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Abstract:

Come una bottiglia di vino racchiude un mondo di sapori, colori, storie e tradizioni, cosi
il mondo del vino presenta un mercato complesso nel quale produttori, consumatori e
distributori operano e agiscono sfruttando le proprie caratteristiche, peculiarita e
differenze. Anche il Friuli Venezia Giulia gioca la sua parte all’interno di un’arena
globale dove le regole del passato non valgono piu. In questo mio progetto di tesi, al
fine di identificare le migliori e possibili strategie di marketing e processi di
internazionalizzazione per le aziende vinicole friulane, ho deciso di partire dalle
caratteristiche e dalle regole del mercato globale per analizzarne la complessita ed
eterogeneita ed in seguito descrivere le strategie di promozione e internazionalizzazione
piu comuni ed efficaci. L analisi dei settori vinicoli italiano, statunitense e cinese e lo
studio del consumatore globale, condotto da diverse prospettive, evidenziano proprio le
differenze tra mercati e le implicazioni che tale livello di complessita puo avere su una
strategia di internazionalizzazione.

La seconda parte della tesi si concentra sul caso friulano. Attraverso 1’analisi SWOT, ho
evidenziato i punti di forza e debolezza del settore vinicolo e ho elencato le possibili
opportunita e minacce che le aziende incontrano o potrebbero incontrare nel prossimo
futuro. Infine, grazie alle interviste a cinque aziende, ho potuto confermare e rafforzare
alcuni punti dell’analisi precedente, toccando con mano la realta vinicola friulana.
L’elevato numero di competitors a livello nazionale e internazionale che concorrono piu
0 meno allo stesso livello in termini di qualita e tipo di offerta, complica un mercato che
un ventennio fa si poteva dividere semplicemente in produttori del Nuovo e del Vecchio
Mondo, la cui rivalita corrispondeva alle antitesi qualita e quantita, tradizione e
innovazione. Oggi invece, possiamo trovare vini californiani nelle classifiche dei
migliori rossi al mondo, mentre gli italiani talvolta faticano a classificarsi anche con i
propri cavalli di battaglia. Uno sguardo generale al mercato globale non riesce a far luce
sulle dinamiche e ragioni per cui la leadership del Vecchio Mondo sta venendo
gradualmente a mancare di fronte alla potenza e ricchezza di paesi come California,
Australia e Cile che possono contare su costi di produzione e gestione piu bassi rispetto

all’Europa.



Va sottolineato comunque che il mercato globale, sia in termini di qualita che di
quantita, € ancora guidato dalla triade mediterranea Francia, Italia e Spagna, che nel
complesso producono piu del 50 percento della produzione mondiale.

L’Italia in particolare ¢ il paese che ha registrato la crescita maggiore negli ultimi anni,
soprattutto per quanto riguarda 1’export, con Veneto, Toscana e Piemonte che trainano
I’internazionalizzazione. Soprattutto a fronte del calo nel consumo nazionale di vino, le
aziende vinicole italiane a partire dagli anni 90 hanno iniziato ad investire all’estero
cercando nuove opportunita e nuovi consumatori che in molti casi scoprivano il vino per
la prima volta. In paesi del nord Europa come Germania, Svezia, Danimarca, Olanda e
Regno Unito, storicamente consumatori di birra, il consumo poco frequente di vino
veniva associato a classi agiate e ricche. Da circa un ventennio invece, anche questi
paesi si sono gradualmente appassionati al vino, grazie anche alla promozione di alcune
cantine e a dei decisivi cambiamenti socio-economici che hanno aumentato il benessere
della popolazione e la richiesta di nuove bevande di consumo. Malgrado questi
consumatori non si riconoscano come esperti, col tempo hanno cominciato ad
apprezzare il vino, ordinandolo al ristorante e in alcuni casi organizzando visite in
cantine e/o degustazioni. Altri paesi invece, detti appunto emergenti, come Russia,
Cina, Hong Kong, Singapore, Giappone e Corea del Sud, tradizionalmente non sono
mai stati consumatori di vino e i rispettivi mercati rappresentano future sfide per le
cantine friulane.

Un approfondimento sui mercati cinese e statunitense ha evidenziato che valenza
strategica abbia per un’azienda vinicola, studiare attentamente i meccanismi e la
struttura del mercato di sbocco. Per esempio, negli Stati Uniti il cosiddetto Three Tier
System, il sistema di distribuzione degli alcolici, rallenta i tempi e aumenta il prezzo
finale a bottiglia che in alcuni casi pud addirittura quadruplicare. L’ America inoltre,
presenta una disomogenea distribuzione tra consumatori e produttori e una diversa
legislazione a seconda degli stati. La California, infatti, produce quasi il 90 percento del
vino americano e i maggiori consumatori si concentrano lungo le due coste. La
conoscenza media del vino € aumentata nell’ultimo decennio e ha promosso un maggior
interesse da parte dei consumatori, con particolare attenzione alle produzioni di qualita e
di nicchia. Oltreoceano il consumatore cinese invece, & fortemente influenzato dalla

propria cultura di riferimento, considera il vino piu un bene di lusso e lo acquista



principalmente per regalarlo e per occasioni speciali. Inoltre, culturalmente in Cina il
colore rosso & associato a significati positivi e benauguranti, per cui il vino piu
acquistato & appunto rosso. Tutti questi elementi, se tenuti in considerazione, possono
garantire il successo o I’insuccesso di un vino all’estero e non vanno sottovalutati da
produttori e distributori.

A mettere in difficolta le aziende e a complicare il mercato non sono solo la
competizione diretta e indiretta con altri paesi, sia del Vecchio che del Nuovo Mondo,
ma la complessita ed eterogeneita dei consumatori. In un mondo ormai globalizzato, si
puo infatti tentare di identificare un consumatore globale che evolve a seconda di
molteplici fattori, tra i quali possiamo elencare eta, cultura di riferimento, paese,
estrazione sociale ed educazione. All’interno dello stesso mercato, infatti, € possibile
individuare diversi cluster di consumatori, ognuno con i propri gusti, aspettative e
benefici attesi. Malgrado le differenze interne ad ogni mercato, si possono comunque
evidenziare alcune tendenze globali che accomunano i consumatori di oggi. Tra i
principali trend infatti spiccano una diffusa sensibilita nei confronti della sostenibilita
ambientale, di una produzione biologica e in alcuni casi biodinamica e naturale,
un’attenzione maggiore alla salute e al legame di questa col cibo e col vino, un’esigenza
di prodotti veloci e pronti all’uso che comunichino un legame col territorio € mostrino
una loro personalita, infine un interesse sempre maggiore per la qualita.

L’analisi degli attributi del “prodotto vino” puo essere utile all’identificazione di diversi
tipi di consumatori. Ci sono persone piu sensibili al prezzo che associano maggior
qualita ad un prezzo elevato, altri invece sono colpiti da un layout e design particolari.
Alcuni scelgono una bottiglia in base al paese o regione di provenienza, altri invece a
seconda del colore o della varieta.

Infine, oltre alle caratteristiche di un prodotto, la scelta di una bottiglia o di un bicchiere
di vino puo essere condizionata dall’occasione d’uso. In base ad associazioni mentali e
culturali, un vino puo essere di moda, bevuto in allegria tra amici, un simbolo di
convivialita o un modo di omaggiare un ospite, distinguersi col capo o con un partner
commerciale, pud essere ordinato al ristorante per accompagnare un piatto o
semplicemente perché il nome ci € noto.

Cosi il consumatore di oggi ¢ passato dall’ordinare “del vino” a richiedere “un vino”

specifico, indicandone il brand, la varieta o la provenienza. | due elementi attorno ai



quali ruota il marketing internazionale del vino sono infatti il territorio e la marca.
Alcuni produttori, specialmente le grandi aziende del Nuovo Mondo, hanno utilizzato
una strategia di marca, puntando sulla novita, qualita e piacevolezza dei loro vini. La
lezione piu importante in fatto di terroir viene invece dai francesi, che fanno risalire al
territorio la qualita, I’eccellenza e la fama di un vino. Quando ordiniamo un vino
francese infatti, chiediamo un borgogna, dello champagne o del bordeaux. L’elemento
principale & appunto il territorio, a sua volta garantito dalla AOC, il corrispettivo
francese della DOC italiana. In Italia invece, troviamo un ibrido di entrambe le strategie
di marketing. Esistono 408 denominazioni tra DOC e DOCG e 115 IGT che puntano
sulla valorizzazione del territorio, ma troviamo anche alcuni nomi di aziende illustri
come Ferrari 0 Santa Margherita e le stesse varieta come Prosecco o Ribolla Gialla che
sfruttano il potere del branding. Tuttavia, al contrario dei francesi e ad eccezione di
alcuni casi come Toscana e Piemonte, poche regioni italiane vengono associate ai loro
vini. Una ragione e da ricercare nella varieta e nel numero di vini che una singola
regione produce. Primo fra tutti il Friuli Venezia Giulia, che coltiva varieta autoctone e
internazionali, non specializzandosi in una gamma selezionata. Un‘altra causa invece e
di tipo storico. Solo poche regioni italiane in passato sono state associate a grandi vini.
L’Italia fino a pochi decenni fa era legata ad una produzione principalmente di vino da
tavola. Nel caso del Friuli per esempio, solo il Picolit puo essere considerato un vino
prezioso fin dalle sue origini, tutti gli altri vini regionali venivano invece venduti nei
mercati locali o alla Serenissima. Oggi la fama e la qualita dei vini italiani e friulani
sono certamente aumentate, I’Italia non solo insegue la Francia nell’esportazione di vino
frizzante ma 1’ha sorpassata nella produzione totale e nell’export di vino bianco.

La terza e ultima parte della tesi & dedicata all’analisi del settore vinicolo friulano. Il
Friuli Venezia Giulia e un piccolo universo enologico dove piccole e a volte anche
micro-aziende, cercano di rappresentare attraverso i loro prodotti le particolarita e
unicita del territorio. Con nove DOC, quattro DOCG e dieci varieta autoctone, il Friuli
si presenta al mercato globale principalmente come produttore di grandi bianchi. Poche
regioni italiane possono vantare i primati del Friuli Venezia Giulia, basti pensare alle
peculiarita del terreno, al paesaggio, al numero di particolarita e varieta vinicole e anche
al ruolo economico e di ricerca che svolge a livello mondiale. Ma come gia detto, la

produzione di buon vino non garantisce la vendita. Gli investimenti in marketing e



promozione, la cura personale dei clienti e il monitoraggio costante dei mercati, sono
solo alcuni degli elementi che un’azienda vinicola oggi sfrutta per crescere
internazionalmente. Fiere nazionali e internazionali, sia con la formula B2C che B2B,
sono ottimi trampolini di lancio per sancire nuovi accordi e partnership: solo la costante
cura di tali rapporti puo fruttare nel lungo periodo.

| produttori del Friuli Venezia Giulia devono inoltre sopperire alla scarsa conoscenza
della regione da parte dei consumatori. Ad eccezione degli addetti ai lavori, il vino
friulano non e conosciuto e di conseguenza nemmeno ordinato. Sta infatti alle aziende,
assieme anche alle amministrazioni e autorita locali, promuovere il territorio attraverso i
propri prodotti. E provata infatti I’efficacia di una comunicazione focalizzata sul
territorio, sulla storia dell’azienda e sul suo ruolo all’interno di un contesto sociale,
culturale e ambientale. Pertanto, molte aziende sfruttano il potere persuasivo ed
evocativo dello storytelling e lo associato ad esperienze immersive come degustazioni,
visite, premi e certificazioni.

