monetary profits regardless of
the surrounding environment. However, the latter opinion could have held during the XX
century, when both Levitt and Friedman operated, but it cannot currently dominate. In effect,
the spread of modern social media has revolutionised businesses' duties and shaped their
survival. Organisations to prosper and endure need to respond to the social pressures coming
from the stakeholders. Otherwise, they will lose legitimacy, and their continuity would be at
risk.

This article follows the branch of literature based on the Stakeholder Theory that
associates a positive linkage between women participation in the top management and firm
performance. Indeed, women are more sensitive to social and environmentally sustainable
activities which help a business to gain legitimacy and increase its profits. Moreover, diversity
improves the understanding of the markets by connecting the variety of a company's managers
to the multiplicity of its potential employees and clients. Additionally, managers and
stakeholders with a different background, culture, and goals will bring more creativity and
innovation, factors that are positively linked to financial gains. Finally, gender diversity
improves problem-solving since the variety of opinions that will emerge from a diversified
board will make it possible to evaluate more alternatives. Accordingly, a positive relationship
IS expected between an increasing women presence in the corporate boards and a firm
performance. Considering this:

Hypothesis 1:
"Companies with a higher degree of women participation in the top management will have a

better financial performance".
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2.2 Family Ties

Hofstede (2011) claims that six different dimensions explain cultural differences
across nations. Among those, the individualism/collectivism and the masculinity/femininity
dimensions need to be further explained for this article. The individualism/collectivism refers
to the extent to which people are integrated into a community. On the one side, in individualist
societies bonds are loose, and everyone needs to look after himself. On the other side, in
collectivistic populations, people are integrated from birth into large communities, represented
by the extended family and networks of friends, on which they can rely for loyalty and
protection. The masculinity/femininity index is related to the extent to which roles are
distributed between genders. A masculine society has more traditional disposal of roles

between men and women compared to a feminine society in which the tasks are evenly

assigned.
Graph 1. Hofstede's Dimentions (Hofstede Insights, 2020a).
mFrance ®ltaly mSpain
86 86
68 7 78 70 i~
63 41
50 >/ 51

43 42 48 48 44
I I I I I : I
Power Distance Individualism Masculinity Uncertainty Long Term Indulgence

Avoidance Orientation

Graph 1 by the Hofstede Insights (2020a) reports the Hofstede's dimensions for
France, Italy and Spain, which are the first, second, and third global wine exporters,
respectively. Graph 1 also gives the scores for the other four Hofstede’s cultural dimensions,
which are, nonetheless, not essential for this study. According to Hofstede (2011), the power
distance index investigates the extent to which less authoritative participants of communities
and institutions consent that power is unequally allocated. Italy has a lower score of power
distance compared to both France and Spain, implying that hierarchy in Italy is less
undoubtedly instituted and implemented. The uncertainty avoidance dimension describes how
people react to unknown events. Once again, Italy has a lower score compared to France and
Spain; therefore, members of the Italian communities are more fearless of ambiguous and

unforeseen occurrences. The long-term orientation index tells whether societies value more the
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customs and traditions or they are willing to evolve and modify their culture to adapt to the
chronological evolution of the humankind. In this case, Spain reports the lowest score
suggesting that the country prefers to rely more on its habits and customs rather than changing
and prospering. Finally, the indulgence dimension denotes the grade of freedom given by the
formal institutions in allowing people to satisfy their human needs. All three countries score
relatively low on the indulgence index entailing that there are strict laws to regulate the
fulfilment of human desires.

Turning back to the two Hofstede’s dimensions that are crucial for this analysis,
Graph 1 reports that Italy has a score of 76 for Individualism and a score of 70 for Masculinity,
which implies that the country has a traditional view of the society characterised by a clear
distinction of roles between men and women, and individuals are independent and autarchic.
The comparison between the three countries allows observing that Italy, France, and Spain
have a similar score on the individualism index, but Italy has a more masculine type of society.
However, the individualism index in Italy dramatically changes when it is computed at a
regional level. For instance, in the southern Italian regions, it is much lower, and people rely
more on their local communities. This evidence is likewise stressed by Alesina and Giuliano
(2014) who claim that one of the essential divergences between the southern and the northern
regions consists on the "amoral familism”, which represent degeneration of the family
relationships. The "amoral familism" is one of the leading factors of the underdevelopment of
the southern regions, and it refers to the willingness of individuals to sacrifice the society's
interests to maximise their family's ones. Recent studies, moreover, have highlighted the
negative impact of family ties on economic growth. According to Daniele and Geys (2016),
family ties hamper economic growth since they reduce young, elderly, and female participation
in the labour market, geographic mobility, and trust.

Trust affects economic growth by altering the quality of investments and
governance. Indeed, a lower level of trust decreases the legitimacy and the reliability of
policymakers, creating formal institutional voids that will hinder investments and increase the
transaction costs ((Bjgrnskov, 2012; Zak & Knack, 2001). In effect, when trust is low, the first
performer in an economic transaction has less faith and no insurance that the counterpart will
fulfil the obligations agreed and will be less willing to take risks. In other terms, a decrease in
trust, caused by excessive family ties, causes a reduction of investments in national and

international levels (Bottazzi et al., 2016).
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Strong family ties also reduce the labour force of the young, the females, and the
elderly constraining economic growth and performances (Alesina & Giuliano, 2010). De facto,
in communities with strong family ties, young individuals tend to rely on their families for all
necessities, and they are less incline to find a job and be independent. Effectively, the Trading
Economics survey (2019) has estimated a young unemployment rate of 28% in Italy and 6.20%
in the Netherlands. The young unemployment rates’ difference can also be justified by the
cultural traits of the two countries. In effect, Italy scores 76 in the individualism index,
implying that individuals are independent and family liaisons are loose (Hofstede Insights,
2020a). Nevertheless, as abovementioned, the individualism indicator severely changes when
computed at a regional level, and it is much lower in the southern regions. Therefore, overall,
in Italy’s young citizens tend to count more on their families for all their needs, and they are
less incline to move out, find a job, and be independent. On the contrary, the Netherlands scores
80 on individualism, and on the whole, it has looser family ties compared to the southern Italian
regions (Hofstede Insights, 2020b). Accordingly, young individuals are more prone to relocate
and be self-sufficient, and this is mirrored in the low young unemployment rate that the country
owns.

Besides, family ties are more intense in patriarchal societies where usually there is
a traditional division of roles between genders, and the main females' occupation is taking care
of the progeny. Continuing the comparison between Italy and the Netherlands, with the former
having overall stronger, and the latter laxer family liaisons, it is possible to access that Italy has
a score of 63 (over 100) in the gender equality index, while the Netherlands scores 72
(European Institute for Gender Equality, 2019). The gender equality index tells how far a
sovereign country of the European Community is from achieving a gender-equal society. The
closer is the score to 100, the more the country has reached the goal. The indexes’ difference
between Italy and the Netherlands reflects the diversified family ties and confirms the idea that
stronger family networks are related to a more patriarchal society with a clearer distinction of
roles between genders.

Family ties also decrease geographical mobility (Daniele & Geys, 2016).
Nevertheless, this assumption is only partially correct. Undoubtedly in societies with strong
family bonds, people prefer to create networks and work with their relatives, rather than taking
the risk of moving in other cities or countries searching for better opportunities. However, this
phenomenon is also known as nepotism, and it is positively associated with geographical

mobility (Perotti et al., 2009). If employers prefer to hire family members or friends, for all the
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other candidates that do not have connections in their sector of expertise will be harder to find
a job, and they will emigrate elsewhere. In Italy, nepotism is principally present in the public
sector. During the Parentopoli's scandal in 2010, Rome's public transport company, ATAC,
was exposed for employing over 850 friends and relatives of the high directors (Zampano,
2017). All the constraints mentioned above created by family liaisons will obstruct economic
growth in both a macro-regional and firm-specific levels.

There is much literature investigating the relationship between family ties and a
firm's performance around the world; however, the verdicts are ambiguous and contrasting. As
aforesaid in the introductory chapter, Gallucci and D'Amato (2013) analyse the impact of
family ties on the financial profits of 114 wine businesses operating in Campania, a southern
region of Italy, during 2007 and 2010. Their findings report a U-shape relationship between
family power and revenues. Moreover, Herrero (2011) uses a stochastic frontier approach to
highlight the effects that family ties between and within managers and employees exert on
firms' efficiency. This study analysed 728 fishing firms operating in the Gibraltar Strait
between 1998 and 2006, and it finds conflicting results. Family ties in the management are
positively associated with the efficiency of firms, while family ties between employees do not
influence their efficiency. Furthermore, Robson et al. (2009) study the association between a
firm's specific characteristics and innovativeness of small-medium enterprises in Ghana. The
findings report a positive association between innovation and high profits, but a negative one
between family ties and firm performance. Indeed, family firms are less willing to make risky
investments, since they want to preserve the company for the future generations, and less
innovative since they prefer hiring family members and friends even if they have fewer skills
and competences. This evidence is additionally confirmed by Cucculelli and Micucci (2008),
who studied the relationship between legacy and economic performance within a sample of
Italian firms. The findings report a negative association between ownership's legacy and
financial performance. Finally, some researches allocate a positive linkage between family
ownership and financial performance. De Massis et al., (2015) shows evidence on 787 small-
medium enterprises that the relationship between a firm's performance and family leadership
has an inverted U-shaped form, and ownership dispersion among family members negatively
influence the financial performance of companies. This result is also supported by the findings
of Filser et al., (2018), which investigates the association between family ties and
innovativeness of small-medium enterprises. The authors report that due to the emotional

attachment of family members to the organisation, and the renewal of family bonds through
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intrafamily legacy, family-owned enterprises will positively influence the innovative activities
undertaken by the business.

