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RESEARCH PAPER

Institutional design matters: institutional causes of the Brazilian
wine industry’s poor performance

Daniel D. Guedes* and Andy Hira

Department of Political Science, Simon Fraser University, Burnaby, Canada

Triple Helix theory prescribes coordinated actions among government, research
institutions and industry to achieve growth. However, the Brazilian wine industry
case shows that simply having the institutions is not enough – the institutional
framework matters. This paper shows three problems in the Brazilian institu-
tional design that hamper wine quality improvements and impede the develop-
ment of an effective, fully-fledged Triple Helix model in the Brazilian wine
industry. They are: overlapping jurisdictions between the federal and state gov-
ernments; dissociation between the policy-making locus and the industry; and
over-institutionalization. The latter cause is not well developed in the Triple
Helix literature as yet. These three factors create coordination problems that
appear to be almost insoluble in the present state, and underscore the need for
designing institutions carefully before this impasse is reached.

1. Introduction

Brazil is one of the most successful emerging countries; it has the world’s seventh
biggest GDP and is the world’s third largest agricultural exporter, behind only the
US and the EU. According to the United States International Trade Commission
(2012), Brazil accounts for approximately 9% of the world’s agricultural exports – it
is the world’s largest exporter of coffee, sugar, orange juice and poultry; second larg-
est exporter of soybean; third largest exporter of beef and corn. However, Brazil is
only the world’s twelfth largest producer of wine; according to FAO statistics it
ranks only thirty-first in wine and wine derivatives exports in the world. Given
Brazil’s success as a leading agro-exporting country, why is it lagging behind in
wine exports?

Brazil’s wine sector is not a nascent industry. The country started producing wine
on a commercial scale in the last quarter of the nineteenth century, in the temperate
South. It was the pioneer in tropical wines, developing its own technology to make
grape-growing and wine-making possible in the semi-arid region. Nevertheless,
despite having some tradition in wine-making, and despite its technological break-
throughs, Brazil still produces low-quality wines.

Why does Brazil have low competitiveness in the wine market? Part of the prob-
lem lies with geographical conditional factors. Being close to the equator means that
most of the country is unsuitable for growing wine grapes. Although technological
innovation has made it possible to overcome this natural obstacle, in part at least,
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there is still much to do in terms of research and development of tropical wines.
However, part of the problem also lies with how the Brazilian wine industry is
organized.

This paper will argue that suboptimal results in the Brazilian wine industry stem
in part from coordination problems. In the horizontal dimension, coordination prob-
lems arise from over-institutionalization in the industry, which generates innumerable
actors involved in the policy process. In the vertical dimension, coordination
problems arise from overlapping jurisdictions between federal and state governments
and from the attempt to centralize wine policy nationwide in Brasilia, despite great
regional diversity. This attempt at centralization of the wine policy curbs local gov-
ernment’s policy-making scope and creates a more difficult policy-making process.
Thus, this research adds to the Triple Helix (TH) theory by explaining that the coor-
dination of the three helices of research, industry and policy is neither automatic nor
easily managed, reflecting some of the findings of the other articles in this special
issue, such as those on the Ontario and Oregon wine industries. In fact, the three
helices are part of a vastly more complicated landscape in Brazil that works across
levels of governance. What we find is that, even if the TH exists through formal
institutions, effective coordination may be stifled when there are different actors with
different agendas, both within and across each of the three helices.

To demonstrate these effects, the paper compares the institutional arrangements
of Brazil’s wine industry at the state and federal levels. This comparison is necessary
because Brazil’s federal system is characterized by overlapping jurisdictions meaning
that the policy-making affecting the wine industry operates in two institutional
layers. Rio Grande do Sul (RS) and Pernambuco will be contrasted at state level,
chosen because the former is traditionally the most important wine producer in
Brazil and the latter is the new Brazilian wine frontier, and because their wine indus-
tries have different levels of institutionalization. In order to better understand the
cases, interviews with key actors in the wine industry, in the form of online surveys
and telephone calls, were made between January and February 2012. The key actors
included the main governmental and industry bodies of the industry at the federal
level and each of the states. In addition, correspondence with academics with
expertise helped to fill out the picture.