Il terzo elemento di successo e di investimento da parte delle aziende vinicole friulane &
infatti I’associazione tra vino e cultura, 0 vino e viaggi. Le strade del vino, percorsi
didattici in cantina con degustazioni, visite e cene a tema e anche servizi di ospitalita tra
cui ristoranti, agriturismi o B&B, sono strategie efficaci per fidelizzare il cliente e per
creare e rafforzare il legame tra vino e territorio, territorio e consumatore.

Le sfide future per le aziende vinicole friulane riguarderanno principalmente la capacita
di fare sistema, di cooperare tra aziende e di concordare una strategia comune per
penetrare mercati nuovi ed emergenti. Solo attraverso un lavoro di squadra sara
possibile ovviare alla piccola dimensione delle aziende friulane e alla grandezza dei
mercati piu complessi. Un uso all’avanguardia e interattivo delle nuove tecnologie
costituisce un’ulteriore opportunita. Un servizio e-commerce piu vivace e internazionale
che possa venire incontro alle esigenze dei consumatori odierni e una forma di
promozione che possa far parlare ed emergere in primis il territorio, potranno
sicuramente coinvolgere in modo diverso i consumatori sia italiani che stranieri. Le
prospettive future del vino friulano saranno percio legate allo sviluppo di nuovi mercati
e al rafforzamento di quelli tradizionali, che sono sempre in evoluzione. Mentre
’interesse crescente verso il vino bianco a livello mondiale potra essere un’opportunita

molto interessante per i produttori friulani, ma stara a loro riuscire ad intercettare



adeguatamente questa nuova domanda. Infine, sara utile ripensare ad alcune formule di
marca che hanno certamente fatto la fortuna di alcuni, ma non sono riusciti a far
emergere la regione e i suoi vini in quanto paesaggio e territorio unici. Sanare le
differenze interne e ripensare una comunicazione d’insieme, promuovendo cosi una
sana cooperazione e partecipazione, potrebbe migliorare il futuro del vino friulano e

garantire il suo successo internazionale.
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Introduction:
With this master thesis, | wanted to investigate and analyse the traits, role and position

of the Friulian wine sector in the global market in order to highlight future prospects
and developments.

In the first part, | will introduce the main characteristics of the global wine market in
order to present the structure and context that every winery has to face in
internationalising processes. In particular, in the first chapter I will describe the
theoretic and pragmatic rivalry between Old and New World producers, with focus on
their differences in production, consumption, types of wine and varieties, technologies
and approaches, providing data and statistics for a detailed and accurate analysis.
Moreover, | will look at the Italian wine sector, underlying its role at international level,
with its main trading partners, best productive regions and main exported wines. As
well as other Mediterranean countries, also the Italian peninsula is affected and
influenced by new emerging trends, as sustainability and green agriculture, a decrease in
domestic consumption and a shift towards a production in terms of quality. | will then
introduce the main obstacles to the growth of Italian wine abroad that it shares with
Friuli too. They correspond mainly to the high level of diversification, the small size of
wineries, a large offer of wine varieties and types and many different geographical
designations.

Subsequently, I will analyse the American and Chinese wine markets in order to explain
in detail the heterogeneity of the wine world. Since every market presents its own
obstacles and characteristics, this analysis will give an example of the great and hard
work wineries have to do before entering a new market or developing new strategies.
USA is a grown market and is both a wine exporter and importer, where Italian wineries
export a great percentage of their wine production. The American market though,
presents its own obstacles and level of competition that Italian and Friulian wineries
have to face and strategically bypass. On the other hand, the Chinese market represents
the future challenge for many European winemakers, since it is an emerging market
where wine consumption is still at the first stages. Nonetheless, it shows unusual

consumer traits that inevitably will affect exporter’s strategies.
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The second chapter is an overview of the international consumers, with stress on the
differences between countries, cultures and generations. The analysis will try to confirm
and demonstrate through examples and case studies, the degree of complexity and
heterogeneity of the globalised society, which inevitably complicates and differentiates
marketing and promotional strategies. The identification of the global wine consumer
will follow two main criteria: the attributes of wine that consumers evaluate and the
occasions of use in which they drink. From a socio-demographic perspective, the
analysis will highlight some trends as the increasing interest for organic and sustainable
agriculture and products, first of all natural and organic wines, the importance of
informative layout with clear descriptions about provenance or possible food pairings,
and an evocative design able to convey the personality of the product and producer. |
will further list some global trends that may influence consumer choices as wine
tourism, e-commerce, “Made in Italy”, certifications and prizes, providing some
possible applications of them in promotion, with hypothesis of eccentric combinations

and new ideas.

In the third chapter of the thesis, I will introduce and analyse the case and role of
Friulian wine sector at international level. First, I will describe Friuli Venezia Giulia as
a wine region with its peculiarities, interesting and unique traits, providing also a
historical overview of the development of the Friulian wine sector since X1X century.

I will explain the position and role of Friuli in the global market, while the SWOT
analysis will additionally highlight the prospects, treats, limits, opportunities and
elements of strengths that the Friulian wine sector can use in its development and
growth.

Finally, five interviews to Friulian wine producers will provide some ideas for final
considerations about the present and future of Friulian wine. The real and direct
experiences of wineries is crucial for the analysis of the opportunities that the region
and winemakers have and could use in order to start or reinforce their internationalising

process and marketing strategies.
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1. The global wine market:
In this chapter, I will describe the main trends and changes in the global market that

have characterized the last decade, highlighting the differences between Old and New
World, with a focus on wine production, export and consumption. | will then try to
collocate the Italian wine market in this global context, underling its strengths and
weaknesses. Finally, | will deeper analyse two important and growing markets: China
and USA. This final analysis will highlight some useful opportunities that wineries

could catch in order to consolidate their trades and develop international strategies.
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World Wine Production, source OIV.

In the last thirty years, the wine market has deeply changed and it is still evolving
thanks to different developing trends and dynamics that have regarded
internationalisation, the production process, a change in consumption and in the
distribution system?.

Moreover, due to globalisation and the reduction of protectionist and tax barriers
accomplished by WTO since 1994, we can identify today a series of similar

characteristics but also distinguishing elements within two big groups of producers: the

1 CESARETTI P., GREEN R., MARIANI A., POMARICI E., Il mercato del vino. Tendenze strutturali e
strategie dei concorrenti, Franco Angeli, Milano, 2006, pp. 11-31.
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Old World (Europe) and the New World, mainly Argentina, Australia, Chile, New
Zealand, USA and South Africa.

The high concentration in the wine market, with more than 50 percent of the world
production under the control of only ten countries, mirrors both a traditional bond with
the sector from Old World producers and the new emerging interests from New World
countries. The differences between Old and New World can be found in the product
identification strategies and in farms’ dimensions. In the New World, there is firm
concentration with few but big farms, which produce table wine and many export-
oriented small vineyards, which produce quality wine. On the other hand, after the
entrance of new competitors in the global market, the European producers had to adapt
and developed new and resilient strategies. The majority of Old World producers are,
indeed, small/medium farms, oriented towards high quality wine and export. This high
concentration led to diversification that is visible looking at the difference between the
exports in terms of volume and in terms of value and at the growth rate of the latter in
the last five years?.

One prevailing trend is the strong division in supply between table and quality wine.
This distinction led many farms to opt for product diversification and specialisation
according to a demand’s transformation and evolution.

We can differentiate wines horizontally, by types (still, sparkling or liqueurs etc.),
colour (red, rosé or white) or by the alcoholic content and vertically, by price or value,
which characterizes especially quality wines. The latter can be distinguished by price
(icon, premium, basic etc.), geographical designation (PDO, PGI, DC, AOC, DOCG),
for which the value of terroir plays a strategic role, and finally variety (Cabernet-
Sauvignon, Merlot, Chardonnay etc.), which is an important differentiation especially in
the New World, where the European designations of origin are not applicable.

But table wine is not necessarily a synonym of low quality. It is also linked to all the
products without any geographical indication that are not connected to a brand or a
well-known variety, but are new and innovative and catch the interest of some niches of

consumers. Among this group, we can list natural, organic or biodynamic wines. As the

2 Precisely in the variation 2017/2012, the rate growth in terms of value accounted for 14.3% against 1%
increase in terms of volume2018.
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Quarterly Report of Rabobank of 2018° has highlighted, there has been an increasing
interest towards lesser-known wine and regions from specific niches of consumers, who
tend to prefer products with an authentic history and background rather than brand
wines.

A second characteristic of the current wine market are the new consumption trends, with
an increase of new types of consumers in emerging and traditional non-consuming
countries, for example Hong Kong, Singapore and Japan, and a diminishing wine
consumption in the Old World. In these countries, table and everyday wine has being
substituted by occasional quality wine, for celebrations and special occasions.

Finally, after and thanks to globalisation and the growth of wine trade in new markets,
the distribution system and retailing have changed and nowadays involve new
marketing campaigns, strategies and channels, with indirect consequences on the value

chain.

Production, export and import trends in the global market
In the last sixteen years, the global production of wine has decreased by 12 million of hl

due to two main factors, the gradual decrease of vineyard surface area in the world and
the effects of the European Reform of 2008*. The low production of 2012 instead, is due
to the lowest harvest in decades and similarly the one of 2017 has been deeply damaged
by difficult weather events.

The area under vines destined to the production of wine grapes, table grapes or dried
grapes in production or waiting production has reduced from 7.8 million of hl in 2000 to
7.5 in 2016, where the 50 percent of the global production is concentrated in five
countries: Spain, China, France, Italy and Turkey. The data are although not surprising

considering that China and Turkey are mainly table grapes producers®.

% RANNEKLEIV, S., CASTROVEIJO M., Rabobank, Wine Quarterly QI 2018, The evolution of
sourcing strategies, Food & Agribusiness Research, Utrecht, 2018, p.3.

4 Wine CMO Reform (2008). It had the aim to increase the competitiveness of EU wine producers
through various steps, as grubbing-up non-competitive vineyards, phasing out of distillation measures,
introducing a National Support Program.

° Data from OIV Statistical Report on World Vitiviniculture of 2017.
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Trend of World wine production from 2000 to 2017. Source OIV.

2013 2014 2015 2016 2017 2017/2016  2017/2016

Forecast Variation in = Variation in %

volume

Italy 54.0 442 50.0 50.9 39.3 -11.6 -23%
France 42.1 46.5 46.5 45.2 36.7 -8.5 -19%
Spain 453 395 39. 39.3 335 -5.8 -15%
USA 244 231 23. 23.6 23.3 -0.3 -1%
Australia 123 11.9 11.9 13.1 13.9 0.8 6%
Argentina | 15.0 15.2 15.2 9.4 11.8 2.4 25%
China 11.8 116 11.6 11.4 114 0.0 0%
South Africa  11.0 11.5 11.5 10.5 10.8 0.3 2%
Chile 128 9.9 9.9 10.1 9.5 -0.7 -6%
Germany 8.4 9.2 8.9 9.0 8.1 -0.9 -10%
World 290 269.5 2747  268.8 246.7 -22.1 -8%

Total production in the first 10 world wine producers since 2013. Source OIV

The traditional leading trio of France, Italy and Spain account together around 52
percent of the world production of wine with a total of 109.5 million of hl, followed by
USA (23.3 mhl), Australia (13.9 mhl) and Argentina (11.8 mhl), which has seen a

production growth of 25 percent in the last two years. As we can see from the graph,
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while in Europe the production is decreasing, the three main producers in America and
Oceania are observing a rise with a positive variation, which reflects the global trend
towards wine consumption, increasing exports, along with the positive effects of
globalisation.
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There are 83 countries involved in wine market, but only 12 controll 90 percent of the
trades. Spain, Italy and France are again the leaders both in terms of value and volume
and are a positive entry for the EU exports. There are fine and quality wine export-
oriented countries, as France, New Zealand and UK, while others prefer trades in terms

of volumes, especially considering the high costs of transports that differentiate bottled

17



and bulk wine. As we can see from the graph, the entire global trade has strongly
changed in the last sixteen years and ranged from 12 to 29 billion euro, accounting for
more than 41 percent of world wine production. Sparkling wine has seen a positive
growth of 26 and 23 percent respectively in terms of value and volume, while the
international trade of bottled wine has increased by 14 percent in value, mirroring again

the global trend of a preferred quality wine.

