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Abstract: International competitiveness of Spanish and fean wines is facetly growing supply, decreasing
domestic demand, declining public support, anchgisiompetition from New World producers. Resolvthg wine
competitiveness crisis will require restructuringogesses in production and innovative strategiestraule,
particularly external trade. The purpose of thipgras to explore main current and future develapsaffecting the
global wine market and their implications from aa8igh expert viewpoint. After identifying the workdne market'’s
main features and conditioning regulatory fact@sprospective analysis of international trade asdekpected
effects on export strategies of the Spanish wineraiprs is carried out, using a two-stage surveyiraress
accomplished with a representative expert groum fdifferent professional backgrounds. Broadly, resirdicate
that while several tendencies experienced overldbe decade will be maintained and/or intensifieding the
coming years, the major drivers of wine trade aachgetitiveness will increasingly relate to the rofeemerging
consumer countries, quality and demand-drivenbaiteis, product differentiation and promotional nedirig.

Keywords: wine markets, export prospects, export strate@pain.

1. Introduction and background

The wine industry is important to the Spanish adtizal economy, both in terms of production andatu
development. Wine average contribution to totalicadfural output value is around 3%, while its
importance increases notably in many regions witeie almost a monoculture. The Spanish vineyard
area is the biggest worldwide (1,128,000 hectatéslgh also is amongst the less productive with an
average about 28 hl/ha, quite below other countikesFrance or Italy having yields close to 60hal/
Over the last few years, different facts have baffecting international competitiveness of the Sglan
wines, requiring the adoption of new actions withim integrated approach entailing technological and
economic aspects.

The wine sector is evolving in an increasingly cefitpive international scenario characterised by the
irruption of new producing countries with innovatistrategies in production and trade, allowing them
occupy growing participations in the global winerk®d. In fact, although the chief traditional predus
(France, ltaly and Spain) maintain worldwide marlegtdership, the so-called new producer countries
(mainly the United States, Australia, Chile, Argeatand South Africa) are those that largely had |
the intensification of international trade occurmaing the last years!.! These countries base their
export strategy on strong brands linked to a nedffi homogenous product range, supported by
substanst[iz?l investments in promotion and advedisand easily identifiable by the consumer through
varieties“.

International positioning of new producers is daeoured by high business concentration. The tog fi
companies control 73% of wine production in the teldiStates, 68% in Australia and 47% in Chile,
against respective figures of 13% in France, 10¥Spin and 5% in Italy’!. High concentration
facilitates the elaboration of plans for penetmatind consolidation in external markets, substhntia
investments in technical innovation and promotiomaarketing, more efficient connection with
distribution networks, and access to the finantiatketd®.

1 Over the last 15 years the global wine exportehagreased by 50%.



Meanwhile, the prevailing industrial organizatiomael in Europe is sustained on product differeintiat
based on the territory through the recognition adsignations of Origin (DO) and Geographical
Indications (GlI). This has traditionally conditiahthe size of enterprises and restricted themsjoeaific
geographical area and traditional production systemntrary to industrial production systems depetb

in the new world countries where volume strategies determining. Consequently, the Mediterranean
wine industry is highly atomised, where coexist pames of different size and structure, and in Wwhic
specific weight of the cooperatives is rather elegta

Another contributory factor of increasing competition the world wine markets is the evolution of
demand. In aggregate terms, the tendency towadigtien in world consumption experienced during
the decades of 1980s and 1990s has been rever28@@@n(since then, global wine demand has increased
by 9%, according to OIV!. However, in the major producing and consumingntdes the net tendency
has been to decrease: between 1989 and 2004wtotaper capita consumption has fallen from 7250 5
litres in France, from 62 to 49 litres in Italy aftdm 54 to 34 litres in Spain. This decrease lmserned
almost exclusively table wines, whereas higher igualines have seen their market share increasing
progressively. In the European Union (EU), the prtipn of quality wine consumption within total vén
consumption has increased from 30% in 1986 to 462006,

Adaptive production and commercial strategies dse affected by national and supranational public
regulations. In the EU, wine production has beexlitionally conditioned by Common Agricultural
Policy (CAP) which bases the control of vineyarddurction potential on the prohibition of new
plantations and yield limitation in the DO areafieTAgenda 2000 represented a turning-point in the
Community wine policy when it has been transfornfienn a price to quality-support polic{l. The
objective was not specifically to balance supplg demand but rather to adapt supply to the newitgual
requirements in order to improve European competittss and to increase exports (EC Regulation
1493/1999 of 17 May 1999). To this end, an impuias been given to plans for vineyard restructuring
and re-conversion.

