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Abstract 

This paper provides an overview and analysis of wine regulations in an international and 
historical comparative perspective. Wine is an excellent sector to study government 
interventions, because for centuries wine markets have been subject to many government 
regulations that differ greatly within and between countries. Wine consumption taxes, for 
example, range from zero in some countries to more than 100% in others. The EU has extensive 
quantity and quality regulations for wine, while other major producers such as Australia and 
the United States are much less regulated. After a general overview of current regulations and 
historical evolutions, we analyze three key wine regulations in more detail: consumption taxes, 
planting rights and geographical indications. Most wine regulations reveal a tension between 
the public interest and vested private interests.  
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1. Introduction 

Food and agriculture have been subject to heavy-handed government interventions throughout 

much of history and across the globe, with governments using a combination of policy 

instruments to affect production, consumption, trade and hence prices (Anderson et al., 2013). 

Wine is an excellent sector to study such interventions. Wine markets are subject to many 

government regulations today, with large differences within and between countries. Wine 

regulations also have a long history. Some of these regulations, such as taxes and subsidies, 

affect prices and incomes of wine producers and consumers directly. Other regulations restrict 

the supply of wine, either through imposing import constraints or through restricting the 

growing areas of (specific) wine grapes. Yet other regulations claim to reduce asymmetric 

information on the quality of wine. This includes compulsory labeling, restrictions on the use 

of certain inputs and additives, restrictions on the use of certain grape varieties, rules restricting 

the production of specific varieties to certain areas, restrictions on who can sell wine when and 

where and to whom,1 and so on. 

A crucial aspect of such quality standards and regulations is that they may enhance 

aggregate welfare, for example by protecting consumers from inferior (or unhealthy) products; 

but they can also be used to protect vested interests of producer groups at the expense of 

consumers. Wine regulations have done both. Many wine standards have been introduced to 

protect producer interests, even though consumer benefits were often used to justify them 

(Swinnen, 2016, 2017). Many were introduced first in France, as a protectionist reaction to 

international trade; or in other parts of Southern Europe to protect interests of rich wine 

merchants and vineyard owners. With international integration some have expanded to other 

                                                           
1 Many of the current State and Federal regulations in the US on the sale of wine and other alcohols were enacted 
after the repeal of Prohibition (see e.g., Lipp and Lipp, 2018). 
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wine-producing regions including via trade agreements (Meloni and Swinnen, 2013, 2014), but 

regulatory coherence at the global level still has a long way to go (Waye, 2016).  

 How does the policy environment in wine markets compare with that affecting food and 

agriculture more broadly? Some wine policies aim to limit negative externalities of alcohol 

consumption, and apply also to beer and spirits.2 Other policies more closely resemble 

traditional agricultural support measures. A third set of policies, those with the stated aim of 

improving quality and resolving asymmetric information, are now increasingly common in 

other food and agricultural markets but often are disproportionately important in wine markets. 

Moreover, their introduction in wine markets often predates their adoption in other sectors by 

decades or even centuries.3  

In this paper, we first provide an overview of wine regulations in an international 

perspective, and sketch the historical development of regulations in particular in the EU, 

Argentina, and South Africa as case studies. Next, we analyze in more detail an example of 

each of the three sets of wine regulations: taxes, planting rights, and geographical indications. 

Recurring themes in our discussion are the historical roots of present-day policies, the important 

differences between countries, and the sometimes-blurred distinction between the public 

interest and special interests. 

 

                                                           
2 Health regulations (including restrictions on alcohol abuse and driving under the influence) are important and 
relevant for the wine sector. Many of these regulations affect all alcoholic drinks and were introduced historically 
by the growth of (excessive) spirits consumption in the 18th and 19th centuries (and the growing availability of non-
alcoholic safe drinks). Increasing health concerns have been an additional motivation in more recent years. The 
“Temperance Movement” led to various restrictions on alcohol use, including total prohibitions in, for example, 
Russia from 1914 to 1933, the US from 1920 to 1933, and in various periods in Mexico, Canada, Finland, Norway 
and India and, of course, much longer among Muslims (Okrent, 2010; Phillips, 2014).  

3 A potential fourth set of policies concern competition rules. Competition regulations are important for beer 
markets (which have been reshaped by an international consolidation wave) but less so for wine, where 
concentration is much less strong (Anderson et al., 2018). 



4 
 

2. An International Comparison of Wine Regulations 

Table 1 summarizes wine regulations in the main wine-producing and exporting countries that 

together account for approximately 85% of global wine production and 90% of wine trade: 

Argentina, Australia, South Africa, the EU and the US (Anderson and Pinilla, 2017).4 Clearly 

there are many types of “wine regulations” and there are large differences among countries.   

The EU is not only the largest global wine-producing region and the main importer and 

exporter of wine but also the most regulated wine market. The EU has introduced regulations 

with the official intention of affecting both the quantities and the qualities of wine.5 The EU 

“quality regulations” are based on the “appellation” system and include several policy 

instruments such as the geographical delimitation of certain wine areas, rules on winegrowing 

and production, and rules on labeling.6 In addition, the EU has policies that influence the 

amount and price of wine in Europe, such as a system of vine planting rights (to limit the 

planting of vineyards) and forced grubbing-up (uprooting) policies (Munsie, 2002). 

However, governments in other countries have also intervened in wine markets and 

introduced a series of regulations. The system of GIs is now used in most wine-producing 

countries, as are restrictions on chemical use and additives in winemaking, and labeling 

requirements.   

Argentina and South Africa have gone through different periods of regulation in their 

history (see Section 3). Their wine policies are now, on aggregate, less restrictive than the EU’s, 

                                                           
4 For simplicity we refer to the EU as a “country”. The EU accounts for 43% of the world’s 7.5 million hectares 
of vineyards; France, Spain and Italy alone account for one-third of the global area under vines (OIV, 2018). The 
EU produces and consumes around 60% of the world’s wine and accounts for 70% of global exports. In terms of 
the share of world wine production in volume, the EU is followed by the US (11%), Argentina (5%), Australia 
(4.4%) and South Africa (4%). In terms of the share of world wine export volume, the EU is followed by Chile 
(8%), Australia (7%), US (4%), South Africa (4%) and Argentina (3%) (Anderson et al., 2017).  

5 Wine regulations in the EU vary by type of wine. The regulations are most extensive and strict for “high quality” 
wines. For instance, for the wines without a GI, irrigation is allowed and there are less restrictions on vine varieties. 

6 The EU system of Geographical Indications (GIs) differentiates between “wines with a GI” and “wines without 
a GI.” Within the first category, there are two subcategories: Protected Designation of Origin (PDO) wines and 
Protected Geographical Indication (PGI) wines, with PDO as the highest quality level.  
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but at earlier points in history their governments intervened heavily in wine markets. In both 

countries, there have been significant liberalizations of their wine policies in the 1990s and 

regulations are now less market-distorting than they used to be.  

The least regulated wine markets are in Australia and the US. There, regulations have 

mostly focused on limiting the use of chemicals and pesticides, mandatory labeling, defining 

“wine” and restricting the use of certain additives in wine-making.   

However, there can be important regional differences within countries in terms of 

regulations. For example, wine regulations in California, the main wine-producing state in the 

US, are stricter than the federal legislation (as for the addition of water or sugar in wine, 

restricted in California but allowed nationally). This is also the case in Argentina, where 

geographical delimitations are stricter in the main wine-producing regions, and to some extent 

as well in the EU, as the implementation of the planting rights system differs between Member 

States.  

Table 1 distinguishes between 4 types of wine regulations. The first is market 

regulations, including taxes, subsidies and planting rights. Virtually every country taxes some 

or all forms of alcohol consumption, either directly via excise taxes and/or indirectly via import 

restrictions such as tariffs. These measures historically were a non-trivial source of government 

tax revenue, but they were also there to reduce social harms from excessive drinking. Typically, 

they do not tax alcohol in its different forms equally, and often they reveal a preference to tax 

least the form that dominates domestic production (e.g., wine in southern Europe). Temperance 

movements have fluctuated in their influence on market measures to reduce alcohol, but in 

numerous high-income countries the health lobby seems to be in the ascendancy in advocating 

for restraints, including via higher consumption taxes.   

The second group are vine and vineyard regulations. Probably the most well-known 

regulations in this group are area delimitations, better known as geographical indications 
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(GIs), which link specific wines to their “terroir”. Today, there are several thousand GIs in the 

world.7 The concept of GIs for wine arose first in the EU, but has since spread to most 

countries, including South Africa (1973), the US (1978), Argentina (1991) and Australia 

(1994). The specific regulations under each GI vary (Haeck et al., 2019).8 In the EU, every 

wine GI has its own set of regulations established by a “book of production rules” (cahier des 

charges in France or disciplinare di produzione in Italy). For instance, in the Champagne wine 

region, manual picking is the only authorized method. The way the grapes are picked is 

determined in this “book of best practices”, and the date and timing of the harvest is fixed by 

law (pickers have a three-week window in which to work). However, regulations are much 

less restrictive in other regions and countries, as we discuss in Sections 5 and 6. 

