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WEOZUH blue-eyed Orzmﬁ_ﬂm
Am_nn__.aou Mueller is -unper-
turbed by. the furore heing
-caused by her plans to intro-
-duce bio-dynamic farming into
Buitenverwachting in the Con-
mw»:zw Valley.

“F'm not unique. 1 also know
1 ean’t change the world,” says
- Mueler. “Through the use of

an-made chemicals, how-
%2., nature has been thrown

ﬁom halance and that imbal-
- ance needs to be restored.

) :HS. me it is a matter of
“concern what I do with the
piece of land entrusted to me,
that I do the best I can with it
for the next generation. For
me the way of doing it is

- 'threugh _zc.m.ﬁ_mh:.om which’
.enhance the __.Ho_om_nm_ pro--

césses of the soil in a 'natural

ol .\\ft e fOF

way without recourse to pesti-
cides and fungicides.”

When her husband, “mys-
tery” Geriman industrialist
Richard Mueller, bought Bui-
tenverwachting for R2m in
1980 his aim was to develop it
as the showpiece of the valley.

Modern farming methods

and a new planting programme -

introduced have, in a relatively
short period, seen the realiza-

tion of Mueller’s dream of a

farm to rival neighbouring

Groot Constantia.
Making wine for the first
time in 30 years, the estate’s

“first vintage succeeded beyond

all expectations. Last year
30 000 cases of wine were pro-

duced and Buitenverwachting .

won two silver medals at a
London wine show.

It is now Christine who
wishes to take the dream even
further. As a major estate poli-
cymaker: since the farm was
sold four years ago for R3,56 m

to a trust set up by her and her
husband (in hiding in. Europe
since 1983 when his name was
linked:to the alleged funnel-
ling of high technology from
America to Moscow) for their
descendants, she sees bio-dyn-
amics as the answer. .

Plans for.what in farming
circles is seen as a revolution-
ary changeover led to a differ-
ence of opinion and the recent
early termination of Andre Ba-
denhorst’s contract, due to run
until 1990, as general manager
;of the estate. He was largely
responsible for modernising
the estate and his departure
has sent ripples through the
wine -industry.

“I know I am being criticised

. but the people judging me are
" doing so only on the capacity

of their understanding. I am

on mm-..: furore

not concerned, I am not run-
ning into seme foolish enter-
prise. Why would T" want to
destroy something as vmmﬁ_mi
as this?

“My grandfather was an or-

ganic farmer. I have been
aware of this way of life for a
long time.”

The first changes are being
introduced on only 10 ha of the
140 ha farm. “Even that is go-'
ing to take time,” says
Mueller. “It will take at least,
seven years to.cleanse the area
of chemical treatment.

“T also have a lot to learn, 1
have to do research on weath-
er, on _vm_.:uﬁm_:_.m. on plants.

There are many-serious obser- '

vations still to be ‘taken into -

T

account.”
" Referred to _% Ther eritics as
- O To Page 16
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must continue to
preduce wine,”
K s ; w=:a=<m~.€mnr$=m
. w..mmmmmw_mn&wﬁ”_ﬁm SWICEr  yinemaker® Jean Daneel
_ﬁiwamm drt Hm.qmsnﬁ.m will continue to run the
into this eight years ago nm.wm“w amnwwﬂmmﬁo ~E_w. m
whien" we bought the m.n_uwﬁ _ul.._ a nm_umn_nm
farm? We then had social trust WNMMM |Mo ﬂ:
problems to attend to, grapes that relate most Hw
The labourers were still my philesophy.”
on the dop system. We pay.

heeded to improve hous-
ing; introduce schooling
and social upliftment. At
that time I was told I was
encouraging workers he.
yond their station — that
they would think them-
selves above farm work,
“My reply to that is: [
do not have the right to
stand in the way of a per-
son’s improvement.”
Three children from
the farm are now enrolled

Mueller, who has dedi-
cated herself to the study
of bio-dynamics, has in-
terests in a bio-dynamic
coffee plantation in New
Guinea which, she says,
became profitable after
only three years, +It was
bossibly a little easier
there because of the rela-
tively simpler farming
methads so the effect of
chemicals was easjer to
purge.”

of ‘oni'f4¢m furore

tacked becanse her new
methods will gradually
decrease the use of fungi-
cides and pesticides. “1
am told ‘what if Your
diseases come over to us?
Which I can just as easily
counter: ‘It’s a two-way
stream. .What if yvours
come over to me? With
our methods we don’t ig-
nore spraying entirely,
The sprays we use are de-
vised according to our
methods. There is still a
great deal to be learned
about the relationship
and interaction of
plants.”

Capital expenditure on
wumﬁmzﬁmnrmuﬁ is be-
lieved to exceed R15 006.
Bio-dymanics will cost
the estate even more,
“When I go back to Eu-

£ ils i She already owns farm- rope I o to make money
4 %mwmw_u_m .m:.umﬂw_.._ow_._ww land in Germany which is for this and other ven-
proudly points them out - being farmed bio-dynami. tures. I am helping with a
.oon s group photograph, caly and she hopes to ex- school ina uc:.mnsmmv:nw
2| . “Now I want to look at fend. “I have 2 friend whe township, for instance,
‘the soil, the place, the created a new forest in “I want to do some-
| cvons, the people who are Germany this way. An- thing right. I believe that
4| &oing to eat them. What Other who farms grapes time doesn’t stand still.
¢] effect the eraps will have bio-dynamically in the That there are always
on them. It will take at South of France. Thad a people who have gone a
least another five years. blind tasting of his wine gstep further, Bio-dyna-
22T am not dogmatic. | here and winemakers mics in .agricultare, I
™ ofwill do what I can, [ am Judged it the best.” . feel, is such a step, But ii
= w.,m_.,w_,..mc realistic. 1 need a In Constantia, says applies just as :Eo_,-. to
“Jecash flow, therefore the Mueller, she is being at- music. To everything.”
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. By CHRIS CAIRNCROSS
CAPE TOWN. — The Capé’s wine
industry is expecting the 1988
grape crop, which is to be picked
soon, to yield a record 9,4 million
‘hectolitres, marginally above the

‘previous record of 9,1m hectolitres

~achieved in 1983.

? If these expectations are met it
»will mean a continuation of the
“growth pattern set in 1986, after
three years of dismal returns, and
qtplace the 1989 crop some 5,7%
xa.head of this year’s yields.

3 According to KWV the vines

‘have in general been performing

.well for this time of the year, and
“there have been no significant oc-
Jeurrences of diseases.
7" The crop size may ultimately be
“adversely affected by a lack of suffi-
“cient soil moisture in some non-
irrigation areas, as well as a result
of a shortage of water in some irri-
gation areas.

It does mean that although the
total yield will be higher, the con-
tributions from the eight wine re-
gions in the Cape could vary con-
siderably.

In the Paarl region the 1989 crop’

is expected to be about 8% larger
than that achieved in 1988. In
general the grapes are inlooser
bunches than before and this is
attributed to the wind and cold
during blooming time.

An aveFage crop yield is expected
@'irrigation areas, and a better
‘than raverége crop in the dryland

ling, Colg
promise of good yields, with Cin-
saut average to good in the Wel-
lington area.

In the Stellenbosch farmers are
predicting that the 1989 crop will
vield some 7% more than this year.

The picture might change if it
does not rain in the area shortly, as
the strong easterly winds and
lower total average rainfall in cer-
tain areas has led to near drought
conditions,

According to KWV glight prob-
lems with berry set were experi-
enced in the Gewurstraminer,
Chardonnay and Colombar varie-
ties, evident in that bunches reflect

‘unequal stages of development.

Around Malmesbury the vines
are looking good and growth is still
active and a 9% improvement in
crop yields is expected.

The cold period experienced after
budding earlier this year delayed
growth for a while, but full recov-
ery apparently occurred with the

‘advent of warmer air.

The Worcester region is planning
on a 3% improvement in the crop,
with good yields expected to come
from Cape Rieling, Hanepoot, Cin-
saut and Colombar, and only aver-
age returns from Chenin Blanc.

Strong south-easterly winds in
the region caused some problems
and a little damage to shoots. But
here, too, there are fears about the

late summer penod 11‘ it does not
rain before tlme, ‘a8’ irrigation -
water is not in plentiful supply.
Robertson wine farmers are look-
ing for a slxght improvement of
only 1,6% in the 1989 crop, with
this mamly coming from Colomibar,
Palommo, Raisin Blanc and Hiine-

The yleld for Chenin Blanc is not
encouraging. Frost problems in
September also damaged early
vines in the low lying vineyards.
The damage was widespread but

only a few farms were serlously
affected.

Around the small Olifantsrivier
region crop growth of 1,6% is ex-
pected, with contributions from Co-
lombar, Hanepoot and Palomino.
There were problems with berry set
on many farms, with Chenin Blane,
particularly unlikely to be as fruit-
ful as before.

Montagu and Oranjerivier are
the only two districts in the Ca ?e
wine region where general
smaller crops are expected.

In the former, the 1989 crop is
expected to be as much as 15%
smaller. This is mainly due to serj-
ous shortages of irrigation water
around places like Oudtshoorn ‘and
the mountains above Montagu..Se-.
rious frost damage isalso a contnb—
uting factor.

In Oranjerivier, the problem has
mainly been flood damage, which is
expected to trim 4% off the crop
yield enjoyed in 1988.
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By AUDREY D'ANGELO
* 'Financial Editor

TOTAL - wine consump-
tion by SA Airways
(SAA) passengers next
year will be about

..consumptio
~ 50 000 cases

for Inflight Services,
Roelf Verster, is busy

negotiating the mass Gen
purchase of about 25  app
wines for the airline’s  rect
wine list next year. sp

350 000 of the 250mé
bottles served in
flight.

This, points out Henry

. Hopkins in the current
- issue of Wynboer, the
magazine published
by KWV, is equal in
volume to 50 000 cases
of 12 ordinary 750mé..
bottles. “And th

.« igays, makes SAA ‘one’

of the wine industry’s

. . biggest customers.

. Unlike other airlines

- ~which can choose from
French, German, Cali-
fornian and Spanish
wines, makes a
point of gerving only
those produced in the
Cape.

. So food and wine per-

i- sonality Peter
eux, who chairs the
panel that chooses
them, believes that for
SAA to come seventh
last year in a wine list
ranking by Business
Traveller magazine
«with bulk, mass-pro-
duced everyday wines
is both miraculous and
a well-earned feather
in the cap of our Cape
wine industry”.

The wine list ranking is
decided by those avail-
able to ordinary pas-
sengers, not Blue Dia-
mond passengers who
are offered a special
list including the wine
of the month.

S$AA’s ranking in Busi-
ness Traveller’s 1988
list is not yet known.
That will be an-
nounced early in the
new year.

. . . Meanwhile, Wynboer

** 85aYSs, SAA’s director

i
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1ster of Agnculture Mr.
yling Wentzel, who:is:lik

{ernment:restore 'lastiyear’s
‘['producer price:and threats: th‘at
| farméers -will change crops un-
:[less something is dome.ii?< L&

3 The: Cape.. farmers.-are.: par-
cularly;angry about Free
|;State farmers cultivating :what
. they 1see as. the trad1t;o ;l

hlS/]Ed to a surplos: of!about :
jillion- tons. of wheat':‘tng—
;gering the: huge cut in the pro—
‘ducer price. - A L1
sc/Thie -price: was set : ',R
by: the-Wheat ‘Board- at the
‘of ‘last. month. Last years
,was R395. .tom, - - ’
g 1pusmg ‘of \the: wheat sur-
plus ast year cost:the-Wheat
Board ‘R126-million.. Wheat
.costs-about R8-a’ ton to.store,
a ordmg 0. a. board spokes- .
'| man:

ni Durba vitle farmer Mr Boe—
tie-Louw-said ‘he- and: othér
farmers were consxdermg
sw1tchmg to other Crops.. - -
45:.cHopf-:1Ns'rEAD-‘a
Prices: of fuel and. fertﬂnser
; zone up, ahd when Jve ex-
'pected a 10 percent.increase in
price we.got R45 a ton. chopped
off;” gdid Mr Louw.” | "
" A-spokesman - for- thé. Moot~
‘réeshurg Agrlcultural Union,
P e:'“Production

“.:i4Freé State. farmers jump on
| and:'off - wagons as at pleases
’ them » he said;; - :

Louw sald he- was not an-

; “You can’t blame them: trymg
arn,a, lwmg
éntz'e'lr-w
mg “at .noon, tomorrow in
‘Moorreesburg. Town Hall.

©® The Wheat' Board- says
<good -progress is being‘made in
iselling. this: year's eipected sur-
-pliis: The"deputy-general man-
. ager. .of 'the board, Mr Ivan

|.tonsshad .b 1d: to forexgn

Hemmgway, sa:d 575" million S




THE KWV prides ‘itself o “wine [ heome aoma= 7
producers’ ever-rising income. ———
o Inhlzsil’i:s%t ‘minimum_prices it the surplus was.11%- of the ‘total.
reache 8,2m, comipared with ‘ T T
R327,2m in 1986 and R34,3m jn 1970, _ The SA public last year cot-

ot pid - sumed 8,06/ of wine per capita,
gf:ggg&gl g’vefi.%,‘;é&,s'f;s;be Kwy ‘down from 829J in 1986. Brandy

In spite of a shrinikin "demand  Consumption remained constant at
for wiget and ?ts derivatgives, far. . 0,481 per capita, but has lost in total L
mers have raised their income by -arket share to increased whisky ¢
+ 16% while producing larger crops consi{ti;nptxpn. hConsur_nptmn ,,.oj

and contributing to a surplus,. g.par quﬂm%’z&weygr’ Improved |
The estimated 16% or 1,404-mil- from 0,197 to 0,20/ p '
“lion_hectolitre (h}) surplus of the .. Government ‘hary
total 1988. wine crop (estimated to. - mated R90m in GST durin
be 8,853-million hly is not consid- natural wines, compared. witl
ered excessive, says KWV econom- R70m in 1986 (another indication bf-
ic services manager Wihan Viviers, Increased prices). And on braridy,
. A surplus .of - at least 10% .is . and spirits the Reciever gathered
aimed at every year to smooth out R99m in 1987, Total GST from the.
the dips in this climatically ex. liquor industry in 1987 js estimateg
‘posed agricultural sector. In 1987 to be R579m.
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Kobus van Niekerk

ey

R3m wine

Financial Editor

SA comes 28th on the list of wine-
drinking countries with an annu-
al consumption of only 97¢ a
head compared with 78¢ in
Franece, 73¢ in Italy and 71¢ in
Portugal.

But the newly formed Wine
Foundation intends to change
that, It will spend R3m in its first
year ont an intensive advertising
and promotion campaign intend-
ed to make wine popular with all
race groups — particularly on the
Reef.

KWV and the producing whole-
salers have joined in forming the
non-profitmaking foundation.

Its first chairman, Kobus van
Niekerk, deputy CE of KWV, told
media representatives at the
Mount Nelson Hote! last night
that its aim was to encourage the
moderate drinking of wine as the

promOtﬂiwg;é;égm

N

ideal complemeré ) d

He said he believed one
reasons for SA’s comparatively
low wine consumption was that
the most densely populated in-
dustrial areas were a long way
from the Cape Winelands.

To help correct this, groups of
opinicn formers and media re-
presentatives would be invited to
the Cape on a regular basis to
acquire first hand knowledge of
the wine industry and its pro-
ducts,

The Wine Foundation will have
a board with 10 members. Five,
representing the wine farmers,
will be from KWYV. The other five
will be from the major producing
wholesalers — Stellenbosch
Farmers Winery, Distillers Cor-
poration, Gilbey Distillers and
Vintners, Union Wine and Doug-
las Green of Paarl.

Research on which its cam-
paign is based has shown that
white, black and Asian wine
drinkers tend to belong to the
upper income groups and are ur-
banized, under 50 and predomi-
nantly women. But among the
coloured population wine is
drunk more by those living in the
country than the town.

White wines are by far the most
popular category among whites,
coloured people and Asians. But
blacks prefer fruit-flavoured
wines,

Perlé wines are the second
most popular with all sections of
the population. But sparkling
wines are the third choice of
blacks while whites and Asians
prefer red wines. Fortified wines
are more popular among
coloured people than in any
other population group.

launched
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In spite of the heatwave
which hit many KWY
wine producing regions

1 and the floods of the, Or:

ange River most dlstrlctg
showed a-crop- ine ase *
this year. w.,,‘w '

This, was announcedﬂm
the ‘chairman’s report
presented at KWV’s anr
nual“mesting held 1@
Paarl yesterday.

In his report, Mr P1etr
man Hugo said it wa
provwwnally ‘estimate
"that’'9,09 hectolitres of
wine was produced_,
which is 3,6 percent more:
thai;last year's 8,77 hed.‘-
tolgtres

The assocxat:ons ne't
proflt from own transacs

| tion's for thé year ending

December 31 showed an
increase for the sixth

consecutive year from .
| R25,7 million in. 1986 to
. R272m11110n last yeaf

This represents an im
créase of 5,6 percet,

Even though “the ri
was modest ahd"w
below the inflation’ rate,
' the”board ‘was satisfied
w1th the results, Mr Hiigo
-sajd,Last year was, not
"an é4sy year..

' . The. 1mp1ementahon of

sanctmns led 'to.the losk
'of certain important
KWV ‘export markets, in-
cludmg the United States,
Canada, Augtralia and
New ‘Zealand. The rand
also’ strengthened ‘apgainst
most of KWV's: tiading
partnérs which; é\ffected

{ the orgamsatlon. ‘as; well

in the highly competltzve
mternatmnal market.

It 35 a little early in the
fmanmal year “fo’ give-an
aclirate estimate of
KWV’s ‘profit, but at, this
stage however, it.seems
the.: prefltabllxty ‘evels

ie éd:;;p. 1987:will be




many. re—
-:zchalrman
id

q :
tial high grape
11ty was favourable )

. grapes from the
"lddle~season cultwars &

ald Malmesbury,
ST percent was
1 nlyl distriet’ to pro-| - oy
ss than last year. . }
I{"was provxsmnally Hl ‘ - Ce]
estimated .that-9,09 hec- ¥ g?;rtéiexg Ifn‘ZIYidl <y
tqlr;tres Of wme Was i i .Umted States," ‘Canada,
‘ Austraha and New Zea-
. A lands ot

‘ The - rand’ had
strengthened’ agamst
’ 'fér”*the year endmg De- most of KWV’s' 'trsdmfg
. cember 31-showed an in- partners. This had.af-
'crease for the sixth con- | fected the organisation
’ 'secut.we year .from 1as well in the highly
. "3257 mﬂlmn 1986 to ; competltwe mternatmn-

9 al market

4f g5 a little early»m
the nancial year. to
| giyeyan accurate esti-| -

b0 J fit,
1nodest -and.‘well below 7‘3 -KWV's pro
.the mflatwn tate, the mé\ this stagle lii
board was “satisfiéd” s€emst1987's profit level | .
.with the results. . ‘ . | willsbe repeated this.

] year," said Mr Hugo

G e e bt e ] linatyg



Drop-Inn
wms w1ne

The DroInn group, "has

succeeded with costson all ©

'eountsin its appeal dgainst
‘Hyfarm Investors repre-

sented by Hans Schreiber -

.of Neethlingshof . Wme Es-
tate. :

ment of the appeal panel,
Drop-Inn-is not obliged to
purchase any of the wines
in dispate — some 40000
cases out of 55000 cases.
which the court held do not-
.constitute “noble cultivar
white wines”.

