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Summary

This case study analyses the red wine local value chain of the Valais canton in
Switzerland. The Valais is the first producer of wine of the country being
characterized by more than 50 different varieties cultivated. The wine sector in
Valais is composed by three main stakeholder groups: grape producers,
winemakers and cellar men. Cellar men commercialize less than 15% of the
volumes produced whereas the cooperative and traders buy 79% of grape
produced and commercialize 85.5% of the volumes produced. As this study
focuses only on a local chain, stakeholders interviewed concern especially grape
growers/winemakers who commercialize their own wine directly at the cellar or to
restaurants in very short supply chains. Semi-structured interviews have been
completed with 26 stakeholders in order to collect primary data regarding 19
indicators extrapolated from 8 attributes. 12 indicators of 19 obtained a
performance score higher than 50%. Results suggest that at the environmental
level, more efforts are required to reduce GHG emissions linked to packaging
and wine transportation and to better use the resources available such as water.
At the soci al l evel, the empl oyeesd
number of black seasonal contracts. However, the high wages generated show
high value retention at the production stage. At the health level, more
international standards could be applied helping the entrance of these local wines
into the international markets. The comparison with the French global value chain
will be done in the comparative report.
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1 Introduction

The #7AGlI obal and | ocal food assesshasedt : a
approacho (GLAMUR) project has forvalgeoal t o
chains in different sectors and European countries. This report refers to the task
36ACase st udiokthe pmjecp oonsistng in the analysis of the local

Swiss red wine value chain. The ultimate aim is to compare this wine value chain

with the global value chain in France using the GLAMUR methods. The team

involved in this part of the study (local wine) is the FiBL (Swiss team)
collaborating with INRA Montpellier (French team), for this further comparison.

1.1 Structure of the report

The report is structured in seven main parts: Chapter one introduces the Swiss
wine sector as well as both local and global value chains. Chapter two provides
practical information on the case study declined into: (i) the explanation of how
the chains were selected, (ii) the global-local main issues emerging in the value
chains, (iii) the system boundaries, characteristics and mapping including the
scope of the analysis, and the (iv) the critical issues refined from the previous
reports (quickscan). Chapter three presents the design of the research questions,
the attributes selection procedure and the indicators construction process
together with the methods of selection applied and a synoptic table linking
attribute, indicators, research questions and methods of data collection. Chapter
four goes on by presenting the final list of indicators, their calculation and the
methods used to collect the data. Our results are presented in chapter five and
they are discussed and analysed in detail in chapter six. We conclude this report
in chapter seven and more information is available in the attached annexes.

1.2 Introduction to the Swiss wine sector
The first traces of viticulture in Switzerland date back to the Roman era.

Afterwards, viticulture was practiced in the middle Ages and modern times as
horticulture. Changes took place between the mid-eighteenth century and the
mid-nineteenth (Agricultural Revolution) causing a rise in yields followed by a

drastic reduction in early 1880 caused by the Phylloxera crisis and the decrease

of surface area dedicated to wine making (Ludi , 2013).

Unt i | the early 19806s, the Swiss publ i c
production for the wine, which resulted in relatively low-quality and cheap wines.

However, changing consumption trends and global oversupply of wine drove the

price down too low. This difficult situation forced the sector to change for lower
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quantities and higher quality, by reducing the yields. Rising costs of subsidies to
keep this level of production were not seen as strategic and worth it anymore
(they dated back to the Second World War). Agreements start to appear at the
canton level, to allow areas to be associated with quality wines, by restrictions on
the vyields in Genéve in 1988, followed by Valais in 1990, before all wine-
producing cantons. The first wine AOC are in the continuity of these rules and
start appearing after 1992 and a federal resolution. From then on, the Swiss wine
sector leaves low-quality and starts to produce some of the highest quality in
Europe (Boisseaux & Barjolle, 2004).

