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Theorizing Internationalization of Latecomer Entrants in a
Location-Specific Industry:

Evidence from the Australian Wine Industry
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Introduction

Over the past twenty years, a significant structural change has taken place in the global wine
market with the rise of the ‘New World" wine producing countries such as Australia, New Zealand
the USA, Argentina, South Africa and Chile. These ‘New World' countries have increased their pres-
ence in the global wine market while ‘Old World" wine producing countries such as France and Italy
have been experiencing relative declines in their global market share. Of ‘New World' countries, Aus-
tralia has achieved a remarkable growth in the global wine market since the 1990s, and has become
one of the most influential wine suppliers by 2005.

Australia currently ranks the six (after France, Italy, Spain, the USA and Argentina) by pro-
ducing 1171 million liters of beverage wines, and is the fourth largest exporter (after Italy, France
and Spain) in global wine market. Australia’s wine export increased tenfold in thel990s and reached
a record of A$3.02 billion in July 2007 exporting to over 80 countries (Winebiz: Wine Industry Statis-
tics 2010). Although the volume of Australian wine export steadily increased, export value per litre
has recently declined. According to AWBC Annual Report 2008-2009, the volume of Australian wine
exports increased 6 % to 750 million liters in 2008-2009 while value declined 10% to A$2.43 billion.
The main reason contributing to the above outcomes is a significant increase in bulk shipments and
a decline in bottled shipments to Australia’s key export markets in particular, the UK and the USA.
Global financial crisis has been attributed to the shift in consumer preference in these markets to-
ward low-priced bulk wine from relatively higher priced bottled wine. Moreover, the disparity be-

tween global wine production and global wine consumption is growing as global wine consumption is
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declining, in particular consumption in ‘Old World" wine producing countries (OIV, 2007). In Austra-
lia, oversupply of grapes in particular, that of red varieties is considered to be the factor inducing
bulk shipments (Davis, 2005). Australia is facing increasing competition with other ‘New World’ pro-
ducers especially Chile that offer products at competitive price. Australia is now forced to tap into
new markets as well as to stimulate consumer demand for Australian wine in existing markets
(AWBC 2010: R&D as a Comparative Advantage).

The aim of the paper is to examine the role the government plays in enhancing Australia’s po-
sition in the global wine market and the interplay between internal and external drivers that inter-
act with export growth phenomena specific to the Australian wine industry. Ultimately, this paper
intends to provide a framework to understand how late market entrants in a location-specific indus-
try overcome disadvantages inherit to its status and to succeed in the global market. The discussion
within this exploratory paper is based on an examination of published works, secondary data from
government and industry organizations and company websites. In addition, semi-structured inter-

views were undertaken with industry practitioners to complement the other information.

Characteristics of the Australian wine industry

The Australian wine industry is characterized by a small number of large global firms domi-
nating both domestic and export markets and also by a large number of small firms (boutique winer-
ies) competing mainly for the domestic and tourism markets. The number of wine companies grew
from 892 to 2420 and wine exports reached record levels for both value (A$3 billion) and volume (805
million litres) in 2007 (Winebiz: Wine Industry Statistics 2010) (see Figure 1 below). Of 2420 firms, the
majority (90.4%) are small to medium sized firms that crush less than 500 tonnes. Moreover, approxi-
mately 22% of total firms crush between 20 and 49 tonnes and 34.4% crush less than 20 tonnes being
categorized as micro firms (Winebiz: Wine Industry Statistics 2010). The top 20 companies account
for almost 90% of total sales in domestic and international markets while the remaining over 2000
smaller companies competing for 10% of total wine sales. Large global firms including Constellation
Wines Australia, Foster’s Group and Casella Wines account for estimated 70% of all exports by vol-
ume. Moreover, Constellation Wines Australia and Foster's Group alone, held about 50% of total wine
produced as well as accounted for about 45% of all branded wine sales in 2009 (Winebiz: Wine Indus-
try Statistics 2010).

