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1 Summary
The Itata region was once considered the heartland of Chile’s wine industry, yet
subsequently suffered a decline in its relative importance. There has been renewed
interest over recent years, yet Itata remains relatively unknown for quality wine
production.

This study has three principal aims, and will question:


How history has shaped contemporary Itata?



What are the key issues at play within modern-day Itata?



What are the main issues to consider for development and investment within
Itata?

Historical research and a field trip to meet with industry stakeholders, 44 semistructured interviews and three case studies informed research findings. Research
highlighted both the negative and positive impact of history on contemporary Itata.
The region is showing signs of regeneration through investment, and has received
positive reviews from leading wine critics. However, commercial forestry and
diminishing economic returns, amongst other issues, threaten the region’s producers
and growers.

The research shows that whilst opportunities for investment and regional
development exist, and may in fact be key to determining the region’s future, the
current market for the wines must be considered niche.
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The paper identifies and investigates the principal investment and development
issues, including land values and availability, climate change, socio-economics,
working cohesion and regional identity.
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2 Introduction
Throughout its history the fortunes of Itata’s wine industry have swung considerably.
The region became the epicentre of Chilean wine production by the mid-nineteenth
century. A combination of factors led to a paradigm shift in Chile’s wine industry from
which Itata was isolated, becoming progressively marginalised.

The past decade has seen renewed interest in Itata by producers, and subsequently
wine critics. Tim Atkin MW once dubbed Chile as, “The Volvo of the wine world”,
inferring that it was a safe, but uninspiring option (Atkin, 2002). Atkin now predicts
that, “in 10 years time Gualtallary (Argentina) and Itata will be seen as South
America’s two best wine regions.” (Atkin, 2016).

This paper examines how history has shaped contemporary Itata, through cultural,
socio-economic, political and geographical factors.

Research gathered - including meetings and semi-structured interviews with industry
stakeholders, and three businesses of differing scales who have invested in Itata - is
used to create a regional profile and SWOT analysis of the Itata proposition.
Together, these investigate regional trends, production and current dynamics. These
are evaluated to provide an overview of key issues and to highlight the main areas
for consideration for development and investment.

This research paper highlights the main issues currently facing a little-known region,
those within it and those that have recently invested. This can be used as a basis for
further research by those considering investment in the region. The research findings
3

provide suggestions for future action that may be beneficial for those already working
within Itata’s wine industry.
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3 Geographical summary
The Itata Valley (Itata) is located 450km to the south of Santiago, in the
administrative region of Bío Bío (figure 3/appendix 10.2). Itata, together with the Bío
Bío and Malleco valleys, comprise the country’s most southerly wine region, the
“Región Vitícola del Sur.”

Figure 1: Map of Chilean wine regions. (Wines of Chile, 2016)
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Itata comprises thirteen communes, divided into four areas:
Table 1: Areas and communes of Itata (Agricultura, 2015)
a) Chillán; including the communes of Chillán, Chillán Viejo, Bulnes and San
Carlos
b) Quillón; including the communes of Quillón, Ranquil and Florida
c) Portezuelo; including the communes of Portezuelo, Ninhue, Quirihue and
San Nicolas
d) Coelemu; including the communes of Coelemu and Treguaco

Figure 2: The Itata Valley (SAG 2016, pers. comm.)
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Figure 3: The administrative region of Bío Bío (SAG 2017, pers. comm.)

There are four distinct agro-climatic areas within Itata, from west to east (table 2).
Table 2: Agro-climatic areas within the Itata Valley. (Hernandez & Moreno, 2010)
Agro-climatic area

Heat summation

Coastal Secano

Less than 1,200
degree days
1,200 – 1,300
degree days
1,200 – 1,300
degree days
1,100 – 1,300
degree days

Inland Secano
Central valley
Andean foothills

Rainfall (per
annum)
1,000 - 1,200 mm
900 - 1,000 mm
900 – 1,000 mm
900 – 1,100 mm

Soil types/Topography
Granitic/Basaltic
Low lying hills
Granitic/Basaltic/Schist
Low lying hills
Volcanic ash
Predominantly flat
Volcanic ash
Predominantly flat
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4 Literature review
Various studies have been conducted into the development of the Chilean wine
industry. Key studies have focussed on wine clusters within different regions. Visser
(2000) defines clusters as geographical concentrations of firms involved in the same,
or related activities, which may, but need not, co-operate with one another.

Felzensztein and Deans (2013) studied marketing practices within Chilean wine
clusters. Results showed that colocation provides benefits from inter-firm linkages
that are important to success, through collaboration and access to information and
technologies. Gwynne (2008) and Giuliani and Bell (2004) have conducted studies
on wine clusters in Colchagua and Casablanca, but there have been no specific
studies on Itata.

Parallels with Itata and the Swartland region of South Africa were recognised by
Jancis Robinson (2015), who acknowledged viticultural and socio-economic
similarities. Research carried out by Malan (2014) investigated the rise of Swartland
over the past decade, concluding that it is becoming the new wine hub of South
Africa. His research highlights the importance of regional cohesion, regional identity
and joint marketing in achieving this. This was largely achieved through the efforts of
Swartland Independent Producers (SIP), a self regulating voluntary appellation. This
paper directly addresses regional cohesion and regional identity within Itata, to
explore any parallels.
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Since 2016 there has been ongoing research in Chile, by the public-private initiative
“Nodo Estrategico, Chile Vitivinícola 2.0” supported by CORFO1. The project has
seen a series of meetings with industry stakeholders, to identify and address issues
and technical weaknesses that exist within the regions from Maule southwards2
(including Itata and Bío Bío). Major issues include technological advance, climate
change, promoting heritage grape varieties and knowledge exchange. The Director
of the programme, Maximiliano Morales, was interviewed as part of the research.

1
2

CORFO is a government agency focussed on promoting production, growth and innovation
This includes the regions of Maule, Bío Bío, Itata, Araucánia, Los Lagos and Aysén.
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5 Historical research context
5.1: The introduction of vines
Vitis vinifera arrived in Itata in 1551 (Pereira-Salas, 1977), predominant grape
varieties were País and Moscatel (Cartes & Arriagada, 2008). Wine production
flourished due to naturally favourable conditions, including low disease pressure and
sufficient natural rainfall. The arrival of Jesuit missionaries and their efficiently
managed estates in 1612 consolidated wine production. The proximity of
Concepción and Tomé ports also facilitated growth (Rojas 2016, pers. comm.).

Itata’s reputation and production grew, chronicler Felipe Gómez (1889) reported:

The territory produces the best wine of Chile, it is made in the small farms
near Concepción. All of the vines are so low that the bunches touch the soil.
They are planted on rolling hills and have no irrigation except that of rainfall.

5.2: Increased production and fragmentation
The Chilean War of Independence (1810-1821) had deep social, political and
economic impacts on Itata. Wine production fell and fragmentation of war-ravaged
vineyards emerged (Cartes & Arriagada, 2008). Fragmentation remains a major
feature of contemporary Itata.

Production rose between 1830-1850 under the governments of Joaquín Prieto and
Manuel Bulnés, who encouraged efficiency amongst the larger estates (Cartes &
Arriagada, 2008). Between 1861-1865 the area relating to present day Bío Bío and
10

Itata was responsible for 80% of Chile’s wine production (figure 4). In 2015 it was
responsible for just 3.98% of total production (ODEPA, 2016).

Figure 4: Map of the principal wine producing regions and production in Chile, 1861.3
(del Pozo, 1999)

3

Significant administrative changes occurred in 1848. Present day Itata incorporates the
territories to the east and south of the marked “Itata” on the map, such as Chillán, San
Carlos, Rere, Coelemu, Puchacay.
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The period 1855-1900 shaped the trajectory of the modern-day Chilean wine
industry, directly impacting Itata. French cultivars were imported by Silvestre
Ochagavia in Macul (Santiago) in 1855. Soon after, vast estates were founded by
Luis Cousiño in Macul (1864), Melchor Concha y Toro in Pirque (1883) and
Undurraga in Talagante (1885). French grape varieties, trained and trellised
vineyards, and significant irrigation became commonplace around Santiago (Reyes,
2001).

Itata’s distance from an increasingly centralised Santiago became a limiting factor.
The prevalence of smaller landholdings and lack of capital wealth prohibited the
adoption of expensive new methods of training vines, irrigation and winery
technology. With poor transport infrastructure Maule, to the north, marked the
boundary between innovation and tradition; Itata was left isolated, largely untouched
by the viticultural revolution (Reyes, 2001).

Production quintupled between 1883 and 1903 (table 3), geared towards foreign
export markets, specifically the USA. The introduction of high alcohol tariffs on
exports subsequently hampered these efforts. Overproduction and low prices saw
domestic alcohol consumption rise, leading to a national restriction on new vineyard
plantings in 1932 (Cartes & Arriagada, 2008).

Table 3: Production levels in Itata between 1883-1903 (Cartes & Arriagada, 2008)

Year
1883
1893
1903

Production levels
(litres)
51,000,000
110,000,000
275,000,000
12

The European phylloxera epidemic saw an influx of French and European
winemakers, that affirmed the consolidation of Bordeaux-inspired wine culture
around Santiago. By 1920 production was evenly split between Itata, its communes,
and the Central Valley (Cartes & Arriagada, 2008).

Following the Chillán earthquake of 1939, some existing and damaged vineyards
were replanted with high-yielding Cinsault, and to a lesser degree Carignan. These
grapes were chosen as part of the ‘Plan Chillán’, to produce deeper coloured
Bordeaux-style wines to add colour and value to the thin-skinned País wines (Cartes
& Arriagada, 2008). This marked the definitive introduction of Cinsault to Itata.

A number of co-operatives were formed in the 1950s and 1960s, which received
government aid until the military coup in 1973. Many were successful, but none are
still operating: overproduction and falling prices from 1973, reduced domestic
consumption, a revised “ley de alcoholes” favouring wines for export, an
unfashionable varietal mix, and bad management all contributed to their downfall
(Letelier & Bustos, 2015). Co-operatives were viewed as subversive and socialist
under Pinochet, and thus disbanded (Coca, 2004).

General Pinochet’s 1973 coup heralded an era of regulatory and economic
liberalisation that was the base for Chile’s modern-day wine industry. The 1932
planting restrictions were lifted, and in 1974 “Decreto 701” was passed to stimulate
the growth of Chile’s commercial forestry industry. Forestry is further addressed in
section 7.1.4.
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The 1980s saw increased plantings of table grapes in the Central Valley, destined for
export markets. Wines made from table grapes were permitted for domestic sales,
but not export. These cheap table-grape wines were competiton for Itata’s wines,
driving prices down. Many large wine estates were either replanted with pine or sold
to forestry companies (Letelier & Bustos, 2015).