The new Common Market Organisation (CMO) for wippved in April 2008 and entered in force in
August of the same year, is also inspired by thigative of improving quality and competitiveness.
has envisaged a rapid restructuring process thraugiogram of subsidised grubbing-up coupled with
medium-term suppression of plantation rights, tieampearance of traditional instruments for market
intervention, and the possibility of implementingwnmeasures like promotion in foreign markets dued t
modernisation and investment in wineries and vingydeaving in all these processes ample margins f
action to Members StatésMoreover, the new reform maintains the authoraraif wine enrichment
with sugar to reach sufficient alcoholic graduatitiris an allowed practice in Northern EU courgrtbat
Southern countries tried to eliminate arguing tteatemoval could contribute to the eliminationoyer-
supply. It also maintains the prohibition of mib@srof European wines with wines from third coustrie
Mixtures could harm countries like Spain, whichsunch cases would face competition of countries like
Argentina, producer and exporter of bulk table wipstentially usable in mixtures with French wines,
for instance.

In Spain, whereas the vineyard area has experiéndéd 1980s a notable reduction largely promoed
Community policy incentives to grubbing-up, ovee th990s significant improvement of the productive
potential has happened through rejuvenation optddtations and changes in production methods, avith
tendency towards an increase of the irrigated sarfehich presently represents 25.2 % of total \aney
surface. The process has been reinforced by CA#®meersion and restructuring programs initiated in
2000, which have concerned 126,000 hectares thatiegeived subsidies amounting 973 million euros.

This has contributed to a substantial increase@dyxction. Averages close to 34 million hl in thecedde
of 1990s have risen to more than 45 million hl aber last campaigns. This caused disequilibria bebtw
supply and demand as uses have not increased irsahm proportion. In particular, domestic

2 Contrary to these trends in Europe, the absensepyfly-limitation policies in other countries hasl to substantial
increases of production. For instance, since thd¥880s production has risen by 255% in Austra8@s in the
United States and 19% in Chife



consumption has been declining and exports haverexzed only slight increases. The result has been
significant increase in available supplies pressiogvnward market prices and economic results of
companies. In the medium term this situation cagchpromise the viability of the sector in many flag
zones, with important consequences on the consenvaft natural resources and rural development.

Moreover, it is worth mentioning that at the norivatlevel, the Spanish government has approved in
2003 a new Law of wine whose main objective hasmkteemodernise and to adapt the wine quality
regulation to new market conditions. The Law esshield inter alia a new classification of wines,
introducing two new categories: quality wines w@h andvinos de pagdequivalent to Frencbrus), in
addition to the already existing table wingsos de la tierra(land wines) having the right to use a
geographical mention and wines with DO. A contrsiaraspect of this Law is permitting the use & th
same brand in different DO, allowing large compan@benefit from scale and branding strategies.

Lastly, determined aspects of multilateral tradeyatiations also affect crucially the wine sector.
Considering the importance of the DO system inghaelity policy of European wines, its international
recognition has been considered critical for theitlBrder to protect the denominations in third keds

B The agreement reached on the Trade Relatedectiedll Property (TRIPS) within the World Trade
Organization (WTO) has improved the situation. Nthaless, numerous problems still persist, such as
the completion of a register of geographical ini@mes foreseen in the GATT/WTO Marrakech
Agreement and its consideration as a high-prianggrument by all countries, and the use of geremit
semi-generic denominations by some third countries.

Within this sectoral context marked by increasimgduction, declining public support for over-supply
elimination and increasingly saturated and qualiiyen markets, the rationalisation and adaptatibn
production to commercial and demand requirementsuth new productive processes and strategies
along with greater opening of foreign markets, @ppeo contribute to an adequate solution for the
competitiveness crisis of Spanish and European piaduction.

Based on this premise, the purpose of this papgeresplore main current and future trends affertime
global wine market and their consequences fromSpenish perspective. After identifying the world
wine market’s main evolving features and conditigniregulatory factors, a prospective analysis of
international trade and its impact on export sgigte of Spanish operators is carried out. The nedeai

of the paper is organised into three sections. mathodology applied is developed in section twoe Th
results obtained are summarised in section threkttee main conclusions are discussed in section fo

2. Methodology

This research uses expert judgements as a basigdamation gathering. In this methodology it Heeen
critical to ensure that selected experts are trelyresentative of different professional backgrand
reflecting a broad spectrum of views and intere$tse process consisted in a two-phase surveying
approach. In the first phase, an exploratory suthieyugh a questionnaire with open-ended questiass
been accomplished with a relatively small samplsixxperts carefully chosérts purpose has been to
emphasise chief global wine market drivers anddeniify the main factors potentially affecting the
Spanish wine export perspectives. Through an iteraDelphi-style process of views exchange with
participants, a consensus has been reached regéndse drivers and factors.