Thus the Australian wine industry’s structure is characterized as highly competitive for small
to medium sized players. Given that Australia has a relatively small population of 22 million, those
small firms are pressured to expand into international markets in order to grow. In fact, many of the

newer firms have successfully tapped into overseas markets within 6 years of commencing operation
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Table 1: Growth of the industry between 1996 and 2009

Growth indicators 1996 2009 % change
Number of wine companies 892 2420 +171%
Vineyard hectre 65,000 hectres 163,000 hectres +150%
Total grape crashed 885,000 tonnes 1.71 million tonnes +93%
Wine produced 678 million litre 1,171 million litre +73%
Export sales by value 551 million dollars 2.3 billion dollars +329%
Export sales by volume 148 million litre 764 million litre +416%

Source: OIV: The State of Viticulture in the World and the Statistical Information in 1996; Australian Viticulture July/August
2009; Winebiz: Vintage Report 1996/2009

Figure 1: Total volume of wine produced and of which exported in 1985-2008
Million Litre
1,600

mm Wine produced

1,400 — Wine exported

1,200

1,000

800 L -

600

400

200 /

—

» o

0\\\\\\\\\\\\\\\\\\\\\\\\

HSLLDOP PN DS P Q Financial Year
FEEEEFEFFFE

Comprised from the following data sources: AWBC 2009: winefacts-Australian Wine
Sales at a Glance 2009; Winebiz: Wine Industry Statistics 2010; AWBC: Wine Export
Approval Report, December 2009,

despite of oversupply of grapes in the world (Wickramasekera, 2003). A rapid increase in wine com-
panies throughout the 1990s was mainly driven by exports. By 2006, export markets exceeded the
domestic market. Figure 1 shows the growth of wine production and of which exported between
1985 and 2008.

Table 2 illustrates Australian wine export approvals by country both in terms of volume and
value between the financial year 2005-6 and 2008-09. The UK and the USA remain the two major
destinations for Australian wine exports in terms of both volume and value. The UK has been the
primary export market for the Australia wine industry due to its historical connection and the fa-

vourable environment for nurturing Australian wine exports such as depreciation of the Australian
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dollar against the UK currency in the past (AWBC 2000) and regulatory changes (AWBC: Market In-
sight Report 2009). However, the USA surpassed the UK by value in 2008 reaching to 741.2 million

dollars accounting for 30.5% of total export value Following on to the USA, the UK accounted for

29.8%, Canada 8.8%, China 3.9% and Germany 2.1%. Although the share in total export value is not

significant, China has emerged as the fourth largest export destination for Australian wine by value

reaching A$130 million in 2009 with the highest growth rate of 77% from the previous year. Other

markets with high value growth rates include the USA, Hong Kong, Finland and Malaysia (Winebiz:

Wine Industry Statistics 2010). In terms of volume, the UK (272 ML) still topped the Australia’s ex-

Table 2: Australian wine export approvals by country between 2005-06 and 2008-09 by Volume and by Value.

2005-06 2006-07 2007-08 2008-09
United Kingdom |  269.3 9605 | 2812 9763 | 2679 8881 | 2655 7232
Ynited States Of | 9131 9013 | 2204 956.1 1826 7455 2363 7412
Canada 510 2492 196 2668 161 2599 446 2135
fermany, Federal | 330 756 401 656 238 493 2638 51.2
China, Pr 120 208 229 490 136 61.8 25.1 936
New Zealand 274 92.2 36.1 101.3 22.1 859 197 759
Netherlands 146 453 22.1 653 248 711 196 574
Denmark 175 487 177 482 276 614 193 434
Ireland 118 540 150 687 16.1 69.9 114 164
Japan 8.1 437 96 490 90 487 107 52.3
Belgium 69 2138 96 257 104 255 103 247
Sweden 154 196 154 511 103 410 97 400
Hong Kong 38 251 40 264 438 338 60 430
France 80 137 104 147 64 125 56 113
Singapore 52 376 53 42,9 58 160 50 411
Finland 32 124 A7 169 43 1438 46 172
Norway 38 143 49 170 33 12.1 36 122
Switzerland 41 19.1 40 18.1 35 156 35 149
United Arab 20 83 21 92 33 147 27 123
Malaysia 25 184 25 196 23 175 22 208
Other 184 879 207 1016 209 108.1 175 914

Total 7359 | 27996 | 7984 | 29809 | 7089 | 26832 | 7497 | 24269

Source: Adopted from AWBC export approval database prepared 13 January 2010.
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port market followed by the USA (222 ML), Canada (52 ML), China (46 ML) and Germany (33 ML).
These five markets accounted for 80% of the volume of total Australian exports (AWBC: Wine Ex-
port Approval Report June 2010).

