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EXECUTIVE SUMMARY

Introduction

The Primary Industry Funding Schemes (Riverland Wine Industry Fund) Regulations 2001 established the Riverland Wine Industry Fund. Growers of Riverland wine grapes and winemakers who purchase Riverland wine grapes contribute to the Fund which is administered by the Minister of Agriculture, Food and Fisheries. Section 9 of the Primary Industry Funding Schemes Act 1998 requires that the person or body administering a fund must ensure that management plans for a Fund are prepared. This document contains the Riverland Wine Industry Fund Draft Management Plan 2005-2010.

Key Result Areas, Outcomes and Objectives

The following are targeted to be achieved over the five-year period 2005-2010.

1. Key Result Area - Promotion And Development Of The Riverland Wine Region

Outcome

The Riverland is acknowledged as the preferred supplier of popular premium wine and a key supplier to other premium wine segments to both the domestic and international markets.

Objectives
To increase the profile of the region as the leading producer of popular premium wines.

To increase the demand and value premium being placed on the region’s wines.

2. Key Result Area - Policy Development And Implementation

Outcome
The long-term Riverland business environment for viticulture and winemaking is secure and operates productively.

Objective

To ensure the Riverland wine industry is positioned to proactively manage, protect and advance the interests of Riverland winegrape growers and winemakers.

3. Key Result Area - Stakeholder Engagement And Participation

Outcome
Industry stakeholders have access to information and the opportunity to actively participate in the ongoing development of the Riverland winegrape and wine industry.

Objective

To ensure broad based stakeholder participation, timely responses to industry issues, appropriate representation and exchange of information. 

4. Key Result Area - Innovation And Technology Adoption

Outcome

Industry stakeholders are striving to achieve agreed standards and continuous improvement in winegrape growing and winemaking.

Objectives

To ensure industry advances economic, environmental and social viability through sustainable management practices.

To position the Riverland so it may receive research, development, and extension funding that is commensurate with its production.

To ensure greater uptake and utilisation of technology and best management practices.

To ensure all industry stakeholders have access to appropriate information and training.

1. INTRODUCTION

1.1
Background

The Primary Industry Funding Schemes (Riverland Wine Industry Fund) Regulations 2001 established the Riverland Wine Industry Fund. 

Growers of Riverland wine grapes and winemakers who purchase Riverland wine grapes contribute to the Fund which is administered by the Minister of Agriculture, Food and Fisheries, as follows: 

· In the case of grapes grown by a person other than the winemaker:

· $1.00 per tonne is payable by the grower of the grapes.

· $0.35 per tonne is payable by the winemaker.

· In the case of grapes grown by the winemaker:

· $1.35 per tonne is payable by the winemaker.

Contributions are collected by the winemaker and forwarded to the Minister within 30 days after the end of each financial year for payment into the Fund. The Minister may apply the Fund for a range of purposes outlined in the Regulations.

Section 9 of the Primary Industry Funding Schemes Act 1998 requires that the person or body administering a fund must ensure that management plans for a Fund are prepared and presented as follows:

· The first plan must cover a five-year period and be prepared and presented within 12 months after the commencement of the regulations establishing the fund.

· A revised plan must be prepared and presented at least once every 12 months after presentation of the first plan and must, in each case, cover the ensuing period of five years.

The person or body administering the fund must ensure that industry members are consulted during preparation of a management plan. This management plan for the Riverland Wine Industry Fund has been prepared in accordance with Section 9.

1.2
Forward Estimate of Contributions

The following table provides estimates of Fund contributions based on Phylloxera Board data (SA Utilisation and Pricing Survey) – ‘Riverland Vintage Overview’ (Phylloxera Board advised that these data only include Riverland produced grapes). 

Riverland Grape Production Actual (2005) and 

Estimated Intake (2006 - 2009)

	
	2003
	2004
	2005
	2006
	2007
	2008
	2009

	Grower Grown (tonnes)
	318,791
	385,492
	432,789
	
	
	
	

	Winery Grown (tonnes)
	50,382
	54,629
	49,425
	
	
	
	

	Total (tonnes)
	369,173
	440,121
	482,214
	521,602
	515,651
	512,567
	500,271

	Total Fund Contributions @ $1.35 pt
	498,384
	594,163
	650,989
	704,163
	696,129
	691,965
	675,366

	RWGA @ 49%
	244,208
	291,140
	318,985
	345,040
	341,103
	339,063
	330,929

	RWIDC @ 51%
	254,176
	303,023
	332,004
	359,123
	355,026
	352,902
	344,437


2.  WINE INDUSTRY OVERVIEW

This section of the Management Plan provides an overview of the Riverland wine industry within the context of the broader Australian wine industry.

2.1
Australian Winegrape and Wine Industry

Australian Wine Industry Background

There are approximately 2,000 wineries located around Australia, however ten of these companies dominate and account for over 80% of the national crush. The contribution of small producers to the success of the industry has been significant in terms of adding diversity and ‘regionality’ to the Australian wine industry’s profile, while adding to the important ‘wine tourism’ profile.