The contract -value of
the disputed wine is
‘R2,2 million and the costs
are, estimated. to exceed
R600000. °

~Group chalrman ‘Mr
Sam Berk, said that the
Judgement 'vindicated his

board’s view that by:tend-

-ering delivery of wines
i purporting to' hei“noble
.cititivar whnte ines”
Neethhngshof was_ in
“bréach of xtsxobhgatlons in
terms of the ¢ontract. -

. The outcome of the ap-
peaI may see a re-rating
of ‘the group’s share price
which has: been depressed
by the market's perceptlon
that Dmp -Inn was. in-
volved in unfavourable liti-
‘gation.

"In_terms of the Judge- 1
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by Glyn Williams

CAPE TOWN — The
cowboy analogy is main
street at high noon for
the showdown.

But at the 14th Neder-
burg wine 'auction at
Paarl on Saturday it was
five-thirty on a sunny
autumn afternoon.

The last item for sale
— a case of Lanzerac
pinotage 1969 with a re-
serve of R260 — looked
innocent enough but the
combatants were pre-
pared to shoot it out
with rands, not guns.

After all, there was
prestige at stake.

And so two commer-
cial groups sent it up by
leaps and bounds, not to
mention R500 a time.

Eventually it was
knocked down to Mr
_Sam Berk, chiel ex-
ecutive of a liquor
group, for a fabulous’

wine

R10 500, or R875 a bot-
tle. It was the highest
price paid for a single
case at the auction, not
counting charity items.

Worth it? Not in drink-
ing terms, of course, but
worth every penny of the
resulting publicity.

The total result sur-
passed Nederburg's ex-
pectations of RL.8 mil-
lion. The final tally was
R1 955482, or 30 per
cent up on last year.

Like Topsy, the auc-
tion has grown from
R237 000 at the first in

1975 to R891 725 in 1985.

It topped the million
in 1986 for the first time.

It looks like the sec-
ond million in sales will
be attained next year, or
a doubling in three
years.

The reds brought in
R1 259941 and the
whites R695541. There

led wine and headlines
w2 for R875 a bottle @

S

were B4 wines and 22
participants, with an of-
fering of 10216 cases,
higher than usual but
still well below the
12 400 cases on offer at
the first auction.

Exports sank alarm-
ingly to 2,14 per .cent -of
total sales last year but
brightened to moie than
nine per cent on Satur-
day, with Japan. Swit-
zerland and the Repub-
lic of China being big
buyers.

Sales to Eastern Cape
buyers were still well
down at 2,75 per cent of
total.

The auction was
opened by a French
wine man, Mr Jean Hu-
gel. in honour of the

_300th anniversary of the

Huguenot seltlement in
South Africa, with Gallic
aplomb and with a more
than usual touch of hu-
mour.

—

Mt Hugel ... Gallic aplomb.




The l4th Nederburg
' auction at Paarl today
will be a pointer both to
3_ the economy and to wine
-, trends. 1 believe that
Nederburg will be more
than happy with the re-
¢ sulis at the end of the
. day.
i
. Reds again dominate
the ~auction with 57,
against 27 whites, 10216
eases in all. They will be
sold for more than R1
million.

Apart from the usual-

favourites that feteh the
high prices, with caber-
net sauvignhon the king
as usual, there will be
more than usual interest
in Jan (Boland) Coet-
zee’s first offering from
riesenhof, following
nis departure from Ka-
nonkop.

4

b

Ww}?{e is

offering his
vriesenhof 1982 (a good |.
vear, of course) and it
goes without saying that
it has a superior rating.
Jan Boland blends mer-
jot and cabernet for this.

There are two other
newcomers. Du Toit’s
Kloof Co-op is offering a
hanepoot superior and
Zevenwacht has a rhine
riesling 85 that has gath-
ered a good reputativn.

The auction has 8
French theme in cel-
ebration of the 300th an-
niversary of the arrival
inthis country of Hugue-
not + winemakers. Pre-
publicity material has a
nice line about one of
them managing to flee
France disguised as a vi-
olin player. How do you
disguise yourself as & vi-
olin player? Still it
seems to have worked.

GLYN WILLL?MS




L By DEREK TOMMEY

Finance Editor

THE South African wine indus-
try is exuding an avra of quiet
satisfaction. The two victories
it scored in the Paris wine
Olympiade last weekend
showed that among its white
wines are some of the world’s
' best; and costing less than R5 a
these deserve far more recog-
nition than they are receiving,

However, news of the
awards is expected to result in
greatly increased interest in
South African wines both here
and abroad.

The victories fully deserve
the acclaim that is being given
them. In competition with the
best of Australian, American,
French, Spanish, German and
Italian Weisser (Rhine) riesling
wines, a 1984 vintage riesling
from Villiera Estate, on the
Paarl wine route, and whose
counterpart today sells at
R4,25 a bottle, was adjudged
the best.

A 1986 Weisser riesling from

L

Lietland Estate near Paarl,
and which has been selling at
R4,75 a bottle, won third prize
at the morning tasting. The
winner here was a wine sub-
mitted by Jean Hiigel of Al-
sace.

The contest was for one red
and one white cultivar. The
wines submitted were chosen
by editors of a leading wine
journal in each of the countries
taking part. The wines had to
represent their country’s best.

Mr Henry Hopkins, editor of
Wynboer, selected both the
red and white wine entries.

Wine specialists believe that
wines from the Liefland Estate
and the other South African
wines entered in the Weisser
reisling category might have
done even better if they had
not been so0 new.

Europeans like their reisl-
ings matured and this is be-
lieved to have given the Vil-
liera entrant an edge on the
competition,

Mr Hopkins said it was the

for R4,25

(From pagei.)

“first time that South Africa had

entered the competition.

For Mr Jeff Grier, wine-
maker at Villiera, the award
was a personal triumph. He
started the estate as recently
as 1983. However, in spite of
his youth, he is just 30, he had
bags of experience behind him
when he started on his own.

After leaving the army he
studied viticulture at the Uni-
versity of Stellenbosch. He
joined Distillers Corporation,
then moved to Delheim and
also worked in Europe for
“three vintages”.

Making good wine is a mat-
ter of constant attention to de-
tail and keeping abreast of de-
velopoments in the trade both
here and overseas, he said.

The award will not bring
him any immediate benefit as
there is little 1984 Villtera ries-
ling available. But in the medi-
um to long-term it should put
his estate “on the map”, here
and overseas.

Mr-Grier said ks was. ai-
ready expoiting. to; thie .United’
Kingdom on a smali‘s

Scale and
the publicity, given his wine
shouid help sales overseas,

He agreed that South African
Weisser rieslings, chardondys
and sparkling winés required
some maturation in the botile.
He said it was false thiat the
newer the white wine was, the

Mr Hopkins said the success better it was.

of the Wiesser rieslings was
partly a result of the cultivar
having been around a long

time. Winemakers had great
experience in making wine
from them. t
As the winemakers’ experi-

ence with other cultivars in-
creased, similar good results

Mr Jaco Smit, who made the
Lievland wine, agreed. He said
rieslings could be matured for
up fo five years,

Soutji Africa had the sol and
the wéather to produce excel-
lent wines, he said.

(Continued on page 3.)

.could be expected. 1

South Africa has’already
scored ‘anumber of ‘Sticesses

with its red wines. ’;

" . The:success overseas of
South ‘African ‘wines istexpect-
ed-to lead fo greater local in-
terest in wine, South - Africans
are still infrequent wine-drink-
ers. Altogether they consume
abauit 272-million litres of wine
a yedr; but drink oyer five
times ‘more beer - Lb-billion
litres,”., . ' PA
+, The’awards should ‘help this
country’s wine exports:to Eu-
rope and to the Far East where
the démand for Southi African
wine has grown signiﬁﬁgntly in

recent.years.. .= = 3R

¢ Hejweyer, it Americahs, Ca-
nadiafis,, Australianis. and New
Zealanders want to drink South
African Wines they will have to
comerhére to:do soxThese
countriesshave banned.the imi-
rtationtof ‘wines fromi South
ich.Tiow'Imeans, a
’they
econd
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Wine whines

Stop sipping and start gulping. That’s the
message 1o wine and spirit drinkers from
KWV, which complains that South African
consumption is well below the level of other
countries.

And who's mostly to blame? Drinkers in
the Transvaal, says KWV, They may like to
savour the best wines, but they aren’t drink-
ing enough generally. It's time to turn qual-
ity into quantity.

- KWV says more than 70% of natural
| wines are drunk in the Cape and most forti-
fied wines south of the Orange River. Most
high priced wines are drunk in the Trans-
vaal, but they constitute only 10% of the
market,

That’s why KWV has set aside R2,5m for
wholesalers to promote wine sales, Most of it
is targeted north of the Vaal, Wholesalers
have to apply to KWV for a share. ‘

V0]y. N i‘j
He says the R2,5m is part of a scheme

industry’s research and strategic planning by

salers.

and we have to look after their interests.
Every litre of wine sold locally is to their
advantage. We also sell a ot of wine spirits
to local distillers for their brandies and forti-

i fied wines.”

On the surface, there is plenty of scope for

market,

Figures from the Society for Distilled Alco-
holic Beverages, in the Netherlands, suggest
the average South African drinker is a novice
in world terms. )

He consumes 4,6 1 of pure alcohol /year,
which puts him 32nd on the list of 47 coun-
|tries. Frenchmen drink the most —
13,2 I/year. Even in Finland, where liquor
sales are strictly controlled by the govern-
ment, the average is 6,9 /, )

Vodka winning .

“In France, they drink 78,4 / of wine each
year; in Italy, 73,3 I/year; and in Portugal
70,8 I/year. Our 9,72 ] each year puts us
28th,” says KWV,

Meanwhile, local industry figures suggest
that whatever the military state of play be-
tween Pretoria and Moscow, Russia is win-
ning the war of consumption in SA.

Cane spirit sales in 1987 were nearly 50%
down from their peak in 1981, when they

tinued to outsell gin last year but was second
to frontrunner vodka. If was the first time
this decade that cane sales did not lead the
white spirit market. L e g
Cane sales have ‘dropped; stéadily “from
nearly 2,2m cases in 1981:¢6 just ovér 1,2m

in 1987. Its share of thetdiminishingwhite

iGX

Nothing will be allocated, according 4to.-a,.
KWV source, unless it is to be used innovati--|

through which KWV hopes 1o improve the.

SA wines. .. are wo drinkin
too littla?

spirit market has also dropped, from 55% of
4m cases in 1981 to 36% of 3,1m last year,
«-Vodka’s share over the same period has more
than doubled from 17,5% to nearly 42%.8

£ TN

working closely with merchants and whole- i

“We have some 6 000 farmer members I

developing the South African wine and spirit .

outsold gin and vodka combined. Cane con- |
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By KAREN STANDER
Staff Reporter.

THE heatwave has not only
had a bad effect on this year’s
grape crop but will also have a
negaiive influence on next
year’s, Mr Kobus Rossouw, Si-
monsvlei Co-op’s manager and
winemaker, said foday. .

In some areas up to 50 per-
cent of the leaves on vines had
been burnt.

This meant the vines would
not have the ledves they need-
ed in the resting period be-
tween harvest and winter and
this would have a detrimental
effect on the size of next year’s
crop.

'He said the prospect of rain
was welcome as long as it did
qh or for too

Heatwave threatdis

73,

HARVESTERS: Grupe pickers on Mr Frans Majan’s
l_{’

&

gave the wine a burnt taste and
smell, but only grapes still on
the vine this week would be af-
fected.

My Jan Booysen, a manager
for KWV, said rain could not
improve vines already dam-
aged by the heat.

This week wine farmers
have been trucking labourers
to the Boland from Khayelitsha
in ap attempt to karvest
grapes which ripened early.

Mr Frans Malan, a director
of KWV and the owner of 5i-
monsig wine farm, said many
‘upemployed labourers had
turned up of their own accord
looking for work but some
farmers were bringing in work-
ers from the Peninsula.

He said coniract labour from
) ,{ljfanskei was normally used

— — a

Picture: DANA le RO

crop

for harvesting but with the re-
moval of influx control more .
people were available locaily.

Mr Chris Joubert of Spier
wine estate said he had em-
ployed pickers from Khayelit-
sha who were brought from the
township at the begioning of
each week and taken home at
weekends. :

Mr Joubert said he did not
normally employ extra labour
for the harvest because women
living on the farm worked as
pickers and the children kelped
after school.

But this year the hot weather
had made the situation urgent
and had resulted in having to
bring in extra workers.

There was still work for
more labourers, he said.
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Ro dividends °

Despite the fact that Union Wine has madc a
profit for two consecetive years, Lt has stiil
declared no dividend. This is small won'dcr,
*given that there was a loss in the previous
three years, Chairman Jan I_’lckard_ says
that, rather than declare a dividend, it was

z Fl | \7/'\7/ 5% )
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Activitias: Wine farmers, wholesalers and re-
tailers of liguor and hoteliers.

Control: Ficiold has 57%.

Chairman: J A J/ Pickard; managing director:
W D Terblanche.

Capital structure: 13,2m ords of 50¢ each;
7.9m 10% comp conv cum prefs of 50c each.
Market capitalisation: R19,8m.

Share market: Price: 7150c. Yields: 10% on
earnings; PE ratio, 10. 12-month high, 280c;

In the wholesale liquor section, problems
were encountered due to cost increases, while
consumers proved to be resistant to higher-
priced table wines in restaurants. But profit-
ability improved and emphasis was placed on
quality. In the retail market, the increasing
number of licenses granted to grocers meant
more competition, while purchasing power
remained unchanged.

The main problems were encountered in
the hotels. Off-sales have been separated and
run as liquor stores, but low room occupancy
and increased costs meant the hotels made
no contribution to group profits, though
Pickard does not mention a loss. He hopes
that legislation to permit Tavernas and
Garni Hotels will help this division.

Since year-end, a property in Oudtsheorn
has been sold and, as Jan Pickard Junior puts
it, the commitment to the liguor industry has

Cents Unien Wine
250.
200 st
¥
L
160
100
*87 Mar Apr May Jul Aug Sep Oct Nov Dec

(Quwe @f’iﬂ p\\&

been reaffirmed by the launch of a new
brandy (Bastille), a new white wing, Bel- '
lingham Paarl Riesling and four liqueurs.
Despite the problems, the achievements of
the past two years make Pickard:optimistic
that a dividend may be declared’ next year.
The group has R7,3m in unutilised tax
losses, but in the present market it would ;
seem wiser to look for something with a more

solid dividend record. Pat Kenncy |

fow, 80c! Trading volume last quarter, 72 000 j~—
shares. T AT T e —
Financial: Year to June 30, :
‘86 ‘B6 87
Debt:
Short-term (Rm) ........... 14,7 153 10,2
Long-term {Rm) .... .8 14,1
Debt:equity ratio ....., 5 0,69
Shareholders’ interest 0,45 B
Int & leasing cover .. 1,51
Debt cover ....cccccorvvvevrveneen. 0,18 kS ST
Performance: AR DI -
‘ ‘86 '86 ‘87 K -
Return on cap (%) ............. 62 69 99 ﬁ ey
Turnover {Rm} ........ 100 1018 1128 .
Pre-int profit {Rm) . 3.6 50 71
Taxed profit {Rm) .. 1.2 13 28 - 1 ,
Earnings (¢} ....... 89) 6,3 150 s ‘
Dividends (¢} .. — — —
Net worth (e} ...o.cccvveenee..nn. 166 268 205 . Py
L 1 A S
decided to strengthen the group’s own funds 5 ¥+ T
further. s D et
The better results were based on more R o
than a rising market, though turnover in- e ) .
creased 136%. Pickard says the past two | oL P
years show that satisfactory results are possi-
ble if expenses are contained and a method- .
ical and determined marketing approach is
adopted. "
FRRx 1
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-Bill.to, allow a more
.markei;-orlentated ap-,
proach in fixing wine
prices and relax re-

% strlctlops on wine trad-

ers has Been published,

A memorandum at-
tachedito the Wine and
Splni:%Amendment Bill
saysi -"eiustmg Jprovi-
smns:,relatmg :to the
-suspension-of restric-
{ive measures concern-
- ing the'sale of wine are
-extended to authorise
the ‘Ministér of: Agri-
culture to suspend
§ those; measures in the
g case of the sale of wine
| in small quantltles to

more market- orlented
approach in fixing the
minimum .and quality
prices of a wine, .cer-
tain provisions in the
law are adjusted to
make provision for dif-
ferentiated prices for
different categories of
wine. -

‘Provision lS also
made for regulations to
eliminate the malprac-
tice of putting mislead-
ing indications: on' the
labels of hqueurs made
“from "various; other

|

spirits. — Sapa.
P




FLAVOURED WINE
Fizzling out

Indications are that the initial strong growth
in the flavoured wine market has fizzled out.

As a much-vaunted panacea to mopping
up SA’s huge wine lake, flavoured wines
have not worked. Total adspend has fallen
from around R2m for the 12 months to
October 1986 to just under R1m for the
same period last year — a 50% drop.

Overall consumption by June 1988 is ex-
pected to be 18% below the previous year —
21 Ml compared to 25,8 ML At least six
brands have fallen by the wayside in recent
years.

However, the figures are more indicative
of a shakeout than a total flop. A handful of

Still in the race

IBIS market shares for fiavoured wines

'ESPRIT . CASTELLD

5] MANHATTAN GREAT WESTERN
LEMON STING COOLER

%] WEST COAST i

Ry West < GROWERS

B otHers

—

brands like Esprit and Castello are still sell-

ing well and are even consolidating their
positions: 34T

The flavoured ‘wine market took off with a
bang at the &hd 6f 1984 amid a lot of glitz,
media hype afid o small measure of contro-
versy.

Here was the new refreshing drink with a
6,5% alcohol content that was going to take
the South African market by storm. No
flavour was too outlandish and everything
from apricot to kiwi fruit was*tried on the
market. ’

It was a total shotgun approach and the
results were often surprising. For example,
brands aimed at the white female market
took off in the black market too.

Shortlived boom

But the boom was shortlived. Unrest in
black areas affected sales and promotion.
Two rounds of supplier-led price increases
also had their effect. But what really ham-
pered competitive pricing, producers feel,
was legislation.

By law, flavoured wines must contain no
artificial flavourings, which has led quality
conscious producers to turn to imported in-
gredients. And unlike the US, where alcohol
content is brought down through the addi-
tion of water, South African producers are
compelled to add grape juice which, ironical-
ly, makes the wines less refreshing.

. Local producers are pushing to be allowed
to go the American route and it is thought
that a change in this direction might soon be
forthcoming. This would result in flavoured
wines with a lower alcohol content, lower
production costs and, hopefully, higher sales.

Meanwhile, the survivors are taking steps
to consclidate their positions in a more dis-
cerning and sophisticated market. Even the
supporting advertising is now less explana-
tory and more lifestyle-oriented. “We're en-
tering the mature phase now,” explains Es-
prit’s senior brand manager at Stellenbosch
Farmers® Winery. *“The sparks have stopped

—flying.”

IR I S
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MOHAIR ®%081i&\qu
Producer poﬁrﬂé‘r I

The Mohair Board appears to be fighting
for survival as producers insist on being
paid out R75m in reserves after the in-
dustry’s single channel marketing scheme
was dissolved a year ago.

The dispute started when the board —
at the end of 1993 — transferred its assets
to a producer-owned company called Mo-
hair Marketing International after producers
voted to deregulate the industry, terminate
the previous stabilisation scheme and pri-
vatise the board’s functions.

But Clause 35 of the Mohair Scheme
stipulates that once the scheme is abolished,
the assets of the board must be distributed
among producers according to a certain
ratio determined by individual production.
The ruling was upheld by the Port Elizabeth
Supreme Court last July when it found that
the Minister acted uitra vires in deciding
that the board’s assets should be distributed
to producers in the form of shares and loan
capital, -

Some producers now want their money
paid out to them. After prolonged ne-
gotiajions with the dissatisfied producers
fajled to produce a solution, the board
tabled a proposed amendment to the
scheme in the Government Gazette that, if
accepted,. will allow producers to claim
their payments made to the board over the
past three years. The rest of the money and
other board assets will be placed in a trust
to be controlled by “a producer organ-
isation.”