Other vine/vineyard regulations include rules on whether irrigation can be used or what 

type of grape varieties can be used in general or for specific wines. For example, the EU forbids 

the use of hybrid grape varieties. The EU also regulates irrigation, but the rules vary by region 

and specific wines. In countries with little rainfall, such as Australia, irrigation is used regularly. 

Some of these regions also regulate irrigation. For example, in the dry region of Mendoza in 

Argentina, irrigation water is restricted to wine producers through “water rights” (local 

government-administered licenses that grant wine producers access to the water on certain days 

and at certain time of the day). These water rights are attached to the vineyards and affect the 

price of the vineyard (Harding, 2017). Not surprisingly some of these regulations, such as the 

                                                           
7 In 2009, Giovannucci et al. (2009) estimate that they were more than 10,000 GIs in the world with an estimated 
trade value of more than 50 billion USD. Currently, in the EU there are approximately 3,000 GIs for wine and 
another 2,000 for food products (DOOR "Database Of Origin & Registration" database for foodstuffs, 2019; E-
Bacchus database for wine, 2019). 

8 Haeck et al. (2019) study how the introduction of “Appellations of Origin” (Appellations d’Origine–AO) 
influenced the price of specific wines (including Champagne and Bordeaux) in early twentieth century France. 
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prohibition of hybrid grape varieties and irrigation in the EU, are coming under increasing 

scrutiny with climate change affecting local grape-growing conditions.9 

A third group are regulations on wine-making or so-called “oenological practices”.  

Interestingly, many countries have regulated the definition of “wine” and what raw materials 

can be used. The South African, Australian and EU definitions refer specifically to “fresh 

grapes” as the only raw material for wine (Galpin, 2006).10 The US has a broader definition, 

allowing also the use of “other fruits (including berries) or vegetables” and not limiting “wine” 

to the fermentation of grapes.   

 An important subset of regulations deals with substances that can (not) be added during 

wine-making. Substances can be added for fraudulent reasons (water, sulphites), to increase 

the alcohol content of wine (must or sugar), or to stabilize the final product as fining materials 

(various products).11 As some of these additives may have direct effects for consumers’ health, 

countries have chosen different legislative approaches to regulate the use of additives.12 For 

example, in Australia, wine is part of the broad food and safety legislation (the Australia and 

New Zealand Food Standards Code, FSANZ Code). In South Africa and the US, the 

legislation falls under the general legislation about alcohol (in the US: the Alcohol, Tobacco 

Products and Firearms of the Federal Code of Regulations). In the EU, wine is a separate 

                                                           
9 For instance, before 2006, irrigation was forbidden in France for wines with a GI. After the extreme weather of 
2003, irrigation is now allowed under certain conditions: “irrigation of the vines may exceptionally be authorized 
(…) from 15 June at the earliest and until 15 August at the latest” (JORF, 2006).  

10 The definition of wine in the EU has a long history and one can find its roots in the raisin trade that emerged 
between France and Greece following the devastation of Western European vineyards by Phylloxera (an aphid) in 
the second half of the 19th century. A major consequence of Phylloxera was the rapid growth of vineyards in 
Greece. Raisins became the main export revenue for Greece and an important tax source for the government 
budget. However, as domestic grape production recovered in France, and under pressure from its wine growers, 
France raised import tariffs on raisins and defined wine as “the alcoholic fermentation of fresh grapes”, thereby 
forbidding the use of (Greek) raisins to make French wine. This French regulation later became part of EU rules, 
and today defines “wine” in the EU (Meloni and Swinnen, 2017). 

11 Clarification (or fining) with gelatine, isinglass, casein, egg albumin or siliceous earths is permitted in all five 
jurisdictions (Galpin, 2006). 

12 In addition, the Codex Alimentarius Commission (the international food safety standards body) and the OIV 
(International Organisation of Vine and Wine, an intergovernmental organisation on technical and scientific 
aspects of viticulture and winemaking) also play a role in the definition and the harmonization of international 
wine standards. 
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product with specific legislation (the EU Wine Policy) and is not part of a more general food 

safety or standard regulation (Juban, 2000; Waye, 2016). 

All countries allow some degree of alcohol increase through the addition of 

concentrated grape must (so-called “chaptalization”), acidification (such as tartaric acid), de-

acidification (malolactic bacteria) and sweetening of wine with (concentrated) must. 

However, there are differences in regulations on the use of sugar, water, types of acid allowed, 

coloring and flavoring (oak chips), etc. To increase the alcohol level in the wine, the use of 

concentrated must is allowed everywhere, but rules differ on the use of sugar. In South Africa 

and Australia, sugar is not permitted, except for sparkling wines. In the EU, it can be used 

only by dry sugaring (the addition of refined white sugar directly to the must) in certain wine-

growing areas. Federal regulations in the US allow sugar, but sugar is banned in California 

where only pure condensed grape must is allowed (CCR, 2019).  

Similarly, federal wine regulations in the US allow water addition to reduce the acid 

level of the must (modifying wine’s flavor) but not in California, where the addition of water 

is allowed only to “facilitate fermentation” (CCR, 2019; CFR, 2001).13 Since 2016, wine 

standards in Australia also allow water addition to facilitate fermentation”.14 In the EU, the 

addition of water is prohibited during wine production “except where required on account of 

a specific technical necessity” (Council Regulation No 491/2009). In South Africa, the 

addition of water is allowed but only if necessary for the incorporation of additives and not to 

modify the characteristics of wine (Galpin, 2006). 

                                                           
13 “No sugar, or material containing sugar, other than pure condensed grape must, and no water in excess of the 
minimum amount necessary to facilitate normal fermentation, may be used in the production or cellar treatment 
of any grape wine” (CCR, 2019, Title 17, § 17010). 

14 In 2016, the Winemakers’ Federation of Australia (WFA) proposed a provision which sought to amend existing 
Standards in the FSANZ Code dealing with the addition of water during wine production. Because of climate 
change, the Australian winemakers claimed that “stuck” fermentations (slow fermentations that result in sub-
standard wines) are recurring events and that one of the solutions is the addition of water to must to dilute the 
sugar. FSANZ accepted the winemakers’ arguments and changed the FSANZ Code: the use of water to dilute high 
sugar musts is now allowed and is similar to that in the US regulations (FSANZ, 2016). 
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 Wine-making regulations also apply to the fermentation and ageing of the wine and 

the use of new technologies, such as reverse osmosis, to remove alcohol from wine. In this 

respect also the EU is more restrictive than new world countries. For example, in the EU, only 

the more traditional (and expensive) fermentation in oak barrel is allowed while fermentation 

in steel barrels with the addition of oak chips is used in other parts of the world. Australia and 

the US do not restrict the use of advanced technological processes such as reverse osmosis 

(Goode, 2005).15 

Finally, there are a series of regulations related to wine labeling and bottling. 

Regulatory coherence at the global level is present in some cases. For example, all countries 

have mandatory labeling on some possible additives/allergens used in wine-making, such as 

sulphites. However, there are other areas of wine regulation disparity, such as nutritional 

information or health warnings on the bottle, which are likely to become more contentious in 

the future. For instance, a number of countries require mandatory health warnings in wine 

labels as Argentina, South Africa and the US;16 while other countries require voluntary health 

warnings as the EU (Waye, 2016).17  

                                                           
15 Another intriguing EU regulation concerns rosé wines. Blending red and white wines in order to produce rosé 
wine is banned in the EU in the case of “low-quality” wines but exceptionally allowed in one case of “Appellation” 
wines (rosé Champagne produced from the blending of Champagne and red wines). Instead, rosé wines produced 
in the EU are made in a more traditional way. Since third countries may export blended rosé wines to the EU, the 
EU Commission wanted to increase EU’s competitiveness and lift the ban on blending. The EU Commission had 
strong support from the wine industry (represented by the CEEV), which claimed that with blending/mixing red 
and white wine, wine “quality” remained the same while costs decreased (i.e., the “traditional rosé” is a more 
expensive technique). The draft regulation on wine labelling was approved in March 2009 and Member States 
endorsed it (Commission Regulations (EC) 436/2009, 606/2009 and 607/2009). However, in June 2009 (due to 
strong pressures from the traditional rosé wine producers located in the Provence region of France, which feared 
New World’s rosé exports as a threat, the EU Commission reversed its position and announced that there would 
be no changes to the rules on producing rosé wine. The blending is still banned in the EU, with the exception of 
the Champagne wine region. Curiously, this means regulations now allow the blending of white and red wine to 
produce red wine—but not for rosé. 

16 For instance, mandatory health warning on wine labels include: ‘Drink in moderation’ or ‘Not for sale to under 
18’ (in Argentina), and ‘Alcohol is a major cause of violence and crime’ or ‘Alcohol increases your risk to personal 
injuries’ (in South Africa) (Waye, 2016). 