The Australian industry is an acknowledged world leader in innovative technology, and wide-spread adoption of that technology. The industry also has a reputation for being relatively flexible in its production techniques and has been able to achieve a standing in international markets for delivering exceptional ‘value for money’.

The industry plays a major role in regional development by contributing to local employment, business growth, tourism and corporate investment.

Wine Exports
Australia’s 2004‑2005 wine export figures show an encouraging turnaround in prices for “middle priced” wines – a critically important result for the Australian wine sector after two successive years of decline in the A$5.00 to A$7.49 per litre price bracket.

The 18% growth in shipments in the A$5.00 to A$7.49 per litre price bracket during 2004‑200005 was considered to be encouraging as it was widely considered to be a profitable sector of the market. Industry sources were optimistic that this segment would continue to develop for the Australian wine industry provided all other factors did not deviate dramatically from the status quo. 

Wine has developed to be Australia’s third most valuable agricultural export and the 18% increase in middle priced wines was a positive outcome. The timing of the growth in export success of this market segment coincided with the refreshment of ‘Wine Brand Australia’. The key focus of the campaign is to encourage consumers around the world to explore the diversity of Australian wine varieties, styles and regions. The 2004‑2005 wine approval shipment statistics appear to indicate that consumers are appreciating Australia’s wines.

Furthermore the growth of sales in the A$2.50 to A$4.99 per litre price bracket continued to be a major driver of overall growth with wines in this market segment accounting for just over half of all wines shipped in 2004-05. The United Kingdom had regained its position as  Australia’s largest overseas market was the top performer in both volume and value terms growing by 37 million litres to 263 million litres in 2004-05 worth A$967 million.

Shipments to the United States grew by 15 million litres (up 96%) to reach 187 million litres worth A$897 million although the economic trading environment had punished prices. Wine exports to other key markets including Canada, Denmark and Japan all grew substantially during 2004-05 with red wine shipments being the major driver of growth in each market. The growth in red wine exports in 2004-05 represents two-thirds of the total growth for the period, growing 15% in volume to reach 418 million litres or 63% of total shipments.

Australian Domestic Market

Domestic sales in 2004‑2005 continued to grow at a moderate pace, as has been the case for several years. Drivers include; an overall healthy state of the Australian economy where wine sales correlate approximately with disposable income, gradual population growth in the adult demographic, a burgeoning appreciation of wine as a beverage of choice, and industry‑wide discounting in a consolidated retail structure making wine more affordable to consumers albeit at the cost of industry profitability.

While fortified wine sales continued on its long term decline, by falling by six percent from 2003‑2004 to 2004‑2005 to just under 20 million litres of domestic sales, a reverse trend in sparkling (up ten percent to 38.4 million litres), carbonated (up 21 percent to over 4 million litres), and table wine (up 3.5 percent to 365.6 million litres) has assisted in offsetting some of the wine industry’s high levels of wine stocks.

Table wine sales in bag-in-box (casks) declined marginally over the last year by one percent to 181.8 million litres, whilst strong growth in bottled table wine of eight percent to 180.6 million litres was encouraging. Growth was more evident in red styles (bottled red up 10 percent) than white (bottled white up six percent).

Imported wines grew in 2004‑2005 over the preceding year by 18% in volume, albeit still from a small base. Imports were 22.1 million litres in 2004‑2005 valued at $188 million.

Regrettably brandy sales continue to show decline in the domestic market, with 1.1 million litres of absolute alcohol (lals) cleared in 2004‑2005, representing a five percent decline on the previous year. Brandy is an important contributor to the Riverland wine industry, with Australia’s most popular brand sourced from this region.

Winegrape Production

Overall 2004-2005 was a very encouraging growing season and vintage was experienced in the Riverland. A lead in to harvest of a warmer than average spring conditions meant that there were minimal frost concerns and earlier than usual canopy growth and development, while a cooler summer with negligible rainfall during vintage augured well for wine quality. The cooler summer in turn contributed to healthier vine condition, berry weight, and higher grape acid levels than typical years.  
There were five rain events across December 2004 and January 2005, that led to an increase in berry size, but also some higher incidences of bunch difficulties and the threat of mildews in thinner skinned varieties including Chardonnay and Chenin Blanc. Lack of rain continued to be an issue for many parts of Australia, and the Riverland again operated under water restrictions. Fruit quality was variable but mostly very good. Chardonnay quality was good due to an even ripening period with no climatic interruptions, thus flavours and sugar accumulation developed unhindered with good grape attributes found early-in the ripening season.  Cabernet Sauvignon this year grew very well with well-developed ripeness of berries and seeds, and the absence of ‘green capsicum’ character that can be found due to unripe seeds and interrupted ripening of this variety. Shiraz had a large crop, however due to the cool season with high December 2004 and January 2005 rainfall, flavours tended to be a little washed, although the fruit that was taken at higher baumés tended to show more concentrated flavours. Merlot looked very good in the field with good balance and structure, but some winemakers felt that the resultant wines were variable in quality. 
The favourable weather during flowering and set, with the normal attrition of berries did not occur. This, coupled with high rainfall in December 2004 and January 2005 gave larger berry size, and finally a cooler ripening period, thus berry weight was maintained relative to an average year. These factors all contributed to the end result of a very high yield harvest.
2.2
The Riverland Grape and Wine Region

The Riverland is one of Australia’s major horticultural producing regions. The region is based on the River Murray and extends from Blanchetown in the west to Paringa in the east. The region has a population of approximately 34,000 which is based predominantly in the main river towns of Waikerie, Berri, Barmera, Loxton, Paringa and Renmark. 