But major mohair producer Chris Louw
says: “It is disturbing that autocratic action
has again been taken without first con-
sulting producers. Forming a trust to ad-
minister funds which legally belong to
producers further undermines transparency.
The fact that no details concerning the

proposed trust are available is cause for

great concern.”

Louw is calling on producers to object
to the proposal and insist on an individual
vote 10 decide whether there is still a need
for the board.

Mohair Board chairman Giele Grobler
says the objectors are being short-sighted.
He claims it will always be necessary for
the industry to be stabilised as mohair
demand is determined by fashion. When

. there is little demand, funds are needed to

compensate producers for low prices. He
says the proposed trust will continue to
stimulate mohair production and consump-
tion if the board is dissolved.

Says Grobler: “Clause 35 is increasing
pressure for the board’s dissolution simply
because producers want to get their hands
on the money. But this money has been
collected by the industry over the past 20
years for its protection. With international
mohair prices at a peak, the industry should
be collecting funds.” .

He denies the board has acted au-
tocratically. He says the decision to transfer
the funds to Mohair Marketing International
was taken at the 1993 annual SA Mohair
Growers’ Asscciation Congress.

But Louw counters that the ballot put
before producers at that meeting was mis-
leading as it did not ask producers if they
wanted the funds distributed among them-
selves. “Producers were asked only if the
board should retain the funds or whether
the money should be transferred to the
producer-owned company whose functions
and powers were never made clear”

Grobler says that if the objections war-
rant it, the Department of Agriculture will
consult producers before submitting a re-
port to the Minister. N
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WOOL PRICES
=S 2771
Sheepish comehack "®

Average clean wool prices for the first half
of the current marketing season, which
ended in December, improved by a dra-
matic 79% to R17,92/kg. The Wool Board
now estimates total gross earnings for the
full season at R594m — well above last
season’s R414m.

Ona Viljoen, spokesman for the board,
says though global demand for wool should
taper off if prices keep rising, the Port
Elizabeth wool market indicator once again
jumped 5,5% in the week ending January
19 as local prices “corrected” upwards
against the Australian market.

Viljoen says the board estimates the
average price for the season will level out at
R16,78/kg — 57% above last year. Volatile
Chinese demand seems to be the major
factor affecting international price move-
ments at present. Political uncertainty in
that country following the demise of ailing
national leader Deng Xiaoping could fur-
ther influence prices.

Factors which experts say have a bearing
on the current bull market in wool are:

O International consumer preference for
wool as a high-quality natural fibre;

Q China’s resurgence as the world’s major
wool consumer. It buys about 20% of total
global production and the figure is expected
to rise to 25% by the year 2000;

( Healthy economic growth in most major

Conrinued from Fage 78

consuming countries — particularly South
Korea, an important buyer of SA wool,
whose economy is expected to grow by 7%
this year. ;

Q Fears of a wool shortage as production
levels fall worldwide. In Austraiia, the
world’s major producer, the worst drought
in decades is expected to depress this year’s
clip to a 10-year low of about 700m/kg,
well down on average longterm production
of 800mv/kg.

In New Zealand, output is expected to
drop to 266mv/kg (the lowest in 30 years);
Uruguay’s sheep population has shrunk
14% over the past two seasons to 22,1m:
and in Russia, sheep nimbers are declining
as local demand for fresh meat and lu-
crative live. exports to the Middle East
decimate the national flock.

In SA, the situation is much the same.
Says Viljoen: “The board expects the local
clip to drop from the previous season’s
69,3m/kg to about 66,3m/kg in the season
ending mid-1995, the lowest level since the
Twenties. The drought is 2 major cause but
aggravating factors are high mutton prices,
which encouraged farmers to slaughter
stock and the rising incidence of stock theft
which is forcing farmers to switch to beef”

Thg. current price surge is a reversal of
the'sm.lanon in 1991 when a huge Aus-
tralian o}rer-supply forced the country to
suspend its floor price, resulting in a 30%
drop in international wool prices overnight.
The crash in wool prices also plunged the
SA Wool Board into a severe financial
crisis.

As a consequence, the board ended the
June 30, 1991 financial year with net
liabilities of R34,8m, compared with net
assets of RO0m the previous year.

Since then, the board has been effectively
privatised and the wool scheme, set up
upder the Marketing Act, deregulated.
Since the State paid its R141m international
debt in 19?3.Dthe board has sold off seven
properties in Durban, Cape Town and P
Elizabeth for R34,5m; I;f:en a 58% gerf
duction in its expenditure to R31.4m in

1993/94p; and is now debt-frce and sol-

vent.

All that is needed for the industry to
finally redeem itself is for local production
to return to the record 148,2m/kg level set
in 1965. n



GUBB & INGGS%oHﬁLTr%
Warm feeling;&rl 1) <

Activitiess: Wool and mohair processing and
sales. )

Condral: Merwoo! (Ply) Lid 66,2%.

Chairman: J P Stucken.

Capital structure: 2,1m ords. Market capital-
isation: R42m.

Share morket: Price: 2000c. Yields: 2.6% on
" dividend; 14,7% on earnings; p:e ratio, 6,8; cover,
58, 12-month high, 2000c; low, 650c. Trading
" volume last quartar, 8 071 shares.

' Year to June 30 91 92 ‘93 ‘94
. STdebt(Rm)....... 5555 582 531 1040
LT debt (Bm) ....... 1.2 08 0,5 —_
Debtequity ratio . . ... 151 135 1,08 181
Shareholders' interest. 03 03 041 03
Int & leasing covet ... 1,74 3,75 167 2,78
Returnoncap (%) ... 74 114 6,4 6,7
Turnover (AM) ...... 261,80 2040 2373 2488
Pra-Int profit (Rm). ... 123 188 96 136
Pra-int margin (%} . - - 4,7 6,4 4,0 5,5
Earnings (€} +.v--ens 1745 5760 1155 2946
Dividends (¢) ....... 40 90 40 *230
Tangible NAV (). . - .. 2486 2957 3065 3156

* Spacial dividend of 180c. Ordinary dividend of b0c.

The recovery in the wool market has begun,
with the company lifting EPS by 255% to
294 6¢ for 1994, Turnover rose by 4,8% t0
R248m and attributable earnings were
R5,9m (R2,3m).

Executive director Harry Bonner says the
special dividend of 180c was declared for
two reasons: as a “loyalty” dividend to the
shareholders; and to distribute a large chunk
of retained capital ahead of possibly un-
favourable changes in the tax laws.

Current fashion trends have stimulated
the demand for mobair, but have also
pushed up the price by nearly 400% over
the last eight months. The extra expense is
reflected in a surge in the company’s short-
term borrowing and an increase in year-end
stock value from R70m in 1993 to R106m
in 1994.

Wool prices have also risen, by about
60%. As a trading house, Gubb & Inggs
normally has a high debt:equity ratio be-
cause it is obliged to hold stock through
off-seasons both in SA and in Europe. Even
so, gearing of 180% must increase the risk
profile of the share.

Ability to carry this debt will depend on
the extent of recovery in trading profit.
Fashion is fickle and the long-term fortunes
of mohair remain uncertain, but the wool
market seems likely to experience a more
sustained recovery, helped partly by a
drought in Australia which is expected to
lead to the speedy consumption of their
surplus “wool mountain”.

Pressure on margins is currently being

fA A M1 Sy J1AL SO NiD
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exerted by Russian wool coming on to the
market, but inferior quality is expected to
restrict its influence on the market. Bonner
expects the price of exports to rise in 1993,
compensating for the declining SA wool
Clip. which may keep production levels
static. He says demand is good and supply
adequate and wool prices are creeping back
up to their pre-drought and depression
levels.

Though profit margins have been volatile
over the past four years, tangible asset value
has increased by 27% from 2486¢ in 1991
to 3156¢ in 1994 — the share price is less
than two-thirds of this. The shares, if they
can be found, would be a good buy for the
small investor with a strong stomach for

risk. Margaret-Artne Halse




Better wool prices
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BLOEMFONTEIN. — Wool producers
‘who had kept to wool sheep would
probably receive realistie prices over
the next few years, National Wool-
growers’ Association Free State
branch president Johan Neethling
told delegates to the branch's annual
congress at Aldam, near Ventersburg,
yesterday. oo ‘ ‘

Neethling said the wool industry
was emerging from one of its worst
recessions. ,

He said too big an increase in the
wool pri!ce‘ had never ‘benefited pro-
ducers Decause it led to consumer re-
sistance. It was hoped there would be
slow but sustained-increases instead.

Wool prices showed afirm tendency
in a shrinking but stil] large world

stockpile, 23 l ]

Neethling said that %in ‘the first
weeks of the 1994/95 season prices
were double those at the same time
the previous season.

Meat prices had also showed an up-
ward trend which improved the profit-
ability of wool farming.

Small stock farmers had, however,
been caught in the past few years be-
tween low prices and high production
costs and it would take time for them

‘to recover, Extreme cold and too little

rain in 1994 had not helped.
Neethling said the congress would
have to find answers to problems of

"pollution of wool by kemp, bailing

cord and black fibres, and stock theft
was cause for much concern. — Sapa
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‘fMohalr group’
| toraise. R10m

LOUISE COOK

',MbHAIR processor Cape

Mohair Holdings plans to
raise R10m from share-

‘holders — all of whom are

miohair pgoducers —to up—

grade and expay

ing, facilitig ﬂr W’Z
“The mone a:sed would

fund expansnon at its planis
in Port Elizabeth, Beérlin

-! near King. William’s Town
-and Cape Town. o

Chamnan Denys Hobson
said it was critical for the
company to develop in. di-
rections which would make
it less - ‘yulnerable to the

ngs in trading condi-

-tions brought about by the

dictates  of fashion and
fash:on-related industries.

“At the moment there:is- |

‘| a huge: worldwide demand
"for mohair by.the fashion

industry, but; history : has

'| shown'us that this is cycli-
. cal. We hope:to raise.about

R10m. to .upgrade. and: ex-
pand the non-fashion-relat-

fth oup”
'I‘ enewzzt rigv dbe

AT LI

‘| underwritten ‘By' foir- ‘mo-

e

hair producers and 4share-- |
holcler' of anfmtematmnal
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. wool productwn

P
million’ kilograms four: years agotea
predicted:58:million: kilograms: this -
year,u'fdown

unported Tlive:sheep from ‘Australia -

could see many red meat producers
switch o wool produ t;q T, pamal

Good wool prices and recesit good -
raing in the Karoo could also attract
more producers to ihie industry,

SA"Wool and Mohair Buyers’ Asso-
ciation chairman Gunther Beier said
buyers sWere hoping for, a sharp in-
creasegm produetloq, as_SA ‘wool
prices; had been higher than thosé in
Austraha '

High prodessing, costs, havé, been

ay.-- Hoo/fkg from: R11/kg at thé begin-

mﬂlm ’“lulograms on

; which-were built to handle- 120-mil-
-lion kilograms a year, bemg under-

¢ August, he said. Y

pushmg up‘the price of wooL makmg
it dlfﬁcult Jor buyers to increase
-sales, -

: "Pnces have more than douhled to

-ning of last yéar, which should en-
courage producers to up production
next year;” he said.’

: Local buyers were in an unfavour—‘
abIe ‘pusition as reduced- production
‘had* ‘caused processing’ -facilities, -

utl]ised ,
Co-operatwe BKB fibre market-
mg marnager Willie Saunders agreed
that more wool was likely to' ‘be on
- the market durmg the next season.
“The new season would start in

“Thie decline in production Hs not
+beeri- normal and was die- {0, the
"drought and high meat pnces We
will be lucky to get 58-million “kilo-
grams this year, but: thm
improve next year, s

He said: “The local process, Are
forced to buy locally and ' have been

stz’uggbng to keep pIauui going”
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Levy revolt
=ri2l<]4ac

A group of 120 wool farmers, meeting ai
Richmond in the Karoo last week, has
threatened to stop paying the annual levy
raised by the Wool Board. Their threat is
the culmination of bitter differences in the
wool producing community and could be
the start of a rebellion against the beard.

Wool farmers are obliged to pay the Wool
Board a 5% levy (before tax)} on their
annual wool cheque. The board expects
R30m from levies in 1995-1996.

The farmers’ main gripe is dissatisfaction
with the board's answers to their concerns
about the industry’s finances. Some farmers
came from as far as Grahamstown and the
Free State to attend the meeting, arranged
by a sub-branch of the National Wool
Growers’ Assoctation (NWGA).

Wool producers have been pressing the
board over the handling and channelling of
funds which were made available by Wolex,
the board’s agent to a private company,
Premium Cape Wool (PCW), headed by
Wool Board directors.

The farmers are also disturbed about a set

Continued on page 7?
e
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CURRENT AFFAIRS

Continued from page 45

of rules recently formulated by the NWGA
which prohibit office bearers on all advice
committees from divulging any information
to wool producers or the press. Information
about the industry may only be released by
the chairman or, after a majority decision,
by the coinmittee. Farmers, however, say
that they are outvoted by board members on
these committecs, NWGA president Peter
Kingwill is also vice-chairman of the Wool
Board.

The action by the 120 farmers was
prompted by a meeting of the board’s
advice committee on finances last month.
The committee includes three producers:
Briers Bekker (chairman), Peet Visser and
Pikkic van der Heever. Wool Board CE
Johan Gieselbach (ex officio), chairman
Hennie Prinsloo and three other board
members also serve on the committee.

A problem at last month’s meeting was
that the minutes of the previous one could
not be approved because the tape recording
had been erased. But Gieselbach denies this
and says the problem had been that one
member had not read the minutes. He says
only part of one meeting had been double-
taped, The three producers also voiced
unhappiness over the board’s handling of
the PCW funds and its explanations of how
the funds and interest had been channelled
through various accounts.

At the Richmond meeting, Van der Heev-
er, a prominent wool farmer in the district,
was unanimously supported when he ex-
pressed his intention not to sign the code of
rules, which would prohibit him, as a
farmers’ representative, from divulging in-
formation to producers. At that stage, the
farmers threatened to stop paying levies to
the board,

They were also angry that members of
the SA Feli Mongers & Wool Pullers’
Association have resisted paying levies
since 1992. This association buys pelts and
hides from farmers, then exports without
the intervention of agents or brokers. The
levy income from this association last year
had been expected to be R1,3m and this has
not been paid. Gieselbach says the board is
negotiating payment but wool growers say
the association refuses to pay any arrears,

In terms of a draft Marketing Bill, the
payment of levies will be enforced. How-
ever, a resolution accepted by the Rich-
mond meeting cafls for the matter to be
decided by a 75% majority in a referendum
of wool producers.

The farmers are also unhappy about the
board’s increased travel budget for the next
year — R750 000 for officials travelling on
behalf of the board and the International
Wool Secretariat — which is about
R250 000 more than this year. It is also
forecast that the board’s expenditure will
tise from around R34m to R40m in the next
financial year.

In another development, the board has
threatened to take legal action against a
Karoo private marketing company, Lanata,

48 » FINANCIAL MAIL » MAY » 12 + 1985

which was founded by a number of wool
farmers to deliver wool to processors by-
passing the auction system. These farmers
also don?t pay the annual levy. Eddie Bathua
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A MOVE by Cape mohair
farmers to set up their own
manufacturing and mar-
keting operations, before
government downgraded
the Mohair Board, has re-
sulted in a thriving new in-
dustry with big export de-
mand for mohair products,
Two years ago, when
government farming
boards around the country
were being disbanded,
some 3000 Cape mohair
farmers set up their own
manufacturing and mar-
keting company, and in 2
private placing, subscribed
for its shares. ]
“Instead of selling their

By JEREMY W00DS

- mohair to the hoard for a
fixed price, the farmers

wanted to add value to
their product and sell it to
whomever they wanted.

South Africa provides
some 50% of the world's
mohair from Angora goats
who like the dry hills of the
eastern Cape, where most
of the mohair comes from.

Once Cape Mohair Hold-

ings had been set up, the
Mohair Board gave it
working capital of R10-
million, and the group now

YLt IIC HAHE.

m lfl,lii*factures' mohair
blankets, mohair socks and
itting yarns which it ex-

Lknitti
poiits o Italy, Taiwan, Ko-

red,! Japan and the UK.
ow Cape Mohair Hold-

'ings is looking to raise fur-

ther eapital from its farm-
er shareholders.

};'At the moment there is
huge world demand for
mohair by the fashion in-
dustry, but history has
shawn us that this is cycli-
cal‘{We plan to upgrade
andj expand our existing

marufacturing facilities
for the non-fashion related
y such as,

- I R e bes

mohair blankets and tmo-
hair socks,” said Capé. Mo-
hair chairman Dénys Hob-
son. .
The group plans to raise
a further R10-miilion from
its shareholders, all of
whom prodee mohair.

“Export demand for our
products is very strorg, but
our hair blankets are very
popular among blacks in
the emerging market. A
blanket is a vital part of
their make-up and they are
very discerning biuyers
with natural fibres,” said
Mr Hobson, a former
Springhok cricketer.

15
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sharp: ﬂse in wool sales

( 3; )WD@L
B SHIRLE‘( ]ON '
T :

rWool {\forth ver X718 million
was auctioned during South Af-
rica’s latest ‘wool season, com-
pared withlast season’s R413 mil-
-lion. -The  season’s; increase Was
despite a 3’ percent drop 4tk -pro-
duction. '

The average grease wool price

on BKB catalogues was RI1,40 a
kilogram, ‘substantially more than
the R6,39 for .the season.ended
June last year, |

BKB -noted: that the .most

noticeable:trend durmg the,latest

.season was, @ sharp, 25 percent
price escalahon for fine wool,

. During the same period, ] pnces
for medium wool rose 20 percent
and strong wool prices showed an
even more encouraging increase

of up to 32 percent.

_ BKB said the reason for these
exceptional performances was
mcreased demand.from Chind.

When demand from this quar-

o (R )17 7S

ter dropped off towards theend of -
, the season;” wool pnces began o
ease. . - s

“The: pnce ratio of wool to
synthetic fibres remains favour-
able for wool.

“Cotton. prices have reached
new heights and, with the rela-
tively low levels of wool stocks .
held by processors, the outlook
for the 1995/6 season would
appear to be favourable for, pro-
ducers,” said the manager of
BKB's branch in Port Elizabeth,
Bruce Paterson. :

According to the Textile Fede-
ration’s latest economic review,
wool accounted for 62 percent of
export volumss and 90 percent of
the value of South African fibre
exports. :

These increased by 38 percent

'in volume and 47 percent i value,

making the fibte sector 6f the tex-
tile mdustry the only./category
with a favourable trade balance at
R415 million.

ERSEN I
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Flour imp concemn

B3 e e A Y

1 " Cheap imported flour poses a greaterrthreat to the :

Louise Cook B @) WHEAT 3

¢ | THE prolonged uncertainty about a tariff for impoi'tzd -

v wheat has sparked fears of large-scale flqur imports
among producers. 3{9 Lﬂsﬂlﬂé
Although Tiger Oats dismiss e fears, the ber

of Baking was noncommittal.

The wheat industry was the last agricultural sector to
switch from import permits to tariffs in terms of GATT.
The secfor, through the wheat forum, asked the Board on
Tariffs and Trade to set a 6% tariif on imported wheat
and 190% on imported bread flour. : .

B T T
s o

s

local industry than imperted wheat, Western Province
producer organisation vice chairman WT Myburgh said
yesterday. :

He said it was easier to import flour because it was
containerised and cheap.