Little has been written about the Brazilian wine industry in scientific and aca-
demic publications, and most of the articles analyse only local industries. For
instance, Vieira et al. (2007) carried out a comparative study using as cases the wine
industry in the Serra Gaucha and the wine industry in the region of Mendonza,
Argentina, in order to assess theories of regional development; Miele et al. (2007)
identified six groups of wineries, or segments of competition in wine-making, in the
state of Rio Grande do Sul; Vital (2009) analysed the development of grape-growing
and wine-making in the San Francisco Valley, producers’ and government’s strate-
gies; Otani et al. (2011) studied the institutional difficulties faced by artisan wineries
in the state of São Paulo and the state government actions leading to the creation of
the state Sectoral Chamber for Grape and Wine (SCGW), and to the creation of asso-
ciations and cooperatives of artisan wineries. Using the Brazilian wine industry as a
whole, Camargo et al. (2011) wrote on the technological advance of viticulture in
Brazil, especially tropical viticulture; and Sato and Ângelo (2007) used the diamond
model to explain how the government, wineries’ strategies and the increase in the
demand for wines from the New World favoured Brazilian wine exports. This paper
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adds to the discussion by using Triple Helix theory to explore organizational and
institutional dynamics across two contrasting regions of Brazil.

2. Poor performance of the Brazilian wine industry

Despite abundant and suitable agricultural land for wine production in southern
Brazil the country still remains a major net importer. Table 1 shows that Brazil’s
wine imports grew almost exponentially from the early 1990s. The growth came in
good part from the opening of Brazilian markets and the effects of the Mercosur
(free trade agreement of the Southern Cone of South America) on the Brazilian wine
market after 1991. Brazilian wine exports continue to lag other commodity exports,
despite these new opportunities. Table 1 shows the growing gap between Brazilian
wine imports and exports from 1990 to 2010. Because of this gap, the Brazilian wine
industry called for protectionist measures and the federal government has declared
its intention to adopt safeguard measures to protect the industry.

In 2000, Brazil was exporting wine to 16 countries only; the figure increased to
41 countries in 2006, including the US (third largest purchaser) and Japan (fourth
largest purchaser) (Sato and Ângelo, 2007). Notwithstanding this incentive to
exports, in the same period the total exports of Brazilian wine decreased from 6.3
million litres in 2000 to 3.4 million in 2006 while imports increased from 29.3
million litres in 2000 to 46.3 million litres in 2006.

The state of Rio Grande do Sul is historically the most important producer of
grapes and wine in Brazil. Temperate climate in the Highlands and expertise brought

Table 1. Brazil – table wine import/export.

Year
Imports
amounta

Exports
amounta

Imports–exports
amounta

Imports
valueb

Exports
valueb

Import–exports
valueb

1990 8 3.4 4.6 15.3 3.6 11.7
1991 8 4.3 3.7 14.1 4.2 9.9
1992 6 7.4 –1.4 10.2 7.5 2.7
1993 12 20.2 –8.2 18.8 14.8 4
1994 21.4 14.8 6.6 35 12.7 22.3
1995 28.1 14.6 13.5 50.7 12.6 38.1
1996 22.6 14.4 8.2 39.1 14.9 24.2
1997 24 15.3 8.7 48.2 15.8 32.4
1998 22.7 7.7 15 54.4 5.5 48.9
1999 26.4 6.7 19.7 62.3 4 58.3
2000 29.3 6.3 23 65.3 3.4 61.9
2001 28 2.6 25.4 63.5 1.3 62.2
2002 24.2 2.2 22 50.2 1.1 49.1
2003 26.8 1.4 25.4 57.3 0.7 56.6
2004 36 2.8 33.2 75.5 1.6 73.9
2005 37.5 3.5 34 85.5 2.5 83
2006 46.3 3.4 42.9 118.4 2.6 115.8
2007 57.6 3.3 54.3 156.9 3.7 153.2
2008 54.4 10.3 44.1 165.7 7.1 158.6
2009 55.9 25.5 30.4 176.4 8.9 167.5
2010 70.7 1.3 69.4 223 2.6 220.4

Notes: aMillion litres.
bIn millions. Currency not available.
Source: With data from Embrapa Grape and Wine.
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by Italian colonists created the environment that fostered the development of the
wine industry in the state, reinforced by the creation of appropriate institutions in the
region. However, Rio Grande do Sul’s relative participation in the total Brazilian
wine and grape output has been declining as new grape-growing and wine-making
regions are developing in other Brazilian regions as a result of technological
advancements in tropical viticulture, especially in the San Francisco Valley in the
state of Pernambuco. This trend can be seen in Table 2, showing Rio Grande do
Sul’s (RS) and Pernambuco’s (PE) grape production in metric tons and their relative
participation in the Brazilian total output.