17 In the EU, even if a voluntary approach still prevails, some member states have introduced mandatory health 
warning labels on some issues. For example, in 2007, France was the first country in the EU to impose stricter 
standards and introduced mandatory warnings (a small pictogram) addressed to pregnant women. Since then, 
nutritional and health information on wine labeling has received considerable attention at the global scale. For 
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3. A Brief History of Wine Regulations 

In this section we briefly review some important changes in wine regulations over the course 

of history. We focus on the three countries where regulations are or were most widespread: the 

EU, Argentina and South Africa. 

 

3.1 The EU  

EU wine regulations have a long history. The first GIs go back to the 17th and 18th centuries 

when rich wine growers in southern Europe (such as Chianti in Italy and Douro (Port) in 

Portugal) saw their profitable export markets threatened by growing competition from within 

their borders. In response they lobbied the government to only recognize export wines from 

specific regions (theirs) (Meloni and Swinnen, 2018a). Other regulations were triggered by the 

invasion of Phylloxera at the end of the 19th century, which changed wine production and trade 

along the Mediterranean Sea. It triggered the first wave of globalization and the rise and fall of 

several wine or grape producing regions (including in Algeria, Italy, France, Greece and Spain). 

These changes also led to the introduction of a series of wine regulations, especially in France. 

With the eventual recovery of French wine production, import tariffs were raised and standards 

introduced to protect French wine producers. Policies that were introduced in the early 20th 

century included the “Appellation” system, planting restrictions and minimum prices for wine. 

These French regulations later became the cornerstone of the EU’s wine policy (the Common 

Market Organization (CMO) for wine). For instance, the EEC’s initial system of quality 

regulations explicitly referred to (and integrated) the French system of GIs (Appellation 

d'Origine Contrôlée—AOC) (Spahni, 1988).  

                                                           
instance, in 2018, Australia and New Zealand also agreed to introduce mandatory pregnancy warning labelling, 
coming into effect in 2020 (FSANZ, 2019). 
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Since the implementation of the EU Common Wine Policy in 1970, the EU imposed 

minimum price supports for EU wine in the form of aid for private storage and distillation 

(elimination) of table wines, and organized public intervention in wine markets to deal with 

surpluses. In addition to distillation and market intervention, the EU wine policy included 

measures to restrict production, such as restrictions on the planting of vineyards and vineyard 

grubbing-up (i.e., uprooting) programs, etc. (Niederbacher, 1983). 

Since the 1990s there has been pressure to reform the EU regulations because of loss of 

competitiveness (loss of market share in the EU and elsewhere),18 high costs for the public 

budget,19 and new challenges such as climate change and sustainable farming. However, 

reforming wine regulations in the EU has proven difficult (Gaeta and Corsinovi, 2014). Over 

the years, when the EU Commission has launched attempts to reform its EU Wine Policy, it has 

faced stiff resistance from wine producers and their national governments. A 1994 attempt to 

reform the wine market failed. In 1999, a new EU Wine Policy was adopted but it introduced 

only minor changes and maintained the existing planting rights system until 2010 (Conforti and 

Sardone, 2003).  

The reform pressure grew after continuing falls in market shares and Eastern 

enlargement of the EU. This enlargement integrated several new wine-producing countries 

(Hungary, Slovakia, and Slovenia in 2004 and Bulgaria and Romania in 2007) into the EU.  In 

2006, the EU Commission proposed a set of bold reforms. It included the elimination of 

traditional market intervention measures (such as distillation, aid for private storage, export 

                                                           
18 There has been growing competition (and imports) from New World wines since the 1990s. Even if the EU is 
still the leading world wine exporter in terms of volume, the share of the five leading EU exporting countries (Italy, 
Spain, France, Germany and Portugal) in global exports decreased from more than 70% in the late 1990s to 62% 
in 2012, while the share of South Africa, Australia, New Zealand, Chile, Argentina and the US increased from 
15% to 28% in 2012 (OIV, 2013).  

19 EU winegrowers have been effectively subsidized through these regulations plus other support measures. It is 
difficult to estimate the extent of such assistance, but one recent attempt suggests in aggregate that they plus 
Member States’ supplementary supports may have raised gross producer returns by as much as 20% (Anderson 
and Jensen, 2016). 
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refunds and planting rights), the consolidation of previously adopted measures (such as 

restructuring and conversion of vineyards), the parallel introduction of new measures (such as 

subsidies for green harvesting, investment, promotion in third countries, mutual funds and 

harvest insurance), and simplified labeling rules with the intention to make EU wines more 

competitive with New World wines. The reforms were approved in 2007, albeit after significant 

modifications (Cagliero and Sardone, 2009; Itçaina et al., 2013).20  

In recent years, the impact of climate change on the wine sector has triggered debates 

for further reforms, in particular on the use of hybrid grapes. In June 2018, the European 

Commission included in its proposals on the EU Common Agricultural Policy after 2020 to 

modify the AOC regulations to allow producers to “use vine varieties that are better adapted 

to changing climatic conditions” (European Commission, 2018).21  

 

3.2 Argentina 

Gennari et al. (2013) analyze in detail the wine market regulations in Argentina from the 1880s 

until the present. During the 1930s, a vast body of regulations was introduced in Argentina and 

a regulatory institution was created (Junta Regoladora de Vino) to control vine planting and 

wine production. The most important measures were compulsory uprooting, wine disposal 

(distillation or “pouring out into water channels”), and public acquisition of grapes and wine—

resembling the French Statut Viticole (Ospital and Cerdá, 2016). The 1930s regulations were 

strengthened during the 1950s and 1970s and included more drastic measures such as temporary 

planting prohibitions, planting rights (having to ask permission to plant vines), tax-break 

                                                           
20 Because of strong opposition, some reform proposals were dropped (e.g., banning enrichment through the 
addition of sugar), or diluted (e.g., grubbing-up was reduced from 400,000 to 175,000 hectares), or their 
implementation was delayed (e.g., crisis and potable alcohol distillation, and use of concentrate grape must, were 
phased out in 2012 and not in 2008 as proposed). Moreover, planting rights were not abolished but replaced with 
a new program of authorizations for new plantings, starting in 2016 (Gaeta and Corsinovi, 2014). 

21 Another proposal is to introduce categories of de-alcoholised and partially de-alcoholised wines as “wine” 
(without a GI label). 
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programs for specific vine varieties, and stricter regulations on bottling (100% of the wine 

needed to be bottled within the production area)—resembling the EU extensive regulations (Ley 

De Vinos, 1959; Maclaine Pont, 2011; Ospital, 2007). In 1982, the government regulated how 

much wine could be produced—a system classified as “quasi Soviet” by Perone (1983).  

In 1991, a law of economic deregulation removed much government intervention in the 

economy and also in the wine sector. Public wineries located in the wine-producing regions of 

Mendoza and San Juan were privatized. However, the national government’s liberalizing was 

countered in 1994 by the regional governments of Mendoza and San Juan (that account for 

more than 95% of Argentina’s wine production). These regional governments introduced a 

special regulatory regime for grape diversification, promotion of wine and the possibility to 

devote a certain percentage of grapes for must production (Gennari et al., 2013). The 

deregulation of “quantity” regulations was constrained by the introduction of “denominations 

of origin” and the protection of geographical names in 1991 in Argentina.22  

 A decade later, wine exports grew rapidly after Argentina’s 2001 debt default which 

led to a devaluation of its currency (the peso) (Stein and Mateu, 2018). However, in the 

following decade the demand for Argentine wines declined with growing inflation, higher taxes 

and decreased consumption. Domestic wine consumption fell from about 80 liters per capita in 

1980s, to 50 in 1990s, and 20 in 2015 (Anderson and Pinilla, 2017). To counter the recession 

in the wine sector, several policies where introduced. In 2005, a Wine Strategic Plan (Plan 

Estratégico del Vino) was introduced to better position Argentine high-quality wines in the 

Northern Hemisphere markets and to develop Latin American wine markets and promote wine 

consumption (COVIAR, 2014). In 2013, President Cristina Fernández de Kirchner declared 

                                                           
22 The rules applying in Argentina are not as restrictive as the ones applied in the EU, but they contain some 
additional restrictions. For instance, in the Lujan de Cuyo DOC, a certain grape variety needs to be used (Malbec), 
it has to be located in Lujan, and the maximum yield is fixed at 10 tonnes per hectare, with an ageing of no less 
than one year in barrel and the rest in bottle. So the Argentinian GI regulations fall in between the EU GIs and the 
less restrictive US or Australian ones. 
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Argentine wine the “National Beverage” by official decree (“Vino Argentino Bebida Nacional”) 

(Boletín Oficial, 2013). Measures introduced in 2015 such as the devaluation of the peso and 

the abolition of an export tax were also expected to boost wine exports.  

 

3.3 South Africa 

In South Africa, the wine industry was historically controlled by a cooperative, the KWV,23 

created in 1918 (Vink, 2019). By 1924, the Wine and Brandy Control Act regulated the entire 

domestic market. 24 In 1940, the KWV was given powers of intervention in the market by an 

Act of Parliament. One of these powers was to implement and manage a quota scheme. In South 

Africa, and differently from the EU, this was on the quantity of wine that a producer was 

allowed to sell, and not on the number of vines (RSA, 1997). A new quota system was adopted 

in 1957, and production quotas were increased in 1964. In 1970, the Wine and Spirits Control 

Act empowered the cooperative KWV to control the industry through production quotas, virtual 

total control over exports, fixing minimum prices, and managing surplus removal (where KWV 

estimated the production of “good wine or brandy” and that available for distillation and burned 

into fuel). In addition, the “wine of origin” system was introduced in 1973, with the initial 

purpose being to regulate the description on labels of the region of origin and later to include 

the wine grape varieties and the year of production (RSA, 1997).  

