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Abstract Results
We Investigate the impact of media advertising on the US consumption of imported wine. Panel data from six 9-9 936937 * Own-price elasticities: Our average own-price elasticity of import
countries over fifteen years (1994 to 2008) are used to estimate an aggregate demand function for US wine 9.0 s 86 s wine 1s -0.861, which iIs in line with previously reported own-price
Imports. Our empirical analysis reveals evidence of important effects of advertising of domestic and imported 8.59 elasticities of wine demand of -0.67 (Nelson, 1999), -0.55 (Pompelli
wines on imported quantities; the advertising of imported wines significantly increases the quantity of imports 5= s and Hein,1991) and -0.60 for red wine imports (Seale et al., 2003).
for most countries while the advertising of domestic wines has a mixed effect on imported wine volumes. *% 8.0 |
Other determinants such as price and real income are also found significant e _ o 7.62 .83 * Cross-price elasticities: All cross price elasticities are positive
» 7.21_7.22[ Indicating that domestic (U.S.) wine Is a substitute for import wines.
Introduction £ 70 £93
. e * Own-advertising elasticities: The size of the average elasticity of
Consumption: | | o | | | fPercgnt imports own advertising (0.08) is similar in magnitude to other reported
* Wine consumptlon_lnthe Unlt_ed st_ates was 9.4 litres per c_apltaln 2008, up 42_% since 1994 (Fig.1) 6.0t 138 4R AN 1B 0E 162 1821190210 22 B a0 B 2 237 ea0 6.2 advertising elasticities of domestic wine demand: 0.07 by Nelson
* The proportion _of _|mporte(_j wines increased fr_om 12.9% (in 1994) to 26._2% _(|n 2008) 2 (1999) and 0.08 by Franke and Wilcox (1987).
* Annual growth in imports Is more than three times the growth of domestic wines. 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
. G_eographical Qrigin of Imports has also changed_. From 1994-08, _I\Iew World wines (e.g. Australian wine and | | | | | | « Cross- advertising elasticities: Advertising by U.S. wine producers
Chll_ean wines increased from 14% to 28%) while Old World wines decreased (France, Italy, Portugal and Fig. 1. US wine consumption and percent imports (liters/capita) generates positive spillover effects for Australia and Chilean wines but
Spain fell from 74% to 55%). depresses demand for wines made in Portugal, Spain and ROW.
Advertising: 150 _
» To capture market share in the U.S., countries seek to inform consumers and differentiate their wines. 140 - Conclusions
*The import share of total media advertising has averaged some 40% since 2000 (Fig.2). _ ]gg | + Foreign wines are taking an increasing portion of the rapidly
| | N o | = 110 - growing U.S. bottled wine market.
Purpose: TO- |n-VeSt!gate the eﬁe(?t -Of adverUSlng on er!e Imports. In d0|n_g SO, We. | | S 90 - Domestic e \We investigate how domestic (US) wine sales are impacted by both
» seek to distinguish the advertising effects of domestically produced wine from that of imported wine “‘%’ 80 - the foreign and domestic advertising expenditures.
* statistically estimate a U.S. wine import demand function of which both foreign and domestic advertising S gg ] » Using nominal panel data (1994-2008) we estimate a system of
expenditures are arguments 5 50 - dynamic equations of wine imports into the U.S. market.
S o0 orted » Advertising of imported wines significantly increases the quantity of
Empirical Framework = 20 - Imports for all countries (except Italy and Portugal). |
o » Domestic advertising generates positive spillovers for wines
Data: P D B D D D S D D B QS imported from Australia and Chile but has the expected negative
» Panel data for the period 1994-2008 NN N N S N Y Y Y Y A A effect for wines from Portugal, Spain and the rest of the world.
* Annual volume of wine from the seven largest exporting countries to the U.S. (France, Italy, Spain, Portugal, C o W dia advertie: it . o « QOur average own-advertising elasticity estimate is similar in size to
Australia, Chile and the ROW) 9.2 TTIne Media scvertising sxpendiitres by orign previously reported advertising elasticities for domestic wines.
