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Thewine chain in Argentina: influence of the
Production- Consumption dynamics

The main dructurd eements of the wine chain are Vineyard, Cdlar (elaboraion of wines),
Sde/Shipments, Demand/Consumers and Price.

Vineyards and Cellars (Regiones Vitivinicolas Argentinas 1997)

The region dedicated to viticulture conditutes an extense band with a variable dope from
2 to agproximatedy 40° south latitude. The dimate is, in gened, of a continentd
character, haf deserted with a dry winter season, warm or cold-warm, with precipitations in
the summe peiod which vay beween 100 and 300 mm annudly. The rdaive low
humidity adding to scarce precipitation (that necessarily oblige to an irrigated agriculture)
conditutes an exceptionad condition for the quaity and the sanitary date of the grapes. The
products are practicdly naurd and free from pedticide resdues The regions present
diverse characteridics, from sandy to dayey with a predominance of loamy and profound
soils. The region can ke divided in three well-defined regions.

1 Centra-Wes region
This region represents 91.45% of the vineyards in the whole country. It extends from 29.5°
to 36° South Lditude The cultivatiion of the vine is higher tan 500 m above the sea leve.
There are two sub-regions with digtinctive features: Mendoza and San Juan.

Mendoza

In the last decades, it has reeched a grest development shown in the improvement of
the vineyards and the technology. The pink varigties are Criolla Grande, Cereza, Moscatel
Rossdo and Gewurztraminer. The lagt one is dedined to the daboraion of fine qudity
wines. The red vaieies ae Mdbec, Cabenet Sawignon, Melot, Syrah, Finot Nair,
Babera, Sangiovee, Tempranilla and Bonada, among others. The white varieties are
Chenin Blanc, Torrontés Rigano, Ugni Blanc, Seamillon, Toca Fridliano, Chardonnay,
Rieding, Sowignon Blanc, Moscao Bianco and Pedro Giménez, among others. The
following aress are distinguished:

North Area. It is different because of its soil and climatic characteristics as well as for
vine vaieties The dimae is warm with gpproximatdy 200 days free from frost. Fink
vaigties ae cultivated and Pedro Giménez is the predominant one among the white
varieties.

Central Area. It has extraordinary ecologica conditions for the viticulture. The warm
climate, which varies from a cold warm to a hot warm one as we advance from the south to
the north, is suitable to dlow the bet maturation of the grgpes. In Lujan de Cuyo the vine
is cultivated in the foothill of the chein of mountain, higher than 850 m above sea levd, in
excdlent ecologicd conditions. The cultivation of high qudity vaieties such as Mabec




predominates, and the soil and dimdtic conditions exdt its oenologicd characterigic giving
origin to fine wines of great sngularity. There is a high technologicd system that together
with the best ecologicd conditions and the kindness of the cultivated varigties have dlowed
this area to produce red fine wines. Pink and white wines of a superior qudity are ds
produced. Nowadays the Lujan de Cuyo and Maipu Appellation of Origin are functioning.

The East Area. The dimae is warm and it has a regime which is superior to 2,200 sun
hours in a period of 210 days that ae favoradle for the vegedive deveopment dlowing a
perfect maturation. This area has made a remarkable progress in the management of crops,
irigation sydematization, incorporation of technologies and modern equipment in wineries
aswdll asin must factories,

The Valle de Uco Area. The dtitude varies from 900 m above sea levd in Tunuyan
City to 1,200 in the Old Tupungeto. The daly therma amplitude is aout 15° C, favoring a
good color and tannin grgpe production. It dlows digposng of goproprigte rav maerids to
get wines degtined to a long aging. The notable qudity of the red fine wines mainly Malbec
desarves a soecid  didinction. Thee varieties reech an excdlent qudity levd in the
Tupungeto Vdley. In gened the wines produced in this area have a high acdity. The
producers of Tupungato have organized themsdves to conditute the Tupungaio Vdley
Appdlation of Origin.

South Area. It is sStuaed at the foot of the main mountain. In generd this area offers
excdlent dimatic and edgphic conditions for the cultivation of vines The southen
producers have organized themsdves bdow the sysem of Appdlaion of Origin known as
San Rafad.

San Juan
The viticulture is manly devdoped in the Tulum Vdley and in the Zonda and Ullum
VdleysThe dtitude is 630 m above sea levd. The dimate is warm and dteble. The rainfal
is scarce. In oring it is common the blowing of Zonda which is dry and hot. The pink and
white vaieties predominaie. Another important marker is the adoption of high technology
which actudly dlows the production of good qudity fine wine Sen Juan is where liquor
wines are preferably produced due to the high sugary wedth that the raw materia reaches.

