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Chapter II Chilean wine Background 

-Brief introduction 

Chile is a country located in the southwest part of South America. The official 

name is Republic of Chile and its capital is Santiago. Located between the 

Pacific Ocean and the Andes Mountains “17 º 29'57'S and 56 ° 32'S latitude”, 

bounded on the north by Peru, east with Bolivia and Argentina, and south by the 

ocean with a total area of 755,838.7 km ². The Government of Chile claims 

sovereignty over an area of 1,250,257.6 km ² of Antarctica, known as the 

Chilean Antarctic Territory, and between the meridians 90 º and 53 º west 

southern boundaries extending to the South Pole. 

 

Chile presents a strong economy and numerous free trade agreements with the 

European Union, the United States, Canada, South Korea and P.R.C “China”. 

As a result of decades of sustained growth, Chile enjoys a diverse economy 

based on mining, forestry, agriculture, fishing, tourism and wine. Chile has 

something special. More than 4,300 km long and an average of just 177 km wide, 

the country is rich in geographic and climatic diversity rarely found in a single 

country. Chile has these entire features fundamental for development good wine 

“have good soils to plant vineyards and suitable Mediterranean weather”.  
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-Historical approach to wine production. 

The history of Chilean wine begins with the arrival of the Spanish, around the 

sixteenth century. They brought the vines to the new continent, and by the year 

1548 were known to use some particular plantations in Bío-Bío Valley in the 

south part of the country. Spanish strains corresponded to the variety "Black", 

known as "Pais" in Chile and "Mission" in California, which was adapted 

quickly to the ground and which is still found in central Chile.  

 

By 1800 mid-century, Chile was already an independent republic, began to 

regard wine as an important source of export revenues, and governments began 

to develop their concern for quality. French agricultural technician, Claudio Gay, 

was hired for that purpose. Gay set up an experimental station called “Quinta 

Normal de Agricultura” , about 40 000 European vines planted 70 different 

types on their land. 

In 1863 there was a plague of phylloxera in France, which was spreading 

through Europe, destroying the stocks of European quality. In 1873 appeared in 

California in 1875 in Australia and South Africa in 1880, becoming a global 

catastrophe4. Chilean strains, however, remained free of the pest and 

subsequently contributed to a large extent, the recovery of the global wine 

industry. The period of calm that could have significance for Chile, to be 

untouched as a producer, was not utilized. Production for export had been 

                                                 
4 Cambell, Gwyng, Guibert, Nathalie. 2007. Wine, society and globalization Multidisciplinary perspective on 

the wine industry 
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geared almost exclusively to the U.S. market and made some attempts to enter 

the European market, without much success, which prompted the producers to 

orient to other Latin American countries with much smaller markets. 

 

In 1902 the wine began to be taxed with high taxes, which discourage 

production. Subsequently, the Prohibition in the United States also contributed 

to the decline in the production of Chilean wine exports. Between 1938 and 

1974 banned the planting of new varieties and the import of technology for 

production mayor success, which prompted the producers to orient to other Latin 

American countries with much smaller markets. 

 

-Recent milestones wine production. 

The production of fine wines for export recovery seen in the 1980s, when 

producers in the world recognized the quality of Chilean strains and decided to 

invest in them. Companies like Miguel Torres in Spain, and Margaux and Lafite 

Rothschild of France were present and began the recovery of the Chilean export 

market. Modern technologies already replaced the antiquated facilities, 

combined with regulation and legislation in the production of wine, made Chile, 

at the end of the decade and occupied a prominent place among world producers 

of wine5. 

Chilean wines are characterized by good quality, consistent and reasonably 

                                                 
5 Anderson, Kym. 2004. The world’s Wine Markets Globalization at work. 
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priced, which has positioned itself as the new world of wine country par 

excellence. The incorporation of technology has improved the quality year after 

year, which resulted in higher prices in the international market.  

 

In the other hand regarding economic development the Chilean situation is 

internationally known as one of the strongest on the continent. Despite the fact 

that throughout its history has faced several crisis periods in recent years had a 

significant and sustained growth. It is the country with the largest number of FTA 

signed economic areas that represent about 90% of the world that gives 

preferential access almost the entire world market of goods and services. As a 

result of economies more competitive and globalized world, thanks to a political 

consensus around this area for over 15 years6. 

 

-Chile & China Free Trade Agreement (FTA). 

Chile in June 2002 receives huge news from P.R.C. They proposed to Chile 

begin negotiations for a Free Trade Agreement. Today 7 years later the FTA 

between two countries is running properly and continues in rise. 