Industry Characteristics

The Riverland is Australia’s largest wine grape region and it is estimated that the region produces approximately half of South Australia’s wine grapes and wine.

In 2005, the Riverland produced 482,000 tonnes of grapes for winemaking purposes, approximately 10% greater than the 2004 record vintage. The forecast for the region is for moderated growth during the next five years thanks to high plantings in the region in the late‑1990’s and the continued volumetric growth of Australian wine in export markets.

The grape and wine industry in the Riverland comprises a large number of small to medium sized grape growers (approximately 1,300) and several very large wine producers. A burgeoning boutique wine industry however is developing in the region, many wineries developing successful niche export marketing opportunities and/or cellar door operations to attract tourism to the Riverland region.
Industry Trends

Recent Riverland grape and wine industry trends include:

· Agricultural returns in the Riverland have increased significantly over the last 10 years while unemployment has correspondingly fallen. During this time there was a major expansion and consolidation of the wine industry as a principal employer in the region.

· The wine industry arguably lead the way in this economic boom, but it must be noted that grower returns per hectare have declined markedly since the turn of the millennium. 

· Export opportunities in the Australian wine industry fuelled significant growth during the mid-1980’s through to the current day. More recently there has been a moderating influence as volume growth has been off-set by the price-to-volume ratio. Nonetheless, there remains international demand for wines in the popular premium segment, which is where the majority of the Riverland’s exports are positioned.
· Growth in wine grape plantings in recent years has been extensive although tapered off dramatically since the late-1990’s. Many new vineyards are greater than 100 hectares. Despite this, 89% of all vineyards are less than or equal to 24 hectares, and 61% are less than or equal to 10 hectares in area.
· The recent industry success has resulted in increased economic activity in associated tourism, retail, transport and other commercial sectors, either directly servicing the industry, or through the multiplier impact. Employment opportunities have also increased as a result.

The Future

Despite significant falls in winegrape prices, output is expected to remain firm during the next five years with the Riverland industry anticipated to produce between 450,000 and 550,000 tonnes of winegrapes. Based on these forecasts, future revenue for the fund should remain stable during the planning period.

Key Industry Issues

Following are key issues that need to be addressed by the Riverland winegrape and wine industry sectors:

· Contracting overseas economies and increasing competition, particularly from Chile, means pressure on export sales which absorb a significant portion of the region’s wine output.
· The ongoing shake-out in the industry, which is seeing production and marketing increasingly dominated by big players while distribution channels are controlled tightly by major supermarket chains. This is being reflected in heavy discounting which is putting a great deal of pressure on labels and growers.

· South Australia’s water restrictions are impacting on growers and wineries.

· Pressure for environmental accreditation, particularly in Europe, will impact on export requirements.

· Increasingly difficult to find skilled labour at traditional rates, and the wine industry is passing on the pressure it is feeling to other horticultural industries such citrus, which in turn is finding it even more difficult.

· The cost of power to business is a major issue and there is a need to fix supply interruptions and intermittent flows.

· Roads and posts require upgrading to facilitate transport and access to competitively priced and timely freight transport for international markets. 

· The Riverland has an image within Adelaide’s wine trade as a grape growing region and a bulk wine supplier to other regions, and a negligible image within other markets. This arguably has a negative impact on wineries looking to focus on the development of higher quality premium wines and export marketing.

· The majority of winegrape growing businesses are family businesses (over 90%) while approximately 50% of winemaking business are corporate (non-family) businesses. The ramifications to the local economy and community of significant shifts in the operating environment of the Riverland wine industry and the markets that it sells into are profound.  

· Diminishing returns on investment for all sectors within the wine industry.

3. FUND INVESTMENT

Prudential management of the Fund will continue to be carried out by Primary Industries and Resources SA (PIRSA) on behalf of the Minister for Agriculture, Food and Fisheries, as Administrator of the Fund.

4. VISION FOR THE RIVERLAND WINE INDUSTRY

The following vision has been developed for the Riverland Wine industry:

To gain domestic and international recognition of the Riverland as the leader of the Australian wine industry, whose innovation, profitability and environmental focus make it sustainable for future generations.

5. MISSION FOR THE RIVERLAND WINE INDUSTRY

The following mission has been developed for the Riverland Wine industry:

Winegrape growers and winemakers working collaboratively to achieve shared goals.

6. VALUES

The Riverland Wine Industry will be underpinned by the following values:

· Commitment to quality.

· Clean and green.

· Technically advanced through the early adoption of appropriate technologies.

· Commitment to continuous improvement.

· Creative and innovative.

7. OUTCOMES

Outcomes to be achieved over the five-year period 2004-05 to 2009-10 together with objectives, strategies and actions for achieving those outcomes are detailed on the following pages. 
