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The aim of this dissertation is to examine the fidssstrategies adoptable by the
French wine producers to face the new internatioo@mnpetitors that have
themselves applied efficient and aggressive mar§etirategies to set up into the
international wine market. With this analyse wile lshown how two French
companies have adapted or not to the changes, dptiad a different approach of

the market.

The theoretical part focus on how improving thenereproducers’ competitiveness,
by exploring all the possible strategies that waulake the business more efficient.
First comes the analyse of the global strategiesthas different competitive

strategies, to then focus more on marketing miatagjies that still belong to the

global competitive strategies, but have to be amthf each individual case.

The empirical part was based on a qualitative nitho open ended questionnaire
has been drew up and answered by two case compdiiesempirical part was
based on results of these two interviews with tieevproducers. The answers gave
explanation about the actual situation, and tha areere changes have been done.
By determining the needs and the difficulties ad@fic companies it would easier to

understand which strategy would remain the mostiefft.
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1. INTRODUCTION

With a total of Euro 5, 7 billion of exported winétance is the first wine producer
of the world, for every category. Thanks to thalgwy of its products and its knew
how recognize by all the other producers, the Freanmme has succeeded to build
itself an international fame.

However according to the evolution of the actuabgl market these criteria are not
enough and since few years its leadership positaehbeen threatened. The market
for French wine has been declining which had leaddasiderable losses for the

industry.

Indeed the demand is decreasing in the traditiooimsuming market and growing in
new areas and the offer is becoming more and mamied: The wine growing world
has observed the arrival of producing country, egflg six offensive competitors
(Australia, Chilli, Argentina, South Africa, New Zkand and United States), whose
growth is about 100% instead of 20% only for thediional producers (France,
Italy, Spain, Portugal).

In front of this new competition France has to dadsume failing. The failings
concern as well the offer, indeed quality criteh@ave changed according to the
consumer taste, as the communication. Finally wentdice a lack of reactivity of
French producers, or maybe French government thaotfind for the moment, the
best way to change. French wine has a huge manklea &an following all over the
world, but the stringent rules and regulationsh@ Erench government may have

handicapped the reach of French wine to severaltdes, or other local markets.

For the reconquest of the consumers the producere to play on the product
aspect: Quality & Innovation first Labelling andgkaging then.
But also directly on the consumer willing: like themmunication about the brand

and the communication about the benefits on thétea



We can ask ourselves if these solutions correspmmdarketing strategies, and how

they would be used in order to be efficient.

The global aim of this study by analysing marketingories first and case company
then is to try to show how it would be possible tfoeg French wine to stay on the top

of the list of the wine market.

For that the first objective of the theoreticaltpapuld be to define the global and
the local market competition and its competitiveatages.
Then the next objective would to draw a list of éxésting marketing strategies.

Finally we would explain the marketing mix strategconceivable for this market.

In a second part, the empirical part which stilldes the same theoretical plan, we
will analyse the case of two real companies. Theswers to an interview would
help us to draw a conclusion about the actual glabae market competition and the
best strategies applicable. These companies asng@dgne Fleury and Domaine de
la Garelle. Analysing a Champagne company wouldhddpful to understand why

this wine category does not suffer the same way fitte competition.



2. MARKET COMPETITION

2.1 Global Competition

In times of globalization it is vital to deal witflobal market competition. Today the

competition is growing more intensly every yeard dsecomes harder and harder for
the non leader companies. That is why it is mongairtant than ever that firms study
competition at various levels, like industry, foromand...etc.

The actual global wine market is changing and eagha lot since 30 years. The

demand especially evolved a lot with some conserpeeto the production, and the

worlds exchanges.

2.1.1. Classic Wine

Since the years 90's the global demand of thetivadi consuming country (which
are also the traditional producing ones) is coristadecreasing. However the
contrary happens in some country that apprecidtengire consuming wine. It is the
case of the new producing country, like AustralisA, but especially places that
previously had nothing to do with wine. This euaun is amazing for some country
like UK, Netherland or also Denmark. And it condi#s new opening markets with

interesting possibilities.

Principales consuming countries =
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Figure 1. Evolution of the wine consumption perahttants in 2007 (Malpel, 2009)

This figure is a good symbol of the evolution o¢ themand. And it means that the
global market is not completely saturated. Degpiéenew opening market the world
wine consumption stays really concentrated, angéven first consuming countries
totalize 59% of the all world consumption.

As the habits of the traditional consumers havengbd, they drink less wine, the
demand have increase in new countries becausectir@uming habits also changed.

They now, in certain circumstances, prefer winbders or stronger alcohols.

~ Wine production in 2007
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Figure 2. Wine production in 2007 (Malpel, 2009)

In 2007 France stays the biggest producer in volamere can see on the figure 2,
but it is also the biggest wine producer in value.

As we can observe that the offer is diversifyirgeit and becoming bigger than it
used to be, so it is important not to count onlytlea increase of the demand but
really adopting a strategy to get a sustainablétpro

Anyway the future of the wine producers, even thenEh ones, is not anymore in
their domestic market but in the international nedrkf they want to continue to

develop themselves. This is a radical change. thé&de 5% of the wine produced

has to across the border.



The future of the place of first world producer férance depends only on its
capacity to conquest foreign markets. For thisould have to adapt itself and to

adopt or improve its marketing strategy.

One aspect which is also changing quickly this yasirs is the size of the vineyards.
Indeed in one side in order to limit over-stock Ehegopean low allows the producers
to destroy some part of the vineyard if this on@a$ enough productive. On the
other side the aggressive strategy of the new wprtiucing wine creates the
contrary.

They are trying to increase still more the sizeéhadr vineyard, which enables them
to propose a massive offer and covering all theadehmg markets. Moreover it also
enables them to diversify the types of grapes apdge.

The Chilli is actually the champion in terms of eyard size.

2.1.2. Sparkling Wine

It is a smaller market, only 6% of the total of wisold, but as dynamic as the
normal wine market. It is estimated in 2003 at ablb million hl of volume
imported by the total market for a value of € 3idwl.

This market stay clearly dominated by the Frandecklvstay the first sparkling wine
exporter of the world, with a turnover of almos2 ®illion, representing two third of
the total.
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l WORLD EXPORTATIONS OF SPARKLING IN 2005 -

Valeur en millions d’Euros

France 1675 65%

Italy

Spain 25 10%

Germany 29
(]

Australia 28 1%
Usa |¥ 06%

New-Zealand 0.4%

Argentina |6 0,3%

Others 164 57 %

Figure 3. World exportation of sparkling wine inG&)(Billan. 2004, No 118)

This performance is realized thanks to Champagnmorétions. Indeed inside
sparkling wine, Champagne sales realize 95% otdte benefits and@2 % of the
volume exported. Thanks to that the medium pricetlodse sparkling wine

exportations is the double that the medium prichefcompetition.

The competition itself stays really classical. Thet three exporting countries are
France, Italy and Spain. These three countriesteerabbne almost 90% of the
transactions. In the market of the sparkling wime $trong and dynamic competition
of the new producing countries is not sufficient.

Australia first non European exporter creates dfkyof the total turnover generated

by the exportations of sparkling wine. (Billan. 2000 118)

2.2 Thelocal competition

Local demand has its own specificity, and the poads have to adopt their approach
to the each type of local market. The competit@gehto touch local needs and local

requirements. Finally the product and the messageldvdiffer according to the
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localities because local competition requires dmecand different marketing

approaches in each market. (Bradley 1999, 269)

2.2.1. French Domestic Market

Compared to the world market, a local market wobhtl smaller, with fewer
consumers and so less demand. The French wine nsek&cal market.

According to some data we can assert that for thenemt it does not suffer a lot
from competition, applying their some competititeategies is not the priority of
French producers. Indeed in this domestic marltet, dales of foreign wine of
quality correspond to less than 5% of the totajadd wine consummation.

That means that 95% of the wine of quality consulme&rench people, has French
origins. However even the French market is evohand the demand is decreasing,
which is a considerable problem for French prodsicier fact for a while, they paid
little attention to internationalizing their buss®esince the French market big and
teeming with opportunities was sufficient.