A shortage of international grape varieties saw País prices double from $0.06/kg in
2004, to $0.12/kg in 2007. Many producers ceased wine production to sell grapes,
prices then dropped to $0.08/kg in 2008 with falling demand and the global financial
crisis (Letelier & Bustos, 2015). Producers that had vinified using rustic wooden
foudres, found them cracked and dried having not been used for several vintages.
With no capital to replace them, they became reliant on grape sales. Initially the
Ministry of Agriculture suggested subsidies and replanting with eucalyptus. Growers
objected and in 2010 INDAP4 began a programme to co-finance technical help and
winery equipment (Letelier & Bustos, 2015).

5.3: Changing dynamics from 2010 onwards
Since 2010 there has been an influx of established producers from other regions into
Itata. They have mostly purchased grapes to vinify outside of Itata, producing Itata
labelled wines at a mid-premium price point5. De Martino started to investigate in
2009. Sebastian de Martino explains (de Martino 2016, pers. comm.):

4

INDAP: A government agency, formed in 1962 to support the technological development of
small scale agricultural farmers and promote commercial and organisational capacity.
5
Mid-premium - wines to retail approximately $10-30 per bottle.
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We were attracted by natural conditions: old dry-farmed bush vines, distinct
grape varieties including Cinsault, Corinto and Moscatel. Ideal climatic
conditions on granite slopes to produce lighter and fresher wines, in tune
with modern wine trends and our changing philosophy. Itata has incredible
history and naturally organic viticulture.

De Martino were followed by a significant number of established producers, including
Miguel Torres (2013), San Pedro (2013), Montes (2014), Undurraga (2014), Chilcas
(2014) Bisquertt (2014), Concha y Toro (2014), Koyle (2014), Carmen (2016),
Bouchon (2016) Morandé (2016) , Mont Gras (2016) and Ventisquero (2016) in
purchasing Itata grapes to produce mid-premium priced wines, primarily from
Cinsault, Moscatel and País. Other small-scale producers including Garcia &
Schwaderer, Clos de Fous, Tres Monos and Louis-Antoine Luyt have released
wines.

Concurrently, several Itata-based producers have gained success in international
competitions. In 2014 Pandolfi Price (Chillán Viejo) won a Regional Trophy for their
Los Patricios Chardonnay 2010 at the Decanter World Wine Awards. Wine critic
Patricio Tapia comments: “The change in Itata since 2010 has been remarkable.
There is a surge of interest in traditional grape varieties, winemaking and culture.
Itata is the country’s historical heartland. The future looks bright.” (Tapia 2016, pers.
comm.).

While increased external interest and critical acclaim have brought attention to Itata,
Juan Ledesma (2016, pers. comm.) states:
15

It is great that critics are now aware of Itata and its potential, however these
wines represent a tiny proportion of production. The reality is a region still
dominated by grape and bulk sales.
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6 Methodology
6.1: Introduction
A three-week field trip was the principal data collection channel6; conducting
meetings in person was deemed the only viable method of communicating with
growers, many of whom have limited access to communications. The field trip also
allowed the opportunity to carry out research in The National Library of Chile,
Santiago, which informed historical research.

Information was gathered pre- and post-field trip to identify existing published works.
Personal communications via email were an important method of gathering
information and statistics.

Verbal communications were conducted in Spanish and audio recorded. The
author’s native language is English with bilingual Spanish. All printed texts and
communications were translated by the author. Methodological limitations are
addressed at each stage below. All currency is shown in USD$ unless otherwise
specified, using the exchange rate as of 27/05/17.

6

Since the initial field trip, two further visits to the region have given further insight and
research data.
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6.2: Sample population and size

The Department of Agronomy, University of Concepción (UOC) and “La Asociación
Gremial de Enólogos y Profesionales del Vino del Valle del Itata”7 (AGEPVVI) were
contacted to help co-ordinate meetings. They were asked to satisfy a broad
stakeholder sample, representing:



Growers/producers of different scales



Viticulturists



Government agencies8



Representatives of the forestry industry

Personal contacts including wine critics, sommeliers and historians, all with local
expertise were added. A full list of interviewees is available (appendix 10.3). UOC
and AGEPVVI organised 30 of the meetings. Whilst this could be considered a
limiting factor, due to lack of direct control of sample population, their local
knowledge allowed access to participants that otherwise may not have contributed.

7
8

“The Working Association of Winemakers and Professionals of The Itata Valley”
INDAP, CORFO and ProChile
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6.3: Semi-structured interviews
A total of 44 semi-structured interviews and meetings were conducted (table 4/
appendix 10.3). The nature of the research method solicited large amounts of rich
data, both factual and opinion-based.

Table 4: Sample population, semi-structured interviews.


31 growers/producers



4 viticulturists



3 government agencies



3 wine critics/sommeliers



1 wine historian



1 representative of commercial forestry



1 representative Wines of Chile

The purpose of the interviews was to gather qualitative data to inform the SWOT and
regional profile. Questions focussed specifically on what the interviewees felt were
the main strengths, weaknesses, opportunities and threats facing Itata. A full list of
questions is available (appendix 10.4). Various methodological challenges arose as
interviewees were from broad backgrounds with different education and
engagement levels. Interviewees often needed prompting, or questions explaining.
Care was needed not to lead them, but to guide the conversation to elicit information.
One of the challenges was that some interviewees had never left Itata, and were
unable to compare the region with others in Chile or globally. This lack of context
may have limited certain answers, however provided extremely detailed insight in
19

other areas. Interviews were carried out in various locations, during several
interviews other individuals were present, but this is not believed to have affected
respondents’ answers. Time constraints of the field trip were a limitation, however it
is considered given the broad and varied sample population that significance for
directional findings was achieved. Interviews were recorded and analysed to inform
the SWOT and regional profie.
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6.4: Case studies
Three producers who have invested in Itata over the past decade, representing
distinct scales of production and investment participated (table 5).
Table 5: Case studies and background information.
Case study
Rogue
Vine (RV)

De Martino
(DM)
Family
owned

Background information
 2008: Project founded by Leo Erazo joined by Justin Decker
in 2011.
 2009: Released first wine from Itata
 Purchase grapes in Guarilihue (Coelemu), and vinify in thirdparty winery in the region
 Currently do not own any land in Itata
 Current annual production: 1,200 cases (14,400 bottles)
over a range of five wines
 Have yet to break even. Estimate to break even by 2019
 Average retail price of DO Itata wine9 – $30
 Rogue Vine annual turnover of $40,000








Miguel
Torres
(Torres)
Family
owned









9

1934: de Martino founded in Isla de Maipo
2010: Started working in Itata
2011: Released first wine from Itata, purchasing grapes to
vinify outside of Itata, in Maipo.
2014: Purchased 19.5 ha vineyard estate in Coelemu
(Guarilihue), continue to purchase grapes, as well as using
own estate fruit, they still vinify in Maipo.
Current annual production from Itata: 3,334 cases (40,000
bottles) over a range of 5 wines
Average retail price of DO Itata wine – $20
De Martino have an annual turnover of $8 million,
approximately the 30th largest winery in Chile in terms of
turnover.
1979: Miguel Torres Chile founded in Curicó.
2011: Started working in Itata
2013: Released first wine from Itata from purchased grapes
2014: Purchased 230 ha of unplanted land near Chillán, to
plant and develop. Continue to vinify outside Itata in Curicó
Current annual production from Itata: 6,713 cases (80,000
bottles) of one wine
Average retail price of DO Itata wine - $12
Torres Chile has annual turnover of $ 25 million (2015).
Torres parent company has a turnover of $295 million

Approximate average retail prices in Chile, shown in US$
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Case studies were asked the same questions as interviewees, and detailed
questions regarding their specific investments (appendix 10.5). Semi-structured
interviews were conducted, two in person and one via Skype. Subsequent emails
provided further data.

Initially it was intended to report case study findings as a separate section. However,
they were used to illustrate and add depth to the Regional profile and SWOT, which
provided a better opportunity for analysis.

6.5: Regional profile
Four themes were initially identified in the RPP to create a profile of modern-day
Itata (table 6).
Table 6: Regional profile
Growers and producers/Vineyards and plantings
Grape prices and cost of production
Markets
Denominación de Origen

Research revealed two further themes (table 6.1) were relevant to understanding
regional dynamics and development:
Table 6.1: Regional Profile
Commercial forestry
Land prices and availability

22

Information and statistics were gathered from a combination of primary and
secondary sources, including interviews and case studies.

Official statistics were used throughout, however their accuracy raises significant
doubts. A number of producers are not officially registered, whilst others fail to
submit information. Certain statistics for Itata alone do not exist and they are
grouped along with the Bío Bío valley, or under the Bío Bío region for administrative
purposes. Where this is the case, they are used but noted throughout. Explanation of
official statistics and figures was sought, however responses were often
unsatisfactory, contradictory or not forthcoming. This lack of accuracy and credibility
is acknowledged as a methodological limitation, and is explored throughout the
paper.

6.6: SWOT
The purpose of the SWOT analysis was to identify key issues facing Itata as a wine
region according to those actively engaged within it. This was then summarised to
form a broad overview and assess the relevance of the issues for potential
investment and regional development.

Constructing the SWOT provided methodological challenges, and advice was sought
from strategy consultant Rob Hayward10 on how best to proceed. Themes arising
from interviews were noted and grouped according to frequency of recurrence. A full

10

Rob Hayward is Director of Sustainability Strategy at Accenture UK, and a specialist in
sustainability, ethics and corporate governance. His experience in writing corporate SWOT
analyses was used to advise on structure.
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list of keyword responses, issues and themes from interviews are noted (appendix
10.6).

Following advice, four key themes per section (based on frequency of recurrence)
were identified which best encapsulated responses. Selected comments from
interviewees and case studies are used to illustrate each theme. Themes are listed
in descending order of frequency. Often, interviewees confused categories within the
SWOT, such as identifying a threat as a weakness. Following advice from Hayward,
they were re-allocated under the correct corresponding sections. The interviews
harvested rich data as well as observation of respondents which allowed a gauge of
the most pertinent themes. It is accepted that the data collected is largely opinionbased which emphasised the need for critical analysis.
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7 Results and analysis
7.1: Regional profile
7.1.1: Growers and producers/Vineyards and plantings
Itata is unique and distinct from other regions in Chile:


It is the only region not dominated by noble French varieties



The three most widely planted varieties are Moscatel, País and Cinsault



It contains 95% of total national plantings of Cinsault (SAG 2016, pers.
comm.)



It contains the highest proportion of dry-farmed vines (77% total plantings)
and bush vines (67% total plantings) in Chile (table 7)



Grower numbers are higher than any other region (3,625) (table 8)



Average holdings are smaller than any other region (2.64ha) (table 8)

Table 7: Official grower numbers and surface planted in Itata 2015 (SAG 2016, pers.
comm.)
Number of growers
Total planted
Total holdings < 2ha
Total holdings > 20ha
Total dry farmed
Total bush vines
Number of wine producers

3,625
9,568ha
2,463 (68% of total)
56 (1.5% of total)
7,343ha
6,401ha
52
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Table 8: Official grower numbers and surface planted in Chilean wine regions 2015
(SAG 2016, pers. comm.)