Million of 2012 2013 2014 2015 2016 2012/2016
hl Variation
Spain 20.7 18.4 23.0 24.7 22.9 10.6%
Italy 21.2 20.3 20.4 20.1 20.6 -2.8%
France 15.0 14.5 14.3 13.9 14.1 -6.3%
Chile 7.5 8.8 8.0 8.8 9.1 21.3%
Australia 7.2 7.1 7.0 7.4 7.5 3.3%
South 4.2 5.3 4.2 4.2 4.3 2.7%
Africa

USA 4.0 4.1 4.0 4.2 3.8 -5.3%
Germany 4.0 4.0 3.9 3.7 3.6 -9.5%
Portugal 34 3.0 2.8 2.8 2.8 -18.2%
Argentina 3.7 3.1 2.6 2.7 2.6 -28.9%
World 103 101 103 105 104 1%

Global export in terms of volume in the first ten countries
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Billion of 2012 2013 2014 2015 2016 2016/2012
euro Variation
France 7.8 7.8 7.7 8.3 8.2 5.3%

Italy 4.7 5.0 5.1 5.4 5.6 19.8%
Spain 2.4 2.6 2.5 2.6 2.6 9.1%
Chile 14 1.4 1.4 1.6 1.7 20.2%
Australia 15 1.3 1.3 1.5 1.5 1.4%

USA 1.1 1.2 1.1 1.4 1.4 31.4%
New Zealand | 0.8 0.8 0.8 1.0 1.0 32.5%
Germany 1.0 1.0 1.0 1.0 0.9 -5.0%
Portugal 0.7 0.7 0.6 0.7 0.7 3.7%
Argentina 0.7 0.7 0.7 0.7 0.7 3.7%
World 25 26 26 28 29 14.3%

Wine export in terms of value in the first ten countries

The three main importers both in terms of value and volumes are USA, Germany and
UK, while in terms of value we can intercet the so called “non traditional importers”, as
for example China and Russia, two emerging markets, new demands and opportunities.
Among these countries, we can find intemediate importers/exporters that purchase the
wine from a neighbour country and export it to an other. For example, UK traditionally
exports quality wine from France and Italy, while Germany imports bulk wine, bottles it

and then sells it to other markets, especiallly to East Europe®.

® GALLETTO L., GREGORI, M., MALORGIO G., POMARICI E., ROSSETTO L., Il Marketing del
Vino, EdISES, Napoli, 2017, p.23
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Million of 2012 2013 2014 2015 2016 2016/2012
hl Variation
Germany 14.4 15.3 15.4 15.3 145 -5%

UK 12.8 11.8 134 13.6 13.5 6%

USA 11.7 11.0 10.8 11.0 11.2 -4%

France 5.4 6.0 6.9 7.6 7.9 45%

China 3.9 3.8 3.8 5.6 6.4 62%

Canada 3.8 3.7 3.8 4.1 4.2 10%

Russia 4.9 4.9 4.7 4.0 4.0 -18%

Netherlands | 4.0 3.6 3.8 338 338 -3%

Belgium 3.1 3.2 3.1 3.1 3.1 0%

Japan 2.6 2.6 2.7 2.8 2.7 4%

Wolrd 99 99 102 104 104 4.3%

First importers in terms of volume. Source OIV.

Bilion of euro 201 2013 2014 2015 2016 2016/2012
Variation
in %

USA 3.9 3.9 4.0 4.9 5.0 27%

UK 3.9 3.6 3.6 3.9 35 -10%

Germany 2.4 2.6 2.6 2.5 2.5 1%

China 1.2 1.2 1.1 1.8 2.1 74%

Canada 15 1.5 1.5 1.6 1.6 4%

Hong Kong 0.8 0.8 0.8 1.3 1.4 74%

Japan 12 1.2 1.2 1.3 1.3 12%

Switzerland 0.9 0.9 0.9 1.0 1.0 4%

Netherlands 0.9 0.9 1.0 1.0 0.9 6%

Belgium 1.0 1.0 1.0 1.0 0.9 -8%

World 25 25 26 28 28 1.1%

First importers in terms of value. Source OIV.




From the point of view of international regulations and programmes of support, WTO
and the EU play the bilateral role of superviors and promoters, especially in order to
prevent some forms of protectionism or any other kind of market barrier to the free
trade of wine and, on the other hand, to establish important rules to protect consumers
and producers.

They can affect both the costs of production and the fair international trade, which the
WTO has tried to denfend through two main regulations: the Agreement on Sanitary
and Phitosanitary Measures- SPS and the Agreement on Technical Barriers Trade- TBT
and the 1994 TRIPS Agreement concerning, among the main topic of intellectual
property, the geographical indications.

The EU, in particular, has a specific and complex system of regulation (CMO) that
concerns the entire wine supply chain, from the technical elements to the protection of
the cultural and geographical identity of the products’. Especially because of this duplex
aspect of regulation, of defence but also restriction, the EU has been critized by New
World competitors. The EU reform of 2008 has three main goals: making EU wine
producers more competitive, the governance rules simpler, clearer and more effective,
achieving in this way a better balance between supply and demand, and defending the
traditional European wine with also investments in rural areas®. The following 2013
CAP Reform on the EU wine sector aimed at the development of new products,
processes and technologies. It has started some promotion measures to inform the
Member States about the responsible consumption of wine and the Union systems of
designations of origin and geographical indications. Finally, it has extended the
restructuring and conversion of vineyards where necessary through grubbing them up
for health or phytosanitary reasons.

The access of the EU food industry to non-EU markets and vice versa depends on
international trade agreements and negotiations, particularly those of the WTO.

About the bilateral and international agreement between the EU and non-EU countries,

the Commission has negotiated and/or concluded bilateral trade agreements with:

" This protection is guaranteed also through other agreements as the Paris Convention (1883) and the
Lisbon Agreement (1958).

8 POMARICI E., SARDONE R., L’OCM Vino. La difficile transizione verso una strategia di comparto,
Tipar Arti Grafiche, Roma, 2010, pp. 1-6.
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OECD countries®, Euro-Mediterranean countries'®; Mercosur!! countries; Andean
countries!?, Central American countries!®, Gulf Co-operation Council countries*,
Balkan countries and ACP*® countries. The most recent are the EU-Canada CETA and
EU-Japan of 2017.1¢

As | have mentioned above, the EU plays the double role of regulator and protector of
the Old World market and establishes the necessary rules for the fair development of
wine-growing techniques, wine production, oenological characteristics and parameters,
designation and presentation (for example etiquettes'’). One important issue concerned
the difference between quality and table wines and the official recognition of the value
and quality of some European wines, in a context where the New World producers were
gradually entering the market with competitive wines that could negatively affect the
Old World. As Mariani has pointed out8, while in Europe there is a hierarchical list of
value and a classification of wine quality, the fast and different development of the wine
producers in the New World did not develop the same system of regulation. The
identification of New World wines depends mainly on the brand and varieties and only
in the last ten years the interest towards terroir and the designation of origin has
gradually increased, along with the general interest to identify a specific origin and
background. The improper and illegal use of the indication of origin for non-European
products promoted the stipulation of the TRIPS (Trade Related Aspects of Intellectual
Property Rights) negotiated at the end of the Uruguay Round in 1994. It established a
standard of protection at international level for indication of origin products, which is
fundamental for the fair competitiveness in the global market.

Another type of wine quality classification is the one of Rabobank, which classifies
wine in Icon, Ultrapremium, Superpremium, Premium, Popular Premium and Basic®®.

This classification identifies wine from a cost point of view, due to the increased and

9 USA, Canada, Japan, Switzerland, the European Economic Area, Mexico, Chile and South Korea
10 Algeria, Egypt, Israel, Jordan, Lebanon, Libya, Morocco, the Palestinian Authority, Syria, Tunisia and
Turkey

11 Argentina, Brazil, Paraguay, Uruguay and Venezuela

12 Columbia, Peru, Equator and Bolivia

13 Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua and Panama

14 Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab Emirates

15 Africa, Caribbean and Pacific

16 http://ec.europa.eu/trade/policy/countries-and-regions/countries/canada/

" SABELLICO, A., Le nuove norme sull etichettatura dei vini, Assoenolgi, Milano, 2003.

18 CESARETTI G.P., GREEN R., MARIANI A., POMARICI E., op.cit., p. 48.

1 GALLETTO L., MALORGIO G., POMARICI E., ROSSETTO L., op.cit., p.27.
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increasing interest for premium quality wine and the need also of a table wine
description too, which has known a new type of demand from different consumers,
interested more in the properties, taste and cultivation techniques of wine, rather than in
its price and prestige. Some of these new types of wine, without any IG or other quality
assessments, are natural, organic, biodynamic wines, which are today only a niche of

the market, but constitute a new segment with specific but well-defined consumers.

Global wine consumption:
The global demand of wine depends on the single market’s demand, which in turn depends

on the consumers’ behaviour and preferences. Since 2000, the total wine consumption in the
world has been growing thanks to social and economic reasons. Among them, we can list
the westernizing process of some Asian cultures and the increasing interest for wine
drinking in non-traditional wine consumer countries especially in North Europe, Canada
and USA.

Trend of world wine consumption
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Source OIV

For example, the first position of US in the rank reflects a development since 2011 as both a
producer and importer country, with an increasing internal demand. In the countries where

wine is culturally part of the national diet, as for example Spain and France, the function of
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use is switching from table wine to occasional and party beverage. This ends in a
concentration of the consumption rather than a distribution among all population that causes
a fall of total consumption but an increase in the per capita.

Liter per capita
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Growth of total world consumption in 2015. Source WineMonitor.

I negative more -10%
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Consumption per capita in the world in 2015. Source WineMonitor
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On the other hand, the data of China should not be misleading, because if we consider
the quantity per capita, the difference in Chinese consumption is linked to urban

concentration.

Mhl 2012 2013 2014 2015 2016 2016/2015 2016/2015 Per

Variation  Variation  capital

involume in% (2011)
USA 300 302 304 310 318 0.8 2.5% 7.3
France 280 278 2715 272 270 -0.2 -0.7% 47.9
Italy 216 20.8 195 214 225 11 5.3% 31.0
Germany 203 204 202 206 20.2 -04 -1.8% 24.7
China 17.1 16.5 15.5 16.2 17.3 11 6.9% 14
UK 12.8 12.7 12.6 12.7 129 0.2 1.4% 20.3
Spain 9.9 9.8 9.9 100 9.9 0.0 0.3% 17.2
Argentina 101 104 9.9 10.3 94 -0.9 -8.3% 24.1
Russia 1103 104 9.6 9.3 9.3 0.0 0.3% 9.9
Australia 5.4 5.4 5.4 5.3 5.4 0.1 2.4% 20.0
World 244 243 240 241 242 0.9 0.4% 34
Source OIV

The consumption of wine is therefore determined by different occasions and habits that may
reflect traditions, cultures or new emerging lifestyles and tastes. From a general and global
perspective, traditional European wine producers are reducing their production and
consumption, specifying and diversifying their supply and sophisticating their tastes. While
new producers from North and South America, Africa and Oceania are increasing their
production along with also an increasing internal demand.