In the second phase, based on these findings,uatwted questionnaire has been constructed and
addressed to a larger, more representative expmrpgThe questionnaire is structured into foustdts

of questions related to word wine market featuresexport perspectives for Spanish wines, accorting
the analytical model presented in Figure 1. Eacistet includes variables whose influence on export
perspectives has to be established.

3 One representative of wineries organisations, fom the cooperative sector, one from the instimgi sector
responsible for international promotion of Spanishes, two independent experts from the consubinginess, and
two experts from university.



In the first cluster, the objective has been torabizrize the evolution of worldwide wine supplydan
demand, as well as fundamental market trends. $t avanatter to determine not only the markets with
highest potential for increase but also the pragnsents where these potential increases are |locEtied
variables included in the second cluster intengather normative aspects related to multilateral an
bilateral trade negotiations, as well as to recebtO for wine reform and the new Spanish national
regulation framework affecting wine trade. Considgrthe special relevance of foreign import demand,
the third cluster aims at establishing consumetufes, type of consumption and most valued atteibut
associated to wine in foreign markets. Finally,tle fourth cluster the purpose has been to define
business strategies of the Spanish export sectonell as its strengths and weaknesses with respect
international markets.

Multilateral and bilateral setting EU setting National setting

Regulatory and institutional /
exogenous factors

Competitive scenarii

Global deman
\ v /

Global market | Wine export P Business
d perspectives ~ strategies
/v 7} v\
Global supply Product range
Features of foreign
demand
Consumer featur Product feature

Figure 1. Analytical framework

In the questions posed in the questionnaire, diffeitems are rated using a five-point Likert-tyqmale.
In the definition of scales it has been procureat tihese contribute to turn subjective opinion® int
objective valuations, and that the categories caimgoscales are easy to understand and to diseiein
between each other.

The questionnaire has been sent to a group t@adihexperts in the wine sector. Forty-three (n3¥ 4
responded which represents a response rate of 65n2¥e selection of experts contributed activibly
participants in the first phase. Criteria like reggntativeness and degree of knowledge of the sdctr
and international markets have been consideredcdidhe expert group has included export manaders o
wineries and cooperatives, importers, represem s the export associations and public admirtistra
experts from consulting firms and academia andpeddent experts (Table 1).



Table 1. Summary of survey responses

Questionnaires Questionnaires Response
sent received Rate (%)

Large wine companies, wineries 25 18 72.0
Cooperatives 15 5 33.3
Importers 4 3 75.0
Producer and exporter associations,
DO regulating councils 9 6 66.6
Responsibles for international
promotion 6 6 100.0
Independent and academia experts 7 5 71.4
Total 66 43 65.2

The quality of responses obtained has been evadluaténg into account a series of criteria widely
accepted by the specialised literature, as interolaérence which has been ensured through intaratiex
analysist”, and an acceptable degree of response dispetsiater these parameters, the results can be
considered quite satisfactory, since the indivijuasxamined answers offer substantial internal
consistency, and the levels of dispersion exprebgestandard deviation values are relatively reduce
The statistical treatment of data has been perfdtoyethe package SPSS v.15.

3. Results

The results obtained allow for emphasizing a sesfefsindamental trends that very likely will marthet
future evolution of the global and Spanish wineduation and trade. Below a synthesis of the main
consensual points arisen from the integration fiédint individual contributions.

3.1. Evolving perspectives of worldwide wine supplgnd demand

It is expected that the internationalisation of tiee market tends to intensify in the foreseedblare.
According to the experts surveyed, this will redutim the increase in worldwide consumption derived
from the incorporation of new consuming countraas] favoured both by the increase of income leivels
importing countries and the globalisation of winensumption patterns. This process also will be
enhanced significantly by the growing interesttaf tnulti-beverage multinational companies in theewi
market (favoured in turn by the increase of demaaslwell as by the likely reduction of tariff-bians in
the framework of future international trade agreetsé

Global production also will grow during the nextays. The magnitude of increase of both productiwh a
consumption will be greater outside than within d&pe. In parallel, both export volumes of new
producing countries and imports of traditional proidg countries (mainly Europe) will increase. et
latter group of countries, the gap between prodacind domestic consumption will grow perceptively.