In this research, the belief that family ties hamper the economic performance of
organisations is pursued. In effect, family-owned enterprises will be less prone to undertake
innovative activities and employ outsiders with different skills and expertise. Accordingly:

Hypothesis 2a:
"Firms with stronger family ties will have lower financial performance".

Moreover, companies located in societies with stronger family ties, as the southern
regions of Italy, will be less willing to have women in the top management due to the high
degree of masculinity. Effectively, the aforesaid comparison between the Gender Equality
indexes in Italy and the Netherlands shows that institutions with stronger family liaisons tend
to higher gender inequality. Therefore, an association with Hypothesis 1 is expected, and
family-owned firms will have a lower percentage of women in top management. Considering
this:

Hypothesis 2b:
"Firms with a lower percentage of women in the top management and looser family ties will

have a lower financial performance”.

2.3 Cultural Divergencies Across the Nation

The Italic peninsula has been divided into many microstates since the fall of the
Western Roman Empire. Even though in 1861 the eight States composing the peninsula were
unified under a unique central power, most cultural discrepancies have remained to shape the
image of two distinct “Italies”: The Industrialized North, and the rural Mezzogiorno.
Moreover, many foreign powers, such as the Kingdome of Spain, have conquered some areas
and impacted the prior culture. These two factors have contributed to creating profound culture
differences across regions, particularly between the North and the South. Culture does not
chase the borders drawn by ethnicity, language, and government forms (Luzzi, 2014). The
Italian population has its cultural divergences, described in a spectrum of regional variation of
values and lifestyles.

As aforementioned, in terms of gross domestic production, Italy is the eighth
country in the world and the third in the Eurozone (OECD, 2019). Nevertheless, most of the

industries are concentrate in the northern regions, where are located the headquarters of



16

enterprises, especially in the luxury and agri-food sectors, that possess the ownership
advantages of having global brands and international recognition. This firms' conglomeration
led to the desertification and the underdevelopment of the more southern areas, including both
central and southern regions (Kindleberger, 1965). Effectively, through the years, many people
have abandoned their birthplaces and migrated to the North, searching for better jobs and life's
quality. This condition is furthermore supported by Eurostat's (2018) data that indicates an
unemployment rate of 18% and 6.6% respectively in the southern and northern regions.

Albeit the common perception of South Italy is 'La Dolce Vita': beautiful artistic
cities, good food, and the dazzling Mediterranean Sea, life in that area is not simple, and the
reality generated an acceptance of poverty (Alampi Jr, 2007). Poverty, as well as inequality
and corruption, have become the norms. The acceptance of poverty and reliance on social
services is the principal reason for diversity and disintegration between the national population.
In the northern Italians, there is much resentment, they have felt the effect of higher taxes from
the abuse of social services by unemployed southern citizens and from the fiscal evasion which
is exceptionally high reflecting the corrupted society. Besides, the acceptance of poverty is the
primary cause of slow economic growth. Southern people are not motivated in changing and
improving, as they do not see any possibility for innovate and evolve.

Many researchers have reported that corruption has a significant negative impact
on the economic growth of a country (Lisciandra & Millemaci, 2017). Corruption reveals the
behaviour of an individual that for his interests does not fulfil his social obligations, and it
reflects the existence of formal institutional voids, which imply the underdevelopment or
absence of institutions monitoring the socio-economic environments (Philp, 2016; Khanna &
Palepu, 2010). The presence of institutional voids operates as a constrains for businesses'
operations. The level of corruption is heterogeneous across the Italian peninsula, and it reaches
a peak in the southern regions. Overall corrupted politicians are negatively influencing the
development of southern enterprises. Frequently, corrupted politicians support through
financial aids and specific policies some influential citizens and businesses which will, in
return, give them electoral support. This mechanism goes against the small and local firms that,

not serving the purposes of corrupt politicians, are left behind (Del Monte & Papagni, 2007).
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As mentioned in the introductory section, this paper explicitly tries to fill in the gap
in the literature regarding the Italian wine activity by considering all Italian regions and
observing the influence that culture has on the financial performance of these specialised
enterprises. Indeed, the wine industry choice allows investigating the cultural discrepancies
present in the twenty regions of Italy since wine is manufactured in all areas of the Peninsula,
with Veneto being the most productive region with 11,33 thousand of hectolitres and Aosta
Valley the least with 19 thousand hectolitres produced in 2019 (ISTAT, 2019a). Graph 2 below
reports the volume, expressed in thousands of hectolitres®, of wine production by regions.

GRAPH 2. WINE PRODUCTION BY REGIONS (ISTAT,
2019A)
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Additionally, Italy is ranked as the second country for exports of wine, following France
and followed by Spain. In effect, 19.6% of global wine exporters originate from Italy (Statista,
2019). Graph 3 reveals the wine export share yield by the regions (ISTAT, 2019). The first
region for exports of wine is VVeneto, a northern region, followed by Piedmont, another northern

region, and Tuscany, a central region, that holds 18% of the national exports of wine.

GRAPH 3. WINE EXPORTS (ISTAT, 2019)
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5 One hectolitre corresponds to one hundred litres.
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Summing up, Italy is a very diversified country. Culture and traditions change
across regions. The northern part of the country is the most productive part, where corruption
is at the lowest level, and the infrastructures are more developed.

Accordingly, the economic performance of wine-making companies should be
higher in the northern regions compared to the central and southern regions. In other words,
the more in the South is an enterprise located, the worse its financial performance should be.
Consequently:

Hypothesis 3a:
"Companies located in the northern regions have a higher financial performance than

companies located in more southern regions".

Furthermore, as mentioned in Section 2.2, the northern regions report a lower score
on the individualism index, which indicates looser family networks. Bearing in mind that
stronger family ties are linked to a worsened financial performance since family-owned
enterprises are less willing to undertake innovative activities and having heterogeneous
employees with different skills and capabilities, the following moderating hypothesis has been
formulated:

Hypothesis 3b:
"Companies with looser family ties and located in the northern regions will have a higher

financial performance”.

Finally, as aforesaid in Section 2.2, laxer family ties are associated with a smaller
gender gap and a higher presence of women in the labour markets. Consequently, firms located
in the North are expected to have more women in the top management compared to central and
southern companies. Considering this:

Hypothesis 3c:
"Companies with a higher percentage of women in the top management and located in the

northern regions will have a higher financial performance”.

3. Sample and Variables
3.1 Sample Selection

Orbis's Database provided the data and sample (Orbis, 2020). The original Dataset
includes 2031 private firms occupied in the production of wine from all twenty Italian regions.
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The original sample dropped the organisations which did not have the last information update
in 2018, and the number of companies decreased to 1085. Subsequently, the firms which did
not refresh their BvD index in 2016 were eliminated obtaining a sample of 583 enterprises.
Ultimately, the organisations with completely missing information regarding the dependent or
independent variables have been excluded. After all those deductions, this paper uses a final
sample made of 503 businesses. The research'’s timeframe runs from 2014 to 2018. This period
allows to leave out the sovereign debt crisis, 2011/2012, which has hugely damaged the Italian,
and European activities. Therefore, this is an analysis of the ex-post economic conditions of
organisations belonging to one of the countries that have been most hurt by the financial and
sovereign debt crisis. The investigation terminates in 2018 since in Orbis for most companies
there were no available data regarding the year 2019. By multiplying the number of companies
for the years, a total sample of 2,168 observations is obtained. Indeed, some data are
sporadically missing. Table 15 in Appendix A indicates the sources and gives an accurate

interpretation of the variables.

3.2 Independent Variables

The Orbis Database provides information regarding the presence and the number of
women in the top management. The figures were modified to display the percentage of women
in the top management. Orbis Database reveals the accurate hiring and firing date® of each
manager, but the analysis considers only the years, to have more comparable data. The variable
representing the number of women has been transformed in percentage for each year of the
analysis by dividing the number of women who were stakeholder or managers for the total
amount of managers and stakeholders present within the companies, the variable has been
called % Women.

Furthermore, the independence indicator (BvD) delineates the degree of family ties
within different companies (Surrucco & Costanzo, 2013). The BvD (Table 1) gives a score,
which ranges from A to D and U, to explain how concentrated are power and shares in a
company. On the base of Table 1, to each BvD index has been assigned a percentage of
ownership concentration (Table 2). The following percentage has then been associated with the
different enterprises correspondingly to their BvD value, and the variable % Ownership

Concentration was generated accordingly. A BvD equal to “U” implies that the independence

6 day/month/year.
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situation is unknown; therefore, the companies with this score are not taken into account for
the empirical investigation. The BvD index is not available for each of the five years of the
research, but for most enterprises, it is available only for the year 2016. Therefore, to be able
to continue this study, the assumption of stability of the BvD index and family ownership
through the years must be made. This data void does not necessarily constrain the analysis; in
fact, according to La Porta et al., (1999) ownership stakes of the most substantial stakeholders
tend to remain constant over time. Nevertheless, for robustness checks, the variable %
Managers also Stakeholders is acknowledged. This variable represents the number of
managers who also possess stakes within the companies, and it has been transformed in
percentage by dividing the number of managers who are also stakeholders for the total amount
of managers and stakeholders between 2014 to 2018 (Marinova et al., 2016).

The enterprises, moreover, were divided into three groups accordingly to the region
where they belong to verify the third hypothesis. The study assumes that the firms have not
changed location and region of their headquarters through the years. On Orbis, it was possible
to visualise the regions where each company resides. The regions have been divided
accordingly to Istat (2020); Table 3 shows the classification, which is furthermore confirmed
by a Eurostat report (2010). Consequently, since the nominal variable "Regions" has more than
two levels, two dummy variables have been generated. The first variable Centre has value 1 if
an organisation is in a central region, or value O if the enterprise is in the North or the South.
The second variable South has value 1 if a firm is located in the South and 0 otherwise. The
companies in the northern regions are the reference group, in this way, it is possible to observe
whether being collocated in a northern area brings higher financial gains than being in a central

or southern one.
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Table 1. BvD Indicator

BvD Ownership Description Further Classifications
Concentration
A Low Independent Companies. No shareholder has A+: 6 or more identified
more than 25% of direct or total ownership. shareholders.