* U.S. imports, GDP, population data from WINEFACTS; Media advertising expenditures (branded and generic)
from IMPACT DATABANK
Table 1. Price, income and advertising elasticity estimates of import wine
e v © e ® ©6 ©® 0 eerenee
» We consider the following empirical model for wine imports: . . . Franke G. and G. B. Wilcox (1987) Alcoholic Beverage Advertising
VARIABLES Australia _ Chile France ltaly Portugal _Spain ROW and Consumption In the United States, 1964-1984, Journal of
Iog(Mit) — bio+bi1*log(Mit-l)+b iZ*IOg(ADMit)+bi3*|Og(ADDit)+bi4*|Og(PMit)+bi5*log(PDit) +bi6*log(GDPit)+ eit Log (Mt-l) 0.244** -0.0373 0.202 0.815*** (0.663*** (.840*** (.481*** Advertising 161 22-30. | _

o o _ _ _ _ Gallet, C.A. (2007) The Demand for Alcohol: A Meta-Analysis of
where, i indexes the country of origin of the imported wine, t indexes the year of imports. M measures the per (0.108) ~ (0.102) — (0.222) ~ (0.181) ~ (0.241)  (0.0663) ~ (0.140) Flasticities, Australian Journal of Agricultural and Resource
capita volume of wine imports into the US, ADM represents per capita foreign advertising expenditures of Log (PM) -2.rar= -0.185 -0.168 “0.020%% -0.366"  -1.123%%% -0.776™** Economics’51, 121-135.

Imported wine, ADD Is per capita advertising expenditure of domestically produced wine, PM and PD are, ' 0a(PD gofii@** go'gllf’gi)** go(')lgéll?** (()0'218262) 80917813,’2 (10116%)* ((1)(1)221* Nelson, J.P. (1999) Broadcast Advertising and U.S. Demand for
respectively, the price of imported and locally produced wine and GDP is the per capita gross domestic product 0g(PD) ((') 409) ((') 124) ((') 648) ((') 523) ((') 578) ((') 561) (O' 411) Alcoholic Beverages, Southern Economic Journal 65, 774-790.
of the US. The US consumer price index Is used to deflate the nominal values of the price, advertising and GDP Log(ADM) O.i37*** 0.6287* O.i2 [ _0:00225 0_60399 O.él?** 0.6566*** Pompelli, G. K. angl Hein, D. (1991)_ Discrete/Continuous Cor_msumer
(0.0179)  (0.0164)  (0.0434)  (0.0357) (0.0242)  (0.0954)  (0.0185) Demand Cho_lces: | An application to the U_.S. Dome_stlc and
Log (ADD) 0 458%** (0.133**  -0.118 -0.0989 -0.190%** -0.187* -0 3§*** Importe(_JI White Wine Markets, European Review of Agricultural
Estimation Procedure: (0.0835)  (0.0597) (0.0922) (0.0881) (0.0435) (0.102)  (0.117) Economics 82, 117-130. |
* We estimate a system of individual (country) regressions instead of a panel data model in order to distinguish Log (GDP) -1.253**  1,126***  -1.255*** (,959 -0.212 0.821**  4.006*** Seale, J.L., M. Marchant, and A. Basso (2003)_|lﬂﬂ|001ftS versus Domestic
the price and advertising elasticities among countries (0.568)  (0.339)  (0.464)  (0.649)  (0.284)  (0.321)  (0.728) Production: A Demand System Analysis of the U.S. Red Wine
 Using lagged values of the exogenous variables as 1dentifying instruments for the lagged dependent variable, Constant 10.53* -18.37***  7.934**  -10.17 -0.715 -0.105***  -39.68*** Market, Review of Agrlculturgl =conomics 2, 187'202.'
an 1V approach is employed to obtain consistent parameter estimates. (5.690) (3.180) (3.317) (6.376) (3.423) (2.992) (7.566) WINEFACTS. (2(.)07) (_3Ioba| Wine Statistical _Compendlum, 1961-
» A granger causality test failed to reject the null that imports (M) do not cause advertising (ADD and ADM). An R-squared 0.991 0.910 0.857 0.978 0.897 0.994 0.977 2005. Australian Wine and Brandy Corporation (AWBC).
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