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Introduction

This report is designed t@ssist students and those involved in the teaching of the Diploma by

giving feedback on examination performance in the Q8 academic year. Where

appropriate examiner observations on how well each question was answered are
accompanied byextracts from candidate® & ONARLIi&a® {dGFdAadAOrt RFGE
Diploma examinations for the past six years, together with general information on grade

bands, appears the Appendices.

For detailed guidance on the type of questions set in the Diploma exartores and
examination techniquein general students should refer to the Candidate Assessment
Guide.

ttSrasS y2G8Y 9EGNI Ol a TotRr¥ anGnymobsiamtlaie Sepraucé,
here for information onlyand as submitted to the exam@ms. They have been included ti
illustrate the standard of answer required to pass or excel in the Diploma examinations.
may contain errors or omissions antosld not be considered definitive answers to th
question concerned. They may not be religibn with reference to individual examinatior
papers.

The information provided in this report relates to examinations held during th&-Z®1
academic year and flects assessment procedures in force at that time. You are advised to
this report in cajunction with the latest editions of the Specification and Candidate Assess
Guide.




Unit 1 ¢ The Global Business of Alcoholic Beverages

Assessment for Unit 1 takes two forms: the ogmok coursework assignment and the case study
which is reseatteed in advance but completed in a clogeoabk examination. The pass rate for both
assessment types sgh.

Coursework assignments

Coursework asignments aremarked out of 100. 80 marks are allocatetb the content of the
assignment, as set out in thassignment brief. The remaining0 marks are available for the
OF YRARF 1SQ& 0Ao0f fin2l@iNgspelfng, granudiaBSaadIagibilltgind tReystructure
and style of the assignmefincluding overall coherence, flair, fluency amk of examplg).

Key observations from coursework assignment examiners are as follows:

1 Candidates must addressery section of the assignment briefailure to do so results in an
automatic il grade.

1 Marks will be withheld where work is presented wipelling and/or grammatical errors
with computer spellcheck functionsuch errors are unacceptableCandidites are advised
to check their work carefully.

1 Thebibliographyis an essential part of the coursework assignmednshould list a variety of
sourceqgbooks,trade journals, internet articles, interviews, etc.).
la A& G2 0SS SELSOGSRT AYyGISNYySi &az2dNDS& TSI dc
but these should be used in conjunction with other types of source material such as text
books, pesonal contact with subject experts and the trade press. Sowhesld have a
strong commercial focus. Publications such as The Drinks Business or JushrBuisksul
for identifyingcurrent trends and topical issues; Wikipedia and amateur wine [3bgsid
generally be avoided as these are less reliable. Candidstteuld refer to the Coursework
Assignment Guidelines in the Candidate Assessment Guide for further guidance on how to
present and reference bibliographies in their assignments and the ctonge of footnotes
and appendices.

9 Candidates are reminded thatork submitted for assessment purposesist not include
any meansby which they may be identifiecbther than their candidate number Candidate
namesshould not appear oithe assignment in@y form except thesignature on thecover
sheet.

 / I Y RA Rieriidhas@rawn to theCollusion and Plagiarisraection of the Coursework
Assignment Guidelines in the Candidate Assessment Guide.obvious to the examiners
when sections of work havéeen copied from papers on the internet or when the
assignments otherwise not the sole work of the candidate. This is a serious disciplinary
matter and such candidates receive an automatic fail gratleey may also be barred from
completing the qualitiation.

Case studies

The importance of using a diverse selentdf credible research sources was also highlighted by the
SEFYAYSNE 2F (KAaa &SI Nna OFas$S aiddzRASao



Comments on specific coursework assignment and case study questions follow.

November2017: CourseworkAssignment

Assignment title:Protectionism in the drinks industry
For the first time, the post Second World War consensus concerning free trade seems to be
threat. In the years ahead it is possible that taréhd other barriers cailld beimposedin several
key markets. Drirkkproducers already face restrictions on free trade in many countries.
Required sections:

1. The tools of protectionism(20 mark3

The candidate should outline the various tar#hd other barriers that a govatrment can impose to
restrict free trade.