B Medium-Low

C Medium-High

D High

U Unknown

A: 4 or 5 identified
shareholders.
A-:1to 3 identified
shareholders.

No shareholder has over 50% of direct or total B+, B, B- is allocated with the

ownership. There are shareholders with more same criteria as the above
than 25% of ownership. section.
A known shareholder with a calculated total of C+ is given when the sum of
50% of ownership. direct ownership percentage is

50.01% or higher.
One shareholder has more than 50% of direct
ownership.
For companies than do not fall in the previous
classifications.

Table 2. % Ownership Concentration

BvD score. Percentage of ownership
concentration.

A+ 12.5%

A 12.5%

A- 12.5%

B+ 37.5%

B 37.5%

B- 37.5%

C+ 50%

C 50%

D 75%

) unknown

Table 3. Regional Classification (ISTAT, 2020).

Region typology Regions Names No. Firms
North Aosta Valley, Lombardy, Trentino-Alto Adige, Friuli- 221
Venezia Giulia, Piedmont, Liguria, Veneto, and Emilia-
Romagna.
Centre Tuscany, Marche, Umbria, and Latium. 53
South Abruzzo, Molise, Campania, Puglia, Basilicata, Calabria, 229

Sicily, and Sardinia.
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3.3 Dependent Variables

The dependent variable is the financial performance of companies. The EBIT
(Earnings Before Interest and Taxes) from 2014 to 2018 allows possessing data on the
businesses' performance, and it is the primary dependent variable. The paper employs
additional financial indices such as ROA (return on assets), EBITDA (earnings before interest
taxes and amortisations), and Net Operating Profits for robustness checks. In the 503
companies composing the research's sample, some information concerning the dependent and
independent variables were missing. The dependent variables were scaled by diving their
values for the total assets owned by the enterprises in the five years of the analysis. The scaling
procedure is essential to allow a comparison between companies that have different
dimensions. If the owner is a business, the total assets represent, for example, the cash,
goodwill, intangible assets, marketable securities. The choice of the proxies for robustness
checks finds theoretical support. Watson (2002) compares the performance of females and
males owned organisations; the author uses the ROA as a proxy for the enterprises' financial
performance. The ROA (Returns on Assets) is a percentage which shows how profitable are
the assets of a company. Furthermore, the validity and efficiency of the EBITDA (Earnings
Before Interests, Taxes, Depreciation, and Amortisation) as an approximation for the financial
performance has been recently studied and approved by many researchers (Francis et al., 2003;
Verriest et al., 2018). Finally, the Net Operating Profits are also used to robustness checks
since Bacidore et al. (1997) declared it to be one of the best measures for businesses

performance.

3.4 Control Variables

A control variable is an element that remains constant during an experiment, and
this motionless allows to avoid biases, test, and compare the elements of the analysis. The
following are the control variables chosen for this empirical analysis. The study controls the
country of origin and the industry type by making sure that all companies are Italian and
transform grapes into wine. Precisely, to control for the industry effects, the Dataset

incorporates the NACE code’. These two control variables, however, were not incorporated in

7 The NACE code from French “Nomenclature statistique des activités économiques dans la Communauté
européenne” is a classification system used to synthesise and uniform the definitions of the economical /industrial activities in

the sovereign states.
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the regression models. The values are equal for all companies so they would not have impacted

the results; therefore, they can be omitted.

Moreover, the model controls for the firms' ages and sizes to see if they influence
financial performance. The paper observes the firm sizes by analysing the revenues from sales
and the number of employees from 2014 to 2018 (Maury, 2006). The variable Revenues from
Sales refers to the total amount of returns obtained from sales with an economic value which
yield benefit overtime to the owners, this variable together with the No. Employees have been
used as a proxy for firm sizes (Dang & Yang, 2018). To decrease its standard deviation, the

variable Revenues from Sales was transformed into a logarithmic variable.

The article monitors the enterprises' Age by calculating how old the companies were

during the years of the inspection.

Besides, the current status, activity or passivity, is studied throughout the creation
of a dummy variable Firms’ Status which gives value 1 if the company was active and value 0
if the company was not working anymore in 2018 because it has either lapsed or retired. For
the companies which had missing information regarding their current status, it was assumed

that they were still active, by filtering in Orbis the active firms and comparing the results.

The juridical form of organisations is also controlled. This nominal variable had
three levels; the companies selected possess three of the juridical forms included in Title V of
the fifth book of the Italian Civil Code: “societa per azioni”, ‘“societa a responsabilita
limitata ”, and “‘societa semplice 8. One of the main differences between those three juridical
forms relies on the degree of responsibility taken by each of the members. The regressions
model includes this information by adding two dummy variables. The first, Simple Partnership
Companies, gives value 1 if the company has a simple partnership and O if it is a joint-stock or
limited liability enterprise. The second, Limited Liability Companies, gives score 1 if the firm

has limited liability, and 0 if the opposite is exact.

No. Managers and Stakeholders indicate the total amount of managers on the
boards, and it considers both females and males.

Ultimately, other firms’ indexes were used as control variables, namely the
leverage, and the profit margin. The variable Leverage checks the health of a company (Maury,

2006). Indeed, it gives information regarding the number of debts contracted by a company to

8 English translations for these three juridical forms are: “joint-stock company”, “limited liability company”, and

“simple partnership company”, respectively.
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finance the assets’ purchase. On average, if a company scores a leverage value between 1 and

2, it means that it is in equilibrium between the borrowed and the risk capitals. On the contrary,

if a firm has leverage higher than 2, the ratio between the two capitals is unbalanced, and it has

a higher borrowed capital compared to the equity. The variable Margin of Profit, by dividing

the income by the revenues, provides information regarding the ability of a firm to make money

actively, and it is used by external creditors and investors, and by the companies themselves,

as indicators for the growth potential.

3.5 Statistics Description

Table 4. Statistics Description

Variable Obs. Mean Std. Dev. Min Max
Main Variables
EBIT 2,168 .0282345 .0854989 -1.031791 .6057237
% Women 2,168 .1905107 .3068546 0 1
Centre 2,168 1139299 3177994 0 1
South 2,168 425738 4945685 0 1
% Ownership Concentration 2,168 5595595 2164364 125 75
Control Variables
Age 2,168 23.32565 16.60611 0 90
Leverage 2,168 1.52488 1.859897 0 9.98
Margin of Profit 2,168 .0128367 .1390877 -1 .79
No. Managers and Stakeholders 2,168 4.006458 3.915107 0 33
Simple Partnership Companies 2,168 .0046125 0677745 0 1
Limited Liability Companies 2,168 .8639299 3429421 0 1
Firms’ Status 2,168 .9607934 194131 0 1
Log. Revenues from Sales 2,168 14.54847 1.925965 3.295837 19.18241
No. Employees 2,168 15.87731  30.93703 1 484
Moderating Variables
Centre*%Ownership Concentration 2,168 .0672855 .2005635 0 75
South*%O0wnership Concentration 2,168 .232184 .3065035 0 75
?Wome”*%o""“e“h'p 2168 1066586  .1874993 0 75
oncentration
%Women*Centre 2,168 .0248305 1335861 0 1
%Women*South 2,168 .0638437 .216517 0 1
Robustness checks

EBITDA 2,168 .0576249 .0841247 -.9289098 .6357599
ROA 2,168 .0199446 .0838577 -.89 .61
Net Operating Profits 2,168 .0098252 .0769299 -1.048128 .6523855
% Managers also Stakeholders 2,168 7162359 .33604 0 1

Notes: The variables EBIT, EBITDA, and Net Operating Profits have been scaled by dividing them by the total assets. This procedure

is necessary to allow a comparison between companies with different dimensions.

Table 4 presents a statistical description of the variables used in the analysis. It is

noteworthy that most variables originally possessed 2,515 observations; however, a few

variables had missing information- i.e. EBIT, Log. Revenues from Sales, No. Employees,

EBITDA, and Net Operating Profits. Consequently, the regressions are conducted on a smaller
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number of observations, precisely 2,168 to match all present values in the variables and avoid
mistakes or biases due to missing observations. The Standard Deviation (Std. Dev.) is a
measure of fluctuation. The Standard Deviation’s calculation in a sample provides information
regarding the volatility of data, and how much they differ from their mean value (Altman &
Bland, 2005). Most of the variables reported in Table 4 own a low standard deviation, this,
implies that values tend to be close to the mean, and there is not much dispersion. No.
Employees and Age have the highest Std. Dev. Since their values spread out a more extensive
range. A higher amount of Std. Dev does not automatically lead to an issue within the model.
Nevertheless, as mentioned above, the variable Revenues from Sales had an extremely high
power of Standard Deviation, and for this reason, it was transformed into a logarithmic
variable. As aforementioned, the leverage provides information regarding the financial health
of the firms. This variable’s mean has a value of 1.52. Thus, on average, the Italian wine-

making enterprises have a balanced ratio between the borrowed and the equity capitals.

3.6 Multicollinearity

Table 5. Multicollinearity Test

Variables VIF 1/VIE

Equation 1:
No. Managers and Stakeholders 1.86 0.536398
No. Employees 1.86 0.538089
Log. Revenues from Sales 1.77 0.563740
Limited Liability Companies 1.61 0.621230
Age 1.24 0.803366
Margin of Profit 1.06 0.940019
Simple Partnership Companies 1.06 0.947414
Leverage 1.02 0.983375
%Women 1.01 0.990709
Firms’ Status 1.01 0.991272
Mean VIF 1.35

Equation 2a:
% Ownership Concentration 1.07 0.938930
Mean VIF 1.36

Equation 3a:
South 1.45 0.689891
Centre 1.15 0.867434
Mean VIF 1.40

Notes: The values of the control variables have been reported only for Equation 1. The

values remained similar in the other equations.