Questions arise here are: What are the key determinants of rising export performance of the
Australian wine industry in a short period of time in overcoming disadvantages inherit to it’s late en-
trant status in the global wine market; What does the industry do in responding to increased pres-
sures? In addressing the above questions, key drivers for export performance of the Australian wine

industry are explored in the follwing section.

Key drivers for export performance

Latecomer firms are disadvantaged in terms of resource incompetence, reputation disadvan-
tage, and entry barrier created by first-mover firms. A government often plays a major role in assist-
ing domestic firms in a strategically focused industry to overcome entry barriers created by first-
mover foreign firms (Hill, Cronk and Wickramasekera, 2008 p.99). Latecomer firms can catch up with
established firm from foreign countries by accelerating the process of their industrialization with the
support of the respectable government. The Australian wine industry reached its financial objective
of $4.5 billion in annual sales in 2005 that was 20 years earlier than it was initially planned. Consider-
ing the success of Australian wine industry in a short period, it is hypothesized that the government
initially has played a key role in assisting the wine industry by creating institutional platforms neces-
sarily for international expansion.

Porter (1990) theorizes how a nation becomes successful internationally within a particular in-
dustry. He argues that four broad interrelated attributes of a nation shape the environment and cre-
ate what has been dubbed a ‘Diamond’ of national competitive advantage. These four diamond attri-
butes are factor endowments, demand conditions, relating and supporting industries, and firm
strategy, structure and rivalry (Porter, 1990). Porter argues that the diamond is an interrelating and
mutually reinforcing system; the effect of one attribute is dependent on the state of others. In addi-
tion to the four diamond conditions, Porter (1998) suggests that government activity through actions
like imposing regulations can alter a nation’s demand conditions, alter rivalry and even affect factor
endowments. The government’s attitudes and actions are integral parts of allocation and upgrading
of national resources. Porter’s diamond can be used in explaining how the government activity influ-
enced upgrading competitive advantages of the Australian wine industry.

According to Porter (1990), national endowment of factors allows firms to gain competitive ad-
vantages by efficient utilization of production inputs. Domestic industries grow or are suppressed as

a result of abundance or absence of factors of production such as natural resources, labor and infra-
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structure. One of the main drivers for the rapid growth of Australian wine export is Australia’s natu-
ral endowment with geographical diversity and abundance of sun-light that enabled Australia to pro-
duce regionally distinctive wines and varietal diversity. As for varietal diversity, the five principle
varieties including Shiraz, Chardonnay, Cabernet Sauvignon, Merlot and Semillon plus other 140 vari-
eties are grown in Australia (Gastin, 2009). Thus, basic factor endowments of Australia (ie. location
and climate) have provided benefits to the growth of the wine industry. However, natural endow-
ments alone were not enough for late market entrants to equally compete with early market en-
trants in the global market. The national government has successfully upgraded advanced factor en-
dowments by setting up industry associations and strengthening its linkages with academic
institutions since the 1990s. This assisted Australian winemakers to technologically advance in viti-
culture and oenology and in creating blending of grape varieties across regions in consistent quality
(Gastin, 2009).