2. Praectionism in the drinks industry40 mark$
The candidate should give examples of existing restrictions on free trade that wine and spirits
producers face today. Candidates must draw their examples fromastirtig markets around the
world.

3. Conclusion and personal commenta(g0 marks)

Drawing on their findings, the candidate should speculate on pmiectionism may create
profitable opportunities for some businesses in the drinks industry.

The remainin@0 marks are allocated toibliography presentation and structure.

As in past years, the pass rate for the coursework assignments was high in both Novemt
April. Failure is usually the result of the candidate not adhering to the assignmentibdeds 4
result not answering the questions as set. Some candidatast ion changing the title of the
assignment, perhaps in an attempt to makke assignment sound mori@teresting or to give it g
G22dz2Ny It AadA0e FSSt odtheyofierldse fbcis adddevia Mo far frain
required content aset out in the brief. Not paying sufficient attention to the weighting attachec
eachsection of the brief also leads to low marks.

Section 1 was handled well on the whole, sitlsis was simply a case of presenting the facts w
were easy to resmch. Sections 2 and 3 required a certain degree of personal input anddhi
certainlywhere better @andidatescame to the fore. Section 3, in particular, generated many w
responses, usually because candidates did not adhere to the Assignment Brief in speculating
protectionism can create profitable opportunities for some businesses. A number of cawd
simply summarised theontent they presentedin sections 1 and and therefore missed the poin
of this section.

The following example script is well researched, referenced and presented. It maps tightly
candidate brief in terms of contenina weighting and has a well thougthirough conclusion.




PROTECTIONISM IN THE DRINKS MARKET
Section 1. The tools of protectionism

Protectionism is defined in the Collins English Dictionary as ‘The policy some countries have
of helping their own industries by putting a large tax on imported goods or by restricting
imports in some other way’. It is not a new topic™. Whilst the media regularly and
enthusiastically reports on reduced levels of protectionism (examples of which are shown in
Section 2), it remains a major issue affecting international trade and the wine and spirits
trade in particular. It is estimated that 43% of wine is consumed outside of its country of
origin® and the UK alone imports £3billion of wine, and exports £4billion of Scotch whisky.?

For the 18 months to 31 December 2015, the European Commission reported 201 new
potentially trade restrictive measures introduced and only 16 withdrawn®. There are many
examples of discussions aimed at reducing protectionist measures proceeding at glacial
pace (for example the United States of America (US) and the European Union (EU) signed an
agreement affecting wine trade in 2006 , by 2014 many issues remained unresolved® and
more recently was still at the ‘management stage’®). Also whilst statements by Donald
Trump in his election campaign , by Vladimir Putin, and many of the ‘Brexiteer’ comments
may only be political rhetoric, they are being taken seriously as evidenced by IMF head
Christine Lagarde speaking about ‘myopic pursuit of zero-sum policies”.

The impact of reducing protectionism was summarised in an unusual source as “Free trade
agreements reduce barriers, increase competition, lower prices and promote alcohol

consumption”.®

There are many protectionist tools in evidence which | summarise below;

*For example, theBritish Navigation Act of 1651 prohibited foreign ships from trading in British coastal waters.
In 1846 the repeal of the Corn Laws reduced the level of protectionism. A brief history of international trade
agreements, Matthew Johnston, https://www.investopedia.com/.../011916/brief-history-international-trade-
agreements.asp (last accessed 06/07/17)

2 Andrzej Binkiewicz, 3 August 2017, https://www.decanter.com/wine.../ups-to-ship-wine-in-three-days-to-
more-countries-373923/ (last accessed 05/10/17)

* Nick Clegg laying out the potential challenges facing the UK's food and drink industry after Brexit 17 October
2016, Page 3, https://www.libdems.org.uk/brexit-challenge-fooddrink-paper (last accessed 09/09/17)

5 Report from the Commission to the Council and the European Parliament on Trade and Investment Barriers
and Protectionist Trends 1 July 2014 — 31 December 2015 {SWD(2016)204 final} page 4
https://trade.ec.europa.eu/doclib/docs/2016/june/tradoc_154665.pdf (last accessed 14/9/17)