Tiger Oats executive director Hamish McBain said,
“Cheap flour imports are not sustainable as ove
countries are withdrawing their export enhancement
programmes and flour prices are likely to rise” -

Tnternational wheat prices have risen sharply to $216-
$220 in recent weeks because of shortages. - o

The board yesterday refused to comment on the possi-
ble level of the tariff. a T
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By FRANCOISE BOTHA

STAFF WRH'ER

Wool prices dropped 5 percent at fast
week’s Wool Exchange sale in Port
Elizabeth and the possibility of future
price increases does not look encour-
aging, says Jimmy Bruce, the divi-
sional manager of the Farmers’ Bro-
kerg Co-operative.

He said the reasons for the price
decline were varied, but included a
worldivide downtrend in the demand
for natliral fibres, a situation caused

wt B

v

cred)al
by the slowing”d
economies.

“This is giving rise to price resis-
tance at the retail end of the market.”

Bruce said the absence of China as
a buyer of raw wool had also played
a role since the country had 180 000
bales in stock which had yet to be
delivered to factories.

Bruce said that local processors
were the main buyers in South Africa,
ang that inferest from western Europe
had been considerably lower than at
previous sales.

n Of western

ism on Wool

3 JusooL

price

While prices for fine and short
wool were unchanged, medium qual-
ity wool was 2,5 perceint lower ahd
strong wools up to 5 percent below
the levels of the previous sale.

Bruce said that 94 percent of the
11 666 bales on offer were sold,

Last- week's sales comprised
66,5 percent long wool, 21 percent
medium wool, 1,5 percent shart wool
and 11 percent lox.

The highest price ach1eved at the
sale was R24,31 a kilogram for AFY-
type wool.
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SA wine enhances Zimbabwe bouquet

HARARE — Since Christmas Zimbabweap

wine lovers bave been making inroads into
20 000 litres of SA pinotage, which made
kistory last monthwhenitbecametheﬁrst
sh:pmutofitskindtou‘ossthemm

in a bulk tanker for
babwean label
“It's in bottles va al-

ready,” said Cairns Holdings MD Tim
Johnson who imported the shipment from
co-operatives in the Robertscn area to
blend with local pinotage from Cairns's
Mukuyu Winery, near Marondera.
Despite red wine production now reach-
ing 150 000 litres a year, Mukuyu is unable
to meet rising demand from Zimhabweans
who are switching
and spirits, on doctots nrdem.
Zimbabwe's fledgling

-

| MICHAEL HARTNACK |

which produced its first drinkable reds in
1987, came of age this year when Mukuyu

Wmuymanaga'nndwimakerwthnld

Seitz put ‘imbabwe's firat 1400 cases of

pinot noir gn.the just before Christ-

mas.

babwe was Ineapable of produeing & pood
was inca| a

quality pinot noir.

But ope visiting SA retailer said on tast-
ing the first pinot noir from the latest
vintage: “We would have no difficulty sell-
ing every drop of this in SA.”

However, Zimbabwe's three wine pro-
dueers want to prevent a “wine drought”

hmhm:ghtcauaecustnmmtodﬂftback
wbeerandspn-its.




S gt ssmea AT TYARE A s o et

- SA sold U
88% more
wine in

/
! - From LINDA ENSOR
LONDON. — Sales of South Afri-
can wines to the UK rose 88% from
January to September last year
and are expected to show an 818%
volume increase over the past
four years,

Indications are that SA wine ex-
*-ports to the UK for the whole of 1994
were almost 1,75 million cases.

This compared with 190 715 cases in.

1980, 307 614 in 1991, 604 355 in 1092
and one million in-1993. -

“South Africa’s phenomenal success
over the past four years has seen her
UK wine imports surpass those of
other ‘New World’ producers such as
the US, Hungary, Chile and New Zea-
land,” said Wines of SA director Mr
Rupert Ponsonby.

Meanwhile, the SA Wine and Spirit
Exporters’ Association has an-

-present commitment to the UK market

W

294

G itb Aa[

nounce tention to inerease its

this year by appointing an in-house
campaign director.

This person will be responsible for
the development of the highly success-
ful Wines of South Africa campaign in
Britain. .

Association chairman Dr Jannie Re-
tief said: “The British market has
been a traditional and successful mar-
ket for SA wines for centuries and we
will be looking to build on our pres-
ence in the UK market significantly
during the next five years.”

Six weeks ago British wine writers
awarded Robertson winemaker Mr
Danie de Wet the international wine-
makers award of the prestigious wine
annual the Grapevine.

He was given the award for produe-
ing “world class wines of distinction
during the year”, .

e 1 lg




CAPE wine Mlﬂgla EN? 5,
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this year than last, and winemakers report that in

most areas the quality of the grapes is excellent, A ..

statement issued by the KWV BAYS an expected

891 million litres of wine will be produced i 1995 . &9

— about 7 percent more than lest year's total of
913 million litres. The record crop In recent years
was the 1992 harvest, 999 million litres of wine.
Farmers in the drier areas of Worcester, Robert-
son and the Little Karoo expect only a very small
.increase in the size of the harvest, in spite of hav-
~ ing given the vineyards supplementary irrigation
rduring the growing period, — Own Correspondent,
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A PROPOSAL by the
KWV for a new mini-
mum wine price - has
been published for com-
ment in the same issue
of a Government Ga-
zette  proclaiming its
passage into law.”
" The gazette of January 27
annpunces in government
notice R109 a praposal by
the .. govemment—appointed
co-operative for a minimum
price - for good wine of
138¢71, up from last year’s
128¢/1 - .

The gazette calls for ob-
jections to be raised within
14 days but also includes
notice K111, in which Agri-
culture Minister Kraai van
Niekerk announces his
approval of 139¢/1 as a new
minimum price.

uhe gazette suggesis’

| that KWV has never had
| any difficulty getting price
increases rubber-stamped
by the Minister,” says
Michael Fridjhon, tan inghe-

e

to'see'the.
val,” says Tim Hutchins
managing director’ of Doug-

Be! lingham... . -

ot

161380 year’s minimum of

"~ By JEREMY WOODS

‘the -
g A

IH ““farmets can;sell their W
olésalers drgued”  through' direct  marketing

vbelow the. minimum price. 0

7.5 9All we ask for is equal' i

en « competition,’ says ohe
.. major - wholesaler.' “Qur

Negotiations had not been

. concluded when the gazette

of January 27 was pub-
lished.

. The minimurn wine price,
a contentious issue in the
industry, governs the price
at which wine can be sold in
this country, though a mini-,
mum price no longer ap-
plies to exports.

TIM HUTCHINSON

KWV, the largest wine
.farm"co-operative, main-
" ‘{ain$ it rieeds to set a mini- -
- mum domestic price to pro-
hinson, - tect its’5 000 members frem’.

. the big wholesalers,  * .

.. Wholesalers say the KwWv,
i5"lianging on to" minimu

 wine prices-as a last vestige

-of its-power. .-
nsiderable smarket share
hile’they tiave'td.
ces, KWV,

ds are tied by KWV's

- ,minimum prices while
.to.. KWV members arg.eroding’

; . our voliumes and ‘marging.” -t
¢ On Friday, KWV issued a of his o{gige”.

‘stamp operation,” says Mr

-of ‘Agriculture.

They: sdy. they have lost 1

- that. the ‘Minister was “out

statement saying: “This
matter deals with three no-
tices published in the Gov-
ernment Gazette of January
27, 1995.

“0f those, two were pub-
lished in accordance with
the standard procedure.

“However, the third was
in fact a concept notice
which was sent to the Minis-
ter of Agriculture to be pub-
lished later, after his appro-
val.”

The statement says a
copy of the draft notice was
“mistakenly also forwarded
to the Government Printer
and published without the
Minister’s signature of auth-
orisation”. A correction will
be published, it adds.

Tn the announcement pub-
lished in the gazette, Mr van

Niekerk said that the new [

minimum price, “as deter-
mined by the (KWV)” had
been approved by him.

“It looks like a rubber-

Hutchinson. “The KWV has
thrown more petrol on the
fire: - RIS oy
“The whole matter high-
lights the KWV’s infliience
as a strong National Party
tobhy in, the Western Cape
with a Nationalist Minister

B i

4“IE the -Minister ignores

nfhiéticeithe:

has withythe ‘currént deci-

ntb the'wine a
dustry, :which
come.” "™

~ Anofficjal at Mr van Nie-
kerk’s office said on Friday
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Winds of change

The Cape wine industry — once the most
monolithic of all the alliances between
government and Afrikaner capitalism — is
undergoing a profound change.

In 1979 P W Botha approved an industry
realignment that gave Rembrandt control of
over 75% of the wine and spirits sector.
Various State commissions of inguiry con-
demned the deal, observing that it was
inimical to consumer interest.

In those days the Ruperts were happy to
nail their colours to the NP mast. P'W
chauffeured the juggernaut, the Cabinet
overrode recommendations from the Com-
petition Board and Anton Rupert, the man
who had lost the beer war against SA
Breweries, was given a free hand to rn the
wine industry.

Five years after P W left office, industry
watchers have certainly noted the appear-
ance of fault lines in a structure that once
seemed impervious to change. Is this a

TIME OUT '

temporary phenomenon? Can life in the
Rembrandt Group’s wine companies ever
be the same again?

The Ruperts’ wine business comprises
Distillers/fOude Meester (which includes
The Bergkelder), Stellenbosch Farmers’
Winery and a 49% stake in Gilbeys. Op-
erating officers in afl the companies, except
Gilbeys, come from Rembrandt nurseries.
The Gilbeys situation is an anomaly: Rem-
brandt appears to have no direct control of
its activities. Losses amounting to tens of
millions of rand through inadeguate fi-
nancial controls have forced the Ruperts to
write down the value of their stake in the
company.

Write-offs have become something of a
habit lately in the liquor side of Rem-
brandt’s business. Little more than a year
ago, it closed Henry Tayler & Ries, its joint
venture with Guinness’s United Distillers
Group. This year it knocked about R25m
off the value of its retail chain, Western
Province Cellars/Liquor Town.

The 1979 agreement included an un-
dertaking by Rembrandt that it would sell
off stores within a few years. It wasn’t long
before it reneged on this deal, pressing
government to permit it to keep stores while
compelling other producers to dispose of
their chains, No doubt it now regrets that
its relations with the Nationalists were so
good that it was not compelled to get rid
of stores while they still had value.

Its investment in SFW is finally be-
ginning to look quite good. CE Frans
Stroebel has made SFW a leaner and more
competitive business though in doing so he
is steering the company in the direction of
a conflict with the KWV, Rembrandt’s
partners in the lquor business.

In an endeavour to improve margins on
bulk wines and spirits he has been fighting
the KWV’s statutory right to fix floor prices
for the industry. There is no amicable way
to resolve the conflict implicit in the
KWV’s role as trade union for wine farmers
and SFW’s as a processor of wines and
spirits: Anton Rupert must have been
dreaming when he put them into the same
bed and still expected an efficiently run
operation.

This same contradiction is becoming
increasingly evident at Distillers now that
growing exports have given wine farmers
other buyers for their bulk and bottled
wines. The group’s grape growers are not
queuing up to do business with the boys
who bullied them mercilessly over the
years. The result is that The Bergkelder is
being forced to pay more — and to pay
sooner — for its grapes.

When Dewetshof’s Danie de Wet with-
drew from the scheme, his erstwhile “part-
ner” seemingly tried to wreck his brand,
dumping stocks at rock-bottom prices. By
developing export markets, De Wet has
flourished. His example has encouraged
other “partners” to escape while they still
can. In the past five vears they have
watched several of their number swallowed

up. Understandably, they do not wish to
succumb to the same fate.

If the export boom continues, there may
not be enough of them left to feed the
Rembrandt Group’s appetite for low-price,
high-quality grapes. Since most profits
come from spirits brands, the fate of the
wine division is largely irrelevant to in-
come. But great prestige resides in being
part of the top end of the wine busi-
ness.

It is here that the influence of the Ruperts
appears to be on the decline. Mickael Fridihon
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SFW lifts di
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TURNOVER by the Stellenbosch
Farmers’ Winery group for the
six months ending December 3
1994 increased by 17,3 percent,
SFW announced.

:The interim dividend for the
périod was declared at four cents
— 14,3 percent up from last year.

.Attributable income increased
by 6,8 percent to R28,5 million.

Chairman Frans Davin said the
turnover was stimulated by price
increases being kept substantially
below the inflation rate last year.

“This resulted in lower profit
margins. Market shares have
however not only been main-
tained but, in certain instances,
have increased,” Mr Davin said.

He said that due to tight man-
agement of working capital, the
balance sheet at the end of De-
cember reflected a sound
position,

“Sales are expected to continue
improving during the second half
of: the financial year which, it
realised, will result in an in-
crease in earnings for the full fi-

ncial year,” Mr Davin sal
M Electronics group Grintek
lifted earnings in the six months
to December 1994 by 32 percent
to R17,1 million but expects the
rate of growth in the second half
of the year will be lower.

According to figures issued
here, turnover lifted 18 percent to
R877,5 million and operating
profit grew by 10 percent to
R39,9 million.

A’ 60 percent surge in income
from investments to R6,8 million,
mainly because of a larger con-
tribution from QData, was partly
offset by a higher interest charge
but, the bottom line was boosted
by income from associates which
surged to R2,4 million from
R331 000 previously.

After an extraordinary charge
of R8,1 million, slightly below
1993's R9,5 million charge, arising
mainly from goodwill written off,
earnings a share were 8,4c (6,6¢).

A dividend of 1,7¢ (1,4c) a share
was declared.

Grintek director Tony Mitchell
said the goodwill write-off arose
mainly from Siltek’s acquisition

“second half of

all round as
gggnd ~

of shares from executives of a
number of subsidiary companies,
whereas in 1993 it arose on acqui-
sitions. Such transactions would
be ongoing for Siliek.

Grinaker Electronics, which
specialises in electronics commu-
nications, lifted turnover by 13
percent to R148 million but pre-
tax profit dropped by 40 percent
to R2,5 million as new orders
were delayed.

A higher effective tax rate as
it loses GEIS benefits makes it
unlikely that Grinaker Electron-
ics will better 1993-94's profits in
the current year.

Mr Mitchell said the overall ef-
fect of Grinaker Electronics’ sub-
stantially higher tax rate on
Grintek’s tax liability will be only
three or four percentage points.

Siltek, an information technol-
ogy company, recently reported
earnings a share 25 percent high-
er at 53c. . .

Grintek chairman Jack Saulez
said the group’s trading in the
the financial year
is likely to be better than the
first half.
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he taste test
stock South African bottles on the
shelves. Sales are booming and prices
sit 2 notch under the competition from

ine passes !

B BOOMING SALES /ocal

product of the v

punished the old apartheid regime

It usually passed the taste test. And now gone, merchants in 70 countries

unsire how friends

would reict to its taste or political ~with world economic sanctions that

§ nervously when offering
g 2 smuggled bottle of
@ their native wine,

B\ FLW years ago South Afri-

o4 can exiles would smile

NEWS FEATURE Retailers in 70 countries have South Af

incorrectness. -

7 California, Australia and Chile.

7 SA wines a consistent finish

' David Winter, European marketing director
for Wente Bros of Livermore, California,
says South African wines are an exasperat-
ing opponent in the price-conscious British -
market, :

«We have a hard time competing in pfice

because our labour costs are obviously
higher,” Winter said. “The only way we.can’
compete is to say, ‘Look, our wines taste
different.”

since French Protestants who fled religions
persecution in the 17th century found the.
-sandy soil and moderate climate ideal:
South African wines have a clean, con-
sistent finish. The favourites are floral
sauvignon blancs and chardonnays — light
whites with universal appeal. South Africa
also preduces good shiraz and pinotage, a
native red. ‘

Mandela's release helped market

Annual exports have grown to about 14
million gallons, 6 percent of the yearly pro-
duction of 234 million gallons. .
Before Nelson Mandela was released
from prison in 1990 and became South Af-
rica’s first black president four years later,
wine makers faced tough times.
From 1990 to 1994, shipments to Britain
nearly quadrupled from 1,3 million gallons
to just under 5 million. Sales to the United
States shot up from 2 900 gallons in 1590 to
676 000 gallons in 1993, Other major mar-
kets include Canada, Germany, Belgium
and the Netherlands.
_|  Sanctions hobbled them from selling
abroad and denied them imporied machin-

ery, cork and oak. _

~The industry-controlling KWV coopera-
tive paid only survival prices for grapesto be
sold as wine in the low-price domestic mar-
ket

Demand for wines is high

Some vintners evaded the sanctions, bypass-
| ing lucrative labelled exports and selling in
non-traceable bulk bottled elsewhere with
no mention of South Africa. The former
Yugoslaviatook the lion’s share — up to 2.3
million gallons a year.

- “Thank God Mandela got cut of prison,
because I don’t think the wine indusiry
would have lasted for another five years,”
says farmer Schalk Visser, who uprooted 2
quarter of his vines to plant less costly crops.

Times have turned so good the South
Africans are having trouble meeting de-

' mand.
#] . “It's really a matter of making sure

Wine has been made near Cape Town -

'As South African wine becomes

more popular abroad, local tipplers
complain of rising prices and belng
unable to find cholce bottles,

there’s enough to go around,” said Steven
Spurrier, a wine expert in London.

« Australia and New Zealand are already
having supply problems.”

Local tipplers complain of prices

The main market is Britain, a wine-loving
country that makes virtually none and is a
proving ground for the world’s wine ex-
pOTIers.

South African wine undersells the me-
dium-range competition by a pound ortwo
{dlrs 1,50-dlrs) a bottle in comparable cat-
egories in Britain. Prices run from the
equivalent of dlrs 4,50 for a 1994
chardonnay to dirs 10,50 for a 1991 estate
cabemnet.

Competitors say the prices resuit from
poorly paid labour. South Africa has few
wage structures other than conscience, al-
though Mandela's government is consid-
ering a minimum wage for farm workers.

Pay varies from the nearly middle-class
package provided by winery owner Larry
Jacobs — a three-bedroom house with
electricity and hot water and R1500 a
month ~— to shacks, communal taps and
R450 some others pay.
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By JoE KHAMISI

Nairobi — South African wines have grabbed 75 percent
of the market in Kepya since their iptraduction here two
years ago. kucse,l?. %4 UB 14

Bill Parkitison, éhairman of wine marketing company
Winemasters, said this week there were plans to expand
sales to Uganda and Tanzania.

Winemasters impotts two container-loads (about
1000 cases) from Stellenbosch Farmers’ Winery each
month, representing 27 different brands. Patkinson said
more South African wines were sold in Kenyan supet-
markets and hotels than European wines.

Bruce Neill of Exim International and a Winemasters
director, said South African wines cost less than European
wines because of the weak status of the rand. But he com-
plained about high Kenyan import duties.
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Statf Reporter

-CONSUMERS of good South
African wine need not fear
a shortage or sharp price
‘increases as a result of
much bigger exports.

. There have been misgivings
among wine levers because
L some estates have sold out
i1.some of their top wines before
| the new season’s become avail-
#| able towards August.

Spokesmen for wine compa-
nies and the KWV say this is
‘largely a seasonal phenomenon
at wine estates producing rela-
tively small quantities.

. They point out that, although
booming, the export market re-
¢| Mmains small compared to the
#|:Jocal market,

The attitude of South African
wine producers is that they
will look after their local mar-
ket and foreign consumers who
supported them in times when
. they were up against sanctions.
.+ Stellenbosch “Farmers’ Win-
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ery spokesman Bennie Howard
said that as far as his company
was concerned, there was a
good balance between local
and international markets.

“We do not foresee any stock
problems as far as our local
consumers are concerned or
any undue price increases ex-
cept those caused by a rise in
the price of other materials
such as packaging,” he said.