Porter (1998) argues that the existence of related and supporting industries is identified as an-
other factor that increases the national competitiveness of an industry. In order for firms to be com-
petitive and productive, it requires a set of macro-economic conditions that facilitate collaboration
and knowledge flows between firms. A geographic concentration of interconnected wineries, grape
growers, suppliers, service providers, and wine-related institutions are identified as one of the key
factors to increase productivity and innovation though learning for wine industries. Studies show the
role of clusters in raising regional productivity and innovative capacity by using an example of Cali-
fornia wine cluster (Porter, 1998; Porter and Bond 1999) and South Australian cluster (Nipe, York,
Hoga, Faul and Baki 2010). Aylward (2004) demonstrated that South Australia (SA) where the head-
quarters of national regulatory bodies, research and coordination bodies and export council are all lo-
cated tended to show stronger growth and sustainability of export more so than other regions within
Australia. In contrast, smaller wineries, in particular those do not have strong linkages with those in-
stitutions, tap into the existing strong cluster namely tourism and food clusters to be competitive
and help them to reach a broader range of consumers. For example, while Queensland (QLD) ac-
counts for a very tiny percentage of total wine production in Australia, it exhibits the highest per-
centage (84.7%) of cellar dollars of total wineries within the region. In comparison, only 53.7% of win-
eries in SA have cellar door facilities (Winebiz: Wine Industry Statistics 2010). QLD state government
plays a proactive role in linking the wine industry to tourism sector in promoting, training and mar-
keting wine tourism. For example, the state government recently set up the Queensland College of
Wine Tourism as a joint venture with the University of Southern Queensland.

Another key advantage associating with the Australian wine industry identified by Gastin
(2009) is the creative regulatory environment that provides the freedom to winemakers to experi-

ment with new wine styles and innovative technologies and that also conducts strong quality con-
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trols on exports to ensure the quality of wines and protect customers. Australian wine legislation
concerning a geographical indication (GI) is less restrictive in terms of viticulture and winemaking
processes. GI system allows a much broader range of grape varieties to be cultivated in the same
area and facilitates blending of grape varieties in the same and/or across regions. In contrast, ‘Old
World” producing countries have a strict system of classifications and appellation (eg. AOC in France)
referred as ‘terroir which not only regulate geographical boundaries, but also regulate what grape
variety maybe grown, vine density, alcohol level and production methods for an area (Wine Australia
Europe 2010: Wine Region).

Australia’s regulatory environment has fostered flexible and innovative winemaking philoso-
phy and management ideology among Australian winemakers and viticulturists. A study suggests
that Australian winemakers perceive Australian wine legislation as “simple and permissive, which al-
low them to be innovative and proactive” (Jordan, Zidda and Luckshin, 2007, p.28). Flexible and inno-
vative winemaking philosophy has created ‘New Tradtions” in the wine industry which offers unique
styles and blending through varietal experimentation but producing consistent quality. Australia’s
technological capabilities are expressed in packaging and alternative to cork closure. Australia is one
of the leading countries where screw caps are widely adopted for its wine. A group of the Clare Val-
ley producers in South Australia voluntarily collaborated in using screwcaps for their premium Ries-
ling wines and jointly launched a marketing campaign to endorse the benefits and quality aspects of
screwcaps through various media in the early 2000. Industry and regional collaboration for dissemi-
nating the benefits of screwcaps over cork closures reduced consumer resistance to screw caps, and
reduced the wine been tainted hence improving product consistency (Garcia, Bardhi and Friedrich,
2007).

The success story of Yellow Tail produced by Casella Wines by tapping into 6 million novice
wine drinkers in the USA is a good example of flexible approach to winemaking. According to Chan
and Maubourgne (2005), Yellow Tail, a top selling Australian brand in the USA, took a different per-
spective on the wine market by looking beyond the existing wine market boundaries. Yellow Tail is
characterized by simple and colorful labeling and sweet and fruity flavoring, and by creating a fun,
easy to enjoy wine for everyday at low cost. The products successfully captured customers who
used to prefer beer, sprits and ready to drink (RTD) cocktails to wine. Hardy’s and Barokes came up
with innovative packaging, both have further pushed the existing wine market boundaries. Hardy’s
Shuttles is a mini 187ML bottle of wine with a handy built-in-glass aiming at outdoor drinkers. The
most recent innovation is Vinsafe® wine packaging system produced by Barokes Wines, which is
the world’s first globally patented wine in a can technology enabling premium quality wine to be
canned with stability and longevity (Wine Australia Magazine 2009: Generation Next). Both products

altered the image of wines offering accessibility, transportability and convenience. The above exam-

75



[REFEWIZE]l (WAZBERes) 8 144 5

ples illustrate that the environment in fostering innovative and flexible approach to winemaking the
Australian government consciously crafted have encouraged firms to be proactive to ‘create’ new
customers.