In 2012, the viticulture surface in Switzerlandover | ai d 146920 hectare
surface destined for white variety was around 6820 ha (42%) while red varieties
0 C Cc u p i6@ca (8830). The distribution of wine production in Switzerland is
unequal, being especially present in the south-west part of the country (see
Figure 16, Annex 9.1). Indeed, the largest vineyard area in Switzerland is
represented by the Canton of Valais with 4976 ha of grape cultivation followed by
the Canton Vaud with 3784 ha, the Canton of Geneva with 1435 ha and Canton
of Ticino with 1076 ha. In the Germanic part of the country, this sector does not
represent extended surfaces compared to the French-speaking regions: the
Canton of Zurich has 611 ha, the Canton of Schaffhausen 482 ha and the
Canton of Grisons 452 ha (OFAG, 2014).

The most representative varieties cultivated to produce white wines are: the
Amigne, the Arvine, the Chardonnay, the Chasselas, the Pinot Blanc, the Pinot
Gris, the Sauvignon Blanc, and the Sylvaner. Concerning red wines, the most
representative varieties are: the Cabernet Franc, the Cabernet Sauvignon, the
Pinot Noir, the Merlot, the Gamay and the Syrah. Regarding the cultivated
vineyard surfaces, the most produced varieties are the Pinot Noir followed by the
Chasselas and the Gamay (Spring & Dupraz, 2011).

The country presents both white and red autochthon varieties. In the white
category, these varieties are: the Ermitage, the Humagne Blanche, the Petite
Arvine, the Savagnin Blanc (or Paien). Regarding red wines, autochthon varieties
are represented by the Cornalin, the Diolinoir and the Humagne Rouge (Spring &
Dupraz, 2011).

In contrast with the high number of varieties cultivated, wine production in
Switzerland is decreasing since 1985 (see Figure 17, Annex 9.1). In 2013, the
total Swiss production was 839.6 thousands of hectolitres (OFAG, 2014) (see
Figure 18, Annex 9.1) against the 1352 thousands of hectolitres produced 28
years before.

SEVENTH FRAMEWORK
PROGRAMME
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Moreover, exportations in 2010 represented only 1.9% of the whole production
(OFAG, 2011). At the same time, the indigene production does not cover the
consumption demand, thus importations have always been essential in covering
the 62% of the demand in 2010 (OFAG, 2011). Thus, Switzerland imports wines
coming from important producing countries in term of quantity and value such as
Italy and France. Swiss wine exports, which are one hundred times lower than its
imports, interest mainly the German and French markets (AGIR, 2013) (see
Figure 19, Annex 9.1).

Therefore, Swiss wine production is essentially focalised on indigene
consumption. This is specifically the case of white wines, which are mostly
consumed by Swiss customers (see Figure 20, Annex 9.1) (OFAG, 2013). ltis
said that the Swiss wine market is fittle but mature and sophisticated (Catry,
2009).

The Swiss wine value chain under study is limited to the grape production coming
from the Valais Canton in Switzerland. This canton is the biggest Swiss producer
in terms of hectolitres (377'047 hectolitres produced in 2012) (OFAG, 2013). This
zone is characterised as producing mainly red grape varieties together with the
willingness to continue producing original varieties such as Arvine, Amigne,
Heida, Cornalin and Humagne.

Therefore, the canton is characterised by a significant grape variety: more than
40 varieties are authorized to entry in the AOC/PDO scheme jointly with 10 other
varieties coming from the south of Europe that can be used to produce second-
class wines (Laesslé, 2012).

Concerning the number and type of actors of this value chain, it is important to
highlight the i mpressive proportion of wvery
owner s. 136000 are operators c emofpssiscnalng t wo
operators (94%) cultivating 30% of the cantonal vineyards with an average
surface of 0.17 ha (Catry, 2009) and the professional operators (6%) cultivating
the 70% of the cantonal vineyards with an average surface of 3.4 ha. In the latter
group, 17 of the most important operators cultivate 10% of the cantonal vineyard
within an average surface of 30 ha. Within the professional operators group, 29%
are grape growers and 23% are poly-farmers. Both deliver the raw material
(grapes) to other key actors: the winemakers and cellar men (representing the
33% of the professionals operators) working together with retailers such as wine
shops and restaurants (representing 16% of the professionals operators) to
valorise the final product (see Figure 21, Annex 9.1) (Catry, 2009).