In 1992, South Africa deregulated its wine market along with the rest of the agricultural 

sector (RSA, 1997). The wine quota system was suspended.25 The Wine and Spirits Control 

Act (together with its intervention system as the “surplus-removal” scheme) was repealed.  Five 

                                                           
23 ‘Ko-operatiewe Wynboukundige unie van Suid-Afrika’ (later the ‘Ko-öperatieve Wijnbouwers Vereniging van 
Zuid-Afrika, Beperkt’ (KWV, or Cooperative Wine Farmers’ Association of South Africa, Limited). 

24 This included distillation of wine surplus production into motor fuel, with surplus at 50% of production in the 
1920s (Vink et al., 2018). 

25 Between 1985 and 1991 the wine quota system was reformed several times but never suspended (Vink et al., 
2018). 
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years later, in 1997, the cooperative KWV was converted into a company (Sandrey and Vink, 

2009; Vink et al., 2004).  

The system of “Wine of Origin Areas”, established in the 1970s, was strengthened with 

the 2002 EU-South Africa Agreements on Wine and Spirits. Under this agreement, 120 EU GIs 

are recognized in South Africa and, in return, the EU protects all of South African wine GIs. 

Moreover, the 2002 wine agreement contains an exhaustive list of authorized oenological 

practices that are mutually recognized (Agreement, 2002).  

The wine industry in South Africa has witnessed a long boom since the liberalizations 

of 1992 and the democratic elections in 1994. There have been no new regulations introduced 

since then. The growth in wine production and exports has been supported by a twenty-year 

policy to stimulate replanting of vines by wine producers with higher-value/lower-yielding 

grape varieties (such as Cabernet Sauvignon and Chardonnay). Their share increased from the 

1990s onwards: from 12% in 1990 to more than half by 2000 (Vink et al., 2018).  

 

4. Taxes on Wine 

Taxation of wine serves the dual purpose of raising government revenue and reducing 

consumption to limit negative externalities. However, wine taxes have also been used to 

protect domestic industries from foreign competition. For example, in the late 19th and early 

20th centuries, French import taxes protected domestic markets from imports of wine and 

raisins. This strongly affected not only trade in wine throughout the Mediterranean region 

(which at that point accounted for roughly 80% of global wine trade), but also whole 

economies of the exporting countries of Spain, Italy and Greece (Meloni and Swinnen, 2018b; 

Pinilla and Ayuda, 2002). Likewise, prior to World War II wine import tariffs were used as a 

form of protection for vignerons in New World countries such as Argentina, Australia, Chile 

and New Zealand (Anderson and Pinilla, 2018, Chs. 11–13). 
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Virtually all countries tax the domestic consumption of some if not all alcoholic 

beverages, in addition to regulating their consumption using numerous non-price mechanisms. 

However, the rates of taxation, and the types of tax instruments used, vary enormously between 

countries. They also vary between beverages within each country, so rates of wine taxation need 

to be compared across countries not just on their own but also relative to those for beer and 

distilled spirits. In times past, taxes on alcoholic drinks were an important source of government 

revenue (Deconinck et al., 2016), but in today’s advanced economies the main justification 

offered for such taxes is to offset negative externalities that alcoholic drinking imposes on 

society—which also vary across countries, across beverage types, and across drinking/eating 

patterns.  

This section begins with the basic economics of such taxation. It then explains the 

various methodological issues involved in comparing tax rates across countries, beverage types 

and tax instruments. Several ways of presenting the rates are outlined before turning to the data 

themselves. Estimates of those various rates in 2008 and 2018 are then presented for a wide 

range of high-income and middle-income countries. These are reported as consumer tax 

equivalents (CTEs) of wholesale sales taxes/excise taxes on domestic sales of wine, beer and 

spirits, and changes over the past decade.  

 

4.1 The economics of taxing wine with externalities 

Figure 1 illustrates the effects of consumer taxation of wine in a small open economy with and 

without consumption externalities. Consider first the case without externalities, so the marginal 

private (MSB) and social benefits (MPB0) coincide. If P is the free-trade price and S domestic 

wine supply then with no government intervention OQ units are produced, OC units are 

consumed domestically and CQ is exported. An ad valorem tax on domestic consumers of 100t 

percent (or an equivalent volumetric tax) would lower domestic consumption (and raise 
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exports) by C’C units, raise government revenue by area eijk, but reduce consumer welfare by 

area gijk. Hence there would be a net reduction in national economic welfare of area ieg. 

 Consider now the case when there are consumption externalities. Reviews of the health 

science literature indicate that moderate wine consumption can have net positive health 

externalities depending on the social setting. However, it is also well known that excessive 

alcohol consumption can have negative externalities on society. In case there are negative 

externalities, the marginal social benefit curve (MSBE) is below MPB. The tax on domestic 

consumption would then reduce the externality on the rest of the society by area ighe. Hence 

there would be an improvement in national economic welfare of area ghe from this tax on wine. 

 The net effect will depend on a variety of factors, such as the demand elasticities and 

the nature of the wine. The domestic demand curve (MPB) for basic wine is more elastic than 

for fine wine because beer and basic spirits are substitutes for basic wine, especially for binge 

drinkers simply wanting alcohol (see e.g., Gallet, 2007; Srivastava and Zhao, 2010; Yang et al., 

2016). The social benefits from a wine tax are also likely to be lower for fine wine than for 

basic wine with larger negative social externalities.  

Countries also differ in the extent to which they are ‘small’ in the sense of being price 

takers in the international market for wine or other beverages. Fine wines especially tend to be 

differentiated products, so a country’s export demand curve for them would be somewhat 

downward sloping, rather than horizontal at P as in Figure 1. Altering that assumption would 

not affect the above qualitative conclusions regarding the optimal consumer tax, but it would 

affect the outcome quantitatively for producers because the tax would shift more sales to the 

export market and thereby depress the price received for them.  

Export subsidies also could raise the consumer price, but they have been minor and are 

mostly phased out now. The effect of government policies on grape and wine producer 

incentives have been non-trivial in the past (Anderson and Jensen, 2016), but they are ignored 
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here because wine is a traded product and so those supply-side effects mainly influence the 

share of production exported rather than the price paid by domestic consumers. Countries that 

are net importers of wine (not shown in Figure 1) also can tax their consumers of alcohol with 

a tariff or non-tariff barrier to beverage imports. An import tariff is the equivalent of a 

consumption tax and a domestic production subsidy, and is sometimes levied in part to protect 

domestic producers from import competition.  

These various factors and the rates of tax on non-wine beverage consumption vary 

across countries and over time. There is thus no reason in principle to expect the optimal wine 

tax rates to be the same across countries, or to change in the same way as and when national 

income growth, urbanization and other structural changes occur at different rates. 

 

4.2  Empirical methodology  

There are various ways to report consumer taxes on wine and other beverages. Since measures 

include ad valorem taxes as well as specific taxes (per unit either of beverage or of alcohol), 

and since prices to which they apply and the alcohol content per litre of beverage vary between 

beverage types, it is helpful for comparing across countries and over time to present the wine 

CTEs in both formats (US dollars per unit of alcohol, and as a percentage of the wholesale pre-

tax price) at representative price points and alcohol percentages, as well as in aggregate relative 

to the taxes on beer and spirits. Specifically, we express the CTE at the following average 

wholesale pre-tax prices for still wines: non-premium ($2.50 per litre), mid-range commercial 

premium ($7.50 per litre) and super-premium ($20 per litre). Taxes are often different for 

sparkling wine, so their CTE is expressed separately, at $20 per litre.  

The beer and spirits industry is now following the wine industry in offering premium 

products at higher prices, with craft beer and craft spirits production booming in many 

countries, albeit from low bases. This portion of those industries is still relatively small in terms 

of volume of sales however, so these beverages are not considered separately here. Rather, the 
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focus is on just standard-quality beer and spirits, at representative wholesale pre-tax prices of 

$2 and $15 per litre of beverage, respectively. 

When the CTE is defined as the percentage by which the pre-tax wholesale price has 

been raised by beverage taxes, that ad valorem CTE would be the same at the retail level if the 

wholesale-to-retail margin (like the VAT/GST) was ad valorem. If in fact the ad valorem 

equivalent of those margins is inversely related to the product price, however, then our 

wholesale-level ad valorem CTE will be an overestimate of the impact on consumers at the 

retail level. Similarly, the tax per litre of alcohol is an underestimate of the specific tax at the 

retail level to the extent that the wholesale-to-retail margin is positively related to the product’s 

price, and more so the higher the ad valorem VAT/GST rate. 