Furthermore the national strategic plan for the Australian wine industry, Strategy 2025 re-
leased in 1996 laid the basis for the Australian wine industry to achieve the volume growth through
generic branding strategy. This required increased public and private collaborations for marketing
efforts and promotional expenditures in particular Australia’s key export markets including the UK,
the USA, Germany, Sweden and Japan (Marsh and Shaw 2000; Strategy 2025 in Winebiz). Industry
organizations have extensively promoted Australia wine for its affordability and for its appeal to
mass market. Consequently, the volume of Australian wine export shows steadily increases and Aus-
tralian wine are commonly perceived as fruity, affordable and bland (Aylward and Clements 2008 ;
Robinson, 2009; Kesmodel, 2009).

Adding to the external and internal drivers described above, Wickramakesera (2010) stated
the high taxation regime in Australia discouraged wineries to concentrate on the domestic market
and encouraged them to export. In Australia, Wine Equation Tax (WET) applies to wine domestically
consumed, which is 29% of the whole sale value. People who buy from either a wholesaler or a retail-
er are charged with WET in addition to GST. However exports are not subject to the Australian
GST or WET. As a result, customers in export markets can enjoy lower retail prices to Australian
wines than customers in the domestic market. Thus, the domestic tax system drove the industry to
be more outward looking. Moreover, French nuclear testing in the mid 1990s led to the boycotting of
French products including wine in France's key export markets thus there is evidence to suggest
that this gave opportunities for ‘New World" producers including Australia to substitute French
products (Bentzen and Smith 2001).

In summary, this paper argues that Australia has overcome its late-comer status in the global
wine market and has obtained the number of competitive advantages under government initiatives.
At national level, the government regulatory framework was identified as a key factor that has fos-
tered the environment in which innovation in production and marketing is encouraged. Tax regime
was seen as one of the drivers for the Australian wine firms to look beyond the domestic market.
Flexible and innovative approach to winemaking philosophy commonly held by Australian winemak-
ers enabled to offer innovative products that have altered the traditional wine market boundaries
thereby successfully capture market opportunities. Limited market size and intensified rivalry in the
domestic market pushed the industry to expand internationally. Public and private sectors collabora-
tions were enhanced by the establishment of industry associations and national regulatory bodies in
the pursuit of export growth.

However, studies (Wickramekesera 2003 ) examining 292 Australian wineries found that all
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firms surveyed agreed that there was limited government support to encourage export and some re-
spondents were not even in favor of government support. Aylward and Clements (2008) argued that
given that boards of industry bodies that set strategic directions of the Australian wine industry are
comprised of CEO’s of large firms, their policies tend to represent economic interests of a small num-
ber of those firms whilst undermining the competitive advantages of small players. The levies paid
by wine producers and exporters is used to fund the activities of AWBC and GWRDC, meaning that
those who pay the most in levies are likely to exercise considerable influence in decision-making pro-
cess to set R&D framework. These suggest while institutional platforms and government initiated
strategic plan led to the basis for the industry’s overall growth in export performance, smaller winer-
ies are less reliant on those factors than their larger counterparts. Aylward and Clements (2008) fur-
ther pointed out that the industry had experienced declining export value per unit inversely with
rising export volume that gave alarms to existing marketing strategy prior to 2007. A unified mar-
keting strategy of generic branding resulted in undermining Australia’s competitive advantages by
disregarding regional diversity and differentiation and failed to promote mid to higher end of prod-
ucts. Generic branding coupled with declining global wine consumption and current global economic
recession, Australia got involved herself into intensified price-cutting competition in the lowest price
point. In order to address these challenges, industry organizations released the new strategic plan in
2007-Wine Australia: Directions to 2025 -which recognized the needs of small to medium sized players as
well as of large players for their sustainable growth (AWBC 2007). New marketing segmentation
strategies were endorsed in 2007 and in 2010 aiming to redefine the image of Australian wine in the
international market by emphasizing distinctive characters and heritage of Australian wine (AWBC
2010). The issues concerning generic branding and the industry’s effort to overcome the challenges

are discussed in relation to the Japanese market.