Recently the price of wine
increased between four and
five percent. Last year there
was no .increase.

“We will look after our local
consumers,” added Mr Howard.

He pointed out that many
misconceptions existed about
the increase in exports. Local
sales were still far more profit-
able, he said. I transport and
promotion costs were taken
into account, it was fairly ex-
pensive to export.

South African wineg overseas
were up against fierce compe-
tition, especially from Austra-
Iita and Chile, he added.

A KWV spokesman pointed
out that only about six percent
of the total wine crop, more
than five million cases, was ex-
ported last year,

Part of the produce of wine
farms was exported in the
form of grape juice concen-
trate at good prices. This could
be 10 to 20 percent of a poten-
tial wine ecrop.

A surpius of lower-quality
wines had in the past been
turned into aleohol for export
and South Africa bad never had
a “wine lake” in the way the
European Union had.

Sydney Back, veteran wine
producer and former chairman
of the Estate Wine Producers’
Association, said there was no
serious shortage of good wine.
It was just that estates which
produced smaller quantities
did run out of certain varieties
from time to time,

Crops in the past two years
and again this year had also in
many cases heen smaller.

TOAST: Anneke Ehlers of Boland Wine Cellars, _I:m:m:m de Villiers of Landskroon Estate, Leon Mostert of Zandwijk and
Wendy Coetzer of Fairview raise their glasses to toast this year’s Argus/Paarl Nouveau Wine Festival.

Hot-air balloon will be one of the highlights

Staff Reporter

THE impressive spectacle of a colourful
giant hot-air balloon promises to be one
of the main attractions of this year’s The
Argus/Paarl Nouveau Wine Festival on
Saturday.

Featuring an unusual design of a globe
exploding from a parcel, the balloon is
part of an international freight company’s
publicity programme,

The visit to South Africa is the bal-
loon’s first international appearance, at
the start of a worldwide tour designed to
use its imposing dimensions and graphic

WINE FESTIVAL

colouring to promote owner DHL's mar-
keting message,

Just after dawn on the opening day of
the festival this aeronautic creation will

lift off from one of the historic wine

Picture: PIETER MALAN, The Argus.

farms of the region, carrying a new vin-
tage due to be released during the festi-

val.
With Gunther Brozel as the flamboyant

master of ceremonies and a mystery ce-
lebrity special guest, be there in time for
the opening ceremony.

Tickets are still available from The Ar-
gus at R25 or from Computicket at
R28,30, and the price includes a bus ride
up the mountain from the parking site at
Oude Renbaan to the festival site (no
more parking problems at the top of the
mountain!), plus entrance to the festival.
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".SOUTH- African - SEmEmwmmm are- cm_sm cheated
-y French’coopers,. according 8 wﬁrm Emmﬁmﬂ
-of Wine: Serena Suteliffe.,
mvwmwam at-the’end of a smmw.mozm SE. of ‘the
“Capé by-40 Britis Masters of Wine, she said. the
- visitors had - beeti imrhensely :Ez.mmmmn by 'the
- advances thadé’in the South African wine: “indus-
“{ry:in recent. wmmnm but:if mvummwmg that bur ‘win-
mBmwmnm were being;don s% French coo-

- :Sm Ecm.m_“mn_w moEa s.Emm that - wmmamu to-

HMy- Emmmmmm ‘to moﬁ: African winemakers is:
‘Get wise! Learn-more .about oak maturing.and
don’t let the: coopers palm off their nmumnﬂm on
you. Youre being done’.” \ . .

Another wine master, Neil m:EBm&m: said he
"had been particularly _Buwmmmmn by .the, standard
of South African.Cap Classique sparkling wines.

“Qur Cap-Classique tasting was one of the high- -

lights of the tour,” he said. “I believe there's tre-
- mendous - ovuoiﬁ ¥ on the world market for
_you there.”

o added that the packaging of the: sparkling

, wines needed ‘some - attention -if-they- were” to

ooBﬁm zon.the world market. .
He _&onmﬁ Cape Chenin. Blancs and ‘Pinotages
EEE be promoted-strongly overseas.

“There’s great potential for, these wines be-

. cause they're-pretty well uniqiie to South Africa.”

“The Masters of Wine are'all involved in the

. wine trade and more than 70-percent of all-wine
- imported into Britain. is handled by Bmbomm of

the Institute of Masters of Wine.
Most of the visiting wine experts :E..m Te-

@ WiNE ™ mtm.ol 29 TU turned to Britain.
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more effort into developing products for the
massive mid-price range market which
accounts for most of the phenomenal suc-
cess of the Avstralian wine industry in the
UK.

That is the advice from a 40-member
delegation from the Institute of Masters of
Wine (IMW) which has just completed an
extensive tour of SA to assess the local
wine industry. !

It was the IMW'’s first visit to SA for 18
years. IMW membership is restricted to
people involved in the wine tradé. In the
UK, members account for 75% of all wine
purchases which total 70m-80m cases a
year,

During its 10-day SA tour, the group
tasted 270 wines and met more than 100
local winemakers and other representatives
in the wine industry.

Their conclusion was that SA wines offer
good value in the lower and.upper price
ranges, but mid-price range wines are
inconsistent. They point out that wines in
this category are vital in the UK which is
currently SA’s single most important for-
eign market.

One suggestion is that local producers
concentrate on developing. niche markets
for Chenin Blanc and Pinotage, two culti-
vars virtually unique to SA.

SA Wine & Spirit Exporters Association
chairman Jannie Retief says the IMW’s
visit was important to the local industry. He
confirms that part of SA’s problem is the
lack of “upfront, easy-to-drink” wines.

Nevertheless, SA wine exports are still
booming off the low base of the sanctions
years and continue to beat projections. Last

-
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s ambition to sell 1im cases of wine

ible.

curate forecasts have become almost im-
SA"

year, exporis totalled 6m cases —more than
double the initial estimate of 2,8m. Retief
says this year’s figure could reach 9m, but -
markets are growing so quickly that ac-

poss
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More foreign buyers celebrate auction’s 21st

Top prices paid as
wines snapped u

Cape Town — The 21st Neder-
burg wine auction came of age in
fine style on Saturday with the
largest participation by foreign
buyers in its history.

" The scene of the anction at
the historic Nederburg estate
riear, Paarl was set by the first
lof — a case of 1969 Lanzerac
pinotage — which sold for
R4 200 or R350 a bottle.

“ Towards the ehd of the aue-
tion, R2 200 a case was paid for
five six-bottle cases of 1948 KWV
Limited Release port. The re-
‘derve price per case had been
set at R910.

Another highlight was the
R1650 paid by Jefireys Bay
hotel owner Mario' vah Eden for
-5i% bottles of 1948 Monis port.

NEDERBURG'S high-
society event raises
more than R40 000
for charity

The Hospice Association was
the beneficiary of the charity
auction of rare wines which tra-
ditionally takes place after the
main event. A total of R10 500
was raised from a bottle of 1815
Waterloo Madeira dorated by
British auctioneer Patrick
Grubb, who has officiated at Ne-
derburg for the past 21 years.

Abotile of 1962 Lanzerac Pin-
otage; the first ever bottling of
this typically South African culti-

%%ﬂo\:ma R1,200.
LI AGT

INE ‘

A total of R40 300 was raised
in aid of charity, : ‘

The auclion was opened by
Chilean Professor Alejandro
Hernandegz, the president of an
international organisation repre-
senting vineyard and wine pro-
ducers. Hernandez said Chile
and South Africa, as new-world
wine producers, could work on
their own strengths and weak-
nesses to make inroads into
world markets.

Apart from the serious wine
buyers, the auction has become
one of the premier social occa-
sions of the year in the Cape,
and the peripheral fashion show
and lavish lunch did not dis-
appoint the hundreds of guesis.
~— Own Correspondent; Sapa. -

E

A corker . . . auctioneer Patrick Grubb (centre) invites bids for this 1975 mem_&:_.m
Cabernet Sauvignon at the 21st Nederburg Wine Auction on Saturday. This.bottle

fetched R6 200.

PICTURE: ANDREW. BERGMAN




iitmage of Wine'shotild niot becorie tog

Afictionin Paai] at the
[Pieekeid,. Chilean - T
" 7Alejandro Hernaridez sai 1 Cofisumers
‘already'Had to.deal with high-priced
wine and its myths and traditions,
“Tthink if the image of wine'is too
elitist it ¢an cause problems for peo-

- Hal users. Addressing*¥ic 315
- Nede Aon

'rofessor -

- Hemnandez, who is the newly elected

elitist as this could frightefi off poten. - President of the International Organi-
c 1 X : sf sation of the Vineyard,

Restrained by myths

- He said higher consumption, wouid

come from the-dmproving economies
of the New World, where consumers
were not restrained by the myths and
traditions of the past.

care
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On the auction front, there was
Strong competition between local and
foreign buyers on a day that saw Jocal
wines fetch a total of R2 880 196, For-
eign buyers accounted for 39,4 percent
of the day’s sales — 3 figure which
represented a decrease on last year's

" figure of 46,61 percent. The Taiwan-

ese — followed by the Dianes — were

 the largest foreign buyers, accounting

for the 11,68 percent of sales.
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“Imported win

SHORTAGES could push prices of
premium wines up by 30% this year,
but increased competition resulting
from the scrapping of the surcharge
on imports would keep them in check,
sources said yesterday.
Stelienbosch Farmers' Winery MD
Frans Stroebel said bulk wine prices
would probably not rise more than
12% as competition from Australian
and French imports would increase
in October when the surcharge on
imported goods was dropped.
Futureline agricultural marketing
MD Ika van Niekerk said no one in

the industry knew if the price was .

right because current pricing, which
operated on a minimum price sys-

TRREP LTI B A T

es* C'»n
[

tem, was not transparent.

Meanwhile, severe shortages of
premium wines were being exper-
ienced in the ocal market.

KWV said the 1994 exports of SA
wines had reached a peak of 5,8-mil-
lion eases, more than double the 2,58-
million cases exported in 1993.

Cape-based cellar Bergkelder said
many of its estates — including Uit-
kyk, La Motte and L'Ormarins —
would have no more sauvigion blanc
until the end of May.

Marketing director Nico van der
Merwe said shortages were not
caused solely by increased exports.

mm“' P “It is direc s by

M’;"v«ym—-mqh-wﬂ‘qu. —'wgrh!-l yﬂ& AT i

S I ;Cl

"by higher
local demand. Local consumers have
switched to drinking more premium
wines, since economic - conditions
have eased and the political situation
in the country has stabilised.”.

A shortage of pinotage coud be
added to the list.

Sources said a new trend had
emerged among many of SA's wine-
makers, who were using typically
Australian estate names.

This was being done to make futher
inroads into the UK market. .

According to a survey by British
group Sainsburys, SA was heading for
a 10% share of the UK wine market,
8% up from its current share.




APE TOWN — Total SA
in€ grape juice and bran-
y exports more than dou-
led Tast' year-to R300m,
"WV Investments said.
fIn its annual report,
KWV said its own exports,
mainly to the US, Germany,

Scandinavia: and Capadg,
afew by 55D |1LH 4

“In fact, exports to C
ada. equalled those of the
pre-sanctions period eight
ypars ago within this first
year of KWV’g re-eniry into
tgat market,” KWV said,

Because of high packag-

ipg: costs in SA, there was -

ihcreasing pressure to ex-

portinatural wine -in bulk.

foribottling in Europe. SA

bulkyexports already

amidinted to more than
4595 of total exports and

WV - benefits. from

;e

werseas marketing

hion about a possible.wine
and spirits agreement.

On the domestic;market,
KWV said the saleiof natu-
ral wine increaseflyby 8%
last year and the "piily neg-
ative feature of the domes-
tic market s thesexhorbi-
tant increase in excise” —

6% on hatural wine and
10,6% on brandy — which
came into effect midway
through last year.» «
The co-operatives said
that it ended the_year to
December 31 1994 with a
record net income from
o'wn transactions of R79,9m
compared with R2%,5m the
year before. The group end-

-¢d the year with a net in-

come of R102,9m compared
-with R28,8m 1

“This"gatis 'fﬂ:tory finan-
cial result i¥'dffe to various

egiioyt procedures had been factors, ope of the most im-
:ﬁﬁ? ened to ensuiré ‘strict'" portant beig the suceess-

s
i

tal

g, i contml" .' , T .
,%g‘ industry had held

fiil marketiiig of brand pro-

* ducts abroad,” KWV said.
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Demand still strengthening

as wine expo

By FRANCOISE BotHA

STAFF WRITER

Exports of wine more than doubled last year —
and the trend is expected to continue.
" Figures released by KWV show that South
African wine industty exports increased by
- 112 percent between 1993 and 1994,

The figures cover what is dassified as “good
wine”, which means wine in bottle or bulk con-
tainer and excludes wine intended for distilling
purposes.

“The increase from 2,8 million cases to
5,93 million cases is significant and it seems that
the demand for our top producis is very strong,”
a KWV spokesman said.

Strong growth in exports is expected to
continue. The wine industry has set high targets
for the next few years and producers said they
were on track to achieve these.

Jannie Retief, chairman of the South African
Wine and Spirit Exporters’ Association said, “the
wine industry makes up 25 percent of the eco-
nomic activity in the Western Cape and the only
thing that is going to slow the growth in exports
is a shortage of certain vari-

rts double

with product mix and
price brackets is only now
starting to pay off.

The largest markets
are European, specifically
Germany and the United
Kingdom, North America
and the Scandinavian
countries, with Canada
also showing rapid
growth,

Following the recent
visit by the infernational
Masters of Wine (MW),
exports to the United

Kingdom, our largest [ i

F.w.zmmwu. femme) cr(e2)z2ilulas

market, are expected to
increase significantly. The
MWs are responsible for
75 percent of the purchas-
es of the 70 to 80 million cases of wine consumed
in Britain annually.
At present, South African wines hold only
3 percent market share in the United Kingdom.
Greater exposure and more aggressive market-
ing should push this share to

etals like merlot and

6 percent — an increase of

chardonnay. WINE EXPORTS | 225million cases.

“The association had
hoped to increase exports to
11 million cases a year by YEAR
the year 2000, but it looks
like we will have to revise
this target upwards,” he
said.

. Markets have opened up

gradually since  1990.
Although South Africa is
servicing more than 50

It is estimated that every
million cases exported cre-

- EXPORTVOLUME | ves an additional 1000 jobs
,mﬁﬁs::..miﬂi. :

in the wine industry.

Richard Coleshaw, interna-
tional marketing director of
Stellenbosch Farmers Winery
said: “South African wines
have been very well received
overseas and the growth in
sales is an indication of that

countries, experimentation

acceptance. However, the

GROWTH INDUSTRY Winemakers are boosting export estimates

honeymoon period is over and we need to start
competing on an equal footing with other new
world producers like Australia and New
Zealand.”

Although British consumers are very price
conscious, concern has been raised that the spot-
light on South African wines is on the lower end
of the market. Producers say that they would be
happier if our wines could compete in the mid-
dle price brackets. Barring a few isolated exam-
ples, this is something South African producers
have yet to achieve. Coleshaw added, “we need
to increase volumes in the middle price bracket
because it is essential to the export market”. .

Because most markets have already been
opened to local wines, some producers are antic-
ipating a slow down in the growth of exports,

Some estate producers who cannot keep up
with the export orders, said the problem may be
compounded by a “quality wine shortage”.
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PREMIUM wines are soon to be traded on
the SA Futures Exchange, but connofs-
seurs hoping to secure promising vintages
at bargain prices may be disappointed —
prices are expected to rise sharply as the
new system gets under way. .
Shortages could also help push prices up
by 30% before the end of the year, industry
sources sald at the weekend. .
Futureline agricultural marketing MD
Tka van Niekerk said once trade started on
Safex in July more local and international

s

I3

I LOUISE COOK |

He said Safex was creating an additional
trading facility without disrupting existing
ways of selling wine, such as aunctions.
Demand and supply would be the only
factors determining which wines were
traded, Van Niekerk said.

Meanwhile, a severe shortage of premi- ©

um wines has developed in SA. KWV said
last year's exports of SA wines reached a
peak of 5,8-million cases, more than double

Champagne prices

of its estates, including Uitkyk, La Motte
and L'Ormarins, had no stocks of sauvig-
non blane until June. Marketing director
Nico van der Merwe said shortages were
the result of higher local demand.
Stellenbosch Farmers’ Winery MD
Frans Stroebel satd bulk wine prices would
probably not rise more than 12% as com-
petition from imported Australian and
French wines would intensify after Qcto-
ber 1 when the surcharge on imported
goods went. “At the moment wholesalers
are paying too much for bulk wines while
premium wines are undervalued.”

buyers ‘would be atiracted to the wine the 2,58-million of 1993,
market, pushing up prices. ﬁp gQE udq " Cape-based celtar Bergkelder said many

s e L . oma § o




SA's tob wines |

go :on’ .display :

Own ('.'orrespondont

‘ LONDON ~The" 'wines!iof 19
SA estates will be on show at’
the London.:Wine Trade:Fair.:
next month, an event:which
draws about 9009, visitors from
'all aver, the: world iy B o

- SA will be one of 15 countries

exhlbiting -at;; the - - three:day -

sliow -from May 16: to- 18 .In -
addition- to.' traditional . wjne-
making regions of France, Ger-..

1 many, Italy and Spain, the. New

wlnes from»Australla

aland an California
will'beé displaye INE. -
ong the SA exXhibitors will

be Stellenbosch Farme_rs’,,w -
gin Con! ‘tan”'

ery,Bergkelder, 1

tia, Hamilton Russel,” R}

burg and Boschendal o
A‘ spokesman or Ed' rd

Cavendish & Sons'— the': age)

fo .KWV;in the UK — saig‘sales

- been’ hoosted by the ‘media- at-
tention "hiad"received as'a’
resalt of the visit by the Qneen
and its hosting- of“thy R by
World Cnp 5 5
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19 SA estates on show
at UK 10 trade fair

LONDON The wmesly 19 South
Africanestates will be on show at
the London Wine Trade Fair next
month, an event which draws
about9 000 visitors, agents and
wing writers from all over the
world.

South Africa will be one of 15
countries exhibiting their wares on
the three-day show — the biggest
in the UK— from May 16 to 18,

++Besides traditional wine-mak-

ing regions of France, Germany, -

Italy and Spain, the New World
wines from Australia, New Zealand
and California w111 also be dis-

R
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played:

Among the South African

exhibitors will be Stelienbosch
Farmers’ Winery, Bergkelder, Klein
Constantia, Hamilton Russell,
Rustenburg and Boschendal.
- KWV's netincome of R79,9
million for 1994 was an all-time
record, KWV chairman Mr
Lourens Jonker said at Paarl yester-
day. He said interest in South
African wines was at an all-time
high, with the total exports of bot-
tled and butk natural wines dou-
bling in 1994 compared to 1993 —
Own Correspondent, Sapa
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Strong consu
demand for wines

ca4.FET

TA TR T AP G ST MW

CAPE TOWN — SA’s wine indus-
try was experiencing the stron-
*gest local and international de-
emand in its history, and grape
Julce concentrate and distilling
* wine imports could be required in
- the near future.
-3 This was said by KWV chairman
~ Lourens Jonker at the organisation’s
i annual meeting in Paarl yesterday.
.,Qf ‘about 4700 registered SA wine
* fatmers in SA, some 4300 are regls-

< tered with th spl TO-
» ducer KWV, Il &
+“The majortty of us oday

. have never experienced an era in
* which forces of supply and demand
!are as favourable as they are ...
i prices of top cultivars have already
' increased substantially,” he said.
+ nJonker said due to the strong in-
f crease in the turnover of natural
< wine and brandy over the past year,
? together with the smaller 1995 wine
crop, the total demand for grape

'u juice could not be met. Plans for the

: short-term import of grape juice
" were already at an advanced stage.
¢ oThe smaller 1995 grape crop had

r
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already caused shortages of distilling
wine for the local market. Although
the KWV would be able to replenish
the deficits from wine spirit stocks
this year, imports would have to be
considered in the near future to re-
plenish buffer stocks.

