The Drinks Business July 2011

dicbalibrands

=/

There are truly international spirits brands, but can the same be
said of wines? Should wine brands even try to cultivate a global
reach? And what are the issues facing them, asks Lucy Shaw
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THE WORLD is getting smaller. With
improvements in technology and the
consequent rise of social media - half of
the UK and US population are now on
Facebook - we are living in an
increasingly wired world and are more
connected than ever to the people in it.
2011’s slow creep towards economic
recovery has been marked by the
juxtaposition of increasing profits and
increasing consumer worries. Since the
recession, the marketplace and consumer
relationships with brands have changed
irrevocably. A new normal now exists
where brands are constantly stress-tested
for relevance and value. Today’s
consumers are sceptical, vocal and savvy,
with ever-shortening attention spans,
making them not only more difficult to
predict, but more confident. They are now
only a click away from spreading their
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VERY MUCH ABOUT THE

ROMANCE OF THE PRODUCER
SLEEPING WITH HIS VINES

opinions about brands quickly and
effectively online to their community of
friends and followers. The rules of the
global marketplace are changing by the
day and brands need to be ready and
equipped to adapt. Transparency and a
high level of consumer engagement are
key. But what does it mean to be global in
2011, and can any wine brands be
considered truly global?

According to Graham Hales, the London
chief executive of Interbrand, in order to
be a global brand at least 30% of revenues
must come from outside your home
county and no more than 50% of any
revenues should come from the same
continent. A brand must also have a

global . brandas

presence on at least three major continents
and broad geographic coverage in
emerging markets. Finally, a brand’s
public profile must go beyond its own
marketplace. In the Interbrand Best Global
Brands 2010 list, only one wine company
made it into the top 100 - Moét et
Chandon at number 79, while three beer
bands and one whisky made the cut.
Securing Scarlett Johansson as the face of
the brand, Moét is linked with glamour,
celebrity and prestige. Its bullish
expansion into emerging markets and
sponsorship of international art events
have also helped to boost its global
ranking. With so many criteria to fulfil,
does Hales think any wine brands are
truly global? “Wine brands are more
regionally skewed,” he says. “Champagne
is becoming increasingly global and the
New World has been pivotal in
encouraging a higher degree of
export into new markets.”

BRAND BENEFITS

Kevin Shaw, owner of drinks
packaging design agency
Stranger & Stranger, agrees that
Champagne brands are leading
the global charge: “You're never
more than an hour away from a
bottle of Veuve Clicquot. Global
wine brands are the ones that
act like spirits brands. Veuve
acts like Johnny Walker by leveraging
luxury to the masses at an accessible
price. People feel reassured when they
buy the orange badge - it's liquid
Hermeés.” But is it important, or indeed
beneficial for wine brands to be global?
“It's hugely important,” insists Hales.
“Having distribution across different
geographies is key. Wine brands have
suffered because the brands themselves
are not as strong as other categories.
Price, region, grape variety, soil type - all
these factors are diluting the importance
of the brand. Champagne has succeeded
because the category has cleared the deck
- they all come from the same place, are
made with the same grapes and cost
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around the same price, so the brands
suddenly become the pivotal factor in the
purchase.” Though not everyone shares
Hales’ enthusiasm for taking a global
perspective. “The more global a wine
brand becomes, the more at risk it is of
losing its identity,” says Julian Dyer, wine
buyer for Sainsbury’s. Shaw concurs: “1
hate the idea of global wine brands. In the
minds of consumers, wine is still very
much about the romance of the producer
sleeping with his vines. We want to think
of farmers, not factories.”

In the drinks business/Intangible Business
2011 Power 100 list of the world’s most
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The glamour ladder: Moét ads trade on Scarlett Johansson s global fame

powerful spirits and wine brands, the
dominance of spirits bands over wine
brands in the power stakes is glaringly
evident. Not a single wine brand made it
into the top 10, with only three - Moét,
Gallo and Concha y Toro squeezing into
the top 20, and 20 onto the list altogether.
In the past year, wine brands have failed
to keep pace with the growth in value and
volume of their spirits counterparts.
Blighted by issues of oversupply,
increasingly squeezed profit margins,
unfavourable exchange rates, tax hikes
and the dominance of an aggressive
discounting culture in supermarkets, the
UK market has proved a challenging
arena for the big wine brands to thrive in.
It seems that in order for brands to
succeed in 2011, they need to have global
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reach. Robert Joseph, founder of
international consumer research site
DolLikelt?.com believes wine brands
need to start looking beyond the UK
market: “I don't think there’s much choice
but to be global today. It's not enough to
be in the UK market anymore; that model
no longer works. But being global
presents certain challenges - you've got to
know how to position yourself in
different countries. We will see more and
more global wine brands emerging, but
whether they are stronger is a different

*question.” Paul Schaafsma, general

manager UK and Europe for Australian
Vintage, thinks the key is to think local
and act global: “Companies need to adapt
their strategies and innovate to ensure
they are delivering a brand that is

relevant to each market they operate in,
while staying true to their core values.”
There is no “one size fits all” solution,
admits James Lousada, commercial
general manager of Accolade Wines: “The
challenge is to maintain your core brand
message but be prepared to adapt your
positioning to suit the local market.
Global brands are coming under
increased pressure from lower cost
products on a low cost base, but brands
that continue to innovate and respond to
customer and retailer demands still have
the opportunity to be successful.”

So how many wine brands can be
considered truly global? Very few,
according to Jeremy Rockett, marketing
director for Gonzélez Byass: “These tend
to be the Champagne houses and top
Bordeaux chateaux. Many brands are
available in a lot of markets, but
availability is different from true global
awareness of a brand.” Richard Brown,
managing partner at Cognosis, is dubious
about calling any wine brand “global”:
“I'm not convinced any of the leading
international wine brands are truly global.
Most of the key players - Gallo, Robert
Mondavi, Hardys and Jacob’s Creek - are
heavily dependent on a small number of
markets. Consumers have a far lower level
of brand loyalty in wine than in beer and
spirits. Wine buyers are driven by
accessibility, price and promotion, rather
than the values of the brand. In any case,
what is a “brand” in wine? A name? A
country? A region? A grape? It's all very
confusing for consumers.”

According to Stephen Rannekleiv,
beverage analyst for Rabobank, Concha y
Toro is truly global. “It has successfully
communicated its brand message in
different markets without diluting the
essence of its identity,” he says. “It was a
win-win situation when Brown-Forman
sold Fetzer to Concha y Toro this March
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