


Australian grape and wine industry
Submission 13



Australian grape and wine industry
Submission 13

Table of contents

Introduction

Response to Terms of reference
Recommendations

Appendix A - CV

Appendix B - Supporting documentation

Senate inquiry into the Australian grape and wine industry
22 May 2015

Leo Pech

12
13
14



Australian grape and wine industry
Submission 13

Introduction

"The purpose of my submission is to inform the Senate of the
many changes that have occurred over the past fifty years in
the grape and wine industry.”

The purpose of my submission is to inform the Senate of the many changes that have
occurred over the past fifty years in the grape and wine industry. In doing so, we need
to examine the past history trends, and explore sustainable viable productivity for the
future.

With Australia’s high cost of production, location distances from markets, effective
delivery times, increase productivity for improved economic of scale can only be
justified on economic basis.

Greater accountability must be a higher priority than the past, with monitoring,
reporting annually the progress that has occurred in the ever changing wine world
environment.

With the high export level of the Australian production, greater consideration should
be given to the fluctuation of currency and impact on sustainability.

For the simplicity of forwarding a submission, | will be referring to the inquiry terms of
reference in the logical order of terms of reference submitted by the Senate.

I am willing to discuss my submission to the inquiry in depth at a mutually convenient
location in Australia.

Yours faithfully

Leo Pech
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The extent and nature of any
market failure in the Australian
grape and wine industry supply
chain

Market failure can be measured by
many factors, including history of the
industry, economics, currency, wine
quality, wine quantity, international
value or quality, supply demand,
industry influences and political
understanding by public sector and
politicians.

The history of the Australian Wine
Industry has not enjoyed a large export
market. From 1946 - 1986 wine
exports averaged 4% of the Australian
production in fact for nine years
imports exceeded experts (Appendix B -
Export data)

From 1986 - 1987 exports increased to
6.2% of production and increased each
year to peak at 67% production. Today
exports 61% with some companies
reaching 90%.

To confirm the information at March
2015 total sales 1,168.5 million litres
which included export of 711 million
litres and domestic 457.5 million.

As a result of lower currency, the
Australian dollar averaged for five years
was below .40 cents to the British
Pound, three years below .60 cents to
the US dollar and seven years below 60
cents to the European Euro (Appendix B
- Currency data).

Senate inquiry into the Australian grape and wine industry
22 May 2015

The Australian wine industry enjoyed a
profitable export market from that
lower currency. The profitability
reached a peak in April 2002, with the
average price exported reaching $5.00
per litre.

Since the peak, the value per litre has
fallen as a result of a higher Australian
currency, lower quality (Appendix B -
Wine quality) of wine available to a
more commercial style. Export of lower
quality wines, brands proliferation, loss
of story and identity in a world of
oversupply. Centaurus Partners page
21.

Today our exports value of wine is up
from $1.82b to $1.856b or 3.9% with
the average being $2.60 per litre.
Bottled wine is up from $4.85 to $4.87
per litre, bulk wine down from .99 cents
per litre to .97 cents per litre over the
past twelve month period.

The concern is the figures of export
bulk at 57.5% of volume exported at .97
cents per litre, being 35% of our total
sales exported or 267 million litres sold
at $1.00 per litre or less or23% of our
total sales.

In August 1993 the Winemakers
Federation of Australia at a meeting in
Mildura, approached the Wine Grape
Growers Council of Australia to support
the concept of tax incentives for
planting of vines over a four year
period. This concept would assist in the
availability of wine for the export
market, and be in line with their ‘plan’ of
strategy 2025 presented at a later date
being 24 July 1996 at a conference
held in Melbourne before an audience of
over 450 people.
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The vision was “By 2025 the Australian
Wine Industry will achieve $4.5 billion in
annual sales by being the world's most
influential and profitable supplier of
branded wines, pioneering wine as a
universal first choice lifestyle
beverage.” (Appendix B - The
Australian Wine Vision).

Six years earlier we had completed a
“Vine Pull Scheme"”. The meeting
delegates were pressurised in making a
decision on the day, as they intended to
approach the Government the next
week, to introduce in the spring session
of Parliament in Canberra.

The issue was debated heavily and after
long intense discussions the meeting
supported the proposition.

| opposed the concept strongly, but lost
the debate believing the scheme was
doomed to fail before it began, reasons
being:

e The world had an oversupply of
wine

e Consumption falling per head of
population in world

e Fullimpact of floating the
Australian dollar not year reach

e End of apartheid policy in South
Africa

¢ UK hadjoined the common
market, stronger relations with
Europe

e Lower Australian currency
would not always remain

e Fullimpact of deregulation not
reached

e The concerns of the nuclear
explosion of Chernobyl had
already abated

Senate inquiry into the Australian grape and wine industry
22 May 2015

e Exports had increased from the
“vine pull"” days in 1986

e Trade practises act not fully
tested

e Increased international
ownership of Australian wineries

e Oversupply would be greater
than mid 1980's

¢ Vineyard expansion already
occurring

e Communism failing in Europe

e Expanded European Economic
Community (EEC)

e Increased taxation on winein
1993

The four years agreed to by the
growers was never put to the
Government. This was confirmed by
Senator Chapman and not part of the
legislation.

In 1998 Management Investment
Legislation was introduced and past for
tax incentive management schemes
including horticulture.

The tax incentive legislation continued
to September 2004, eleven years
however anyone who had made a
financial commitment could complete
their project.

This in some cases lasted fourteen
years of tax incentives and then
expecting the free market forces to be
effective. The situation could be a lot
worse had it not been for the draught of
2006-2008. This brought water
restrictions along the irrigation regions
and expansion came to a sudden halt
including the Australian currency rising.
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Today we can't talk about supply and
demand or in or out of balance by the
tonnes of grapes sold, as the price
received is not economic to the
growers. With respected comments by
industry personnel it could be 70-84%
of industry not economical.

It is not the importance of the
magnitude of the issue but was the
influences that resulted in an outcome
like this, beyond comprehension.

The magnitude of error of judgement
by industry leaders, with optimism
above reality (Appendix B - Error of
judgement).

The extent to which Federal and
State legislative and regulatory
regimes inhibit and support the
production, processing, supply
chain logistics and marketing of
Australian wine

For Australians to have a greater
understanding of the economics of
supply and demand and evaluation of
the industry up to date statistics on
time are vital. The Australian Bureau of
Statistics is no longer reporting.

A national registration of vineyards with
surveillance annually would be the
ultimate in completing the statistics
with reporting annually to industry.
There would be an initial cost of
establishment but the benefits would
outweigh the costs involved.

The Phylloxera Board of South Australia
has already the information required for
that State, and has the staff
professional skills and experience to
administer a national scheme.

Senate inquiry into the Australian grape and wine industry
22 May 2015

Once the system was established, the
annual costs of surveillance would be
very affordable. For example, to survey
the Riverland region (about 25% of the
industry) in 2009 was at a cost of
$170,000 dollars. With modern
technology the same survey in 2015
was $25,000.

This would have been valuable
information in 1993 when pressure was
imposed on growers for a tax incentive
scheme when already more vines were
being planted to meet the needs of
industry requirements (Appendix B -
Production costs).

This information would also be of great
value, in the event of an outbreak of an
exotic disease.

History has already proven that the cost
involved would be minimum compared
to the cost of “error of judgement”
without the information.

It is interesting to note that the first
recommendation of the Senate inquiry
in 2005 was to consult with Federal and
State Government authorities and peak
bodies with the view of establishing a
register.

The cost of grape production has
increased well beyond inflation, in
particular the cost involved in producing
a quality of grape above reality,
compounded by reduced production
per hectare to achieve that quality.
Grapes are not grown in a closed
environment but subject to the
elements of nature.

Leo Pech 7
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Quality can be measured in the field, at
the weighbridge or at a later date, by
the winemaker. Factors that can affect
quality include:

e Supply and demand

e Winery's own grapes are often
high quality to reach their cost
of production

e When quantity levels are
reached for each grade further
guantities are lower rated

e Wineries measure the
profitability of each grower and
if excessive profit is reached,
lower quality is given

e Grapes not taken at optimism
time

e Clones of variety not the
desirable clone nominated by
the winery

e Viticulture practices, soil
management, vine management

e Trellising not the desired system
or direction

e Grower in ability to
communicate

e Economy of scale

e Grower actively involved in wine
industry politics

e Contract statement

Senate inquiry into the Australian grape and wine industry
22 May 2015

The profitability of wine grape
growers and the steps industry
participants have taken to
enhance profitability

Great levels of activity have taken place
to improve the profitability and
sustainability of viticulture. In stating
only one major activity over decades,
the work of selection of better planting
material commencing mid 1960s
(clonal selection) virus index statics,
development or registered source areas
throughout South Australia.
Introduction of new varieties,
rootstocks and rootstocks source areas,
development of skills in grafting vines,
scion and stock compatibility quality
improvement and test for draught and
salt tolerance of vines. This assist in
rapid conversion of grape varieties.

Industry conducts training in crop
watch, irrigation monitoring, pruning,
spraying systems, mechanical
harvesting and field days.

If the economics allows and the
willingness with incentives exists, the
ability to reconstructive to further
improvements is possible especially in
the event of a phylloxera outbreak.

This is a vast improvement from the
mid-1970s when | was the Chairman of
a committee looking at “viticulture
reconstruction” from a fortified
industry to a table wine industry. The
committee forward evidence seeking
lower interest rates loans to the
“Industry Assistance Commissioners”
on Rural Reconstruction to
Commissioners JG Crawford, R G
Mouldon and E H Fisk.

Leo Pech 8
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Today the availability of the improved
planting material has assisted greatly to
the quality of planting material, grape
quality over the last twenty five years.
Today South Australian has 20% of
vineyards on rootstocks more tolerant
to monoculture issues and phylloxera.

The impact and application of
the wine equalisation tax (WET)
rebate on grape and wine
industry supply chains

The economic history of grape growing
in Australia has relied heavily on other
alternative agricultural activities to
remain viable such as horticulture,
contract activities off farm income,
sheep, cattle, dairying.

Today all agricultural activities have a
larger economy of scale; therefore
supportive income is not readily
available.

The wine equalisation tax rebate gave
growers their valuable added income
for sustainability, evening the highs and
lows.

Providing this scheme has limitations in
rewards, it is vital for the sustainability
of many growers and the continuation
at a lower level is vital. If the scheme
was discontinued, the Government of
the day would have greater regional
agricultural problem to solve.

Senate inquiry into the Australian grape and wine industry
22 May 2015

The extent to which grape and
wine industry representation at
regional, state and national level
effectively represents growers
and winemakers with respect to
equity in collection and
distribution of levies

Most regional, state and national
growers and winemakers organisations
have their voluntary levies. Growers
have always been short of funding for
their operations. It limits their ability to
lobby, conduct research projects, study
tours, and attend meetings to be a
more equal informer to Governments.