 

4.3 Data sources 

The primary sources for excise tax data are the European Commission (2008, 2018b) and the 

OECD (2008, 2018), plus national government websites. Here the focus is on the latest data 

(2018) and on rates a decade earlier. The extent of alcohol in the volume of each beverage 

averaged around 12% for wine, 4% for beer and 40% for spirits in 2008. By 2018, it is assumed 

wine averages 12.5% alcohol and beer averages 4.5%, with spirits still at 40%. 

Data are available for 2009 on the shares of each of four wine types in the volume of 

wine consumed in each country (Anderson and Nelgen, 2011, Table 167). Those shares are 

used to calculate aggregate weighted averages for wine. 

 

4.4  Results 

The full set of CTE estimates for the various beverages in 2008 and 2018, expressed both in 

dollars and in percentages, are provided by Anderson (2019) for a large sample of 42 high- and 

middle-income countries, from which the following points can be drawn. 
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First, wine is taxed less than beer and much less than spirits in this sample of countries. 

This is especially so in Europe’s traditional wine-producing countries, where wine taxes are 

zero or nearly so. Over the two periods, wine taxes averaged US$11 per litre of alcohol 

compared with $14 for beer and $25 for spirits. As a percent of the pre-tax wholesale price, 

wine averaged 27%, which was just behind beer at 29% but much lower than spirits at 75%. 

Taxes on all three beverages have risen over the decade to 2018. The volumetric 

averages rose by one-twentieth in the case of beer and by around one-quarter for wine and 

spirits in aggregate. The specific changes for individual countries are shown in Figure 2, 

expressed as percentage point changes in the ad valorem equivalent of the wine CTE. The 

biggest increases are in non-wine-producing countries. 

What is more relevant for the mix of alcohol consumed in each country is the rate of tax 

on wine relative to the other two alcohols. These are shown in Figure 3, using the tax on 

commercial premium wine as an indicator. All the traditional wine-focused countries are in the 

bottom half of the chart since most do not tax their wine consumers at all, and in the middle are 

several newer wine-exporting countries. Mostly it is non-wine-producing countries near the top 

of the chart (although so are Argentina and Chile). That suggests there is also a negative 

relationship between wine taxes and the share of wine in alcohol consumption. Figure 4 shows 

that this is indeed the case, even though the extent of correlation is not high. 

Five countries tax their wine consumers with an ad valorem tax: Argentina (12% in 

2018), Chile (20.5%), Mexico (26.5%), Australia (29%) and Korea (33%). That means their 

CTE in terms of dollars per litre of alcohol, and hence per bottle, is very high for super-premium 

still and sparkling wines (nearly three times the 42-country average) and very low for non-

premium wines (less than half the 42-country average). Assuming richer people tend to 

consume the former relative to the latter wines, this could be seen as an income redistributive 

measure, but governments have far more efficient tax instruments available for redistributing 
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income. More importantly, by encouraging quantity rather than quality consumption, it is the 

opposite of what an optimal wine tax structure should be to reduce the net negative consumption 

externalities. 

 

5. Planting Restrictions  

As discussed in section 3, some governments have introduced restrictions on the planting of 

vineyards. A system of planting restrictions is still in force in the EU, and hence covers around 

half of the world’s vineyards. We first discuss the economics of planting restrictions in general 

terms, and then apply this framework to assess the effects of the EU regulations on planting 

rights. 

 

5.1  The economics of planting restrictions 

Restricting the planting of vineyards affects not only the market for wine, but also the market 

for agricultural land and potentially markets of products that compete with vines for land (e.g. 

olives). In addition, if the right to plant vineyards can be traded, the relative stringency of 

planting restrictions will also affect this market in planting rights. Deconinck and Swinnen 

(2015) provide an integrated model of these markets. Restrictions on vineyard plantings reduce 

the area under vines and expand the area devoted to the alternative crop, creating a gap between 

the marginal productivity of land in the two sectors and a lower marginal productivity of land 

overall. If planting rights can be traded, their price will equal the gap in marginal productivities. 

This gap is also an indicator of the production efficiency losses induced by planting restrictions 

as they skew the allocation of land away from its optimal use.  

If demand is perfectly elastic, domestic producers as a group lose from the introduction 

of planting restrictions, but distributional shifts take place. Because land can now no longer be 

allocated freely to its highest-value use, land rents fall, leading to a net gain for domestic 

producers of alternative crops. The net effect on domestic wine producers depends on whether 
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they receive planting rights for free (in which case they might gain) or whether they need to 

purchase them from the government (in which case they have to tie up capital in this asset 

whose value may rise or fall depending in part on future government decisions).  

If restrictions on plantings lead to a higher price of wine, an additional effect takes place. 

The higher price of wine raises gross revenues of wine producers and also leads to a higher 

price of planting rights—but has no effect on land prices, as planting rights are the binding 

constraint for wine producers. If this output price effect is sufficiently strong, domestic wine 

producers can benefit from planting rights even when they need to purchase the planting rights. 

When planting restrictions exist across different regions, their negative efficiency 

effects are minimized if planting rights can be freely traded across regions (Alston, 1981). When 

planting rights for different regions cannot be traded but are bought and sold by a single 

government reserve using a uniform price, efficiency losses from planting restrictions can 

similarly be minimized.  

The higher price of wine that results from vine planting restrictions in one set of regions 

helps winegrowers (and hurts consumers) in the rest of the world. That is, there is a sharing in 

the incidence of benefits and costs from such regulations that go beyond the region(s) 

implementing the regulations.  

When planting restrictions cannot be enforced perfectly, illegal vineyard plantings 

reduce the distortions associated with the system. The specific effects of planting restrictions 

thus depend heavily on how these restrictions are implemented, as discussed next. 

 

5.2  Implementation of planting rights regulations 

EU regulations restricting the planting of vineyards show considerable variation across member 

countries.26 Prior to its replacement in 2016, the EU system of restrictions on vineyard plantings 

                                                           
26 EU rules on planting rights are based on earlier French regulations tracing back several centuries, with royal 
edicts restricting the planting of vines in the Bordeaux region as early as 1725. After a hiatus following the French 
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worked to some extent as a “cap and trade” system for vineyards. The planting of new vineyards 

was forbidden unless the grower had a planting right. Such planting rights could be obtained 

either by grubbing up an existing vineyard, which led to “replanting rights”; by buying such a 

replanting right from another grower; or by obtaining a planting right from a (national or 

regional) government reserve. The government reserves could charge a price for these planting 

rights or, in the case of young producers, could under some conditions grant planting rights for 

free.27 EU Member States had considerable freedom in how they implemented the system, 

leading to diverse approaches regarding, e.g., the relative importance of reserves, restrictions 

on the extent to which planting rights could be traded, the degree to which restrictions were 

actually enforced, and the introduction of additional regulations.28  

 The EU regulations prevented trade of planting rights across national borders, but 

Member States could impose additional trade restrictions. In Germany, for instance, rules 

prevented the transfer of wine production from areas with steep slopes towards plains 

(Montaigne et al., 2012b). In Spain, planting rights were administered at a regional level, with 

strict regulations on interregional transfers and with reserves organized by region. As a result, 

prices of planting rights differed strongly by region, varying from less than 500 EUR/hectare 

in Castilla-La Mancha to an estimated 15,000 EUR/hectare in the Rioja region in 2009-10 

(Montaigne et al., 2012a). Trade in planting rights was also strictly regulated in France, but a 

                                                           
Revolution, restrictions were again imposed in the 1930s and further strengthened in the postwar period. These 
regulations served as the basis for regulations in the European Economic Community (EEC), initially introduced 
in 1970 and further strengthened in 1976 and 1984 (Meloni and Swinnen, 2016). 

27 EU regulations stipulated that any transfer of planting rights should not lead to an overall increase in production 
potential. In addition, the regulations imposed a qualitative rule, specifying that new plantings resulting from a 
replanting right were only allowed if they would be used for wines with a geographical indication (PDO and PGI 
wines). The EU-wide rules only imposed this PGI/PDO criterion for replanting rights. For planting rights from a 
reserve, a weaker condition applied, requiring that the location, varieties and cultivation techniques of the new 
plantings guarantee that the subsequent wine production is adapted to market demand (European Commission, 
2012). 

28 In old Member States such as Spain, France, Italy or Germany, some 80-90% of planting rights were obtained 
from producers grubbing up existing vineyards, with the remainder coming from a (regional or national) reserve. 
In new Member States the reserve tended to play a more important role, accounting for 30-40% of planting rights 
in Hungary, Slovakia and the Czech Republic, and 80% in Slovenia and Bulgaria (European Commission, 2012). 
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single national reserve from which producers could buy planting rights implicitly allowed 

transfers across regions, leading to more homogeneous prices of planting rights (Montaigne et 

al., 2012a). 

 The EU system of planting rights saw considerable enforcement challenges. In 2012 the 

European Commission imposed a fine of 250 million euros on Greece, Italy and Spain because 

of an estimated 120,000 hectares of vineyards planted illegally, i.e. without planting rights; an 

area about the size of all vineyards in the Bordeaux region. Different estimates of its total area 

under vines submitted by the Greek government to the EU ranged from 51,000 to 112,000 

hectares in the period 1997–2000.  