On the other side, consumption levels in the bigtlese world producers (France, Italy and Spaiil) w
practically remain stable over the next years (88l Meanwhile, geographic areas where increases i
demand are expected will expand and be more dfiexfsiThe greatest increases will occur in the &lhit
States - which remains the most attractive mardetwell as in China, Eastern Europe, Southeast, Asia
India, Japan and Scandinavian countries. By typgltitgese increases will be concentrated primarily i

the price segments "popular premium®, "super premyjtiultra premium" and “basic”, by this order.

In emergent markets, the expansion of wine culivileprovoke an increase in demand of differentiate
wines, wines presented in different packaging sams$ formats, and commercialised on the shelves of

4 The latter result could be linked to the emergesfamew markets having relatively high tariff pres.



large distribution chains. In these markets, thggést consumption increases will mostly rely on the
demand of young population and the away-from-hoamesamption outlets.

In addition, wine increasingly will be consideredforeign markets as a quality product whose mddera
consumption could be beneficial for health, thougththe same time sensitivity to anti-alcoholic
campaigns could increase. On these markets, wiffesetitiation will be based mainly on the attribsit
of price, brand name and country of origin. Thelatgrfeatures, package and DO, still being impdrtan
are less relevant as differentiating drivers.

Table 2.Potential increases in wine consumption by geodcaphreas and price segments

Potential increase by geographical areas
Potential Growth score Standard
(scale 1-5) Deviation
Traditional producing countries
France 1.52 0.74
Italy 1.49 0.60
Spain 1.45 0.59
New producing countries
United States 3.83 0.73
Others 2.87 0.99
Australia 2.69 0.87
European importing countries
Eastern Europe 3.52 0.92
Scandinavian countries 3.07 0.91
United Kingdom 2.93 1.07
Switzerland 259 0.92
Germany 2.52 0.92
Non-European importing countries
China 3.83 0.76
Southeast Asia 3.36 0.91
India 3.16 1.00
Japan 3.14 1.07
Latin America 2.60 0.96
Potential increase by price segment Potential Growth score Standard
(scale 1-5) Deviation
Popular premium (3 - 7 euros / bottle) 3.23 0.72
Super premium (7 - 14 euros / bottle) 316 0.87
Ultra premium (>14 euros / bottle) 3.02 1.01
Basic (< 3 euros /bottle) 2.70 1.35

3.2. Regulatory and institutional factors

It is expected that the ongoing multilateral, regiband bilateral trade negotiations will reinfortte
tendency towards further trade liberalisation, amtigular significant tariff reduction and expoubsidies
removal (Table 3). It is also expected to reaclowgher discipline regarding administrative anddisc



barriers to trade, as well as regarding oenologpraktices. Similarly, it is foreseeable to enhance
recognition and international protection of geoiiapl denominations and traditional mentions irufat
bilateral agreements, being less probable (thougsiple) the elimination of the use of semi-gergric
and the implementation of the Multilateral RegistéiGeographic Indications in the TRIPS Agreement.
Compared with bilateral agreements, experts shtil® tonfidence towards the efficacy of multilatera
institutions regarding international protection®. This perception could be related with technanadi
political complexity to reach a multilateral agremmh regarding products to be included in a worldewi
DO Register.

Table 3.Regulatory and institutional factors

Effects of world trade liberalization Importance score| Standard
(scale 1-5) Deviation

Likely tariff reduction 365 1.13

Likely removal of export subsidies 3.12 1.14

Greater discipline in fiscal barriers 3.45 1.09

Recognition and international protection of DO aradlitional mentions in

bilateral agreements 3.21 1.17

Greater discipline in oenological practices 3.21 0.99

Greater discipline in administrative barriers 3.19 1.02

Elimination of use of semi-generic denominations .053 1.05

Implementation of Multilateral Register 2.79 0.98

Agreement score| Standard

CMO reform and international competitiveness of Spaish wines (scale 1-5) Deviation