REGION
Itata
Maule
L.G.B.O’Higgins
Valparaiso
Coquimbo

NUMBER OF
GROWERS
3,625
3,592
1,863
255
186

HECTARES (ha)
PLANTED
9,568
53,946
47,382
10,162
3,383

AVERAGE HOLDING
(ha)
2.64
15.02
25.43
39.85
18.19

Officially there are 9,568ha of vineyards in Itata (6.56% of national total) of which
4,414ha are white, and 5,154ha are red (tables 7, 8, 9,).

Table 9: Grape varieties planted in Itata by ha (SAG 2016, pers. comm.)

WHITE
Moscatel
Chardonnay
Sauvignon Blanc
Corinto/Chasselas
Riesling
Torrontel
Semillon
Others

Ha
3256
465.7
338.3
136.5
62.8
46.7
25.8
79

RED
País
Cinsault
Cabernet Sauvignon
Pinot Noir
Merlot
Carmenere
Syrah
Carignan
Malbec
Others

Ha
2743
595
567.34
552.4
190
130.3
110
53.3
51
58
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The total official volume of wine produced in Bío Bío is 40.3 million litres, 3.98% of
the national total (table 10). No official figures for Itata exist, unofficial figures
suggest that approximately 15% of this figure (circa. 6 million litres) relates to the Bío
Bío valley (SAG 2016, pers. comm.). No figures exist for the value of wine produced
in Itata.

There are 52 official wine producers; the unofficial number has been estimated at
closer to 200 (SAG 2017, pers. comm.).

Table 10: Volume of wine (litres) produced in Chilean wine regions 2015 (ODEPA,
2016)
Region
Atacama
Coquimbo
Valparaíso
Metropolitana
L.G.B O’Higgins
Maule
Bío Bío
Total

Wines with
DO
75,082
29,349,809
18,463,445
93,117,609
299,253,752
390,002,247
22,221,886
852,483,830

Wines without
DO
157,822
3,035,546
297,374
10,331,681
17,746,083
72,068,842
18,137,402
121,774,750

Table
Wines
4,600
201,700
29,423,320
5,493,844
4,976,290
3,700
40,103,454

Total
232,904
32,389,955
18,962,519
132,872,610
322,493,679
467,047,379
40,362,988
1,014,362,034

7.1.2: Grape prices and production costs
Official figures do not exist, however it is believed approximately 80% of Itata’s
grapes are sold unprocessed (Chandía 2016, pers. comm.). High producer numbers,
and a small number of buyers has created an oligopsony. Three wineries; Concha y
Toro (CyT), San Pedro and Santa Rita purchase an estimated 70% of the grapes
sold in Itata, with CyT purchasing over 40% (M.J.Tapia, 2016).
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The average price of Moscatel and País has shown a downward trend, rising slightly
in 2016 (table 11).

Table 11: Average price per kg (in US$) for País and Moscatel grapes. ( ODEPA,
2016)

País

2011-2012
0.13

2012-2013
0.11

2014-2015
0.09

2015-2016
0.11

Moscatel

0.14

0.12

0.11

0.14

Grower Felipe Neira, shared his 2016 costs for Moscatel production in Coelemu
(figure 5).

Figure 5: Production costs per kg Moscatel (dry farmed, 50-year-old bush vines)

Harvest

Labour

Fertilizers

Pruning

Material

Ploughing

Transport

Sulfur

Layering

Accumulated %

(Neira 2016, pers. comm.)
Total cost per kg: USD$0.10 (CLP$69,04)

28

Neira states these are representative of conscientious growers, and estimates costs
have increased 15% from 2015, driven by increased labour and vineyard treatment
costs. Production costs of $0.10/kg against an average purchase price of $0.11/kg
illustrate the threat facing growers. Some are forced to sell below cost, reliant on the
spot market. Long-term contracts help growers achieve better prices, yet fewer than
5% are estimated to have contracts (INDAP 2016, pers. comm.).

The spot market consists of growers (without contracts), brokers and wineries who
purchase grapes at harvest time at the market price. Brokers facilitate transactions
bringing buyers and sellers together. Broker Omar Fuentealba, explained that
producers are charged approximately 5% commission, some additionally charge the
grower 2% (Fuentealba 2016, pers. comm.). Growers typically view brokers as
detrimental, detracting from income. Spot market prices are reportedly set according
to national market conditions dictated by supply and demand, harvest size,
stockholding and inventory levels and weather conditions. When inventory levels are
high, prices of non-noble grapes fall furthest, meaning average prices in Itata and
Bío Bío are consistently the lowest nationally.

On 10th December 2015, a coalition headed by interviewee Yenny Llanos
(Ecoparras, Portezuelo) lodged an appeal with the Fiscalía Nacional Económica
(FNE)11 accusing major buyers of collusion, price-fixing, and abuse of dominant
position and disloyal practices that contradict the free trade market. They claim the
major buyers manipulate market prices through overstating inventory levels and

11

Translates as “Office of National Economics”.
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paying below market prices. They are asking for national grape prices to be
government regulated, proceedings are currently ongoing.

San Pedro’s 2015 figures show that 69% of their total grape requirements were
purchased on spot, with only 8% from contracts. A 2015 ODEPA survey of 53 Itata
growers showed that only two had contracts for 2015 (M.J.Tapia, 2016). RV work
without official contracts, and have once encountered a problem, the grapes being
sold to another party. DM and Torres both work with contracts to ensure continuity of
supply.

In 2016 INDAP created four ‘grape collection centres’, in association with 326
growers, to bypass brokers and maximise grower revenues. Purchasers are charged
the traditional commission, which is reinvested in the centre. Five further centres
were opened in 2017. In 2016, 6,700,000kgs of grapes were sold through the
centres, approximately 17% of Bío Bío’s12 total production (INDAP 2017, pers.
comm.). This development is considered positive for regional progression, and for
creating economies of scale. Funding is in place to install vinification/co-operative
centres in 2018 at the collection centres (INDAP 2017, pers. comm.).

Growers face substantial economic risk, exacerbated by a purchase system (per kg)
that promotes high yield, in turn negatively impacting quality, and limiting investment
in the vineyard. Many growers diversify, growing vegetables, fruit and walnuts for

12

In 2017 this figure has increased to 20-22% of total grape production (INDAP 2017, pers.
comm.)
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additional income. Some have additional forestry plantations. Many older growers
also receive state pensions. One grower commented that ‘surviving solely from my
three hectares of vineyards would be impossible. I have to grow other crops to sell at
local markets.’

Conversely, some growers tell of considerable price increases since 2014, selling
premium grapes under contract to external wineries, which has meant adjusting
viticultural practices, e.g. adopting green harvesting. Crístian Lagos, a Cinsault
grower in Coelemu has seen prices triple 2014-2016 from $0.27/kg to $0.85/kg
selling to Viña Carmen.

Ventisquero’s winemaker Felipe Tosso reports paying $0.49/kg for Cinsault in 2016
for a new premium Itata label. Previously the grower received $0.26/kg (Tosso 2016,
pers. comm.). Marcelo Papa, head winemaker of CyT, purchased 400 tonnes of
Cinsault from Itata in 2016, paying four times the average market price (Papa 2016,
pers. comm.).

Itata’s only Fair Trade group, Moscin, was formed in 2014 after Torres approached
14 growers and helped them certify through INDAP funding. In 2015 growers
received $0.35/kg of País, versus an industry average of $0.12/kg. RV pay between
three to seven times the average market price, and DM at least three times. RV
believe they pay a fair ‘living wage’ price to growers, who have increased labour
costs and reduced yields due to stipulated vineyard practices.
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Two case studies, DM and Torres, vinify outside of Itata. Trucking costs supplied by
DM estimate $1,150/10,000 kg of grapes ($0.12/kg) for the 415km journey to their
winery. Both plan to vinify in Itata within the next five years.

7.1.3: Export markets
Wine consumption in Chile is low at 13.4 litres per capita. In 2015 approximately
70% of production was exported to over 120 countries, at a total value of $1.8 billion
(Euromonitor, 2016).

Export markets are of fundamental importance, as the limited domestic market is
considered less receptive, more price sensitive and with fewer engaged consumers.
RV and Torres currently sell 15% domestically and DM only 10% (figure 6). Europe,
specifically the UK, provides key markets for each case study. Torres confirmed that
Fair Trade accreditation has helped sales in Scandinavia and Switzerland, and
complements heritage-led marketing in these markets.
Figure 6: Current markets for Itata wines from the three case studies.
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DM and RV identify their wines as “gastronomic”, and sell mainly specialist
independent retailers, natural wine bars and high-end restaurants. The wines are
sold at average retail prices of $20-$30 in export markets. They note the labourintensive marketing and travel to promote the wines: DM attribute $20,000 outlay
during 2014-2015 for three UK visits. They confirm a subsequent uplift in listings and
sales, but could not provide specific profit gains. RV gained four restaurant listings,
following two days with their UK importer in 2015. Torres and DM have existing
global distribution, which has helped commercialisation. RV found distributors
through personal contacts, which have grown organically through word of mouth.
Positive reviews have also led to approaches by distributors.

Export figures for Itata were initially supplied by ProChile (table 12). Close
investigation and enquiries revealed that they did not relate to Itata, but the region of
Bío Bío. No accurate statistics for Itata were available when requested.

Table 12: Wine exports from Bío Bío 2011-2015 by value. (ProChile 2016, pers.
comm.)

Category

2011

Bottled red

518,944

927,057

5,283,788

4,822,859

3,411,624

-29%

Bottled white

128,051

159,757

1,339,946

1,103,385

934,913

-15%

Bulk red

106,699

528,676

21,982

1,889,222

546,878

-71%

81,885

725,591

473,156

446,502

-6%

23,181

79,349

91,537

170,870

87%

108,215

154,578

58,320

-62%

7,558,873

8,534,736

5,569,107

-35%

Other (Tetra etc)
Bulk white

14,827

Sparkling

43,920

Total Value US$

812,441

2012

1,720,556

2013

2014

2015

%
Variation
15/14
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Considerable enquiries uncovered that the dramatic increase from 2012-2013 was
due to a takeover of Bío Bío’ valley’s two largest wineries, Agustinos and Porta by
Bethwines SA in 2012. Exports from these two wineries grew from $190,601 in 2012
to $ 5,912,626.55 in 2013 after the takeover. These figures do not include any
wineries producing Itata or Bío Bío labelled wines outside the region. For these
reasons, they hold little significance for the purposes of this paper’s Itata focus.

The lack of reliable export statistics may concern potential investors, preventing an
accurate figure or true picture of the market for the wines. The case studies indicate
the importance of export markets, where existing route to market is a clear
advantage, and a labour intensive marketing approach may be required. Perhaps the
most important point raised is the suggestion that the wines are positioned and sold
in channels that have thus far largely been resistant to Chilean wines at a midpremium price point: specialist shops as opposed to supermarkets. This could be an
attractive proposition for producers that are prepared to make an effort with
independents, and are looking to repudiate Chile’s “Volvo” image. It could also be
positive for the entire Chilean category.