Until grower's voice is recognised at a
more senior level, information from the
wine industry will be out of balance.
This is why we have the problems of
today.

The work being undertaken by
AGWA pertaining to levy
collection information

The Australian Grape and Wine
Authority (previously The Australian
Wine and Brandy Corporation) collect
information and data for its member
levy payers, especially export
information and added information on a
cost basis. Much information is not
available to growers who are not levy
payers however if requesting
information, the cost is prohibitive
therefore growers are disadvantaged as
a lack of information.

Leo Pech 9
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The power and influence of
retailers of Australian wine in
domestic and export markets

Since the introduction of the Trade
Practices Act 1973 and the National
Competition Policy and more recently
Free Trade Arrangement great changes
to the competitive forces now exist as
never before.

With two powerful retailers, Coles and
Woolworths distribute and sell up to
77% of all wine off premise (Centaurus
Partners page 26 report) and
Australian wine companies have their
own import export companies. At
present imported wine are at record
high of 15.7%of domestic sales
compared to Appendix A of previous
years.

With large international owned wine
companies, the same commitment to
the Australian industry does not appear
to exist.

If it is more profitable to produce wine
in for example the United States,
Europe, China, South America, South
Africa, and New Zealand that will be the
driving force with the international
players.

With 57.5% of Australian wine exported
in bulk, it has a damage effect to “Brand
Australia” by a number of actors
including exports of lower quality wines,
brand proliferation, loss of story and
identity (Centanurus Partners report
page 21) apart from loss added value
and employment.

The full impact of the Woolworths
owning Cellarmasters winery and a
large bottling mall, the full implication
can only be measured in the years
ahead.

Senate inquiry into the Australian grape and wine industry
22 May 2015

The adequacy and effectiveness
of market intelligence and
pricing signals in assisting
industry and business planning

It is extremely difficult for growers to
gauge market intelligence or pricing
signals as each winery regiments are
different. Even different grades of
quality from the same location of vines,
have different outcome of quality by
two companies.

There is little oversupply as most
grapes are purchased at uneconomical
prices or harvested free, no cost, no
payment to the grower.

The optimism that the prices of grapes
will increase as the currency lowers; the
reality is that total value of export
increased by 0.3% to $2.60 per litre.
Bulk wine exported is 35% of
production. The national utilisation and
pricing survey is a valuable source of
information from the South Australian
Wine Grape Crush Survey.

The extent to which Australian
grape and wine industry benefits
regional communities both
directly and indirectly through
employment, tourism and other
means.

Regional communities benefit greatly
through the wine industry with
employment, service industry, tourism,
manufacturing, bottling, production of

labels, transportation just to name a
few.

Small growers and winemakers depend
heavily on the wine and equalisation tax
rebate for continued stability.

Leo Pech 10
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Any related matters

The vine pull of 1986 was a fine
example of the Federal and several
state governments acting in time with
little cost in avoiding the present
situation (Appendix B - 1986 Vine Pull).
The industry was uneconomical,
imports exceeded exports (Appendix B -
Export data) for many years.

Australia floated its currency in 1983
resulting in a fall from $1.15 to $0.62
to the USD and still unable the export to
eliminate the problems.

The impact can be measured by the
impact of Barossa prices the following
years (Appendix B - Grape Prices).

A new unexpected interest in Southern
hemisphere wines occurred after 26
April 1986 with the Chernobyl nuclear
power station explosion, sending
radioactivity over parts of Europe.

The radioactivity was spread over 400
times that of the Hiroshima bomb
explosion, covering land masses in
Belarus by 14.4%, Austria 10.3%,
Ukraine 6.2%, Finland and Switzerland
3.4% and Sweden 2.7%. It tool until
August 1986 for the world to realise
the full implication of the disaster and
the fear of the pollution remained in
Europe for years.

The spread of radioactivity gave
Australia wine industry a "kick start” to
export with a clean and green image
that lasted for years, but as time passes
by and so has their clean green image
disappeared.

Senate inquiry into the Australian grape and wine industry
22 May 2015

The Australian wine industry has less
than ten years to put the house in
order, as Europe has a plan of
controlled expansion, unlike Australia,
pass through the Strasbourg
Parliament.

Over fifteen years, well over 500,000
hectares of vines could be added in the
appellation regions of Europe, equal to
Australia, Chile and South Africa,
hectares combined (Appendix B -
Expansion in Europe) apart from
expansion outside the appellation
regions.

| support strongly an inspection service
for soundness of wine for export
(Appendix B - Wine Soundness).
Inspection requirements have been on
and off for many years. It is interesting
to note that Canada has such a system
for importation of wines, and Australia
is successful in exporting to Canada.

| was fortunate to discuss the
requirements with a Canadian
representative at the International
Conference of Vine and Wine in
Bucharest, Romania in 2013 with the
manager of the service.

(Appendix B - “Spin™) is a fine example
of “spin” and not much happens

Leo Pech 11
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"My second objective is to reduce the hardship of grape
growers and find a long term solution to the present situation”

1. Eliminate the wine equalisation tax rebate from all imported wines.

. Reduce the present rebate by 50% on bulk and bottled wines to be reviewed in
three years.

. Money from the reduced rebate to be reinvested in:
a. National registration of vineyards and monitoring services;

b. Export promotion, export projects, export grants on application subject to
the industry accepting some form of regulation as the Australian wine
industry is one of the most unregulated wine industries in the world to
avoid a repeat of the present situation.

. Increase research to improve quality of wine from inland regions as 85% of
exports by volume are D.E.F wine quality.

. Over 5-10 year period change from advolourm to volumetric tax, as wine is the
cheapest form of alcohol. This would raise the image of wine a beneficial factor
for all, including the area of gastronomy.

. Re-introduce inspection of wine for soundness, for all exports, as an insurance of
quality and an assurance for the purchaser, raising Australian wine image
(Appendix 8 - Expansion in Europe).

. Increase grower recognition at a national level.

. Governments to monitor more closely statements made by industry leaders, as
history reveals all statements are not in the best interest of the industry and
economy.

. If this Senate inquiry fails to deliver effective outcomes and actions, a Royal
Commission is required, not only for the economic reasons, but the regional social
implications reducing and containing suicide rates, before the perfect storm hits,
as the resilience has been remarkable by the growers, but soon they will “crack”
as they are vulnerable to manipulation.

Senate inquiry into the Australian grape and wine industry Leo Pech 12
22 May 2015
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Appendix A - CV

Leo Pech
Retired Viticulturist

Role

For two vintages prior to leaving school at the age of 14 years, | assisted the family
full time in harvest operations on a forty hectare property, with the approval of the
Minister of Education as a suitable persons were not available to drive the truck and
tractor in my father's absence delivering grapes to the winery.

| retired at the age of 75 years.

Relevant industry experience

» Barossa Grape Growers Vine Selection Society (Chairman 11 years) and Life
Member

South Australian Wine Improvement Committee (Vice Chairman 7 years)
Barossa Wine Grape Advisory Council (Chairman 8 years)

South Australian Wine Grape Advisory Council

Barossa & Light Rural Council Advisory Services Committee

Barossa Wine Grape Committee (former Chairman)

South Australian Farmers Federation Wine Grape Section (Chairman) and Life
Member

Wine Grape Grower Australia (former Chairman) Honorary Life Membership
National Wine Health Steering Committee

Geographical Indication Committee (Wine & Brandy Corporation)

Wine Grape Industry Liaison Committee (inaugural Chairman for 2 years)
Baron of Barossa since 1984

Recipient of a Centenary Medal for service to the community

v v v v v v

v v v v v v
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Appendix B — Supporting documentation

1. Export data
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2. Currency data
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3. Wine quality

Glass hal
our global

ALUSTRALIAN wine h;l:’l_i."l‘.l"!]
dumbed down and necds o
Tegain s high-gualicy  alluype,
Treasury Wing Estaters boss
D hearig said '!.'l_'sl,ur-:l.l:.'_.
Mr Dearie joined the push by
industry leminaries sach 33 Wl
Hbms for the Awstralian Govers-
meit and the imdusty genermlly
o co-ordinate and fund the A
ralinn wine bramd overieas, )

“The total Brand Aostralia i
aot performing as well
stuI%GJn internarke-
he gaid as he
CEHE il o
profit to §523 million.

“The reputation has changed
and I don't think we're comgeting
effectively enoagh ainst wites
from Chile ar wines from Argen-
ring, or the French

“l think, % an industry and
Ear VEMMIEDE, wWa've got [0 starnt
pulling ‘ogether to tell the siory
of Brand Ausralia and encoarsg.
e peopl to come o At
fream a tourjam DOl ., et .
“'-i-i_ﬂ-,;,?}#“ Australis [HEIOIE ALLE

i the firet place was gregy  Tuality sight even
| repgional wines ) lon eas
| "Owver the [ 10 VTS OF 50 | -ul-llll?jgm
| wetve durnbed thar down o hip |, s
| and become mwce of g i | e
| And, ecome  fr ral ar

Mo le wine in a lor of | B Y
.::;.rki.i:;.ﬂ'r'n_‘-'.".'. Far ke e rhigp .S M B
L qualicy messape back o,
i thé 1ps e, Bt [igar,
the  Agian markel, whepe |,
owner af Penfolds and Wialf Blass per . .
w:'msmsbnditsglmngesu:r{rwn"- 2213 financyg Wi, OUIPSCR SUDILY, e g, -
results, would conting e to baary, China and Hong Kong collac. Treasury spept ¢34 ML -
"It's wery clear that Asia g lvely grew volume by 24 per during the firse half buying 590h5 |
falting in fove with quality wine “ent, and fapan by 3 per comr of wingyards, including twe in the |
brandz, pog st from Arstralis “But we haven's YL gone inte Bapossg Villey and one i Edan
bur from around the world” he  places [ India, Erazil. Russia,  Valley, and finalised the prpehgs, [
said, “Australia g he secand-  Mevicg - gl thse Bew markets  of the Masg Mariborough pew
largest wing POUNTY of origin with an emerging middle class,  Zealand winery.
Bolhig mio Ching affer Frange, wWith a lot of u-ﬂ?:h, looking fir Yesterday it Pested @ net profy |
"IN ook ar she forecagts riphy PTEMAUN winses = My Diearie said.  of 5523 milliogp, up from 34
o, Ching is COMAUMNE $0me- TWE had ot Yet Pushed inte  milfon U revenues of 58507
whete between [0 and 150 these eme ing markers bepgyse million, down 14 Per cens,
million cages, it did not Haye sufficient stocks Tl number of cREes gold fell |
“The comseryasive forecass iy of the wine jr wanled to sell iy 25 PEC cent 1o 10,5 milling, TWE
the fiexi five YITS 15 that s those countrins, Jp meeded to haye Wil pay 2 6e dividend, 50 per cent |
doubde to around 250 and the sufficient stpeks by ke able Iranked, Its shargs closed 82 per |
more  hilligh forecquts sy it supply wines oy CONSUmMpeEon  pent higher, Up 40c ar 5300 |
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4. Australian Wine Industry Vision

Vision
Thee Fusralian Vi Industry VISION s -

By 3018, The Australian Wine \ndustry wil acineTe
J.Euukm afeunl salns by being the werld's most
wiftuantial and profiuable suppisr &l brandnd

mmﬂ.‘““ & & universal firet chiose

Eatngy

ww | 247199

Against that future context, the Australian wine industry has formulated its

vision.