Brazil’s wine production, however, has not increased at the same pace as the
grape production. It seems paradoxical that new lands were made available to the
cultivation of wine grapes but Brazilian wine production has not increased signifi-
cantly since 1990. Table 3 shows this trend in Brazilian wine production. Unfortu-
nately, information is scant and there are complete data only on RS’s and Brazil’s
wine production for a period of 20 years.

3. Federal level institutions suffocate the Brazilian wine industry

Brazilian wineries enjoyed market protection until the 1990s. The inception of
Mercosur in 1991 challenged the wine industry, forcing the industry to modernize
and to search for new techniques (Triches et al., 2004). However, adaptation to the
new situation of market competition has been unsuccessful. Wine is still in the list of
‘sensitive commodities’ of Mercosur negotiations because Brazilian wine is not as
competitive as fellow Mercosur members Argentina and Chile.

Table 2. RS’s and PE’s absolute grape production and relative participation in the national
production.

Year
RS total
(in tons)

% of Brazilian
production

PE total
(in tons)

% of Brazilian
production

Brazil total
production

1990 538,705 66.94 14,483 1.80 804,774
1991 396,318 61.16 17,163 2.65 648,026
1992 505,462 63.17 18,510 2.31 800,112
1993 489,464 62.16 26,475 3.36 787,363
1994 479,034 59.32 30,821 3.82 807,520
1995 479,619 57.33 56,672 6.77 836,545
1996 333,638 48.71 47,817 6.98 684,902
1997 456,008 51.20 21,413 2.40 890,708
1998 348,368 44.99 49,973 6.45 774,352
1999 502,950 53.99 85,414 9.17 931,500
2000 532,553 51.98 86,078 8.40 1,024,482
2001 498,219 47.06 102,142 9.65 1,058,579
2002 570,181 49.64 99,978 8.70 1,148,648
2003 489,015 45.81 104,506 9.79 1,067,422
2004 696,599 53.94 152,059 11.77 1,291,382
2005 611,868 49.64 150,827 12.24 1,232,564
2006 623,878 49.63 155,781 12.39 1,257,064
2007 704,176 51.34 170,325 12.42 1,371,555
2008 776,964 54.66 165,075 11.61 1,421,431
2009 737,363 54.00 158,517 11.61 1,365,491
2010 692,901 51.28 195,168 14.44 1,351,160

Note: RS, Rio Grande do Sul; PE, Pernambuco.
Source: IBGE – Produção Agrícola Municipal.
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The presence of the federal government pervades the Brazilian wine industry.
The federal government performs not only its traditional functions of rule-maker but
also provides some coordination for the sector, capital and R&D. In short, it occu-
pies two-thirds of the TH spheres. It uses tools of direct government (regulations),
mostly through the Ministry of Agriculture, and tools of indirect government such as
research corporations, development corporations, universities, technical institutes,
independent government agencies (for trade promotion, entrepreneurship support)
and public–private partnerships for exports.

Although it is important for only a few states, most of the R&D in the sector is
done by federal institutions. The state of São Paulo’s Agronomic Institute of Campi-
nas developed grape varieties adapted to tropical climates. Embrapa is the sector’s
leading research institution, particularly its specialized branch Embrapa Grape and
Wine. The federal government also provides workforce training. Hence, the federal
government regulates and funds the wine industry, and provides a skilled workforce
and R&D for the industry. Therefore, in spite of its arguably asphyxiating omnipres-
ence, the Brazilian wine industry would not survive without the state.

In Brazil’s corporatist system, an industry concerned with public policies can
have a sectoral chamber in the government’s organs to represent the industry’s inter-
ests. These chambers have an auxiliary function to the ministry and they are also a
forum where the industry can articulate its interests within the government. The key
actor in the Brazilian wine industry is the Ministry of Agriculture because it is the
locus where the most important decisions affecting the industry are made. The estab-
lishment of the CPCVWD (Chamber of the Production Chain of Viticulture, Wines
and Derivatives)1 in 2004 represents the absorption of the industry within the corpo-
ratist state. The CPCVWD is the ‘head’ of the Brazilian wine industry because it is
the forum where 26 permanent members, including industry associations, govern-
ment (federal and states), agencies of the indirect government, para-government
institutions, research institutions and guests meet to discuss the industry’s problems
and action strategies.