 Finally, Member States could graft other regulations onto the planting rights system. In 

France, an additional authorization was required to be able to use the planting right (Montaigne 

et al., 2012a). For wines with a geographical indication (GI), the governing body of the GI can 

decide whether or not additional production is allowed; this in turn affected whether an 

authorization can be given to plant new vineyards. In addition, French rules imposed an annual 

ceiling to how much individuals could expand their vineyards. This ceiling was fixed at three 

hectares per year for wines with a PGI (the lowest level of European GI wines), and in principle 

only one hectare per year for wines with a PDO. 

In 2008, the EU ministers of agriculture adopted a proposal by the European 

Commission to liberalize the regime by 2018 at the latest. However, interest groups mounted 

an effective campaign to reverse this decision, and in 2013 the liberalization was overturned. 

Current rules adopted in 2016 extend a system of restrictions on vineyard plantings until 2030, 

although both producer organizations and Members of the European Parliament want an 

extension until 2050 (Vitisphere, 2019; European Parliament, 2019). The new EU-wide 

planting authorization system, which started in January 2016, differs in several important 

respects from its predecessor. Authorizations are granted for free, but are non-transferable. 
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While the planting rights regime aimed to keep production constant, new authorizations allow 

annual growth of up to 1% of the Member States’ area under vines. Finally, the qualitative rule 

has been weakened too, as authorizations can also be used for wines without a geographical 

indication. In theory, this new system introduced some additional flexibility, but Member States 

again have considerable leeway in imposing further restrictions (Meloni and Swinnen, 2016). 

As a result, it is difficult to say whether the authorizations system is more or less restrictive 

than the planting rights regime it replaced. 

The theoretical framework of Deconinck and Swinnen (2015) suggests that these 

policies raise prices and reduce welfare, with restrictions on transferability creating additional 

efficiency losses through the misallocation of production. It also seems likely that planting 

restrictions limit innovation and adaptation in European wine markets: as climate change shifts 

the area suitable for wine production further north, regulatory restrictions discourage the 

migration of wine production (Ashenfelter and Storchmann, 2016). Unfortunately, few studies 

have quantified these effects. Given the importance of EU restrictions on vineyard plantings, 

this lack of empirical evidence may seem surprising, but the diversity of rules in different EU 

countries, their complex interaction with geographical indications, and a relative scarcity of 

data make it difficult to conduct an EU-wide assessment.29  

As the EU accounts for 43% of the world’s vineyards, around 60% of global wine 

production, and 70% of exports, the European system of vineyard planting restrictions is one 

of the most important policies affecting global wine markets today; we hope that future 

empirical work can clarify its effects both inside and outside the EU. 

  

                                                           
29 To our knowledge, the only economic assessment so far is a study by Bogonos et al. (2016) on the likely effects 
of liberalization on wine production in Rheinland-Pfalz (a region which accounts for almost two-thirds of German 
wine production). A detailed report by Montaigne et al. (2012a, 2012b) provides descriptions and data on planting 
rights in various EU countries, but does not quantify the effects. 
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6. Geographical Indications 

Geographical indications (GIs) are labels backed by government regulation which certify the 

geographical origin of a product. While GIs were first used in Europe, similar approaches have 

since spread to the New World and are now used for products such as Basmati rice or Rooibos 

tea (Marie-Vivien and Biénabe, 2017). Globally, GIs for wine are dominant. For instance, of 

the roughly 3,100 GIs in existence in the European Union in 2017, some 1,800 were for wines 

(Huysmans and Swinnen, 2019). Wines have also often received additional legal protections. 

 

6.1 The economics of geographical indications 

GIs matter in a setting of asymmetric information.30 If consumers care about the specific origin 

of a product but are not perfectly informed, a lack of trustworthy GIs would frustrate their 

attempts to find the products they want. Additional problems emerge when geographical origins 

are not only valued intrinsically (as in a horizontal differentiation setting) but when products 

from some regions are considered of higher quality than others (a vertical differentiation 

setting). If consumers see the GI as quality signal, but the GI lacks protection so that low-quality 

products can be sold under the same label, then the supply of higher-quality products may be 

reduced.  

 By resolving such market failures, GIs can be welfare-enhancing, and can lead to the 

“competitive provision of quality” (Moschini et al., 2008). However, the precise efficiency and 

equity effects of geographical indications are complex and depend on specific circumstances. 

For instance, the producer organization governing the GI region might choose an excessively 

high quality level to extract rents from consumers (Mérel and Sexton, 2011).  

                                                           
30 A large literature exists on the economics of geographical indications, and the discussion here does not attempt 
to offer a complete review. Seminal papers include Zago and Pick (2004), Winfree and McCluskey (2005), Lence 
et al. (2007) and Moschini et al. (2008).  
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 The exact reasons as to why consumers value GIs are likely to be complex and varied 

(Deselnicu et al., 2013). Some consumers may have a genuine preference to consume products 

from a specific region, in which case the GI label helps them find their preferred products. For 

others, the GI label may be seen as a signal that products adhere to minimum quality standards. 

For yet others, GIs could be seen as an indicator that a product is “authentic”, as opposed to a 

perceived standardization of products in a globalized market (Anderson, 2003). Whatever the 

reason, consumers appear happy to pay a premium for a GI product. Empirical studies find that 

consumers are willing to pay an average premium of 22% for GI wine relative to non-GI wine 

(Deselnicu et al., 2013). 

GIs also can generate winners and losers abroad. In the absence of international 

agreements, GIs from country A would not be protected in country B, allowing producers there 

to benefit by labelling their product with the name of a high-quality region in country A. A 

common example pre-WTO was the use on labels of the word ‘Champagne’ by producers of 

sparkling wines in non-EU countries. If country B signs a trade agreement with country A that 

insists on it legally recognizing the GIs of country A, producers in country B would suffer the 

costs of changing their labels and then building a reputation for their product under their own, 

new label. Consumers in country B would have paid excessively for the product prior to the 

international agreement. They would have their welfare enhanced by the removal of the 

deceptive label, for example by subsequently being able to buy the domestic product at a lower 

price. That is, as with vineyard planting restrictions, there is a sharing in the incidence of 

benefits and costs from GI regulations that go beyond the region(s) implementing the 

regulations. 

 

6.2 Implementation of geographical indications regulations 

Two main regulatory approaches to GIs can be distinguished (Menapace and Moschini, 2011). 

The first approach, associated with the European Union but also used elsewhere, introduces 
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specific regulations and procedures establishing which GIs are protected, and under which 

conditions producers can label their products with this protected name. To qualify for 

protection, a link must be demonstrated between the quality of a product and its geographical 

origins. Each GI product must also provide specifications on product and process characteristics 

and the delimitation of the precise area where production must take place. In theory, the scheme 

is not exclusionary, as any producer in the delimited area who complies with these requirements 

can in principle use the GI label.31  

 The second approach, found in the US and other common law countries, is based on the 

trademark system. In the US, GIs are registered as certification marks, which certify only the 

geographic origin of the good, not the characteristics or quality standards of the good. However, 

wine is a special case, as the Alcohol and Tobacco Tax and Trade Bureau of the U.S. 

Department of the Treasury also administers a separate system of wine appellations of origin. 

These include the recognition of American Viticultural Areas (AVAs), specific GIs for wine 

which are somewhat closer to European practice.32  

GIs have been a bone of contention in international trade. The different approaches 

governing GIs gave rise to what Tim Josling memorably called the “War on Terroir” (Josling, 

2006).33 However, most of the debate nowadays focuses on non-wine GIs, in part because GIs 

                                                           
31 In reality, there exist several mechanisms to make the GI label de facto exclusionary, for instance through a 
narrow delimitation of the geographical area. As noted earlier, the interaction of planting rights with geographical 
indications in practice often meant that the producer body governing the GI region could decide whether or not to 
allow additional plantings.   

32 Any petition for a new AVA must include “a description of the common or similar features of the proposed 
AVA affecting viticulture that make it distinctive” (Code of Federal Regulations, Title 27, §9.12); relevant features 
include climate, geology, soils etc. In addition, the petition must explain “in what way these features affect 
viticulture and how they are distinguished viticulturally from features associated with adjacent areas outside the 
proposed AVA boundary” (ibid.). 

33 In 1999, the US filed a complaint with the WTO claiming that European GI regulations violated national 
treatment (by not providing equal treatment to non-EU producers) and failed to provide sufficient protection to 
existing US trademarks conflicting with EU GIs. In response to the 2005 panel report, the EU adjusted its GI rules 
to allow recognition of foreign GIs (Marette et al., 2008). The role of GIs goes beyond this particular dispute, 
however. During the Doha Round negotiations, there was a lively debate around GIs, with some advocating strong 
multilateral protection as a precondition for advancing negotiations in other areas (Fink and Maskus, 2005). After 
the breakdown of the Doha Round, protection of GIs also emerged as a thorny issue in bilateral trade agreements, 
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for wines and spirits are already protected by special provisions in the TRIPS agreement 

(Raustiala and Munzer, 2007). Countries signing up to the TRIPS agreement commit to provide 

legal means to prevent designations that mislead the public regarding the geographical origin 

of goods. The TRIPS agreement also provides additional protection for wines and spirits. For 

instance, it is in principle not allowed to describe a sparkling wine as “champagne” if it does 

not originate in the Champagne region of France, even if the true origin is also indicated (e.g. 