The home market which is a local market was muéér sand did not require a lot of
efforts, to continuing get growth. (Onivins. 20QMiv-rouen. 2009)

As it have been shown in the previous part Fraadie first world producer, and it
is also the first world exporter. Obtaining in 2084part of 18, 2% of the total
volume exchanged in the world, it stays before &Y, 8), Italy (16, 6), Australia
(8, 3) and Chilli (6, 6). The problem is that thegpgs becoming smaller and smaller
and even if France stays the leader it encountdismution of its exportations. Its
luck is that the phenomena is international aral éensequence of the diminution of

the demand.

Table 1 & 2. Evolution of the wine exportations peiume/ per value/ per category
(Malpel, 2009 No 160)
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Evolution des exportations frangalses en volume (en millions d°hl)

17,5
157 164 151 15,2 155 150

15 128 . k 14,0 128
10
5
0
1906 1997 1998 1999 2000 2001 2002 2003 2004 2005
Evolution des exportations frangalses en valeur (en millilards dauros)
- 58 59 54 5.8 5.8 56 56
5 47 .
38
3
0
1006 1997 1998 1998 2000 2001 2002 2003 2004 2005
Exportations francaises par catégories
1995 2000 2005
volumes  wvaleurs  volumes  wvaleurs  volumes  valeurs
TOTAL 12010 3470 15136 5861 13834 5594
Effervescents 1068 1067 1154 1721 1327 1980
% Champagne &7 % =l T1% 95 % 7% a4 04
V.0.P.R.D. tranguilles 5064 1866 GBBT an4g 5577 2612
% en bouteilles 83 % 1% 87% 95% 29% 26 %
% en blanc 33% 3% 25% 7% 8% 30%
Vins de table 4892 516 T02T7 900 G860 Q74
% en bouteilles 58 % 77 % 60 % 70 &7 % 825 )
9% en blanc 47 % 4T 2% 3T % 40 % 3% !
Vins de plus
a5 22 a7 28 G 28
de 15 %Vol ,

These tables show that in 10 years French wineugerd have continued to increase
their exportation rate, in volume as well as inuealthis despite a slowing down
notable between 2000 and 2005, movement back ©f2e8% in 2005. This move
back is notable in 2005 for the second consecyeae.

This move back differs according to the type of evinwhat is surprising is that
famous wines like Bordeaux or Beaujolais totalizdiminution of their exportations
respectively -5, 5% for the Bordeaux and -6, 1% tfog Beaujolais in 2004. It
benefits to less famous wines and more regiona¢svitke Céte-de-Provence or Val-

de-Loire. They know in 2004 an increase of arounds% of their sales abroad.
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This fact can be explained by the changes in tlggnsrof the demand. Indeed these

new consumers may not have the same taste asamsl

Table 3. Evolution the French wine exportations peuntries (Malpel, 2009 No
160)

Evolution des exportations frangaises de vins par pays

1995 2000 2005

volumes  valeurs  volumes  valeurs  velumes  valeurs
TOTAL 12010 3470 15136 5861 13824 5504
Grande Bretagne 20,1 % 17,7 % 192 % 18,5 % 2,2% 21,6 %
Allemagna 22,5% 17,0 % 20,5% 13,5% 17,7 % 10,7 9%
U.EB.L* 127 % M5% 1M15% 10,5% 12,1% 0,6%
Pays- Bas o7 % 6,8 % 10,2% 7.0 % 0,6%, 57 %
Danemark 5,0 % 36% 4009 32% 3,0% 2,2%
ftalie 0,9 % 30% 19 % 29% 21 % 3.7 %
Sudde 1,0 % 0,9 % 13% 1,18 12% 1,2%
Autres LLE. 21 % 2,7 % 35% 3,8% 45% 5,0 %
TOTAL U.E. A 15 74,0 % 63,3 % 73.1% 60,5 % 71,4 % 58,6 %
Etats-Unis 6,2 % 12,5 % 75% 16,3 % 71 % 157 9%
Japon 31 % 4,5% 35% 6,0 % 45% 6,5 %
Canada 42% 3,2% 41% 3,6% 43 % 3,8 %
Suisse 5.8 % 20% 4.2% 54% 3,9% 4.4 %
Russie 0,1 % 0,2 % 13% 0.4% 2,8% 1,0 %
Autres pays tiers 6,6 % 14,3 % 6,2% 1,0 % 6,1 % a1 %
TOTAL PAYS TIERS 26,0 % 16,7 % 26,9 % 38,5 % 28,6 % 40,4 %

This figure confirms what had been said before ating to the evolution of the
demand.

Even if European Union stays the main destinatarttie French wine, about 71%
of the exportations in volume and 60% in value. &wer this table explains us that
wine trade is also opened to the rest of the wakidl this third world reveals itself
more and more attractive and needy.

Whereas French wine’s exportation are diversifyigwith around 22% of all the
sales abroad stays the main client of France.sBriéire particularly interested by
Champagne and Val-de-Loire. Then the second amd thients are Germany and
Belgium. This three countries are loyal countrgn if the sales are slowing down

and sometimes even moving back like it the cas&tmany in 2005 (-5%).
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2.2.2. Australian Wine Market

In the case of the wine market, the Australian wantors were really successful in

building their competitive advantage.

Indeed they decided to focus on three strategiatdges:
Working on innovation technology and vineyard medsation enabled them to
reduce the cost, and to position themselves inrtimel of the foreign consumers as

good quality wine for a limited final price.

The beer stay preferred to the wine in their doioestrket, and so they decided to

focus on the export market.

A portfolio of wellknown brand for supporting the demand, and differen

themselves from traditional wine producers.

Thanks to a good use of their competitive advarstageustralia succeeded to

become the fourth largest exporter of wine of tloelek (Morrison 2006, 321)

THE STRATEGY

DIRECTIONS INFORMATION Benchmarking guides for small,
RESOURCE KIT medium and large wineries.
An overview of global consumer trends to
identify the key drivers for future alcohaolic
beverage consumption.
Audit/review of infrastructure constraints facing
the wine sector. Directions to 2025

WFA Cellar Door Benchmarking program (Cellar Door METRICS) The com p|ete package
and Wine Tourism Toolkit.

Australia : world class educational DVD and online resource developed
for winemakers and their distributors.

Australian Wine Indpstry Stewardship program.

RESTRICTED Market insight reports for key markets.
ACCESS An online interactive gross margin “ready reckoner”

Figure 4. Australian Marketing plan: “Direction 925, an industry strategy for

sustainable success. (Malpel, 2009)
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The Australian objectives for wine production arevidked into three parts:

Anticipation on the market changes, influencing domsumer (new segmentation
with the creation of a logo wine Australia, posiiiog the range in medium/high
guality, looking for new markets), building of a ssainable development
(partnership with the government, respect of emvitent, and communication on
the health).

The aim of this plan is to obtain at this date mdwer for the all Australian wine

market of USD 8, 5 billions. That means a growtH80%.

These objectives are not impossible if the coustays in the same dynamic of

production than it is for the moment.
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3. MARKETING STRATEGIES

3.1 General

Every business must design a strategy for achieumggoals. It consists in a
marketing strategy that is often compatible, andirdeed with technology strategy
and sourcing strategy. These strategies are gSeatdfat strongly position the
company against competitors and that give the casnpghe strongest possible
advantage. A global marketing strategy requiresctimapany to focus on application
of competitive strategies that have to be applieer dhe geographical borders. In
this dissertation case that mean the competitisidénthe international wine market.
Before setting up a strategy of competition, iingortant for the company in a
context of global competition to efficiently findubits strengths and weaknesses. In
this case SWOT analysis could be useful (strengifeaknesses, opportunity,
threats). All the superior skills and resourcesheffirm would represent the sources
of the competitive advantages. Then, accordingsmwn particular situation, the

company would decide about which tools could wbkk lbest. (Paley 1999, 387)

To prepare efficiently a competitive strategy thenfhas to study as well its
competitors as well as its actual and potentiatarusers. Indeed, it is vital to get a
perfect knowledge about its closest competitorgabse it is these ones who are
seeking to satisfy the same customers and needmakitig similar offers. And so,
the application of competitive strategies wouldphible French producers to improve
their offers compared to other ones, thanks toteetbknowing of the demand and
the competition’s offer.