SEVENTH FRAMEWORK
PROGRAMME
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2 Context of the case study

This chapter will present first the criteria of distinction between the local and the
global chains in the wine sector and then the two chains selected in detail.

2.1 Selection of the case studies

The fAlocal 6 and fAgl obal 06 wi naccodiadtautke4dc hai ns
distinction criteria quoted in the GLAMUR theoretical framework:
1. The physical / geographical distance between production and
consumption
2. The type of governance and organization of the value chain (degree of
contr ol of Al ocal actorso and fAgl obal act
3. The kind of resources, knowledge and technologies employed
4. The way value chain actors shape product identity with regard to the
reference to the territory of production for food plays a relevant role or not.

For the Swiss wine sector, the first criterion is valid due to the fact that wines
issued from local wine value chains are produced and consumed only at regional
or national levels. In contrast, global wine value chains are characterized by
productions issued in determinate sites but consumption reaching other countries
and continents. Thus, high distances between these two steps are found and
supported by high volumes of exports, meaning that the consumption step can be
established abroad.

The second criterion is also useful because the degree of control possessed by
local actors is higher than the degree showed by global actors. Hence, the local
wine value chain in Switzerland is characterized by actors who in many cases
control the whole value chain by producing, bottling and commercializing the final
products themselves. Actors working in the global wine value chain do not
possess this flexibility in taking decisions due to the fact that regulations and
decisions are taken by organizations and/or cooperatives and not by single
producers.

The third criterion is not entirely helpful to distinguish local wine value chains
from global ones because nowadays for this sector resources, knowledge and
technologies used by both value chains are quite similar: indeed the inputs as
well as the varieties and the machineries used do not differ significantly.
However, some varieties are autochthon and thus can be associated with local
value chains as it occurs in Switzerland.

10
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Those varieties possess a strong linkage with their respective territories allowing
achieving final products with a particular identity (criterion 4). It is important to
highlight the efforts made by concerned actors in order to maintain and promote
these identities. Their overarching goal is indeed to promote high quality products
rather than using notoriety of varieties purely to increase prices. In global value
chains, the product identity seems to be used mainly as a marketing tool.
In summary, from the 4 interrelated axes cited above, the physical/ geographical
distances between steps and actors and the kind of resources used such as the
grape variety (local or generic) have been taken into account when selecting the
case studies.
Nevertheless, other specific characteristics have been identified to distinguish
both local and global value chains for the wine sector. These are:

5. The mode of handling (bottle or bulk)

6. The mode of selling (direct sales or supermarkets)

7. The number of intermediaries in the chains

8. The volumes of production

SEVENTH FRAMEWORK
PROGRAMME

Concerning the mode of handling of the final product, bulks are mainly used by
global value chains producing high volumes. Indeed the function of bulks is to sell
more volumes of wine at lower prices saving the cost of transportation of other
containers such as bottles. This has for effect to mitigate CO, emissions as well
(Observatoire Viticole, 2010). On the contrary, bottles are mainly used to give
value to wines associated to a particular area, meaning that their function is also
to shape the identity of the product.

In the case of Swiss and French wine, the mode of selling can also reflect the
localness or globalness of value chains: direct sales are used by local value
chains as a tool to build loyalty and create personal contacts with customers,
whereas in global value chains there is no such commitment.

The number of intermediaries also determines a higher degree of globalness or
localness of valuec hai ns: more than 1006000 peopl e &
part of the French global value chain located in the Languedoc-Roussillon region
(Ministére de l'agriculture, 2013) whereas in Switzerland, the local wine value
chain counts a smaller number and type of actors (13.300 operators) including
grape producers who are also wine makers and cellar men at the same time.

The volumes of production also allow differentiating both global and local value
chains: more than 300 million litres are produced in the Languedoc region in
France (INTER OC, 2011) whereas in the Valais canton only 4.1 million litres are
produced (Office de la viticulture, 2013).

