
Catch	  Up	  in	  the	  Wine	  Industry:	  
The	  Rise	  of	  the	  New	  World	  and	  
the	  Revenge	  of	  the	  Old	  Guys	  

	  

Roberta	  Rabello*	  
Dipar.mento	  di	  Scienze	  Poli.che	  e	  Sociali	  	  	  

Università	  di	  Pavia	  
	  

 
 
 

Port	  of	  Spain–	  9th	  October	  2014	  



The	  global	  wine	  industry	  un@l	  the	  1980s	  
•  As	  a	  result	  of	  centuries	  of	  tradi.on,	  un.l	  the	  
end	  of	  1980s,	  the	  main	  European	  producers	  -‐	  
France,	  Italy,	  with	  Spain,	  Germany	  and	  
Portugal	  -‐	  dominated	  the	  wine	  industry	  both	  
as	  producers	  and	  consumers;	  

•  Two	  events	  have	  originated	  big	  changes	  in	  the	  
global	  industry:	  
–  the	  Judgement	  of	  Paris	  when	  a	  Californian	  wine	  
won	  for	  the	  first	  .me	  an	  interna.onal	  prize;	  

– The	  UK	  licence	  reform	  allowing	  supermarkets	  to	  
sell	  wine.	  



A	  short	  story	  of	  catch	  up	  	  
in	  the	  global	  wine	  industry	  

•  Stage	  #	  1	  –	  From	  1995:	  The	  rise	  of	  NW	  leaders;	  
•  Stage	  #	  2	  -‐	  From	  2005:	  The	  Old	  World	  regaining	  
momentum	  and	  some	  dynamics	  among	  the	  NW;	  

•  Stage	  #	  3	  (?)	  –	  From	  2010:	  The	  new	  emerging	  
Asian	  markets:	  a	  new	  stage	  of	  the	  catch	  up	  
cycle?	  

	  



Stage	  #	  1	  -‐	  The	  window	  of	  opportunity	  in	  the	  market	  

•  Wine	  from	  staple	  food	  in	  tradi.onal	  producing	  countries	  
(OW)	  to	  beverage	  for	  special	  occasions	  also	  diffusing	  in	  new	  
markets:	  
•  Steady	  decline	  of	  domes.c	  wine	  consump.on	  in	  tradi.onal	  
producing	  countries	  (i.e.	  France	  from	  124	  lt	  in	  1961	  to	  39	  lt	  in	  2009;	  
Italy	  from	  108	  to	  43);	  

•  Steady	  increase	  in	  demand	  from	  non-‐producing	  countries	  (e.g.	  UK,	  
Scandinavian	  countries,	  the	  Netherlands):	  consumers	  with	  no	  prior	  
experience	  and	  no	  knowledge	  and	  acachment	  to	  European	  
appella.ons;	  

•  Increased	  importance	  of	  supermarkets	  and	  large-‐scale	  
distribu.on:	  supermarkets	  require	  large	  volumes	  of	  good	  
quality,	  easy	  to	  drink,	  affordable	  interna.onal	  variety	  of	  
wines	  such	  as	  Sauvignon,	  Cabernet,	  Chardonnay.	  



Stage	  #	  1	  –	  The	  rise	  of	  the	  NW	  
Exports	  in	  volume	  	  

	  
Exports	  in	  value	  	  

	  



Stage	  #	  1	  –	  The	  new	  market-‐driven	  wines	  

•  NW	  countries	  have	  been	  rapid	  to	  adapt	  to	  the	  new	  market	  
requirements	  in	  terms	  of	  quality	  consistency,	  large	  scale	  
produc.on,	  easy	  to	  drink	  wines	  through	  a	  strategy	  based	  
on:	  
① Moderniza.on	  of	  produc.on	  processes;	  
② Increasing	  importance	  of	  science;	  
③ Openess	  to	  foreign	  knowledge	  and	  technology	  (the	  

flying	  wine	  makers);	  
④ Industry	  consolida.on	  (na.onal	  and	  transna.onal	  

mergers,	  acquisi.ons).	  



Stage	  #	  2-‐	  The	  new	  window	  of	  opportunity	  in	  
the	  market:	  the	  increasing	  aOen@on	  to	  terroir	  

•  Consumers	  are	  becoming	  more	  sophis.cated	  and	  
educated	  and	  seek	  for	  differen.ated	  products	  that	  
possess	  high	  intrinsic	  quality,	  but	  also	  specific	  
intangible	  features,	  such	  as	  history	  and	  
authen.city;	  

•  OW	  countries	  have	  experienced	  a	  growth	  in	  the	  
unit	  value	  of	  their	  exports,	  while	  the	  NW,	  apart	  
from	  New	  Zealand	  and	  Argen.na,	  hardly	  had	  any	  
change;	  

•  Italy	  and	  Spain	  have	  increased	  their	  sales	  in	  the	  top	  
market	  segment	  (bocled	  and	  sparkling	  wines).	  