The experiences of the Japanese market

Japan ranked as the 8" by value and 10" by volume in 2008-09 among Australia wine's ex-
port markets. Japan was identified as one of the five key export markets in 1996 because of per-
ceived sophistication and high appreciation of wine based upon the relatively large number of certi-
fied sommeliers and wine schools in Tokyo. However, Japan is seen as a stagnant market by
Australian wine exporters. Japan's sluggish economy plays a part in slow penetration of Australian
wine into the Japanese market, given that Japanese consumers are becoming more price-conscious
and looking to cut back on their social expenditures due to long-term economic downturns. This led
to lowering on-site premise consumption (i.e. restaurants) of premium wine while increasing off-prem-

ise consumption of inexpensive wine (WANDS 2010). Several other factors that were identified

7



[REFEWIE]l (WabEer) 8 144 5

though personal interview with Otsu (2010), marketing manager of Wine Australia Japan, could asso-
ciate with Australia wine's under performance in Japan. These include Australia’s diminishing price
competitiveness in lower price segment; lack of image of Australian wines held by Japanese consum-
ers and buyers; and lack of commitment and motivation by importers to promote Australian wine.

Wine sales in Japan are increasingly shifting to retail chain stores such as supermarkets, dis-
count stores and convenience stores, which present substantial challenges for Australian wine suppli-
ers in terms of price competitiveness in lower price segment. Supermarket accounts for 50% of total
sales of Australian wine in Japan where bottled wine is sold approximately 500 yen on average
whereas Australian wine sold in supermarket is around 850 yen. Private brand wine of large retail
chains and wine from other ‘New World" producers in particular Chile exhibit cost-leadership in low-
er price segment. Australia thereby no longer has incentive in competing in low price segment un-
der generic branding strategy. Instead, the principle opportunity to growth is seen to exist in the
mid-range price segment (around off-trade price of 2,000 yen per bottle) of regional and fine wine.
Thus the marketing focus has shifted from low-price segment in supermarket to mid price segment
for on site- premise consumption. For example, Wine Australia Japan runs a four-week promotional
campaign to promote wine with regional distinctions which invites restaurants and dining bars to
participate in. The participants are given the incentive of a trip to Australian wineries and/or of re-
ceiving premium Australian wine if they successfully promote selected ‘Regional Hero' (wine that ex-
hibit clear association between region and variety being categorized by Wine Australia) during the 4
weeks period. The promotion intends to raise awareness both with the trade and consumers about
Australian wine regions, their varietals and styles of wine. Participants are required to communicate
with customers who order Australian wine to provide the feedback of wine and the premises to
Wine Australia Japan via twitter (Wine Australia Japan 2010).

Lack of image of Australian wine held by Japanese consumers as well as buyers (importers) is
an additional obstacle for Australian wine to increase its market share in Japan. Wine Australia Ja-
pan conducted an on-line survey of 1,000 wine consumers between aged 20 and 69 who drink wine at
least once a month (unpublished data). The survey found that Japanese consumers lacked clear im-
age of Australian wine while they associated Chilean wine with ‘reasonably priced’ or California wine
with ‘casual’. Otsu (2010) believes that consumer acceptance will rise once they are given more op-
portunities to learn about Australia as well as Australian wine. Thus, Wine Australia Japan employs
social media including facebook and twitter to raise awareness for Australian wine and facilitate con-
versations with prospective customers. Rather than rebuilding the market boundaries, Wine Austra-
lia Japan targets at people in their 30s who drink wine at regular basis and have strong interests in
wine in general. Currently Wine Australia Japan twitter has around 1200 followers and receives

positive responses. In addition, Wine Australia Japan conducts a series of seminars for industry prac-
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titioners and professionals in effort of promoting the diversity of Australian wine and also in an at-
tempt to increase general interest in Australia. In the Japanese website, it has additional sections to
the AWBC national website that give the general information of the country in Japanese.