11
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Table 1 below shows the World Food Supply Chain (WFSC) framework in which
it is possible to localise physically each step of the local value chain further
analysed in the next chapters.

Table 1 Local value chain in Valais using the WFSC framework (World Food
System Center , 2013, adapted).

Spatial Scale Production inputs Agricultural Production  Primary processing Secondary processing Distribution Retailing Consumption
wine shops
Water restaurants
Land S cooperative
Local grape cultivation I
cellars
0
Machineries > n
Equipment 08
. quip o= S
Regional 3 £
gc u
2 2 Supermakets, m
©3 SUPEEY | restaurants
= ket e
Machineries platforms r
National Electricity
S
industrial electricity
Input
Machineries companies Corks
Workers Bottles
Continental  Inputs (foots
vine, fertilizers,
additives)
Fuel
Global

www.glamur.eu 12
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2.2 Global-local issues in the value-chain

This sub-section discusses the main issues related to local and global value
chains. These issues were identified starting from WP2 and the scoping and
framing of the Swiss wine sector. A few preliminary interviews were conducted
and extended media review completed the analysis. The critical issues concern
the marketing management, the availability of information for customers and the
environmental impacts connected.

Concerning the marketing, both value chains have opposite strategies: the local
value chain targets high quality products whereas the global value chain applies
basically a strategy based on competitive prices and high volumes of production.
Due to the saturation of the Swiss internal market, the local value chain wants to
position its products around 15 euros/bottle, being helped by the notoriety and a
favourable image of its products.

This strategy is also feasible thanks to the type of consumers purchasing these
products: these are mainly Swiss clients receptive to a product differentiated
based on quality (Catry, 2009). Catry (2009) concluded that in order to justify
such strategy, an amelioration of the book of specification for PDO Valais wine is
suitable. Nowadays, this debate is oriented to the creation of a new label (Label
Marque Valais) for wines produced from authentic grape varieties characterized
by limited production and tolerance of mixing with other wines to only 5%. Other
wines known as “creative" and cited as "basic AOC" could use oenological
internationally recognized instruments, such as mixing or using the MCR
(rectified concentrat ed preferernceds,andttooplacae et co
Valais wines at the same level that their competitors (Thomas, 2014a).

The adherence of the whole supply chain to this marketing strategy is
conceivable at | ong term. However, nowadays
men i s to obt ayalty inordes to sethlottlés produced under non-
optimal climatic conditions (Laesslé, 2012).

The upstream part of the local supply chain generally practices environmentally-
friendly approaches to preserve the environment; nevertheless, at the bottling
level, it relies principally on glass bottle production as a vehicle to sell the final
product. This strategy has negative consequences for the environment because
of the pollutants produced during the process. Moreover, the recycling is highly

13



” Global and local food asessment: a MUItidimensional
performance-based approach

SEVENTH FRAMEWORK
PROGRAMME

energy-demanding. Some producers started to use washed and/or recycled
and/or light bottles. However a complete shift of thought is necessary to join the
strategy based on Bag in Box (BIB) packaging acquired by the global value
chain. Moreover the transport of individual bottles is much less efficient and
pollutes more by unit and kilometre compared to bulk transportation.

Concerning the local value chain, one significant difference is the introduction of
quotas of grape production per m? as a tool to regulate the quantity and quality of
grapes produced. Each year, the Inter-profession (IVV) establishes it, reducing
the threshold when they consider it appropriate. The decrease of the threshold is
not well accepted by producers because a decrease in the quotas means a net
loss of income per square meter (Laesslé, 2012).

In addition, the final product in the local value chain possesses a Protected
Designation of Origin (PDO or AOC) whereas the global product shows a
Protected Geographical Indication (PGI), illustrating different normative
frameworks. The former is based on a tight link between the raw material, the
final product, and the territory it is produced, with a limited geographical zone;
while the latter is based on the production or notoriety or raw material used,
associated to a determinate area.