® Renee Johnson, 24 July 2014 Congressional Research Service Report on The US Wine Industry and Selected
Trade Issues with the European Union 24 July 2014, CRS 7-5700, www.crs.gov R43658 (last accessed 22/6/17)
® The Wine Institute International Trade Policy: US-EU Agreements Affecting Trade in Wine
https://www.wineinstitute.org/international trade policy (last accessed 06/07/17)

’ Katie Allen, 9 November 2016 https://www.theguardian.com/us-news/2016/nov/09/trumps-economic-
policies-protectionism-low-taxes-and-coal-mines (last accessed 05/10/17)

® The alcohol industry and trade agreements: a preliminary assessment, Donald W. Zeigler https://iogt.org/wp-
content/uploads/2015/03/Zeigler_Alcchol-Trade-PrelAss.pdf (last accessed 14/09/17)
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Tariffs are taxes or duties applied in cross border transactions. They can be
manipulated to favour ‘home’ producers by imposing higher costs on importers.
They vary in type and can be preferential up to set volumes, then become expensive
or punitive (known as Tariff Rate Quotas). They can apply as fixed fees per unit of
sale or be ad valorem ( a percentage of sales value).

Quotas and quantitative restrictions occur where governments set absolute limits
(weight, volume or unit) on annual imports of products.

Outright trade bans or sanctions often have political motives preventing all specified
trade with countries (e.g. UK and US with North Korea and Russia).

Intellectual property and trade mark protections can prevent (or hinder) imports of
goods which could be seen as passing off as or copying items which have legally
registered protection in home countries.

Geographic origin indications (Gls) restrict production or processing of products to
particular geographic areas. The TRIPS? Agreement defines Gls as ‘indications which
identify a good as originating in the territory of a Member or a region or locality in
that territory, where a given quality, reputation or other characteristic of the good is
essentially attributable to its geographic origin.” Member countries of WTO
(currently 164™"), representing 95% of world trade agreed to protect Gl product
names to prevent misleading consumers as to the product source.

Production method rules dictated by governments ensure that consumers
understand what is being purchased. If rules differ from other countries they can be
used to hinder imports.

Import licensing, restricting numbers of importers or agents, can require stringent
criteria to be met and the number of licenses can be restricted.

Voluntary export restraints operate where country X agrees not to export products
to country Y in exchange for reciprocal agreements on different products.

Foreign currency controls restrict movement of currency (e.g. Zambia has severe
restrictions on foreign currency movements, hindering payment for imports).
Exchange rates can be manipulated by governments making imported goods
prohibitively expensive. (China has been accused of this by US™?)

Preferential market access allows easier market access to some importers over
others.

° World Trade Organisation (WTO)’s Trade Related Aspects of Intellectual Property Rights

" world Trade Organisation, which together with its predecessor GATT (the General Agreement on Tariff and
Trade) has sought to bring countries together to discuss and form agreements on reducing protectionism and
entering into free trade agreements. WTO provides guidelines under which international free trade should be
carried out

£ https://www.instituteforgovernment.org.uk/.../10-things-know-about-world-trade-org, 22 June 2017 (last

accessed 06/07/17)
* Katie Allen, 9 November 2016 https://www.theguardian.com/us-news/2016/nov/09/trumps-economic-
policies-protectionism-low-taxes-and-coal-mines (last accessed 05/10/17)
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e Preferential government purchasing is where governments favour home producers
over foreign producers (e.g. UK government purchasing of English wine®® %)

e Customs checks, port of entry and warehousing requirements are applied, varying
from non-existent (countries trading within the EU) to severe and time consuming.

e Government procurement and monopolies (applied by Finland, Norway, Sweden and
Canada®) puts governments directly in charge of favouritism.

e Listing rules (e.g. Canada) where restrictions are placed on displaying for sale other
countries’ products.

e Subsidies, incentives and preferential tax treatment benefit producers in ‘home’
countries, making their products more competitive than imports.

e Product composition testing, certification standards (including sanitary and
phytosanitary requirements) are legitimately used to protect consumers but can be
used overzealously on importers.