Another recent trend in wine market concerns the distribution system and retail. While in
the past a consistent number of families used to produce and consume at home table wine or
buy it directly at the winery or at the supermarket, today 2° most of wine is purchased
through retail channels and HoRecCa (hotel, restaurant and catering). The figures of 53
percent of HoReCa against the 47 percent retail in terms of value show the preference

towards quality wine to drink outside and for special occasions. Domestic consumption

2ONOMISMA (a cura di) Wine Marketing, il marketing del vino in Europa: consumi, canali distributivi e
importatori. Nomisma, Agra, Rome, 2003.
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comes mainly from large-scale retail distribution, but also e-commerce has recently
increased thanks also to the gradual fall in the number of intermediates and consequently
the reduction of distance between producers and distributors. In addition, the traditional role
of wholesalers has changed, they are now developing their own brands, importing bulk wine

(at a lower price) and then selling it.
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A general look at the Italian wine market:

The Italian vineyard sector is characterized by fragmentation, a polyvalent variety of
wines and high level of regionalisation. With 90 different varieties of wines, cultivated
in an area of 645,800 hectares, in a country where all 20 Italian regions are involved,
have their particular varieties and a specific wine culture, wine is definitely a symbol of
Made in Italy.

The 2017 production accounted for an amount of 42.5 min hl, with an export growth of
3.7 percent in volume (21.4 min hl and 45 percent of the total production) and 6.4
percent in value (6 bln euro).

Italy is also the first country in Europe with the highest number of protected designation
of origin wines, with an offer of 408 PDO (DOC and DOCG) and 115 PGI (IGT) wines.
Despite all these positive achievements, there are still numerous opportunities of growth

and development for the Italian wine sector but several improvements are necessary.
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Trend of Italian export in terms of volume and value since 2006. Source Wine Monitor.

As the Report of OIV?2! has shown, in 2017 Italy has gained a positive record on the
international stage, and it is the second leading exporter in the world after France, with a

growth of 6 percent in terms of volume and 7 percent in terms of value compared to the

2L OIV Statistical Report on World Vitiviniculture, Paris, 2017.
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previous year. The last survey on the Italian wine sector of Mediobanca?? of 2016 also
has highlighted that the earnings from the exports between 2011 and 2016 have
increased and are higher than the incomes from the internal market. Although, we shall
not ignore the results of the other competitors as France and Spain, which have also

recorded high incomes and have increased their market shares as well.

Main trading patners
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22ZMEDIOBANCA, Indagine sul settore vinicolo, Milano, 2017.

[https://mww.mbres.it/sites/default/files/resources/download_it/Indagine_vini_2018.pdf]
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The four main trading partners of Italy in 2017 were USA (23.9 percent), Germany
(17.5 percent), UK (13.7 percent), Switzerland (6 percent), and Canada (5 percent),
while Japan, China and Russia, with an increased export in terms of value, can be
considered new attractive and emerging markets that might offer new possibilities of
growth.?

1% supplier in terms of = 1% supplier in terms of = 2" supplier in terms of

volume value value
USA USA
Germany Germany

Switzerland Switzerland

Russia Russia

Canada Canada
UK UK

The countries where Italy is present as wine exporter and its rank in terms of value and volume

As the table shows, Italy is the first supplier both in terms of value and volume in
Germany, Russia and Switzerland, and the first in terms of volume and the second in
terms of value in UK, Canada and USA. Italy is also present in new import markets
(China and Japan) and it is the fourth supplier in terms of value in Brazil, the third in
Singapore and Mexico?*. Exports in wide areas such as EU (7.1 percent), North
America (6.3 percent), Centre and South America (3.1 percent) have increased in the
variation 2016/2015 and this growth reflects the general trend of other European
countries, thanks to the increase of global wine consumption and international wine

trade.

23 With respectively 47 percent increase in export to Russia, 25 percent to China and 8 percent to UK,
source RANNEKLEIV S., CASTROVEIJO M., op.cit., p. 4.
24 GALLETTO L., MALORGIO G., POMARICI E., ROSSETTO L., op.cit., p.25.
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Italian export by type of product 2017/2016 variation (%)

12

10

8

6

4

0

Wine PDO PGI Table wine
H Volume mValue
Jan/Oct 2017/2016 Var. Volume Jan/Oct 2017/2016 Var. Value

DOC 2.8 6.1
Still -1.8 1.9
Sparkling 11.9 14.4
IGT 3.6 5.7
Still 3.7 6
Sparkling -14.6 -10.1
Table wine 10.2 9.6
Varietal wine 32.7 31.3
Others DOC-IGT -35.2 11.5

Variation 2017/2016 of Italian wine by type in terms of volume and value.. Source Ismea

The types of wine that have obtained great success abroad are sparkling and bottled,
with a preference towards red wine®. In 2016 the exports of quality wine were
distributed as follows: 6.9 percent in volume and 10 percent in value growth of DOC, -
0.2 percent in volume and -1.5 percent in value fall of IGT and 5.7 percent growth in

volume and -0.6 percent fall in value for table wines?. In terms of volume, the export

BWithin the entire Italian export 72% bottled wine, 21% sparkling wine and just 7% bulk wine. (source
Winemonitor: http://winemonitor.it/it/)
26 Report of Ismea 2017, [www.ismea.it/flex/cm/pages/ServeAttachment.php/L/IT/D/.../P/.../[E/pdf ]
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of DOC wines accounts for 8 min hl and of IGT for 6.6 mIn hl and in terms of value the
first for 3.29 bln euro and the second for 1.7 bin euro. Other wines accounted for 6 min
hl and 654 min euro. Finally, from the observation of the variation between 2016 and
2017, the general export trend of quality wine has increased, especially for DOC and
IGT spumante, while other varietal wines, has seen a high growth of respectively 32.7
in volume and 31.3 in value.?’

Among the twenty Regions of the Italian peninsula, the contribution to the national
wine export and production is differently distributed. The top three regions that produce
together 68 percent of the entire national production are Veneto, Piemonte and Toscana,
followed by Trentino Alto Adige and Emilia Romagna. In addition, according to the
2017 Report of Mediobanca?® the first thirty companies by total sales in the variation
2015/2016 are concentrated in the north and centre of Italy. This disequilibrium
between north and south is due to various factors and reasons, among which we can
mention a not homogeneous distribution of funds and public supports, different chances
of investments in the south, which is nevertheless now living a new impulse and a

positive growth.
Italian Export by Regions
22 21242
B Veneto M Piemonte M Toscana Trentino Alto Adige
B Emilia Romagna B Lombardia B Abruzzo M Puglia
| Sicilia HFVG H Others
27 |bidem.

28 Mediobanca, Indagine sul settore vinicolo, Milano, 2017.
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The Italian wine system is characterized by high concentration and fragmentation as the
6" agricultural census of Istat has shown. Among 388,881 farms with about 664
thousands hectares of vineyards, 69 percent of them account only one hectare, and on
the other hand, 33 percent of the area is gained by only 7 percent of the farms with more
than 20 hectares.

We can identify three typologies of farms: farm wine cellars, cooperatives wine cellars
and industrial wineries. Besides the producers, the Italian wine system includes also
many specialized operators, as for example bottlers and distributors. This high
fragmentation in the market determines different costs of production, different levels of
vertical integration and affects the interaction and the relationship with the market and
the level of export orientation. According to the most recent data of Ismea?®, the
concentration trends from an agricultural and production point of view has
proportionally increased the hectares per farm and the integration of them, thanks also
to the EU incentives and reforms.

The increasing number of wine consumers and of new wine importers represents an
interesting scenario of real chances and opportunities for the Italian wine producers and
exporters. One of the key issues in the international wine trade is the cooperation within
firms and the development of a single governance, which might shake and improve at
least international trades. For this reason, farms and wine exporters today need to
communicate in different and innovative ways, with a clearer and single image and
message to the foreign and extra Europe partners. It is also fundamental to investigate
and understand these new consumers, the new context of drinking and the different
targets of the Italian supply.

The three main areas of intervention of prior importance are structure, exports and
consumption. As a matter of fact, the typical fragmentation of the Italian wine sector, as
the emblematic number of farms shows, has caused a series of structural problems
regarding the ability of the enterprises to act together, cooperating horizontally and
vertically.

Moreover, the supply of Italian wine lacks of a specific and recognizable identity. When
Italian wines became competitors of the French quality wines, Italian products stopped

being just table wines and gained a higher status and recognition, an evolution that has

29 XV Ismea-Qualivita Report, January 2018, pp.36-39.
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not entirely ended. The identity of Italian wine is still blurred and confusing, due to a
fragmentation in supply and to the wide list of types of wine of which Italy can be
proud. In this confusing but at the same time enchanting landscape, we can read a
paradox: in a market where the demand asks for a segmented and diversified supply, the
segmented and diversified Italian wines, which on the paper present all these requests,
are still looking for an identity, a defined recognition and designation. In addition, the
positive trend of Italian wine exports owns part of its success to the power of “Made in
Italy” and the image of the country abroad.

From the point of view of internationalisation and exports, the chances and
opportunities for Italian wines and the future positive results will depend on the ability
to penetrate new emerging markets, to strengthen the already established relationships
with trading partners, to identify and select specific and well characterized consumers,
gaining greater market shares and a competitive role.

On the other hand, in a so complex and stratified demand, the consumer is the second
key player within wine marketing and it will be therefore analysed in the second
chapter.

In conclusion, as the 2017 ISMEA Report has highlighted, USA and China represents
two different markets in which Italian wine could increase its market shares and exports.
USA is a strong final market for Italian wine, but in some States, it is still considered a
luxury good and not a substitute to beer or other beverages. Moreover, in USA the
consumption per capita is increasing, as the import data has shown, as well as the
chances of growth of the Italian wine distribution, which is still anchored to US imports
in volume instead of value.

The second interesting case is China, an emerging market where Italy potentially could
make the right move, as the data with a doubled demand in the last five years, with a

peak of 3.7 billion in 2013, confirms.

33



In deep analysis of future prospects: the American and Chinese markets

USA:
Have you ever heard of muscadine wine? Do you know that the Vikings probably

named America Wineland? Or that California, produces almost the 90 percent of
American wine? Do you know that the super Tuscans originate from Napa Valley’s
wines?

The story of wine in the US did not start with Columbus and not even with Washington,
it had its ups and downs and not so long ago had to struggle against very difficult
times®. Nevertheless, USA are today the fourth most important wine market in the
world. Its export, import and consumption rates are growing, while wine drinking has
stopped being a hobby of few rich people and became popular and appreciated by many
different types of consumers.

Muscadine vine is the autochthonous American variety that since the arrival of the first
colonials had been used for the production of a special wine in the East Coast States. As
a native plant, muscadine can be considered the most patriotic wine and fits especially
the humid and warm climate of Florida®!. It has been used for the production of a port-
style wine, traditionally bumped with sugar, since XVI century.

Albeit from muscadine grapes can be made both red and white wines, the final product
cannot be compared with the majority of European wines and did not satisfy the palates
of colonials. But when the Spanish and French tried to plant vitis vinifera on the soil of
the East Coast all attempts miserably failed due to harmful attacks of phylloxera and
other pests. Only after the mythic conquest of the West, the missionaries found the
perfect soil and climate where Europeans could grow their vines. The first wineries
were built in New Mexico and only after 1779 also in California, more precisely in San
Diego, while Napa Valley started growing grapes only in 1830s. In 1779, Franciscan
missionaries planted the variety called “mission grape” that remained the most
cultivated varietal in California throughout XVII1I century.

America made his voice heard in wine world by changing the future of European
wineries. In 1870s, some wineries from Missouri shipped hundreds of vine cuttings to

Europe, where a catastrophic infection of phylloxera had destroyed almost the entire

%0 The 2014 earthquake in Napa Valley and the last destroying fires during 2017 summer.
31 The first big production started in Saint Augustine (Florida)
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European wine landscape. Thanks to new plantations and crossings, Europeans could
create the phylloxera resistant hybrids that still exist.