The vision is:

By 2025, the Australian Wine Industry will achieve 4.5 billion dollars in annual
sales by being the world's most influential and profitable supplier of pranded .
wines, pioneering wing as a universal first choice lifestyle beverage.
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L csampi——
I Fesourme Requiraments
1"1 : Strategy 2025
t‘ | FaiFd ] LTt
i E Changs %]
| E v a0 T (R &0 D 9
: :- e S YN BET Imidan bliee| 7000 L]
; i e P Srocessng brelion B BT 14
t by g (e ines) 1000 TE
a1 et Empinemend (FTE 3} 10,805 il
b i T n (IR YRR 2% 000
A |:;:_1:;| Fumzr g | A% rakon) 5002

18

B e e g e j:i‘.l.q./-ﬁ _:i-!-lﬂ'- .-"I':I?{;:'ér
) #

i g groedn scunarios the wine industry will have to mobilise
OGOl TRSOUICES.

Cgirepacds of 40 000 nectares will be required representing an
wap s=ewgal planting rate of 1500ha which is well below recent

ks Yl {:--.-;-aznr-d mgiuns will attract a higher proportion of new

I
15 o3

s manegement of existing vineyards there will nzed to be rnnr&.
arronas s on Taveur, complexity and cost efficiency -
Thare will eed 10 be substantial investment in redeveloping
aisting vneyasds o meet market specifications, cost and

rormenta’ benchmarks

o obaar resource requirements:

e e eRciencies and realiocation means that water will not be a

el O JFcet

e vl orasse ool be needed in red wine fermentation capacity
i sasss i slocsee will be required 1o accommodate higher stock

crnpiayees of 10 500 plus a8 major investment in skills

wakoprisnl Wil e reguireg
Ainges chellonge will be 10 securs investment funding - a mix of

ac ity And Borrow! rags Sources will be corporate retained

frenet ox stz oedcRiors and the capital market.
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Table 1: Production of Grapes (tonmnes)

v | Winemaking | Drying | Table & Other | Total
i 661,242 2IZATO | 45456 G19.608
N 577364 | 147006 44, 456 | 168827 |
| TRZ3RN| 248342 C557E6 | 10BA.509 |

T 743382 | 136435 63,206 | 943113
| 870,627] 176,570 64,972 1,112,170
» | L076,207 119438 | 69800 | 1,265,536
T LT 133,454 66,79 1,311,382
i 1,391,074 00241 64,686 1,546,002
2 {"_Tm 501 152863 T B6,524 | 1,753,888
y | 132195895 92,264 TS.0E0| 1,456,539
T | L8I6SS6| 129489 6RI20 | 2,014,965
rce: |"||.Bq'.:|- cat 132@1} VAMOUS YEArS |

oduction of winegrapes hu.h mereased by (804 smee 1994, driven by export
350% in the same ]_:rﬂ]-:"_'rd This has been made possible by strong growih
s, particularly in the late 19%0s, peaking in 19%8-59:

—

-.'-i'.:uJ;IE 2: A:&ﬁu:i Plantings of Winegrapes (ha)

‘ear | Total (ha) | Year | Total (ha) | Year | Total (ha) |

98T 19957 11993 |33T1 11999 | 11646

[9R8 | 1790 1994 (6450 [ 2000 | 6772 .
| 989 | 3036 1595 | 7613 2001 _| 7367 Je
1950|2193 1906 | 8520 (2002 [6366 | -
(o1 J1807 (1997 [ 12035 2003 [ 6338 Qi
1992 {2191 1998 | 16224 2004 | 5337

_ mul_'-:I: WEA, Additional Information, 22 September 2005 L« - L]0 4 Yol 57

ne estimated 2005 crush is 1.924 million tonnes, This 15 6% more than 2004,
s are fora 2% drop o 1LETY million tonnes in 2006, then a 3% increase to
lion tonnes i 2007,

i 2004, 24% of grapes were sourced from winenes' own vineyards, and 76%
ependent growers.” There are significant regional variations to  this

itles, Fe Asertralion amd Newve Lealand Wike Tadietey (ireciony, 2005, o B ABARE,
alion Wire Grape Produciion Projections fo JO06-07, HELS, p. 13
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proportion: for example, in 2001 in the Coonawarra region, anly 15% of white and
24% of red grapes were sourced from independents.”

Wise making

29 The wine indwsiry is extremely diverse, varying from senall familv companies
to very large cotporations. In 2004 there were 1,798 wineproducers (defined as
companies selfing wine cnmrn:n::iu]]y}." 164 winemaking businesses crushed 50
tomnes or meae, al 10 lecations.

210 There has been a long history of mergers and acquisitions by the major
companies. The largest four companies (Hardy, 5  MeGuigan Simecn and
Orlando Wyndham} account for about 50% of production. The largest twenty
companies account for §0% of production.” Winemakers crushing more than 400
tonnes, though only about half the total winemakers, account for 98% of production.

211 Wine production increased by 71% from 1999-2000 to 2003-04. The dip m
20012-03 reflects the bad season in that year. The growth has been driven by modes

growth in domestic demand and very strong growth in exports:

. Tahle 3: Wine Production and Sales of Australian-Produced Wine (*000 L)
" Year Gross Domestic ! Exports |  Total Exports as | Exports
: Wine Sales | Disposals Yo of as %o of
| _ Froduction | | Production | Disposals |
19930 | SRTATT| 319,533 125464 | 444096 |  21.4% | 2R2%
1994-35 | 50279 | 313,357 113663 | 427.020|  22.6% |  26.6%|
199596 | 673445 309463 | 129671 | 439,134 19.3% 29.5%
1996-97 | 617,379 333591 154,393 | 487.9%4 25.0% 31.6%,
(199798 | 741,587] 338,814] 192,404 531208 25.9% | 36.2%
(1998-09 | 851,143 | 348,349 | 216,149 | 564408 254% | 38.3%
19595010 859,166 369,271 | 2849351 654,206 33.2% |  43.6%
2000-01 | 1,076,538 | 384847 338289 723,036 3L.4% 46 5%,
200102 | 1,020372 ] 386,232| 418393 804,625 34.3% 52.0% |
(200203 | 1LORS.9ES | 402479 SIe42| 921,021 47 7% 56.3%
(200304 | 1471228 417378 S84.397 | 1L0OLTIS | 19.7% 58.3%
Source; ABS cat 1329.0, various years, Production by winemakers crushing more than
LD tonnes annually or with sales of more than 250,000 litres

———

k]
&

Ageifawinesy Beview Vol 11, Paper 5 (2005)

1 Wiminbidbee Tike duefration e Wope Faoliad Wime faavertion P .

ABARE, Ausrralionr Wine Grape Prodction Frojecrions o JIMG-07, W05, p. 37

lnin Fraser, “The Rele of Contracts in Wine Grape supply Covrditation; An Overview',

RETE LT
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5. Error of judgement

AUSTRALIA'S wine industey
I8 a "lazy"™ sector that has bost
its inmovative edge, South Aus-
iralia’s outgoing Thinker in
Residence savs

Professor Goran Roos said
the industy waz cme of a
number at risk of global com-
petition, along with printing,
which had been protectod from
Infernatsmal cosmpetition wntil
recendly.

China and Indis were the
likely spurces of future compe-
tition based solely on the
sirength of oumbers.

Kecent studies found 27 per
cent of Chinese and i
firm2 were better managed
than hall of Australian firms -
kaving this half at risk of
colla in the face of more
capable overseas competition,

wor Roos said,

He sadd Australia’s win= sece
tor was in the firlng line be-
cage it had failed to keep
the pace of reform and gr
it set in the 190

‘ have all kinds of ex-
Siffcult, thars 15 & airong dol-
i t. t a del-
lar, ther® is a glat,” he said,

“But the rest of the waorld has
taken notice and adopted the
Australian  inndvations ., .
France has adopted Australian
techmokyry, the Spanish are
coming 1n and South African
winemakers are Compeling on
low price. “The indusiry has, .,
squandered a ket of time™

Prodessor Koos will aoom de-
llver his report to the State
Government with 40 rec-
ommendations  for  lmprove-
ment of Sowth Australia's
manufacturing sector, inclod-

i@ settimg up AN AUMEMOLHY
clster 1o help companies work
together,

The wine industry need mpod

o Py
o e

RUSSELL
EMMERSON

collapse, he sald, a8 “a near
death experience is 8 good

Winemakers Federatdon of
Australia chief sxecutive Ste-
phen Strechan sabd Prodessor

| Roas ohservations were “a bit

nalve™ He admitied the indas- |
try engaged in overplanting in
the 19905 on a "{HL eXpeC-
| tathon of market
and was suffering

artunitses”

e prices

i_resull.
t Sirachan ustralian
winemakers were  continudong
o inmovate.

“Companies scross Auslralia
are developing new products

and styles and there & a lot
going m&'_rhe- ik m i% itmi:
nak vet being displa in
market, and it won't g.‘;mhr&r
two or three vears™ he sagd

“"Even though there is an
oversupply, there is still a ot
of innovation, 'We are Just not
seing that dranslate into the
robust growth we saw in the
Fe2s, In timee woe will veap the
benefits but it is going to fake
A while™

Meanwhils, in his assessment
of manufscturing, Mr Roos saxid
employess should be paid more
to ensure the local imdustey
survives “the perfect storm”,

But he warned that there was
daom in store for companies
that “probably shouldn't be
there” as they Fy 1o compete
on price in a high-cost environ-
Mt
PAGE 33: Manufacturars face
danm
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Business

Wine glut is

‘nhonsense’

By BAIAMCA WIRDLEY

DT .|“:'L-E|:|.[:_Ll|:| wine rluts
when speaking to BRL
Hardy's chairmman Mr John
Pandrigh

“1 dont think we will syver
mest demand despite zll cthe
nansenss of ghuts,” Mr Peadrigh
gzid. "I am not Eaying there
win't he some surplos from Lime
Lo ftmme in certaln varietioes =HEg
ticularly ped wine.