7.1.4: Commercial forestry
Bío Bío13 is Chile’s most important forestry region, with 981,450ha of plantations,
36.3% of the national total, predominantly Pinus radiati (Pine) and Eucalyptus
globulus (Eucalyptus) (ODEPA, 2016). In 2016 forestry comprised 8.7% of Chile’s
total exports, versus the wine industry at 3.2% (INE, 2016).

13

Figures for Itata do not exist, therefore figures for the region of Bío Bío are used.
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Forestry’s total 2015 export value from Bío Bío was $3.7 billion versus the wine
industry at $5.6 million (table 13).

Table 13 : 2015 Total value of exports from Chile and Bío Bío in $US (ODEPA 2016)
(INE, 2016)
Wine

Commercial forestry

Bío-Bío

$5.6 million

$3,722.6 million

Chile

$1,800 million

$5,439 million

% of national total

0.003%

68%

Law 701 (1974) saw the definitive introduction of forestry and heavy subsidies. The
1982 economic crash and the low value of País during subsequent decades saw
many growers replant for forestry. Typically, subsidies covered replanting costs,
leaving a small percentage of capital remaining. Essentially for growers, this equated
to a cash payment with all associated planting costs covered (Fischer 2017, pers.
comm.). Many growers chose to sell land to forestry companies, who also benefitted
from the subsidies. Law 701 is still in place for specific enterprises and individuals.14

14

President Frei introduced changes to the law in 1998, which excluded certain companies
from access to subsidies, including the two largest companies who dominate the industry:
CMPC and Arauco. The aim was to focus and increase the competitivity for smaller and
medium-sized enterprises.
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Approximate harvest cycles for eucalyptus and pine are 14 and 20 years
respectively. Tables 14 and 15 show the relative costs and returns between a newly
established pine plantation versus an established País vineyard15.

Table 14: Costings and returns per ha of pine in Itata 2017 (Source: Fischer16 2017,
pers. comm.)
Planting/Preparation/Labour
Annual administration costs
Annual Thinning/Ploughing costs
Total costs (after 20 years)
Estimated sale price (timber)
Total Profit
Equivalent annual profit

$900
$50
$90
$3,700
$13,000
$9,300
$465

Table 15: Costings and returns per ha of established País vines, yielding 50 hl/ha. (
Neira 2017, pers. comm.)

Annual vineyard costs (Labour, ploughing etc)

$650

Estimated sale price (6,500kgs @ USD$0.19)
Equivalent annual profit

$1,235
$585

These figures suggest that grape growing is currently more profitable. Long harvest
cycles and the low current price of timber, means the immediate threat of vine
removal for forestry is currently reduced. However, forestry requires considerably
less labour and is less risky than viticulture. Most small landowners view plantations
as additional income and will supplement with planting other agricultural produce,
including vineyards.

15

It must be stressed that direct comparisons are extremely difficult to make, due to varying
yields, market fluctuations (timber/grapes/labour costs), vintage variations and other
associated factors.
16
Eduardo Fischer is a commercial forestry engineer, who manages plantations within Itata.

36

Whist the threat of vine removal is currently reduced, forestry is accused of causing
significant environmental impact, including; lowering soil pH, soil erosion, creation of
monocultures that reduce biodiversity, and shadows from plantations that hinder vine
ripening. Water consumption of plantations are cited as a threat to the water table.
Despite deep rooted, old dry-farmed vines being better equipped to deal with water
shortage than irrigated vines, there are long term concerns: one adult eucalyptus
tree may consume up to 150 litres of water daily (Moraga 2016, pers. comm.). High
water consumption and plantation densities facilitate the spread of forest fires:
plantations are less humid than native forests, meaning fires spread quicker and are
harder to control (Fischer 2017, pers. comm.). In 2012, 25,000ha of Itata land were
destroyed in fires. In January 2017, forest fires destroyed an estimated 500,000ha of
land in Chile, including approximately 100ha of vineyards (INDAP 2017, pers.
comm.).

INDAP project manager and interviewee Demy Olmoss reports that land planted with
pine or eucalyptus is not suitable for vine cultivation for at least 30 years after
removal due to soil acidification.

In 1989 Fundación Chile (FC), a non-profit public and private development agency,
purchased 130ha of land in Nueva Aldea. Plantings, complete with drip irrigation and
modern training, focussed on Cabernet Sauvignon and Chardonnay with small
amounts of Merlot, Syrah and Mourvedre. The aim was to demonstrate that Itata
could compete internationally with “noble grapes”. By the mid 1990s the project was
selling 80,000 cases annually, had produced Chile’s first varietal Syrah and won
37

numerous awards internationally. It was largely considered a success, as Aurelio
Montes, FC’s consultant winemaker notes, “FC made its point that Itata could make
fine wines.” (Richards, 2006).

However, in a rapid unforeseen development, FC withdrew from the initiative and the
land was sold in 1999 to wood pulp manufacturing firm Celco, to develop a US$1
billion pulp mill. Interviewee Professor Ricardo Merino17 was a key protestor against
the development: “FC was a success, and showed the potential for quality viticulture
in Itata. The sale to Celco was not a reflection on the project. This was an underhand
sale, promoting forestry’s interests above everything else.” This sentiment was
echoed by over 80% of the interviewees, who believed the sale was state supported
to promote forestry interests. Whilst not explicit from interviewees, it appears they felt
there was little true reinvestment in their communities from forestry.

The official conclusions of Fundación Chile in 1999, after selling the land, were as
follows (Cartes & Arriagada, 2008):

We believe there exist extremely favourable conditions for vitiviniculture, and
it is highly likely they can produce some of the best wines in Chile if given
the necessary technology. Currently the potential is not realised due to lack
of technology in the vineyard and winery, obsolescence of winery equipment
and other socio-economic problems.

17

Professor Ricardo Merino is an agronomist and lecturer at The University of Concepción
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The Arauco pulp mill opened in 2004 despite years of campaigning by the local
community who argued that the mill posed a significant environmental threat.
Ricardo Merino recalls: “The presence of Arauco’s pulp mill in the heart of Itata
marked the definitive reorientaton of the region from viticulture to forestry.”

Whilst the immediate threat of vine removal is seemingly reduced, the environmental
implications remain. Tensions between the two industries was evident through the
interviews, and growers’ resentment of forestry appears to have strengthened over
recent years. Where previously replanting was an attractive option, there is
increasing resistance. Growers appeared to feel exploited by both large forestry
corporations and large wineries.

7.1.5: Denominación de Origen (DO)
Until 2015 neither País nor Cinsault were recognised as noble grapes by DO laws,
as such they did not qualify for the sub-regional “DO Valle del Itata”. Wines from the
Secano Interior area (appendix 9.3) have been permitted to state País and Cinsault
on the label, followed by DO area, but with no mention of the sub-region of Itata.
The law was changed in April 2015, allowing both grapes to be certified and labelled
DO Itata. Table 16 highlights the changes (in bold), using the following as an
example: A Cinsault produced in Coelemu, vintage 2014 and 2015:

Table 16: The change in labelling DO laws pre/post April 2015
Pre- April 2015
Post-April 2015

Cinsault, 2014, DO Secano Interior/Coelemu
Cinsault, 2015, DO, Secano Interior/Coelemu – Valle del Itata
OR
Cinsault, 2015, DO Valle del Itata
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Victor Rabanal, President of Itata’s “Red del Vino”, claimed the previous laws were
discriminatory towards traditional varieties, rendering them “wines without names.”
(Rabanal 2016, pers. comm.). The 2015 law change is a significant regional
development, seeing País and Cinsault finally eligible for DO Itata status.

Decreto 46418, states that, “any DO wine may contain up to 25% of any other grape
variety (excluding table grapes) from any other region in the blend, without stating so
on the label.” It also states that “wines with DO certification must be vinified and
packaged within Chile.” (LeyChile, 2016).

The first allowance, along with low grape prices, contributed to Itata becoming a
major source for grapes used to stretch wines from other regions, or as multiregional blends, often Tetrapak wines. This may largely be considered negative, and
detrimental to regional development. The second has allowed grapes sourced in
Itata to be bottled in other regions, and labelled as DO Itata or DO Secano Interior.
This approach has certainly been a positive for external producers, such as Montes
and Undurraga (section 5.3) allowing them to produce wines without having to invest
in local infrastructure. This has helped increase the region’s visibility and profile over
recent years, and while it can be considered a short term positive for producers, the
long term implications are unclear.

18

Decreto 464 translates as “Decree 464”, the original Decree was passed on 26th May 1995
(SAG, 2016).
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7.1.6: Land prices and availability
Inheritance laws have seen properties split between family members over time.
Several interviewees noted that official ownership paperwork is rarely legalised,
which hinders property sales. This was confirmed by DM and RV as a serious issue.
Pedro Parra says, “the trickiest part is to get close to these small farmers. They are
suspicious of anyone from outside, and they certainly don't want to sell their land.”
This opinion seems contradictory, given the history of land sales to forestry and it
highlights the potential complications of land purchase.

DM purchased a 19.5 ha site in the Secano commune of Coelemu in 2014, planted
with old19 dry-farmed Cinsault, Corinto and Moscatel. The estate cost $180,000
including a small winery, currently not in use due to 2010 earthquake damage. DM
consider themselves fortunate, noting that few such sizeable estates exist in the
Secano area. They employed a local to identify potential properties and make
introductory meetings.

19

The average age of the vines is around 80 years old
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Land prices are considerably lower than elsewhere, Maipo Alto vineyards costing
over ten times the price (table 17). DM noted the value for money, when compared
to prices elsewhere, as well as the cost-savings offered by dry-farming.

Table 17: Comparative vineyard prices in Chilean wine regions. Prices are per
hectare in US$20(de Martino 2016, pers. comm.)

Itata (Coelemu)
Maule
Casablanca
Isla de Maipo
Leyda
Maipo Alto

7,000 - 10,000
19,000 - 27,000
36,000 - 46,000
41,000 - 51,000
42,000 - 51,000
70,000 - 87,000

Torres spent two years searching for a large site, search criteria were: climate, water
access, soil type and proximity to tourism. In 2014 they purchased a 230ha
unplanted site in Eastern Itata, near Chillán for $1.7 million ($7,391/ha). As of March
2017, they had invested a further $677,000 in planting. They continue to purchase
grapes and plan to continue doing so in the medium term. Both Torres and DM
confirmed they had not done ROI calculations, stressing the long-term nature of the
investment.