After this precious contribution, American wine and wine consumers knew another
black period due to the Great Depression and prohibition. Between 1920 and 1930 just
few bottles of Chianti were allow to be sold as “anti-stress remedy” and most vineyards
had been removed or replaced with table grapes®? or groves. For this reason, even after
the repeal of prohibition, all wineries had to recover and started again from the scratch.
American wine-makers got their revenge and saw the results of all their work at the
Judgment of Paris in 1976, when among the most famous French wines, Californian
Chardonnay Chateau Montelena 1973 and the Cabernet Sauvignon Stag’s Leap 73
incredibly won the first prizes, leaving Old World producers without words. The
winning signed the historic shift toward quality wine production for California and
started the evolution and growth of Napa Valley. Robert Parker talked about a
“democratisation of wine” and the victory of the modern world over the old one.

At last in the 1970s Californian wine production rocketed, beating all records. New
vineyards and investments were made in order to meet the increasing demand, catching
also the attention of European investors, who wanted their “piece of gold”. Since 1960s,
the total surface under vines has increased from 40,500 hectares to 216,000, along with
the number of wineries and shipping. After the pioneer valleys of California as Napa,
Sonoma and Santa Cruz, others followed the wine fever in Monterey, Paso Robles,
Santa Ynez and outside California, in Oregon, a perfect land for pinot noir, and
Washington.

The Blind Judgment was a turnaround also for the image associated to wine, previously
considered an immigrant drinking habit and now the symbol of the American upper-
middle class.

Furthermore, the wineries of Napa created an entire industry around wine-making with
the aim to create loyal customers, for example a strong and attractive tourist offer, fast
infrastructures and connection with San Francisco and marketing campaigns, reinforced
by the reviews on Wine Spectator. The new ideas of Robert Mondavi, with his clear
vision of a sophisticated and elegant wine, were shared with other pioneers of California

as John Daniel Jr., Luis M. Martini, the Christian Brothers, Barringer, Inglenook,

32 WINE INSTITUTE, The history of California wine, 2012.
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Beaulieu and Larkmead®. Together they revolutionized Napa Valley, putting emphasis
on new technologies, varietals and most of all quality. With their effort, Napa became
the most famous American winemaking County in the world.

As said above, with sense of entrepreneurship Europe got interested in American wine
and entered the market through joint ventures. Among them the most famous and
discussed was Opus One, the cabernet born in 1979 from the joined forces of Mondavi®*
and Baron du Rotschild who blended together “tradition and innovation”*. Later on, the
new and highly praised international taste of Californian wines influenced also Italy. In
1980s, the group Antinori started with other Tuscan wineries a production of wines that
wanted to imitate the sweet tastes of California. They involved Mondavi, who bought
half of the shares of Ornellaia and worked with the most influencer oenologists Michel
Rolland and André Tchelistcheff, considered the father of Napa oenology. They
produced the innovative “Super Tuscans”, which obtained first success in US but not in
Italy.

In conclusion, or | should say, just to begin, California, the Golden State of surfers, the
Beach Boys, Beverly Hills and Hollywood has made its voice heard also in the wine
world. Nonetheless, making wine does not guarantee new drinkers. The increase of
wine consumption among the domestic market and a change in American lifestyles are

indeed the challenges US wineries are facing today and tomorrow.

3 HIRA, A., SCHWARZ, T., What makes Napa Napa? The roots of success in the wine industry, Wine
Economics and Politics 3 2014 (37-53).

34 A critical analysis of the wine world during the era of Mondavi, Parker and Rolland can be found in the
documentary of Jonathan Nossiter “Mondovino”. In his film, Nossiter describes lights and shadows of the
international wine world with on one side the typical American philosophy of profits and economic
success and on the other side the disadvantages of homogenized tastes and production.

% https://en.opusonewinery.com/estate/winemaking/
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American production, export and consumption:
USA has a total surface under vines of 224 khax and according to the recent Wine

Institute’s report about US/California Wine production®’, the total production in 2017
was 330.155 million gallons.

According to Wines & Vines and BW166 (2018)%, the total of US wine sales were
$62.7 billion, with $41.8 billion from domestic wine and $20.9 billion from imports.
The top wine country is California with 4,425 wineries (45%), followed by Washington
(8%), Oregon (8%), New York (4%) and Texas (3%)%. The state of California indeed
produces and ships 86 percent of the total American wine production. In 2017, it has
been registered a growth of 3 percent corresponding to a retail value of $35.2 billion and
the shipping within US were up to 241 million 9-liter cases.

Trends of wine production, export and import between 2000 and 2016
30000
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export —emmsimport production

Source OIV

Total US wine export originates mainly from Californian wineries (90%), with a
revenue of $1.53 billion in 2017. The main trading partners are the EU 28-member
countries ($553 million), Canada ($444 million), Hong Kong ($119 million), Japan ($94

% Data from OIV.

STWINE INSTITUTE, https://www.wineinstitute.org/resources/statistics/article83

38BW166, Wine Imports and Exports Report June 2009._https://s3-us-west-2.amazonaws.com/bw166-
public/wine_import_export/2009/06/HM2HH36tLA4T/bw166_wine_import export 200906.pdf

3 The other American states that produce wine are Virginia (3%), Pennsylvania (3%), Ohio (2%),
Michigan (2%), North Carolina (2%), Missouri (1%), Colorado (1%), Illinois (1%), all other states (16%).
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million), China ($79 million), South Korea ($25 million), Mexico ($23 million),
Singapore ($17 million) and Philippines ($14 million).

With more than 100 AVAs (American Viticultural Areas), the majority of varietals
cultivated in US are international vines and the top selling wines are chardonnay,
cabernet sauvignon, red blends, pinot grigio, pinot noir, merlot, moscato, rosé and white
zinfandel. The Rosé registered an incredible grow of 66 percent in 2017 and it is mainly
sold within the domestic market. Also sparkling wine and sauvignon blanc have
registered growth in demand. Indeed, according to the Wine Institute*® the retail value
of wine in 2017 was 62.2 billion with a growth of 2 percent respect the previous year.
The domestic market of sparkling has reached 26.3 million of cases, corresponding to
an increase of 8 percent. The market of Champagne and other sparkling wines gather
approximately 7 percent of the entire American market.

About consumption trends, the data of Wine Market Council** show a balanced
proportion in terms of gender within wine consumers, with 59 percent female and 41
percent male drinkers, where females seem to prefer sparkling and white wine respect to

men who generally drink more reds.

M everyday
26
& more than once a week
A
19 once a week
2-3 times a month
22
once a month
= Millennials = Baby Boomers 13
Generation X m i-Generation 11 Every 2-3 months

= Matures

Source Wine Market Council

40 WINE INSTITUTE, https://www.wineinstitute.org/resources/statistics/article121

“WINE MARKET COUNCIL, 2017 Wine Market Council Wine Consumer Segmentation Slide
Handbook , 2017. http://winemarketcouncil.com/wp-

content/uploads/2017/10/2017 WMC Wine Consumer_Segmentation Slide Handbook?2.pdf
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Considering the increase in the legal drinking age population (+10 percent), the
demographic distribution among wine drinkers identifies five clusters: Baby Boomers,
Millennials, Generation X, over-72 also called Matures and i-Generation, a small group
of drinkers between 21 and 22 years old. Although wine drinking has increased and has
partly substituted alcoholic beverages, only 35 percent of the drinking population taste
wine with high frequency, i.e. more than once a week, but the number is going to grow

thanks to socio-demographic changes.

Total wine consumption
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With the exception of some difficult vintages (2008 and 2010), the total wine
consumption in US has been increasing since 2000, while the increase in consumption
per capita well reflects the changes in drinking customs and habits within the American

population.

Distribution system: the Three Tier System.
5" December 1933, the 18" Amendment is repealed by ratification of the 21°

Amendment: alcoholic beverages and liquors are again legal in the US. Nevertheless,
even today the heritage of prohibition echoes in the American distribution, more
precisely in the so-called 3-Tier System.

Even though some critics would argue that the system is now inefficient and
counterintuitive, its first purposes were to fight the abuse of alcohol among the
population, by pricing goods through mark-ups along the supply chain and to support
the free trade. The objectives of the American Antitrust Act of 1890, indeed, aimed to
decrease the political and economic power of big producers that could create
monopolies and limit consumer choices.

The 3-Tier System is structured as follows. At first stage, there are wine-makers and
grapes growers who sell the final products to wholesalers. At this second level,
distributors, or importers in the case of foreign goods, apply a percentage or mark-up to
the price of the bottle and then they sell it to retailers. These third tiers are for example
grocery stores, wine bars, restaurants, local wine shops that add again a percentage to
the price. For example, a bottle of wine that the winery sells at $5 can be sold in a wine
shop at $15 or even at $30 in a restaurant. In addition, the pricing of “by-the glass” is
even higher especially when bars sell the glass at the same price of the bottle.

The system is complex and the final price of wine does not reflect its original value, but
new trends are gradually disrupting it by bypassing some tiers. It is the case of e-
commerce and direct-to-consumer sales (DTC). Although some States still do not allow
direct shipping and home delivery of alcohol, e-commerce cut the passage of retailing
and flash sales sites are the new frontier for consumers who want to spend less and
purchase quality and international wines. Some of these sites are the Cinderella wine,
Lot18, Winestillsoldout and Garagiste. The category of fast sales sites accounted in

2017 revenues for a total of 100 million dollars.
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E-commerce has also changed traditional marketing, by reaching more customers
through internet, it can increase the loyalty of consumers who start purchasing wine
from the same and trustworthy site and allow wineries to reach customers all over the
world. Wine is also the most popular alcoholic beverage purchased on-line, 65 percent
between 2016 and 2018, followed by spirits and beer.

In 2017, direct-to-consumer sales represented 70 percent of wineries’ entries in Napa
Valley, where wine-tourism offers include often tastings, visits and wine shops. The
strong appeal of Napa and other valleys in California are clear examples of the success
some visionary winemakers were able to foresee in 1980s.

Finally, the additional element of complexity that makes America one of the most
interesting and challenging market for both national and international wine maker is the
differences in laws and regulations within the fifty States*’. The limits to out-of-state
shipping or specific authorisations and licenses change from one State to the other with
national importers and distributors that re-sell again to retailers. This is the reason why
Italian wineries have contact exclusively with national importers and cannot have just

one that can take care of all USA.

The American wine drinker and new trends:
The demographic segmentation of American wine consumers presents four clusters:

Matures (age 69+), Baby Boomers (age 51-68), Generation X (age 39-50) and
Millennials (22-38)*3. Their life-styles, knowledge about wine and financial possibilities
are different and tend to evolve during their life. Nevertheless, we can draw a simple
description of these groups in order to identify the characteristics of American wine
consumers and to guess future perspectives.

Matures are known especially in the sector of spirits and beer and only a small part has
always appreciated wine. The others used to associate it to high economic status,
lifestyles and cultures. The ratio between alcoholic content and price is the first
discriminating attribute matures look at and consider in the evaluation of wine.

Following these parameters, they tend to prefer low-priced wine in large formats.

42 For detailed lists and data see: https://www.bigcommerce.com/blog/wine-ecommerce/#which-states-
allow-you-to-buy-and-sell-wine-online
43 We should remember that in US the minimum age for drinking is 21.

