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Abstract

The aim of this work is to investigate the relationship between organic foods firms and innovation with particularly attention to organic dairying productions and consumer’s behaviour. 
Using Porter’s competitive analysis and a special case history, the work wants to study which role innovation plays in a business strategy based on an upgraded concept of differentiation.
Introduction 

The present work is inspired by the observation that today “innovation” is for food system a key factor to face successfully global challenge. The growing competition in food market seems to indicate that firms can follow two opposite strategic actions: on one hand there are enterprises, more and more specialized, industrial production oriented; on the other hand there are enterprises oriented towards high quality, value added and niche productions. In both cases innovation brings enterprises “to think for them selves” proposing food and services related to new consumer behaviour. The aim of this work is to investigate the relationship between organic food enterprises and innovation with particularly attention to organic dairying productions and consumer’s behaviour. Using Porter’s competitive analysis and a special case history, the work want to study which role innovation plays in a business strategy based on an upgraded concept of differentiation.
Materials and methods 

Food enterprise’s innovation was explored at three levels:
· innovation connected to product’s presentation (packaged food);

· innovation connected to “ready to consume” packaged products (convenience food); 
· innovation connected to new products or new kind of food introduced in the market (trendy food).
The present work starts describing enterprises operating in organic market of Lombardy and it finishes finding out creativity’s and innovation’s activities able to realize successfully business. 
To achieve this aim it was created a questionnaire containing closed format questions taking the form of a multiple-choice question. 
The innovative aptitude of the case history was linked up market and its components using Porter’s model. 
The competitive environment in witch a firm operates is influenced by five forces: rivalry, supplier power, buyer power, threat of substitutes and barriers to entry. 
Results 
Starting from the Regional Register of organic operator (updated to year 2006), it was possible to identify 20 enterprises belonging to organic dairying productions. 
Principally they produce cheese (also Protected Designation of Origin), fresh milk pasteurized, UHT milk and yogurt. A big part of them are small-medium-enterprises (SME) and a little are artisan. 
Except some rare case all started to produce organic food in ’90. The firm's yearly organic turnover is an average of less the 20% and it is the 100% only for 2 firms of the sample. They market contemporary to local, regional and national area showing a good ability in managing different clients such as the large-scale retail trade, the food industry, the web market and the alternative commercial distribution. They think that this is a good way to balance the books with a profit.  
The sample produces more than one product category and only a few are mono-product. All enterprises are not oriented to real product’s innovation but they are very interested in new packaging, new flavours and restyling of mature product. 
Process innovation activity regards ISO 9000 and HACCP adjustment, computerization of the administrative and commercial division.
Porter’s model was applied to yogurt market measuring the innovative level of a special case history: one of the two regional organic firms operating in this sector. It is leader in organic yogurt market and it is one of the most important yogurt manufacturers in conventional market too. 
Besides, even if yogurt is a mature product, it is able to evolve itself in an unexpected way and to innovate itself following consumers behaviour. 
Competitive analysis draws attention to an high rivalry specially in large-scale retail trade. It is possible to share competitors in four strategic group:
a) mono-business firms, working at national level that spends a lot of money in publicity;
b) pluri-business firms, working at national level that have a good company image;

c) specialized firms (case of study), oriented to niche production, that have a good image at local level;
d) dairy firms that chose manufacture to distinguish themselves.
Clients are, above all, retail groups. Yogurt is for modern retail company one of the most important fresh product because of its turnover and its gross margin. Nevertheless it is a crowded sector, so large-scale retail trade has more and more discretionary power towards competitors.
Consumers have a vast choice among yogurt substitute: milk, functional milks, ice cream, yogurt dessert, soft drinks, fresh fruits and juices.
In dairy chain often operators are integrated. Yogurt market suppliers are dairy farms, packaging firms and fruits and vegetables producers. Among packaging, Pvc is the most utilized (92%), glass and tetra pack have less success because of their high cost.
Barriers to new enterprise-s entry are not so elevated on the industry process plane. One of the most important obstacle to new enterprises access to the market is linked to fresh milk supply chain and logistic organization. Also the importance of an well-organized trade support grew .
The case history is suitable to the occasion because innovation was the mission of a twenty years old successfully activity. 
In a high competitive market, such as fresh milk and fresh milk products, characterized by oversupply and by commodity orientation, innovation is the only long-term source of competitive advantage. 

Firm’s activity is oriented to high quality food and environment sustainability. In fact, dairy production, industrial process and the packaging are ecological.
The firm’s manufacture started producing only yogurt for the regional market and today the portfolio activity includes natural and fruit flavours, yogurt reached with ferments, milk, fresh citrus juice and desserts. 

Last innovative action, dated 2007, was the restyling of the fruit-line yogurt and the launching of new flavours. For the future there is the project to take possession of pieces of market where organic productions have been away. 
Discussion 
Sometimes organic production is born as a choice to complete the offer of goods; in this case enterprises start to produce the organic line close to the conventional one but on a smaller scale. 
Sometimes, as in the case history, organic production is the only one – it is the firm’s core business –. In this case enterprises use a particular strategy, taking care of a well defined part of the market, so to realize – among niche market – a competitive advantage.
For all the sample innovation is a very important strategic factor to differentiate further each other; who wants to take this opportunity in organic market , but also in yogurt market (Fig. 1), has more chance than whom sell in the conventional one.
Conclusions 
Market globalization carried out the necessity to diversify consumption using quality and innovation to increase the firm’s competition.

It is valid above all for food industry that operate in a complex legal system and that have to face a more and more “hard to please” consumer: to be successful enterprise have to stake everything on high "value-added" products.
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Fig. 1 Principal opportunity of development in yogurt market
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