_e Local content requirements require set percentages of products to originate from
‘home’ countries.

e Labelling regulations vary across the world. Differences from producers’ own
labelling (e.g. size or information content) require importers to incur additional cost.

e Government inaction occurs where governments choose not to prevent protectionist
activities (e.g. France not intervening in its farmers’ disruption of Spanish wine
imports)*®

e Free trade can be a protectionist measure. In circumstances where governments
believe that their own producers are the best and most efficient in the world, they
could protect this position by having the freest possible reciprocal access to world
markets.

e Minimum unit price can protect local producers against importers dumping large
quantities at low prices. (The Scotch Whisky Association warned that widespread use
of this approach could have a significant detrimental effect on its industry®.)

Section 2. Protectionism in the drinks business

The drinks business has many examples of protectionism, too numerous to cover in an essay
of this size. | therefore concentrate on one major topic - Gls -and on two countries, the land

2 Ellie Douglas, 11 September 2017, http://www.decanter.com/wine-news/english-wine-makes-half-uk-
governments-cellar-purchases- (last accessed 05/10/17);

* Ellie Douglas, 18 July 2017, UK ambassadors should ‘serve British’, says Foreign Office chief, 18 July 2017,
www.decanter.com/wine-news/uk-ambassadors-english-wine-372805/ (last accessed 1/8/17)

* The Wine Institute International Trade Policy: US-EU Agreements Affecting Trade in Wine
https://www.wineinstitute.org/international trade policy (last accessed 06/07/17

% Yohan Castaing, www.decanter.com/.../french-winemakers-destroy-spanish-bag-in-box-wines-366966/
www.decanter.com/wine.../french-winemakers-attack-spanish-wine-lorries-353266/ (last accessed 05/10/17)
7 Natalie Thomas, 3 March 2013
http://www.telegraph.co.uk/finance/newsbysector/retailandconsumer/9904983/Drinks-industry-attacks-
unfair-pricing-plan.html (last accessed 9/9/17)




of the free (trade?) USA, and Canada, and include brief examples from elsewhere in the
world.

Gls (see Section 1), are used widely in the drinks industry to protect particular brands or
production methods. Wines and spirits have a higher level of protection than other goods®®,
but with varying degrees of interpretation of rules, hence controversy around the world. In
European wine, the two principal Gl designations are PDO" and PGI*°. Many examples can
be found in spirits, such as Scotch whisky. PDO is the higher order of Gl wine classification
with stricter rules covering the grape varieties, geographical environment, production
methods, yields etc. PGl has lower qualifying criteria?? needing only to possess specific
qualities, reputation or characteristics relating to its geographic origin.

In July 2014 E-Bacchus reported 2,885 GI names® of which 60% were EU based. Disputes
exist as to whether protection should be provided to certain designations, for instance the
US claims®® that it is unfair to give Gl protection to Prosecco as this is a widely grown grape
variety. The EU response has been to revert to the traditional grape name (Glera), allowing
the name Prosecco to stand for the protected GlI. A further example resulted from the 2006
agreement between US and EU whereby Champagne, Chablis and others could only be
protected in US if they had not been used by a producer until that date. Thus to the
annoyance of the French champagne industry, Donald Trump’s inauguration lunch was
served with ‘Californian Champagne’.

The Congressional Research paper®® and Wine Institute Report®’ provide backgrounds (the
latter in more emotive terms) to US concerns with apparent unfair treatment and slow
progress in bilateral discussions. They point out that since the formation of WTO the US
import tariff for wine fell from 31.5 (10%) to 6.6 cents per litre (1.4%) whilst other
countries’ tariffs have only decreased slightly, furthermore rates for emerging countries are
high with China, Russia, Brazil, Vietnam and India at 14%, 20%, 27%, 50% and 150%
respectively. Other countries’ high tariffs include EU, Japan and Switzerland 32%, 22.5% and

8 Jancis Robinson and Julia Harding, The Oxford Companion to Wine (Fourth edition) page 311.

' protected Designation of Origin

? protected Geographical Indication

2 The Oxford Companion to Wine (Fourth edition) Jancis Robinson and Julia Harding page 540

2 The Oxford Companion to Wine (Fourth edition) Jancis Robinson and Julia Harding page 548

* Renee Johnson, 24 July 2014 Congressional Research Service Report on The US Wine Industry and Selected
Trade Issues with the European Union 24 July 2014, CRS 7-5700, www.crs.gov R43658 page (last accessed
22/6/17)