Spanish programs should include international pt@no 4.67 0.61

Using variety and year of harvest in labels of wiméthout Gl will

facilitate exportation in inferior price segments .05 1.15

Harmonization of other European policies (fiscahgumption) would

have important effects on exports 4.00 0.83

Spanish programs should include support to vineyestiucturing and re-

conversion 3.88 1.10

Simplification of rules of labelling will improveampetitive situation of

traditional wine producing countries 3.86 1.25

Removal of aids to alcohol will increase over-sygdplEurope 3.83 0.97

Adjustment of oenological practices to the appdolg OIV will improve

competitive situation of European production 3.51 1.01

Plans of vineyard grubbing-up will allow to redym®duction and over-

supply in segments of reduced prices 3.36 1.12

Prohibition to using sugar to enrich musts and ielition of aids to musts

used for this purpose will contribute to reduceremapply 3.29 1.33

Spanish programs should include support to farmrire 3.09 1.29

Prohibition of new plantations until 2013 will ingre competitive

situation of Spanish and European quality wines 02.9 1.21

Implications of changes in the national institutioral setting Agreement score | Standard
(scale 1-5) Deviation

Greater flexibility in bottling norms will fostexgorts 4.09 1.13

Liberalisation of use of common brands in qualiipes will contribute to

development of strong and competitive companies 53.9 1.11

Segmentation of supply envisaged in the Spanistv ‘bwine’ will

improve Spanish international competitiveness 3.47 1.37

Approval of the indication "Vineyards of Spain“da important step to

increase its international presence 3.23 1.43




With respect to CMO for wine, new provisions willve significant impact on production and
international positioning of Spanish wines. Reswvihe competitiveness crisis of Spanish vineyaitd w
depend largely on the way these provisions willpplied. It is argued that Spanish support programs
the sector should prioritise promotional measunethird countries, even before the necessary ineptals
restructuring and re-conversion plans and to fangoine. Furthermore, external competitiveness of
Spanish wines will be reinforced by the author@atio using the variety and the year of harvesthen
labels of wines without Gl (a practice reservedydat wines with DO until the recent CMO reformiet
harmonisation of other European policies as fisgad consumption policies, and the simplification of
labelling rules.

Conversely, less clear will be the impact of thehibition of new plantations until 2013. At the
production level, it is foreseen that the situatioil improve as a result of the adjustment of the
oenological practices to the ones approved by ihe &nd the reduction of over-supply through vinelya
grubbinég—up, the prohibition to use sugar in musiahment and the end of aids to musts used far thi
purpose.

At the national level, institutional changes will general contribute to reinforce Spanish inteomati
competitiveness. In particular, Spanish export$vélfavoured by greater flexibility in bottling rmos, as
well as by supply segmentation by means the creatioinos de la tierra(land wines) with GlI, quality
wines with Gl,vinos de pagolequivalent to Frenclerus), and the indication ofiinos de la tierra
"Vineyards of Spain". Furthermore, the freedom ising common brands for quality wines will
contribute to foster the competitiveness of manyentompanies.

3.3. Business strategies

Contrary to growth and market diversification stgies followed by new world firms, experts argueat t
companies from traditional producing countries dtioincrease substantially their investment and
international presence through agreements andegicaalliances with foreign wine companfel this
process, big companies will decide respect to wiffe differentiation strategies according to price
segment (Table 4). Most relevant strategies woeldhie brand name, country of origin and DO (by this
order) in the "ultra premium" and "super premiurajsents. In the "popular premium" segment the most
effective factors of differentiation are, correlatly, the brand name, country of origin and variety

Results also reveal the increased importance aftcpwf origin as a differentiating attribute comed
with variety and DO. This is a movement detectedalihcountries though more intensely in new
producing countries. Similarly, more relevance igeg to business-driven strategies such as pricing,
design and branding.

5 Meanwhile, contradictions have been detected digguother aspects. On the one hand, the measeties Balued
are those that allow for greater adaptation to glmghmarkets, favour fast responses and removdategy obstacles
such as the authorisation to use the variety arai @é harvest reserved until now to wines with Gf, the

suppression of the prohibition to install new péitns. On the other hand, there is also a somemnduattive opinion
regarding the elimination of aids to the alcoholickhhave been benefiting to alcohol companies, wteany
wineries have significant business interests.

® However, some authors (e.[ﬂ](.)]) emphasise the prominent role of strategic alkancompared to alternative
options. According to these authors, the neededriational expansion is not possible only througoetation. As
direct investment and mergers are difficult, inecessary to reach agreements with foreign compantdch leads
to a scenario of competition and cooperation actingultaneously.