Moreover, lack of commitment and motivation by importers to promote Australian wine pose
a barrier for Wine Australia Japan in implementing effective in-store promotional activities in large
retail stores that are the main distribution channel for Australian wine. Wine Australia Japan has de-
veloped various promotional tools to inform potential consumers of styles, variety, and characteristics
of Australian wine and of mating cuisine. However, commitment and enthusiasm by importers as
well as wholesalers and retailers are imperative in effectively applying and displaying promotional
tools to market Australian wine in large retail shops. Currently, most Japanese importers of Austra-
lian wine are unlikely to place the marketing priority to Australian wine as they often deal with wine
from a number of countries that hold greater share.

The above case demonstrates that generic branding was initially effective in the USA and the
UK was not as successful in Japan. Australia was neither able to overcome brand disadvantage (over
‘Old World’ producers) nor to gain cost-leadership in the Japanese market. Wine Australia Japan has
employed a number of strategies in addressing the problems that are specific to the Japanese mar-
ket. In addition, the Japanese experience suggests that supplier-importer relationship may be impor-
tant in export growth in the Japanese market given that Wine Australia Japan has limited capacity

in promoting and marketing specific brands.

Conclusion

By examining the growth of Australian wine industry between 1990s and the mid 2000, it
was found that the government played an important role in creating the institutional environment
that has fostered flexible and innovative winemaking philosophy and management ideology in Aus-
tralia are considerably different from those of early market entrants in the global wine market. Es-
tablishing the formal linkages between the government and industry and within various stakeholders
in the industry helped to cultivate the capacity for product innovation and export performance. A
unified marketing strategy directed by the government helped to create generic branding thereby
increased the volume growth in lower price segment in the global market. However, the strategy
placed Australia into intensive price competitions as it undermined the uniqueness of Australian
wine.

This study suggests that a rapid development of institutional framework under the govern-
ment initiatives is useful for late market entrants to improve competitiveness in a relatively short

time to catch up with first mover entrants (i.e. ‘Old World" producers). Flexible and innovative envi-
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ronment is required for late market entrants to create products that go beyond the market boundar-
ies drawn by ‘Old World" producers. Further, generic marketing strategy directed by the govern-
ment is helpful in achieving the economies of scales as well as enabling quick diffusion of a common
objective in marketplace for late entrants. Since 2005, when the major industry objective was
achieved, the Australian wine industry has moved up the next phase of industry growth and need to
more effectively exploit its competitive advantages it gained in the past 20 years. In order to achieve
the main objective of the new strategic plan outlined in Directions to 2025, that is, to enhance the im-
age of Australian wine in the global market by promoting differentiation and diversity, further col-
laboration between government, industry and firms is required to represent the interests of both
large and small players.

Wine Australia Direction 2025 identified that Australia’s export growth in recent years was main-
ly observed in English-speaking or former or current Commonwealth markets. In order to succeed in
non-English speaking markets, Australia needs to have in-depth understanding of the cultural differ-
ences especially related to food and specific requirements for communications illustrated by the chal-
lenges Wine Australia Japan faces in the Japanese market. An additional factor required to succeed
in culturally distant markets is to generate the interest of Australia among consumers and import-
ers, and to get importers actively involved in the marketing strategy. The role of importers in the
dissemination of the industry-led marketing strategy needs to be further examined. There is scope
for further industry cooperation in assisting small to medium sized firms in developing networks
with customers and distributors in foreign markets given that these firms generally lack financial
and physical resources to gain information on overseas markets and establish networks. The chal-
lenges being addressed in this paper concerning the Japanese market may help the Australian wine
industry to employ more effective strategies to gain competitiveness in other Asian markets. More-
over, the experience of Australia’s wine industry discussed in this paper may help us to understand
the strategies needed to overcome disadvantages relating to late market entrants in a location-specif-

ic industry.
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