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Introduction of Malbec red wine to the international market         


PART 1: RESEARCH PROPOSAL
Selection of topic

                        The topic chosen for discussion centers around the growth of a particular brand of red wine known as Malbec in ‘Bodega Catena Zapata’; this is a vineyard located in Argentina’s Capital – Mendoza. The reason why the topic was selected is that there are certain economic concerns within the vineyard’s location that need to be addressed before the vineyard can reach its full potential. Besides this, the vineyard produces a uniquely flavored wine that should make its stand out from the rest of the world in the market today. However, this has not been the case. There is a need to highlight some of the challenges that should be overcome by the vineyard in order to make it more influential in the international markets. Research shows that Malbec Wine from Argentina only accounts for one percent of all the red wine available in Europe. Bodega Catena vineyard is the biggest vineyard in Argentina and its actions will influence the overall image of wines from this country. (Anderson and Wittwer, 2001)
Statement of research question

                        The research question will be: ‘What can Bodega Catena Zapata vineyard do to attain international success?’ When handling this question, one needs to look at the financial, climatic and production problems facing the wine producer and then come up with a suitable solution for the crisis.
Rationale for the research question
                        Bodega Catena is the largest vineyard in Argentina; therefore challenges facing the wine industry are quite related to challenges facing this vineyard. The product chosen for review has the potential to become large in the international markets but this has not been achieved. The country of location had some recent problems like an economic crisis in the nineties. These will need to be incorporated into the business processes of the Company. (Moulton and Lapsley, 2004)

Geographical concepts within the research question

Spatial interaction

                        This refers to the movement of goods and information between people. Wines from the Argentinean vineyard have markets in the region; that is South America but they have been overtaken by wines from Italy and Spain. Therefore movement of their wines has been restricted by increasing competition from the external market. (Wild et al, 2006)
                        Movement of information is rapidly affecting the vineyard because its consumers are getting more and more influenced by their surroundings. They are receiving news that these days wine that sells is pure quality wine. Other wine producers like Spain are making 100 % red wine rather than blends. Trends are created very fast and are also spread equally fast because of increased spatial interaction. Another piece of information that has been spreading quickly throughout the world is the issue of grapes. Companies are now emphasizing the type of grape that produced a given wine rather than the company name. This means that Bodega Catena needs to be aware of such trends created by better flow of information i.e. spatial interaction.
Scale
                        This refers to the risk between local and global scales. Traditionally, European countries were associated with the production of wine. Argentinean wine producers were competing with relatively few players in the global market. In the recent decade however, there have been new players in the wine producing industry. These players come from unconventional countries like South Africa and Australia. This implies that vineyards in Argentina need to tighten their belts to stay ahead of the competition. Decisions made within the vineyard will affect their sales in the global market.
Space, place and landscape
                        This refers to the effects brought about by global processes on place, neighbors and regions. The world is rapidly becoming a global village. Information about a particular issue within a distant country can be accessed by the click of a button. Consumer behavior is also following this trend. Most people are getting more similar and it is easy to penetrate markets now that it was before. This is because most markets are quite similar to each other. On the other hand, it can be disadvantageous because there is increased competition from external players within a particular industry; more and more companies are exporting their goods (Parker, 2004)

Human nature relations
                        This refers to the impact of global processes to locals. A cause for alarm in the wine industry and consequently for Bodega Catena vineyard is the fact that their consumers are dwindling in the international market. This is especially so in Europe and America. The youth have been ceased by a coke and beer loving culture. Fewer younger consumers are drinking wine. For example in the year 1995, France consumed about nineteen gallons of wine while in the year 2004 it consumed seventeen gallons. On the other hand, in the year 1989, Italy drank nineteen gallons of wine yet six years later the country drank sixteen gallons annually. In the wake of these challenges, vineyards need to resort to more stringent measures. Some of the tactics that have been used before by other wine producers include price reductions, distilling excess wine into alcohol for industrial use among others. The feasibility of such solutions needs to be examined in relation to the vineyard under study. (Tagliabue, 1997)

                        There are also recent revelations about the health benefits of red wine like Malbec. Therefore, Bodega Catena vineyard should realize this and put in place mechanisms to market its wine as beneficial to the consumers. Even though the European market is dwindling, there is potential for increased markets in untapped regions like Asia and Germany. Within these countries, people are discovering the positive aspects of taking red wine in moderation and the vineyard could exploit this potential.
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PART 2: RESEARCH REPORT
 Introduction