Being able to compare its own, products, pricesnokls and promotion, with that
of its close competitors would help the companydiscern areas of potential
advantage or disadvantage. For that the compantphase both industry and market
based analysis. During this approach, the firm toagssk itself some important
questions: Who are our competitors? What are thigectives and strategies? What
are their strengths and weaknesses? How will teaghr to different competitive
strategies we might use? (Kotler & Armstrong 2081%57; Kotler 2001, 140)
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3.1.1. Competitive Advantage

A competitive advantage corresponds to an advartage competitors gained by
offering consumers greater value, either throughelo prices or by providing
benefits that justify higher prices. For a firm @mpetitive advantage enables itself
to create superior value for its customers andrsuperofits for itself.

Creating a competitive advantage may be achievadkthto a well define core
strategy. Any plan to develop a competitive advgataust be based on the analysis
of the company’s competitors. In order to rise forag term competitive advantage
the company has at its disposal all the tools ef tbmpetitive and marketing
strategies.

For a competitive advantage to exist the firm laadopt a superior position in the
market which would provide profitability and comipeeness. For that the most
successful method is to build on a combinatiorhoéeé advantages:

First being better, with a superior quality or seey also being faster, in other words
anticipate or/and respond faster to customers niegiscompetitors, and especially
being closer, that means establishing close long-telationship with customers.

In the case of competitive advantage, even if dBffees in national economic
structures, values, cultures, institutions and ohiss contribute profoundly to
competitive success, the main actor is clearlyctmapany, , as we will see below.
(Kotler & Armstrong 2006, 527; Morrison 2006, 32@bber 2007, 53, 788)

Firm Strakteqy, -
Structure
2 Rivalwy

L Ll 5 =
% e
bl -
) ) % " - o
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Factor e Lo Demand
Conditions - . Conditions
s
| A
s —! "
.
% &
L]
. w
.

Related and
Supporting
Induskries

Figure 5. Porter's diamond: The determinants ofonal advantage (Porter 1998,
72)
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Potter says that this Diamond is a tool to expkinompany its past competitive
advantage and predict how could evolve the futiiie,used to analyze the business
environment of a selected group. If some weakneappear in any one of those
determinants it would constrain the industry's pt& to upgrade and gain

competitive advantages, by adopting suitable gjrase

This diamond contains four determinants for a mati@competitive advantage.

The first one, the factor conditions, refers totdas of production, such as labour
force, land, natural resources, capital and féeslitSome could be key factors of
production like labour skilled, or capital investmhelndeed it could advantage a
company and as a consequence a nation, that fiesd @n a competitive

disadvantage. The factor of success depends ebpedithe ability of the company

of using these resources and skills and other factaditions. (Porter 1998, 72, 126)

The second one is the demand condition, i.e. sbgdiisd customers level in home
market, which is an important element to produdangpetitiveness. Indeed firms
that face a sophisticated domestic market areyliteelsell superior quality products
because the market demands high quality and a plas@émity to such consumers,
and it enables the firm to better understand trexls@nd desires of the customers.
To well understand the demand condition is vital apply further marketing
strategies. The demand condition provides inforomabtn the market enabling the
firm to decide which opportunity to pursue withghiesources and skills linked to

the sophisticated market.

The third element is related and supporting indestr A determinant that is
important for the competitiveness of firms becaiisecludes suppliers and related
industries. This usually occurs at a regional lagbpposed to a national level. For
the French wine we can take for example the “Barg&awhich results are much
higher from the rest of the territory for this typewine.

The last determinant is the firm strategy, struetand rivalry i.e. the conditions for

the organization of companies, and the nature ohestic rivalry. This element
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would define the pressure put on company to inreoeatd invest. (Morrison 2006,
321; Pacific Commerce. 2008)

Another variable which is extern to the diamond J&scan see on the figure 1) is
the government. Indeed it is one of the most ingrartinfluences on modern
international competition. In some countries goweent it associated to the success
of some firms, or nation’s firms. However it is rancretely the fifth determinant
but more the variable whose role in national comipgetadvantage is to influence
the four other determinants in a global way or eafcthem positively as negatively.
(Porter 1998, 126-127)

3.1.2. Differential Advantage

Differential advantage or in other words benefitattexceed those of competitors,
thanks to some particularity that firm has beeneatd use in order to get
profitability. The firm has succeeded to make ftgial strengths becoming a real

competitive advantage.

Threat of
Substitubes

m o
EIEE'" B Euﬁﬂ
= = o E
Dz2 ) |Degeed ( =z %
o = i —

4 8.3 Rinvealry I: ggm

==

Threat of Mew
Entrarks

Figure 6. The five competitive forces: determinaftindustry profitability and

attractiveness (Porter 1985, 5)

That figure explains that for any industry whetllee company has domestic or

international actions, proposes any products orices; it would show the firm’s
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five competitive forces. These forces are: theyeotmew competitors, the threat of
substitutes, the bargaining power of buyers, thrgdmaing power of suppliers and
the rivalry among existing competitors. Conventibnahe tool is used to identify
whether new products, services or businesses hevedtential to be profitable.
However it can be very revealing when used to wtdad the balance of power in
other situations too. The strength of each of the forces is a function of industry
structure, which means it underlines economic auhrtical characteristic of an
industry.

As the industry structure influences the firm'sastgic decisions, the firm itself
would influences its industry structure through #ategies. (Porter 1985, 5;

Competitiveness theory, 2009)

The five forces determine industry profitabilitydagise they influence the choice in
establishing the prices that firms can charge ctists they would have to bear, and
also the required investments to compete in thastrg. The company can use these
5 forces by entering its own data inside the desmgrorder to define its degree of

attractiveness. Indeed the fundamental determioiaptofitability is the company’s

attractiveness.

An effective competitive strategy takes offensivedefensive action in order to
create a defendable position against the five ctitheforces. There are several

possible approaches, for example:

Positioning the firm so that its capabilities paithe best defence against the

existing competitive forces.

Influencing the balance of forces through strategioves, the aim staying to

improve the firm’s position.

Both advantages (competitive/ differential), can bensidered as positional
advantage. They describe the firm’s position inititistry as a leader, according to
its competitors’ position. (Porter 1980, 29; Quidkan2007)
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3.2 Differencing

It happens that company’s products present a ngtidifferential advantage. It
means that the company performs better in someeatsabecause it has a sustainable
internal or external strength it has over its cottges. Sometimes the company
needs to adopt a differencing strategy in ordegdam this differential advantage.
Most part of the time differentiation strategy sed by firms which have relatively
high cost. (Hollensen 2003, 335)

We define differencing as the process of addingtao$ meaningful and valued
differences to distinguish the company’s offeringni competitors’ offerings. The
goal is to make sure that your company or your pecoavould be remembered. To
make being perceived “Unique” its product, wouldtbe final aim. There are four
main ways to differentiate: product differentiati@ervice differentiation, personnel
differentiation and image differentiation. The firkmows usually for what the
consumers would be the most sensitive to. Nowadsstsjice and image are the
main ways people distinguish a French bottle ofenfitom another one. Ideally, the
firm differentiate itself along several dimensions.

If the product is the same as competitors’ oney balge communication campaigns
and heavy promotion would help to sale the prodNetertheless this is not really
suitable for small companies like most part of Enench wine producer with small
budgets.

That is why it is vital to constantly try to third fresh ways of adding values to the
product, tuning the service, improving the all ran@nd getting closer to the
customers” needs, and so continuing to attract .the@rder not to stay as common
as the competitors, these differencing methods dvdadcome more personnel
differentiation. (Patten 1995, 18; Kotler& Armstg& Saunders & Wong 1996, 95,
427)

3.2.1. Differencing thanks to the Brand Identity

It means giving a hame to its product, a good naumeh would be memorable and

illustrative for what the company does. The image aentity of the wine should be
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carried by the brand. Branding is very much tiedhe position where you place

your business.

It is one of the big weaknesses of the French wibertain big and famous

producers, succeeded to install the name of thedyztion place as well known ,

and synonym of a brand, like Chateau Lafitte, Clhatdeuf du Pape... Except these
cases, brands of French wine do not exist. Thiatpgsi unavoidable because it is
especially because of branding that Australia faaneple succeeded to obtain the
fourth place of wine exporter, and some market Ukated States, United Kingdom,

or also Japan are really sensitive to the produetsd. That is why it is important to

think about choosing a brand even if it is difficidr a small company to set up as a
brand leader.