The VIF Test checks whether the model suffers from multicollinearity.

Multicollinearity implies that the explanatory variables are correlated to each other.
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Multicollinearity is problematic since the explanatory variables should be independent, and a
strong correlation between them can alter the results and the adequacy of the model. The VIF
test has been conducted on the main equations, using the EBIT as the dependent variable. The
results are reported in Table 5 above. Hair et al., (1995) establish a limit of VIF>10 for the
acceptance of the model, whereas a more recent work (Hair et al., 2010) lowers the threshold
to VIF>5 and inverse VIF<0.20. Table 5 shows the results of the Multicollinearity Test applied
to the three main equations of this research analysis, that do not incorporate moderating effects.
For equation (1), Table 5 gives the VIF values of both the independent and the control variables.
This equation is not biased by multicollinearity; in fact, all VIF’s values are above 5, and all
inverse VIF’s values are above 0.20. For the other equations, the outcomes of the control
variables are not reported since they were similar to the ones of Equation (1). All values of the
VIF for the control variables were significantly below 5 manifesting the absence of association

between them.

Table 5 does not report the values for shows equations (2a, 3a, and 3c) since these
equations contain interaction terms, therefore the VIF values would be biased by them. In
effect, the test conducted on these equations showed that some VIF and inverse VIF values
exceed the threshold limits. Nevertheless, in both equations, the high values of the VIF might
not be a signal of association between the variables. Indeed, these equations contain interaction
terms, and many researchers have investigated the effects of interaction terms on VIF values.
Disatnik and Sivan (2016) define the multicollinearity present in moderated regression analyses
as an “illusion”. The authors claim that the multicollinearity between the product terms and
the independent variables is not a problem in moderated regression analyses since this
multicollinearity neither inflates the standard errors nor affects the 5 coefficients. However, it
is only a matter of interval scaling. Furthermore, Shieh (2010) explores the effects of
multicollinearity on the understanding of moderator relationships. The results suggest that
multicollinearity is yet beneficial and yields a deeper understanding of the intercorrelation
between interaction variables. Accordingly, the slightly high VIF values in equations (2b, and

3b) are not problematic.
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4. Empirical Model

4.1 Equations Development

Equation (1) tests hypotheses 1:

1) FinancialPerformance; = Bo + fy * Y%oWomen;, + Bj4q * Z?zl Controls;; + a; + uje

The dependent variable, EBIT, represents the performance of firms. It has been
scaled by dividing it by the total assets. As aforesaid, the total assets symbolise, for example,
the cash, goodwill, intangible assets, and marketable securities held by a company. % Women
speaks for the percentage of women in top management. In the Equation above, Controls is a
macro variable which includes the control ones. This latter variable incorporates Log.
Revenues from Sales and No. Employees to control for the organisations’ sizes, Age to monitor
the ages of the enterprises, Firms’ Status to test if a firm is active or not, Simple Partnership
and Limited Liability to verify the juridical forms, Leverage for the financial health of the
companies, Margin of Profit for the potential growth, and No. Managers and Stakeholders to
control the board’s composition. Precisely, No. Managers and Stakeholders show the number
of people present on the boards, including both females and males. t and i represent the time
(2014-2018) and the number of observations (2,168), respectively. Furthermore, ai and uit
indicate the complex error term which characterised longitudinal regressions. The analysis’s

results are obtained using a panel data regression model from 2014 to 2018.

Equation (2a) tests hypotheses 2a:

2.a) FinancialPerformance;, = By + 1 %0wnershipConcentration;; + Bj;q *
Z?zl Controls; + ajr + uy

% Ownership Concentration is the principal independent variable and the object of
analysis of Equation (2). This Equation verifies Hypothesis 2a. The variable Controls contains
the same control variables delineated for Equation (1)°. Furthermore, to test hypothesis 2b,
Equation (2a) is adjusted with the inclusion of the interaction term between gender diversity,

%Women, and family ties, % Ownership Concentration, obtaining:

9 The same is true for the other equations (2b, 3a, 3b, and 3c).
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Equation (2b) to check hypothesis 2b:

2.b) FinancialPerformance;; = 8y + 1 %0wnershipConcentration;; + f,%Women *
%O0wnership Concentration + B3%Women + B, * Z?zl Controls;; + a; + uy;

Equation (3a) verifies hypotheses 3a:

3.a) FinancialPer formance;; = By + 1 * Centredummyit + BZSOuthdummyit + Bjs1 *

?:1 Controls;; + oy + uye

The object of study is the categorical variables Centre and South which allow an
investigation of regional divergences across the Italic Peninsula. Equation (3a) is modified with
the incorporation of interaction terms to verify hypothesis 3b and 3c. Precisely, four moderating

terms are included, and the following Equations (3b, and 3c) are obtained:

Equation (3b):

3.b) FinancialPerformance;; = By + 1 * C entregummy,;, + ﬁzSouthdummyit +

B3 Centre * % Ownership Concentration + B, South * %Ownership Concentration +
Bs%Ownership Concentration + Bj,q * Z?=1 Controls; + ay + uy

Equation (3c):

3.c¢) FinancialPerformance;; = o+ 1 * C entregummy,;, + ,BZSouthdummyit

+p3 Centre * % Women + B, South * %Women + ps%Women + Bj, 1 *
219-21 Controls; + ajr + uy;

4.2 Model

In the panel data analysis, there are many estimators. The four main ones are the
Pooled OLS, the First Difference (F.D.), the Fixed Effects (F.E.), and the Random Effects
(R.E.). Each of those brings benefits, as well as disadvantages to the study (Hsiao, 2014). The
Pooled OLS allows to study the relationship between all variables incorporated in the model,
also the time-unvarying ones, but it loses the time effects since it observes the situation in a
fragment of time. Both the first difference and the fixed effects estimators do not enable

examining time constant variables, which result to be omitted from the model. The Random
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Effects estimator permits to both conserve the time-unvarying variables and the time
dimension. This thesis investigates six equations, including the ones with the moderating
effects, which incorporates some time consistent variables- i.e. Centre, South, Firms’ Status,
Simple Partnership Companies, and Limited Liability Companies. Therefore, the First
Difference and the Fixed Effects estimators have been excluded, and the equations are
regressed by using primarily the Random Effects Model, and Pooled OLS for robustness
checks. The former estimator allows investigating the relationship between the time unvarying
and varying variables over the five years included in the analysis, while the latter provides
estimates in a specific fraction of time.

The validity and robustness of the models will be addressed as well and corrected
where necessary. In particular, the variable % Managers and Stakeholders, which indicates the
percentage of managers who also owns stakes within the organisations, will be used to deeper
investigate the relationship between family ties and firms’ performance and include a time
dimension since the variable % Ownership Concentration was assumed to be time unvarying.
Furthermore, the equations are also assessed by using different proxies for financial
performance, namely, ROA, EBITDA, and Net Operating Profits. Also, outliers and influential
cases are detected to examine if they bias the outcomes. Furthermore, the robustness checks
include forecasts made on the dependent and independent variables, to recuperate some missing
observations. Finally, this paper tests for many possible issues that could trigger the
regressions’ outcomes- i.e. multicollinearity, heteroskedasticity, and autocorrelation.
Multicollinearity has already been checked in section 3, and the test’s results gave enough

evidence to acknowledge that the explanatory variables are not correlated with each other.

5. Random Effects Model: Results

In this section, the research testes the six hypotheses adopting the Random Effects
Estimators. The main equations are the ones that use the EBIT as the dependent variable; the
first columns of the tables below give their outcomes. Nevertheless, other proxies for the firms’
financial performance are used, and the results are reported in columns two, three, and four.
Mainly, EBITDA, ROA, and Net Operating Profits substitute the EBIT for robustness checks.
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5.1 Hypothesis 1

Hypothesis 1 argues that: “Companies with a higher degree of women participation
in the top management will have a better financial performance .

Table 6 below provides the results of the Random Effects regressions applied on
Equation (1) to test for hypothesis 1. The four columns show the outcomes using different
dependent variables—namely, EBIT, EBITDA, ROA, and Net Operating Profits. The primary
dependent variable is EBIT; the others are used for robustness checks.

Table 6. Random Effects Model: Hypothesis 1

@) ) 3) (4)
Explanatory Variables EBIT EBITDA ROA Net Operating
Profits
% Women 0.00814 0.00556 0.00812 0.00821
(0.00645) (0.00675) (0.00644) (0.00588)
Age -0.000400***  -0.000387** -0.000344** -0.000229*
(0.000144) (0.000153) (0.000145) (0.000128)
Leverage -0.00196** -0.00202** -0.00314*** -0.00138*
(0.000883) (0.000897) (0.000866) (0.000836)
Margin of Profit 0.287*** 0.256*** 0.256*** 0.246***
(0.0110) (0.0110) (0.0107) (0.0105)
No. Managers and Stakeholders -0.00102* -0.000918 -0.000908 -0.000449
(0.000564) (0.000573) (0.000553) (0.000534)
Simple Partnership Companies -0.00339 5.44e-05 -0.00421 -0.00379
(0.0331) (0.0353) (0.0334) (0.0295)
Limited Liability Companies -0.00225 0.00403 0.000402 -0.000949
(0.00778) (0.00826) (0.00783) (0.00699)
Firms’ Status 0.00303 0.00396 0.00421 0.00395
(0.0113) (0.0121) (0.0114) (0.0101)
Log. Revenues from Sales 0.0119*** 0.0129*** 0.0124*** 0.00905***
(0.00131) (0.00137) (0.00131) (0.00120)
No. Employees -0.000165**  -0.000168** -0.000145** -0.000148**
(7.48e-05) (7.65e-05) (7.36e-05) (7.02e-05)
Constant -0.132*** -0.122%** -0.150*** -0.117%**
(0.0240) (0.0253) (0.0241) (0.0217)
Observations 2,168 2,168 2,168 2,168
R-squared 39.95% 35.89% 38.97% 34.11%