“California champagne”) or if the sparkling wine is described as “champagne-style”.34 The 

recent efforts by the EU to strengthen GI protection through bilateral trade agreements can be 

seen as an attempt to extend the same level of protection to other foodstuffs as is currently 

received by wine and spirits.35  

 

6.3  Size and the political economy of GIs 

A question which so far has received less attention is how large an area the GI should cover. 

Deconinck and Swinnen (2014) argue that an increase in the size of a GI region has several 

effects. First, it increases supply, which reduces prices. This benefits consumers, but it reduces 

the revenues of existing “insider” producers. However, producers formerly excluded from the 

region now benefit from selling their product under the GI label. Second, the expansion may 

reduce the (real or perceived) quality of the product. Ceteris paribus, this reduces consumer 

utility, although this may be offset by a further reduction in price. Third, an expansion leads to 

additional costs of operating the GI (e.g. monitoring costs) but allows a better cost sharing of 

fixed costs (e.g. marketing costs), as newly joining producers now help shoulder the burden. 

                                                           
notably in the negotiations for the Transatlantic Trade and Investment Partnership (TTIP) between the EU and US 
(Farrand, 2017). 

34 However, Article 24 of the TRIPS Agreement includes grandfather clauses; if a term such as “champagne” was 
in “continued and similar use” for at least ten years prior to 15 April 1994 or “in good faith” preceding this date, 
the TRIPS Agreement does not require WTO Members to prevent its use. 

35 Other international agreements also regulate trade in wine. For instance, the EU has concluded 19 bilateral 
agreements on wine (European Commission, 2019). These agreements often cover geographical indications, the 
use of traditional terms, rules on labelling, as well as rules on oenological practices. 
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The socially optimal GI region should balance the positive consumer welfare effect of 

additional output with the marginal cost of operating the GI and the negative consumer welfare 

effect due to a lower quality. The other effects represent transfers between groups, and hence 

do not matter for social welfare considerations—although these effects will matter for lobbying 

efforts, as the delimitation of the GI region is ultimately a political decision. In general, it is not 

clear how lobbying will affect the political outcome; for instance, “insider” producers may 

prefer either a smaller region (to restrict supply and charge higher prices) or a larger region (to 

allow better sharing of fixed costs) relative to the social optimum. 

Landi et al. (2015) review historical evidence on the expansion of three GIs, and confirm 

that the process of setting the boundaries of a GI is not a purely technical matter but a political 

process. The history of major European wine GIs further supports this “political economy” 

view. Meloni and Swinnen (2018a) review the origins and development of GIs for Port, 

Burgundy, Champagne, and Chianti, showing how the interplay between political power and 

producer and consumer interests has historically shaped the delimitation of these regions.  

In the case of Port, for instance, the delimitation can be traced back to the 18th century. 

As war prevented French exports of wine to Britain, Portuguese wine exports increased. British 

merchants in the town of Port added brandy to wine from the Douro region to better withstand 

travel. When exports boomed, other wine producers joined and competition increased. Wealthy 

vineyard owners successfully lobbied the Portuguese prime minister Pombal to delineate the 

“true” Douro region. The delimited area was dominated by vineyards of aristocrats—including 

those of Pombal himself. After Pombal lost his position as prime minister, several of his wine 

regulations were relaxed.  

The other cases similarly show a group of “insider” producers arguing that outsiders 

were providing inferior quality. It is difficult to judge the merits of this argument. Importantly, 

any quality standard will have both efficiency and equity effects, making it difficult to assess 
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whether proposed “quality” regulations indeed aim to improve social welfare or are instead 

used as protectionist instruments (Beghin et al., 2015; Swinnen et al., 2015). 

 

7. Concluding Comments 

Wine is an excellent sector to study government interventions in food and agricultural markets. 

Wine markets are subject to many government regulations, with large differences among 

countries. Wine regulations also have a long history. The historical persistence of wine 

regulations is especially clear in Europe, where many of the current regulations have their roots 

in regulations introduced from the 18th through the early 20th centuries. In this paper, we have 

provided an overview of wine regulations in an international and historical comparative 

perspective. 

Wine has some characteristics that set it apart from other agricultural commodities. In 

contrast with textbook agricultural commodities, wines are often highly differentiated products, 

where quality standards play a central role. As an alcoholic beverage, wine is also linked 

explicitly with potential health externalities. Moreover, as documented in this paper, wine 

markets are subject to many specific regulatory frameworks. For these and other reasons, 

interest in the subfield of “wine economics” has grown strongly in recent years, with dedicated 

conferences and journals (Storchmann, 2012).   

Despite these differences, the analysis of wine regulations also shows similarities with 

“normal” agricultural policy analysis. For instance, wine regulations are often characterized by 

a high degree of historical persistence, considerable heterogeneity across countries, and 

tensions between the stated purpose of improving public welfare and the potential of policies 

to favor special interests—factors that characterize agricultural policies more broadly 

(Anderson et al., 2013).  
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Wine regulations differ considerably between countries. Wine taxes are close to zero in 

some countries but can reach more than 100% in other countries. While the EU has extensive 

quantity and quality regulations for wine, other major producers such as Australia and the 

United States are considerably less regulated. Some of these differences have affected trade and 

trade policy. In particular, the regulatory approach to geographical indications has been and 

continues to be the cause of heated debates in the context of international trade negotiations. 

For example, they are likely to be the most contentious issue in the current EU-Australia FTA 

negotiations. 

Wine regulations also exhibit the tension between public interest and special interests. 

EU regulations to restrict the planting of vineyards in particular seems to have as its main 

purpose to restrict supply and raise prices at the expense of consumers. In other cases, the 

tension is more subtle. Quality standards (as embedded in regulations for geographical 

indications, for instance) can improve economic efficiency but can also lead to rent distribution. 

The history of major wine regions in Europe shows that the delineation of the production zones 

involved power struggles between “insider” and “outsider” producers. Similarly, while it is 

difficult to demonstrate causality, it is notable that wine consumption taxes (which can help to 

reduce negative externalities from alcohol consumption) are typically much lower in major 

wine-producing countries. 

Beyond these commonalities with other agricultural policies, another reason why 

studying wine regulations should be of interest to agricultural economists is that other 

agricultural markets are increasingly taking on characteristics traditionally associated with wine 

markets. In contrast with the textbook model of homogeneous goods, modern agricultural 

markets are characterized by increasing quality differentiation and the growing importance of 

quality standards and labels certifying production practices and geographical origins (Sexton, 

2013; Beghin et al., 2015). Geographical indications, initially mostly used for wines, are now 
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being used for other food products, and bilateral trade agreements often aim to extend to these 

geographical indications the same level of protection currently enjoyed by wines. Moreover, 

the rise in numbers of overweight and obese people has become a public health concern and led 

to debates around the desirability of sugar or fat taxes to limit adverse health externalities of 

food choices (Okrent and Alston, 2012). As other agricultural markets increasingly look like 

wine markets, insights from these wine regulations should be useful for economic analyses of 

agricultural and food policy more broadly. 

 

Appendix: France’s Paper Hurdles, by Jancis Robinson (2019) 

Ten years ago Jamie and Jessica Hutchinson found themselves almost by accident at the Foire 
de Jambon de Bayonne. They loved this festival devoted to local Basque costume, evading 
bulls and ingesting pig products so much that they decided to decamp from their careers in the 
UK wine trade to settle in this corner of south-west France.  

Jamie founded The Sampler, now three wine shops in London where serious wine lovers can 
pay for tastes of some of the finest wines in the world. He still owns a third of it and his 
experiences as an independent wine retailer played a major part in Jessica’s setting up 
Vindependents, a buying group for nearly 40 independent British wine retailers that is 
designed to ensure they will not be undercut by supermarkets and the like.  

At the beginning of 2014, therefore, Jessica found herself with their two year-old daughter 
and no internet connection in a small rented house in the Pyrenées-Atlantiques trying to set up 
this complex buying and shipping organisation. Jamie was in London – ‘helping’, he 
interjected sheepishly as the two of them described their tortuous encounters with French 
bureaucracy over the last few years.  

They had come to London to launch the first wine they have at last managed to bottle and 
release, a 2018 Petit Manseng Sec based on white grapes bought in from two different 
producers in the nearest appellation Jurançon. They are not allowed to call it Jurançon 
because it was not bottled within the appellation and was instead bottled by a mobile bottling 
line in the yard outside the house (see below) they eventually managed to buy in the tiny 
village of Audaux (‘Oh-docks’) halfway between Biarritz and Lourdes. But this is a very late 
chapter in the tale of their journey towards becoming wine producers. 