A very important outcome of the CPCVWD is the strategic agenda for the period
of 2010–15, which ‘allow[s] the coordination of work, organizing, systematizing and
rationalizing actions and objectives set by the Sector Chamber’2 (Ministry of
Agriculture, 2011, p.3). Amongst many goals in the agenda, some should be men-
tioned: to support ongoing research and development started by Embrapa and to cre-
ate new regional partnerships with research institutions and universities; to build
capacity; to harmonize institutions; to review legislation concerning the sector; to
support cooperativism; to promote Brazilian wine internationally, to stimulate
domestic consumption of wine, to develop oenotourism; to boost the quality of
Brazilian wine; to make the Ibravin the industry’s national representative institution;
to create a national version of Fundovitis; to revamp tax, labour and regulatory
legislations concerning the sector; to stimulate the modernization of the industry
(Ministry of Agriculture, 2011). Although it is still too early to assess how successful
this agenda might be, it already represents a turning point for the Brazilian wine
industry, for it is the result of coordinated action at the national level between the
industry, and the federal government and its agencies.

The federal government also initiated Wines of Brazil, an export platform for
Brazilian wine. This programme started in 2002 as a joint venture between the Ibra-
vin and the federal Brazilian Trade and Investment Promotion Agency (Apex). The
strategic goal of this programme is to export 20% of national wine production by
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2025 (Vieira et al., 2007, p.49). Wines of Brazil does not promote individual brands;
rather, it has a generic brand strategy because the goal is to build a reputation for
Brazilian wine, emphasizing the country of origin instead of individual brands (Sato
and Ângelo, 2007, p.22; Sebrae, 2011).

Among the non-government actors, the Ibravin is the most important industry
representative institution at the national level. It is in charge of the industry’s strate-
gic coordination and harmonic development. One of the interviewees hopes that the
Ibravin fills the industry’s lack of cohesion and that it begins to coordinate action.
Although Ibravin’s purpose is to represent private interests, it is funded with public
money and it manages the state of RS’s Fundovitis. This conflation of public and
private is reflected in the entity’s councils, which include members of the RS govern-
ment and of the private sector. Meanwhile, another national organization, the Uvibra,
represents the interests of wineries that use Vitis vinifera to make wine.

At the federal level, Brazil’s incoherence in governance stems mostly from the
large number of actors that are part in the public policy process. Approximately 30
institutions are members of the CPCVWD. These are public and private institutions
operating either at the national level or at the state level or at both levels. At least
five states are represented in the CPCVWD. The institutions from the public sector
are both from direct government and from indirect government organizations, and
from both federal and state tiers of government, like state-owned corporations
(e.g. Embrapa) and independent agencies. From the private sector, there are many
industry associations, not only concerning grape and wine but also federation of
industries associations, cooperative federations, workers’ associations, etc. Having so
many actors in the CPCVWD may confer more legitimacy to it; however, the need
to reconcile the different interests of a large number of actors would be enough to
slow down the decision-making process.

Hence, the Brazilian wine industry coordination problems in the horizontal
dimension are aggravated by the sector’s over-institutionalization. For instance, Ibra-
vin is the institution that represents the industry at the national level; however, the
CPCVWD also represents the sector at the national level. In the vertical dimension
(federalism), coordination problems are worsened because representation in the fed-
eral level is replicated at the state level, thus creating overlapping institutions per-
forming the same function. For instance, there is the CPCVWD at the federal level
and the SCGW in RS. These blurred institutional boundaries can create bizarre situa-
tions, such as overlapping membership. At least six organizations have representa-
tion both in the CPCVWD and in the SCGW. This awkward institutional design also
makes it possible for the same organization to be directly and indirectly represented
in a third institution. For instance, at least seven organizations have representation in
the CPCVWD and in the Ibravin, which is also part of the CPCVWD.

Despite seemingly adequate funding, and abundant efforts at the formal functions
of the TH, progress in the Brazilian wine industry is so slow and the industry still
has to come to grips with international competition. This intricate institutional design
makes it difficult to coordinate the large number of actors involved in policy-making
and to assign particular responsibilities to a specific institution, given the fact that
jurisdictions overlap and that there are too many institutions. Hopefully, the attempt
at centralizing policy-making at the federal level will yield good results, although a
centralized policy-making process will have to reconcile the interests of many, and
very different, wine-producing areas in the country.
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4. State level case 1: Rio Grande do Sul

Brazil’s most important wine region is the Serra Gaúcha (Gaucho Highlands), situ-
ated in the northeastern part of the state of RS. The region has a mild temperate cli-
mate ideal for growing wine grapes, which was noticed promptly by Italian colonists
who settled in the region in the last quarter of the nineteenth century. The wine
industry in RS has approximately 650 wineries and 15,000 grape growers. Farms
average only 2.5 ha. Approximately 540 wineries make only table wine, while 80
wineries also produce fine wines (Wilk, 2006, pp.66 and 76), generating approxi-
mately 3300 direct jobs. Some 13,288 families depend on the wine industry (Souza,
2005, p.54). Wine is also part of the local Italian heritage (Frigeri, 2009) and it is
also a factor in the development of social capital in the region (Vieira et al., 2007).
Proof of this higher level of social capital is the existence of many winery coopera-
tives, some of them established in the 1930s.