Given the average regional holding is 2.64ha, and only 56 of the 3,625 landowners
own more than 20ha (tables 7 and 8), purchase opportunities of continuous planted

20

Data supplied by de Martino. Exact comparative prices are difficult to replicate as grape
varieties, yields and densities will vary. All prices are for vineyards that are currently planted
and in production. All are irrigated with the exception of Itata which is dry farmed, these
prices include water rights and access.
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estates are limited. Investors looking for large estates may need to look at unplanted
sites in eastern Itata.
Land values may well be considerably cheaper than other regions, which is not
surprising given the comparative lack of name and quality recognition. It is accepted
that businesses need a profitable return at some point, but large-scale investments
in an ‘emerging’ region such as Itata may be best suited to either family owned,
privately held businesses, or businesses with interests elsewhere that will have less
pressure to see short-term ROI.
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7.2: SWOT analysis

The purpose of the SWOT analysis was to identify key issues facing Itata, according
to those within it, including the case studies (section 6.6). Their relevance is
assessed with regards to regional development and investment.

Table 18: SWOT analysis of Itata’s wine industry Below each theme, the proportion
of interviewees and case studies who referenced each topic is noted.

STRENGTHS





Unique heritage and history
(88% of interviewees and three
case studies)
Favourable climatic conditions
(75% of interviewees and three
case studies)
Abundance of old vines
(75% of interviewees and three
case studies)
Soil/Viticulture
(70% of interviewees and three
case studies)

OPPORTUNITIES







Create regional identity
(86% of interviewees and three
case studies)
Positive reviews and market
acceptance
(72% of interviewees and three
case studies)
Grants and state funding
(64% of interviewees ((80% of
growers) and one case studyTorres)
Exploit tourism
(61% of interviewees and three
case studies)

WEAKNESSES






Socio-economics and
scarcity of labour
(86 % of interviewees and
three case studies)
Lack of working cohesion
(84% of interviewees and three
case studies)
Technical deficiency
(82% of interviewees and three
case studies)
Negative perceptions
(82% of interviewees and three
case studies – RV and Torres)

THREATS





Low grape prices
(95% of interviewees and three
case studies)
Commercial forestry
(90% of interviewees and three
case studies)
No regional protection
(61% of interviewees and two
case studies)
Lack of commercialisation
(61% of interviewees and one
case study)
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7.2.1: Strengths

Unique heritage and history



Hector Vergara MS notes, “Itata is less industrial than other Chilean regions,
composed of small vignerons with history, identity and authenticity. There’s a
story that consumers really engage with, specifically in my experience when
hand-selling in restaurants and specialist shops.”



RV comment, “Itata represents the historical heartland of Chile’s wine
industry, it is totally unique, and has a compelling story to tell. This is vital to
marketing these wines to the premium sector.”

Itata is the only Chilean region not dominated by noble French varieties, its history
and culture are distinct, and it is largely fragmented rather than consolidated. This
heritage and history may provide a valid USP and marketing tool if harnessed
correctly, as noted by Vergara. Conversely it must be acknowledged that not all
consumers place value on history or authenticity.

Chile has been accused of being uninspiring by wine commentators such as Atkin
(2002) and Jamie Goode (2013):

One thing that Chile’s wine scene has lacked: boutique wineries. In most
new world countries, it’s the small pioneering wineries that have led… It’s
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hard to be interesting when you are huge, and sometimes Chile’s wines
have been a bit safe and boring.

This makes the Itata story even more relevant, and potentially a positive for the
entire Chilean category.

Favourable climatic conditions



Torres stated that climate change (global warming) was the overriding reason
to invest.



Demy Olmoss believes, “it is only a matter of time before more northern
wineries start looking to Itata and southern regions due to water shortages
and rising temperatures.”



Agronomist Ricardo Merino: “Itata’s climate, rainfall levels and access to
water offer a distinct advantage to cope with climate change and global
warming compared to regions further north.”

It is generally accepted that Itata is better placed to cope with drought conditions and
water shortages compared to other regions. This makes Itata attractive, specifically
for long-term investors. Research by Torres suggests that temperatures in Chile’s
Central Valley could rise by 5C by 2100, with Itata less affected.
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Itata has an average annual rainfall of 1,000mm, over double that of Maipo and
Casablanca (table 19).

Table 19: Average annual rainfall and heat summation in Chilean valleys (Hernandez
& Moreno, 2010)

Limarí
Maipo
Casablanca
Colchagua
Itata

Ave. annual rainfall
(mm)
150
400
450
600
1,000

Ave. heat summation
(degree days)
1,600 - 1,800
1,600 - 1,800
1,350 - 1,500
1,450 - 1,500
1,100 - 1,350

Abundance of old vines



Ricardo Merino believes Itata contains a substantial number of old vines,
some claimed to be over 300 years old, likely amongst the oldest vines in
production in the world.



Max Morales told of five hectares of 140+ year old Malbec vines in San
Rosendo (Bío Bío) identified in 2015, planted amongst other varietals. Preidentification they sold for $0.10/kg, they now sell for over $1.20/kg.



RV believe many other unidentified parcels exist in Itata that offer similar
opportunities for growers and increased marketing opportunity.

As well as positive marketing old vines offer opportunities for genetic research being
pre-phylloxera, productive and largely disease-free. Old vines themselves do not
necessarily guarantee a qualitative advantage, they are also less productive, offering
lower yields. They are predominantly País and Moscatel, relatively obscure varieties
and potentially harder to market.
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Malbec from San Rosendo is an interesting example of old vines and increased
profitability, such developments are considered important for regional development
and awareness. Old vines offer a compelling story that other regions in Chile and
most elsewhere in the world cannot.

Soil/Viticulture



Terroir consultant Pedro Parra claims, “Itata possesses the best terroir in
South America. The potential for soil mapping and subsequent increase in
quality is enormous.”



Viticulturist Ignacio Serra comments, “Itata is largely disease free. There are
few other fruit plantations (table grapes, nectarines etc.) in the valley whose
presence can cause increased disease pressure for vines.”



RV comment, “Dry-farming is key to maximising quality and expression of
terroir, it is also far more socially responsible.’

Parra’s comments regarding terroir must be considered given his expertise. Their
objectivity and validity are questioned as he produces wines from Itata. Whilst RV’s
comments regarding quality are opinion-based, others agree. Craig Hawkins (2015,
pers. comm.) of Testalonga in South Africa states “Dry-farming is key to maximising
quality, irrigation negates site expression.”

Each case study stressed that natural soil, terroir and conditions were a major factor
in investment. Low disease pressure and dry-farming offer cost and labour savings in
the vineyard versus other regions, and may offer qualitative benefits. These
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attributes may be considered attractive for certain investors, especially given climate
change predictions.

7.2.2: Weaknesses
Socio-economics and scarcity of labour



Demy Olmoss explained, “there is a lack of skilled labour at harvest, many
choosing fruit harvesting in northern regions. Migration and forestry have
depleted the workforce, low grape prices also mean low salaries for pickers."



Grower Luis Lagos comments, “the younger generations have all gone to the
cities, there are few opportunities for them here.”



Alejandro Chandía comments, “I know three growers within the past year that
had no option other than replant for forestry, with no family members to
continue working the vineyards.”

An ageing population, rural-urban migration and low grape prices have depleted
labour availability at harvest. Figures show that fruit pickers earn over twice the daily
wage of grape pickers (table 20).

Table 20: Average pickers salaries 2016 (INDAP 2017, pers.comm.)

Grape harvesting in Itata
Grape harvesting in Maipo
Berry harvesting in Maule

Daily average wage
US$24
US$40
US$54
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RV and DM have experienced delayed harvest due to labour shortages. RV now
employ friends to fill the shortfall. Three growers confirmed delays, with one unable
to complete picking in 2017.

Socio-economic grading using the ABC1 system21 highlights the poverty in Itata’s
wine communities (table 21), where a distinct majority are in the lowest income
categories.

Table 21: Socio-economic grading in several wine communities within Itata (Adimark,
2016)

Coelemu
Portezuelo
Ranquil
Treguaco

ABC1

C2

C3

D

E

1%
0%
0%
0%

5%
3%
3%
2%

13%
6%
8%
6%

33%
21%
30%
19%

48%
69%
59%
73%

Investors may need to pay pickers more than the regional average, and potentially
import labour. Steep slopes and bush vines in the Secano Interior prohibit
mechanisation. Unplanted sites in flatter areas, such as the Torres estate, could be
mechanised, reducing labour requirements in the future. Given regional poverty,
associated lack of infrastructure and an ageing population, Itata may be considered
an undesirable location for the younger generation to settle. When considering other
wine regions that have historically suffered similar economic issues, such as

21

Class D: Relates to monthly household income of less than USD$600. Class E: Relates to
monthly household income of less than USD$450
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Swartland or Gredos (Spain), it is largely a young vibrant winemaking community
that has led the regeneration. Both Swartland and Gredos are close to major cities,
Cape Town and Madrid respectively, providing a pool of labour. Distance from
Santiago may be a limiting factor on Itata’s development. The absence of a younger
generation could be one of the bigger threats facing the region.

Lack of working cohesion


Each case study confirmed that building relations with growers takes time due
to mistrust of outsiders.



INDAP acknowledged this has left growers exposed to the spot market, thus
introduced grape collection centres (section 7.1.2).
Octovio Sotomayor, National Director of INDAP comments “this project has
allowed us to deepen the connections between small growers and large
wineries, and promote working together.” (Sotomayor 2017, pers. comm.)

Of those that identified this weakness, 90% believe it to be changing positively and
understood the need for working associations, 80% have joined an association22
over the past three years. Each case study also commented that the situation is
improving due to renewed regional interest. Torres point to the creation of Moscin
(Fair Trade) as a positive example. Importantly, it appears this weakness is being
addressed.

22

Working associations through INDAP, or other organisations, such as shared marketing
groups (EcoParras) or Fair Trade Groups (Moscin).
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Technical deficiency


Demy Olmoss commented that there are few producers with access to cooling
equipment or stainless steel, and few have received formal viticultural or
oenological training.



Patricio Tapia stressed that, “…despite the high quality of many of the wines,
there are still many poorly made, faulty wines that are detrimental to regional
reputation.”

Grower Raul Hinojosa stopped using winery equipment, after becoming reliant on
grape sales after the price rises between 2004-2007. Subsequent efforts to make
wine from the same equipment (photograph 1) resulted in faulty wines.

Photograph 1: Press and open top lagar, Raul Hinojosa (Ranquil)

Despite this weakness, 100% of growers interviewed positively referenced INDAP’s
recent work. They advised 1,438 producers (40% of total official growers) during
2014-2015 on technical matters, at a cost of $692,000. Grants of US$385,000 were
given to 1,610 producers towards equipment to reactivate production (INDAP 2017,
pers. comm.). RV currently vinify within Itata, and confirm that purchase and
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maintenance of winemaking equipment requires lengthy journeys, another limitation
caused by distance from Santiago.

To build a strong wine cluster it is key to improve the quality of local wines. Investors
looking to vinify within Itata may need to import equipment and expertise from
outside the region.

Negative perceptions



Patricio Middleton: “I hadn’t visited Itata until 2014, having always seen it as a
low-quality region with no potential. I couldn’t have been more wrong. These
misconceptions still linger with some Chilean consumers.”