Definitely, brand names can sometimes gain stremgtiout much conscious effort

from the company that owns the name, thanks teestaaccess to communication
tools and international movement.

Anyway before the choice of the brand the compamyukl be aware of some

criteria preferable for the brand name. Indeedntime should something about the
products benefits and the product qualities, iusthoemain easy to pronounce, to be
remember and to stay distinctive, and to finisls important that it should not carry

poor meanings in other countries and languages$te(P&995, 24; Bradley 1999, 9;

Kotler 2001, 192)

3.2.2. Example of differential pricing

Differencing prices does not mean decreasing tlaitgyuindeed, that is at that point
that foreign competitors succeeded to improve theginess. Actually, Australia, or
Chilli, or Argentina or else, they were able to mwee good wine quality for
interesting prices.

The “ingredient” can often be identical, but thekeging, the presentation and the
positioning allow widely different prices to be liead. And for that reason, it is
crucial that French wine producers begin to adafferéncing methods. (Patten
1995, 28)
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Differencing might be realized with other tools nharicing, as the product design,
the service around the product or also the distiniist network (which would be
explained later). Anyway the several differencingtihods are not incompatible,
which means that good or high quality design posittould work with low-cost
strategy. Even if it not necessary the case, @nisapproach of the wine selling that
could be interesting to face the competitors' efivaness, even aggressive costs.
The differentiation would be even stronger withfiffally the product is different
from the rest in any position they would compete.

Differentiation if achieved is viable strategy fearning above-average returns in a
company because a defensible position for copirig thie five competitive forces.
(Bradley 1999, 269; Porter 1980, 37)

Some differencing processes are better than obs@ause they are more difficult to
copy. The company has to emphasize its own paatiity)l according to the types of
industry in which it is competing.

Finally differencing strategy is a constant effoftimprovement, to create benefits.
In particular because customers become accustomadparticular level of added
value and therefore increase their expectations ¢wee. Variation in buyer
purchasing criteria gives needs to go to adopewfitiating actions. And a total
product would continue successful only if customegsp being willing to buy it.
(Capon & Hulbert 2001, 16; Adcock & Halborg & Rd&301, 410)

3.3.Positioning

Positioning is deciding the place the company wahés product occupies in the
mind of the consumers relatively to the competipveducts, by choosing among the
competitive advantage(s) it would promote. (Accogdio the price, the quality, the
communication...) If a product was exactly like arestlproduct on the market,

consumers would have no reason to buy it.

A company must decide how many ideas to promotdpragxample benefits or

features, in order the costumer considers the ptoakithe “number one”. For that,
the French wine producer can promote the producefiis, its healthiness for

example, or his brands benefits like, “best quglitflowest price”, “most
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prestigious”...etc. This practice is even more imaottin French wine production,
something that is unusugt in French companies.

To develop a positioning strategy it is importamkhow that all the products can be
differentiated but not all the differences wouldrbeaningful. As a consequence an
established difference would be satisfying if addws the criteria listed below:

The difference delivers a highly valued benefitatsufficient number of buyers,
would be delivered in a distinctive way, it haste superior to other ways of
obtaining the benefits, competitors cannot copyeassily and more, with the
difference the buyer can afford to pay for theati#ince. (Kotler & Armstrong 2006,
p. 216; Kotler 2003, p310; Kotler 2001, 178)

Positioning strategy is linked with the product the service, and to what the
company can do with this product to best posittaagainst one or several groups of
consumers inside the market. So target selectisrdbiae already one part of the job.
Where a product is positioned governs all the ngessdhat the supplier has to
achieve. As we said before: price, value, imagefop@ance...according to the
target audience. Your perceived position in theketaplace will determine where
your message appears. (Mercer 1998, 275; Pattes 19965)

Finally positioning is the choice between: Targedrket, e.g. where we want to
compete; and differential advantage, that meansvaewish to compete.

Position governs the standard of service, qualitys@aff and the customers’
expectations.

Customers expectations reflect the price and posinat you manage to achieve.
Anyway, the aim stays to create and especially rasindistinctive place in the

market the company and its products. (Jobber 2805),
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Figure 7. Diagram: Perceptual Map French Wine Typ@slapted from
learnmarketing 2008)

Perceptual or positioning map are sometimes raféadelp to identify the product
strategy for a new product entrant. In this mapehaeen add the actual place of the
French wine position in the market. A positionirigategy, and else could help to
replace in the mind of the consumers the actuatipnf product in the mind of the

consumer.

Competitive strategy could be helpful for all typekwine to gain and keep a
competitive advantage, and not only for the Champagvhose differential

advantage is undeniable. (Learnmarketing. 2008)

To sum up, six questions should be always asked wieating a market position:
What position (if any), do we already have in oustomers' or prospects’ mind?
What position do we want? What company should hgumned if we decide to

establish that position? Do we have enough mandiundget to occupy and hold
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that position? Do we have the capabilities to stétyh one consistent positioning

strategy? Does our creative approach match outipaisig strategy?

There are several positioning strategies for catchand holding customers’
perception. Positioning works by associating preslugith product attributes or

other stimuli.

To conclude in few words, both competitive stragsgwould belong to the core
strategy of the company. These strategies are igesteategies that are here to help a

firm to compete profitably. It gives the later amgoetitive advantage.

3.4.Segmentation

A seller can rarely satisfy everyone in a markétatTis why they frequently use the
segmentation strategy.

Segmentation means dividing a market into distamad homogeneous subgroups of
buyers who have distinct needs, characteristicbebaviour and who might require
separate products. In a global aspect it sometimeans regrouping groups of
countries in a large target market, or some regi@eparating countries into
different categories allows the firm to customiz®e marketing strategy, especially
according to cultural and geographical criteria.

Indeed the market has many types of customersupt®@nd needs. We can say that
every market has segments. They are too numerodidi@erse in their buying
requirements, that is why it is important for a keder to find the segment which
would offer him the best opportunity of successis particularly true in the case of
wine the consumers taste for example could be mé@tant in the way creating the
groups and this taste would change according togrgebic place, or even
psychographic, demographic situation (gender, agejal class...).(Kotler &
Armstrong 2006, 47, 210; Kotler 2003, 9; Bradlep39221)

Once the building of the segments finished a fian decide to target several market

segments and designs separate offer for each aggdodtheir characteristic.
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In the selection step, the company can considex patterns of target market

selection:

The single-segment concentratiom which the company, gain strong knowledge of

the segment’s needs and also a strong market pees@hrough concentrated
marketing, the firm has to specialise its productistribution and promotion.
The risk is that in case of new competitors onstagment or decrease of the demand

the company has no alternative to secure its bssine

The selective Specialisatipwhere the company selects a number of segmextuh, e

objectively attractive and appropriate, and whicbnpises to be money-maker. In
this case the risk undergone by concentrated magkalmost disappears.

The product Specializatiothe company would choose to offer certain prodhat t

it sells to several segments. It is the best patterbuild a strong reputation in

specific product area.

The market Specialisatioim this case the producer concentrates on serviagym

needs of a particular customer group. However, ablpm of dependence could

happen.

Full Market Coverageit does not concern wine producers that are smwll and

medium companies. Indeed, in this case the comgaaoiles to serve all customers
groups with all the products they might need. Tiathy only very large firms can
undertake a full market coverage strategy. (K&@93, 299)

Most of the time segmentation works conjunctionhwpbsitioning. However at the
contrary to positioning which relates to the pradand the service, segmentation
applies to the market and the consumers who argectd into natural segments
which occur in that market. One will also allowetproducer to concentrate its
strength(s) against the weaknesses of the comyzetittd improve the competitive

ranking.
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There is not a single way to segment a market. Aketer has to try different
segmentation variables, alone and in combinatioriind the best way to view the
market structure. As we saw before the major véglused are geographic,
demographic, psychographic and behavioural. Butadlgt they can be more
detailed, as for example age, gender, lifecycldestgroup of age), lifestyle,

personality, usage rate...etc (Paley 1999, 44; K&tlarmstrong & Saunders &

Wong 1996, 354)
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4. MARKETING MIX STRATEGIES

Marketing strategy is the marketing logic by whittke business unit hopes to
achieve its marketing objectives, it defines in ethmarket and which process of the
offer the company should put its effort. Marketsigategies belong to competitive
strategy, and their aim stays the competitiven@sy. strategy that we would be

explained then can be in first case a competitirstesgy; however several marketing
strategies can be used to apply a competitiveegtyativhose aim would be to gain a
competitive advantage.