RS, specializing in bulk table wine, is finding it difficult to switch to the produc-
tion of fine wines. It is worth noting that sparkling wine made in RS is regarded to
be amongst the best sparkling wines in the world (Wilk, 2006, pp.74–75). The wine
industry in RS has to deal with many deficiencies in the production chain, such as
the need to import vine saplings, and basic inputs like corks, bottles and oak barrels,
because local supply is unsatisfactory; the low rate of mechanization; lack of consen-
sus on what are the best varieties of grape for the region; expensive inputs (23% of
final price); tax burden (41% of the final price); ‘unstable’ quality of grapes; and low
innovation (Souza, 2001; Wilk, 2006).

The market in RS can be divided into six clusters, according to Miele et al.
(2007). They grouped 381 wineries in six clusters according to strategic segments in
wine-making. Table 4 shows the market share of each cluster. The first cluster has
30 large- or medium-scale wineries and its characteristics are quality and specializa-
tion. This cluster accounts for most of the quality wine and sparkling wine produced
in the state. The second cluster has only four wineries, which are among the five
largest wineries in RS, and its characteristics are large production scale and diversifi-
cation. The third cluster has 46 large wineries and its characteristic is low added
value. This cluster has a diverse range of products and, alongside the second group,
it leads in the sales volume of table wine and cooler. The fourth cluster has 43 micro
wineries, or ‘family businesses’. It has local scope and its products are of low aggre-
gated value. The fifth cluster has 149 wineries of diverse scales, corresponding to
9.6% of wine sales. Their product is of low added value and is distributed in bulk.

Table 4. Clusters’ market share.

Cluster Number of wineries

Commercialization share (%)

Totala Quality wine Sparkling wine

1 30 7 47 52
2 4 25 40 35
3 46 43 12 13
4 43 2 0.3 0
5 149 10 0.1 0
6 109 13 1 0

Note: aWine and derivatives from wine and grape.
Source: Miele et al. (2007).
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The sixth cluster has 109 wineries answering for 13.2% of volume of commercial-
ized wine. It is similar to the fifth cluster but it has a more geographically diversified
market.

Wineries in the first and second clusters have a profile close to that of interna-
tional competition; wineries in the fourth group are associated with subsistence activ-
ities; wineries in the fifth and sixth clusters are subordinated to supply strategies of
other wineries and bottling companies, mostly located in the main consumer centres
(Miele et al., 2007).

4.1 Research and training in RS

Research institutions have been supporting the wine industry in RS for over 100
years, since 1900. Innovation in the sector has been driven by the state. Most of the
R&D is done in federal institutions. Research funding comes from the federal gov-
ernment and, to a lesser extent, from the state government. The most important
R&D institution in the sector is the Embrapa National Research Centre for Grape
and Wine (Embrapa Grape and Wine). Another federal institution, the UFRGS
Institute of Food Science and Technology has a laboratory for wine and beverage
analysis. It is also up to the federal government to provide workforce training: the
Cefet-BG offers a technical programme in Superior Viticulture and Oenology. A rel-
atively important private actor in the sector of R&D and education is the University
of Caxias do Sul.

4.2. Industry organization

The wine industry in RS has many producer associations. The most important asso-
ciations at the state level are the Wine Industry Trade Union (Sindivinho) and the
Agavi. A third association, Fecovinho, represents the winery cooperatives. Sindivin-
ho is the official corporatist representation of the wine industry, with compulsory
membership and fees. Agavi has 71 wineries associated, accounting for 40% of all
wine made in RS. There are many local producer associations.