RV highlighted Itata’s marginalization by the lack of DO status for País
and Cinsault until 2015.



Torres noted that being a DO with little quality reputation was an initial
investment risk. They believe the region’s reputation and perception has
greatly improved over the past five years.

Growers claim that Itata has been dismissed throughout the last century as a region
of inferior varieties, antiquated practices, outdated technology and poor quality
wines. They referenced this strongly, pointing to the low economic returns from large
wineries. DM were less concerned about any perceived stigmatization, as export
markets are their primary target (90% of current production), where no negativity
exists.
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All three case studies believe the region’s domestic image has improved due to
increased press coverage, and interest in traditional varieties. Recent DO
changes are encouraging and fundamental for promoting regional identity
(section 7.1.5). Investors should note that these weaknesses largely relate to the
domestic market, and appear to be changing positively.

7.2.3: Opportunities

Create regional identity



Marcelo Retamal, DM’s winemaker notes, “we now need to create a category
for Itata, to drive momentum and fuel the movement of micro-producers that is
starting to emerge.”



Pedro Parra points to VIGNO, a voluntary appellation that acts as a shared
trademark created by twelve Carignan producers in Maule, he believes
VIGNO has created a leap forward in international recognition and increased
returns for growers.



RV are currently developing plans for a group in Itata, similar to Swartland’s
SIP, focussing on production method, bottling in place of origin and a range of
accepted grape varieties.

Lack of working cohesion was identified as a weakness, thus the feasibility of
creating regional identity as an opportunity may be questioned. RV pointed to SIP
and VIGNO which have 25 and 12 members respectively - relatively small numbers
to coordinate - suggesting it is viable.
54

RV, Torres and DM all believe an active presence in the region is fundamental to
driving regional identity, and promoting knowledge exchange to increase
competitiveness. DM state that before purchasing land their commitment to the
region was questioned, being viewed with suspicion. RV also point to the ability to
market jointly, and achieve economies of scale with more associativity. This echoes
the findings of Felzensztein and Deans (2013) showing the benefits of colocation in
developing a cluster that can offer competitive advantages. Research by Malan
(2014) concluded that joint marketing, and specifically SIP, was a major factor in the
Swartlands emergence as South Africa’s wine hub. This could provide a blueprint for
Itata to follow.

Positive reviews and market acceptance


Winemaker Juan Ledesma comments, “today’s sophisticated global
consumers value artisanal wines with less chemical use, wines with
authenticity. Itata has this and the market now seems ready.”



Chilean wine critic Patricio Tapia states, “Itata has many attributes
appreciated by the trendsetters in wine. It is totally unique in Chile, untouched
by modernization and with largely uncontaminated soils. The change over the
past five years has been phenomenal.”

There is increasing interest in Itata from critics. Jancis Robinson MW comments
“…many of the most innovative and exciting Chilean wines are currently being grown
in the south - particularly the Maule region and the Itata valley.” (Robinson, 2017)
and “Itata possesses many features that are now found attractive by modern wine
drinkers.” (Robinson, 2015)
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Luis Guttierez, reporting on Itata for The Wine Advocate states, “The potential is
enormous…There are some of the most amazing granite soils I have seen in my
life.” (Guttierez, 2015).

Positive critical reviews can increase exposure and awareness, and thus be viewed
as an opportunity, although alone they will not transform a regions fortunes. The
opportunity is contextual; there is considerably more positive awareness of the
region now than at any point in recent years. Likewise, there is currently a niche
market of increasingly engaged, high-involvement consumers that did not previously
exist. Modern communication means it is easier than ever to reach and disseminate
such information to interested parties and consumers globally.

Grants and state funding



Viñas Inéditas received a US$125,000 FIA23 grant in 2014 for a project
“Terroir Sonoro” based upon recording and playing music suspended in
barrels of wine, to investigate organolpetic changes. The wines are exported
to the UK with retail prices of over £20 per bottle.



In February 2016, Prochile funded four producers to visit Bogotá; the
producers will open a boutique wineshop in 2017 in Bogotá following the visit.

23

Fundación para la Innovación Agraria – Translates as ‘Foundation for Agrarian
Innovation’. A government agency supporting innovation with grants.
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Grants and funds such as these represent a potentially valuable opportunity for
growers and producers, although those mentioned above are considered niche.
INDAP’s work, along with FIA and ProChile (section 7.1.2), is helping many growers
address technical deficiencies, and positively promoting regional development. The
case studies confirmed they received no direct investment financial aid. Torres noted
that INDAP funds helped Moscin growers achieve Fair Trade accreditation, an
indirect advantage gained from funding. The direct relevance of state funds to
investors is considered limited, however valuable indirect opportunities may exist.

Exploit tourism



MT confirmed the proximity of “Las Termas de Chillán”, a ski/spa resort on the
Chillán volcano as a factor in site selection. Some 90,000 tourists visited the
resort during the winter of 2015 (Fernández, 2015). They intend to attract
tourists, specifically wealthy Brasilians, with a restaurant and ski/wine tourist
packages.



Winery Errazuriz Dominguez have planned a gastronomic tourist route,
combining local food producers and wine tourism. They plan to open a joint
tasting room in Chillán during 2017.

Over one million tourists visited Bío Bío’s ski resorts, national parks and Concepción
in 2015 (Salazar, 2016). Whilst tourism may represent a future opportunity, it must
be questioned as a realistic short-mid term opportunity given Itata’s current lack of
reputation for wine quality and working associativity. During visits to the region, the
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infrastructure, poor condition of roads, lack of signage, hotels and restaurants were
noted, thus much work remains to be done.

7.2.4: Threats

Low grape prices



Justin Decker comments, “low grape prices in the region remain a concern.
Positively, some growers have seen increased returns in recent years.”



Grower and campaigner Yenny Llanos tells, “the prices that growers receive
are miserable. They are systematically manipulated and abused by the
majority of companies who purchase grapes, it is not sustainable.”



Sebastián de Martino believes, “Increasing grape prices is fundamental to the
long term stability of the region. Investors must pay considerably more than
the average, for better grapes and for sustainability”

This was the threat most strongly referenced by interviewees. The partiality of
growers is acknowledged and accepted. Interestingly, each case study also
recognised this as a theat rather than an opportunity. The outlook for the majority of
growers appears weak given current prices. Renewed regional interest has seen
some growers considerably increase revenues and profitability (section 7.1.2). One
can hypothesise that if Itata wines find success on export markets at higher price
points, then grape prices can eventually be expected to increase, creating a virtuous
circle, (dependent of course on producers passing this on to growers). Crucially,
higher grape prices may only be achieved by higher wine prices coming first. This
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indicates that focussing on the mid-premium price bracket on export markets may be
beneficial for growers and long term development.

Commercial forestry



Ex-forestry engineer Manuel Moraga believes; “The biggest single threat to
Itata is forestry. It is an environmental disaster that is just getting worse.”
(Moraga 2016, pers. comm.)



Hector Riquelme states, “forestry plantations are a huge issue, both on a
social and environmental level. The industry is not sufficiently regulated, the
impact of such a monoculture on viticulture is enormous.”

The clear majority of those in Itata’s wine industry feel negatively towards forestry,
and this bias is noted. Several interviewees blamed forestry for rural-urban migration
and increased regional poverty. These comments are opinion-based and could not
be substantiated.

Exactly half the interviewees echoed the comments of Riquelme regarding lack of
regulation, specifically the inadequacy of fire breaks. Email requests were sent to
two forestry companies asking for comments; they did not respond. Each case study
confirmed that forestry and the pulp mill, may be considered a direct environmental
threat. DM tried to replant vines on two hectares of recently logged land, which was
unsuccessful due to soil degradation and acidification. Investors should consider
potential impact of forest fires, degradation and water consumption over the short
and long term and be aware of the conflict between the two industries.
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No regional protection



Grower Felipe Neira: “The old vine heritage in Itata is under threat from grape
prices and forestry. Myself and a group of local producers, are proposing they
be considered a UNESCO World Heritage site.”



Leo Erazo comments, “Protection for the vines would be an advantage for
marketing purposes, as well as safeguarding them for the future. Currently
there is no regulation or protection.”

Given old vines are considered a regional strength, it seems logical they be
protected from uprooting where possible. Australia’s Barossa Old Vine Charter24,
established in 2009, could provide a possible template. Few of the old vines have
official planting records, however, so exact age verification may prove complex.
Currently INIA25 are proposing a research project in Chillán, using fractal
mathematics, to enable accurate age-dating of vines within the region. This could
prove groundbreaking for Itata as well as being of interest for other regions and
industries. Official recognition, age dating and protection could aid regional
development. For investors this could be an important step for regional awareness
and marketing.

24

In 2009, the Barossa Old Vine Charter was instituted to register vineyards by age, so that
older vines could be preserved, retained and promoted. This was to protect the vineyards
and prevent a recurrence of the 1980’s vine pull scheme. (Association, 2016).
25
INIA – Instituto de Investigaciones Agropecuarios. A subsidiary of The Ministry of
Agriculture that works in research and development of the agri-food industry.
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Lack of commercialisation


Pedro Parra comments, “Itata must change from being a valley of grapes to a
valley of wine. Growers need to produce and bottle wine themselves. Then
the key is to successfully market them, help is needed to aid this process.”



Juan Ledesma: “the older generation find marketing and selling wine difficult,
being reliant on the younger generation. More wine fairs, and increased
interest over the past two years, both locally and in Santiago have helped
enormously.”

Inability to sell wine is clearly an issue that needs addressing. INDAP launched the
“Club del Vino Campesinos” to help small growers sell their wines through a series of
national shops in March 2017, and are opening a wine store focussing on local
producers during 2018 in Chillán. Whilst positive for growers and the region, this
weakness is less relevant for potential investors. However, it illustrates the difficulties
of the domestic market, and regional challenges that need to be overcome.

7.2.5 SWOT summary

Three of the identified strengths in this SWOT are viticultural with the other being
cultural, whereas the threats and weaknesses facing the region are largely
economic.

The identified strengths of old vines, heritage and viticultural factors (dry-farming, low
disease pressure and largely uncontaminated soils) offer something that no other
region in Chile can, both viticulturally and from a marketing perspective. This
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heritage story is the antithesis of the modern Chilean industry. These attributes may
appeal to a small, but hitherto elusive consumer category for Chilean wines.

The key is how to balance the economic weaknesses against the region’s strengths.
Addressing the socio-economic and cultural weaknesses are criucial to progressing
regional development. Crucially, the interests of external investors may not always
be aligned with regional development, and may be dependent on the specific nature
of the investment. Itata is a plentiful source of cheap grapes, providing opportunistic
potential, and may allow investors to capitalise on the marketing strengths of the
region. Whilst investors may take an exploitative approach, paying low prices for
grapes, this may alienate growers and cause increased tension between parties.
Fundamentally this may not be sustainable for the investor, grower or region. A
sensitive approach and more symbiotic relationship may pay dividends in the long
run. It is here that regional development becomes aligned with the interests of a
potential investor.