In other words the competitive strategy is the ijglajectives that would have to be
achieved and the marketing strategies are the hr@alleting approach that would

be used to achieve these objectives. Inside ttieses strategies we can distinguish
defence strategies and attack ones. For examplenoaioation strategy is clearly a

strategy of attack. (Kotler & Armstrong 2006, 47)

A marketing mix consists in everything the firm adm to influence the demand for
its product. It is the set of controllable tactioarketing tools, product, price, place
and promotion (the four Ps), that the firm blenadgtoduce the response it wants in
the target market. Which is what would be explaimetivo parts: first the four Ps

and then targeting a market. (Kotler & Armstron@2067)

4.1.Four Ps

Product

Promotion
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Figure 8. The four Ps of the marketing mix (Ko#eArmstrong 2001, 67)

4.1.1. Product

Product means the totality of goods/service tha tbmpany offers the target
market. It corresponds to anything that can bereffdo a market for attention,
acquisition, use or consumption that might satafyvant or a need. It includes
physical objects, services, persons, places, ggaons and ideas. The marketer
must match the product to those needs as closelpoasible. This may be
accomplished by radically changing the productjust changing its features or its
packaging, or even by describing it in a differesaty.

The product strategy will need to be developed ifipalty for each product. But in
general there are four general strategies to matltonsumers” needs and getting
growth in volume and profit. These strategies heerharket penetration working by
increasing sales or finding new customers in theesanarket. Also the product
development which is deciding a major modificatiminthe product, like style or
quality. Then the market extension, so it is figdirew market entrance for example
by moving into other countries. The diversificatimhich works by creating a new
product or/and finding new markets. (Kotler & Armwsig & Saunders & Wong,
2002, 97-98; Mercer 1996, 28, 169)

4.1.2. Price

The price is what consumers pay to get the prodnatther words it is the amount
of money charged for a product or the sum of vathes consumers exchange for

the benefits of having or using the product.

The price of a classical wine would be quite deferfrom the price of Champagne.
However wines are classified per categories likahl& wine, regional wine, AOC,
regional superior wine, AOC superior, sparkling &i€hampagne ...etc.

As a consequence wines are contained inside a gcade with a gap of sometimes
only €5 between items of the same category, whidhe case for example for table

wine. However for some categories like Champagrk especially sparkling wine
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the gap could be much bigger. Sparkling wine iategory with diversified types of
wine, a “Mousseu” for example would be place inttwat of the range and appears
cheaper than most part of the wine, and a “Crémawatild on the top part, with
guality often compared to real Champagne by prajeats.

4.1.3. Promotion

Promotion means the activities that communicate rtfezits of the product and
persuade target consumers to buy it. It must ireclddveloping an appropriate
promotional message, using the right promotionahie and the appropriate choice
of media. As a consequence, in a promotional gjyatbere are two parts: the

communication method and the sales promotion.

Communication

Every company is inevitably put into the role ohwaunicator and promoter. There
is a goal to define: what to say, to whom and hd&nm Communication is for the

moment one of the big lack of the French wine itigus

In marketing we can say that there are five maindesoof communication a
company uses, plus others variety of instruments.isl the “Marketing
Communication Mix".

It is characterised by the techniques of:

First advertising, which is the non personal massraunication using mass media
(such as TV, radio, newspaper, magazines...). Theenbrs determined and paid by
a clearly identified sender. It is the public redatand publicity.

Secondly personal selling, it is an oral presentatr demonstration of the product
in order to create a direct and personal contaotd®En the company and the client
targeted.

Then sales promotion, e.g. sales stimulating cagmgaifor example free samples,
price cuts..etc

And finally the direct and interactive marketingorFexample direct mail,

telemarketing, personalized brochures and espgctalilay internet marketing,



32

thanks to this main new media: internet. (De Pet&®a Geuens & Van den Bergh
2001, 5)

Nowadays, these communication processes consisanininteractive dialogue

between the company and the consumers that begirsgdthe pre-selling, and

continues then during the selling, consuming anst-pelling steps. The producer
has to ask itself: how would he reach the conswuandrhow the latest would reach
his products. To make the choice of the tools that company will use, it is

important for this later to be fixed on the reaeld and the frequency and the
impact that the company wants to produce. The réagdl means the number of
different persons that would be exposed to a pdationedia schedule at least once
during a specified period. The frequency is the banof times included inside the
specific time period, than an average person i to the message. Finally the

impact is defined by the qualitative value of ap@&sure through a given medium.

Sometimes the company can choose to a apply amgrateel marketing

communication (IMC), where all the tools presenfiest can be mixed, regrouped,
maximised and integrated in a global communicattrategy. IMC produces
stronger messages consistency and and biggerisglast, it also helps the marketer
to unify the company’s various brand, image, andgsages. To sum up, if it well
realized, IMC would improve the company’s abilioyreach the right customer, with

the right message, in the right place and at tjig time.

The communication cost stays a problem. That is Mvisyimportant to focus on the
efficiency of techniques used. Today, the most usedtill the mass communication
which reach a large audience unidentifiable howéwere is more and more targeted
communication, or in other words personal commuimoaOne more time defining
well the target is vital to stay efficient.

In order not to waste too many resources in thenptmn strategy it is essential to
measure the impact of the promotional campaign. mhgketer works on members
of the target audience, he analyse whether if thesage is recognized, how many
times it has been seen, and how it has changetbtisimer’s behaviour toward the

product. His role is also to check the audiencparse, in order to know how many
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people bought the product, enjoyed, and adviséul some other people. (Kotler &
Armstrong 2006, 427; Kotler 2003, 564, 566; Kof2601, 280)

Sales Promotion

Promotional differentiation may stem from uniqueglued images created by
advertising or other service provided by sales [mopAs we explained before
promotion depends on the communication mix, amlaften the person in charge of
the communication who would manage with the prodgcomotion. The
promotional tool reinforces the firm's image pawmiting. In general the company
uses to rely on its sales strength to achieve ptiomal objectives.

To sum up the traditional promotional process idekivarious methods of using
messages to communicate the benefits of its predoca potential customers. The
promotion of the service which is around the pradscoften as important as the
promotion of the product itself. Indeed product mation decision often has an
effect to the customers’ expectations of servicaligu Sometimes a product of the
same quality than its competitors would be consdevith a higher quality because
it has been promoted differently.

The promotion of the all organisation of the firancalso be a concept, for example
by putting the employees’ role, or particular statin the front line. Then the

building or the place where the product is propopdmlys also a role in the

promotional process. (Jobber 2007, 305; Palmer ;2B08)

The primary objective of a sales promotion is tqliave a company's sales by
predicting and modifying your target customers pasing behavior and patterns.
Sales promotion is very important as it not onlipedo boost sales but it also helps
a business to draw new customers while at the sameeretaining older ones.

This is a way of bringing forward sales, encourgdimand loyalty or manipulating
the prices level in order to push the sales upt Tahnique is often used in sectors
where differences between brands are slights andhtirket is well developed, if not

overcrowded.
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When developing a sales promotion strategy for ymsginess, it is important that
you keep the following points in mind: Consumeitadtes and buying patterns, your
brand and competitive and communication strateglyfenally other external factors

that can influence your products availability amitipg.

There are three types of sales promotion strategigmish strategy, pull strategy or
a combination of the two. A 'push’' sales promotsirategy involves 'pushing'
distributors and retailers to sell your productsl aervices to the consumer by
offering various kinds of promotions and personallisg efforts. A 'pull’ sales

promotion strategy focuses more on the consumeteddsof the reseller or

distributor. This strategy involves getting the somer to ‘pull’ or purchase the
product directly from the company itself. This sdgy targets its marketing efforts
directly on the consumers with the hope that it stimulate interest and demand for
the product. And the last the combination of both(Patten 1995, 178;

Smallbusinessbible. 2008.)