In general terms, Swiss legislation varies from the EU: for example, the latter
transferred to the wine makers groups the task of being organized under a PDO
or IGP syndicates whereas in Switzerland, all decisions are taken by the cantons.
Therefore, in France exists the consumption service that consumers can contact
in case of recrimination (Thomas, 2014b).

Syndicated must control the quality of the raw material analysing also exported
bottles. Afterwards, they compare these samples with those obtained from the
original cellar verifying if the same wine can be found in national supermarkets. In
Switzerland no legislations concerns such control because of the small volumes
exported (Thomas, 2014b).

14
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2.3 System boundaries, characteristics and mapping

According to the following figure, Val ai s6 vineyards are spr e
municipalities (Figure 1, in green), where vineyards are occupying hillsides from
450 to 800 m of altitude.
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: ‘ l:;sanne ‘\\ luich  ¢®
Port-Valais \ ills A ; \
i e o Vilevillage viicole
\ \ == Chemin du vignoble
Wiy * Site & découvrir
CransMontana e 'y ¢ “oafd ™ CnaeN vk AX07° & VN ants. .
Vionnaz o Station touristique P — -~ - - g
) A du Rhéne AQ Chermignone . Juimann v Cho’eou
— fe du f - . ¥
Collombey- Y\ o e Ayenr.LeﬂS. fz Ergisch isp Stockalper
Muraz ¢ \\ el Valere ef Tourbillon . Grimisuat 7 Zeneggens,
\ e L .
Monthey” \ Conthey S0%52 * Gréne s Vercorin Visperterminen
Stléonard Stalden o .
Troistorrents o Ry Lac sovterain Embd e Staldenried It
.... L Vexe
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o *Veysonnaz
] Nendaz
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Figure 1 Valais vineyard distribution in the canton (IVV, 2010)

The climate of this area is favourable to the grapes grown. The surrounding
mountains i mpede the rains from coming and
allows drying the grapes, increasing their maturation and concentrating their

sugar. Indeed, the Valais canton is the driest Swiss canton with 2100 hours of

sunlight per year. The other important climatic phenomenon is the thermic

contrast between warm days and fresh nights, improving at the end of the
grapeso6 maturation cycl e ardmas (v goad).exi ty and
Concerning the red wine value chain, it is composed of three main steps: the

production of grapes by grape growers, their transformation into wine by wine

makers, cellar men and cooperatives and their sale through several businesses

(Figure 2, below).
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Figure 2 Flowchart of the Valais wine value chain (Etat du Valais, 2006).

In detail, 21% of the grape cultivated is sold to wine makers and cellar men
producing only bottles and commercializing about 14.5% of the whole wine
production. The majority of grape growers (59%) sell the grapes to enterprises
whereas the remaining 20% sell them directly to the cooperative. The enterprises
and the cooperative commercialize together about 85.5% of the whole wine
production selling both bottles and bulks. The commercialization then reaches
the market by big distributors such as supermarkets (33%), hotels-restaurants-
cafes (HORECA) (33%), direct sales (22%) and other shops (12%) (Etat du
Valais, 2006).

Other more "peripheral® actors do exist, having an important role in the
construction of the resource dynamics: These actors are represented by
cooperatives, research institutions, administrative-political actors and inter-
professions (Laesslé, 2012).

The local wine value chain studied for the case study includes grape growers
who are also wine makers and cellar men at the same time, selling the final
product directly from their cellar or to wine shops and restaurants. Regarding the
upstream part of the chain, inputs come from the region (water, land) but also
Europe (workers, machines, fertilizers) and the world (fuel) whereas the
downstream part is essentially composed of local and Swiss consumers (Figure
3).

www.glamur.eu 16
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Figure 3 Flowchart of the Swiss local wine value chain.