                        The Vineyard under study - Bodega Catena Zapata- is located in Argentina’s capital Mendoza. Its location can be seen in the map on the left side below. Mendoza is a desert area with high temperatures averaging around thirty three degrees. This is quite conducive for the growth of vines. There are irrigation channels from Andes (a mountain in Mendoza) slopes that form the characteristic fountains of the region. This makes it quite difficult to know whether the region is in a desert.
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Source; Department for International Business (2006): Country Profiles:  Argentina; retrieved from:  http://www.dfid.gov.uk/countries/africa/argentina.asp  accessed on 18th March 2008

At the extreme right, there is a picture of Bodega Catena Zapata vineyard in its magnificent glory.
                        In the year 2001, Argentina experienced a very severe economic crisis. It was revealed that the country had a one hundred and thirty two dollar debt that it had defaulted. This war fuelled by the fact that the country had been relying heavily on donations by the IMF. The problem with this was that they were using loans to help Argentina thus increasing their debt burden. This was also topped up with the fact that the government of the day resigned from their duties. Consequently, the country underwent an economic depression. Their currency-which is the Argentinean peso-, was devalued. Before the economic crisis, for every peso, one could obtain a dollar, but currently, one dollar can be exchanged for three dollars. This implies that foreign investments are rather tricky and caution must be taken when treading those waters. This is a disadvantage for the vineyard because there can only be minimal investors. Besides this, there are numerous cases of unemployment; this is also a problem for Bodega Catena because its local market has rapidly decreased. Therefore the vineyard needs to examine fresh markets from the international world. (Garrigues, 2002)
                        The wine under consideration is called Malbec Wine. This is a type of red wine with a characteristic darkness. It is made by aging for a period of nine months in an American barrel and a French barrel too. The resulting aroma is a combination of espresso coffee, violets and cherry fruit. This is topped up by a smooth mouth feel. It has a certain level of acidity that balances out all the different flavors.
Context

                        During the decade eighty, the growth of the Malbec grape was rapidly dwindling. Most farmers sold their vineyards for throw away prices as they saw no hope in the production of the Malbec red wine. This was because the country was mostly focusing on other grapes such as Cabernet and Merlot. However, there were some future oriented dealers who refused to see the bleak images presented before them by the government. Some of them decided to purchase those Malbec vineyards while the government was embarking in a vine-pull exercise on the other side. But this did not last for long. The international market started appreciating Malbec wine and this created a larger market for their vineyard. Those vintners who still had some seeds planted new ones or those ones with old vines replanted. There was a boom in the region again. What had not been considered before was now a serious focal point for all foreign investors who came to produce wine in Argentina and then took it out for export. (Molesworth, 2007)
                        Initially, Malbec was used in the creation of Bordeaux (type of red wine blend). But problems started arising when it was found that Malbec was particularly sensitive to its surrounding atmosphere. The grape was quite susceptible to rotting and mildew consequently resulting in numerous losses for stakeholders involved. Therefore most of them shied away from the use of this wine and instead focused on other types. However, in Mendoza, the climate is quite suitable for the growth of these vines. Its warm temperatures are quite favorable because they are used to ripen the fruit and prevent rotting. Rotting normally occurs when the conditions are damp. The crop also needs just enough rainfall. This is made easy by melting snow from the slopes of its mountain sides. All these conditions give the fruit its characteristic acidity that is reverberated in Malbec wine. However, problems can arise when the area faces excess rainfall through El Niño. These rains are most likely going to minimize the prevailing temperatures and leave behind disastrous effects. 

                        The beauty about Malbec is that it can adapt easily to any latitude. Some other types of grapes require specific latitudes but the former type is dynamic. The vineyard under consideration is located at about three thousand feet above sea level. Flexibility allows growers to focus on other factors that affect production rather than looking for ample locations

                        During the sixteenth Century, the country introduced certain methods of farming that were quite favorable for the growth of vines. It created irrigation channels along the slopes of its mountain, meaning that Mendoza was quite a favorable to place for viniculture (the art and science of vine growth). This also applied to Malbec. Later on, during the twentieth Century, the country increased its production to suite the local market as this was where all their market was. However as it approached the end of that Century, the country realized that it had another type of market that it had not exploited-the foreign market. With the introduction of the foreign markets came re-engineering and redesign of the wine making process to suite international markets. This meant that they had to change their methods to be in line with international preferences. There was a paradigm shift from mass production to production of quality wine. This was also accelerated by decreasing cases of employment within Argentina and low income per capita. 
The case study