Stage	  #	  2-‐	  The	  moderniza@on	  of	  the	  incumbents	  
•  In	  OW,	  idiosyncra.c	  behaviours	  have	  been	  replaced	  by	  an	  

increased	  acen.on	  to	  market	  requirements	  both	  in	  terms	  of	  
quality	  and	  price;	  

•  Innova.on	  in	  grape	  produc.on	  (e.g.	  precision	  vi.culture	  
methods	  to	  reduce	  the	  use	  of	  chemicals;	  infrared	  
technologies	  to	  op.mise	  canopy	  management	  procedures	  
and	  give	  uniformity	  and	  consistency	  to	  grapes)	  and	  in	  cellars	  
(e.g.	  steel	  tanks,	  electric	  grape	  sorter,	  cooler	  machines);	  	  

•  More	  acen.on	  to	  marke.ng	  and	  branding;	  	  
•  A	  market	  driven	  approach,	  coupled	  with	  a	  strong	  

differen.a.on	  of	  brands	  and	  products,	  which	  claim	  their	  
authen.city	  due	  to	  a	  centennial	  history	  of	  winemaking,	  have	  
proved	  to	  be	  a	  successful	  mix	  for	  OW	  producers.	  	  



Stage	  #3	  (?)	  -‐	  The	  new	  emerging	  Asian	  markets	  

•  Asian	  markets	  are	  the	  new	  fron.er	  for	  both	  OW	  and	  NW	  
wine	  producers;	  

•  China	  might	  become	  also	  a	  main	  compe.tor	  in	  wine	  
produc.on;	  

•  Yantai	  Changyu	  Pioneer	  Wine	  has	  suddenly	  climbed	  up	  
to	  the	  5th	  posi.on	  among	  the	  largest	  wine	  companies	  in	  
the	  world;	  

•  Several	  Chinese	  acquisi.ons	  of	  French	  châteaux	  as	  well	  
as	  investments	  in	  US	  and	  Australian	  wine	  companies;	  

•  Will	  the	  global	  wine	  industry	  shiU	  its	  barycentre	  
towards	  the	  East?	  	  



The	  wine	  catch	  up	  cycle:	  summing	  up	  

•  The	  catch	  up	  process	  is	  slow	  and	  incomplete:	  
① Latecomers	  	  are	  catching	  up	  with	  the	  leaders	  via	  

a	  path-‐crea.ng	  strategy	  based	  on	  innova.on	  in	  
products	  and	  processes	  and	  on	  the	  adop.on	  of	  a	  
conducive	  ins.tu.onal	  set	  up	  rather	  than	  on	  
costs;	  

② The	  incumbents	  have	  ini.ally	  lost	  some	  market	  
shares	  but	  instead	  of	  disappearing,	  they	  have	  
been	  able	  to	  retain	  their	  leadership	  by	  adap.ng	  
to	  the	  new	  path	  created;	  

③ Recently	  there	  are	  new	  latecomers	  entering	  into	  
the	  global	  market.	  
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Stage	  #	  2	  –	  The	  changes	  in	  the	  EU	  regulatory	  
environment:	  from	  ex	  post	  to	  ex	  ante	  interven@ons	  
•  In	  the	  EU,	  the	  wine	  sector	  has	  been	  historically	  strongly	  
regulated:	  
–  This	  has	  oriented	  experimenta.on	  and	  diversifica.on	  to	  
respect	  severe	  codes	  in	  winemaking	  and	  plan.ng;	  

–  The	  system	  has	  helped	  to	  convey	  the	  idea	  to	  consumers	  that	  
quality	  is	  .ed	  to	  the	  geographical	  origin	  of	  the	  win	  (high	  
prices	  of	  appella.on	  wines,	  in	  par.cular	  in	  the	  highest	  
segments	  of	  the	  markets:	  e.g.	  Champagne,	  whose	  price	  is	  
much	  higher	  than	  other	  sparkling	  wines,	  even	  those	  from	  
very	  close	  vineyards);	  

•  In	  2008	  with	  a	  major	  reform	  drawn	  by	  the	  idea	  that	  
consumers	  have	  to	  decide	  what	  quality	  is,	  policy	  
interven.ons	  have	  shioed	  from	  ex	  post	  interven.ons	  (to	  
absorb	  excess	  produc.on)	  towards	  ex	  ante	  incen.ves	  to	  
investments	  (hard	  and	  soo)	  promo.on	  and	  marke.ng.	  