Long-term contracts can ensure strategic grape supply and increases revenues for
growers. Importantly this will benefit investors, through addressing labour availability
and costs. Currently, harvest labour constitutes 47% of total production costs (figure
5). Increased revenues will make these costs more affordable, and ensure grapes
are harvested efficiently and maximise quality.

DM and Torres both purchased grapes before purchasing land, and both believe that
colocation is vital for positive regional change and to form a successful cluster.
Internally, investors can look to capitalise on promoting regional identity, which given
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the suspicion of outsiders would be considerably harder for externally based
companies. Tourism may be a valid future opportunity that could be dependent on
the creation of a strong cluster. Promoting and forming producer associations will
help foster regional identity, leveraging Itata’s cultural and viticultural advantages. In
turn, strong regional identity with a cohesive working structure may help safeguard
Itata’s old vines against the threat of forestry.
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8. Conclusions
Itata’s history and origins have impacted its present both negatively and positively.
Politics and war hindered growth and contributed to fragmentation. Military rule
affected Itata’s wine industry through promoting forestry and causing the economic
crash of 1982. DO laws further marginalised the region and its grape varieties.

Geographically, distance from the capital contributed to Itata’s isolation from the
Central Valley’s vinicultural revolution, limiting innovation, modernisation and
technical advance. The 1939 earthquake directly affected Itata through the
destruction of vineyards, buildings and equipment, and indirectly through the
introduction of Cinsault, which has become an important part of its contemporary
appeal.

Itata’s cultural identity is distinct from other regions. Renewed interest over the past
decade has seen what has long been viewed as negative, now being valued as
positive by certain producers: historic and patrimonial varieties, old unirrigated bush
vines and traditional farming methods. These factors amongst others, have attracted
investment, positive reviews and predictions from wine critics and journalists.

A major research challenge was gathering valid data. This includes the true value of
wine produced, export figures, producer numbers and production figures. Without
these, it is difficult to get a clear regional picture and the true current markets for the
wines. It proved extremely difficult to get data from authorities and differing,
inconclusive and questionable answers were given, statistics often include the wider
Bío Bío valley which further distorts their validity. This limitation means that truly
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informed investment decisions may not be easily made using official statistics. This
learning outcome gives further authority to the primary data gathered from the
interviewees and case studies. Whilst the considerable leap in exports from Bío Bío
over 2012-2013 are considered outside the scope of this research paper, further
research may provide a valuable insight for potential investors in Itata.

The research findings indicate that recent investment has played a significant role in
regional development. Investment (including those purchasing premium grapes) has
led to some growers seeing increased economic returns, and has been the catalyst
for other progressive work, including the formation of the region’s first Fair Trade
Association as well as the work of INDAP, FIA and ProChile. It has also driven
favourable changes in DO laws. The foundations for development have been laid,
yet are still in their infancy. The commitment to the region, through the purchase of
230ha by leading industry stakeholder Torres must be considered positive for future
development and awareness. For these reasons Itata can be considered a more
valid investment proposition now than ever before.

Whilst it is acknowledged that investment in the wine industry is motivated by diverse
and individual reasons, the research findings suggest that long-term investment
potential exists for specific strategic investors. Given predicted climate change and
water shortages, Itata is well placed to cope compared with other regions. Land
prices are currently extremely competitive and dry-farming, which despite lower
yields, may provide cost benefits and qualitative advantages. Despite the failings of
Fundación Chile, findings indicated that potential exists to produce high quality wines
from noble varieties, which increases future opportunities. Itata has a unique cultural
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heritage and intrinsic wine culture, offering marketing opportunities over other
regions. The possibilities of purchasing large planted continuous estates over 20ha
in the Secano regions are limited, however possibilities exist for purchase of large
unplanted estates.

Investors must balance these potential long-term rewards against the short-term
risks. Investing now involves entering a region with internal challenges, including a
lack of strong identity, structure and working cohesion. As such, investment involving
land purchase may currently be best suited to those prepared to take a multigenerational approach to ROI. Colocation would then allow active participation in
driving Itata as a wine cluster, to improve competitiveness and other associated
cluster benefits. Such an investment now may also provide headroom in the long
term for financial gain, in excess of an investment in a more developed, and
therefore more expensive region.

In the short term, current market opportunities are polarised. Grapes are either sold
at low prices, destined to be blended away domestically, or wines are marketed at a
mid-premium market, as shown by the case studies and wineries that have released
Itata wines since 2013. Crucially, this niche market is one that has largely been
resistant to the Chilean wine category, such as specialist shops and fine-dining
restaurants. For this reason, wineries with existing winemaking premises and route
to export markets may be best placed to take advantage. Wines from Itata can add a
distinctive product to their portfolios, and increased access to these specialist
marketing channels. This approach offers the ability to monitor Itata’s progress over
coming years with minimal financial risk and exposure. In this instance, working
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closely and sympathetically with growers is advisable. The development of a strong
mid-premium market and identity for the wines, over a cheaper bulk-led market is
considered positive for regional development, most importantly for potentially
increasing grape prices.

There are fledgling signs of regeneration, yet Itata remains heavily dominated by
forestry and bulk grape sales. If it is to realise the prediction made by Atkin, and be
seen as one of South America’s best regions by 2026 (Atkin, 2016), there is
considerable work to be done. Itata is distinct from any other Chilean region, with a
culturally engaging narrative that is in tune with many of the modern wine world’s
trends. Development may be helped by external interest and investment, yet cannot
be dependent on it. Factors arising from the distance from Santiago, and the socioeconomic situation still need to be overcome. It is often the work of one or two
pioneers within a region that provides the catalyst for the emergence of a strong,
young vibrant wine community that can transform a region’s fortunes, such as Eben
Sadie in the Swartland. A similar opportunity exists within Itata.

The future success of Itata depends upon not just dynamic producers but a
combination of responsible investment alongside an internal revival to create a
successful and cohesive wine cluster.
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10 Appendices
10.1: Approved RPP synopsis

Research Paper Proposal
Submission Form
Student
ID

14635

Submission Date 20.06.2017
Matthew Hemming MW

Name of Advisor:

Proposed Title:
Research Questions
Define the subject of your
Research Paper and specify the
specific research questions you
plan to pursue:
(no more than 200 words)

The Itata region in Chile: how have the region’s origins
impacted its present? An assessment of the opportunities
for development and investment in the region.
A review of the origins of the Itata wine region will
explore their influence on the region today. Qualitative
research and semi-structured interviews with industry
stakeholders and three case studies will be undertaken.
Along with statistics these will be used to create a current
profile of the region, and to explore recent changes and
trends. They will also be used to generate a SWOT
analysis of the Itata proposition.
The proposed project has three stages:
- How has history shaped the Itata region?
- A current profile of Itata to establish:
How the industry is changing.
Current state of the region: production, grape
prices, vineyard ownership, markets.
- A SWOT analysis for the region.
Together, these investigate what are the main
factors to consider for development and investment
in the region.
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Background and Context:
Explain what is currently known
about the topic and address why
this topic requires/offers
opportunities for further
research.
(no more than 200 words)

Itata, located 450km south of Santiago, is one of the oldest
viticultural regions in Chile, established in 1551 by
Spanish colonizers who planted Muscat and Pais vines
collected en route from the Canary Islands. In 1860 80%
of Chilean wine was produced in Itata and Bio Bio. In the
1920s 50% of Chilean wine was produced in Itata alone.
Destruction caused by earthquakes in the 1930s led to
replanting of higher yielding varieties such as Cinsault
and Carignan.
Increasing centralisation, a challenging climate and
unfashionable varietal mix saw other regions further north
take the focus with predominantly Bordelais varietals.
Itata was relegated to becoming a major source of bulk
wines. Lack of investment means bush vines and organic
practices dominate due to prohibitive costs of training and
vineyard treatments. Only about 15% of Itata’s vines are
trained to modern systems and 10% are equipped with
irrigation (Peter Richards MW). Fractured land ownership
means there are over 5,000 growers in the region.
Interest in the region has increased in recent years, with
small producers and large wineries producing Itata wines
to critical acclaim from experts such as Jancis Robinson
MW and Peter Richards MW who states: ‘Itata will in
time emerge to be one of Chile’s key winemaking
regions.’
The region has strengths and weaknesses and also faces
opportunities and threats. These will be investigated, to
assess the opportunities for regional development and
investment.
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Primary research:
Field trip to Chile to carry out meetings/interviews with
Identify the nature of your
industry stakeholders including: Rogue Vine, de Martino,
source materials (official
Concha y Toro, Pandolfi Price, Pedro Parra, Francois
documents, books, articles, other Massoc, Montes, Louis Antonie Luyt, Torres, Patricio
studies, etc.) and give principle
Tapia, Hector Vergara.
sources if appropriate.
Secondary research:
(no more than 150 words)
Chilean trade and consumer journals – Planeta Vino, La
Cav.
Journals – Gonzalo Rojas, University of Chile, Santiago.
UK trade and consumer journals – Drinks Business,
Harpers, Meiningers, Decanter.
Sources:

Books:
Vinas de Itata; Una Historia de Cinco Siglos – Cartes
Montory/Arriagada Cortes.
Wines of Chile – Peter Richards MW
Institutions:
University of Concepcion
ProChile – Government Ministry of Export
Chilean Agricultural Ministry and subsidiaries (SAG,
ODEPA, INIA, INDAP)
Corporacion Chilena de Vino
Research Methodology:
Please detail how you will
identify and gather the material
or information necessary to
answer the research question(s)
and discuss what techniques you
will use to analyse this
information.
(no more than 500 words)

Preliminary background research to identify literature,
primary and secondary sources relating to the proposed
project.
There then follows two stages of research:
Stage 1
Historical research into the origins and subsequent
development of the wine history and culture of Itata
through historical documents, journals and literature
identified during preliminary research. This research sets
the context for stage 2.

Stage 2
A three week field trip to Chile to meet with industry
stakeholders and carry out qualitative research through
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meetings and semi-structured interviews. Three producers
who have invested in Itata have agreed to participate in
the research as case studies, they represent distinct scales
and levels of investment:
- Rogue Vine – a small producer who buys grapes
from growers and vinifies in a third party winery
within Itata.
- De Martino – a large producer who has purchased
land under vine and vinifies outstide of the region.
- Torres – a large producer who has recently
purchased 200 hectares of land in the region to
plant grapes and develop a winery and tourist
centre.
Collation of statistics from relevant bodies regarding Itata
and its recent and current production. This information
will be evaluated to understand changing dynamics within
the region, create a profile of modern Itata and a SWOT
analysis of its wine proposition.
These will highlight the main issues and areas for
consideration for development and investment in Itata.