Consumer Promotions

Incentive promotions divided into three categoriesonetary incentives (extra
volume, saving cards, coupons, cash refunds), ptoguomotions (sampling,
premiums, free in mail...) and the chance to winiagp(contests, sweepstakes and

lotteries).

4.1.4. Place: Distribution

The place is described by all the activities thakenthe product available, thanks to
the role of the distribution. (Kotler & Armstrong &unders & Wong, 2002, 98)

The aim of the distribution process is to expose¢h® consumers the company’s
product as efficiently as possible. In other wodisribution is making the buying
situation the most convenient for the clients. Raisl need to be available in
adequate guantities, in convenient locations antimegs when customers want to
buy them. The aim is making products available wheotential buyers can find
them. The problem is that many producers are nodliiact contact with their

customers. They will use wholesalers and othersygentermediaries that is why it
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is necessary that the company succeed to invabedf in a distribution channel in
which it trusts. A distribution channel would enalbhe company to get involved in
long-term commitments to other firms, but also miélithe portion of the market that
it could reach and finally, according to the dlstition strategy adopted affect all
other marketing decisions.

The all distribution strategy includes:

Bringing customers into contact with offered prouand offering a sufficient
choice to meet customers” needs. Then maintairfingugh the intermediaries
adequate level of sales and providing the all ngiwappropriate services and
information to help purchase decisions. And finatigintaining an acceptable final
price, which means negotiating the price of intetiages’ services, but also taking
into account the profit requirements of those meediaries. (Mercer 1998, 263;
Paley 1999, 372; Adcock & Halborg & Ross 2001, 2339)

For choosing the most suitable strategy, a didiobuanalysis is for sure helpful for
determining a channel strategy. It consists in emang the attractiveness of
different distribution channels, distributor buybehaviour, their strengths and
weaknesses, and alternative methods of physicdribdison. To define a

distribution channel we can say that it is the nselayn which products moved from
production site to the last customer.

Maximising the distribution channel is sometimeficlilt for limited companies. It
might be hard to avoid geographical situation, dveatising efficiently the all
channel intermediaries, and even maintaining a goodperation between the
company and the all distribution channel. The chaitthe most effective channel of
distribution is an important aspect of marketingatglgy. Indeed it would then
involve many steps from transporting the produrkeeping an inventory, selecting
wholesalers and retailers, deciding on the typesutét that would be distributed in,
and in which assortment. In its choice of orgargzuh the distribution network, it is
vital for the wine producers to manage its targessal distribution network and
even to search constantly for new ways to distebist products.

E-commerce for example would be considered as awayvof distributing them.
Some distribution methods that would be unbelieydbl the French market like

distributing wine in cans could work efficiently some other markets. With this
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example we understand better the importance ofitaligion strategy. (Jobber 2007,
45, 306, 679; De Pelsmacker, Geuens & Van den B&ogh, 3)

It is important to know that French wine produces ase to work also with direct

distribution channels. A direct channel exists wittaare are no intermediaries
between the supply organisation and its custonfeush contact could be really
direct, maybe face-to-face, as for example buyimghie “domaine” (company’s

place of wine creation). However this system inevmarket could only works in

small localize market. By explaining this situatime understand that deciding of a
distribution strategy and applying it would be edie for the French producers to
compete their new competitors. Adcock & Halborg &sR 2001, 238)

4.2 Targeting a market

The target marketing is the process of evaluatimghe market segment’s
attractiveness and selecting one or more segmemnter. It is the consequent
strategy of a first segmentation step. Once tme fias analysed its market segments
opportunities, it has to decide how many and whockes to target. Very often,
companies start marketing to one segment, andetkggand to others.

Market can be targeted at four levels:

The first one is the market segments (like we safere): large recognizable groups.
The next one is the niches, more narrowly definedigs. The third one is the local
areas. And the last one is the individual groupsclviis a form of self marketing
where the consumers themselves take the initiatidesigning products and brand.
(Kotler & Armstrong 2006, 47; Kotler 2003, 9)

Selecting the right target group is an importantisien to stay with the most
important attractive target group(s). In order teceed in this task the firm has to
look at: the size and growth of segments, its #tirat attractiveness, the final
objectives and budgets of the company, and thdlisfaif the segments chosen. The
firm must look at two dimensions: segment attrasigss and company fit. Before
concluding on a segment and making a final chdive,company would evaluate,

for each segment, the current turnover, potent@ivth and the global profitability.
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The company must also collecting data about sadisey projected sales growth,
expect profit margins for the various segmentgsifjoal is to target large segments.
However smaller companies would choose, maybe &Bsctive growing but
profitable with their actual skills and resources.

It is sometimes important also to define, competitargets. These are the
organizations against which the company decidesatmpete. Classifying them

according to their weaknesses, distribution cham@tlvork, areas of activity is

useful to find the strategies for attacking andedding against competitors.
Moreover the producers have to stay aware withonbt the current competitors but
also the potential entrants and the power of tistocners and suppliers influence on
the global competition. Finally for small companig&® wine producers, it could be

more successful to target smaller or less attraciegments, or niches, when
competition is too strong in the larger segmenisbler 2007, 53; De Pelsmacker,
Geuens & Van den Bergh 2001, 106)

Target Costing

The target costing strategy consists in reverdiegusual targeting process. Actually
in the usual process the company designs its nedupt, analyse its cost and them
try to find the best target segment to sell itsdpiat. In the target costing case, the
firm first knows which target to touch at which tokefore adapting or creating a

new product.

In a long term process the company has to be danefa the availability of its
choices. Indeed, sometimes it happens that somaetate segments at short terms

might not fit with the global strategic objectiveislong-terms goals of the company.
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5. PURPOSE OF THE STUDY AND CONCEPTUAL
FRAMEWORK

5.1 Purpose of the study and research objectives

The aim of the study was to find out how the Frewafie companies were trying to
find solution to fight against the active competitiof the new wine producing
countries. Additionally, the research objectivesrevéo try to show the different
strategies between the two main types of wine:satakwine and champagne; and

their different tools to compete efficiently.

Research Objectives:

How would it be possible for the French wine toysta the top of the list of

the wine market?

Research problems:

What are the differences in the strategies fotweewine categories?
What are the real problems in French wine compethi

How is characterised the competition inside the etio market?

How is characterised the competition in the globtdrnational market?
What would be the benefits of applying marketingtsigies?

What are the possible issue?
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5.2 Conceptual Framework

WINE MARKET

\\ MARKET COMPETITION /
Global Competition /
Local Competition /
v
MARKETING STRATEGIES

General /

Differencing

Positionning

Segmentation

\ NARKETING MIX STRATEGIES /

\ The four Ps /

\ - Product

- DPrice /
\ : gigzotlon /
\ Targeting] /

Figure 9. Conceptual Framework of the study: Mankgstrategies for

\4

fighting the new wine market competition.

This conceptual framework has been created acapriinresearch made on the
theoretical part, in order to meet the objectiviethe research.

It remains quite simple and follows the plan of theoretical part.

This conceptual framework indorses the observatipoimted out in the theory.
Marketing strategies and competitive strategies dependant in the market

competition.

The strategies differs whether it is small classioe company, a major wine

producing house, or a Champagne producing house.
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6. RESEARCH METHODOLOGY

6.1 Research Methods

For organising any research it requires to plamtie¢éhod used to describe correctly
trends and to add the adapted explanations.
This thesis is divided into two parts the theomdtart and the empirical part.

In the theoretical part a quantitative researchldess used. It is based statistics and
findings of sources, from books and else about star§ strategies, wine market,

and competitive strategies.

In the Empirical part of the dissertation a qual& research has been used. It
means that the two case companies have first aadwera questionnaire and then
have asked open-ended questions during a telephot@oview. This two step

interview with open-ended questions enables toilmtdacomplete answer on the
subject; on one hand it enables also the intenegweeact directly and freely to the
questions, to add comments and answered that eansher was not thinking to
ask. And on the other hand the researcher candabtamal questions in reaction to
the interviewee answers. This situation enableswattiter to treat more deeper the

subject.

6.1.1. Quantitative research

A quantitative research corresponds more to staisand numeral measurement,
analysis of information sources.