2. TheNorthwest Region
The cultivetion of the vine finds its better expresson in the mountain irrigaed vdleys
which have an dtitude of aout 1,000 and 2000 m, such as Caayae in Sdta, Anddgda
and Tinogagtain Catamarcaand Chilecito in LaRigja

Calchaquies Valleys. The most widdy cultivated variety is Torrontés Riojano. Due to
its bouquet and characterigic flavor, it produces a wine of a grest typicity. In this
viticulturd area Cafayate is known as the man producer center. The production of fine
wines of great qudity is important, manly the white ones daborated with aromatic grapes
of the variety Torrontés Riojano, which gives them an intense flord characteristic bouquet.

La Rioja. The vineyards are formed mainly by white and pink vaieties The Chilecito
Depatment has the mgor surface of the province Regiond wines ae produced
predominantly white, golden ydlow, doohalic, a bit acd, lightly sweet and very aromatic.
Fine wine ae dso daborated that is why haves is anticipated, obtaning wines of a
superior qudity, light ydlow and with an intense aoma but more ddicae than the
traditiond regiond wine. Nowadays the Appdlaion of Origin Vdles de Famaina is
functioning.




3. The South Region
It is the Southernmost Argentinean viticulture region and it is the one which is Stuated a
the lowest dtitude. Different wel defined sub-regions can be demercated principaly by
Alto Vdle dd Rio Negro. It concentrates gpproximately 80% of the viticulture surface of
the region. Red and white varieties are cultivated. As the dimates are colder than in the
previoudy mentioned regions, the musts are characterized by a higher acidity that indudes
ahigh proportion of maic acid and less sugary wedth...

In Argentina the cdlars concentrate the biggest part of vine indudridization. The renewing
process occurred in "90, fomented fuson, sdes and incorporation of new members this
new dtuation marked the differences between the cdlars Consequently, very little cdlars
concentrate a big part of the market.

The Argentinean viticulture enterprises use to have some trademaks to different market
segments. Every time, there ae less enterprises with familiar or nationd capitd than
before, only few cdlars are in the hand of ther first locd owners. Between 1978 and 1991
54,000 hectares of old vines were diminated, while around 37,000 hectares of new fine
vines were planted. Even 0, they integraled a technology packet (mechanization, dimate
protection, sanity) that dlowed a better standardization process. (Cetréngolo et d. 2002).
The find consumer has been benefited by the actud scene of new competitors. The wine
cdlars which present ther wines according to foreign consumer ae incressing
progressvely. These wines are highly vaued and gan prices in internationd competitions
of acknowledged presige. Moreover the classc variety wines, for indance Cabernet
Sawvignon and Chardonnay, it has been opted for a re -vaue of the wines of the Mabec
vaigty, which Argentina daborates with world recognition snce such variety has founded
in Mendoza its best hebitat. The organization of producers, within the sysem cdled
Appdlation of Origin (DOC) conditutes a fidd of authenticity and a guarantee of
indisputable superior quaity

Sale/Shipments

Sde effectiveness depends on the atractiveness (availability, price, qudity) of the product
in the makeplace Sdes do grow, but unanticipated interactions of the different
organizetiond functions creste severe problems. The optimization of the materid flow,
information and gocks into the different parts of the chain is an objective desred to avoid
ddays and supply excess, desgn the production and hdp to a gened organizaion
(Cetréngolo et d. 2002).

In Argentina the fine wine are didributed by some channds cdlars, hyper/supermarkets,
wineries, hotels, resaurants, bars, wine bars, clubs and internet. The most percentage of
fine wine consumption (85%) is candized by the intermediae dients (wholesdes,
supermarkets, warehouses and wineries) and the 15% by the inditutiond dients (bars,
restaurants and hotels).

Demand/Consumers

Although there is a generd decrease, the mgor fal in the sdes affects the inferior extreme
of the market as regards quditative terms, since it is percaved and increase in the locd
markets concerning fine and sparkling wine. Despite this reduction of consumption, the



dhrinkage occurred in the production because of the decrease of the cultivated area, and
brought about sort of baance between both of them, which keegps away the ghost of
aurplus. Nowadays the expectancy in the exigence of wines from former crops in wineries
reeches volumes which according to the evolution suffered by the consumption in our
country, and adso teking into account the progress of exportation, supposed an enough
technica gock, in order to reply stidfyingly to the demands of the internd and externd
markets (Situacion Actud de la Vitivinicultura Argentina 1997).