Notes: Standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1

Hypothesis 1 is not empirically supported. Therefore, between 2014 and 2018 a
higher percentage of women in the top management is not linked with higher financial profits
for companies occupied in the transformation of grapes into wine in the Italic Peninsula. In

effect, the coefficient of the variable % Women is positive and insignificant in all four
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equations, implying that no matter which proxy is used to represent the financial profits, the
percentage of women will not have an impact on it. The R-squared for the four equations lays
around 40%; this indicates that the explanatory variables used can explain around 40% of the
variations of the dependent variables (EBIT, EBITDA, ROA, and Net Operating Profits). The
variables EBIT, EBITDA, Net Operating Profits, and Revenues from Sales have been scaled by
dividing them by the total assets owned by the companies. This result is in line with the Agency
Theory mentioned in Section 2. The latter claims that it does not matter if the boards of directors
are formed by a homogeneous or heterogeneous group of managers, in terms of gender, race,
culture, and backgrounds; what matters to increase the financial performance of enterprises is
that the managers can establish a well-defined corporate strategy that succeeds in limiting the
moral hazards of the other employees. The Agency Theory is based on the idea that in every
company, the principals, in this case, the managers, hire other people, the agents, and delegate
part of the authority and responsibility to them. However, since the principals and the agents
usually have different interests, the principals need to be capable of establishing a strong and

healthy corporate governance to make sure that the firm keeps growing and prospering.

5.2 Hypotheses 2a and 2b

Hypothesis 2a declares that: “Firms with stronger family ties will have lower
financial performance .

Table 7 shows the results for Equation (2a) whose aim is to verify hypothesis 2a
applied to the four different dependent variables that explain the financial performance. This
model uses a time un-varying variable, % Ownership Concentration, as a proxy for family ties.
As mentioned in Section 3, the results might be biased by the fact that this explanatory variable
is time constant, and it is assumed that the family ties remained unchanged between 2014 and
2018. For this reason, in Section 6, hypotheses 2a, 2b, and 3b will be verified by using a
different proxy for family ties which allows seeing the fluctuations over time.
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@) ) 3) (4)
Explanatory Variables EBIT EBITDA ROA Net Op. Profits
% Ownership Concentration -0.00229 0.00142 -0.00522 -0.00382
(0.0103) (0.0109) (0.0103) (0.00917)
Age -0.000402*** -0.000382** -0.000352** -0.000234*
(0.000146) (0.000155) (0.000147) (0.000130)
Leverage -0.00199** -0.00205** -0.00316*** -0.00141*
(0.000884) (0.000897) (0.000866) (0.000837)
Margin of Profit 0.287*** 0.256*** 0.256*** 0.246***
(0.0110) (0.0110) (0.0107) (0.0105)
No. Managers and Stakeholders -0.000987* -0.000893 -0.000877 -0.000422
(0.000564) (0.000573) (0.000553) (0.000534)
Simple Partnership Companies -0.00506 0.000103 -0.00707 -0.00608
(0.0334) (0.0356) (0.0337) (0.0298)
Limited Liability Companies -0.00208 0.00423 0.000492 -0.000839
(0.00781) (0.00827) (0.00785) (0.00701)
Firms’ Status 0.00344 0.00427 0.00459 0.00435
(0.0113) (0.0121) (0.0114) (0.0101)
Log. Revenues from Sales 0.0119*** 0.0128*** 0.0124%** 0.00900***
(0.00132) (0.00137) (0.00131) (0.00121)
No. Employees -0.000167** -0.000170** -0.000145** -0.000148**
(7.50e-05) (7.66e-05) (7.38e-05) (7.04e-05)
Constant -0.129*** -0.122*** -0.146*** -0.113***
(0.0247) (0.0260) (0.0247) (0.0223)
Observations 2,168 2,168 2,168 2,168
R-Squared 39.85% 35.83% 38.87% 34.03%

Notes: Standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1

The Control Variables have not been included in the Table for space reasons.

Hypothesis 2a is not supported empirically. The coefficients of the variable %

Ownership Concentration used as a proxy for family ties, are negative, indicating a negative
relationship between strong family ownership and performance when the financial
performance is represented by the EBIT, the ROA, and the Net Operating Profits, meanwhile
the coefficients becomes positive when the dependent variables are the EBITDA. A positive
coefficient suggests a direct relationship between the variable, so when one increases, the other
does the same. Nevertheless, the coefficients in all four models are insignificant. Therefore, the
effect of family ownership, represented by % Ownership Concentration is statistically equal to
zero. It does not matter which proxy is used for the companies’ financial performance; the
independent variable does not influence the dependent ones. Besides, as reported in Table 7
above, the R-Squared is around 40% in all four equations. This implies that the explanatory
variables, independent and control, are able to explain around 40% of the variations of the

dependent variables.
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Hypothesis 2b advocates that: “Firms with a lower percentage of women in the top
management and looser family ties will have a lower financial performance ”.

Table 8 presents the results for hypothesis 2b using the four proxies for financial
performance. Equation (2b) includes an interaction term % Women * % Ownership
Concentration to observe the moderating effects explicated in hypothesis 2b. The interaction
variable has not been centred since this procedure is not required or suggested when most data
have a value of 0, like in this case. Notwithstanding, a Random Effects regression was made
using the centred variable for the interaction term between women participation and family
concentration to test the previous assumption. The outcome showed that the two models, with

and without the centred interaction term, were equivalent; therefore, the latter has not been

reported.
Table 8. Random Effects Model: Hypothesis 2b
1) ) ®) (4)
Explanatory Variables EBIT EBITDA ROA Net Op. Profits

% Ownership Concentration -0.000733 0.00534 -0.00500 -0.00222

(0.0116) (0.0123) (0.0117) (0.0104)
% Women 0.0135 0.0183 0.00931 0.0137

(0.0186) (0.0194) (0.0185) (0.0169)
% Women*%Ownership -0.00954 -0.0225 -0.00203 -0.00975
Concentration

(0.0308) (0.0321) (0.0307) (0.0281)
Constant -0.132%** -0.125%** -0.148%*** -0.116***

(0.0249) (0.0262) (0.0249) (0.0225)
Observations 2,168 2,168 2,168 2,168
R-Squared 39.96% 35.99% 38.96% 34.13%

Notes: Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Control Variables have not been reported due to space limitations.

Hypothesis 2b does not find empirical support. Indeed, the coefficients of the
interaction term are negative for all four models approving an inverse relationship between
women presence and family ties and entailing that if the percentage of women increases within
a firm than the percentage of family ownership decreases and vice versa. Notwithstanding, the
interaction variable is insignificant for all four proxies of the dependent variables. Therefore,
no matter how financial performance is approximated, hypothesis 2b does not find empirical
evidence. Moreover, when including the moderating variable in the models, the coefficients of
the variable % Ownership Concentration remains of the same signs as mentioned for

hypothesis 2a, and the variable endures being insignificant for all four models. Finally, the
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proxy for women participation, %Women, has a positive coefficient, and it is significant for all

four proxies of financial performance.

5.3 Hypotheses 3a, 3b, and 3c

Hypothesis 3a asserts that: “Companies located in the northern regions have a
higher financial performance than companies located in more southern regions .

Table 9 below manifests the results for this hypothesis on the EBIT (main dependent
variable), EBITDA, ROA, and Net Operating Profits. As mentioned before, the latter three
proxies of the financial performance are used for robustness checks. The dummy variables

Centre and South test the hypothesis. The firms belonging to a northern region are the reference
group.

Table 9. Random Effects Model: Hypothesis 3a

(1) ) @) (4)
Explanatory Variables EBIT EBITDA ROA Net Op. Profits
Centre 0.00440 -0.00188 0.00167 0.00219
(0.00728) (0.00779) (0.00735) (0.00649)
South -0.00969* -0.00721 -0.00844 -0.00925**
(0.00518) (0.00554) (0.00523) (0.00463)
Age -0.000470***  -0.000439***  -0.000403*** -0.000295**
(0.000148) (0.000158) (0.000149) (0.000132)
Leverage -0.00198** -0.00204** -0.00316*** -0.00141*
(0.000882) (0.000897) (0.000865) (0.000834)
Margin of Profit 0.288*** 0.257*** 0.257*** 0.247***
(0.0110) (0.0110) (0.0107) (0.0105)
No. Managers and Stakeholders -0.00101* -0.000910 -0.000896 -0.000450
(0.000563) (0.000573) (0.000552) (0.000533)
Simple Partnership Companies 0.00245 0.00382 0.000504 0.00155
(0.0331) (0.0355) (0.0334) (0.0295)
Limited Liability Companies -0.00218 0.00425 0.000572 -0.000909
(0.00775) (0.00826) (0.00781) (0.00696)
Firms’ Status 0.00272 0.00367 0.00398 0.00364
(0.0113) (0.0121) (0.0114) (0.0100)
Log. Revenues from Sales 0.0112*** 0.0123*** 0.0117*** 0.00831***
(0.00136) (0.00143) (0.00136) (0.00125)
No. Employees -0.000172** -0.000170** -0.000149** -0.000152**
Simple Partnership Companies (7.47e-05) (7.66e-05) (7.36e-05) (7.01e-05)
Constant -0.114*** -0.108*** -0.134*** -0.0996***
(0.0256) (0.0271) (0.0257) (0.0232)
Observations 2,168 2,168 2,168 2,168
R-Squared 40.20% 35.95% 39.12% 34.35%

Notes: Standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1

Control Variables have not been reported due to space limitations
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On the one hand, the coefficients’ signs of the variable Centre follow the assumption
of hypothesis 3a only when the model implements the EBITDA as the dependent variable. In
fact, in the latter case, the coefficient’s sign is negative suggesting that the central enterprises
have a lower return on EBITDA compared to businesses in the North. However, when the
equations utilise the EBIT, ROA, and Net Operating Profits, the signs of the coefficients are
positive and move against the assumption of hypothesis 3a. The variable Centre, moreover, is
statistically insignificant for all dependent variables. Consequently, the effects of belonging to
a central region on the financial performance of wine-making Italian organisations is
statistically equal to zero, and this explanatory variable does not impact the dependent one. On
the other hand, the variables South carries negative coefficients in all four models; thus,
confirming the theory advocating that firms in the South have fewer profits than companies in
the North. The variable is statistically significant when the financial performance is represented
by the EBIT, and Net Operating Profits. In conclusion, hypothesis 3a is only partially
supported. In particular, the empirical analysis confirms the assumption that southern firms
have fewer financial performances than northern firms when either the EBIT or Net Operating
Profits symbolise the financial profits of the enterprises. This outcome reflects the industry
choice. In effect, between the central regions of Italy, there are Tuscany and Umbria, which are
two of the most critical areas for the wine’s production, and exports. In fact, as Graph 3 in
Section 2.3 reports, Tuscany is the third regions for exports of wine around the world.
Consequently, it does not come with the surprise that the assumption of higher performance
from northern companies compared with central ones is not supported.