He appealed to producers to ex-
pand production as in five years
200 000 tons more than the average
annual would be required. Estimates
of turnover indicated that the aver-
age production of wine grapes would
have to grow almost 3% a year.

Although the 1995 wine crop ex-
pectations of 9,8-million hectolitres
had not been realised because of wea-
ther conditions, indications were that
the 1995 erop would amount to 9,5-
million hectolitres, about 4% bigger
than last year but 5% down on the 10-
million hectolitre record crop in 1992.

He said the KWV strongly opposed
the 24,1% increase in excise duties on
natural wines, and appeals had been
lodged with authorities to investigate
the matter.
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CHEERS Jan Siegelaar, g veteran estate worker, holds up a healthy bunch of grapes, a product which is
becoming mcreas:ngl Y precious as more people in South Africa and abroad develoy a taste for local wines
. ( é YD IN
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STAFF VVRITER

- Soutly Adrica would ruri short of
wine if the growth in demand in .

the domestic and export market
contitived at its current pace, the
chmrman of KWV, Lourens Joriker,
arniéd t the ‘co-opetative’s annu-

) al general meeting yesterday.

Total wine exports increased by
112 percent last year, pushing voj-
umes from 2,8 million cases to

-5,93 million cases. Domestic wine

L

" sales rose by 10 percent, while

brandy sales grew by 15 percent.

“Viewed agamst the long-term -

‘Smallercrop = ¢ . ~h

'Wine shortage likely as
export demand soa

ci(er)2b)4{s

décreasing per capita consumption
of aleoholic products in South
Africa, it is clear that the wine
industry’s share of the total
showed a sharp increase at the
expense of the traditional prod-
ucts,” Jonker said.

But wine supplies were run-
ning short.

Jonker said a smaller crop this
year had caused shortages of dis-
tillirig wine and grape juice concen-

" trdte for the domestic markets.

“KWYV will be able to replenish

the deficits from wine stocks this
year but, in the near future, imports
of distilling wine will have to be
considered,” he said.

The average production of wine
grapes would have to increase by
almost 3 percent a year to meet
market requirements.
i+ “This means that by the year
2000, about 200 000 tons more than
the current average will have to be
produced,” he said. |

This year’s harvest is expected
to be 4 percent bigger than 1993's,
but — at 9,5 hectolitres — will still
be down on the record crop of
10 million hectolitres in 1992.




Good year for local

After years of sitting with
surpluses, local wine
farmers are now struggling
to keep up with demand,
reports Lynda Loxton

FTERyears in the wilder-
ness, South Africa wines
are belng hurited by for-

eign buyers and short--

ages of quality wines are

already apparent at C'ape winerles, -

As a result, KWV chairman
Lourens Jonker told the co-opera-
tive’s annual meetirys this week that
South Africa, after y¢ars of wine sur-
pluses, will have to take the unusual
stepr of importing distiling wine and
grape juice concenirate.

This is the result of a phenlomenal
growth in exports following the lift-
ing of sanctions, and increased

demand at home, on the back of [

intensive marketing campaigns and [

economic \

In 1954, wine exports doubled to
5.8-million cartons. mainly to
Europe and Canada and, Jonker
sald, foreign interest in South
African wines was now “at an all-
time high as more and more con-
sumers identify with South African
proclucts,”

As a result, the prizes of top culti-
var= have increased wubstantally,
Not surprisingly, this led to record
results for KWV with income last
year at an all-time high of R79.9-mil-
lion, boosting cash on hand to
R97,3-million. Of this, R34,8-million
was paid out to co-operative mem-
bers in January this year and a fir-
ther R56,8-million will now be paid
out as bonuses.

The demand for grape juice has

also soared on the loral and domes-
tic markets. All this, plus good
brandy sales, have wiped out the
surpluses that used to dog the
industry in years gone by and,
Jonker said, now was the time for
wine growers to start considering
increasing production.

In fact, as part of the Reconstrue-
ton and Development Programme,
KWV has an ambitious vision for the

1tke to see another 200 000 tonnies of

grapes being produced by the year
2000, which would help boost

export earnings to R1,3-billion a

- year from the present R300-miilion.

This would create ariother 5 000
Jobs and Increase investment.

The 1994/95 crop was smaller
than expected at 9,5-miilion hec-
tolitres, mainly because of the

Heady days: Wine farmers can't keep up with demand  pHoTo: PavL wenaeRa
" wine industry. Jonker said he would

weather. This was about four per-
cent higher than last year's crop but
five percent smaller than the record
1992 crop. The good news, though,
is that the 1995/96 crop is looking
good. Jonker satd red wines in par-
Heular are looking exceptional, “with
good fruitiness, fullness and deep
colours due to good grape sugars
and relatively low juice extraciion.
“White wines are also fuller with a

vg}tners
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stanidard of quality wines for brandy
and grape julce was also good,” he
said

Jonker sald most of the farmers at
the meeting “have never experienced
an era in which the forces of supply
and demand are as favourable as
they are at present.”

Several farmers said they would
be watching carefully how the KWv
handled the switch from operating
In a climate of surpluses to one of
shortages. They said stability was
essential and hoped that the KWv
would protect the interests of local
producers while importing distilling
wine and grape juice concentrate,
This was obviously a reference to
1heir fear that the market could be
flooded with cheap wines, pushing
prices down again.

Jonker had some advice on the
new order for the farmers as well. In
the past, they often accepted special
packages from buyers who would
buy some wines at prices equal to
those offered by the KWV and others
at lower prices Just to get rid of sur-
plus stocks. Now, he sald, they had
markel forces working in thelr
favour and “should not allow (them-
selves) to be explolted by oppor-
tunistic schemes ... there is no rea-
son whatsoever for export wines to
be sold for less than the domestic
minimum price.”

One farmer, however, complained
that wine farmers often had no
chaice but to accept these packages,
“We are in thelr hands ... they bully
us and we have to take their prices.”

Jonker said this could be aveided
if the growers *learned to stand
together”, They could then get the
prices they wanted no matter what
pressure was pul on them, he safd.

Several farmers complained that
although KWV had announced
handsome payouts, these were
quickly eroded by operating costs
and higher payouts were needed.

In the past KWV has come under
considerable flak for the mintmum
prices it pays for “good” and distill-
ing wine, but, Jonker satd. it was
doing its best to “establish a market-
ariented price system.”
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“surpluses, local wine
farmers are now struggling
to keep up with demand,
reports Lynda Loxton

FTER years in the wilder-
ness, South Aftica wines
are being hunted by for-
eign buyers and short-
: B ages of guality wines are
already apparent at Cape wineries.
As a result, KWV chairman
Lourens Jonker told the co-opera-
tive’s anrmial meeting this week that

- South Africa, after years of wine sur-

pluses, will have to take the unusual
step of importing distilling wine and
grape juice concentrate,

This is the result of a phenomenal

. growth in exports following the lift-

ing of sanctions, and increased
demand at home, on the back of
intensive marketing campaigns and
€conomic recovery.

In 1994, wine exports doubled to
5,8-million cartons, mainly to
Europe and Canada and, Jonker
said, foreign interest in South
African wines was now “at an all-
time high as more and more con-
sumers identify with South African
products.” ’

As a result, the prices of top culti-
vars have increased substantially.
Not surprisingly, this led to record
resuits for KWV with income last

- year at an all-time high of R79,9-mil-

lion, boosting cash on hand to
RO7,3-million. Of this, R34,8-million
-was paid out to co-operative mern-
bers in January this year and a fur-
ther R56,8-million will now be paid
-out as bonuses.

. The demand for grape juice has
also soared on the local and domes-
tie markets. All this, plus good
brandy sales, have wiped out the
surpluses that used to dog the
industry in years gone by and,

Jonker said, now was the time for-

wine growers to start considering
intreasing production.

;:In fact, as part of the Reconstruc-
tion and Development Programme,
KWV has an ambitious vision for the

I]

Heady days: Wine farmers can’t keep up with demand  PHoTo: PALL WENBERS

wine industry. Jonker said he would
like to see another 200 000 tonnes of
grapes being produced by the year
2000, which would help boost
export earnings to R1,3-billion a
year from the present R300-million.
This would create another 5 000
Jjobs and increase investment.

The 1994/95 crop was smaller
than expected at 9,5-million hec-
tolitres, mainly because of the

weather. This was about four per-
cent higher than last year’s crop but
five percent smaller than the record
1992 crop. The good news, though,
is that the 1995/96 crop is looking
good. Jonker said red wines in par-
ticular are looking exceptional, “with
good fruitiness, fullness and deep
colours due to good grape sugars
and relatively low juice extraction.
“White wines are also fuller with a

e e o din BT USTEL, L 0E
standard of quality wines for brandy
and grape juice was also good,” he
said.

Jonker said most of the farmers at
the meeting “have never experienced
an era in which the forces of supply
and demand are as favourable as
they are at present.”

Several farmers said they would
be watching carefully how the KWV
handled the switch from operating
in a climate of surpluses to one of
shortages. They said stability was
essential and hoped that the KWV
would protect the interests of local
producers while importing distilling
wine and grape juice concentrate.
This was obviously a reference to
their fear that the market could be
flooded with cheap wines, pushing
prices down again,

Jonker had some advice on the
new order for the farmers as well. In
the past, they often accepted special
packages from buyers who would
buy some wines at prices equal to
those offered by the KWV and others
at lower prices just to get rid of sur-
plus stacks, Now, he said, they had
market forces working in their
favour and “should not allow fthem-
selves) to be exploited by oppor-
tunistic schemes ... there is no rea-
son whatsoever for export wines to
be sold for less than the domestic
minirmum price.”

One farmer, however, complained
that wine farmers often had no
choice but to aceept these packages,
“We are in their hands ... they bully
us and we have to take their prices.”

Jonker said this could be avoided
if the growers “learned to stand
together”. They could then get the
prices they wanted no matter what
pressure was put on them, he said.

Several farmers complained that
although KWV had announced
handsome payouts, these were
quickly eroded by operating costs
and higher payouts were needed,

In the past KWV has come under
considerable flak for the minimmmm
prices it pays for “good” and distill-
ing wine, but, Jonker said, it was
doing its best to “establish a market-
oriented price system.” =~
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‘m BY, FRANCOISE BOTHA
Cheaper wines are bemg

imported to offset a wine'

shortage caused by rising
expiorts, says Cape Town
retailer Oscar Foulkes of
the Wine Warehouse.

Inéreabing local de-

w'-..

mand for lowpnced easy
drinking wines was also
causing sources to dry
up, he said,

The KWV has suggest-

ed that an increase in

production’ of 3% a year
will be needed to meet
rising demand, but lpca.l

wine farmers who do in-
crease vineyard plant-
ings will need to wait a
number of years before
vines bear fruit.

i"

go—round

200 000 tons will need to
be produced. To meet the
demand lighter style ca-
bernet sauvignons were
being imporied {rom

iv

In the meantime, the Chile to salisfy the short-
shortage will continue. age in the ready-to-drink,”
The KWV estimates below-RlO—a-bottle cate-
that by 20 exira (
INE. =)
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Exnorts

JOHN VILJOEN
Business Staff

THE Cape’s blossoming fruit
and wine exports will realise
R3 billion in sales this year for
European-based marketing
company Capespan,
Fast-growing Eastern Euro-
pean consumption of Cape fruit
had prompted the company tc
start a Moscow office which
would open its doors shortly,
Unifruce chairman David Gant

‘said.

Capespan was*formed in Oc-
tober when OQutspan and Uni-
fruce merged their European
marketing operations. The ra-
tionalisation had already saved
between Ri2- and R15 million
in operating costs, Mr Gant
said.

Factors limiting the success
of fruit and wine exporis re-
main European tariifs, curren-
cy fluctuations in some coun-
tries, and crops which have
disappeinted in size or quality.

Recently returned from a
round of meetings with Cape-
span, Mr Gant in an interview
outlined the export perfor-
mances and prospects of this
year’s {ruit crops.

Nectarines, apricots and
peaches had all performed bet-
ter than last year. Volumes
were higher than last year, but

plums had proved a disappoint-'

ment, he said.

Although the volumes were
20 percent higher than last
year, some quality problems
were experienced with the
plum crop.

The problems began with pe-
riods of high temperature
while the fruit was on the
irees. High winds in Table Bay
delayed the fruii’s departure
for Europe. The end result was
pooer gquality fruit and lower
prices than 1934, he said.

“This has been a disappoint-
ing year for plums which is sad
as they have been something of
a flagship. But it is a seasonal
hiccup which we do not expect
to happen again.” -

The pear crop was up on last
year and export prices are
higher.

Apple sales had just started
in Europe, but it locked like be-
ing a good year for the Cape.
The quality of apples from
Northern Hemisphere produc-
ers was not good this season
and good quality South African
produce was taking advantage
of this.

“All the supermarkets in the

-‘United Kingdom have switched

from French Golden Delicious
apples to South African Golden
Delicious. This is a very good

sign..and, we dom't—expect tos~

petition from coun-
tries like Chile and New
Zealand.”

Exports to East Europe

were taking off with “leaps and

bounds” and Capespan was
about to open an office in Mos-
cow, Mr Gant said.

Sales in Eastern Europe
would boost Capespan’s Euro-
pean turnover to over R3 bil-
lion this year.

The devaluation of Southern

European currencies against -

the Deutschmark had made
South African produce expen-

sive in these markets, he said. ~

It had become all the more
important for the South Afri-
can authorities to secure some
form of duty relief for export-
ers, either in terms of the
Lomé agreement or some othér
bi-lateral arrangement, he
said.

Sales of Cape wines, another
of Capespan’s export activities,
had taken off in Europe and it
was difficult for the company
to keep up with demand, a
view echoed by KWV chairman
Lourens Jonker this week.

The volume of table grapes

sold also increased by more’

than one million cartons this
year and farmers should also
earn more than in 1994 in spite
of quality not being the best,

Mr Gant . T ebr i g
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By Fﬁmcmsﬁ BOTHA

STAFF WRITER

The 5A Wine and Spirit Exporters’
Association (SAWSEA) has opened
an office in London in response &0
the strong: growth in South African
wine exports:

" The aim of the move is t0
strengthien the generic markefing
programme that was established
11090, along the lines of the highly
. successful campaign launched by

Hazel Murphey for the wines of

Australia. "o

. A KWV spokesman said: “The
generic programime is not involved
it the marketing of an individual
“wine, but rather raising the aware-
ness of the presence of South

Aftican wines in the UK market.”

SAWSEA represents the pro-
ducing wholesalers, including

KWV, SFW, Distillers Corporation,

Douglas Green Bellingham and a
umber of independent producers.
The activities are being financed
largely . by the 58 members of
SAWSEA, who represent over 100
producers. A small subsidy is also

i

I C L
providedcg-gﬁe Depaltment of
Trade and Industry and grants
from the KWV. :

A KWV spokesman confirmed
that the organisation makes a

roportionate_contribution o the
GAWSEA, as do all members. Over
and above that, the KWV con-
tributed an additional R1,5 million
in 1995 to'assist with the initiatives
taking placéin the United Kingdom.

‘Andries van Tonder of
GAWSEA said: “We hope that we
will be getting this amount on an

“annual basis.”

Sales of South African wine in
Britain have increased substantially
over the past four years from

190 000 cases in 1990 to abouf 2 mil-

lion in 1994. ‘

The organisation is responsible
for more than 80 percent of wine
exports to the UK worth niore than
R200 million in FOB value!

Van Tonder said: “We anticipate
an increase in exports in the region
of 20 percent internationally.”

A British Master of Wine, Jane
Hurit, has been appointed to han-

dle the campaign.

T
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. exports to the UK topped 1,9 mil-

LINDA ENSOR

=,
SNAINE
LONDON: South tican wine

lion cases last year —a whopping
919 ise over the1993 figure and
909% up on 1990. .

A spokeswoman for the'Lon-
dondpased marketing organisation
Wines.of South Africa said the fig-
ures showed that Sotrth Africa was
now well-positioned as one of the
Jeading soiltces of New World
wines in Britain, South Africa’s
most inportant-expott market. - .

South-African Wine & Spirit
Exportets’ Association chairman
M Jannie Retief expressed delight
atthe achievement, which he said.-
was well ahead of win i%dustty

14

targets.) &1 rov‘g

Wines of South Africa’s Ms
Anna Sandin said there was every
indicationithé positive trends
would continue, particularly
because bf the imminent 1995
Rugby World Cup in SA.

She noted UK distribution of SA
wines had broadened across all
price seqtors, increasingly within
both the higher and mid-market
prices. The pinotage, in particular, \
was a favourite.

#




LIHDA E -,
LONDON — SA mneﬁrts thé UK
. -topped; 1,9-million’ cases last ‘year'- -a
] whopping 91%rise over the 1993 flgnre and
i a 909% increase on ‘1999
. A spokésman for- Inndon-based market-
ing organisation’ Wines of SA-said the'fig-
 ures showed SA was now well positioned as -
" one of the; leadmg sources ‘of “new world"
wmesdn Britain.-
"SA Wine & Spirit Exporters Assoclatlon
) chairman Jannie Retief said-the achieve-
. aent wag well ahead: ‘of industryitargets,
' " Wiles of SA's"Anna’ Sandif. said! the
was''évery_indicati e: pos: Ve
wou'ld continue. h? /
‘ha

UK ‘distribution of ropd-
‘ened. Across all price sectors, thh'pinotage
particularly favoured she said .
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farmers this year would
reach an all-time high as
volumes and prices of most
varieties had soared to re-
cord levels, Capespan In-
ternational MD Lowuis Kriel
said yesterday.

In the European market
-~ the main market for SA

European operations..
Therefore turnover
would grow at least 17%,
though Kriel cautioned
against deseribing the year
as a bumper one for far-
mers, saying that some
would not earn as much as
others, ‘
Kriel said fresh fruit vol-
umes had been very good.
Year on year 15-million
more boxes of grapes had
been sold this year in
alone,

Wine salea had been so0
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!IJ KWV Hias
| old’ medals awarded o South..,
African wine cillars at the 1995
(\J Intematlonal Wineé: Challenge in .
the UnitedKingdom.
It won the awards for its 1992
Cathedral Cellar Triptych and the
1979 KWV Wh1’te Jerepigo. ..

ped two of ;ché four




BRENDAN SEERY

Sauvignon Blaagh! Pinot Nau-
sed, and Chardo-No Way!

Those vintages could be on
the South African 21st century
wine list, if global warming
wreaks havoe in Cape vine-
yards, viticulture researchers
have warned.

A rise in temperature in ihe
Western Cape grape growing
areas would reduce the area
available for prime quality
wines which prefer cooler
weather, says Francois De Vil-
liers of the Nietvoorbij Institute
for Viticulture and Oenology in
E'ellenbosch,

Higher temperatures in the
g wing, ripening and harvest-
it " periods would “undoubted-

Global warming a threat

across the specirum”,

De Villiers and his colleagues
Andre Schmidt and Ryk Tal-
jaard said in a paper presented
1o a Pretoria conference on im-
pending global climatic change
that the South African wine in
dusiry would “lose its eompeti-
tiveness on the world peak
quality wine market”.

The researchers analysed the
probable impacts of global
warming on the wine industry
by running a simulation where
the global atmospherie carbon
dioxide content would double
and where mean temperatures
would increase by 2deg C.

The resuits, according to De
Villiers, were "a bit of a sur-
prise because we did not think
the effect would be so hig”.