*idem

% Chris Mercer, Decanter 20 January 2017 www.decanter.com/wine-news/trump-inauguration-menu-wines-
353341/ (last accessed15/7/17)

% Renee Johnson, 24 July 2014 Congressional Research Service Report on The US Wine Industry and Selected
Trade Issues with the European Union 24 July 2014, CRS 7-5700, www.crs.gov R43658 (last accessed 22/6/17)
?’ The Wine Institute International Trade Policy: US-EU Agreements Affecting Trade in Wine
https://www.wineinstitute.org/international trade policy (last accessed 06/07/17)
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90% red/106% white respectively. US is aggrieved that its tariff reductions have not been
reciprocated by other countries.

The reports point out that other countries pay significant subsidies to wine growers (EU
allocating $1.41 billion in 2014), reducing their costs of production and marketing in
comparison with US; wine labelling requirements are a burden in Thailand, Kenya and
Russia; and testing and certification rules in many countries (Canada, Russia, China,) are
more burdensome than in US making it more difficult to export to those countries.

The last few paragraphs suggest that US is at the forefront of allowing free trade into
America but is the victim of barriers in other countries hindering its exports. However,
drinks trade within US is far from free. Following the prohibition era in the 1930s a strict
alcohol sales regime was introduced to ‘protect’ consumers from the adverse effects of
excess alcohol and to allow State governments (rather than illegal groups) to control sales.
Many of the remnants of this regime exist today despite a 2005 Supreme Court ruling;
including the three tier system®, restrictions on transport and sale of wine across State
boundaries?, days and times when alcohol may be sold, purchase and delivery restrictions
(including proof of age). Several major retailers including Amazon, Allvino and Total Wine°
are seeking to liberalise many of the protectionist practices. This has to be done State by
State and progress is slow. Allvino currently sells US wines to 41 of the 50 States. These laws
currently prevent non US drinks companies selling directly into the US market without going
through a State controlled distributor or retailer.

Historically, Canada controlled sales of wines and spirits through exclusive control by
provincial government liquor boards which bought and ‘listed’ products. US in particular felt
that unfair protection was being given to Canadian products through; ‘unfair’ listing
practices (in the 1980s the Ontario Liquor Control Board listed no Californian wines),
additional ‘mark-ups’ on imported wines; and blending requirements. In 1989 CUSFTA 3!

k® noted that significant increases in US
imports occurred, the greatest impact coming from removal of nontariff barriers,
particularly listings. CUSTFA however has not resolved all problems as follows.

commenced. A subsequent major academic wor

%8 The three tier system in the US was introduced in the 1930s after prohibition and allowed strict State control
of all alcohol sales. The three tiers are: 1) the winery who must sell to 2) a distributor who must sell to 3) a
retailer (sometimes the distributor and retailer are State owned but must be State licensed). This system
allows each State government to place its own laws and restrictions on alcohol sales.

% On 3 October 2017 FedEx was rumoured to be considering withdrawing from alcohol delivery due to the
complexity of State laws. W. Blake Gray, https://www.wine-searcher.com/m/2017/10/interstate-wine-sales-
threatened-by-shippers (last accessed 5/10/17)

* pan Adams, The Boston Globe, 20 May 2017 https://www.bostonglobe.com/business/2017/05/20/for-total-
wine-total.../story.html (last accessed27/5/17)

3 Canadian-United States Free Trade Agreement

2 Heien, Dale and Sims, Eric; The Impact of the Canada-United States Free Trade Agreement on US wine
exports, American Journal of Agricultural Economics, Feb 2000, volume 82 issue 1
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On 22 June 2017 US Trade Representative Robert Lighthizer highlighted the perceived
problem with British Columbian province grocery stores only being allowed to sell wine
produced in the province®. US argue this is discriminatory as are restrictions on listings,
cost-of service mark-ups, maximum or minimum price points, distribution policies and
labelling requirements. These protections date to Canada’s attempts to protect its growing
wine industry in the 1980s. Canadian representatives point to US having a 67% share of its
home market in contrast to Canadian wines having a 32% home share. Demonstrating the
political importance of the Canadian wine industry, Prime Minister Trudeau ‘vowed to
protect Canada’s ....wine industries’ during trade negotiations>*

On 11 July 2017 Ontario’s province owned liquor stores were told to remove Israeli wine
from their shelves if they were produced in ‘occupied’ territories. This was a political
decision which was withdrawn on 13 July in recognition of the Canada-Israel Free Trade
Agreementgs.