Hypothesis 3b acknowledges that: “Companies with looser family ties and located
in the northern regions will have a higher financial performance .

Table 10 reports the results for hypothesis 3b for all four proxies of the dependent
variable. Equation (3a) was modified to test this hypothesis. In particular, two interaction terms
were added, namely Centre * % Ownership Concentration, that tests for the moderating effects
between belonging to a central region and the strength of family concentration, and South * %
Ownership Concentration, which checks the interaction effects between being in southern
areas and family ties. The two interaction variables have not been centred since when the

variables are categorical, this mechanism is neither suggested nor required.
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Table 10. Random Effects Model: Hypothesis 3b

1) ) ®) (4)
Explanatory Variables EBIT EBITDA ROA Net Op. Profits
Centre 0.00852 0.00436 0.00999 0.00616
(0.0214) (0.0229) (0.0216) (0.0191)
South -0.0112 -0.0103 -0.00356 -0.00882
(0.0130) (0.0139) (0.0131) (0.0116)
% Ownership Concentration -0.00463 -0.00116 -0.00104 -0.00432
(0.0154) (0.0165) (0.0156) (0.0138)
South*%Ownership Concentration 0.00241 0.00554 -0.00910 -0.00112
(0.0212) (0.0227) (0.0214) (0.0189)
Centre*%Ownership Concentration -0.00690 -0.0106 -0.0142 -0.00667
(0.0344) (0.0368) (0.0348) (0.0307)
Constant -0.111%** -0.107*** -0.134*** -0.0968***
(0.0276) (0.0292) (0.0277) (0.0249)
Observations 2,168 2,168 2,168 2,168
R-squared 40.19% 35.97% 39.11% 34.35%

Notes: Standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1
Control Variables have not been reported due to space limitations

Hypothesis 3b is not supported empirically. Indeed, the interactions variables are
not significant in all for models. Also, the explanatory variable Centre, South, and %
Ownership Concentration are insignificant in all models.

Hypothesis 3c claims that: “Companies with a higher percentage of women in the
top management and located in the northern regions will have a higher financial
performance ”.

Equation (3a) was adjusted by inserting two interaction terms, % Women * Centre
and % Women * South, to analyse the moderating effects. Table 11 reports the regressions’
outcomes. The interaction variables have not been centres since the mechanism is not required

for categorical variables.
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Table 11. Random Effects Model: Hypothesis 3¢

(1) (2) 3) 4
Explanatory Variables EBIT EBITDA ROA Net Op. Profits
%Women -0.00466 -0.00647 -0.00171 -0.00211
(0.0102) (0.0107) (0.0102) (0.00926)
Centre -0.000466 -0.00612 -0.00274 -0.00280
(0.00843) (0.00898) (0.00850) (0.00757)
South -0.0124** -0.0103 -0.0101* -0.0109**
(0.00585) (0.00624) (0.00590) (0.00525)
% Women*Centre 0.0224 0.0193 0.0203 0.0230
(0.0193) (0.0201) (0.0192) (0.0177)
% Women*South 0.0173 0.0181 0.0120 0.0116
(0.0141) (0.0148) (0.0141) (0.0128)
Constant -0.114*** -0.107*** -0.135*** -0.100***
(0.0258) (0.0273) (0.0259) (0.0234)
Observations 2,168 2,168 2,168 2,168
R-squared 40.39% 36.18% 39.25% 34.50%

Notes: Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Control Variables have not been reported due to space limitations

The coefficients of the interaction terms run against assumption 3c. Positive
coefficients suggest that firms located in both the Centre and the South of the Peninsula have
a higher percentage of women in the top management compared with northern enterprises.
Notwithstanding, the variables are not significant in any equation. When the model adds the
interaction terms, the variable Centre keeps remaining insignificant in all four equations. The
variable South, on the contrary, converge in being significant for all proxies of the financial
performance, except for EBITDA. Finally, the variable % Women endures being insignificant
in the four columns.

In conclusion, the Random Effects regressions implemented above support
empirically, but only partially only hypothesis 3a. Hypothesis 3a looks at the regional
divergences, and support the idea that businesses located in the North are more profitable than
the ones present in the Centre and the South. Indeed, the northern part of the peninsula is more
industrialised, unemployment, as well as corruption, are lower. Nevertheless, the empirical
analysis support only partially hypothesis 3a. It verifies that northern companies are more
profitable than southern ones; however, the same is not valid for central enterprises. The reason,
as aforesaid, could rely on the industry choice. In effect, some central regions, such as Tuscany,
yield considerable participation in the production and the exportation of wine. In this model,
hypothesis 1 together with the hypotheses 2a, 2b, 3b, and 3c do not find empirical support. The

variable % Ownership Concentration seems particularly problematic. The statistical
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insignificant of hypotheses 2a, 2b, and 3b might be connected to the variable choice. Therefore,

in Section 6, the regressions contain a different variable for family liaisons.
6. Robustness

6.1 Random Effects Model: Validity and Efficiency

To verify that the Random Effects model is more efficient than Fixed Effects model,
many researchers use the Hausman Test (Arellano 1991; 1993; Baltagi et al., 2003; Verbeek et
al., 1992). The estimates of the Hausman Test on this model equations reject the Null
Hypothesis (p-value 0.000) that the Random Effects model is better than the Fixed Effects
estimators. Nevertheless, in this paper, the Hausman Test cannot be implemented to choose
between the Random Effects and the Fixed Effects models. Indeed, the Hausman Test gives
accurate results only when the Random Effects and the Fixed Effects regressions use the same
variables. However, in this case, there are some explanatory and control variables which are
time consistent and are omitted from the Fixed Effects model; therefore, the two regressors
incorporate different variables, and the Hausman Test cannot be applied (Arellano & Bond,
1991). Therefore, the Fixed Effects regressor can be excluded a priori since it will lead to the
exclusion of all the time unvarying variables, and consequently, the omission of some
fundamental variables included in this research- i.e. Centre and South dummies which test the
effects of regional variations across the Italian wine-making enterprises.

Furthermore, a Random Effect Model produces inconsistent estimates when
individual-specific random effects are related to the regressors. To test the consistency of the
estimates, the Lagrange Multiplier Test is used. If the Null-Hypothesis is not rejected, then the
Pooled OLS model is to be preferred, and the Random Effect Model is inconsistent (Park,
2011). The score of the Breusch-Pagan Test rejects (p-value 0.000), for all equations, the
hypothesis that the Pooled OLS model is better than the Random Effects regression. Hence,

there is evidence to affirm that Random Effects is consistent.

6.2 Heteroskedasticity

The Random Effects regression analysis has also been implemented using robust
estimators to check and correct for heteroskedasticity. It is possible to conclude that the latter
is not an issue within this model since the two models provided similar results in terms of R-

squared (close to 40%), p-values, coefficient values and signs, and standard errors.
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6.3 Autocorrelation

The article also investigates the serial correlation in the idiosyncratic error term. A
serial correlation in the panel data models can bias the standard errors and make the results less
efficient. Wooldridge (2002) introduced a test for autocorrelation that can be used in both Fixed
and Random Effects panel models. The Null Hypothesis of this test is that there is no first-
order autocorrelation. The p-values for the six equations implemented in this research thesis
are higher than 0.10%, indicating that the test is insignificant and dismissing the possibility to
reject the Null Hypothesis. Accordingly, it is possible to assert that the data are not biased by
autocorrelation. Table 12 shows the results of the Wooldridge Test applied to the equations.

Table 12. Wooldridge Test for Autocorrelation in Panel Data
HO: No First-Order Autocorrelation

Hypothesis 1:
F (1, 436) = 2.533
Prob>F= 0.1122

Hypothesis 2a: Hypothesis 2b:

F(1,436) = 2515 F (1,436) = 2.545

Prob>F= 0.1135 Prob>F= 0.1114

Hypothesis 3a: Hypothesis 3b: Hypothesis 3c:

F (1, 436) = 2.515 F (1, 436) = 2515 F (1, 436) = 2515
Prob>F= 0.1135 Prob>F= 0.1135 Prob>F= 0.1135

6.4 Pooled OLS

Bearing in mind that the Breusch-Pagan Test’s result defends the superiority of the
Random Effects model over the Pooled OLS, the equations are also estimated by Pooled OLS
regression analysis to observe the relationship between the variables excluding the time
dimension and to focus on a fragment of time. In time-series cross-sectional data, usually, OLS
standard errors are incorrect unless there are no cluster effects (Vuko & Cular, 2014). Robust
standard errors should be implemented since they correct for cluster correlation and check for
heteroskedasticity. For these reasons, this paper uses the White standards errors that are robust
to within-cluster correlation. Besides, since this panel data set owns a higher amount of

companies compared to the time, to absorb the tempo effects, time dummies for each year have

10 Bearing in mind that for convention, it is possible to reject the Null Hypothesis when the p-value<0.05
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been generated. This approach permits to remove the correlation between observations of the
same period. The p-value (0.000) of the F-Test, computed for all equations, gives enough
evidence to acknowledge that the model fits well the data. Moreover, the F-statistic of the
models is significantly different from zero, indicating that the explanatory variables can explain
the variations in financial performance. The Adjusted R-squared is around 40% for all four
equations, indicating that variations of the independent variables can explain about 40% of the
variations in the EBIT.