41


https://www.bigcommerce.com/blog/wine-ecommerce/#which-states-allow-you-to-buy-and-sell-wine-online
https://www.bigcommerce.com/blog/wine-ecommerce/#which-states-allow-you-to-buy-and-sell-wine-online

Baby Boomers are today the leading consumers but forecasts have predicted that they
will be surpassed by GenerationX in 2021. They are close to the retirement age or have
already retired and consequently they are changing parts of their lifestyles and interests,
as well as wine consumption habits. However, the more interesting and influencing
consumers are Generation X and Millennials. As the Silicon Valley Bank’s 2018
Report* has highlighted, the first are “at the top of income and spending” and prefer
quality domestic wine that they usually purchase directly at the winery since they are
loyal consumers. Millennials are the most heterogeneous cluster and will surpass
Generation X by 2026. Although they have more knowledge and curiosity about wine, a
considerable lack of financial opportunities, they are indeed also called “frugal
millennials”, limits their chances of purchasing and has considerably separated them
from previous generations. They are still “seeking a premium product and a positive
experience and they are inclined to substitute craft beer and spirits for wine, especially
on premise”* They are quite price conscious without sacrificing quality.

While Generation Xers are loyal, evaluate DTC sales, participate at tastings and visits
and look for experiences, Millennials evaluate more information, relay on technologies
and as Baby Boomers, have moved from restaurants to home drinking.

Summarizing, Millennials and Gen Xers are two big groups that have rotated
consumer’s preferences and represent the target for marketing campaigns and future
strategies. The 2018 Report has also predicted that premiumisation will continue as the
fall of $9 wine consumption and the increase of wine sold between 12$ and 25$
indicates. The economic and financial possibilities of consumers will definitely

influence drinking habits and frequency among the American population.

4  MCMILLAN, R., State of the Wine Industry 2018, Silicon Valley Bank Report.
https://www.svb.com/trends-insights/reports/wine-report/2018-svb-wine-report/
45 Ibidem, p. 18.
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Types’ preferences among the American population.

In order to look at the American wine consumers from a different perspective, we can
use the parameters of analysis of a pilot study published on the International Journal of
Wine Business Research*® that has investigated consumer’s preferences and differences
between New and Old World. The authors have highlighted five clusters: traditionalists,
wine seekers, label fans, insecure and price conscious. The second discriminating
parameter is age, because the study distinguishes simply between young and old people.
The survey highlighted that “Millennials with 70 million members, represents one of the
most promising new wine consumer segment”*’, belonging to the second, third and
fourth clusters. Some are wine seekers, they choose wine according to the taste, the
country of origin, the price and variety, but this description is the same for all wine
drinkers so it does not reflect an only American characteristic. The second cluster, label
fans, groups all drinkers that relay on design, the back labels information, while
insecure consumers trust their previous tastings, recommendation, price and medals

because they generally have little knowledge about wine.

4 DE MAGISTRIS, T., GROOT, E., GRACIA, E., ALBISU, L. M., Do Millennial generation's

wine preferences of the “New World” differ from the “Old World”?: A pilot study, International Journal
of Wine Business Research, 2011, Vol. 23 Issue: 2, pp.145-160.

4TIbidem, p. 146.
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A general characteristic of New World consumers is the high heterogeneity in supply.
While Old World drinkers are more traditionalist and value wine according to the
variety and geographical origin, American Millennials face great numbers and
dynamism, try new products but trust at the most their past experience or
recommendation.

About the preferences of Millennials toward the type of wine, a survey of the University
of Lubbok*, Texas, has showed that 48 percent prefers red, 18 percent white and 34
percent both, and that taste, food-pairing and relax are the three main reasons for
drinking. About varietal, the preferred red is cabernet and the white is chardonnay.
Considering brands, the Pinot Grigio of Felluga, Jermann and Cantina Terlano-Kellerei,
all from Friuli, are respectively at the second, third and fourth in rank of the most
appreciated pinot grigio in US*.

Looking at the new evolving trends in wine consumption and consumers, that are
conversely influenced by economic and social changes, we can point out some new and
more influencing elements that producers should consider while entering the American
market.

Frugal young consumers for example, do not want to pay the restaurant’s mark-ups and
prefer to purchase wine in stores, while Baby Boomers are slowing their spending and
alcoholic consumption. American consumers are gradually moving from big chain
restaurants to smaller and/or fast-casual dining, where small wineries have more
chances to sell their products. The Three-Tier System raises prices and costs so that
especially Gen. Xers prefer to purchase wine directly at the wineries, while Millennials
use to buy it in specialised stores.

Finally, a more careful attention for health and natural products caused a decline in
alcoholic consumption but a new and increasing demand for quality and organic wine,
and since 2013 the demand for organic wine has rapidly increased, opening more doors

for foreign producers.

48 HENLEY, C., FOWLER, (et.al.), Label design: impact on millennials' perceptions of wine,
International Journal of Wine Business Research, 2011, Vol. 23 Issue: 1, pp.7-20.
4 MCMILLAN, R., op.cit, p.20.
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Future perspectives and strategies for Italian wine in US:
The complexity, size and heterogeneity of the American market surely presents many

opportunities for Italian wineries but at the same time several and resourceful
competitors. Every year in US almost 100.000 new etiquettes are presented, old world
countries operates as big groups with massive marketing campaigns, international
varietals are keeping the first positions among drinkers’ preferences and American
consumers still prefer domestic wines. However, these premises should not discourage
Italian wineries’ internationalisation processes and ventures in the New World.

During Vinitaly, at the conference “Wine? Italians do it better”>®, Roger Nabedian,
Senior Vice President of Premium Wine Division of E. & J. Gallo Winery Inc. that
imports wines from six different countries and is the biggest exporter of California
wines in the world, has listed some strategic tips for Italian wine internationalisation.
According to Nabedian, Italian wines should differentiate themselves starting from the
authenticity and the bond with their land in order to meet the tastes and preferences of
the American market. Every bottle should offer inimitable experiences and emotions
that should go beyond the first perceived values.

From the point of view of packaging and labelling, branding strategies should be
created with focus on the target consumer and the product position.

In order to enter the American market, a start from the most representative States where
there is high concentration of drinkers, retailers and distributors can be a good strategy,
along with the careful selection of trustworthy and loyal partners in the target market.
On the other hand, in US some States have reached market saturation, therefore by
moving to fresher States as Texas®® Italian wine has more chances and prospects of
growth among new consumers.

“The first element of strength that Italian can use in order to increase their exports is
definitely the deep and long relationship they have with the land,” commented
Nabedian, “their proud for traditions, culture and values is profound and should be

reflected also in wine.” The deep sense of belonging should combine also innovation

SOCOLSANTE, M., “La chiave del successo nel mercato USA”, in Wine Meridian, 2018.
http://www.winemeridian.com/news _it/posizionamento corretto e coraggio di _osare la chiave di suc
cesso_nel mercato usa 342.html

SIWINE MERIDIAN, “Community is the key”, in Wine Meridian, 10/11/2018,
http://www.winemeridian.com/news_it/community is the key 2677.html
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and will of change, since the market evolves. In other words, Italian wineries should
experiment, dare and hazard a little bit.

Another possible strategy is to follow new channels and to interpret and catch
contemporary trends. The increasing interest for organic wine, especially in US, has
opened new opportunities for Italian wines, always associated with the respect for the
environment and natural and healthy food. In addition, the development of relationships
between producers and consumers, the land and people could start a 360° phenomenon
that includes production, consumption, tourist offers, travels and marketing.

Finally, Italian wine exporters should focus on the socio-demographic differences that
distinguish the numerous consumers. The ability to anticipate particular clusters’
preferences and taste can be a key for future fruitful investments and the growth of

Italian wine consumption.

China:
The long and ancient history of wine and winemaking in China can be traced back to

4000 BC, nevertheless today wine is considered a foreign product. The industrial
production started only in 1892, when Chang Bishi founded the Changyu Wine
production company and started the first large scale production in China.

Through the second half of XX century and especially after 1949, the interests and
investments of Chinese wineries increased. New wine grape varieties were introduced
from Europe but only in 1979, the Great Wall Chinese Wine Company produced the
first dry white that met the European standards.

Between 80s and 2000, China started joint-ventures with French and European
investors, such as the Sino-British Joint-Venture Qingdao East China wine company
established in 1985 and the Sino-French Joint-Venture Beijing Dragon Seal Winery Co.,
Ltd. in 1988.

Since 2000, the interest in wine from Chinese consumers has increased, today the
surface under vines is 847 kha and China is the fourth biggest winegrowing country in
the world®. Nonetheless, the domestic wine production cannot compete in terms of
quality and tradition with the European countries also due to the harsh and difficult

weather conditions of Chinese land. On the other hand though, its high potential is

52 Source OIV.
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visible in consumption trends since the Chinese market is attracting new investors and
exporters.

Since 1995, the annual wine production in China has been steadily increasing, reaching
a domestic production of 11.5 mhl in 2016. Chinese wine dominates the market with 70
percent share, while the other 40 percent is mainly covered by French, Australian and
Chilean imports. In 2017, the total amount of imported wine, both bulk and bottled, was
746 million litres equivalent to a value of 2.8 US million dollars, with an increase of
16.9 percent in volume and 18 percent in value compared to 2016.

Chinese wine imports 2017

M % Variation 2107/2016 W Volume mil. Litres
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CHINESE IMPORT VALUES 2017
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Although China has not the climatic characteristics of other New World countries, with
cold winters in the North and humid-wet summers in the South, we can identify 11 wine
regions. Among them the most representative are Handong Province, Hebei Province,
Beijing, Tianjin, Shanxi Province, Shaanxi Province, Ningxia, and Jilin Province.
Ningxia, in the inner part of China, has produced the most awarded wines winning 34
medals, while Xinjiang, with 22 medals, has the largest wine grape production. The
most cultivated variety is Cabernet, while some experts have found that Chardonnay
and Syrah are suitable varieties for the Chinese soil.

The great achievements of French marketing strategies in the Chinese market long
before other countries have influenced Chinese tastes, and is clear in their preference for
red wines. Nevertheless, some of the strong trends introduced in the 90s are changing.

As a research from Wine Intelligence have showed®, an increase in demand of white

53 PERROUTY, J. P., HALSTEAD, R., RASTEGAR, N, Who will be the winners in China’s “Wine
Market 2.0?”, Wine Intelligence, White Paper VINISUD, 2012.
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dry wines is predicted, especially for those palates who prefer fruit-driven, lower tannin
red wines and aromatic whites.

It is important for importers to suit the Chinese tastes, to match their food and
understand their drinking customs. Softer delicate wines are growing in demand and
becoming popular especially in the metropolitan areas, where wine drinking is
switching from being a luxury good to be the “order of the day”. The increasing female
population is playing a central role in the popularisation of white wine. Women indeed
show more interest and knowledge of wine, but still think that male should buy and /or
order it.

Some autochthonous and native Chinese varietals will have brighter future since they
are better suited to the local climates and soils, they have great resistance to diseases
and new investments in technology and machinery from Chinese wineries will surely
increase the quality of the final products. Nevertheless, the competition with domestic
wine should not scary importers, since the direct substitutes are not Chinese wines but
national alcoholic beverages as baijiu and beer.

Moreover, in order to develop a targeted marketing strategy and promotion in China, it
is important to understand the role that alcoholic beverages and wine play in the
everyday life of people and their cultural values. Traditionally alcoholic drinking is part
of the Chinese culture and is mainly associated to official celebrations and important
events. Indeed, during the Mid-Autumn festival or New Year’s Eve, the average
consumption usually rockets. But, even though the old rituals have been reinterpreted
in a modern key, wine drinking is still associated to western tradition. In other words, as
Europeans know little about tea, Orientals know less about wine, but some things are

changing.

Chinese consumers:
According to the study conducted by Liu et al.>* about the consumer segmentation of

Chinese market, wine drinkers are often well educated, with high incomes, between 19
and 35 years old and live in urban areas. The majority of them buy wine at
supermarkets (73 percent), for special occasions and as gifts. The Chinese tradition of

mianzi, literally “face”, deeply affects wine purchasing decisions. Mianzi is the self-

5 LIU, Hong BO, et al., The Chinese Wine Market: a market segmentation study, Asia Pacific Journal of
Marketing and Logistics, Volume: 26, Issue: 3, 2013, pp. 450-471.
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esteem a person has and in turn his image or reputation perceived by others, for this
reason “losing your face” is a very disgraceful consequence for Chinese people. Chinese
use to purchase expensive wines also in order to show politeness and respect for the
gift’s receiver. For this reason, an expensive imported wine, associated to attributes as
higher quality, sophistication and respect in business context®, is bought for special
occasions or business dinners.