A brief summary of other examples of protectionism

e InJune 2017 it was announced that Australian wine exports to Greater China had
increased by 33% in 2016-17 partly as a result of implementing a free trade
agreement, however tariffs will not reduce to zero until 2019°®. This is to the
detriment of Hong Kong which had been used as an intermediary to avoid the
Chinese import tariffs. The staged reduction in tariffs started at 14% and still stands
at 5.6%"

e Chile reduced its tariffs on US imports in 2004 ,but in 2017 maintains a ‘luxury
goods’ tariff on imports of whisky (31.5%) and wines, sparkling wines, cider and beer
of 20.5%. This contrasts with the import tariffs charged by US.

e InlJuly 2017 a Greek appeals court upheld a ruling fining Heineken for infringing the
Competition Act and EU law by excluding competitors from the on trade market by
use of exclusivity agreements forcing bars to stock Heineken brands.*

33 Joanna Smith, The Star, 7 August 2017, https://www.thestar.com/news/canada/2017/08/07/dispute-over-
canadian-wine-sales-on-the-table-at-nafta-talks.html (last accessed 05/10/17). On 2 October US officials
lodged a second complaint at the WTO against Canada and its wine-selling laws.

* Allan Benner in The Standard 27 August 2017 www.stcatharinesstandard.ca/.../trudeau-discusses-wine-and-
nafta-during-college-visit (last accessed 03/10/17)

55 Rupert Miller, The Drinks Business, 14 July 2017 https://www.thedrinksbusiness.com/2017/07/ontario-
overturns-israeli-wine-ban/ (last accessed 15/07/17)

* Natalie Wang, The Drinks Business, 19 July 2017 https://www.thedrinksbusiness.com/.../china-the-us-lead-
australian-wine-export-growth-in-2016-2017/ (last accessed 01/08/17)

3 Emily Stewart, ABC News, 5 January 2017 www.abc.net.au/news/2017-01.../wine-exporters-to-benefit-
from-further.../8164312 (last accessed 05/10/17)

3 Chile import tariffs prepared by US embassies abroad 15 August 2017
https://www.export.gov/article?id=Chile-Import-Tariffs (last accessed5/10/17)

* Lauren Eads, The Drinks Business, 6 July 2017 https://www.thedrinksbusiness.com/2017/07/greek-
court-upholds-23m-fine-for-heineken-over-market-abuse/ (last accessed7/7/17)
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e Brazil exemplifies the emotions involved in protectionism. In 2012 the Brazilian
government opened a consultation®® about proposals to protect the national wine
producers, including;

= Raising import tariffs from 27% to 55%

= |ntroducing country by country quotas

= [mposing minimum prices on imported wines

= Making labelling in Portuguese compulsory

= Banning use of terms organic or biodynamic unless certified by a Brazilian
agency.

These proposals being relatively extreme thinking on protectionism were not
enacted in full, but even today import tariffs stand at 27%, labels must be in
Portuguese with significant content requirements, product testing must be done
by an agency accredited by the Brazilian government and import licenses must
be obtained in advance of shipment*’. The net result of these requirements is
that 75% of wine sold in Brazil is locally produced®® which is not a reflection of
the relative quality of Brazilian wine.

e InJuly 2017 after four years of negotiation EU and Japan agreed to introduce a free
trade agreement for EU wines and Scotch whisky which will eliminate all import
tariffs on these products (an actual agreement is yet to be finalised)*.This puts EU
on a par with Chile. Scotch whisky already has a zero rate tariff and this agreement
provides further legal protection. Some 200 EU Gls will receive the same protections
in Japan as in EU.