“{But overall) there is demand
far our wines thal we haven't
beem abde to Cwlfil

= The imdaatyy can't mows: fast
enalgh,” ~ )

In fect, he belleves when the
Australinn wine INARSTEY Erows |

| demand In new Internstbonal |
| marzeis, particularly Germany |

and the Unlted States, then "the |
sky's the Gradt™.

GETTRHY & The Bggest wine
mparter in the warld

"It & the emboym of another

United Elnpdom.” Howewer, hie
spid the U5 and Gemman mars
kets wonld be hacder 1o brepk
Intothan the TE but would affer
Strong returns for the lacal wine
Indstey.

N Perdrigh, who was named
by the Australien [nstitute of
Comprany Darectars a5 the 10940
Soubh Austrulian director of the
vear, has been BRL chalirman
slree 1002

In the past six years he, In
collaboretion with BRL an-
aping director, Mr Stephen
Millar, and the team at BRL, lias
aeer Lhe group grow tenfold.

It 1= a Jomg way fnom his initial
carear In the ahipping indhastsy

Mow, metend of ensuring con
talner terminals and depots are
running anseothly, he i the ol
et with & vesled Int=rest in
Bhipping BRL wines to the
world. Sinee he moved into the
wine Iindustry in 1901, on belng
appointed managng director of

Berr] Renméano, which merged
with Thomas Hardy, e has been
influential in estabiishing a host
of industey initintives

One waz helping o pull
together an mdustry in which
mary memb=rd had besn “oom-
poting Againat. each other in
what they were irving to
achieve to form the Wine
Makers Pederstion - repregent
g B0 per cent of the Industey.

He sald the future af bhe loeal
wine sty wag briphtl and it
woukd get “higger and betber™

But. why wine?

‘L hove glways been inbenssted
i wioe" he swid, “When T de-
clded to apply for the positlon
O DD ab Berri Renmann i was
the eet declston I've made

“We have a really good Lenm
ab BRL. it's 8 happy smiling
office, Lhey love it
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A REAL CORKER: BRL Hardy'
Fendrigh at the company's new botling plant at Aeynella yesterday

BRL HARDY ON TRACK FOR $45M RETURN

& managing diractor Slephan Millar, e, and chaimman John

Picture: IMiRREN EEILER

Winery tips vintage year

By DIANCA WORDLEY

WINE group ERL Hardy has
reporied andglher hottler in
terirm profit - up 28.7 per cent
ko 5211 million,

The Souath Australian oom-
pany has frecast groorth fie Lhe
Ml year of over 20 per cent,
driven by strong damestie and
tnternaliong] saws,

Total revenwue far the frst 3
méntas Lo June 30 jumped 25
per cent Lo 3244 millon an the
back of a 14 per sent plse in
domrestic sabes and 847 per oent
EUTEE In mtemational sales.

BRL’s managing divector, Mr
Slephen Milas, said the com-
PaIy & Bucerss Wak a result of

‘Ereatl  staft 5-’"‘“3. marketing
-.|r|-.l great brands”

“Thia I8 & very .-:_-.l:,.m‘f.-m-r re
sult whiech confirms BRL
Hardy's positlon as s major
foree in the miernational wine

Induwatyy,” he said yesterday
Mr Millar =zaid he ws a3
“eombpriaile”  with .-':ns_l:.'

forecasta of a full-year profit of
up b0 §15 million, ap from &546.46
mdllon previogsaly

Whils §he domestic earkel
would eontinue ba thrive, it was
i the global wine markets that

JAthe “sky was the llmit

In the T shisme
United Elngdom and malnland
Eurepe rase 63 per cent and 98
per cent respectively,

Shipments to New Zealand
were uwp B8 per cent,

The company secured 8 num-
ber of strategic
dl-uls I the US wnd Canada.

The ntemational otk
for the secomd hall 8 wery
Bavorable, with July and August

pxport shipments I:u_ll.J well
anhead of lust yesr smd higher
than Industry growt I:| rates, Mr

Millar sabd

Meanwhile, he sald the eom-
pany would be interested in
ralzing its stake In ‘»2:_-.;, Zealand
wWine company, Nobilo Wines

Directors declared a 1c rise in
itd fully franked Interim divi
dend Lo Ve, pavable on Octobel
19, BRLs shares cloged down 5
Lo $6.50 yvesterday.

dlstribution |
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~ PRESIDENT ALLAYS OVERSUPPLY FEARS

POSITIVE: Brian Crosar yasterday

s (e

. “tantastic long-term potantial ™.

]

Fioture: &R TALLEJA

Wine industry future bubbling

By BIAMCA WORDLEY
DESPITE mounling oon

cerns of an lmpending over- |

supply Oof wine, the president
al the Winemakers Peder-
ation of Australia, Mr Brian
Croser, =5 adamant the Duluns
of the Australian wine indus-
try is very brighb

speaking at the Securltles In-
stibute of Australis uneh o
Adelabde yesterday Mr Croser,
whiy will retire as president: thas
menth, swid the long-term po
tentlal of the: aine industnr wms
"lanlastie’

"Thers 1 g0 muweh diseussion

| of oversupply ... but the de
mand slde 15 wery robust,” he
| zabkd, "Since 1886, exporis of
Australinn wine hawe grown
from $10.8 million to $1 billlon
in July, 1608, a growlh which
swillows s further 300,000
tonnes of premium grapes.”™
Howevar, he said the questlon
il everyone's mind was when,
it 3, Ehere was going to be a
wine Industry busk
“Urerexettement of plantings
and a downward turn of Lhe
aranamic gycle - these are pao
tential triggers of the collapse
of wine and wine acoal yadoes "
e maid, V1 can™t predict the tum

of the sconomiz eyele aor oven
:.r it ':'-‘H CaCUE, A3 J0Me Spedik-
Late it won't

i%What T can say 15 bhab any |
futwre downiurn in the Aa8t-
ralian wine industry will be o
mini blip.”

Ag 1he exequtive chairman af |

Petahema, Mr Croser sadd the
damand for the scompany's
Yguper and ulbra premivm
brands and specinlised distc
butlon relationships should in-
gulate it frowm the cormpebitine
plfeets to some extent”,

Laat month, Petaluma e
ported & #5.% million profit on
sales of £35,5 miltom
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Australicn wine exporis rose
from $10.8 million in 1986 to
$1 billion in the past year. Now
the industry predicts that after
same gdjustment, the

52 billion-a-vear-iarget will be
achieved more rapidly than the
first 81 billion, Rural Editor
NIGEL AUSTIN reports.

REPARE for a reshuflling of the

deckehalrs as the wine Industry |

Submission 13

797
and entreprenenrshlp of the Austealisn
wine industry belng maintained

He also wirns that. the industry has a real
marketing challenge, with anybody sithout.
g strong brand and only lmited aecess o
distribution Hable to be hurt.

“(Fuis nre relative and {3 comes down to
the price of grapes and the price af wine™
ne says. "I you reduce the price of Erapes,
¥ou can reduce the price of wine and
inerease markats,

“The oiher facter 15 that ne one can
menasure the amount of eoeess wine argind
the wirld. It ks Impossithe o know whether
anathér o torme or 200,000 tonnes of
grupes Wil lead to o sumplis of ETRRES.

‘W have had huge plantings, with the

apters turbulent waters ahead. | price of grapes too high e tos long, wiich

That 5 this week's warning from |
Winetrakers Federalion of Australin presi-
dent Kr am 0

“Hut we're not on bhe Titanic, we'm a0

the QFE2 ” Mr Croser Bays.

Tie Belleves the turmoil will be relatively
short-llved as Australia becomes the
world s dominant wine exporter and wine
| becomes one of the DEtloN's major export

_ industries. But st the mdustey will have
to weather a period of mpid change as the
dramatie expansion of vineyards in the
1530 Lrings & feod of grapes on o the
market and sharp price reductions far spme
waretbes. MT Craser &5ya that while nebody
can determing the exact outeoms, he be-
Hewes it is likely that 8 short-term graps gt
and overproduction of wine will eemur.

The industry dowmturn is expecied to
have o number of repercussions including
finaneial logses for some newer, 1888 esbahb-
Hahad grape growess and wine producers.

Mr Croger alse warns of & looming over
supply problem in bouligue wine areas
relying on selling wine for $20 a batile -
regions such ns the Adelside Hills, Yarra
Valley and Margaret River have been
overplanted for the size of the market for
aunn wInes,

“The big companies will have o feedihg
frenay in thode areas because the market
for winas above $20 8 hottle is Loy, he says.
“Lats of pesple have expectations of selling
hersdireds of thoasands of eases of wine for
520 a botthe, but they will eventually be
forced to aell grapes to the big companies.”

Mr Croser seys the Souih-Essh 15 ex-
chuded from this scenann because of the
heavy involvenent of large wine produeers
and the productbon of wines in NOETORE
cabepories, “But it would be terrible to send
qulb 5 pessimistie message beepuse, n 50
wears, Awstridia &l be the lsrgest suppller
of quality wite to the workd roarket.” e
=ays, “This is Just one of U Zpcies ol ihe
industry, with the overall trend towands
very significant growth into the long Lesm.
Ewery grape that hes been planted will be
used usefully inte the long-term heture™

Wir Croser believes that fn 20years, peaple
will Baugh st hew low expestations were

~img the wine industry's 2025 plab. But

agiges that the fommula for success
“hg sustained vigor, ceeabivily

has induosed a speculative round of plant-
ings bazed on tax incentives. Tt should have

| been awalded, but it provides am oppar:

tanlty in fature on export markets.”

Wy Croser predicts thal the surphis of
white wine grapes will not. last for long and
will be followed by a structural oversupply
of ped grapes amd wine for some time.

He expecis grapegrowers with lower
quallty dusl-purpose varetles will be the
first to suffer, followed by overcropped and
neavily frrignted inland varieties,

“The aubonme will depend on the oo
pacity of wine companles o market Lhe
extes wine,” he says. “There 15 & sUght worry
that in 1907-88, exports by vohime grew by

¢ The

—- market
for wines

above $20
a bottle
istiny 9

a5 per cett, while Lhey obily pose By 14 per
eent this year.

uEuL the new finencial year has kicked off
with huge shipments i July which gol ue
to the $1 billion mark.”

Mr Croser says instinet bl him that the
supply of white wine grapes may 1ot be oo
far out of kiter with demand next year,
becawse relatively few white vinepards have
been planted in the past few years.

A number of other factors could also
reduee the expansion of white wine grape
supply next year, including frost, given the
drought conditions, eady bed-tursk and &
cornpensatary [Rotor folowing large yielde
lagt harmst.