The interrelation between Chile and China has been historically growing rich7.  

 

 
                                                 
6 Cabrera, Pablo. 2007. “Chile y China reflexiones para una agenda integral” Working Paper Series, edited by 

National Bureau of Economic Trade Chile. http://www.direcom.cl.  

7 Cabrera, Pablo. 2007. “Chile y China reflexiones para una agenda integral” Working Paper Series, edited by 

National Bureau of Economic Trade Chile. http://www.direcom.cl 
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Some milestones in the relationship:  

• Chile was the first country in South America to establish diplomatic 

relations with P.R.C “China” 

• Chile was the first country to support the admission of China to the WTO.  

• Chile was the first individual country it has signed an FTA with China and 

develops commercial relationships. 

In April 2004, began the formal feasibility study a conclusion which followed 

the adoption of the idea of negotiating an FTA. The official announcement was 

issued on April 23, 2004, jointly by the respective foreign ministers. On 

November 18, in the framework of bilateral activities in the APEC Summit 2004, 

then President of Chile and President of the Republic of China announced start 

negotiations towards an FTA8.The final text of the agreement contains chapters 

on: institutional and administration of the treaty, access to markets, defense 

trade, rules of origin sanitary and phytosanitary measures, technical barriers to 

trade dispute and cooperation. Additionally, signed a memorandum of 

understanding between the respective labor and social security, also signed, 

along FTA agreement on environmental cooperation9. 

Turning to the tariff, a consensus was reached for immediate deduction of 92% 

of Chile's exports to China, which has applied since first day of agreement, for 

                                                 
8 Chilean Government. 2007. “La primera fase de negociaciones del tratado de libre comercio entre Chile y 

China (Bienes)” Working Paper Series, edited by National Bureau of Economic Trade Chile.  

http://www.direcom.cl 
9 Chilean Government.2008. “La segunda fase de negociaciones del tratado de libre comercio entre Chile y 

China (servicios e inversiones)” Working Paper Series, edited by National Bureau of Economic Trade Chile.  

http://www.direcom.cl 
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China, this percentage rises to 50% trade10. In addition, there are breaks at 1, 5 

and 10 years for access products from Chile to China and periods 1, 2, 5 and 10 

years for exports China to Chile. Also, according to protect certain sensitive 

sectors, it is agreed product exclusions reaching 1% of Chilean exports and 3% 

of Shipments from China to Chile11. 

 

The China-Chile FTA, which entered into force on October 1, 2006. 

The FTA with China has allowed the adding new products to that destination. 

This will facilitate the incorporation of tariff cuts new products. During the 2007 

Chile exported to the trading partner a total of 494 products, 187 more than what 

recorded in 2006. In the first half of 2008, Chile sent a total of 370 products in 

China, surpassing widely reported during the same period of the previous 

years12.The importance of FTA to Chile is that allows a privileged access to that 

successful emerging economy with a market nearly 1.3 billion habitants, for 

Chile is the economic agreement signed with the largest and highest growth in 

the Asia Pacific region. 

 

Another important result is that China transformed into the country with the 
                                                 
10 Chilean Government.2008. “La segunda fase de negociaciones del tratado de libre comercio entre Chile y 

China (servicios e inversiones)” Working Paper Series, edited by National Bureau of Economic Trade Chile.  

http://www.direcom.cl 
11 Chilean Government.2008. “La segunda fase de negociaciones del tratado de libre comercio entre Chile y 

China (servicios e inversiones)” Working Paper Series, edited by National Bureau of Economic Trade Chile.  

http://www.direcom.cl 
12 Chilean Government.2008. “Relaciones economicas entre Chile y China: Evaluacion a 2 años del TLC” 

Working Paper Series, edited by National Bureau of Economic Trade Chile.  http://www.direcom.cl 
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largest contribution to trade balance of Chile. Indeed the first half of 2008. This, 

in large part is explained by China's dependence on copper, as produces less 

than one fifth of its needs. In 2007, one out of five tons of copper exported from 

Chile went to China, and one in five tons of copper consumed by China came 

from Chile. Despite the increase experienced by number of products shipped to 

China, export baskets to that destination are fairly concentrated. During the 2007, 

25 products accounted for 98.5% of total shipments. Emphasizes the within the 

total exports have cathodes and sections of cathodes of copper refining (49.7%) 

and minerals of copper and concentrates (31%)of the total exportation13. 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
13 Chilean Government.2008. “Relaciones economicas entre Chile y China: Evaluacion a 2 años del TLC” 

Working Paper Series, edited by National Bureau of Economic Trade Chile.  http://www.direcom.cl 
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These tables can show the trade between Chile and China in the last 12 years: 
1- Development of Chilean exportations to China14.  