Mike Dobrovic of Mulder-

2 ?
bosch estatg%sﬂ:ﬂlen}z;c

said farmers in the Cape had
already noticed climatic chan-
ges from the "“old days” and
added that the global warming
issue would "have to be taken
very seriously indeed”.

He said he believed that if
the temperature rise was as
high as four or five degrees,
then as much as 80% of qual-
ity wine producing area would
be lost. ‘

Farmers would have to adapt
their growing and harvesting
techniques and would probably
have to plant different cultivars,
he said.

Anthony Hamilton-Russell, of
Hamilton-Russell vineyards,
said he was “not losing any
sleep” over the global warm-

ing predictions, although he did

s

M

ot

JNINES

“If the change happens sud-
denly, say over five years, then
there will be certain areas
which will be iil-equipped to
deal with the consequences.
However, if it is more long term,
the industry will adapt its tech-
niques and cultivars to cope.”

He added: *“I do not think
we are facing a disaster”,

“Seeing the improvements in
quality which are being made in
the hotter wine produeing areas
of the world — such as Greece,
parts of Australia and parts of
the south of France — I would
say quality would not suffer
greatly.

“In any event, the clianges
would not be so much ones‘of
quality, but of character,' he
added. -

.y
L -

‘j affect wine quality “right
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" said: “Local'consumers have had
) prettysgood for many yedrs. It

' CLAIRE BISSEKER.
. STAFE. REPDRTEE

1191959 . .
SOUTH AFRICA] could see. b 1
tique wines priced beyond their,

- reachvand lifestyle:wines drop in

qualityas the export boom takes

itstollon the local market.y ... ..

., The “critical” wine shortage has 4
seen KWV urglng farmers to,plant,

" new vines to increase prodiiction

- strongest forSA- bouthue wines;
- whichicould inicredse by up10.25%:

the end of the year

- Sauvigfion-at R10 isa ”ba;gam
-according-to: Simonsvlei Wmery

the yedr 2000, . 4 ,
~-Biit unil the new: vmes mature, BE
rices:will

‘L

;

]

by:200-009 tons; (about 20%) by : l
|

in;about five:years;:
climb to record highs. -, .
- ‘Wine: expert-Mr John 1atter:

it

!

if we dre.goirig to; betpay- .
tlonal’pp es for

-ould push prices up‘.-b :
15% across the board.inithe next
12 months Foreign { clemand W,

ovet sniext year, | he. said
~.Any; goods, oqop ; Cabernet

general;manager Mr Kobus Louw,
who expects.the price to.rea
betweeR15 and R20:a. bottle by




By FRAN(;dlss BOTHA

STAFF WRITER
ghlhng wine LOO!]S expected

to be much lower than last, year
because of growth in demand for
both wine and brandy, says Wihan
Viviers, manager. .of the KWV eco-
nomic services department!

“This is likely to impact on a num-

ber of industries, from fruit juice to.

pharmaceuticals,” he said.

The poal, which is also used to
produce grape juice concentrate, is
determined by the total crop less the
portionthat i$ used fo- produce
brandy ‘and what'is termed “good
wine”, sold either in bottle or bulk.

Concemns have been raised by
friuit juice producers, Ceres; that the

reduction will impact on the price of -

concentrate; which makes up the
bisis ofithelr products.
Morrie - Morrison, managmg

' directpr” of- Ceres -Bruit Juices said: -

“We have already had a 60 percent
increase in the price of concentrate,
but flirther increases will have to be
absorbed because we caiv't pass these
on to the consumet.”

Distilling wine is also used for the

' pronductxon of neutral wine spirit for

the 'liquor’trade and pharmaceutical
indiustry. ‘Pigures released by the
KWYV reflect a decrease in the distill-
ing ‘wine pool of 186percent from
4,3 1nillion hectolitres in 1993 to
3,5 nqillion hectolitres in 1994,

“'The: KWV ‘anticipated that the
wine available for distillation and
grape juice concentrate would be
45 perrcent of the p995 erop, bt this
figureisynow - exﬁected to fall to
betwizen 25 and 30percent, which is
equivaléifito about one million hee-

demand

R

SHORTAGE KWV expects the
wine available for distillation to drop
dramatically this year

tolitres of grape juice,”Viviers said.
A KWV spokesperson confirmed
that-imports of both- distilling -wine
and wine for grape juice oonoentrate
were being conmdpred
“The increase in export demand
for good wine has also added pres-

. sure to the market. There used tobe a

portion of good quality wine that
went into the distilling wine pool, but
now there is such a demand that
more farmers are finding it worth-
while to bottle this wine,” he said;
Vlam Fourie, winemaker at
Lateganskop, said: “In the pas,’dis-
tilling wine made up 23 percent of
our crop, but because of new technol-
ogy we have been able to reduce this
to 8 percent. The increase in demand
for good wine has certainly-played a

role in this and we are now selling

greater quantities to the bulk whole-
sale market.”




BORDEAUX.. “Souith African

wines have" made ‘a. major.

breakthrough 1nto ‘the world

years, official® trade sources
said here, .. *

They are bemg exhlblted

with wines frofit 42 countries at

the celebrated biennale World
Wine Salon Vinexpo which
opened lere jyésterday.

The world's acknowledged
leading wine expert, Philippe

Faure-Brac lists two South Af-~

rican wines in his Top Ten
which he serves in his elegant
restaurant,--the Bistro; in-the
swank Boulevard Hausmann
One is a white Hamilton

Russell 1993, priced at’ R32.a°

botile. and should be* drunk
with roast poultry or veal. The
other is .also a white, Vin' de
Constance from Klein Congtan-
tia 1989 priced at R62 a bottle,
and drunk with foieg gras or
alone,

The oiher wines on h1s llst

come from Argentine, Austra- -

lia and Chile which together
with South Africa “represent
the New.World in this domain

as a spectacular new phenome-, .

nonﬁﬁroégeo‘r%?nqﬁ‘/;oéi‘

that: “Within a few vears these
emerging wine producmg courn-

| market over the past two

tries have become serious com-

petitors for France, Italy and
Spain, L

“This: competltmn really"
started 15 years ago when Cali-

" ports which in the '80s ayer-
aged 40 million crates
‘annually, compared ™ with
15 millions ‘today.

“Canada, which traditionally

imported French and Italian |

wines, has turhed to the New
World wines which -have taken
16 percent of the market.”

South African wines obtained
1.1 percent of the world market
in the two-year period 1991-
1983, compared to New Zea-
land (1,4 percent) and-Australia
(7.9 percent).

Their wines hit European
producers, with France's mar-
ket share slipping from 49 per-
cent to 46,5 percent. -

"Bernard Magrez, France's

leading wine importer; noted:

“These New World wires have

‘several trump cards in.their

tavour. Their wines are very
good and show a great im-

provement. in former years.:

They are cheaper at R6 to R7 a
bottle because labour costs:are

lower. .In France, vineyards.
Ppay a labourer R4 000 monthly,

compared with R350 to R400 in
Brazil, Argentine and South

“Africa and even less in Chile.

#They have the advantage of
using aggressive and- highly
successful sales methods
backed by such powerfil or-
ganisations as South Africa’s
“KWV"” and California’'s
“Gallo”. While in Frarce our

" ‘wine trade is split up into 400

dealers, most of them too

small to be active overseas.”

Savmpetbarios *
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SA wine exports increase

- B®DWINE @ |

By FrANCo19E BoTHA

J Bordeaux —South, African wine exports are expected to
1 . increase significantly on the back of extensive interest from
the internatforial wine frade. But a shortage of certain vari-
eties i likely to'hamper supply.

- John Sheppard, International Marketing Manager of

Stelleribosch Farmer’s Winery said at Vinexpo, the interna-
tidnal showcase of world wines held in Bordeatx, Franice, that
producers would have to hold back some wines because they
do not have enough to meet the increase in demand.
- :“Export expectations are very positive. In light of the more
than. doubling of Sctth African wine exports since the elec-
“tions last year, there!séems fo be greater acceptance of our
products ofy foreigh markets. The export trend could contin-
ue if we had’more wine available,” he said. :

" Andrjes ‘van Tonder, co-brdiniator of South Africa’s pres-
" erice at Viriexpo and spokesman for the South African Wine

and Spirit Expoiters Association, said: “Year on year to April,

we have seen an increase in exports of 20 percent to the UK
‘markets and an average of 17 percent globally, and the main
buying period hasri’t:even started yet.’

“We expect anviincrease in exports later this year as the
new vintage becomes available and winés are bought for the

Christmas season: S
{  “Tdon’'t think we'Wwill be able'to dotible our exports again

because of the wine shortage and the fact that we have
entered most markets already.
« -“But we should be able to increase them by at least 20 per-
' €5, : ael T
s gives'its'an opportimity-to fefoets oui products. We
are trying to move away from bulk wines and further into the
branded products market,” he said,

Julius Laszlo, winemalker "of Montestell Wines for the
export market' and consultant to L'Ormarins said: “While
there hate been firm export orders, the market is consolidat-
ing.” ‘
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- By, IRINA VON HOLDT

OUTH AFRICA beat the French
again last week; when three South
‘African wines won gold medals at

the world’s largest wine show and

a South Ap*nt:a‘n‘ brandy walked off
with the prestigious Domecq tro-
phy for the hest brandy.:::

The La Motte Millenium 91, a
Bordeaux-style wine, beat French
opposition to win gold at the Vin-
expo Show in Bordeaux, France.

Two other South. African wines

' — Simonsig Chardonnay 93:and
Alto Cabernet: Sauvighon 87 —

also won gold medals.
And the International Wine and
Spirit Competition' this week

‘awarded the’ Domecq trophy to

SA’s newest estate brandy, Sydney
Back, named after its estate own-

- er. The trophy gives Sydney Back

the status of the world's best bran-
dy this year.

‘The South African stand at the
bi-annual Vinexpo show was the
largest to date and winemakers
were pleased with the couniry’s
performance., .

'Said Pieter de Waal of Uiter-

wyk: “The French are getting wor-.

ried — if we can produce this qual-
ity at our prices, we area threat to

them.” The Frerich wine: industry’

has taken a hammering from Us

competitors who'have produced

o

A wines come of
age (6 win gold

ready-to-drink, . atiractive, clean

' fresh wines, Thig year, the French

fought back strongly entering 38
exhibits in the-Vinexpo show and
Tured customers and journalists to
nearby chateaux’for lunches and
dinners. .. . cdr
Other-SoithzAfrican wines that

caused excitement at the show

were the Aliésverloren Shiraz and
the Uitkyk Cabernet/Shiraz blend,
said Nico van der’Merwe of Berg-

‘Frenchman Allain Huchen, now
of Morgenhof “¢éstate in Stellen-
bosh, was ebullient, “We're having
fun and we feelat homne — we've

- been interviewéd by French radio

and TV. We have only one problem
— we don’t have:enough stock be-
cause we are keeping it back for
the South African market” he
gaid. The show was housed in three
halls. The largest hall was half a
kilometre long- with five aisles
lined with exhibits on both sides —

providing 10km of uninterrupted .

wine tasting. ‘
The show has its own post

- office, bank and fire brigade, An

interval shuttle circulates every
15 minutes and the huge parking

_area is patrolled by police on

horseback. .
Four tons of glass was collected
on the first day for recycling.

v




Pictures: HANNES THIART, Staff Photographer.
0 SUCCESS: Franschhoek's La Motte estate
walked off with a gold medal at Vinexpo for
its Millennium cultivar 1991 and Alto estate
for its 1987 Cabernet Sauvignon. Here La
Motte winemaker Jacques Borman cele-
brates.

IRVING STEYN
Staff Reporter

THE popularity boom
in South African

‘wines overseas is rag-

ing unabated, bring-
ing unprecedented
foreign earnings to
the Western Cape and
heralding a huge up-
surge in fourism.

-Boosting the populari-
ty of the wines was the
flow of thousands of
tourists through the
Cape’s vinyards during
the Rughby World Cup.

“We expect our sales
overseas t¢ grow as a
result. Qur overseas vis-
itors will go home and
look out for South Afri-
can wines. Every bottle
sold is a tourism adver-
tisement for South
Africa and the Western
Cape in particular,”
KWV marketing execu-
tive Piet Momberg said
in an interview.

He would not be sur-
prised, he said, if sales
increased overseas by 50
percent, which would
put a strain on certain
top varieties.

Last year exports
more than doubled to

B Tourists in Cape Town for the Rugby World
Cup have boosted the wine industry, already
forging ahead on world markets by leaps and

bounds.

5,8 million cases. In 1993,
2,58 million cases were
sold.

Britain took almost
two million cases, mak-
ing it the Cape's most
important market.

Total export turnover
of South African wine
products amounted to
about R300 million in
1994, Total export
equalled about 16 per-
¢cent of the local con-
Sumption of light wines.

KWV’s total exporis
inereased 41 percent
compared with the pre-
vious year. Exports of
packaged KWV wines
showed solid growth,
particularly to Canada,
Scandinavia and the
UBA.

Within the first year
of KWV's re-entry into
Canada, exports to that
market were three
times mroe than origi-
nally budgeted for.

KWV is becoming
more active with con-
sumer-oriented promeo-

tional programmes in
many markets. There
are new ranges of wines
being developed and the
KWV label is getting a
facelift to ensure it
keeps abreast of frends
in the 1990s.

Jannie Retief, KWV’s
chief marketing execu-
tive and chairman of the
South African Wine &
Spirit Exporters’ Associ-
ation, said there ap-
peared o be no slowing
down in the export
growth.

“It is phenomenal.
More and more coun-
tries are listing our
wines and we'll have to
seriously re-evaluate
our initial estimates of

~exporting 11 million

cases by the turn of the
century.

“With almost six mil-
lion cases sold in 1994
and no sign of a let-up,
it is obvious we should
surpass that figure long
before then, so we’ll
have to adjust our esti-

C) GOOD STUFF: Right: Simonsig Chardonnay
1993 has won a gold medal at the prestigious
Challenge International du Vin at Vinexpo in
Bordeaux, the only South African white wine
to win a gold at the tasting. Here Simonsig
founder Frans Malan, right, and his wine-
maker son Johan taste a bit of the good stuff
in celebration.

mates.

“We aim to export the
equivalent of 30 percent
of domestic consump-
tion.

“We have to accept
that as an industry we
are moving into an era
of shortages with re-

spect to certain noble
varietals such as Char-
donnay, Sauvignon
Blanc, Pinotage and Ca-
bernet Sauvignon.

“We will set clear pri-
orities with respect to
products and markets. I
see this as a short-term
situation because large-
scale planting of these
varietals has been ongo-
ing in South Africa's
premier growing regions
over the past few
years,” Dr Retief said.
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LONDON — The rugby World Cup

not only proved a unifying force for
«“¢the fledgling S Jation — it also had

a dramatic efféct on 4dnternational-.y
“"wine sales, £

Gi n Sales of SA wine showed a substan-
-+5tial rise in the first four months of
vwthis year compared with last year.
~'wAnd an éven more houyant growth
+*Was expected for May and June when
-uretailers, supermarkets and wine
.- outlets staged special World Cup-

lirked promotions of SA wines,

v« “It's fantastic,” trade minister at
r+the SA High Commission Peter Pui-
inlen said yesterday when the latest
*: figures were released. The perform-

:ance, he said, was obviously linked to
+* -the publicity SA received in the build-
Li-ap to the World Cup which had sus-
~~"tained the previous growth record.

tﬂﬁy complimentary,”

In April alone, 1,57-miltion (1,14-
million) litres of SA wine were sold in
the UK, bringing the total so far for
the year to 4,3-million litres, a year-
on-year rise of 65% over last year's
2,63-million litres and 1993's 1,98-mil-
lion litres.

This put SA in third place behind
Australia which sold 10-miilion litres
between January and April and Bui-
garia which sold 7,4-million litres, SA
was also ahead of other new world
wines from America, Hungary, Chile
and New Zealand.

Bob Topp, SA brand manager for
KWV's agents in Britain, said busi-
ness was “booming” — so much so
that some retailers had run ont of all
their stock of KWV's wines, the most
popular of which were the Chenin
Blanc and Roodeberg,

Topp, brand manager for Edward
Cavendish & Sons, said KWV was on

+ '+ “People who have tasted our wines

£

ralds golden hs rvest

I NE
target to increase its sales by 50%
this year.

But Wines of SA director Jane
Hunt cautioned that only wines in the
£2,99 to. £3,99 Price range were sell-
ing well, and there was a need to-push
for sales of the higher priced wines,

However there was no doubt that
SA wine sales were growing and
would continue to grow, especially as
Australia had suffered a severe
drought this year which eut volumes
30%. Spanish volumes had also been
reduced last year by drought and this
year by a frost.

As New Zealand’s supplies were
limited, there were tremendous op-

- portunities for SA to increase its

market share,

Wine experts were confident that
SA wine sales in the UK would far
exceed the total 17,8-million litres
sold last year.




Boycog Da/g}jgﬁgl:rench %5‘5’,3%0" for SA

LONDON — SA wine sdles could be unex-
pectedly bhoosted by a boycott of French
products in protest at the French govern-
ment’s decision to resume nuclear testing

in the Pacific,

According to the Independent on Sunday,
anti-nuelear protesters in Britain are
launching a consumer boycott which aims
to cut British consumption of French wine
by a quarter.

Ironicailly, South African wines were
targeted by anti-apartheid protesters in
the 19808 — virtually wiping them from
shop counters.

gh supporters of the boycott will
be urged to change to Australian or New
Zealand wines, SA, as an increasingly pop-
ular producer, may also benefit.

Leaflets are being disiributed outside
supermarkets showing a wine bottle and
mushroom cloud, A spokesman for the 13-
member Nuclear Test Ban Coalition said
they believed the boycott action will hit the
French wine market hard.

Yesterday, anti-nuclear protesters gath-
ered in Tr. Square to mark the 50th
anniversary of the first nuclear test explo-
sion in the New Mexico desert.




Staff Reporter
WINE and fruit farmers have
launched their fourth Wine
Farmers’ and Fruit Growers’
Exhibition at the Good Hope
Centre.

The exhibition, aimed at the
wine and fruit farmer, wine-
maker, fruit provessors and ex-
porters, was opened by the
managing director of KWV,
Willem Barnard.

Speaking at the official open-
ing, Dr Barnard said the wine
and fruit markets were strong-
ly influenced by Scuth Africa’s
geographical position and the
country’s technology.

South Africa’s geographical
position was an advantage be-
cause in certain instances, it
eliminated severe competition
from developed countries in
the Northern Hemisphere. It
was also closer to European
markets than most countries in
the Southern Hemisphere.

To best exploit the geograph-
ical position a technological
push was required. The farmer
needed a techno-partner that
provided him with the latest
technology and the best inter-
national standards and prac-

tooe GRG I S(TLTE.

cal improvements invariably
meant automation, mechanisa-
tion and informed decision-
making. On the surface this
seemed like a threat to job op-
portunities, but in reality quite
the opposite was true.

South Africa desperately
needed these employment op-
portunities. “therefore we must
ensure that tke mn7K8t re-
mains Sl‘.f‘C?Ey-'.-".’:.";L o

The exhibition features new
technology, products and ser-
vices with 135 companies tak-
ing part in this year’s event
and is open between 10 am and
6 pm.

NEW TECHNOLOGY: The new diesel forklift truck shown at this year's Wine Farmrs’
and Fruit Growers’ Exhibition. Rita Du Toit tries out the new machine while Jim McCarthy
gives it the thumbs up. Picture: HANNES THIART, The Argus.
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|“Cape wine

JOHN VILJOEN
Business Staff

INCREASING use of the latest
in technological innovation will
not threaten jobs in the fruit
and wine industry, according to

- KWV MD Willem Barnard.

e ———

o

Opening the Wine Farmers
and Fruit Growers Exhibition
at the Good Hope Centre in
Cape Town yesterday, Dr Bar-
nard said technology should
boost employment levels by
making farmers more produc-
tive and competitive.