Table 4.Differentiation strategies by price segment

Strategy Agreement score Standard
(scale 1-5) Deviation
Brand in ultra premium 4.72 0.67
Brand in super premium 4.27 0.59
Country of origin in ultra premium 3.98 0.96
Country of origin in super premium 3.93 0.82
DO in ultra premium 3.76 0.85
DO in super premium 3.73 0.78
Brand in popular premium 3.61 1.05
Country of origin in popular premium 3.54 1.12
Variety in popular premium 3.53 1.20
Variety in super premium 3.35 1.00
Variety in ultra premium 3.10 1.09
DO in popular premium 3.10 1.03

On the other side, the main strengths of the Spamiise exporting sector derive from great diversind

adequate value for money levels of Spanish winksgawith the existence of companies with long
exporting tradition. Conversely, their main wealgessstem from excessive regulation of the sector, a

inadequate vertical integration of the producticamsformation-distribution channel, and the reklgiv

reduced size of most companies which limit thebeinational capacities (Table 5). In this context,

institutional support to exportation, better foalisturther reinforcing the country image, improvitig

availability of useful information on potential nkats and involving more dynamic companies in

exporting tasks, will all be crucially important.

Table 5. Strengths and limitations of the Spanish wine ekpatustry

Strengths Agreement score Standard
(scale 1-5) Deviation
Quality - price relationship adapted to mostly girayv
international segments 4.16 0.69
High capacity of adaptation of the Spanish produncto
changing external demand 3.93 1.06
Good country image in America 3.76 0.98
Good country image in Europe 3.45 0.94
Existence of companies having long exporting tradit 3.33 1.11
Good country image in Asia 3.07 1.05
Strong institutional support to exportation 291 1.17
Limitations Agreement score Standard
(scale 1-5) Deviation
Excessive regulation 4.26 0.85
Inefficient connection with international distritbah channels in
many cases 4.21 0.77
Small size of companies 4.14 0.99
Deficiencies in international capacities comparechain
competing countries 3.98 1.08
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Excessive importance of cooperatives 3.93 0.74
Deficient grower - winery relationships in many €ss 3.83 0.85
Deficiencies in technical innovation compared tamempeting

countries 3.21 1.28

4. Conclusion and discussion

The perspectives established in this study reggrtiikely future evolution of world and Spanish wine
markets broadly point to the maintenance and/orirtensification of the main tendencies experienced
over the last decade: increased productions in wewd countries, productions superior to domestic
consumption in traditional producing countries, wireg levels of increasingly quality-oriented global
consumption, and rising competition in internatiomarkets.

Specifically, the results obtained emphasise the od demand-driven factors as further determirofig
future situation of world markets and trade evalutiMarket dynamism will mostly take place outside
Europe. Along with the maintenance of the attragigss of traditional importing markets like the US
market, the most significant feature for the comyegrs will be the incorporation on the scene of ne
consuming countries owing to increase in disposadgemes, globalisation of consumption patterns and
the expansion of the "wine culture". In these cdesf consumers will mostly demand quality
differentiated wines, average prices, and innowatio design, formats and packaging.

From the regulatory viewpoint, despite the impocf the UE support to international protection of
European DO and the attention paid to the use wii-generic denominations in third countries, the
issues included in multilateral and bilateral tramgotiations have not been perceived so significan
relation to their likely impacts on wine trade. @ersely, more importance is granted to the effefts
CMO reform and to the national regulatory frameworkgainst conventional objectives of the
agricultural policy like farm income support, tresults obtained particularly highlight the impodarof
measures related to production modernisation andketing factors including packaging and labelling
rules, as fundamental instruments for prospectipply chain competitiveness.

Meanwhile, the importance given to promotionalatés in third countries reveals several significa
aspects. First, little importance, in relative terns attributed to the DO as a differentiatingtdaavhen
undertaking promotional actions in foreign markeédsldly, despite constituting the base for European
production model and quality policy, DO are notgeved as the most effective differentiation siygte

in any price segment, nor are considered a sotitbfeon which could export institutional support be
based. Second, quite significant importance is mit@ country image as an asset in international
promotion campaigns; an image that seems to beiatsd more to a way of life and a culture thamato
corporative image.

Furthermore, brand name appears as the attribust Inighly valued by foreign consumers in all price
segments. Consistent with this valuation is theartgnce given to the liberalisation of using common
brands in different quality-wine producing regiofiis is considered a relevant instrument both for
developing strong brands that can compete effdgtiveinternational markets, and for overcoming the
limitation derived from the atomisation and smadlesof most Spanish wine enterprises.
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