                        Currently, vineyards are faced with the problem of marketing their wines internationally. They need to tell the world about the process of its manufacture and to emphasize the painstaking process of production they undergo to make good quality wine. The vineyard under consideration cannot fully rely on local markets because the economy dictates otherwise. Local consumption potential has diminished and there is a need to focus on the international market. Bodega Catena vineyard has started doing this but has only deals with a small of the international market i.e. it sells its wine mainly to California. It should try to penetrate other parts of the US and also expand to other regions of the world (Parker, 2004)
                        The vineyard needs to tackle dwindling consumer demand, increased competition from external markets and a recovering economy. Bodega Catena needs to embark on an aggressive marketing strategy to market its wine. The heart of this campaign should be on the quality of wine produced by the vineyard. Currently, the Company is offering a variety of its wine to the global market. This is a problem because they are too general; they should introduce one type of wine at a time in this case, Malbec is quite suitable since it is unique. If the Company is able to convince the public about the quality of its process, then it can be well on its way to success. (Tagliabue, 1997)
Relationship between global and local scales

                        There are a number of ways in which this can be handled. First of all, the vineyard should identify markets that have the potential to grow. For example Asian and American markets. This because these countries have realized that wine is not a reserve for the rich alone; it is something that can be consumed by other ordinary members too. Such countries are normally characterized by the highest purchases coming from supermarket stocks. This could provide Bodega Catena with a huge return on their investment.
                        After identifying those markets, the Company should then use price entry strategies to capture the market. It can use the example made by France which is the world’s second largest producer of wines. France reduced the price of one particular brand of wine called the Cava; it is a form of sparkling wine. However, this is not something that should worry the company greatly because thee are plenty of players in the industry out who do not focus on pricing. Actually most of them have not reduced their prices drastically. This implies that the pricing strategy will not affect the Company’s profits to a very large extent.
                        There should also be a shift in the vineyards owner’s mentality. Currently, wine drinking is thought to be a habit adopted by only the well-to-do in society. This implies that those are the groups to be targeted during marketing. But since the Company is now focusing on the international markets then it should avoid the snobbism mentality that has been existence within the Company. Most wines these days are sold at supermarkets to middle class income incomers. This idea should be reflected when marketing. For example, the country should go out of its way to work hand in hand with some large supermarket chins within those countries of choice. Wine marketing should not be a reserve for some wine magazine journalists who right articles read by the elite in society.
                        Another thing that the vineyard can do is by changing the displays on their wine bottles. Presently, the Company focuses on making the labels attractive and fancy to the elite audience; this a European outlook and it is hindering their success. In order to get more purchasers form the international market, the Company should adopt a more American marketing approach. It should emphasize the grapes that made this red wine i.e. Malbec grapes and could display the grapes on its labels. This is a method that has worked well for other wine companies exporting their commodities. Such a view point was highlighted by an American firm that traces the wine market called Fredrikson and associates. (Moulton and Lapsley, 2004)
                        The Company should also stress the fact that their wine is 100 percent pure. This aspect has not been brought out in their marketing strategies and it is impeding their progress internationally. Statistics have shown that most wine takers these days are shying away from blends. Most of them are looking for quality and this as synonymous with purity. This will be an added advantage to the Company.

                        Also, the company could take advantage of the favorable climates within the region to expand its domain. What the Company has been doing is replanting. This has been a rather uneconomical approach. This is because the company has to pay up laborers who help in harvesting yet if they had larger chunks of land, there would be less need for these workers since they can utilize mechanical harvesting. (Muckeever, 2007)
                        Lastly, the Company could try and take note of its other international competitors. Countries that need to kept on guard are;
· Australia

· Italy

· Eastern Europe

· South Africa

· Chile

                        The vineyard could try its best to compete with vineyards from these countries by ensuring that they know and can predict international trends in wine taking. This will go a long way in ensuring that they do well in international markets.

Conclusion

                        The main problems impeding the Company’s international market success are increased competition from new players and improved performance by older players in the wine industry, lack of emphasis on the quality of wine and poor marketing strategies. The vineyard can solve this problem by improving their labels to include the source of grapes, mentioning the fact that the wine is not a blend and focusing on Malbec wine first instead of so many others.
                        Some of the limitations of the study include lack of personal contact with owners who may highlight other problems impeding their success internationally. The study was also not bale top highlight some of the successes it his had in foreign markets.
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