Wir Oroeser suyva that snce Australia's st
snart-lived surplus in 1902, the industey has

TOAST TO THE FUTURE: %r Brign Croser, Winemakers F

planted @ further 30.0000a of red grapevines
and 1%480ha of white grapevines

The new plantings have inereased red
wine winevands to 49,000ka and white wine
vinewards to 40,500ha.

“The pesult 15 that the Australlan wine
indusatey s growing by 50,000 tonnes & year
af whigh 30,000 tannes e Ted grapes and
20,000 tonnes are white grapes.” he Gays

“Sp we heve = big job ahead when you
conslder that vur wine exports have already
grown from $10.8 millton in VEE6 L EL blllon
in the past year. That represents & 26 per
pent anpual growth ioosalume o 13 years
and 36 per cenlb growth Dy valne

"Exports have spaked up another 300,000
tonnes of premium prapes in that time,
while the domestic mearket. has soaked up
100,000 tonnea. I means that by 2002, e
will have Lo market anokher 140,000 tonmes,

wrhe industry will do it ooe way or
another, but it will mean a big sedwction
in grape prices and signfcant changes in
wine prices.”

M= Oposer believes it will lead to new wine
heands ot lower poee poeints with an G-
crapse of buyers-com brands

vwe will alse see Dig adjustmenis in
exprctations for grape growerd, Wine pro-
dusers and consumers,” he says. "Fortu-
nately, parkets are still running prebdy
stromgly, with the damestic market stronger
than 1t's besn for & long thme with bottled
sales up 103 per cent & pear”

Mr Croser says the big wine cornpanies
wiew the sibuation os an sdjustment back
to the world of reality in terme of grape
prices, rabher than an avessupply

"RHigt aryhody whn dessnt have 4 strong
rand swd hes only lmited aceess bo dis-
tobution will be burt.” he predicts.

Mr Croser believes the ramifleations will
inelude wine retailers refduring manging o
wine prodscers, while wine companies reed
o spend more on merkeding

In bhe faee of inereased competition from
overseas peoducers, Mr Croker believes
Atigteslla’s pxpors culture and eheap supply
base will remain the ndustoys ong-tenn
competitive advantages |

EADING viticulfurist br Geoll
I Hardy warmns new iovestorz that

sofme yitleultural projects will need
high grape prices jusk to keep afloat, “If
grape prices fall by too much, some of those
projecss which are nob well managed will
strugple,” he says

It follows wamings from the Australlan
Sepurties and Invesiments Commission
earfipr thiz vear that neweomners should be
wary of Investing in vineyards,

Mr Hardy says thet anyone who is well
pstablished has done exteemely well in the
past few years and shouldnt have any
probiems. He belleves prices [or pretndim
Prut will wot [&ll mueh next year.

“Ive been to lots of grower moeetings
the past souple of months whers the big
companies were saying that most premium
varletles should held, apart from
chardonmay and semillon, buk prices wil
drop mare in the warmer arsag,"” he 5875

The Advertizer
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Wine crushers pressing the juice from growers, too

RAFPE gErowers were

intrispeed o read in

The Advertizer Last

monkh that Hardy
Wine Company group ohief
win r Peter Dawson be-
ligves winegrapes are still in
aver-supply.

Qrowers grecbed with incred-
ulity such an pssessment by an
executive ol Australla’s largest
wine producer. The pessiristic to
gptimistic estimates of this pear's
national wintege by Seuth Auwst-
ralian growers Tange froom 00,000
tonnes to 1.1 milbon tonneas,

The bottom end of that range
iz the more realistic and compares
with last vear's 1.9 million bonnes

N Dwrason defended the low
grape prices being offered ihis
year an L grounds that “there's
skl too much frwil out there™ and
that “the fact that there's a
markel al all i3 mdleptive an

paul
CLANCY

avErSUppiyT.

low pricas, even when demand ex-
ceedpsmsupp]:.r. as markel Tallure,

More bluntly, some may view ii
ns abuse of market power Lo ms-

| nipulate prices n buyers' favour. |
Howevar, while thoere miy be an

However, this vin- | ehment of that, the reallty is far |
tape has been wrecked -“-[!n' [rost, |
drought and other natural causes | ko pay ih -
and that fact has left growers | ralion wine industey: that the past T3 Targe proporlion of oAl Wi

moTe =erous, We are wilnessing
the Lruth of what faces the Auss-

1 Gome of SA% oldest grape-

prowing families, munning large

and effcient vineyards, are pocEv-
| ing 2800 an mere returmn. That's
| below the oost of productbon.

They are belng crushed,

The end price paid for wine
dictatea the price 8 winery is abbe
&0 pey the grower for hi.a:_!'l:'l.IJL

wondering how many Lonnes 0Ove years of growth has been buill | export market is at the botbom
un-ierm':egnum-:-n QW:LF[-].nrﬂjr he- |_on 8n unsustamable foundation. | end of the bottled-wine price

liewe muat be prodused for the
inchuastry Lo D2 in balance.

Br Dawson coneceded that
Lhere haz been g rming of prices
on the spol markets, bt they're
sLill =iEn nily dowm on whiat
wa'd call falr market prices™,

Of course, groveers did nod take
seriously his declaralion of a con-
tinuing over-supply, They saw it
a5 an atlempl te explain away low
prices in an under-supply year.

Some may view the continued

White wine exporl siled Have
Beapn Frowing, it has boen at ever-
decreasing pricas,

A massive owver-supply of Frokt

and resultant low grape prices as |

allowed winemakers to exploil
Jower market price points.

Growers gre not ertieal ol them
o doing that but the prices paid
for the grapes (3200 to 2300 a
tonne and lower) have besn below
the eosl of peoduction and therme-
fare unsustipinable,

]:\-I'.‘nil:l[..'i ard in even cheaper alk

wine. Winetries in this market, and
| that is most of our largest pro-
ducers, cannot afford to buay
grapes at what Mr Dawson calls
“fair market prices’ becange their
wie I8 In low-price-paint mar
| kets, Competing in a gboial mar-

L ketplace is extremely difficult,

Drought, frost, min and other
nataral factors pave wrecked this
'-I'.int.HEE and will have sevens 1m-
packs on the next. Grapes are in

short supply and yet prices re
mmain deprassed

This raust surely be the bell that.
avakens the industry to the re-
ality and severty of its fiveear
decline, We dont have Lo go back
to growing more thian tea millicn
lonnes of grapes n 2009

Neture has provided a breath-
ing apace of two years for the
industry Lo address ia fundamen-
tal problems - too many grapes
and oo mueh of cur wine m

_at unaualainably low prices.

We pre victams of an industey's
Emes over-pstimation of marcket
opportunities for wine nt
sushainable price polnts.

The Industsy desperately neads
0 shake off the sheokles of denial
and Ond acme decisye and viskan-
ary_leadership. )
JBarresa Valey winagrape  grovear
Faul Clancy chars the Wine Graps
Coundl of GA
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Wine industry c
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‘near breaking point’

Evans & Tate shares in trading halt

By MEREDITH BOGTH

CRAPEGROWERS are
bearing the brunt of risk
and eost-cutting in the
wine industry sand sre at
breaking podnt, according
L ome 30-vear winery in-
dustry veberan.

Diavidson Vitkewlbuml Cop-
alting Seraces managing di-
rector DM Davideon told o
15-stronE industry sedience
In Adelpide yesperday theps
was a “distreaging” lack of
understanding from wine
companies about producing
the raw produst

HHARES in Western Aust-
rallan winemaksr Evanz &
Tate were placed in & traclng
halt yesterday pending an
annauncemant By Bhe coome
any to the markel.

The value of Evans & Tato
snares has halved owver the

past week and deopped a
further be or 22,5 per cent to
e on Monday

Sentiment has soured
sinct reports aboil adminis-
trator Hordablenbhn assess-
Ing the companys fnancial
heglrly last wesl,

Chiel execuiove Franklin
Take has confirmed that 333
Performance  Moragement,
a4 aubsidiery of Korda-
Mentha, was gppolated an
June 1 to help the
winemaker mpsove &5 fore-
casting, planning and buasi-
nesx efficarncies,

"Eomie vingyards have aold
for $25000 a hectare in the
I we=ar,™ she said

“1 was in Western Australia

Receivers were now o0 the | 1ast week and my feelings on
sidelines and some well- | what's happening with vine-
nstablished vinevards, worth | yard vahees were copfirmed."”

between SH0,000 and 350,000 |

While some overaupply

a hectare three years ago, | problems eoubd be sourced to

wrre seiling at a heavy dis-

| growers, “O per cent of It has
L_count, Me Davidsom .w{_l.___f Deen encouraged by the in-

dustry aml wine companies
rght ap et teo years agn™,
Mz Dravidaon sakd

“Right now 1laok ab psople
really struggling to break
even and make s profii,” ghe
sadd, adding that many of
these were growers who had
wisely reinvested theilr
profts fromn Lhe 1595905 hoom,

“What I desperately want

o aes happen in bhe next two
to three years is = ragl eqn-
gagement,” she sald

s Davidson's consul-
ANy, whkch handles SHNa
of vineyards from small Sha
vignerons o 500ha proger-
tans, sa%d wine companjes
Should builld long-term re-
litbonships with growers and
share the sk Lo makes the

industry sustainable “Our
dairy indusiry has gone, our
stome frudt Industey and our
dred fruit has gome

“It's different for wine, bat
similar, We need Clse manage-
ment quickly.™

She apoke ah g Committes
for Economic Developrmen
of Australla (CEDA) event,
with KEFMG Global Wine 1n-
dustry Group execublve
chaimman and former Wolf
Blass managing director
Keith Smith, MeWilliams
Wines chied executive Hewin
MaLintock and Chain of
Pomds ‘Wines chilef executive
Chris hlilner

bir MeLintock was wpbeat
iabout Australlan wine ox

orears, with growth ba come
o selling wine abowe ET {0
UK restaurantas and o rise in
priced per litre penerally
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- WINE SALES | 30-year target achieved in gust 10

MEREDITH BOOTH

AFTER meeting a 345
billion anmual sales Larges
20 wears ahead of time,
wine industry leaders met
in Byvdney yesterdsy Lo
araw up @ new li-year
“roadmap” for the sector,

A taskforee of 13 wine
producers, growers and
peak-body representatives
mapech to meset seven times
tiois yesr to dratt their ©'Ti-
rechions for the Wine Sec-
Lort strategy due for adop-

T Booming oxport sales
ziruce 10495, when the indus-
try's “2025 Vision” was
sdopted, hit 5.5 billlon last
yeur ahead of the plannad

J0.yenr $4.8 billon am.

sustralian Wine and
Brandy Corporation chief
croeutive Sam Tolley said
the new-directions docu-
ment would be & "reality
cheek™ on Ausbralia £
-in the global wine industcy
*It's mot neeessanily more
detailed; it's just coming to
grips more with & different
ot af circumstances. .
a&f.*lz: the next 10 years is

—

Now for the next d

ERA OF RAPID GROWTH

1996 2004 change
Wine companies 892 2000 +124%
Direct employass 15 T51 - A1,000  +97%
Vineyards (hal 65,000 156,000 +137%
Grape crush (t]  BB3.000 1.82m  +104%
Export sales $551m 52.Bbn  +408%
Aust, sales 21.0bn 52.7bn #14E%

$372  $398  oT%

ROADMAP TO SUCCESS:

moee the time frame," bir
Tolley said

Blmee 1595, global compe-
tition had risen, producers
and retailers ned consoli-
dated and wine was in over-

supply in some merkebs

Sam Talley . ..