e The 2016 ‘Trade and investment barriers report’* listed new barriers introduced
around the world including; excise tax on spirits imported in Malaysia, lack of GI
Prosecco protection in Moldova, excessive registration requirements in Ecuador and
discriminatory spirits taxes in Brazil.

e Since 2012 action by the Chinese government has seen a significant reduction in
sales of premium international spirits including Cognac and Scotch whisky. This

0 paul Medder, Jancis Robinson .com 23 March 2012 https://www.jancisrobinson.com/articles/brazils-wine-
imports-threatened (last accessed6/7/17)

* Importing Wine into the Brazilian Market https://www.tuv-sud.com/home-com/resource-
centre/publications/e-ssentials-newsletter/food-health-e-ssentials/e-ssentials-2-2016 /importing-wine-into-
the-brazilian-market (last accessed 22/09/17)

2 Brazilian wine market - a snapshot, Vinex, 30 March 2017
https://en.vinex.market/articles/2017/03/30/brazilian_wine market a snapshot (last accessed5/10/17)

*3 Lauren Eads, The Drinks Business, 7 July 2017 https://www.thedrinksbusiness.com/2017/07/japan-agrees-
fta-with-european-union (last accessed7/7/17)

iz Newmark, Just Drinks, 29 June 2017 https://www.just-drinks.com/news/european-wine-spirits-sectors-
hit-by-new-foreign-trade-barriers-in-2016 id123457.aspx (last accessed10/7/17)
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action, to reduce corruption, has curtailed ‘lavish gifting’ and ‘luxury banquets’. It is
felt that this action may improve market conditions for mid priced spirits*.

Section 3. Conclusions and personal commentary

The economic benefits of free trade for consumers are well argued by academics*® and in
economic textbooks (Greater access to markets, greater competition, lower prices for
consumers, raising of quality, etc.). Brent Radcliffe argues strongly that tariffs are pro
producer and anti-consumer®, that long term lack of competition results in inefficiency,
higher prices and lower quality products. A 1987 HBR article*® argued that the case for
protectionism was often flawed when exposed to the facts, that protection is an extremely
costly, unpredictable and inefficient device for saving jobs; in advanced economies even
start-up companies can raise capital to invest without the need for blanket subsidies; and
the argument that it supports basic industries misses the point that over time businesses
and industries need to change.

Itis interesting however to look at how protectionism could be of benefit to drinks
producers. Justifications for protectionism include:

e protection of infant industries — wine or spirits as a new venture for a country may
have high start up costs and low returns whilst vines are established, production
techniques are learned and markets and brands established. Subsidies to producers,
quotas and tariffs against competitors through this period could ultimately lead to a
highly profitable industry. India and China both have significant potential as drinks
producers making it understandable why they wish to protect their producers.

e prevention of ‘dumping “and other unfair practices. There is an excess of world wine
production over consumption (274 versus 240 million hectolitres in 2015*). French
farmers argue that their direct protectionist measures against Spanish wines are
protecting their profitability.

e prevention of importation of harmful products. Both the Austrian diethyleneglycol®

and Southern France Algerian wine scandals in the last century caused major

* An Introduction to the global drinks business, WSET, page 10 — Government Action in China

45 Holmes, Hannah, Principal lecturer, Manchester Metropolitan University Business School; Discussion 18 -24
July 2017

7 The Basics of Tariffs and Trade Barriers, Brent Radcliffe
www.investopedia.com/articles/economics/08/tariff-trade-barrier-basics.asp (last accessed 22/06/17)

48 Why Protectionism Doesn’t Pay, Robert Z. Lawrence and Robert E. Litan, Harvard Business Review
https://hbr.org/1987/05/why-protectionism-doesnt-pay (last accessed 22/06/17)

* An Introduction to the global drinks business, WSET, page 17 — Global wine production (original source OIV)
Scandal over poisoned wine embitters village in Austria, John Tagliabue,2 August 1985,
http://www.nytimes.com/1985/08/02/world/scandal-over-poisoned-wine-embitters-village-in-austria.htm|
(last accessed 4/10/17)
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