The cdlars which focus to the consumer's satisfaction will be those ones that will have the
mos success. The mogt important link in the Production - Consumption chain of a product
is the consumer, for whom the product is produced. The god is to discover coming trends
or laent consumer needs. The mogst sdient sensory properties of the wines flavors are
investigated using descriptive andyss with atrained pand (Zamora and Guirao 20023, b).

Actudly in Argentina the shipment sector have the mgor information, because it is the
neared link to the consumer. Food qudity provides a chdlenge for communication about
the product, not only to induce consumers to buy the product, but dso reinforce their choice
after the purchase. In order to make purchase decisons, consumers have to form qudity
expectaions. After the purchase has been made, the product will lead to some kind of
quaity experience. The reationship between qudity expectation and qudity experience is
commonly bedieved to determine consumer satifection with the product and, hence, the
probaility of repeated purchases (Grunert 2002).

Price

The price role is extremey important in the operation of wine chan and it coordinates the
chan actor's decisons. They make ther decigons usng the current price and ther
expectation of future price (Méndez Acoda and Alonso Magddeno 1999).The wine market
and the Commerce Stock Exchange of Mendoza are the firg entities where the prices are
fixed in Argentina The great supermarkets have an important role in the fixed of the price
because they establisher a band where the price oscillates in concordance with their specific
objectives.

The supply and demend didnt mind a the "90. After the renewing experimented by the
Argentinean viticulture, the wine market began to be manager by the demand, which was
decreasng in quantity but improving in qudity and specidization. These tendencies were
together with a gable supply (Cetrangolo e d. 2002). The ddays in the transmisson of the
price ae common and they are confounded with the shortage of information indde the
production and didribution sysem. That lack of informetion is typica in the incentive
mechaniams based on the prices indde the agriculturad sysgems Tha lack punishes
asynchronoudy to the producers and the down-gtream industry paticipants because it
bresks into fragments the coordination of functions and it limits the endogenous assgnment
of resources that generate vaue ingde the sysem (Cloutier et. d. 1998, 1999).



Fig.1. Causal diagram of fine wine chain adapted from Declerck and Cloutier 2002
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Causal diagram presented in Fg.l condds of four baancing feedback loops (denoted B1,
B2, B3 and B4) and of three reinforcing feedback loops (denoted R1, R2 and R3). The
bdancing loops B1 and B3, and the renforcing loop R2 show the dructurd interaction
among Demand/consumer components The bdancing loop B2 and reinforcing loop R3
show the interaction Qudity-Price Findly, the reinforcdng loop R1 and baancing loop B4
show the corration Production-Price.

The baancng loop Bl comprises 5 dements Stock of fine wine, Supply, Price of wine
Demand/Consumer and Sdes/Shipment.

B2: price of wine, price of grgpe, prafit, technology and qudity.

B3 profit, publidty, demand, sde dock of fine wine supply, price of wine and price of
grape.

B4: profit, areas cultivated, vintage, cellar, gock of fine wine, supply and price of wine,

Rl profit, areas cultivated, vintage, cdlar, sock of fine wine, supply, price of wine and

price of grape.



R2: profit, publicity, demand, sale, sock of fine wine, supply and price of wine.
R3: price of wine, profit, technology and qudlity.

Caud diagram (Fig.l) captures the main dructurd details of the Fine Wine chain. The
influence of grape price modifies the dynamic going from a bdancing loop B4 to a
reinforcing loop R1. The same gtudtion is obsarved with B3 and R2. To sudy the dynamic
behavior observed in the Fine Wine indudry in Argentina is important to focus in the
Demand/Consumer  dement. It can be obsarved a deday between the Demand and Sde
giving place to a chan bresk which is due to the digance from red behavior. The
information comes too late to advance in the changes and the vaue put on a product by the
consumers depends on the degree of product-informetion thet is available to them.

If the producer and the processor obtain quicker (and more purified) the consumption
information, the supply chain will be able to work more coordinately.

The non liner and cydicd dynamics of Wine Chan make Sysgem Dynamics an
gopropriate method to andlyze this chain in Argentina.

Usng sysem dynamics a modd will be daborated that will pick up the operation of the
supply chain, feedback and non-lined reaionships to explan the coordination mechaniams
among the different actors. Diversty of production methods and product qudities exids.
For that, it should be described it completdly therr operdtion to be able to reflect him
gopropriately in the pattern. The materid and information flow it is picked up next. To
explan the operation of this agriculturd chain, it is used the “commodities’ production
cydes paten deveoped by Goodman 1974. The same one, a modd of third order, is
presented in the Fg. 2.

Fig. 2. “Commodities’ Generic Modd. Goodman 1974
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