Consumers

This chain is represented by a red wine from Languedoc region exported to
Switzerland (Figure 4). This decision was taken due to the high number of actors,
relationships but also high volumes of production and sales that characterize this
supply chain. Indeed, the Languedoc-Roussillon vineyard is the biggest French
exporter abroad selling to Switzerland al mo s t 10006500 hect
Moreover, Switzerland is among the first ten importers of still wines (PDO and
PGI) coming from Languedoc-Roussillon. We have identified operators playing
major roles in the global chain in France and Switzerland. The French team
identified in the global chain two subcategories:

U Wine sold in bulk by cooperatives and unions of cooperatives, and
imported by wholesalers and distributors from Switzerland. These
wines are produced by grape grower members of the cooperative. The
wine is sold in bulks to French and Swiss traders, wholesalers and
bottlers (e.g. GCF group, Bataillard, Scherer & Buhler or Haecky
Gruppe). These importers provide other wholesalers not specialized in
wine, like retailers and supermarkets. The wines sold by the latter
present in the label a geographical indication (DOP or IGP) or the label
Avin de Franceo.

U The export market specialized in bottled wine mobilizes other
operators within the global chain. Bottled wine is thus sold on the
global market by big wine estates and small cooperatives. Production

strategy enhances the qualit y i mage and t hteroird |

identified by DOP wines, vine varieties PGI and mentioning the name
of the producer. Swiss operators provide specialized stores and
restaurants.

This global wine chain is reported by the French INRA team and will be
compared to the local Swiss chain during WP4.
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Figure 4 Flowchart of the French global wine supply chain

The scope of the study is delimited from agricultural inputs to consumption. The
main steps studied are agricultural production (grape production), primary and
secondary processing (wine production). Bottling, retailing and consumption or
exportation will also be taken into account. Figure 5 below shows a simplified
wine chain in Switzerland and the steps that we integrated in this study.

Switzerland and Abroad Switzerland Switzerland

—

puts incl. fertilizers,
pesticides, machinery,
equipment

~ ™

— A _

Figure 5 Wi ne supply chainés scope of the study.

Val ai sd6 wines are classified in three <catec
grapes and the quantity harvested. Category | includes grapes allowing the

el aboration of PDO wines; the category 11 ir
payso (VDPQataengdortyhel I | includes the grapes

(VDT) (Le Conseil d'Etat du canton du Valais, 2004).

To distinguish the first category, the canton applies fuantitative limits of
productiono(QLP): hence, to produce PDO wines the maximal quantity harvested
per square meter can be 1,2Kg/m? whereas for the VDP the maximal quantity
harvested per square meter can be 1,6 Kg/ m? (Le Conseil d'Etat du canton du
Valais, 2004).

The Inter-profession can reduce these limits of production even more according
to annual cantonal production. The lower QLPs for category | wines should
guarantee a higher quality of the wine sold under the cantonal PDO and protect
the cantonal strategy to focus on quality in marketing.
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It is forbidden to mix the PDO, VDP and VDT wine with different grapes, musts or
wines with a different origin or provenance, or foreign wines. The addition of a
limited percentage of grapes, musts or wine of the canton coming from other
grape varieties is allowed to a maximum of 15%. For PDO wines, mixing must be
done only with other PDO grapes, musts or {LaCoaseilsdiEtatwlu
canton du Valais, 2004). Concerning the labelling, several rules have to be
applied. For PDO wines it is compulsory to indicate the protected denomination
of origin. Regarding the procedure of wine-making, it may differ a little between
winemakers but these few steps are systematic for the red wine from Valais (see
Figure 6 below). After grapes (1) being harvested (2), the grapes are pressed
and the juice remains in contact with the skin (maceration) which gives the
product its colour and some important aromatic components (3). This process is
usually accelerated by stirring. The resulting must is then fermented by yeast (4).
The production of CO2 resulting from this is allowed to get out of the tank and the
general temperature of the process is controlled. Afterwards, the malolactic
fermentation (6), which is done by bacteria, reduces the acidity of the wine. The
wine is (7) cleared and stabilized through physical and chemical processes
(including addition of sulphites within the limits of the PDO) before aging in oak
barrels (8). The blending (9) of different wines is limited by the PDO and must
consist of wines produced in the Valais region. The wine is finally filtered, bottled
(10) and cellared (11) before being eventually sold (12).

Figure 6 Wine making process. Adapted from (Gallien, 2011)
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