One of the most exciting results of the robust Pooled OLS model is found in
hypothesis 1. As reported in Table 13 below, the variable % Women is positive and significant,
at a level of confidence of 99%, when the financial performance is represented by the EBIT,
ROA, and Net Operating Profits.

Table 13. Robust Pooled OLS: Hypothesis 1

@ ) ®) (4)

Explanatory Variables EBIT EBITDA ROA Net Op.Profits
%Women 0.00851* 0.00691 0.00775* 0.00719*

(0.00463) (0.00477) (0.00455) (0.00416)
Constant -0.124*** -0.107*** -0.137*** -0.109***

(0.0226) (0.0221) (0.0225) (0.0225)
Observations 2,168 2,168 2,168 2,168
R-squared 40.33% 36.34% 39.52% 34.31%

Notes: Robust standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1

Another remarkable result of the robust Pooled OLS regressions is found in
hypothesis 2b. This model supports the hypothesis. In effect, the coefficient of the moderating
term % Women * % Ownership Concentration is negative and significant at a level of
confidence of 95% for EBITDA as the dependent variable. The negative coefficient suggests
that when family ties increase, women participation decreases and vice vera. Thus, confirming
hypothesis 2b. When including the above-mentioned interaction term, the variable % Women
becomes statistically significant and positive for all proxies of the dependent variable
suggesting a positive association between gender diversity and financial performance. Finally,
the variable % Ownership Concentration also becomes statistically significant and positive for

EBITDA as the dependent variable. Table 14 below provides the results for hypothesis 2b.
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Table 14. Robust Pooled OLS: Hypothesis 2b

1) ) ®) (4)
Explanatory Variables EBIT EBITDA ROA Net Op. Profits

% Ownership Concentration 0.00591 0.0128* 0.00279 0.00235

(0.00768) (0.00759) (0.00727) (0.00747)
% Women * % Ownership -0.0242 -0.0454** -0.0201 -0.0192
Concentration

(0.0206) (0.0217) (0.0198) (0.0183)
% Women 0.0221* 0.0323** 0.0190* 0.0180*

(0.0113) (0.0126) (0.0109) (0.0106)
Constant -0.128*** -0.114*** -0.138*** -0.111***

(0.0227) (0.0225) (0.0227) (0.0227)
Observations 2,168 2,168 2,168 2,168
R-squared 40.36% 36.48% 39.54% 34.34%

Notes: Robust standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1

Additionally, a noteworthy result of the robust Pooled OLS regressions is found in
hypothesis 3c. In the Random Effects equations, the interaction variable % Women * South is
statistically insignificant for all proxies of the dependent variable. In the Pooled OLS model,
the moderating variable is positive and significant in all four equations. Nonetheless,
hypothesis 3c claims an inverse relationship between the percentage of women working in the
companies and belonging to a southern region. On the contrary, the signs of the coefficient are
positive, manifesting a direct linkage between the two variables. Consequently, the empirical

results do not support hypothesis 3c.

To summarise, Hypotheses 1, and 2b are empirically supported when a fraction of
time is observed. Hypothesis 1 associates a positive linkage between women participation in
the top management and companies’ financial performance. This assumption is based on a
well-establish theory, the Stakeholder Theory, which addresses the relationship between
gender diversity and profitability. The Stakeholder Theory, as mentioned in Section 2.1, argues
that giving prestigious positions to women is beneficial for the enterprises for two main
reasons. Firstly, having composite boards, in terms of gender, race, age, backgrounds, culture,
and religions enables the firms to be more flexible, dynamic, innovative, and to respond more
promptly to the exigencies of variegate clients’ segments. Secondly, women are more willing
to undertake CSR activities that boost the legitimacy and the acceptance of companies within
a society and enable them to prosper and survive. Hypothesis 2b claims that family ties and
gender diversity are inversely related. This assumption, as explained in Section 2.2, relies on

the research of Alesina and Giuliano (2010), who argue that fierce family allegiances diminish
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the labour participation of the young, the females, and the elderly constricting economic growth
and financial performance. De facto, family liaisons are more severe in patriarchal
communities characterised by a traditional gender division of roles, where women’ principal

duty is tending the progeny.

6.5 Outliers and Influential Cases

The regressions might be distorted by the influential cases, which are extreme
values of analysed variables that can alter the estimates of regression coefficients. In this
analysis, the influential cases have been calculated with two different mechanisms. First, the
notion of quartiles and the interquartile difference has been used to detect the strong outliers
which could trigger the weights of the regression and alter the results. An outlier is defined as
strong when: x < Q3+ 3*(Q3—Qq) or x = Q3+ 3 *(Q3z —Q,), where Qq is the first
quartile, Qs is the third quartile, and Qs-Qz is the interquartile difference (Capasso & Morale,
2013). After the elimination of the strong outliers, the Random Effects and the Pooled OLS
models have been estimated once more; however, by comparing the results of the regressions

with and without the strong outliers, the first one gave better estimates.
Second, Cook’s distance was adopted to determine influential cases. According to
Cook’s Distance, a value is considered influential when: D > % The influential cases have been

eliminated in groups, but the regressions resulted once more in being worst. Furthermore,
having checked that the outliers were not data entry errors and the estimates were inferior if
the outliers were excluded, there were no compelling reasons to eliminate those observations
from the analysis. Besides, many companies were already omitted due to the absence of
information. Therefore, to avoid a subsequent decrease in the sample size, and given the fact

that the models did not improve but worsen by excluding outliers, this study keeps them.

6.6 Forecasts

This section improves and audits the research’s results by adding the forecasts for
the missing data in both the descriptive and independent terms in the Random Effects and the
Robust Pooled OLS regressions. The forecasts have been made considering not only the firm’s
specific trends but also the Italian wine industry movements for each year included in the
analysis. Forecasts interest the independent variables, EBIT, EBITDA, ROA, and Net Operating

Profits, as well as the variable total assets used to scale the independent variables and allow a
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comparison between firms with different dimensions. Moreover, forecasts also concern some
control variables- i.e. the Revenues from Sales and the No. Employees. Using forecasts allows
gaining 276 observations that were missing in the previous model. The total number of
observations is currently 2,444. Most variables, considering the forecasts, owns 2,515
observations. Nevertheless, the transformation in logarithm, to reduce its standard deviation,
of the variable Revenues from Sales creates the loss of 71 observations. Contrarily to the
expectations, the model with forecasts yields worst results, in term of significance, compared
with the previous models. Accordingly, this paper does not report the outcomes.

6.7 Family Ties: A Time-Varying Variable

The principal variable used to inspect the effect of family ownership on the financial
performance of firms was a time unvarying variable calculated for all firms in the research in
the year 2016. According to La Porta et al., (1999) for the main stakeholders, ownership stakes,
tend to endure the same over the years; thus, this assumption of time consistency supports the
usage of the variable. However, it seems necessary to verify if the regressions’ results are
biased by it. For this reason, the variable % Managers also Stakeholders is applied for
robustness checks. This variable is a percentage calculated by diving the number of managers
who also possesses stakes by the total amount of managers and stakeholders. In this regression,

the forecasts have not been included; thus, the number of observations is 2,168.

In this section, hypotheses 2a, 2b, and 3b that include the observation of the effects
of family ties have been estimated using both the Random Effects and the Robust Pooled OLS
models. The Random Effects estimations do not provide different or exciting outcomes
compared to the previous models, which considered the time constant variable. On the contrary,
the Pooled OLS regressions suggest that the variable % Managers also Stakeholders influences
the dependent variable when the EBIT, the EBITDA, and the ROA represent the financial
performance. Indeed, the coefficients of the new variable are positive, and this runs against the
assumption of a negative relationship between family ties and financial performance.
Moreover, the variable is significant for EBIT, EBITDA, and ROA. The positive association
between family ties and companies’ achievements also meets theoretical support. This paper
promotes the branch of literature that claims an inverse link between family allegiance and

firms’ profits.
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Nevertheless, as Section 2.2 notifies, many studies aim at understanding this
relationship, and the results are ambiguous and contrasting. Some researchers advocate a
positive relationship. Notably, De Massis et al. (2015) reports that ownership dispersion within
companies negatively influences financial performance; the study is based on 787 SME.
Furthermore, Filser et al. (2018) also allocate a direct association between the two variables;
the paper argues that due to the emotional attachments of family members to the organization,
and the renewal of family bonds through intrafamily inheritance, family-owned enterprises will
be more willing to undertake innovative activities, which are positively connected to financial
performance. Contrarily to the previous assumptions, this thesis collocates itself among the
research that finds a positive and direct relationship between family liaisons and businesses’
profits.

The VIF test conducted on the robust Pooled OLS equations confirms the absence
of the multicollinearity issue when the regressions substitute the time consistent variable %

Ownership Concentration with the time changing variable % Managers also Stakeholders.

Appendix B provides a summary of the empirical results obtained through the
Random Effects and the Pooled OLS estimators. Table 16, present in Appendix B, shows
weather a variable is significant or insignificant, and if the coefficient sign supports the
correlated hypothesis. Table 16 allows to organize and summarize the research findings, and it

facilitates the reader.