The new strategy would
e released o oA wlder
sphere of industry partici-
pants Inchuding cetailaes,
eXporters, government and
allied industries

“This is p strategy that we

This is & strategy that we must get right.

mest gek right,” by Tolley
=aid. “Ii%s about . .. how we
cpn capitallae on our
stenging and idenkify, as
agrly as possible, the future
opportunitiss by better
understanding  consumer

PeR 0

ecade

trends 8t & global level™

The strategy would =it
alomgside the AWBC"s mar-
keting to Nft the profile of
higher-end premium Aust-
ralign wine ln export mar
kets, countering a tall in the
averape price-per-litre  of
wine exports.

Taskforce members in
clude MeWillinms Wines
chilef execcutive Eevin
MaeLinbock, Mr Taolley, Wine
Grape Growers  Auskralia
acting chairman  Michas]
DePalma, Grape and Wine
Research and Development
Corporation executiee di
rector Jhm Portune and
Australlan Research Coun-
cil director Peter Haj. H

Producer members in-
clude Orlando Wiyndham
marketing and intee-
national director Stephen
Couche, Foster's Wine Es-
tater strategic planning
manager Laura MeLachlan,
Hardy Wine Company man-
aging director Dawvid
Woods, Cazella Wines inter
national sales manager
John Soutter and Tamar
Ridge Winea director
Andrew Pirde

-2




OPINION

IRTHDAYS are &

good time to reflect

'1"l'| “‘l"‘.l.-:'l'l"l'.‘l 2, it

will be e b oole-
brabe 30 vears smee Hhe Hawke
and Keatir vermment foat-
el the Australian dallar

Before that, owr dolkar had
always been pegged in value (o
i currency, first the
Eritish pound, then the LS dol-
lar, then a mowving peg against
i basket of ouitme o,

[t seems hard to believe
now, but a moming meeting
was held between the governor
of the Reserve Bank and the
lark of Tr=wswry, Fi
and Prime Minister and C:
net to decide thie level of the
dollar, The Reserve Bank
walll then wse ils foreign cur-
rerly reserves by indesrvens in
the marker and influesoe the
bewel ofthie Australia dallar
_ Bul by 1983 recesEinn
and _daible
mend, the | Wil .
more difficull Large inves
mient Ronis Froam aversens wee
mirking it hard for the Reseroe
bix ke a bid on the cirrency.

Just manths into the new
Hawhke povernmessni, il wes
crngh fume, [k el b the pearty
al’ workers 1o implement the
el radical Ieee markel move
in Australin's

ory

Then prime minister Bob
Hawke and treasurer  Paul
Kenating have boen bickering

Eyar e aloul wha should
gt the credit

In his 1994 memieis, My
Hawke paintad a picture of
self a5 champion of the
wl of Mr Keating as an
II'It’L"lLIILI'ILI.'L- treasurer, b
vily influenced by then
L v secretary John Stone,
'\ml.- o s T Lve move

Mot only would the foat
dirminislk the infloence of the
tressury secretary. Mr Stope
legitimately Feared that, if left
to international  forces, e

val

Australian grape and wine industry
Submission 13

Austrabian dollar could gain in
worsehing the
downburn already wr
_|_'|<'| reeting Freld « EZI-.I
ber 27, 1981 "-‘lr Stonir's view
pll:-'mlll:'l.l wilh the suppoet of
Mr Keatin d & decision to
Mt the d Jal
But by December &, the Last
day of p wentary sitting. it
Béecame chear the dalkar had be
come  unmanagesole.  beel-
ings were be ||. late inte the
night. Mr Hawke recalls in his
memairs sending & message to
Mr L-.-'qu.:.-ﬂ lame “We've just
gob to do it Mr Keating “has
since ferventiv challe ||g--|_| o
Hawkes avoount and cabinet
documents  released  snee
show Mr Keating played a key
rode an pushing o the Noat
Either way. the twe men
made  histary the following
Monday when the dollar was
set froe for the first time, its
witloe purely  determined by
market Fos
[nterestingly, the floating
oollar began lite pretty much
where it is now - in the |y
LISSHY combse
It seon Fell o USST cents
after Mr Eeafings 1SE “ha
MAa oy 7 cinmameend, he
fare 2 i almest LSS
cenis during 158 Recon-
lenmeal tourist beo
It reached & recosd low of
US477 coniz in Aprl 2000 Tn
the wake af the lech boom,
Australia was seen as an Sald
ECUHHIY b little to recom
rivenal it Bl Feetuine is lokle,
The September X000 terror

Ist attacks, amd the lray war
that followed, weakened the
US dollar, pushing

Lralian currency. Ilh LE
SO |1|'.'||_:|||'|.'||_l__|.l"| by &ir,
increasing demand for com-
mexlitees and busping Sustra-

lia's &1 wmic fortunes, The
clollar climlzsd ack L the mid
LSS cents as nising interest

rates increased pur dollars” ap

Jessica Irvine

| CNLY

ALSTRALIAK DoLLARS
THESE DAYS

ACCEPT

peal e investors. Then the
G stouck

U m, the dol was
ko gl gs g tmportant shock-
ahwarber, falling o the mid-
bk ansd cushiondng exparts.
o then, Australia has sur-
vived the GFC hetter than
mast, Hegping inlenssl rates
here relatvely high, increasing
mvestor appetite for our dollar

Thie Aussie dollar - o de-

riled] a5 the “pacific peso”
rEached parity with the 18
daflar for the fest time in July
2010, peaki

Ty, we're back wihers we
began - hevering arcund U593
Lenls AU

Reserve  Bank  powvernor,

Glenn Stevens will deliver his
refllections on ) yaars of a
ﬂllullil'll.l_ dollar Wmorrow 0
apeech 10 the Australian Busi-
ness Econemist’s annual con
ference. There wouldn't be a
prers0n in L riom who would
serlously repommtond burring
bk the clock o fix He ex-
chamge rate again

If the high il
bz keep a han
Avstralian e 1y, there is
paly pne or the Bewcrve
Bank ul.'\.lllllh."'l.' it withi Jower

I Conbinmes
e on the

if you want 10 know
whare inberes! riles are bl
ing, it sl pays o keep an eye
an the dellar,
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UNBEATABLE
GASE PRIGES

ON ALL CLEANSKINS

9§ 45

s ... Cleanskin §
=

PER CASE (6)

EQUATES T0 5333 PER BOTTLE

Cleanskin
Soft Red and Soft White

°39|

PER CASE (6)

EQUATES T0 $5.83 PER BOTTLE

I Cleanskin Marlborough
Sauvignon Blane NZ

@? INSTORE TASTINGS Fri4-7pm & Sat2-6pm .
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$20m now the benchmark
for winemaking survival

Ny WEREDITH BOOTH
MIC-SIZED winsriv ton
Lmiied Eo feee o “vallay f
death” in terme of prodits-
iy, mn indsasboy survey

_mleaned '-":F.""II‘IH_, AR,
The DeElotte 258 wnema |
Kezs Fodersrison of Australla
0 annued Ancnedal bench-
I1|u."'n'J|||; aarqy found almost |

nal of the T winedes in- |
cluded |I'| thi Aurveped 18- |
PodTed a n SHE-

VT LR
1 Imader SLephioh Harnry
=aid wingdis Witk a burmeeeer
EI' §:I.- milliom 4 320 =dlion
valley of déuth”,
In, TRy weErd 150 Biy
Be full advastage o
IHArEL Bul boe smnll
i U wikh the ¢ oonom-
re of oale of brper plasoms
Pzmap wineries avariged a
kg heefore dax ksl franaiad
Fiar al i.% per oent of revess
compase] Witk Wirkerias with
§20 Enillban im bprmover
SERFAEINE pre-HaK SrdEgs afl
193 peer ceil af révenue
LEted o EPAELES fmrnings
were bhe fndl bacyand with
pre-lax gmer prodts of fda
of TEWeEILes Lol

118

ey “eailig

ar |:L"|'IIII|.'-‘\: Ly AR
T erla hy 10

v —tegs_parilUCAEE elall
517 Birresimy

o1 |d'
Cphptlins

Ton

e

ropy LEER

- peEerbed & nre-EaE

5
o L
- (g 5'.'.

Mok, “Weenes with greater
Lhaxn 550 milion riven
it large, listed wise fain-
|||.-\.:“|"|_-_r.lr_ r.ﬂuq-:.uquulr\-

"
overhead oost
ikre ulll] Packging costs”
I' I.:-\.'-_-:, maid.

ey ame ples beetler
In cemsEs of odimin-

Bmall winkrles wilh 2

| e Ie=x dhan 36 millon re-

PO BYEraE pre-ias sarm
e worth 63 per Senl of
revenies while 31 milbo to &5
son-turedvesr  Wineries
proddl
Surkh B per cent of revesos,
up froen wn seocrges Joss of 8
B pent in the peevioos year

Mr Hasswy said “p shgrdd
cant number” of wirsck & had
mkd B m She previous
twe Brancikl years which may
'|:n|||:~_\.|' TR WELEraES b plir-
SO L Slralegier in or
dar En peturn Lo Gecaplalile
prafbandity lomls"

Some wineries may
choos: Lo mimge i3 arhiere
eoxl ame] distribobies a8
rlerelis wihille sthirms may be
Torsesd Les mew the mgrket, - ker

Ve --.ml
bt I"'I'lrr Areckaderation of
resulis pellorbed aifTeT ""—"

AiLsomes Sor U wing dustey

'E|i'|'l:'d:|-ln-

wonle WILEMEE

FOWER BROKER: Acknowladgamant far kong-Hma chasgian of S0 wing

Croser cracks world’s Top 50

EBORITEL Anstralias jra The bop rank AllsErals
Brias Urowr hng been T st
-‘\IIJ"I'.J:,J-.l‘m.l ul promil
laili .

I TTEY
Lt
|Il_|'|II||

= il

s ||._|J Seands, ead o
-“-' husiness, Hundy '-'-I F CipPany,
T Mikery)ip. Beyniclo
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STEPHEN STRACHAN Bottler

i '!
HE Australlan wine industey has been
on semething of & poller-coaster ride
aver the pask 16 years, Pirst, an unppe-
cedented boom peried thet lasted

almost a decade; plantings expanded exponen-

tially, exports esealated, Hmes were very good
indepd. Then followed the mevicahle hangover.