Winery cooperatives are important actors in the RS wine industry. Five out of the
10 largest wineries in RS are cooperatives (Souza, 2001). They are a successful strat-
egy for small producers to survive in the market. Forqueta is the oldest cooperative,
and a pioneer in Latin America, established in 1929; Aurora is the largest, counting
over 1000 associated families. The Fecovinho was established in 1952 to represent
the winery cooperatives. With 11 members (cooperatives), the Fecovinho represents
approximately 5000 families, and corresponds to 25% of RS wine and grape produc-
tion. The cooperative experience in RS is at odds with Brazil’s traditional large agri-
cultural enterprises. Given their longevity, their number of associated families, their
capacity of action coordination and their market share, winery cooperatives in RS
have been an economically and socially thriving experience. Cooperatives not only
make possible the survival of thousands of small producers in the market but also
help to build social capital in the region by bringing people together around a
common enterprise.

4.3. Domination of the federal government (again)

In the Brazilian corporatist policy-making model, the government is an important
actor in the industry. Wine has always been a priority for the state government of RS
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because of its economic, social and cultural importance. Public policies aimed at the
wine industry were adopted first in RS and then copied at the federal level. In the
aftermath of the Mercosur agreement, RS created a corporatist representation to the
wine industry by establishing the Sectoral Chamber for Grape and Wine (SCGW),
whose objective is

to define, orient and discuss policies, strategies and guidelines concerning viticulture
and oenology in order to improve competitiveness, so that harmonic lines be traced for
the development needs of the whole productive chain as well as setting beneficial rela-
tionships among farmers, workers, producers, suppliers, consumers, businesspeople and
the State Government.3

Yet, even at the state level, the federal government controls action across the TH. A
distinguishing feature of Brazil’s federal system is the overlapping jurisdictions
among the three levels of government.4 Competences are vaguely defined, thus lead-
ing to a polycentric policy process (Schmitter, 1971). Furthermore, in Brazilian fed-
eralism, subnational governments lack primary economic authority within their
jurisdictions (Ames, 2001, p.22). These factors help to create eventual vertical coor-
dination problems between the state and the federal tiers of government. To illustrate
this fact, the state of RS has its own wine policy which has to be coordinated with
the federal policy because of the overlapping jurisdictions (e.g. creating regulations
for the industry) and because of federal areas of exclusivity (e.g. taxation). Hence,
despite the importance of the wine industry in RS and despite the fact that RS is by
far the largest wine producer, the government of RS does not have much autonomy
in wine policy; it also depends on the federal government. As in PE, the ultimate
policy-making locus for the RS wine industry is Brasilia. As a symptom of this fact,
membership in the federal CPCVWD and in the SCGW (state level) overlaps largely,
but the SCGW has not met, at least, since 2011,5 whereas the CPCVWD has been
meeting regularly.

Later, the federal government would establish the federal version of the SCGW.
The chamber should be an important venue to discuss policies because it is where
representatives of the industry, of the government and of workers’ associations meet
to discuss problems concerning the whole industry, design strategies and coordinate
action; however, it has not had regular meetings. This may be due to the fact that the
creation of the federal chamber shifted the policy-making locus to the Ministry of
Agriculture. The state government is also an important funding source for the wine
industry. It created the Fund for the Development of Viticulture and Wine-making
(Fundovitis) in 1997 to finance actions aimed at improving the viticulture and wine-
making in the state. It is curious to notice that the Fundovitis is a state fund but it
funds the Brazilian Institute of Wine (Ibravin), and thus the federal programme,
Wines of Brazil.

5. State level case 2: Pernambuco

In our second case study, we see again how the federal government has come to
dominate the industry, displacing competitive dynamics with organizational and
political processes. The San Francisco Valley (SFV), situated between the states of
Pernambuco and Bahia, is the most important grape and wine region in the Northeast
of Brazil. Although the region has a tropical semi-arid climate, it produces seven
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million litres of wine/year. Because of the climate pattern, with plenty of sunshine
hours, this is the only region in the world that produces grapes throughout the year,
with between two and three harvests/year. Hence, production of wine in the region
can be staggered throughout the year (Vinhovasf, n.d.). Cultivation of grapes in the
SFV started in the 1950s through governmental action. The precondition for the
emergence of a wine industry in the region was created in 1968 with a federal
programme to irrigate the lands alongside the San Francisco river banks (Vital et al.,
n.d.). In addition to this, new technology developed by the state-owned Brazilian
Corporation for Agricultural Research (Embrapa) improved the quality of fruits from
the region. Today the SFV accounts for almost 100% of all table grapes produced in
Brazil (Vinhovasf, n.d.).