The advantage of a quantitative method is thatstiigey can be repeated in the
future and results compared, and that it is lepemni@dent on research executive skills

or orientation.
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6.1.2. Qualitative research

Qualitative research is an empirical research, whusthod includes case studies,
observations, questionnaires and interviews.

The advantage of a qualitative method is that mase interactive, with open-ended

questions, dynamic, flexible and interpretive. Igoagives depth of understanding,

many information per respondent and provides arisburce of ideas for marketing

analyses.

A questionnaire and then open-ended questions glaritelephonic interview, have

been chosen because it is one of the most suttesdarch method for the empirical
part and it gives the possibility to make sure tespondent has understood the
guestions. (Daymon 2002, 3-5)

6.2 Collection of data

Primary and Secondary data
The use of both primary and secondary data is ctbipaOf course the most
reliable data would be the primary data, but mast pf the time both are used to

write a bachelor thesis.

Collecting secondary data is usually faster. Indiggtd are already available because
they were already collected previously by otherrdear for different purposes.
Mainly for theoretical, it is secondary data thae aised. The writer can have
collected the information through different sourtike books, websites, and articles
in magazines or newspapers, previous studies.ltets. important to notice that
books from library and articles are more relialilant sources from internet sites.
However for gathering statistical data and infolioratbout the French wine market
and global one, library theoretical books where redlly useful and internet

specified website, like official website about wiwere much more helpful.

Collecting primary data happens more for the neddbie empirical part. Mainly
because the methods used is qualitative methodguiéstionnaires and interviews.
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Empirical data refers more to collecting data frexperiments and observations

rather than from theory.

In order to treat correctly the data, after havoullecting the questionnaires and
interviews, it was required to observe and intdrpine information. The next step
was to organize, link and obtain conclusion regaydio the all results. The two
companies answered to a French questionnairewsasitalso important to translate
correctly to answers without modifying the sensdhaf sentences, in order to well

understand the meaning.

/. CASE COMPANY & RESEARCH FINDINGS

7.1. Companies case presentation

7.1.1. Domaine de la Garelle

Domaine de la Garelle is a company producing intlséwance, near Avignon, on
the Luberon (cf appendix nb ). Their vineyard @ 3ears old and its 16 hectares
are separated in four types of soil. Their producis mainly for red and white wine
but they also produce a good rosé. It is a prodnatf quality especially for the red
wine which is product at a level of AOC (AppelatidiOrigine Controllée) which is
granting a quality security. White and rosé areesiof the region more dedicated to

the everyday consumption.

The actual domain has been managed by the sanwodisggnce 1996, Mr Robert
Vlasman; a Dutch business man specialized in impbrivine in Germany and
Netherland. His experience will be helpful for tieture exportations of the
company. It is now own by Mr Alain Audet, who drsvéhe domain with the same

concern of quality. (lagarelle. 2009)

The total of the sales in 2007 has constituted@otter of € 250 000; including the

sales abroad and inside France. Indeed Domaire @arelle has a dynamic activity
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with foreign markets and its sales realized inifprecountries constitute 60% of the
total turnover. The three main clients are Gernfasyand then Netherland and UK,
and more and more United States. 40% of the tumewv@mposed by sales realized
in the French domestic market. It is less thanhélé and it illustrate the difficulties
of this small company to compete get a place is $hturated market.

The company’s clients in France are regional atioma shops specialized in wine,

supermarkets and restaurants.

The Domain is proud today of obtained results,ertban 60 golden medals, silver
and bronze, at the Competitions of Paris, Macoran@e and Avignon came to
reward more than a work, a passion. During this metihons, Domaine de la
Garelle wine have to face wines of the same cayegoming from all other the
world. These medals are the symbol of the quafitye production. (Domaine de la

Garelle Company)

7.1.2. Champagne Fleury

Champagne Fleury is familial company existing sid&29. Their production is
based in the region of Champagne, in the town eft€on. It employs constantly 10
people to work at the production and at the sghad. The firm owns a vineyard of
more than 25 hectares where Champagne is prodac&@P@and pinot noir (white
wine) at 10%. All the wine they offer to the mark€hampagne like classic wine),

belong to the AOC range which one more criterigulity.

Moreover the particularity of this Champagne wiise its quality to “exceptional”
is that all the grapes are organic food, and scCite@mpagne is produced in respect
of 2bio-dynamy” method. It means that all the stepshe production, and all the
production volume, are made in respect of the lahd, environment, to obtain
“organic Champagne”. In its vineyard company usesy onatural products.

(Champagne-fleury, 2009)

The company realized in 2007 a turnover of € 3iamll Among this turnover 40%
are realized on the French market and 60% abrola. dompany realized more

value in the foreign market than in the domestie.orit is important to notice the
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difference of amount between the turnover of tlimpany and the turnover of the
Domaine de la Garelle Company, which is much smalle

The figure below illustrates global repartitiontbé export sales for the year 2007.

Finlande; 0,60% Irlande; 0,40%

Brésil; 0,30%

Canada; 1%

- 0,
Pays Bas; 1,10% Norvége; 0,20%

Danemark; 1,90% Martinique; 0,20%
Australie; 0,20%

Suéde; 2,80%
Autre; 0,20%

Autriche; 3,70%
Japon; 4,50% Grande-Bretagne; 32,20%

Suisse; 5,50%

Etats-Unis; 5,70%

Italie; 5,90%
Belgique; 6,20%

Allemagne; 27,40%

Figure 10. The export sales of the company in Zhampagne Fleury Company)

The name of the countries in this figure are innEhe however we can notice that
there two big purchasing countries: UK with 32, @f4he export sales and Germany
with 27,4%. The rest of the sales are dedicatedlitahe different continents
(Sweden USA, Australia, Japan, Brazil...), and plnechasing countries are really
diversified.

Their Champagne is appreciated all over the world.

Moreover the manager was able to assert with happithat the company’s global
turnover was even increasing of 5% the first seenesdtthe year 2009.

This situation is an exceptional case even for Giemgne, where some others house
of productions (companies) would lose until 50%thadir turn over during this year
20009.
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7.2 Findings and analysis of the interviews

7.2.1. Interview with Domaine de la Garelle company

The questionnaire was sent by mail to the companthe 20.03.09 and was replied
on the 20.04.09.
The actual questionnaire, as well as the telephiatecview was conducted with Mr.

Florian Viens assistant of Mr. Frédéric Blanc aefteaster himself.

Mar ket Competition

Mr Florian Viens wanted to insist on the actualaiion of the company, in front of
a competition still more numerous and agressive.eRphasize the fact that for
small appellation like them the most difficult sdet known and recognized.

The AOC appellation, whose application criterioncampanies is complicated, is

not a symbol any more of high quality, and is realllly understood outside France.

The company suffers both from competition insidel autside France. But the
competition is first Franco- French. Indeed there many many companies like
Domaine de la Garelle whose main aim is to get kmawd then recognized. Then
the new competition coming from countries like AaBa, Chili, Argentina, just

increases the battle to sale its own wine.

One positive aspect that explains Florian is thea@n€h wine is still considered
abroad as the best wine ever. However they atesséited that this status, threatened
by the new competition, and the oldest competitike Italy, could change
suddenly. Moreover he adds than the company isttiréeouched by the actual
crisis, and its feels the changes in the consupuchasing behavior. Indeed wine is
not a priority anymore and the demand is decreasiigs remark fit to the
explanations about the French and global demancerdadng the first part of this

dissertation. It is a quite new idea for this camp to adopt global marketing
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strategies to develop itself. It used to be be&ome specific marketing strategies

which where implying few changes in the global nedirkg plan of the company.

Marketing strategies

The strategies advanced by the company have thk tgofirst solve its main

problem, to get known and recognize for their name their wine quality.

Speaking first about the marketing strategies, whatbe said is that by adopting the
AOC appellation the company was adopting a positgpstrategy. Indeed proposing
AOC wine was creating in the mind of the consunreidea of good wine quality.
The problem is that this positioning strategy cowlatk for French consumers, but
definitely not for foreigners. Actually the prinégof AOC is style misunderstood
by the consumers.