(Numbers in percentage) 

**“Evaluacion Economica del tratado de libre comercio entre Chile y China (servicios e inversiones)” 

 

 

2- Commerce between Chile to China15 

(Millions dollars) 

**“Evaluacion Economica del tratado de libre comercio entre Chile y China (servicios e inversiones)” 

 

 

 

 

 

 

 

                                                 
14 Chilean Government.2008. “Relaciones economicas entre Chile y China: Evaluacion a 2 años del TLC” 

Working Paper Series, edited by National Bureau of Economic Trade Chile.  http://www.direcom.cl 
15 Chilean Government.2008. “Relaciones economicas entre Chile y China: Evaluacion a 2 años del TLC” 

Working Paper Series, edited by National Bureau of Economic Trade Chile.  http://www.direcom.cl 

 

  1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Exportations 116.02% 22.98% 22.39% 6.07% -21.89% 152.66% 12.62% 21.37% 50.42% 73.02% 37.74% 14.82% 98.28%

Importations 39.06% 31.95% 27.98% 14.25% -12.35% 44.14% 6.55% 8.75% 17.04% 43.21% 37.62% 37.31% 39.94%

  1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Exportations 287.9 354.1 433.4 459.7 359.1 907.2 1021.8 1240.1 1865.4 3227.5 4445.7 5104.4 10120.9

Importations 390.3 515 659.1 753.1 660.1 951.4 1013.7 1102.4 1290.2 1847.6 2542.7 3491.4 4886
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-Summary. 

Chile over the past two decades, has developed extensive FTAs with a range of 

partner countries in the Americas, Asia, Europe and the Pacific region, which 

has allowed the country’s economy to sustain high annual per capita growth, at 

4%. The current combination of structural, policy, and institutional strengths 

will carry its economy on its current growth path for some years to come, 

barring major shocks and abstracting from cyclical deviations from trend growth. 

Chile’s exceptional strengths in macroeconomic policy and stability, and in the 

quality and development of its institutions, are confirmed in international 

country rankings. 

Chile’s strong currency, helps the wine industry to move up the price ladder, but 

its success will depend on more than just the quality of the wine in the bottle. 

The Trade Association of Chilean Wines reported that both wine prices and 

export volumes increased during 2008, with bottled wine exports reaching 

US$894 million, a 32.6 percent increase over export values for the year before 

(US$674 million). The average price per liter also increased, up to US$ 3.01 

from US$ 2.85 over 2008 making the total value of exports US$ 1.2 billion16. 

 

The United Kingdom, the United States and Canada remained the top three 

destinations for Chilean wine exports. Exports to the United Kingdom totaled 

                                                 
16 Chilean Trade association Wines.2009, edited by Trade association Wines Chile. 

www.winesofchile.org/news/51 
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US$181 million, a 47 percent increase over the same period last year. Exports to 

the United States also increased: US$151.2 million. Surprisingly, Ireland and 

Holland lost their long held spots in the top five export destinations, replaced by 

Germany and Brazil. Total exports to Brazil between January and October 

reached US$42 million, a 49 percent increase over last year value. Exports to 

Germany were slightly higher, totaling US$44 million. In Asia, Japan continues 

to be the primary destination for Chilean wine exports. South Korea is a growing 

market. This year, Chile has also exported US$7 million of bottled wine to 

China, which usually prefers importing bulk wine17. 

 

Several external factors contributed to the increase in exports and prices. In 

Australia, vineyards have been plagued by both drought and frost, decreasing 

production by 30 percent and impeding exports to traditional markets. The wine 

producing regions of France have also experienced climate problems this year, 

causing a reduction in global stocks of wine and increasing prices. The forecast 

to Chilean wine exportations is positive, Chilean producer wine has to take 

advantage of these external factors.  

This evidence substantiates a positive outlook for future growth. The FTA with 

China strongly enhance the magnitude and diversification of exports which 

include, besides the copper and cellulose, agricultural products, livestock, 

forestry and wine exportations. Here the door is open to investors where they 
                                                 
17 Chilean Trade association Wines.2009, edited by Trade association Wines Chile. 

www.winesofchile.org/news/51 
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need to maximize the opportunities afforded by the Chilean government at the 

global level. From the perspective of wine producer the possibilities are 

enormous just they have to choose the right way to penetrate. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 