They decided from the start that they wanted to grow vines as well as buy in wine, which is 
where their troubles started. This meant that they had to set up both an agricultural company, 
an EARL, for the former and a commercial company, a SARL, for the latter. To set up an 
EARL and buy the land (and indeed to do anything very much as they discovered later) the 
bank required them to be affiliated to the agricultural health insurance company MSA. But the 
MSA wouldn’t accept them until they had bought the land.   

The effect of this Catch 22 was that it took them a year to open a bank account and they had 
to buy the hectare of land they’d identified as suitable for their own red wine production, 
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reclaiming a slope (see below) that had not seen vines for 50 years, with personal funds from 
Britain. They then went back to get the crucial MSA number they needed, only to be told they 
didn’t have enough land to qualify, with 5.5 ha (13.5 acres) apparently the minimum area 
required. ‘We’d have done better to have had a third of a hectare of piment 
d’espelette', commented Jessica grimly, referring to the legal minimum for the famous local 
red pepper.  

MSA went to the trouble of sending two people to the Hutchinsons’ house to check that they 
did indeed have only one hectare. They were told they would have to go to the alternative 
insurance organisation, the RSI, who told them no, you are farmers so you’ll have to go to the 
MSA. 

Buying the land was also an extended process because of France’s (rather admirable) SAFER 
protocol whereby land may be sold only if no young local farmer wants it. So it was not until 
2017 that the Hutchinsons were able to buy the steep slope by their house. If they’d had that 
magic MSA affiliation, they could probably have qualified as needy young vignerons 
themselves. Instead of which they paid extra to fast track their SAFER approval.  

They then had to apply for plantation rights. These have been tightly controlled since the EU 
adopted special measures in 2007 to drain the European wine lake, and are granted only 
during a four-week period every May. To apply you need another number, this time allocated 
by the customs officials, the douanes. So Jamie and Jessica set off for Pau to get their number 
but things did not go well. The douanier got a map out, identified where their hectare was, and 
laughed in their faces. (The Hutchinsons live about 10 miles outside the border of the nearest 
appellation, Jurançon.) Eventually, over four hours with the douanier, they were taught how to 
log in to the plantation rights website, and told that the crucial log-in details would be sent to 
them. By post.  

When the douanier warned them that his colleagues would be coming to inspect them, with 
dogs and handcuffs, and that during the inspection they would have to stand in a corner, they 
laughed and he didn’t. 

Eventually they received the precious log-in, only to find that they need a CVI number to 
apply for plantation rights on the website. Jessica rang her favourite douanier to ask why he 
hadn’t also give them their CVI number. Simple. It wasn’t his responsibility but the job of his 
colleague downstairs.  

They subsequently learnt that they needed a CVI for each of their companies and eventually 
managed to apply for and be granted their plantation rights. But there was another problem. 
To fill in the application you needed to know which appellation you would be applying for – 
difficult in the Hutchinsons’ viticultural wilderness.  

At present they think they will use for the Syrah they have decided to plant the same one they 
are using for their bought-in Petit Manseng Sec, the local IGP, one step down from full 
Appellation Contrôlée, IGP Comté Tolosan. It’s perhaps unfortunate that it’s named after a 
city 100 miles away with no Basque connections whatsoever, but the Hutchinsons feel that the 
alternative, the geographically unspecific Vin de France, would be a bit of a cop out –partly 
because of the warmth of the welcome they have received from their fellow villagers, they 
want to put Audaux on the map. ‘Eventually we’d love to have Audaux have its own 
appellation', Jessica told me. Though whether she could tolerate the necessary protracted 
paperwork is surely debatable.  
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With the granting of planting rights came the requirement to attend a two-day course on the 
buying, storing and application of agrochemicals, even though the Hutchinsons intend to use 
only the Bordeaux mixture sanctioned by organic regimes.  

The planting rights came through on 18 August, which would have been too late for the usual 
spring planting if they had needed to order a special combination of rootstock and scion, but 
fortunately what they sought was already available from the nursery. To prepare the ground 
they had to acquire a chainsaw and cut down a few trees, Jessica reported. ‘Well, I’m still 
alive', said Jamie, defensively.  

Once the site was ready 2,200 Syrah vines were delivered, and planted by a 71-year-old local 
expert and three young lads over seven busy hours in June this year. Then Jessica had a 
brainwave. She rang the douanier to tell him they had now planted their vineyard. Uh oh. 
They should have submitted a déclaration de plantation beforehand, apparently, though this 
was never spelt out. She got away with it and they now look forward to the first small harvest 
of their own red wine in 2022. ‘They know me now at the douanes', she smiled. Fortunately 
her previous job as a burgundy broker has left her with working French.  

In advance of the production of their Petit Manseng Sec, their commercial company had to 
leave a caution (deposit) of €34 with customs against any duties payable. The total eventual 
duty bill for their 2,400 bottles was €75, so low are wine duties in France.  

But before launching their dry white wine, there was another major hurdle to be overcome: 
the mandatory official tasting. The regulations for a dry white IGP Comté Tolosan stipulate 
that the wine has to be aromatic, floral and fruity. But the Hutchinsons, great admirers of the 
potential of the local Petit Manseng grape with its naturally high extract and acidity, decided 
to pick it really ripe and ferment it in oak like their beloved white burgundy – used barrels 
from smart Bordeaux châteaux in this case. The strength of their first vintage, 2018, was 
14.7%, dangerously close to the legal maximum for this IGP, 15%. So the wine was very 
unlike what is officially required and apparently only just scraped through the tasting panel.  

The high level of volatile acidity that results from their production method is another worry. If 
it were to exceed the official maximum, they would have to pay for someone to come and cart 
their wine off to be distilled into industrial alcohol. No drinking up of the rejects.   

While they have had their problems with French bureaucracy, the Hutchinsons, who now have 
two daughters and a resident grandmother, are wildly enthusiastic about their neighbours. 
Once it became clear that their children would go to the local school, they have been 
thoroughly absorbed into the local community, and cunningly offered a village-wide feast in 
exchange for help with sorting their Petit Manseng grapes (see below). They’ve been told that 
this is the first time the villagers have all sat down together for a generation, ever since the 
advent of mechanisation in the fields.  

There is the odd culture clash, however. The Hutchinsons use the superior Petit Manseng grape for 
their dry wine whereas Jurançon producers tend to reserve it for the sweet moelleux version, 
locally much more admired, and use the less exciting Gros Manseng grape for their dry wines. 
When Jamie explains that sweet Jurançon is difficult to sell in the UK, his neighbours are 
mystified. ‘But what do the British drink with their foie gras?’ 
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Table 1: Wine Regulations in Argentina, Australia, South Africa the EU and the US, 2019  
(1= most regulated, 3=least regulated)  

 Argentina Australia EU* South Africa United States 
Market Interventions 
Consumer taxes 2 1 3 2 2 
Producer subsidies 3 3 1 3 2 
Import tariffs 2 2 2 2 2 
Minimum prices 3 3 3 3 3 
Storage subsidies 3 3 3 3 3 
Distillation 3 3 2 3 3 
Planting rights 3 3 1 3 3 
      
Vineyards Regulations 
Vine varieties 2 3 1 3 3 
Area delimitation 
(GIs) 

2 2 1 2 2 

Maximum yield 
(kg/ha) 

2 3 1 3 3 

Vine density/ 
spacing 

3 3 1 3 3 

Vine pruning/ 
training techniques 

3 3 1 3 3 

Irrigation 2 3 2 3 3 
Grape harvest dates 3 3 1 3 3 
Harvest methods   3 3 1 3 3 

      
Wine-Making Regulations 
Definition of wine 1 1 1 1 2 
Additives 2 2 1 2 2 
Blending (rosé) 3 3 1 3 3 

      
Bottle & Labeling Regulations 
 Type of bottle  1 1 1 1 1 
 Additives  2 2 2 2 2 
 Health warnings 2 2 2 2 2 
 Nutritional 
information 

3 3 2 3 2 

 Ageing in 
barrel/bottle 

2 3 1 3 3 

* For PDO wines [PGI wines and non-GI wines regulations are less restrictive] 

 

 

 

 

 

 

 

 

  



43 
 

Figure 1: Consumption tax on wine with a negative consumption externality 
 

 

Source: Anderson (2010). 
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Figure 2: National changes in ad valorem equivalent of excise taxes on wine, 2008-18 

(percentage points, weighted average over four wine types) 

 

Source: Anderson (2019, Appendix Tables A1 and A3).
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Figure 3: Ratio of wine/beer and wine/spirits taxes in US$ per litre of alcohol, 2008 and 2018  

(at US$ per litre product prices of $7.50 for wine, $2 for beer and $15 for spirits) 

(a) Wine/spirits                                                     (b) Wine/beer  

 
Source: Anderson (2019, Appendix Tables A1 and A3). 
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Figure 4: Correlation between wine’s share of alcohol consumption volume and the ratio 
of wine/beer and wine/spirits taxes, in US$/ per litre of alcohol, 2018 

 

 

Source: Anderson (2019, Appendix Tables A1 and A3). 
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