Differencing by the service is also something th&t company is actually building.
This point is important to underline, because itisriteria still quite weak in the
small producing company. Concretely, the compangidgel to hire a seller
specialized in wine and in international sales lideo first to propose an efficient
interlocutor to the actual customers, who wouldabk to answer better their needs
and secondly to work hard on finding new customard why not new foreign
markets. As it was said first this is importanutwderline because the smallest house

don’t have the reflex to invest in a real commésaavice.

Speaking then about the marketing mix strategieg,adbout the four Ps, is vital for
this company, because it is with these marketing stiategies that the company
made the biggest efforts.

First the company tried to work on the existing duct development and its
communication. For that it has changed the desighntlae content of bottle label and
also the carton label. This is a critical aspecttfe company because it has been
pointed out by all the French official wine orgaatinns working for the prosperity
of the French wine, that the bottle labels were gletely not adapted to the sale.
Actually for the moment labels are too complicated enough well designed and
too traditional. Mr Viens explained that they tri¢o simplify at maximum the

mentions written on the label, keeping the esskepéids and also what would attract
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the most the consumers. The aim of all this chanvgas also to modernize the
domain image.

Still with the goal to modernize the domain imageat especially to increase the
level of production in order to increase the satbg, company had invested in
machines in order to mechanize some parts of thik labor inside the vineyard.
Another initiative was to work on the diversificai of the offer by creating new
range of wine in order to satisfy more consumeus,atso more types of market. In
other words by creating new range of wine the com@ams to attract new market
segments.

For the communication they try to emphasize abloeit imedals which are granting

to the customers a security level of quality.

7.2.2. Interview with Champagne Fleury Company

The questionnaire was sent by mail to the companyhe 20.03.09 and was also
replied on the 20.04.09.

The actual questionnaire, as well as the telephiatecview was conducted with Mr.

Jean-Pierre Fleury, actual director of the house.hds the responsibility of the

company previously own by his father and launchedib grand-father in 1929.

Mar ket Competition

As we have seen in the company case presentatiemm@agne Fleury Company
competes on both markets: international and Freeedn if more than half of the

production is dedicated to be sold abroad.

Despite the competitors, it succeed to keep a moakigrowth, even this actual year
of crisis, became difficult for many wine housegmein Champagne sector.

The head manager of this company is happy to adsartits production does not

suffer from competition, either on the domestic kearor abroad. This exceptional
situation can be explained by the long term stiate@dopted by the successive

directors, in order to stay as efficient, as comtipetand productive as possible.



48

Their only threaten competitors in the French miagte big supermarket chains as
Leclerc in France or Briant in UK for the main ones

Globally Champagne Fleury is a competitive compatych a good balance sheet
about its activity since its creation. It has babéte to analyze itself and to adopt the

strategies at the good time.

Marketing strategies

Speaking first about the marketing strategiesntle point that has to be noticed is
that the company has found with success its cotgetdvantage and differential
advantage. Finally it has adopted a strategy wraghoups all the general marketing

strategies.

The company has been able to use its strength;ptbduction of “organic

Champagne”, to position itself has an offering campof excellent Champagne, to
differentiate from all others Champagne and spagkWine producers, and to target
a specific segment market which is specific enotegbe protected from the most
part of the competitors, but a market which is egpig in term of size and of
numbers of buyers. Indeed the organic food conssiawer still more numerous, and
more and more people are getting sensitive to kimd of offer; in France like

abroad. For example the British market is one @& thost sensible to organic
production and is the biggest foreign client of @pagne Fleury Company. This is
S0 a profitable segmentation strategy, but alsocaessful differentiation that make
even easier the positioning of very high Champaguality in the mind of the

consumers.
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Figure 11. Diagram: Perceptual Map French Wine $ype

Re-using this figure help use to understand theitipogg strategy of this

Champagne company.

Speaking then about the marketing mix strategi@siHis company it is a way to
stay on the top part.

Indeed it has succeed to target the right targmigr

For that the company works on it product range.nkkao a promotional strategy it
products specific cuvee, specific bottles, all veagporary in order to attract new
customers, and then develop their loyalty. For edanthey produced a special
cuvee named, cuvee Robert Fleury (second direétitrechouse), produced in 1998

to pay homage to him.

Mr Fleury adds that Champagne is a protected nékeea brand, and that it could
be only produced in the Region of Champagne in d&aihis strategy settled by
French government enables the Champagne Housaytovih that.

Indeed Champagne has a famous prestige for alwitmdd consumers and this
protection oblige them to by Champagne directly~tance. It grants producers, a

future with more prosperity which is uncertain ébaissical wine producers.



8. SUMMARY

8.1.Summary Table

Table 4. Summing up the two interviews
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Domaine de la Garelle

Champagne Fleury

Kind of Wine Red (AOC), white, rosé| Organic Champage
Date of Creation 1996 1929
Turnover € 250 000 € 3 million

Place in the international
market

60% of its turnover
3 main clients: Germany
Netherland and UK

2 main client UK, and

60% of its turnover

Germany and many
clients all other the
world

Actual Competition

Compete to get known
and recognized, same
situation in France, ang

Very few competitors

aborad
Competitve Marketing Differenciation and Excellent competitive
Strategy Positionning advantage

Marketing Mix Strategies

Product development ar
diversification +
improving the

communication

d

Sales and consumers

Promotions

D

If we have a look at both companies” strategiescam notice one

fundamental difference.

Champagne Fleury Company is especially resting lobat) marketing

and competitive strategies. Whereas for Domainadearelle the main

support strategies are the marketing mix strategies
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8.2 Conclusion

The goal of this bachelor thesis was two showg fhie changes appearing in the
international wine market since the entrance indbmpetition of new producing
countries like South Africa, Australia, New-Zealandnd others mentioned
previously. This report made the next goal was éwxplain how could French wine
producers could fight these changes and stay tkiecoenpetitors of the world, and
showing the difference of situation between claggite producers and Champagne
ones. In order to complete the theoretical papiaxing all the strategies possible

for the wine firms, two case companies have beafiexd.

This study of case companies was revealed helffst,to show the actual situation
and the differences between the two types of wime second time this study was
also really helpful to prove concretely which stgies were chosen, and if they were

working.

Moreover the theoretical and the empirical partehbgen written and structured the
same way in order to make easier for the readecdahgparisons of the similarities
and differences between the theories and how doestually work inside the

companies” business.

8.3 Recommendations

The Australian Plan for 2025 exposed on the fiest pf this dissertation could be a
good example of recommendations for our two congsanihis could be helpful for
both of them, even the wine type and actual sibnas completely different.

Indeed even if Mr Jean-Pierre Fleury is proud &eesthat they almost don’t suffer
from competitions, the market segment they are imgriwith is becoming more and
more attractive for other Champagne houses, okkpguwine producers that could
make decrease the actual selling price for orgaparkling wine. That is why they
have to care about the evolution of the marker@mdinue anticipating, in order to

keep their actual strategies evolving.
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Many possibilities are available for helping thengany, Domaine de la Garelle to
compete actively inside the domestic market thaiside. They have to go deeper
with the strategies they already launched.

In the idea of the label working on the packagingld be something more, for
example diversifying the volume of the bottles,ppoposing the wine in other or
forms to contain it like small barrels (domestizegior cubits.

The willing of being classified AOC and positionshgood quality wine, could be
followed and extended to white wine and rose.

Speaking about the benefits on the health is algooal way to communicate about

the product. One glass of wine a bring benefittherhealth of the consumer.
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APPENDIXES
APPENDIX 1

QUESTIONNAIRE SENT BY EMAIL TO BOTH COMPANIES

1. Company name ? Place of the production ?

2. Wine type ? (area of production, cepages, name...)?

3. Since when the company as been existing ?

4. Turnover ? Size of company ? (volume of production,number of
employees...)

5. Turnover realized with the French market ?

6. Turnover realized with the Export market? (if the company is
exporting)

7. What are the main foreign customers? (country, disibutors,
companies)

8. Main competitors in the French market, and export narket ?

9. Is the company suffering from new wine producers aopetition ?
(Argentina, Chilli, Australia, South Africa...)

a. On the domestic market
b. On the sales realized abroad

10. Which strategies have been used ?



Any comments on:

Positionning and differencing strategies
Communication and promotion strategy
Segmentation and targeting strategy
distribution strategy

Others

This part would be moreover reasked by telephone.
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APPENDIX 2

LOCALISATION
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