A8 wine stocks poured in, grape prices fell,
wine priees fell and the market pol gsignificantly
towpher, This depression has now lasted abous
uridils de spegulating

ki
that it. bas Anally en-:lf-:l. as ridest Increases

in grape prices are now bresding renewed
optimlem in the sector.

Some wineries are alse now daring to talk
about price increases - for the frsh Gme in e
veaTd. Ba, has the wine industiry bumed the
corneT! Ave happy days nere agaln? Well, yes
and no. Before prozpective investors pop the
curll, thers ia Somne mbrnng. news fo consider.

The downturn | began bBecsuse the Arving
]}TIJ'I.-EL]:IJE-E Behind sur industry's mas=ave trans- |
fnnnntam in the 18508 were rejected in favaur |
jof a fast or eagy buek by many new antrants |
¢ rand some exlsting 111|:Im:t:r:.l players) who ar-_-
| Bow Ooding the going very tough

_Baged an the mucket in which we ﬂ]‘_lEl’lJ,‘I:E'_

e i e

vintage but concerns

I'El]l&'lll

and the global dersand for Austealian wine, the
Australimn wine mdustry st has too many
Vineyards, oo many brand ceners and too
ANy sapHrants who were motivated Bo join the
mdustry by rose-tinted Hfestyle amibitioms.

The foture i= uncertaln for anyone whoss
actiaons are not underpinned by an unwavering
deslre to frow the Australian wine cobepeoy omn
the bass of excellence in guality, backed oy a
sound business model

However, [or those brand owners who under-
stamd the mpertance of an unsompromising
comumitiment Lo guallty, the regquirement [or an
efective marketing awd dissiibution strategy,
and ihe ultimate neeessity of careful business
planning, the outlook has certainky Improvaed

Birnilarly, for those grape growers wha choose
to be nformed about the global indostry in
which they operats, who have an existing
contract with n winery that has a good frack
recori of performance, and who are alse pro-
aedivs In ensuring effectlve teo-way eofmmini
cation bedween themselves and thely winery
CURLOMere, proapects are indeed brighter.

But for the rest, the outloek & undhanged.
The temparary, drought-induced shortfall in
the na!:l-:-n_al_-_.‘mp__-:_-geu._rgzeft vintages has bred

Tuesday, (March 25, 2008 |
L L

fulse hope of ao inproved sltnaticn for many
sinesses that are slmpdy oot sustainabls. The
reality i= that the Australlan wine industoy s
Budit sustainaizle busineza demanid, from deom-
extie and International markels, for voughly the
eguivelent of 1.5-1.8 milllon lonnes of grapes
annually, Worrvingly, current

plankings have
the capacity o preducs more I.Ea.n 'EL |I.1||:||1
LOTINEE Eﬂ.r-e'rf Em 0
iI'I.jE thraugh good fortane, not good manage-
meat, thal the erop will svernge around 1.5
fnillion Lonnes cver 2005 and 2008 because of
drought and ather climstie factors. Wiille thila
i= eusing the downward spical of prices, 2 s
breeding false opitimilsm fr some.

Those wineries which have put In the hard
yards in building awareness around their
brands, and these srowers whe are well-
informed and ready to take thelr businesses
forward sustoinably have @ood reRson 1o be
optimistle. For many of the rest, the pears
ihiad will be tough a8 any nolion of optimism
may. for Bhe moment, e bazed on unrealistic
I!!p':‘:l!lu'llil'lﬂﬁ. P'I_Mi}l‘l"‘llﬂ'r" |'|'|:'I.||2'-a':.‘||'_||_".':,.\I T e
i Stapihen Sirachar ig vhe coiel swecuilvn of the
Winsmakers' Federation af Ausiralia.
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Subject: Your Daily Wine News

From: "Your Daily Wine News"

Date: Thu, 29 Aug 2013 12:43:57 +0930
To: leg

Click Frer (o viirm im vl Browser

: Da'i'ly Wine News

Brought to you by Winetitles - 29 August 2013

Winejobs  winebiz . R| F Booth
el i B e e | Transport

Host recent postion: avarfabie:;

F - T F - urn e,

Export Sales Manager: wing and Ve Parsanne Internatienal ¢ Meko g, Austrila
Einancial Dfficer / Senior Bookkeeper Lavine Wines [ Molaosn Vag, Australa

[ I 3 Walkar Wiks Campan H [l T
Viticuliure Hond fMamager: Srow Dragan Wines ( Kargane [sand, Austraka
/INEY AR L % COORD i g
Eanmark, Austraka

Aszistant Winemaker; aogove Famiy W eemakers L Renmark, Sustiala

Elck higrs to post your sd and to view pricing optians.

mkL anl i -l

Fallow winejobs on bwiller and receive job postings as they are isted Hender
Today's top story
i

|More than tao-thirds of ALstralian wine & 0 at a logs and e rdistry & falng Lo taka
_'ful gadvantage of boaming demand from China, socording to the Winemakers' Federation |
al dustraka (WFA). & new GLudy commssygned by the WFA shgeead wp to TO par cenk af

current wine production was uneconomic, with the problem concentrated i lew-grada ; Kauri
COMmencial wirs a5 3 result of aversupoly, |

4 e — S S —————
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fhy a top up is needed
or Aussie wine industry

N ENGLAND

wmount  Australia
1 promaoting its wing
is “trivial™ com-
our competitors in
and nesds to he
significantly, the
v of Adelaide’s Pro-
m Anderson s
Anderson  has  re-
elegsed  his  lates
owth and
& Wine
wuments  the five
Australia i
vl the facto
d them.
nderson also argues
k that there needs to
=Up in how we pro-
wine overseas, and
needs to be g boost to
arch, which has an
alLy O Lvesiment
k owhy this 15 es
nperiant now i
ally have very clear
hat we have shpped
said. “¥ou can't st
slame on the high
Australian dollar

Ie bevawsa when you

SLIPPING: I(ym Anderson says better Pmmh'm and more wine r\esewth can halt the slide of .nu;ualia‘s wine ||-n-:h.mr5.l

penditure by European com- son said research was “low
petitors” Prof Anderson writes. BY THE BOOK & There have baan five dstinct hanging but it takes a fong
I 2011-12, for example, Aus- cyches in the wine sectar's time to deliver, that's the diffi-

i, Ar--:nru A

b im tralia’s expenditure on generic & Professor Kym Anderson's story, with tha recent culty. Agriculture investment
looks like we are  promotion was barely 07 cents new book is Grawth and Cydesin  praduction boom the longast around the world |5 generally
ehind in terms of  per litre of wine produced. Adstratias Wine bndustry. # Prof Andarson says the sector under-invested in, Ih.,-ra.w a
s, “That same vear, Bondeaux @t includes annual data that rssds bo sigificantly incresse ‘free-rider’  problem  where
derson said Austra-  alone spert 33 cents per litre reveal the Australian wine pars marketing 1o stave off people free ride on someone
suffered from a per-  The European o supplke sactor's booms and contractions allange from other "New else spending the money then
at it was positioned  ments region; ational pro- betwesn 1843 3nd 2013 Viarld” wne producers. lpoking over the fence to see
the value end of the  motion expenditures of s mem- what they learnt”
1 our capacity to  ber states and during 2006-13 it [~ Prof Andersons book re- |
wines needed to he  provided 522 million Buros for Australian wine was seen as  number of research papers ¢n | ports that profitability i the |

rln:mc! wine premoetion, te equivalent  “fantastic value for money” at  vitleulture and oen ;
to 06 Avstralian cents per litre  the lower end, but that percep-  erated litre of wine pro- |
of EU wine produced tion needed to be stretched to duced wery high compared |
sinee win “uim- oreover,  despite  the  our higher price point wines -.vuh I wine-producing
¥ were being del- 1Y Misapprops Prof Andersen also points
narketing messages  have been uncover out that Austr s “hugely”
vmpetitors around  promotion expend wine indus-  the portfoli
rased to LIS6 million ok has a good  Former €

er, the (Australian]  the period 2014-15" oninvestinent
Biese generic Australia by comparison he extent of REDY invest
spends less than § lion  ment was modest o

il p PEr YEAT 0N generic wine pro
of ex- motion. Prol Anderson said

v reming proklem
14, 84
dustry's pro
@ wert ndof
wiriable n-xr-

ed hl e dm

ave r.numl that
of GWRDC (the [
ape and Wine Re-  with 1I'|L' situation in the Upit
Development Cor- e States. where for the past six
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6. 1986 Vine Pull
&
DEPARTVENT OF AGRICULTURE

GUIDELINES TD APPLICANTS fﬁﬁ VIMNE-PULL ASSISTHNCE 1la&e

Growers wishing to remove or reduce the total area aof grape vines on their propercty
may be aligible for *VWine-Pull" assistance.

1. Purpose
A.  To reduce the area planted to grapes vines.

B. To assist growers who do not have the financial resources to continue as
grapegrowers. ) [

2. Eligibility
hgsistance is available Lo any grower who is primarily dependent on grape
growing for his inceme. Priority will be given to growers not economically
wviable,

2.1 Assistance will be provided only if vines are removed after lst Jdanuary 1988
and befors 30th May 1986, the latter date being subject to Commonweaith
Governmant confirmation.

2.2 Mo assistance shall be provided for pulling wines or land which is zoned
for other than agricultural purposes nor for pulling Vines planted after
Alst May 1985,

2.3 vines to be pulled must be inspected by an authorised officr before pulling
bagins.

3. Amount

3.1 "Clear fell”-up to $3250 per Ha up to eight Ha. then $2000 for esch add-
itional Ha.

3.2 "Partial Pull®-up to 2250 per Ha for wvines over 4 years old, 5%00 per Ha.
for vines 3 yers old, $60 per Ha for vines 2 years old,3300 per Ha for winas
I year old.

3.3 The amount of assistance may be reduced according te the condition of vines
to be pulled.

F.4  Maximum assistance for any one operating unit or ownership shall be £50,000

4. Terms
Azsistance will be in the form of a loan bearing intersst at the rate of 20%

p.a. and secured by a mortgage over all land owned by applicant/s. Re-
payment of principal and/or interest will not be required during the First
five years after which time the loan will be converted to a grant prov-
ided the conditions of the mortgage have been met.

5. Conditions

5.1 Land cleared with "Vipe-Pull" assistance shall not be replanted to grape wines
for a period of at least Five years from the date of signing security documents.

5.2 The total area planted to vines on land owned or controlled by applicants shall
not be increased for a peried of at least five years from the date of signing
security documents.