It is evident how much the product’s symbolism plays a strategic role in consumers
drinking habits, indeed, Chinese prefer to order imported and expensive wine at
restaurants or buy them as gifts and domestic wine for home consumption.

In addition, the symbolism of colours influences consumers’ choices. Red wine (even
better if French) is healthy, associated to blood and all attributes linked to the traditional
Chinese medicine and is the colour of celebration and happiness. Indeed, Chinese
started drinking wine not only because it was trendy and sophisticated, but also for its
health benefits. Wine, with less alcoholic content than traditional Chinese liquors, is
indeed better for both body and mind, helping people not to exaggerate and keeping that

mild and respectful attitude that the Confucian philosophy teaches.

Estimated maket shares by Estimated market shares
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% CAMILLO, A.A., A strategic investigation of the determinants of wine consumption in China,
International Journal of Wine Business Research, Vol. 24, Issue 1, 2012, pp. 69-92.
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Moreover, despite the enormous numbers of Chinese population, the consumption per
capita of wine, with less than 0.5 litres per person, cannot be compared with the
European standards. On the other hand, the occasions of drinking and the increasing
number of wine drinkers in all Asia are rich chances for Old and New World producers
to export wine in China, as well as Singapore, Hong Kong and South Korea. The two
graphs show the strong link between premium wine consumption and official or
business occasion, but they also introduce the new trend of more common way of
drinking fine wine in casual places such as pubs or wine bars.

The education programs and strategies are the most successful ways in which Chinese
people can know about wine and get more interested. The most important sources of
information, along with the traditional recommendation and word of mouth, are product
reviews, wine tastings, wine educational classes and wine trade shows, product labels
and social media. The organisation of events as masterclass, private tastings and fairs
are important to spread the knowledge through new channels and in innovative ways

that could catch the attention of the young Chinese population.

According to a behavioural-benefit segmentation base, the Chinese consumers can be
divided in extrinsic attribute seekers, intrinsic attribute seekers and alcohol-level
attribute seekers. Except for the third group that are the more traditionalist and purchase
mainly domestic wine according to its alcoholic content, the two other clusters are good
examples of the Chinese market’s complexity. From this differentiation, indeed we can
deduce some important elements that characterise Chinese consumers. For example, if
we consider the first cluster, we understand that the relationship between price and
quality is not the same as in the West. Chinese associate price to social status, business
position and the country of origin. Since imported wines are more expensive, they are
also perceived as better in quality. But in many cases, this has nothing to do with the
image of the country or wine region in China, except for France. On the other hand, the
second cluster that evaluate more attributes such as health, knowledge and food
pairings, focus his attention on the wine’s taste, rather than on its price. Again,
attributes such as the country or place of origin, as well as the variety or the vintage

year, are not considered by Chinese consumers in their consumption choices.

51



Despite all Asian cultures are westernizing themselves by changing many habits and
abandoning others, for example the most evident change is the increase of materialism
and consumerism among all levels of society, the deep rooted culture of a country
cannot be easily substituted and represents the biggest obstacle for foreign investors.
Old world producers should therefore concentrate their attention not on the simple
exportation of the same values, traditions and usages linked to wine-drinking in Europe,
as they have done in other markets as US, but should mainly focus on a different and
modified promotion, in order to meet Asian tastes and drinking customs.

Who are conquering the market: France and Australia
The case and story of the great success of French wine in China can only be a striking

lesson for all other importers and success seekers in Asia to the point that some critics
have talked about a true monopoly of the quality wine sector, in particular of the
Bordeaux.

When French went to China for the first time, they could draw on a blank canvas,
because the general knowledge of Chinese consumers about wine was close to zero.
They for example used to associate quality to high price and healthy attributes to red
wine, since they thought that the only colour of wine was red and they preferred fruity-
sweet tastes. Thanks to a great work of promotion and the contemporary help from big
and most of all French supermarket chains as Carrefour, Auchan and Metro,*® French
exporters imposed their red wines and conquest the palates of Chinese drinkers. As
previously explained, Chinese also associated health benefits and positive attributes to
red wine, a cultural fact that has helped the French. Considering that the majority of
Chinese consumers purchase wine at supermarkets, the success was written in advance.
But the most interesting achievement that French got from the adventure in China, is
that they were able to create a strong and positive mental association between Chinese
minds and French wine. The value of some regions as Bordeaux and Medoc increased,
attracting also Chinese investors that in some ways saved some Chateaux from
bankruptcy. They were able to create a strong bond between China and France, that later
developed in visits in wineries and travels to French wine regions.

Nevertheless, French are not the only competitors of Italian wine exporters. They

should watch out also other aggressive producers as Chile and Australia.

% XU, M., French wine marketing in China, Final Thesis, Université de Strasbourg, academic year 2012-
2013.

52



The strategies of these two New World producers and the weapons they use for
consumers’ attraction are different and innovative. Indeed, China is the leading market
for Australian wine export (63 percent), which reached a total export in terms of value
equivalent to $676 million in 2016, thanks also to the “China-Australia free trade
agreement” signed in 2015, which cut import duties. Other similar bilateral agreements
within China and Chile and China and New Zealand have favoured exportations from
these countries. For example, the 2005 agreement on free trade between Chile and
China has increased by 23.7 percent the Chilean exports.

The elimination or reduction of trade barriers has increased exports both in terms of
volume and value, allowing big Chilean and Australian wineries to invest in marketing
and promotion®’. Australia, for example, developed a differentiated marketing strategy
for every targeted Chinese region, since they are characterized by different tastes,
religion, language and traditional gastronomy. Chinese in the north part of the country,
for example, tend to prefer salty dishes; in the south they prefer them very spicy, in the
north-west spicy, in the south-east sweet, while along the coast they eat mainly fish and
shellfish. Australians have also invested in the Chinese culture knowledge, especially in
learning about pragmatics, politeness and the right behaviour during business
transactions. They demonstrated to their Chinese partners a true and less arrogant
approach and at the same time, they learned the market structure and the internal deep
differences between the numerous regions of China.

According to Direction 2025°, a 2007 survey and prediction about the development of
production and marketing strategies of the Australian wine sector, the key element of
success is targeted campaigns, along with the pursue of competitive advantage through
the maximisation of production with new technologies that can preserve and guarantee
high volumes of affordable good quality.

The most recent “Australian wine made our way” presented at the 2018 Vinexpo Hong

Kong®®, showed a picture of Australian wine that promotes its wine sector characterized

5" CORSI, Armando Maria, MARINELLI, Nicola, ALAMPI SOTTINI, Veronica, (2013) "Italian wines
and Asia: policy scenarios and competitive dynamics”, British Food Journal, Vol. 115 Issue: 3, pp.342-
364.

SWINE AUSTRALIA, Directions to 2025, 2007. http://www.wfa.org.au/assets/strategies-
plans/pdfs/Directions-to-2025.pdf

SMADIGAN, A,. “Australian winemakers doing it ‘our way’ at Vinexpo Hong Kong ", in Australia’s
wine business magazine, 05/30/2018, https://www.wbmonline.com.au/new-campaign-unveiled-in-hong-
kong-australian-wine-made-our-way/
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by camaraderie in the wine community, strive for excellence and innovation. The
combination of brand strategies and Australian wine story is the reason of success of
Australian wine that wants to transform the difference from Old World wines in an
element of strength. Indeed, Australians do want to present a different and new product,
made with the most innovative techniques and at a lower price, presenting fruit-forward
wines that can be appreciated by many different consumers. For this reason, they
organised the marketing campaigns focusing on both the product’s attributes and the
consumer’s preferences. The direction 2025 has highlighted how much Australian
wineries have invested in branding, focusing on what consumers desire. The results
show that consumers choose wine according to the benefits they receive and the brand
personality. There are four different personalities® associated to wine and four other

perceived benefits®! on which Australian wineries built their strategies.

And ltaly?
Italy is therefore on one side pressed by France that seems to control great part of the

premium wine category, and New World countries, Australia, Chile and New Zealand,
on the other, that have gained a competitive advantage thanks to the trade agreements.
Therefore, how can Italy emerge and increase its power in the Chinese market?
According to Li Medei, oenologist and professor at the Beijin Agriculture College®?,
Italian wines have some unique characteristics that, with the right promotional
strategies, could beat French and other competitors.

The ideas of Medei coincide with the SWOT analysis made by Corsi, Marinelli and
Sottini about Italian wine in China®3. They all think that the strength of Italian wines are
rooted in its authenticity, quality and health benefits. The idea of authenticity suggests
the classic style associated to Italy, with its long history and rich gastronomical
tradition. In addition, health benefits are associated to the properties of wine and the
sustainable-organic philosophy of Italian wineries. The point is that all these attributes

can make the success of Italian wine, but at the same time, could cause a catastrophe

LRI

60 “Brand Champions”, “generation next”, “Regional Hero” and “Landmark Australia”, according to the
personality you associate to wine drinking and your own personality.

61 “Quality”, “Value for money”, “social” and “emotional”.

B2WINE NEWS, Il futuro del vino in Cina, e le possibilita per il vino italiano, nel dialogo tra WineNews e
Li Demei, professore di Enologia al Beijing Agriculture College. "Per competere davvero con la Francia
bisogna investire in promozione ed educazione",in Vinitaly, 08/02/2017,
https://www.vinitaly.com/it/news/wine-news/il-futuro-del-vino-in-cina-e-le-possibilita/

3 CORSI, A. M., MARINELLI, N., ALAMPI SOTTINI, V, op.cit.
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without a correct and thoughtful promotion. Since Chinese associate positive values to
the Italian food, matching food and wine could be a good strategy, especially thanks to
the power of “Made in Italy”, the second most recognizable brand in the world.

In addition, also pairings between Chinese cuisine and Italian wine can be a strategy, if
we think at the marriage between the fish dishes of coast cities and the white wine with
high acidity level and less tannins from Friuli, Trentino or Sicily.

With the development of specific and culture-based strategies, it is possible to diminish
the appeal for French red wines with the offer of new, innovative and more suitable
products. The key role of promotion and the necessary synergy within Italian wineries
are the most important element that should be improved and on which we should
concentrate energies and investments, according also to Fabio Piccoli. In his
intervention at “Le Radici del Vino” 2018 in Rauscedo he has clearly explained that in
order to fight big winemakers, we should invest especially on two things: personality
and diversification. Big wine areas, such as the Triveneto (Friuli Venezia Giulia, Veneto
and Trentino Alto Adige) should work as a district, cooperate and develop shared
marketing strategies, especially in gigantic emerging market as China and Russia, where
it is important to organise and set the strategy before entering the market. About Italian
wine personality and diversification, Piccoli highlighted that a differentiated offer can
reduce the negative consequences of low fidelity from the consumer and the power of
other competitors®*. Moreover, the great number of different wines that Italy offers, it is
a strategic weapon in order to avoid generalisations and to make specificity and
uniqueness more visible.

China is indeed a new emerging market for wine and the perspective of growth for
Italian wines is still very high. Cooperation within wineries coordinated by national
institution or organisations can be helpful for presenting at fairies in groups and not
alone, for developing a single presentation as a country, region or designation, and

targeting specific clusters.

As we have observed, US and China are two different markets, where wine is

differently known consumed and diffused. Despite these differences among foreign

84Every year in US 150,000 new etiquettes are created. Italy now has competitors at global level and the
only solution seems diversification.
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markets, the Italian wine land, the regions, the geographical designations seem to have
failed.