Wine-making in the SFV started almost randomly. ‘Having grapes in a region –
said an oenologist – at some time wine will be produced’6 (quoted in Vital, 2009,
p.500). Wine grape cultivation started in 1982, and the first winery was established
in 1984. In this same year, fine wines started being produced in the region, which
became the first tropical region to produce wine (Ferreira, 2008). A qualified work-
force came from RS. The first option was to produce young wine with technology
from California and vines from Europe and USA. In the 1990s, European vines
brought from Southern Brazil were introduced into the SFV (Vinhovasf, n.d.). Due
to this unique experience of producing table wine, fine wine and sparkling wine in a
semi-arid region, Brazil is developing its own expertise in wine-making (Ferreira,
2008).

Today there are eight wineries in the region, of national and foreign capital
(Ferreira, 2008; Vital, 2009; Vinhovasf, n.d.; Vital et al., n.d.). The market is dif-
ferentiated by producers with brands known by the public. Brand, quality and
price are important but also important is that a winery have access to large distri-
bution networks. The largest wineries in the SFV have well-known brands, and
domestic and international distribution networks. Some of them are exporting wine
whereas other wineries are struggling for a market share (Vital, 2009; Vital et al.,
n.d.). The challenges the SFV wine industry faces are: (1) the fact that the North-
east’s wine is largely unknown in the most important Brazilian markets; (2) defi-
cient marketing; (3) consumers’ preference for imported wine; and (4) lack of an
‘identity’ for the wine (Vital, 2009, p.519). In the production chain, the problems
are: (1) each winery acquires inputs individually; (2) a large part of the inputs
(boxes, corks, bottles) is imported from Southern Brazil or from overseas; and (3)
private industrial refrigerator installations, with a capacity of 68.200 m3 (Carneiro
and Coelho, 2007).

The wine industry in the SFV is facing the difficulties of an incipient industry
that is still paving its way to consolidate market share. Availability of a cheap
workforce and land, and high productivity of the land are factors which will stimu-
late the regional wine industry’s expansion. Nevertheless, there is much to be done,
especially concerning the quality of the wine. As one of the interviewees remarked,
because the SFV is a new wine-producing region, investment in R&D and in
human capital are needed. When the quality of the grapes used in the region are
improved, this pioneer region in the production of tropical wines, endowed by nat-
ure with two or three grape harvests/year, has the potential to become a major
wine producer.
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5.1. Research

The wine industry in the SFV did not start endogenously. It has to be understood in
the context of the expansion of Brazilian agricultural frontiers. Infrastructure was
provided by the federal government, private capital and expertise in grape-growing
came from RS. The federal government is the key actor in this process. It created the
conditions for the existence of the wine industry in the SFV through development
programmes for the Brazilian semi-arid land, and its agricultural research enterprise
Embrapa is the key research institution, having a seminal role in the development of
tropical fruit growing through its Center for Agricultural Research in the Semi Arid
Tropics (Embrapa Semi-Árido).

Concerning grape and wine, Embrapa Semi-Árido works in partnership with
Embrapa Grape and Wine. Embrapa Semi-Árido has been working with the local
producers’ association, funded with public money, to improve the quality of the wine
produced in the region. Thanks to federal funding, and support from Embrapa Grape
and Wine and the San Francisco Valley Wine Institute (Vinhovasf), Embrapa
Semi-Árido was able to launch an oenology laboratory in 2006 (Vital, 2009; Vital
et al., n.d.).

5.2. Industry

Compared to RS, the wine industry in Pernambuco does not have the same level of
institutionalization and corporatist representation. The industry has only one associa-
tion of regional producers, the Vinhovasf. Nevertheless, since there are only a few
wineries in the region, it is possible to coordinate action without the need for a for-
mal institution. Concerning corporatist representation, the wine industry in the VSF
does not have a sector chamber in the secretary of agriculture, nor does it have its
own trade union like its counterpart in RS.

5.3. Policy

In the case of the SFV wine industry, the federal government provides not only
infrastructure and research but also workforce training. Workforce training is pro-
vided by two federal institutions. The Federal Centre for Technological Education
(Cefet) in Petrolina provides technical training and the Federal University of the San
Francisco Valley (Univasf) offers programmes in agricultural engineering.

Furthermore, the federal government uses tools of indirect government to support
the wine industry. State-owned (BNDES and Bank of Northeast) and state-controlled
(Bank of Brazil) banks provide subsidized loans to finance plantation and building
of facilities (Vital et al., n.d.). The state government of PE plays a minor role, by
investing in infrastructure, giving fiscal incentives to the wine industry and market-
ing the oenotourism in the region (Vital, 2009).