5.3 All property being the subject of this application or consequent security must
be available for inspection by an authorised officer of the Minister of Agric-
ulture at any time during the five years after the signing of sesurity documents

6. CLOSING DATE 30th May l986-subject to Commonwealth Government confirmation.

i ENQUIRIES & APPLICAITON FORMS
\’ Any Regional Office of the Department

of Agriculture,or Rural Assistance Branch
et ey 25 Grenfell Street, ADELAIDE 5001

Felelustivg (et e RS po (oa) 227-26212
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Grapea prices
BeeErs 2
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8. Expansion in Europe

7
Harpers.couk

Mike Paul: is the new EU planting wine regime a missed opportunity or pragmatic compromise?

04 Mhar 2074 | By Miis Pas

Gvan iNo space daveied rocanlly 1o predichons relating 1o thes fulare of the wira business [ve baon surpresd & o lack &f allentan foceand on the nee BU v
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= Youth unemployment rate in EU countries 2014 | Statistic bitp o wosew statista. comstatisties’ 2602 24 youth-unemployment-rate-in-eu-countr

i ]
Lati: Geperate embed code pymert-
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9. Wine Soundness

14-Feb-12

Mr Lawrie Stanford
Executive Director

Wine Grape Growers Australia

[hear Sir,
| am writing to WG G.A. over an important issue for disccusion at an executive meeting ta be held in

Adelaide tomorraw 15,/02,/2012,

| am concerned about the elimination of the “wine soundness"inpection service conducted by Wine

Australia for about 25 years for wine being exported.

*+ The elimination will lower the standard of soundness with no bench marking of wine exported.
This will result in lowering the image of Australian wines and possible reduced markets.

In 1985 the Federal Minister lohn Kerin had discussions with me on behalf of the growers about the

future of the Bustralian Wine Board,

«  [owe require g wine Board?

& What should the structure ba?

= What would the growers” attituted be losing their position on the Board?
#  How dowe increase exports?

#  How can our International wine image be improved?

With no agreement amongst the winemarkers, the large companies wanted to go alone, the small 1o
middle companies supported the Board concept.

He stated the growers’ attitude would have great influence.

In dizcussion we both agreed something needed to be done to the image and volume of the wine

exported, as for many years we were importing more wine than we were exporting.
The soundness of the some wine exported affected our image and was a major factor.

Several meetings were held on this issue and finally he informed me the agreement was made with
winemarkers 1o continue with the board with a new representation (no growers] and an inspection
introduced for soundness of wine, as gquality of wine was not achievable or measurable,

T this | agreed too on behall of the growers of Australia.
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The outcome of this major achievment came to be measured by the wine exported from 1926 onwards
from 3.4% of production, to &7% of producticn some yvears ago, and today 63% of production,

Our peak export almost reached A53billion and today A51.9 hillion.

What a remarkable turn around, and the role of the inspection service rendered to the industry and
raising the image of Australian wine.

lam not taking a stand only because of the successful negotiation and one of the growers'
achievements for the wine industry, but because it 5 wital 1o continue the service to maintian the
standard and image of Australian wine exported.

It has been stated that 37 wines were rejected for the past year; however these 37 wines were rejected
on the third inspection, The number of rejections on the first and second inspecticns, | have been
informed could reach 200 wines, Wine Australia woukd be able to confirm this for you,

We the growers' are subjected to grape soundness assessments, 5o our exported must be subjected to

soundness assessments for the sustainability of the industry,

IfW.G.G.A. does not take a stand on this issue, future generations of grape growers will lament the
judgement of the committees stand accordingly.

Pleaze find records of exports imports of wine.

Yours Sincerely

Lea Pech
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Robust strategy for

SA wine

The Scuth Auwstralian wing
industry iz jeining forces with the
State Government Lo strengthen its
position aa the nation’s pre-eminent
wine produger.

Agriewlture Minister, Mr Paul Caica,
and Co-Chair of the South Australian
Wine Industry Council, Ms Louiss
Rowe, have relessed a five year strategy,
“Wine: A Partnership 2010-2015",

Minister Caica says the plan
rabust,

“The commitment by industey and
government to work together will
engure the long-term success of one
of South Australin's most iconic and
cultueally rich industries™ he said.

“The Elah identifies the key aroas
on which the 5.4, wine industey will
focus to strengthen its market position
internatioaally, build on its competitive
advantages and better understand
conzumer preferences and trends”

5.4 wine industry is second anly
to mining as a key contributor to the
State’s economy, generating move thar
32, 15-billion £o the stake in 2008-
0% inecloding close to $1,6-billion in
UWVETERRS eXports.

“Our wine producers are facing
significant challenges, including
drought and redused water sllocagions,
an gvarsupply of grapes, volatilo
market conditions pesulting from the
global seoncmic erisis and change in
consumer trends arcund the world”
Me Caica ssya.

“This new plan takes these
challenges into account and identifies
a number of shjectives to eafemaard
the future of South Australia’s wine
industry.

"Sustained collabaration in a
partnership such as this is vital if we
are to overcome these isgwes”

The Wine Industry Couwncil’s, Ms
Louiza Rose says the strategy will be
impertant in strengthening the lutwrn
af 5.4 wine prodoction.

“The continued support of and
dislogoe with the State Gavernment
I8 wery important t the ind uskey,” M=
Bose zaid.

“The Partnership plan maps aut clear
obijectives, strategies and timelines
which will be actively addressed by
Partnering Groups being formad by
the Industry Couneil,” )

Ohjectives outlined in the plan
intlude-

*_Bipserurity - Enhancing the
industry's competitive advantage
in relation o sustainability and
vineyard health.

Industry

Branding - Achieving a higher value

5 A wine product,

* Consumers - Effectively maeti
consumar prefereneez an
understanding trends,

* Environment - Adopting more
envirenmentally susiainable
industry practices, and adapting an
agread wine industsy water palicy
including options for recyeling and
reclamation of water

* Health and Social responzibility
- Bupporling The responsible
consumption of wine including
engaging in publiz health snitiatives
and encouraging research into
tha production of lower nlenhal
Wines.

* _Human Capital - Having a relinhla
and trained workforce, and fostering
indugtry leaders,

* Information - Sharing information
mnd Enewledge seross the industry,
and between the industry and
TOVETTNTEnE.,

* Infrastructure - Maximising the
use of existing tnfrastructuse and
identifyang future needs.

*  Land Access - Developing a strategy
which Identifies and nssures
future areas for primary
production.

* Market - Developing domestic
and internaticnal markets for
Australian wine including industiry
gavernment collaboration te pursisa
market development programmes
and address market aceoss
FEESTE

* Supply and Demand - Tackling
the oversupply of wine grapog
with targeted actions to suppert a
demandisupply imbalance Achieve
a strueturally sound and robust
wine industry that can withstand
future demand and supply
challenges.

* Trade Barriers and Taxation -

“AdveCating Tor the reduchion oF

removal of trade barriars,

*  Wine Tourt=m - Realising a diversity
of wing tourism spportunities.

Ms Roee said the previous wine
partnership with Gevernment
“produced some extremely valuable
outeomnes for us and the state ps 2 whols
and we look forward to schieving the
goals identified in this latest plan”

Thie BH5-2010 plan deliversd rosules
such as the Wine Innovation Cluster
the S3A Wine Industry Empleyment
Strategy and significant research
on conaumer values and the carban
footgrint of wine production



Australian grape and wine industry

‘Wamakery’
w Fedemish of
Eumpiralin

Action 2:
Hasten the
Supply
Correction
Hasten the correction o
the supply base and
improve margins

throughout the value
chain.

Qutcome: Help reduce
the oversupply of
commercial grade
grapes and the pricing
distortion it creates
throughout the indust

Vineyard Profitabilit

A
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Tne analysis of Ive Expert Pevigw estimates thel up to 70% of ol currant
producton is wnEcnnomic, This is spread across all regions and concentratad in
© [ E & F grada grapes’. This iow profitability is being driven by @ “sigificant
oversupply and under-demand in C and O grapesiving* which hae a distorting
impact on the picing of othar grades . This oversupply i Fkew to continue

aven under the most aptimistic projections of demiand groeth’

There iz, howaver, some evidénce thal mearked forces are addressing this
gupply-demand imbalance. From a piak of 163,000 hectares in 2006-07, the
national bearing area has since declined by approximaiely B. 7% ar 14,140
hectares, wilh ihe eaty adiugimant in Warmer fegens now being follcwed in
coclestamperate regions, Owerall, Rowever the Review finds that wihout
further action, tha market cormechen will continee i be slow and restric the
profit patential of E ana F grade production .

The reasans for the sow comection to supply in the face of low profitability are
wingmakers processing and providing & markat for uneconObe Qrapes,
significant sunk c0sts and few afernate land uses, buman and emctional
taciars, the WET rebate and current banking practices i

WWEA, Belleves & number of steps cen be taken to hasian the correction and
bring supply o better balance with demand, reducing pricing distesions.
Utimateky, Rowewar, economic forces will continue 1o be the primary driver 1o
furtver agustments in the market. Again, i@ wil be up to mdivicuals and
eommpanies 0 assess the sileation and meke proactye dacisions n thesr pest
commdéercial interast

# Action 2.1

WEA and WEGA will produce 8 regular reviaw of vineyard profitability
supported by a National Vineyard Database and an update of demanid
prejections in key markets.

WFA urges afl industry participants to consider the Review's analysis on
vineyard prafitsbdily in their decision-making on cogt structures, improving
vingyard aualiy, consalidation, diversification or whether ta exit the indusiry
altogeler. To maintain a focus on this ssue, tha analysis of vineyard
profitlackily needs ko ba ongaing and complemented witih & netional redister
of vineya information on demand trends in key makel Segments and
frend analysis of the indusiny’s foundation 413 eal.

WEA will alzo commi greater resaurcas o mommunicating these critical facls
across indusiry and amaong key stakeholders in the invesiment and banking
comrrunity

* Eeeee ets Tk e definition of grades ussd in s report (allin Ausinalian dolars)
s In bEmmE Gl OFRPE proes pedolenne, A (Ebove §10005nne). B 157,500 01 1o 52 000, © (350001 oo 51500

] L4 E00.01 1o 500},

EF - less Fan 5300

e Iniemme of demastic rotai prces, A& | >530 per beite), B (815300, CS10-495, 0 (§7-100 and EIF {=<37)
' 1 inrme of espen FOE pric=s, & (=31 0dtre), B (37.50-9 90 3 (£5.7.45), [ (32 60-4. 85) Bnd EF {=52 .50}
Gee aten aehits 204 25 and deoazsion 6h (8365 315 35
" e exhiot 2 & 26 &nd discLEgian an page ¥

" Ibid
" Ge dpoussion on pagas 36 ta 37
" it
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