In USA, Italian wineries presented themselves separately and alone, they invested in
branding, putting the name of the winery or the variety of wine before the provenance.
At international fairs, except for some, wineries are not organised as a group, but
everyone works alone. In 2018, this behaviour is no longer acceptable in 2018 and it is
also counterproductive, considering a global market with a globalised consumer.

These types of promotion are deeply damaging the land, the imaginary associated to it
and its values. Even though other countries have understood the power of land and
designations or the so called “Country of Origin effect”, Italian wineries have
underestimated it.

Chilean, Australian and New Zealand wineries are promoting the country of origin,
though with higher economic possibilities, but surely with less quality in terms of value.
While Californian wineries are focusing everything on the valleys and land, investing in
storytelling, in vineyard visits and DTC sales. In a market where every year 100,000
new wine etiquettes are created, it is impossible to impose a brand when the dimension
of the vineyard are too small as in the case of Italy.

Despite this first pessimism, some wineries have understood the importance of
cooperation and team working, rather than trying to do it all alone. At the conference
organised during the event “Le Radici del Vino” in Rauscedo, Fabio Piccoli declared
that Napa Valley’s vineyards in 2017 made 70 percent of total revenue with DTC sales.
This result explains the power of attraction those vineyards have and how well they
have managed promotion and marketing. “We should remember”, said Piccoli, “that in
Napa Valley and Sonoma there is nothing but vineyards, while here in Italy we can offer
wine, art, history, unique landscapes and more. We are blind, if we do not understand
the potential of our regions.”

The other important lesson that invalidate the doubts of some Italian winemakers, is that
presenting the land first does not diminish the power and value of the single winery. On
the contrary, it increases it and diminishes the costs of organisation and logistics,
especially about managing and keeping distributors and wholesalers, which is always a

task for small or micro wineries.
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The second secret for the future of Italian wine is education. New and updated
educational programs, with tastings, workshops with the detailed and consumer-specific
presentations could be a good path through which we can penetrate the market or
consolidate our position in others. From the perspective of consumers, specific studies
of the target market and consumer today are fundamental. The stubborn individualism
of Italian business should stop as soon as possible and give space to cooperation.

Thirdly, Italians should not forget about Italians. The domestic consumption per capita
is lowering down due to the change in consumption habits and the direct competition
from other alcoholic beverages. Further researches could highlight new strategies and
inspire new investments within our country that could increase the popularity of wine
among new generations. It is true that new emerging countries in Asia and America are

discovering wine, but we should not forget that it is part of Italian culture.
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2. Wine consumers and wine marketing
In this chapter, | will try to identify wine consumers starting from a comparative

analysis of different markets, with the purpose to illustrate the complexity of the global
market and wine drinkers. My analysis will focus on some parameters of differentiation,
more precisely, from a socio-demographic perspective and lifestyle determinants. 1 will
illustrate the differences and similarities within consumers of the same age but with
different origins. This degree of complexity generates clusters of different sizes and
niches and distinguishes one market from the other.

The second perspective of analysis will focus on the expected benefits and attributes
that international consumers usually associate to wine, their purchasing habits and
preferences.

In addition, from the description of some new emerging trends, | will draw some ideas
for a new and innovative marketing of Italian and Friulian wines that can lead to new
opportunities of growth and to a better promotion of our products at international level.
There is a global market but not a global consumer; hence, we can only identify some
“global” trends that must be adapted according to the producer, exporter and final

consumer.

Who is the wine consumer?
Wine consumer or wine consumers? In our globalised, stratified and complex world, the

answer seems obvious. New and trendy occasions of use, new types of consumers,
communities and groups of drinkers appear every day, creating a more entailed and
stratified demand that is hard to intersect and fully satisfy. A definition or
classification’s system of these new consumers is therefore crucial. The method of
analysis and the classification‘s parameters, though, change according to the market and
country and for this reason, the analysis does not present always the same results. This
level of complexity inevitably affects marketing and positioning strategies, the
producers and distributors’ choices, which will vary according to the target market and

demand.

From a socio-demographic perspective, we can classify and identify the different groups

or clusters, and eventually niches, according to their lifestyles, place of living, culture,
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to their social status, income, hobbies or their needs®. In order to identify groups of
wine consumers, a starting point could be the use of some segmentation variables®®. As
Galletto and Gregori have described®’, we can divide wine consumers according to age,
gender, family structure, religion, education, job and income. From a geographic
perspective, the elements that affect wine consumers are for example the place of origin,
of residence and the climate. Finally, there are the psycho-geographic variables that
include lifestyle, personality and social classes.

Even though some® would argue that Kotler’s variables are too simplistic since they do
not consider the complexity, heterogeneity and hybridity of the globalised or
“glocalised” consumer, we can still apply them not forgetting that, due to this level of
complexity, the picture of a global wine drinker would be just a mere abstraction.

In a multi-racial, -ethnic, -linguistic and —cultural society, where our cities are crowded
of people that come from all over the world, have different tastes and needs, the
grassroots marketing could be a good solution. In order to fulfil this goal, we should ask
ourselves about the characteristics of new wine consumers, such as Millennials and
Asian people, their lifestyles and context of drinking, and especially their unsatisfied
desires, needs and expected benefits, analysing their product-use situation, product
benefits and especially perceived values. There is not just one successful type of wine or
one successful variety as well as there is not only one type of consumer. The key point
is again a perfect mix of consumer targeting and one-to-one marketing.

The wine internationalisation and the attempt of some firms to expand their exportations
in new markets should intersect the new demand of wine drinkers. They, for example,
can be divided according to their age and lifestyle.

As the study of Roe and Bruwer has shown®®, two main distinct groups of consumers

70

are “Millennials ™ and “Generation X”. The first are between 6 and 29 and have grown

up with technology, social media and internet. They look for diversity, novelty and

8 Maslow’s pyramid of needs divides the people’s needs in “basic physiological”, “safety and security”,
“belonging and social activity” and “self-realisation and fulfilment”. He draws a hierarchy of necessities,
where the consumption of wine could fit in the last three groups.

8 | will use the variables of KOTLER, Marketing Management, Pearson, Milano, 2012, p. 335.

8" GALLETTO, L., MALORGIO, G., POMARICI, E., ROSSETTO, L., op.cit., pp. 53-65.

% LINDRIDGE, A., Segmentation in cross-cultural settings, in RUGIMBANA R., NWANKWO, S.
(eds.), Cross-cultural Marketing, Thomson, UK, 2003, p. 78.

8  ROE, D., BRUWER, J., Self-concept, product involvement and consumption occasions: Exploring
fine wine consumer behaviour, British Food Journal, 2017, Vol. 119 (6), pp.1362-1377.

70 Also known as “Generation Y.
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relay on internet for getting information and knowledge, they are usually eager for new
challenges and prefer brand wine. A survey of Eliott and Barth’! over a group of young
American students has revealed that Millennials evaluate more the extrinsic product
characteristics than the intrinsic one. In other words, name, packaging, layout, brand
and design count and attract more their attention than other attributes, as the country of
origin, the variety, the producer and the vintage year.

Nevertheless not all Millennials are the same. A recent survey on young drinkers in
South Africa’® has highlighted the core economic role of this group of drinkers who,
despite their age, have their own tastes and preferences. Subjective knowledge seems to
be more important than objective connotations as brand, price and awards. Indeed,
young South African consumers relay more on their previous experiences and on their
friends or family’s advises. The importance given to personal relationships is connected
to the contexts of wine drinking. It is associated to conviviality, sociality and fun,
attributes that generation X does not usually evaluate. However, a study” about
American and Spanish Millennials has compared “New World” and “Old World” young
consumers, showing that Americans share some characteristics with the South Africans,
while Europeans are more traditionalist, preferring wine according to the designation of
origin and variety. One common feature is the little importance they both give to label,
design, brand and awards, which are in turn, important attributes for Generation X.
They treat media with irony and do not trust it. Indeed, they prefer informative
advertisement rather than persuasive one, they encountered in their life a long series of
economic and social changes, they moved from having a lifelong job to a temporary
one, but they are still self-assured and independent. Generation X includes often a group
of consumers who are willing to pay more for premium wine, drink it during special or
formal occasions at home and at restaurant, but do not necessary drink more in terms of

quantity.

L ELIOTT, S., BARTH, J. E., Wine label design and personality preference of Millennials, Journal of
Product and Brand Management, 2012, vol. 21 (3), pp. 183-191.

2 LATEGAN, B. W., PENTZ, C. D., DU PREEZ, R., Importance of wine attributes: a South African
Generation Y perspective, British Food Journal, 2017, Vol. 119 Issue: 7, pp.1536-1546.

8 DE MAGISTRIS, T., GROOT, E., GRACIA, A., ALBISU, L. M., Do Millennial generation's wine
preferences of the “New World” differ from the “Old World™?: A pilot study, 2011, International Journal
of Wine Business Research, Vol. 23 Issue: 2, pp.145-160.
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Generational differences are therefore fundamental for market segmentation and show a
clear differentiation among consumers. Nevertheless, the questions should not focus

only on who purchases wine but also why, for which occasions and in which situations.

From the point of view of lifestyles, according to Martinez-Carrasco et al.” in the
Spanish market there are four lifestyle variables of quality wine drinkers: interested in
gastronomy, in healthy life, social activity and ethnocentric people. The first group buys
wine for dinners with friends or themselves, talk about their hobby with friends and sale
assistants and read specialised magazines. People who drink wine to socialise, to have
fun with friends and meet new people evaluate it not only for its taste, but for its
symbolic function, that may go from a demonstration or rather an ostentation of
social/economic status or class to a simple way of relaxing and chilling. Then, there are
the ethnocentric consumers, who prefer local and national products, for example PDO
or regional wines”, who drink and purchase wine because it is part of their tradition and
reflects their identity. Finally, some healthy people believe in the physical and
psychological benefits’® of a moderate wine consumption. All natural wine’s
consumers, green people who appreciate the sustainable aspect of winemaking and
cultivation belong to this type of consumers.

In the emerging market of Far East, we can observe a complete different group of
consumers, who have different characteristics, associate different values to wine and
purchase it for different occasions. Chinese people like wine, but do not really know it.
Thanks to the booming economic development and a process of westernization, also
Chinese people have started drinking wine, many new alcoholic brands have entered the
market and western supermarkets and lifestyles have affected or influenced Chinese
drinking habits. The increased competition has lowered prices and increased the wine

consumption, especially in urban areas. A survey of the Universities of Adelaide and

" MARTINEZ-CARRASCO, L., BRUGAROLAS, M., MARTINEZ-POVEDA, A., Quality Wines and
Wines Protected by a Designation of Origin: Identifying Their Consumption Determinants, in Journal of
Wine Research, 2005, Vol. 16, No. 3, pp. 213-232.

S This latter category can be applied mostly on European Old World wine producer countries given the
importance and role of wine consumption in their national tradition.

8 For further reading about healthy consumers, see SAMOGGIA, A., Wine and health: faraway
concepts?, 2016 , British Food Journal, Vol. 118, Issue: 4, pp.946-960.
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Beijing”’ has studied the consumer’s preferences and characteristics in the Chinese
capital, showing a complete different scenario in comparison to the American market.
Chinese consumers indeed do not know wines and their purchasing decisions are made
on the criteria of geographical origin, previous experiences, brand and recommendation.
On the other hand, wine variety, alcoholic percentage, design, layout and specific

readings are not fundamental in buying.

Other market segmentation parameters are the expected benefits that a consumer hopes
to receive from a product. Wine can be seen as a sexy beverage, associated to a social or
economic status, consumed for self-realisation in order to show an interesting
personality. It may be el