The conditions for a Triple Helix model are there; however, it has not developed
fully-fledged. Despite the small size of the industry, several actors – public and pri-
vate, in the state and federal level – are involved to carry out local actions. This low
level of organization seems to lead to a low level of institutional coordination and
specialization. Furthermore, an important fact that hinders the development of a Tri-
ple Helix model is that the policy-making locus is not in the region but in Brasilia
and in the South, where the bulk of the wine industry and its most important
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institutions are located. In the end, institutions were not the causal variable for the
emergence of the wine industry in the SFV. However, they were the permissible
variable instead. Tropical wine-making may not have been a deliberate policy but it
would not be possible if it was not for the action of development and R&D
institutions.

6. Conclusion

‘[T]he role of institutions, be they regulatory, research and development or suppliers
of inputs and equipment, among others, can be either a thrust link or a strangulation
point to the development of the production chain of grape and wine’7 (Triches et al.,
2004, p.23). The Brazil case shows that the presence of Triple Helix institutions is
not sufficient to ensure that a Triple Helix model will develop fully-fledged. This
case evinces that institutional design matters. Three institutional features hampering
the development of a Triple Helix model can be identified in the Brazilian case:
over-institutionalization, overlapping jurisdictions, and dissociation between the pol-
icy-making locus and the industry. These factors account for part of Brazil’s lack of
competitiveness in the international market.

The excessive number of institutions present in the Brazilian wine industry
makes it difficult to coordinate the action of the diverse actors in wine policy-mak-
ing. As a consequence of this coordination problem, the policy-making process can
be very slow. Over-institutionalization also creates difficulties in assigning specific
responsibilities to a single institutional actor because other actors can have the same
scope of action. Hence, the result of over-institutionalization is a suboptimal process
of deciding what to do, and clearly defining who will do it.

The Brazilian system is characterized by overlapping jurisdictions among the fed-
eral government, state governments and also municipal governments. As a natural
consequence, there can be conflicts of jurisdiction. This fact creates an additional
problem in the policy-making process: to coordinate and reconcile states’ wine poli-
cies with the federal policies. This blurred boundary between state and federal
scopes of action can give rise to the additional problem of clarifying who can do
what concerning wine policy.

An attempt at centralizing the policy-making at the national tier of government
might offer a solution to the problem of overlapping jurisdictions. However, it cre-
ates the problem of dissociating the policy-making locus and the industry. Due to
geographical factors, the Brazilian wine industry is too diverse; each regional indus-
try has different needs and interests. Centralizing the policy-making in Brasilia
means that the interests of very different wine-making regions have to be reconciled,
thus making it more difficult to address particular problems from a specific region.
The federal solution for this problem would be devolution of power to states, so that
they could take care of their industries’ specific problems, instead of concentrating
power in the federal tier of government.

Brazil’s complicated institutional design is a hindrance to the full development of
a Triple Helix model in the wine industry. The institutions necessary for the model
are present but it does not mean successful development of a Triple Helix model.
The case of Brazil shows the importance of having adequate representation of the
productive sphere in the overall coordination decisions, and of having clear and
simple decision-making hierarchies so that a coherent vision for the industry can be
created and carried out.
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Notes
1. Ministerial Ordinance No. 139 of 2004.
2. In the original, ‘proporcionando o ordenamento dos trabalhos, organizando, sistematizan-

do e racionalizando ações e objetivos estabelcidos pela Câmara Setorial’.
3. State Decree 36.203 of 29 September 1995, free translation. In the original: ‘definir, ori-

entar e discutir políticas, estratégias e diretrizes relativas à viticultura e à enologia, visan-
do aumentar a sua competitividade, de modo que venham a ser traçadas linhas
harmônicas para as necessidades de desenvolvimento de toda a cadeia produtiva, bem
como estabelecidas relações benéficas entre agricultores, trabalhadores, produtores, for-
necedores, consumidores, empresários e Governo do Estado’.

4. The Brazilian Constitution acknowledges municipalities as federated units like states.
5. As of 16 May 2012, see http://www.saa.rs.gov.br/uploads/1298559247Lista_de_Camar

as_Setoriais.pdf.
6. In the original: ‘tendo uva numa região em algum momento vai se produzir vino’.
7. Free translation. In the Portuguese original: ‘o papel das instituições, sejam elas regulado-

ras, de pesquisa e desenvolvimento sejam como fornecedoras de insumos e de equipa-
mentos, entre outros, pode constituir-se em elos de impulsão ou de estrangulamento para
o desempenho da cadeia produtiva da uva e do vino’.
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