The research highlights many of the issues affecting Itata
and its current state. It is acknowledged that investment in
the wine industry is done for diverse and individual
Explain how this Research Paper reasons. Therefore this research is considered a useful
will add to the current body of
guide to anybody who may be considering working with
knowledge on this subject.
or investing in the region. The SWOT analysis will
highlight the potential advantages and disadvantages
(no more than 150 words)
facing the region according to those working within it, and
the case studies will provide feedback on recent
investments of differing scales within the region. The
research highlights changing trends, dynamics and
opportunities within the region.
Potential to Contribute to the
Body of Knowledge on Wine:

Proposed Time
Schedule/Programme:
This section should provide a
summary of the time schedule
for the research, analysis and
write-up of the Research Paper
and should indicate approximate

December 2015 – Undergo preliminary research and
planning for field trip to Chile
January 4th – Resubmit proposal.
January/February – Three week field trip to Chile to meet
with producers/growers and conduct primary research.
February – Write up & collate research from field trip
March/April – Write up research and continue any further
necessary research from UK
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dates with key deliverables.

May - Conclusion. Hand in
June - Amendments
June 31st - Submit completed RP to IMW

10.2: Bío Bío & Secano Interior

Chile is comprised of 15 administrative regions, of which Bío Bío is the 8th region.
Itata lies within the 8th region of Bío Bío. The region of Bío Bío is formed of four
provinces; Arauco, Bío Bío, Concepción and Ñuble. The Itata Valley and its four
areas of Chillán, Quillón, Portezuelo and Coelemu all lie within the province of Ñuble.

The Bío Bío Valley lies within the province of Bío Bío. There are 1,400 hectares
planted within Bío Bío Valley. For the purposes of this paper it is considered outside
the scope of the research. As noted within the body of the paper, official statistics for
the administrative 8th region often group the two valleys of Itata and Bío Bío together.

The Secano Interior26 is a specific DO created by Decreto 464 in 1994. It is
exclusively for the grapes Cinsault and País, that come from the dry-farmed inland
areas of Maule and Itata. The area is bordered in the north by the River Mataquito in
Maule, and in the south by the river Bíobío. It was created in 1994, as the two
varieties were generally considered too inferior to qualify for existing DO’s. The
Secano Interior includes the following areas; Rauco, Romeral, Molina, Sagrada

26

Secano Interior – Translates as “Interior drylands”.
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Familia, Talca, Pencahue, San Clemente, San Rafael, San Javier, Villa Alegre,
Parral, Linares, Cauquenes, Chillán, Quillón, Portezuelo, Coelemu and Yumbel.

As noted in section 6.1.5, since 2015 País and Cinsault have been formally
recognised as noble grapes. They can be labelled as either DO Secano Interior
(including area and commune) or DO Itata.

10.3: Interviewees
Álvaro Arriagada
Hector Vergara MS

Manager/Fairs Manager(Brasil/Europe)
-Wines of Chile
Owner - La Vinocrácia

26/01/2016
In person
28/01/2016
In person

Derek Mossman Knapp

Owner - Garage Wine Company

Professor Alejandro
Chandía
Raul Hinojosa

President AGEPVVI/ Owner - Riveras
de Chillán/Professor Enology
Grower - Ranquil

Luis Lagos

Grower - Ranquil

Cristian Lagos

Grower - Guarilihue

Miguel Prado

Owner - Viña Prado

Nancy Valenzuela

Viticulturalist - Viña Prado

Gustavo Riffo
Fernandez
Rudolf Rüesch

Owner - Viña Llomas de Llahuen

Felipe Pincheira

Winemaker - Cavas Submarinas

Fabian Mora

Producer - Portezuelo

Juan Ledesma

Owner - Viñas Inéditas

Patricio Middleton

Managing Director - Cucha Cucha
(Arauco)
Owner - Viña Zaranda

29/01/2016
In person
31/01/2016
In person
01/02/2016
In person
01/02/2016
In person
01/02/2016
In Person
01/02/2016
In person
01/02/2016
In person
01/02/2016
In person
02/02/2016
In person
02/02/2016
In person
02/02/2016
In person
03/02/2016
In person
03/02/2016
In person
03/02/2016
In person

Juan Ignacio Acuña

Owner - Viña Chillan
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Group of 10 growers – Portezuelo

04/02/2016
In person

Professor Ricardo
Merino
Demy Olmoss

Viticulturist/Professor - Universidad de
Concepción
Viticulturist/Professor - Universidad de
Concepción
Project Manager - INDAP

Sandra Ibañez

Director - ProChile Bío Bío

Maximiliano Morales

Project Manager – CORFO. Owner,
Andes Wines

04/02/2016
In person
04/02/2016
In person
04/02/2016
In person
05/02/2016
In person
05/02/2016
In person

Enzo Pandolfi

Owner - Pandolfi Price

Pablo Herrera
Felipe Neira

Winemaker - Santa Berta/Errazuriz
Dominguez
General Manager - Viña de Neira

Lucia Torres

Grower - Guarilihue

Pedro Parra
Justin Decker

Terroir Consultant/Owner - Clos des
Fous
Owner - Rogue Vine

Leo Erazo

Owner/Winemaker - Rogue Vine

Sebastian de Martino

Managing Director - de Martino

Carolina Marquez

Miguel Torres

Fernando Almeda

Miguel Torres

Gonzalo Rojas

Wine Historian - Universidad de Chile

Patricio Tapia

Journalist/Wine Critic

Hector Riquelme

Sommelier/Wine Critic

EcoParras (GROUP
INTERVIEW)
Yenny Llanos,
Patricio Bustos,
Carlos Parra,
Crístian Llanos,
Luciano Parra,
Juan Carlos Llanos,
Eduardo de la Fuente,
Oscar Torres,
Felipe Aravena,
Gustavo Rutio Martinez
Ignacio Serra

06/02/2016
In person
06/02/2016
In person
07/02/2016
In person
07/02/2016
In person
08/02/2016
In person
08/02/2016
In person
08/02/2016
In person
09/02/2016
In person
12/02/2016
SKYPE
12/02/2016
SKYPE
11/02/2016
In person
26/04/2016
In person
26/04/2016
In person
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10.4: Semi-structured interview questions
1.





What do you feel are the main strengths of Itata as a wine producing region?
Perhaps compared to other winemaking regions in Chile or elsewhere?
What gives Itata an advantage over other regions?
What are the USP’s of Itata?
What unique or inherent resources does Itata have that other areas/regions
might not?

2. What do you feel are the main weaknesses of Itata as a wine producing
region?
 What are the issues that most negatively affect the region/yourself?
 What do you think gives other areas advantage over Itata, and what are the
reasons for that?
 What could or should be improved in Itata?

3. What do you feel are the main opportunities for the region/yourself going
forward?
 What are the possibilities for increasing competitiveness?
 Are there any political or government led policies that may provide an
opportunity?
 Are there any current market trends that might provide an opportunity for
Itata?
 Are there any of the weaknesses that might be able to provide an opportunity
if they are eliminated?

4. What do you feel are the main threats facing the region/yourself?




What obstacles does the region/yourself face?
Are there any weaknesses that might threaten the region, or your business?
Are there any political or government led policies that threaten the region?
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10.5: Case study questions
Questions for de Martino and Miguel Torres
1.

When did you first look at Itata?

2.

Why did you first look at Itata?

3.

Grape prices - when you buy grapes in Itata how do/did you decide what to pay
growers?

4.

What are the advantages and disadvantages of investing in Itata over other regions,
both now and looking to the future?

5.

What led the decision to buy land over just purchasing grapes?

6.

Why did you choose the specific area that you purchased land?

7.

What are your plans for the project (grape varieties, development of the site, future
projects)?

8.

How did you find the property/specific site?

9.

What were the biggest complications you faced when purchasing the estate?

10. How much was the investment/purchase of the property?
11. Are the land prices in Itata lower than other areas of Chile? What are your thoughts
on the “value for money” proposition of Itata?
12. Have you done calculations for ROI (Return on investment)?
13. Markets – what are the main markets for the wines, ie domestic versus
international, and price points/current market opportunities?
14. Are there any government incentives available to help you invest in Itata?
15. Where do you see this project in 10 years time?
16. Where do you see Itata in 10/20 years time?
Questions for Rogue Vine
1. When did you first look at Itata?
2. Why did you first look at Itata?
3. Grape prices; when you buy grapes in Itata how do/did you decide what to pay
growers?
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4. Is continuity of grape supply/growers an issue?
5. What are the advantages and disadvantages of working/investing in Itata over other
regions, both now and looking to the future?
6. What led the decision to buy land over just purchasing grapes?
7. Why did you choose the specific area that you purchased land?
8. What are your plans for the project (grape varieties, development of the site, future
projects)?
9. How did you find the property/specific site?
10. What were the biggest complications you faced when purchasing the estate?
11. How much was the investment/purchase of the property?
12. Are the land prices in Itata lower than other areas of Chile? What are your thoughts
on the “value for money” proposition of Itata?
13. Have you done calculations for ROI (Return on investment)?
14. Markets – what are the main markets for the wines, ie domestic versus international,
and price points/current market opportunities?
15. How have you found these markets/distributors?
16. Are there any government incentives available to help you invest in Itata?
17. Where do you see this project in 10 years time?
18. Where do you see Itata in 10/20 years time?
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10.6: Themes/Keywords for SWOT analysis
The following are a list of various keywords and themes that were recurring and were
mentioned by at least five separate interviewees during the interviews.

Strengths:


Natural conditions, soil, terroir, rainfall, climate, weather, water availability, low
disease pressure, naturally organic viticulture, soil potential, old vine heritage,
unique grape varieties, dry-farming, socially responsible farming



History, culture, heritage, the home of Chilean wine, distinct to the rest of
Chile, cultural patrimony, not industrialised

Weaknesses


Lack of associativity, lack of cohesion, fragmentation, mistrust amongst each
other, lack of infrastructure



Low modern technical knowledge, lack of equipment, hygiene issues with
wines, reliance on selling grapes



Poverty, ageing population, forestry has diminished local jobs, rural-urban
migration, low labour availability, high labour costs



Historical issues of stigmatisation, unfavourable historic DO laws,



No economies of scale, distance from Santiago, lack of winemaking
provisions in region, lack of young winemakers
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Opportunities


Renewed interest in the region, acceptance and interest in historic grape
varieties, wine critics approval, increased awareness of Itata, increased press
coverage, increased visits from wine experts



Improved market opportunities, create a premium niche market, sell bulk wine
abroad, new DO laws, different styles of wines – sparkling, fortified, late
harvest



Working associations, regional identity, old vine heritage, natural wine
movement,



Tourism, ski resorts, gastro-tourism, restaurants, wine shops



Grants through government, Fair Trade, technical help from government
initiatives, organic certifications

Threats


Forestry plantations, monocultures, environmental degradation, forest fires,
loss of native forests, no regulation of forestry, government favouring forestry
industry



Low grape prices, exploitation by many large wineries, no regulation of grape
prices, no protection of wine culture, no protection of old vines



Poor wines, little local market for the wines, limited domestic market, little
commercialisation help, Unsympathetic investment in the region
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