7. Conclusion

The millennial sociocultural and economic relevance of wine consumption,
manufacturing, and trade inspired this research paper, which explores the relationship, and the
moderating effects, between the financial achievement and three firm’s specific characteristics:
the participation of women in the top management, the intensity of family liaisons, and the
cultural dimensions. The study considers 503 private companies engaged in transforming
grapes into wine dislocated in all twenty regions of Italy. The analysis uses panel data models,
and the timeframe runs from 2014 to 2018. The Earnings Before Interests and Taxes (EBIT)
speaks for the enterprises’ financial performance, together with the Earning Before Interests,
Taxes, Depreciation, and Amortisation (EBITDA), the Return on Assets (ROA), and Net
Operating Profits. The latter three indexes serve for robustness tests. The study uses the
Random Effects Model as the principal tool of investigation, and the Pooled OLS Regressors

for additional inspection.
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The empirical results do not support the assumption that a higher percentage of
women in the top management increases the firms’ profitability for all proxies of the financial
achievements in the Random Effects model, which considers the time dimension. This outcome
is associated with the Agency Theory, which claims that the anthropological heterogeneity
within the boards of directors does not matter for improving the financial performance of
companies, what matters is that the managers establish a healthy and strong corporate
governance to reduce the moral hazard of the employees. On the contrary, the empirical
analysis in the Pooled OLS regression, which observes a fraction of time, support the
hypothesis that a higher percentage of women in the top management boosts the financial
performance of enterprises for EBIT, ROA, and Net Operating Profits as proxies for the
dependent variable. This belief leans on the Stakeholder Theory, which associates a positive
linkage between women presence and companies’ profitability for a plethora of reasons- i.e.
women are more willing to undertake CSR activities which boost companies’ legitimacy and
profits, and a diversified board implies comprehensive perspectives, opinions, and deeper
understanding of the needs of employees and clients. Accordingly, hypothesis 1 is supported
when a portion of time is analysed, but not when the time dimension is considered into the

analysis.

This article hypothesised a negative association between family ties and financial
performance according to the idea that family-owned firms are less eager to launch innovative
activities since they want to preserve the business for future generations. Nevertheless, this
assumption does not find empirical support when the independent variable % Ownership
Concentration is used for all dependent variables’ proxies in both the Random Effects and
robust Pooled OLS models. On the contrary, when the variable % Managers and Stakeholders
surrogate the family ties, there is empirical evidence in the robust Pooled OLS Model to support
a positive association with profitability. This latter result, however, does not come with a
surprise. In effect, the prior literature, which tries to understand the effects of family networks,
uncovers various and heterogeneous outcomes. Furthermore, the moderating effects between
family liaisons and the presence of women, and the geographical locations are inspected. The
idea is that intensifier family ties are related to smaller participation of females since stronger
family liaisons are typical of masculine communities where there is a traditional distinction of
roles between genders. This hypothesis meets empirical support in the robust Pooled OLS

regression when the EBITDA represents financial performance. Moreover, those extra reliable
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family networks are characteristic of southern businesses since they are inserted in

collectivistic society; however, there is no empirical support for this interaction term.

Italy has been divided for centuries in multiple microstates, with some of them
being under foreign leadership. The consequence is a net cultural discrepancy between regions,
with an efficient and productive North, and less developed South. Basing on this axiom, this
paper assumes that firms located in the North possess higher profits than the companies in the
Centre and the South. This hypothesis finds empirical approbation for southern enterprises, but
not for central ones. The reason might rely on industry choice. In effect, between the central
regions, there is Tuscany, which is one of the leading areas in the manufacturing and
exportation of wine. Finally, this thesis studies two interaction effects concerning the
geographical location. The first one connects the physical location with the strength of family
ownership, and the second hypothesised that more southern businesses have fewer women
participation due to the masculine society. However, both moderating variables do not find
empirical support.

This paper contributes in many ways to increase the pre-existing literature that
investigate which factors increase the productivity of wine-making companies in Italy. First,
many studies circumscribe the investigation to some regions, while in this case, all twenty
regions are considered. Second, most researches analyse one firm’s specific aspect, but this
thesis considers three firms’ characteristics to observe the moderating effects as well. Third,
most analyses are made in the first few years of the XXI century. On the contrary, this paper
focus on the 2010s. Fourth, this thesis finds empirical support for the hypothesis that women
improve the profitability of wine-making companies from all over the Italic peninsula when
the time dimension is not included. Fifth, the negative relationship between female
participation and family ownership is confirmed. Sixth, this research supports the idea that
northern companies have higher financial performance compared to businesses located in the

southern areas.

8. Limitations and Future Researches

Despite the best efforts, this analysis is not short on limitations, that derive
principally from the methodology and the sample. From the initial data set of 2031 companies
engaged in the production on wine, the study drops many of them due to missing information;
this drastically reduces the number of observations with a possible consequence of having
limited achieved results especially with regards to the relationship between family ties and
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financial performance. Nevertheless, this latter issue might be caused not by a lack of
observations, yet from the variables’ choice. Furthermore, this thesis uses a condensed
timeframe of only five years. Finally, the disposable time to implement and conduct this
experiment was brief, constraining the possibility of deepening and extending the investigation.

This paper recommends future researches to enlarge the data set and the number of
firms in order to access more observations and gain a more transparent and complete picture
of reality. Besides, future studies should take a more extended timeframe and should try to use

different proxies to represent the family liaisons.
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Variables Names

Interpretation

Source

Independent Variables

% Women

% Ownership Concentration

% Managers also Stakeholders

It is computed by dividing the number of women who were stakeholder or
managers for the total amount of managers and stakeholders present within
the companies.

It represents how concentrated is power and stakes. It was estimated by
analysing the Independence Indicator (BvD) for each company.

It was processed by dividing the number of managers who were also
stakeholders. for the total amount of managers and stakeholders present
within the companies.

own estimation

own estimation

own estimation

South It is a dummy variable which shows whether a company is in the South or Orbis (2020)
not.
Centre It is a dummy variable which shows whether a company is in the Centre or Orbis (2020)
not.
Dependent Variables
EBIT It shows the Earning Before Interests, and Taxes. The variable was Orbis (2020)
scaled by dividing it for the total assets owned by a company.
EBITDA It indicates the Earning Before Interests, Taxes, Depreciation, and Orbis (2020)
Amortisation. The variable was scaled by dividing it for the total assets
owned by a company.
ROA Returns on Assets. It announces how profitable is a firm relatively to its total Orbis (2020)
assets.
Net Operating Profits Organization earning after the deduction of operating expenses. Orbis (2020)
Control Variables
Age Years of existence of the enterprises, calculated for each year of the analysis Orbis (2020) +
from the date of creation of the business. own estimation
Leverage It gives information regarding the amount of debts contracted by a company Orbis (2020)
to finance the purchase of assets.
Margin of Profits It provides information regarding the ability of a firm to actively make money Orbis (2020)
No. Managers and Stakeholders Total number of Managers and Stakeholders in the firms. Orbis (2020)
Simple Partnership Companies It is a dummy variable which provides knowledge of the juridical form of the Orbis (2020)
organizations according to the Title V of the fifth book of the Italian Civil
Code.
Limited Liability Companies It is a dummy variable which provides knowledge of the juridical form of the Orbis (2020)
organizations according to the Title V of the fifth book of the Italian Civil
Code.
Firms’ Status It is a dummy variable that advises whether a company is active or passive. Orbis (2020)
Log. Revenues from Sales Profits from the provision of services and the sale of good. Income that a Orbis (2020)
business has from its normal operations.
No. Employees Total number of people employed in the firms. Orbis (2020)

Notes: The moderating variables have not been included in this table for clarity reasons.
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Appendix B
Table 16. Summary Results
Random Effects Pooled OLS
Explanatory Variables EBIT EBITDA ROA Net EBIT EBITDA ROA Net
Operating Operating
Profits Profits

Hypothesis 1
%Women NO NO NO NO + NO + +
Hypothesis 2a
%Ownership Concentration NO NO NO NO NO NO NO NO
Hypothesis 2b
%Women NO NO NO NO + + + +
% Ownership Concentration NO NO NO NO NO + NO NO
%Women*% Ownership NO NO NO NO NO - NO NO
Concentration
Hypothesis 3a
South - NO NO - - - - -
Centre NO NO NO NO NO NO NO NO
Hypothesis 3b
South NO NO NO NO NO - NO NO
Centre NO NO NO NO NO NO NO NO
%Ownership Concentration NO NO NO NO NO NO NO NO
South*%Ownership NO NO NO NO NO NO NO NO
Concentration
Centre*%Ownership NO NO NO NO NO NO NO NO
Concentration
Hypothesis 3¢
South - NO - - - - - -
Centre NO NO NO NO NO NO NO NO
%Women NO NO NO NO NO NO NO NO
South*%Women NO NO NO NO + + + +
Centre*%Women NO NO NO NO NO NO NO +
Hypothesis 2a (Y%oManagers
also Stakeholders)
%Managers also Stakeholders NO NO NO NO + + + NO
Hypothesis 2b (%eManagers
also Stakeholders)
%Women NO NO NO NO + + + NO
% Managers also Stakeholders NO NO NO NO + + + NO
%Women*% Managers also NO NO NO NO NO NO NO NO
Stakeholders
Hypothesis 3b (% Managers
also Stakeholders)
South NO NO NO NO NO NO NO NO
Centre NO NO NO NO NO NO NO NO
% Managers also Stakeholders NO NO NO NO NO NO + NO
South*% Managers also NO NO NO NO NO NO NO NO
Stakeholders
Centre*% Managers also NO NO NO NO NO NO NO NO

Stakeholders

Notes: The signs (+/-) indicate that the variables are significant, and either positive (+) or negative (-). The term (NO) tells that the

variable is statistically insignificant
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