“Jobs come about as a result
of good business. Wine and
fruit growers have to be suc-
cessful to allow the growth of
job opportunities.”

Dr Barnard said technologi-
cal advances were essential
support for farmers in their bid

' to grow their markets, before

touring displays of aids ranging

" from electrified fencing to the

latest in computer-enhanced

. agriculture.

Much of the exhibition is de-
voted to various packaging al-
ternatives available to farm-
ers, but other stands at the

t{rade show displayed irrigation

systems and the benefits of
modern agricultural research.

Dr Barnard said the South
African wine and fruit industry
had some way to go to achiev-
ing good production cost levels.

Manufacturers which gave
them technological support
should direct their efforts to-
ward helping bringing these
costs under control.

He also warned that there

was no place in world markets -

for sub-standard produce.
Another vital aspect was en-
suring that South African goods
matched the environmental
standards set overseas.
“We are also sure you are
sensitive to the environmental

responsibility we have,” he.

said, referring to support
industries.
There was a firm demand

and fruit

for environmentdlly sound pro-
duction methods the world
over. “We have to demonstrate
our commitment to this to the
world market,” Dr Barnard
said.

The South African fruit and
wine industries had definite ad-
vantages over international
competitors for lucrative
northern markets.

The dountry had a distinct
advantage when it came to get-
ting its produce to Europe be-
fore competitors in South
America and Australia.

But more important was the
geographical variety within the
country which allowed farmers
to grow a full range of produce
to meet the needs of export
markets.

The two key factors which
controlled the success of South
African producers were the in-
dustry’s inherent strong points
and the technology which gave
farmers the edge, he said.

="
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Fruit

By Francoisg BOTHA

Western Cape businesses affiliated
to the wine and fruit industry are
booming, with some suppliers
reporting a doubling in demand
over the past year, and the trend is
expected to continue.

In line with the increases in
both domestic and export demand
for local produce, suppliers of bot-
tling, labelling and packaging
equipment said at the Wine Farm-
ers and Fruit Growers Exhibition
held in Cape Town this week that
considerable investment was being
made in local industry.

Peter Peck, managing director
of C de Solla Agencies, said: “Over-
seas suppliers are more inclined to
give back-up now that we are mov-
ing greater volumes of machinery.”

On average, suppliers reported
that orders had increased by
between 35 and 50 percent over the

and wine

e1(e) o[ 3
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TOP MARKS Johan Beyers, the managing director of packaging

wachines company Eflmatic, and Willem Barnard, the newly appointed

managing director of KWV, with Filmatic's pri
3g P

past year, with some reporting
increases of over 100 percent.
“This is largely because of the

big increase in the demand for -

ze-winning stand

wine from both local and overseas
markets. As a result, producers are
looking at new equipment to
increase the recovery of good qual-

‘business ébo_ost

T

ity wine from prgmg'," hesaid

Demand for other equipment in
the wine industry, specifically bot-
tling and labelling equipment, has
also increased.

Frank Mason, sales and market-
ing manager of KHS Manu-
facturing, specialists in the bottling
and packaging market, said that
the increase in demand was largely
from businesses that had put pro-
jects off shortly before the election
and had now decided to continue
with these plans.

Investment in the fruit farming
and processing industries has fol-
lowed suit with local equipment °
suppliers also reporting an increase
in orders of 40 percent, but saying
that the strongest growth in the
market is still to come. ‘

A packaging manufacturer said
he expected even bigger increases
in demand within about three
years.
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| Good yields ifor

Cape fruit and
Wlne exporters

Business Heporter

VINFRUCO, a marketing part-
nership of Cape fruit and wine
producers,’ achieved export
turnover ‘of more than R10 mll-

.-5

Selected. as: one -of six: fmal-

ists in the Weekend Argus/-
Cape Chamber of Commerce -
and Industry. Exporter of the

Year competitioh, Vinfruco has

' hecome a major exporter of

wine from: South Africa in only.
three years since it was found-

'ed in 1081 asa joint venture

between Unifruco and eight
ine producers,

merucos xports have cre-
ated seven permanent jobs, and -
indirectly 12 jobs at Stellen-.~

bosch Central Bottling Co-oper-
ative, which -has invested
R7,5 million ‘to. cope with the
export volumes generated by
Vinfruco. This--has included a
third dedicated bottling line,

In 1994 exports accounted for .

99,5 percent of Vinfruco’s total
sales, In 1993 exports amounted
to 98,7 percent of total sales,
and in 1992 sales were 100 per-

| ce
J%é;o is the flrst SA com-

pany to have its wines listed in
all of the more than 450 stores
owned by Tesco, the UK super-

. market chain.

This was the result of Tesco
choosing Vinfruco's Oak Vil-
lage Vintage Reserve as its

wine of the month in 1992, a

spot -usually ‘reserved for Tes-
co’s own labels.

Vinfruco currently supplies
eight wines to Tesco, including

- two of the Oak Village range.

Vinfruco éstablished the Oak
Village brand and linked ‘it to

-the *Cape” brand of quality,

where it has been positioned to
compete with the renowned:
Australian Jacobs Creek range.

Export. achlevements include

‘the listing of a Stellenbosch

Cabernet/Merlot and a Steilen-
bosch Chardonnay in the presti-
gious Marks and Spencer chain

.in_the UK, and the listing of

two wines in Samsbury, the
biggest wine retailer in the
UK. :

Vinfruco has:also-introduced
a range of wines into Albert
Heijn, Holland’s major super-
market chain, and obtained
listing for four wines with the
Societe des Alcools -du’ Quebec
in Canada.

- @The winner of the Exporter
Shield will be announced at a
banquet in Cape Town on Au-

gust 15. -
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By JEREMY WO0DS

TERRY SHEAN

SOLDQUT. . . wholesaler Oscar Foulkes of Cape Town with his stocks of Chilean wine Picture:

: growth in the domestic and

STRONG overseas demand
for SA wine has forced
wholesalers to import to
satisfy local demand.

“From a producers’
point of view we are sold
out,” said Danie de Wet,
chairman of the Cape
Estate Wine Producers.

“There is no unseld wine
lying in cellars, it is all al-
located. If you have any
wine you can sell it before
the sun goes down.”

Mr de Wet says retailers
still have plenty of stock.

But Cape Town wine
wholesaler and retailer Os-
car Foulkes says shortages
are forcing him to import.

“There are major short-
ages and I cannot buy suffi-
cient quantities to supply
Makro and Shoprite-
Checkers stores. This has
forced me to look abroad
and Chile has remarkable
cabernets at prices and
quality that are unheard of
in this country.

“My retailers are selling
top quality Chilean caber-
net for R9,99 which is al-
most half what yoii Wwould
pay for a similar quality
SA cabernet.”

A statement from KWV
on Friday said: “There is
an industry-wide shortage
of guality Savignon Blanc,
Chardonnay, Shiraz, Caber-
net Sauvignon and Merlot,
while there is an acute
shortage of Pinotage. This
is due to the above average

export markets.”

KWV says it is consider-
ing “importing distilling
wine to supplement a por-
tion of next year’s stock
requirements of natural
wine spirit”.
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KWV Internati
woo glob

Edward Waest:
‘CAPE TOWN — KWV had formed a

R200m international company, KWV
International, to expand its market-
ing structures and influence in
foreign markets, KWV chairman
Lourens Jonker said yesterday.
With SA’s formal re-entry into in-
ternational markets, wine exports

* had increased 350% between 1991 and

the end of last year. Locally there had
also been a 10% and 15% Increase in
wine and brandy sales respectively
last year — after a number of years
of static sales — which had resulted
in shortages in rost product catego-
ries, he said.

“Jt has become clear that it would
be impossible to handie growing
overseas markets as well as 4400
producer farmers in one organisa-
tion,” said Jonker.

KWV International would he a
wholly owned subsidiary of KWV
Holdings, which manages KWV’s in-
terests in Ceres Fruit Juices as well
as KWV Investments, while KWV, the

* co-operative, would remain a produ-

Wi | shld et
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‘cer organisation.

Jonker said the export market was
KWV's main target, where it could
build on its established export struc-
tures to 52 countries, with the UK,
Europe, Scandinavia and North
America as top priority.

The aim was to build KWV Inter-
national into a Ribn-a-year multl-
national over the next 10 years.

It would not market only KWV pro-
ducts. Jonker said the company
aimed to market products from SA
estates — some 60 other organisa-

i8S

onal will
al wine markets

tions also Tharketed export SA wine
— and products from other countries,
Other SA exporters would be able to
benefit through association in foreign
markets, he said.

The new company would establish
six independent international divi-
sions — some with their own subsi-
diaries — in the UK, Europe and
Nordic countries, the Americas (in-
cluding the US, Canada, Mexico and
South America), Asia and the Pacific
Rim, the Middle and Far East, Aus-
tralasia and Africa.

Jonker said the KWV board was
convinced the current market stabi-
lising mechanisms and distilling wine
pooling systems were still important,
to promote stability and growth in
the loca! industry, which included
KWV's limited right to sell on the
domestic market at retail level other
than via wholesalers, something
which was not expected to change in
the near future.

KWV Investments’ shares closed
unchanged at R11 on the JSE yester-
day, near thelr annual high of R12
touched on May 19.

- - oK
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By MAGGIE Rowiey ¢_rPaCar] ns Jonker, the d ?Qg EnoveEwas aimed at
chairman of KWV, saig the new growing KWV Internationa into
JEKWV is launching a new wholly- company would be a fully-fledged  one of world’s major beverage
owned company, KWy Inter-  multi-nationa commercial organj- companies marketing not only
national, to handie its global mar-  sation with six divisiona] regions  South African but also foreign
keting drive and is budgeting tolift Britain, Burope and the Nordic  products,. which’ were to account

turnpvenﬁ?gm existing levels of Countries, the Americas including  for abont 50 percent of tumover

)

R200 tuilici“to Ri bilfon, in_ the Canada, the Pacific Rim, the gopee . line,
medium term, Middle and the Far East a5 well as KWV's exports had grown 350

Making, the announcement in - Australia and Africa, percent between 1991 and Jagt year .
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Imported wines filling the gap for I
q Mmmmﬂ_m:c:ﬁ.mga .Ww.

i By IRVING STEYN

|Cape Town - Quality imported
iwines are finding their way to
i South Afriean shelves in increas-
ing numbers at prices the local
{product sometimes struggles to
_WEE%.
i Wines from Chile, Argentina,
i Bulgaria, France, Italy, Macedo-
'nia, Hungary and New Zealand
;are being sold in the Tace of a
tshortage of quality domestic
wines because of lower than nor-
mal erops, unprecedented ex-
iports and climbing local de-
Imand.
© Osear 'Foulkes of the Wine
“Warehouse in Woodstock said
t there were shortages of local
wines “across the board”, bui he
" was able to cope with demand by
importing” wines from  other

countries “at much bettér pri-
ces”.
He cited a high-quality caber-
net from Chile which he was able
io sell below R10 a bottle in the
face of top range local cabernets
at between Ri5 and R20,

“Apart from any other consid-
eration, South Africans now feel
they want to be part of the rest of
the world and there is a big
interest in buying foreign wines:
We will be bringing in & hell of:a
lot more,” Foulkes said.

Until now, imported winés
were aimed at the connolsseir
and they moved slowly. Foulkes
said his company was the first to
import wine “at everyday price
levels”, and sales had been “phe-
nomenal”.

After an initial container of
wine from Chile he has two more

donia.

“It wouldn't surprise me if,
before long, half our sales are
going to be imported. wine,” he
said.

Apart from Chile, he was
planning imports of chardonnay
and sauvigaon blane from New
Zealand whick would sell for
about R20, EERTOTR

—ewQuelity ~Wwilles' from [ialy
swould retail at between R20 and
R150 and French between R20
and R49.

Shoeprite/Checkers wine

* expert Mark Norrish said his
company was looking at Hun-
gary, Bulgaria, Chile and Argen-
tina for importing wines because
their products had improved in
recent itimes “by leaps and

»

bounds”.

g 1 get unbelievable
value for money on the world
market, even taking into consid-
eration freighting costs to Cape
Town and even considering the
dellar exchange rate.”

He believes South Afrjiean
producers are at a disadvantage
because of the excessively high
cost of packaging, with corks
cosling much more and bottles
at 90c each.

Norrish said his eompany had

. bought G600 cases of Chilean ca-

bernet and sold out within three
weeks without any promotion or
advertising campaign.

“It shows you the market is
there and hasn’t heen exploited
yet, but I hasten to add that this
would net be at the expense of
the South African market, which
could actually be stimulated.”
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Edward West

CAPE TOWN — Stellenbosch Far-
mers’ Winery is toasting a 57,3% hike
in attributable income to R58,6m in
the year to end-June, benefiting from
improved trading conditions and op-
erating efficiencies.

Chairman Frans Davin said yester-
day turnover grew 17,1% to R1,44bn,
while trading profit was 32,3% higher
at R113,4m. Financing income in-
creased sharply to R7,8 (R3,6m).

The company was engaged in all
sections 'of the wholesale wine and
spirit industry and Rembrandt-KwWV
Investments was its main sharehold-
er with a 60% stake.

Net income before additional de-

preciation of R15,4m (R14,9m) and an
extraordinary item of R1,7m
{R13,7m), was 41,8% higher at R74m.
The extraordinary item represented

SEFW toasts he&%‘g%}y r

a write down of the investment in
associate retail group Western Pro-
vince Cellars.

A final dividend of 12¢ (8,5¢} was
declared, bringing the total for the
year to 16c (12c). Earnings a share
was 41,8% up at 52,9¢ (37,3c). After
additional depreciation earnings a
share was 57% higher at 41,8¢ (26,6¢).
Net asset value amounted to 515¢,
9,1% up from 472¢ in the year to end-
June last year. On the JSE yesterday
the share elirbed 25c to 425¢, just off
its 12-month high this time last year
of 450, )

Land, buildings, plant and machin-
ery were reflected at current values
and revalued every three years.

The surplus arising from the ad-
justment on July 1 last year was
R254m and had been aceounted for in
non-distributable reserves. The bal-
ance sheet showed that at year-end

eﬁults

. mmgf WINE |

mounted to R32m
{R38,5m), while stocks were 18,8%
higher at R380,4m against R320,1m at
the previous year-end,

Interest-bearing liabilities
drepped to R168m from R239m.
Bank overdrafts and other short term |
loans were static at R6,6m.

Davin said that if the eurrent posi-
tive trading conditions continued, at-
tributable profit growth was expect-
ed to be sustained, albeit at a slower
rate of growth.

Trading conditions were refurning
to normality after the elections last
year in most parts of the country,
‘with a consequent imprevement in
trade. Lt I

The company had embérked 6n an
extensive capital expenditnie pro- f
gramme and further substantial cap-
ital expenditore would be incurred in
the current financial year.

o




Improved iradiriy Soritifiohd ‘an
operating efficiencies boosted net
income before extraord
for Stellenbosch F

{1’ Banings a share before “addic".
: tional depreciation” were 42 percent
N 929 and after additional

‘cepreciation 57 percent higher at
flI},BC;“a’;ishare CE L

R inSitributable.
10 Continue, albet




e anan

PR V.

SATURDAY Weekend Argus;

ks %z: some of the affordable _Suo:ma wines he and
EQEB ANDREW INGRAM, Staff Photographer.

CJIN VINO VERITAS: Oscar Fol
others are stocking.

IRVING STEYN
Staff Reporter

QUALITY imported wines are
finding their way on to South
African shelves-in increasing
numbers at prices the local
product sometimes finds hard
to compete .against.

Wines. from Chile, Argentina, Bul-
garia, France, Ttaly, Emamnonﬁ. Hun-
gary and New Zealand are being sold
in -the face of a shortage of quality
domestic wines becausé of lower
than normal’ crops, unprecedented
exports and climbing local demand.

Oscar Foulkes:of the Wine Ware-
house in Woodstock said there were
shortages of uoom._ wines “across the
board”, but was able to-cope with de-
mand u% importing wines from other
countries “at"much better prices”.

from Chile which he was able to sell
below R10 & bottle in the face of top

and R20 a bottle. ]
-“Apart from any other consider-

Heé.cited a high quality . cabernét -

range local cabernets at between R15 .

rush in to fill the trade ga

ARl 19)£/7K
W Wines from all over the
~ world are.coming to
South “Africa to replace
m:o:m@mm — and are
finding:a ready market at
pricesthat are irresistible

- to buyers.

ation, South Africans now feel they
want to be part of the rest of the
world and there is a big interest in
buying foreign wines, We will be
bringingiin-a hell of a How Ba.m ” Mr
Foulkesisaid: - - -

Untilinpw impoited wines were

aimed at the connoissewr and natu--

rally moved slowly. His company
was the first to import wine “

2

been. “phenomenal”. .
-After his initial container of wine

*from Chile he has two more on.order

and another from Macedonia. © *

“It wouldn’t surprise if before long.-

half our sales are going to be import-
ed wine,” he said.

. would sell for about R20, quality

ering the dollar exchange rate for
‘what it is.”

at ev:
eryday price levels”, and sales have:

- ers were put at a disadvantage be-
.ommmmuc.m the excessively high cost of

- ®w %
*Apart from Chile, he planiing

imports of chardonnay and sauvignon |
blanc from New Zealand which |

wines from Italy for cmﬁSmma R20
and R150 and France from R20 to
R49.

Shoprite Checkers wine mxwm_.r
Mark Norrish, said his company was
looking at Hungary, Bulgaria, Chile
and Argentina as sources of wines
because their products had improved
in recent times “by leaps and
bounds”.

“You can get unbelievable value
for money on the world market, even
taking into consideration freighting
0sts to Cape Town and even consid-

- He believes South African préoduc-

, H

vackaging” with corks costing much

more and bottles at 90¢ each.

 Mr Norrish said his company had !
bought. 600 cases!6f Chilean eabernet
and had sold outtwitliin:threé ‘'weeks

without any promotion campaign. |
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CAPE-based producer of spirits and

wines Distillers Corporation has an- -

nounced an 11 percent increase in
profits to R100,5.million (R90,9 mil-
lion)for the year ended June.

This was on the back of a 16 per-
cent increase in turnover to R1,25 bil-
lion (R1,1 billion),

The company declared a fmal divi-
dend of 35c a share (31c), bringing the
total for the year to 49%c (43c), a 14
percent rise.

The company had focused on strong
brand marketing in the past 12
months in an environment of in-
creased retail licences and intensified
competition.

“Qur {rademarks were pomtwely in-
fluenced by the improved social sta-
bility experienced in the first six
months of 1995,” said managmg direc-
tor Jan Scannell.

The moderate growth rate and re-
sultant increased consumer spending

wereg’ reflected in the larger market -

share’ 'held by Distillers’ products, he
said:

But! ;’the continued strategy of con-
tammg brice increases to protect
sales volumes and an increase in
spendmg on marketing saw margins
drop by about two percent to 13,4 per-
cent. -

He expected consumptmn to in-
crease as the economy gained further

momenium jn'the coming year, Mr’

Scannell said. ',

“We will continue to focus on the
_management of our workmg capital.
Since we expect an increase in local
and foreign salés an additional invest-
ment was made in-matured wines and
spirits.
© “This is reflected in the drop in
cash flow from operatmns by R81 m11-
ion to; R71 million.”

| Leisure group Kersaf Invest-
ments reported a 17 percent increase
in sharéholders’ profits to R208,7 mil-

lion;{R178,7 million) for the year end- -

ed Jung, !

Bafhings 4 share were up 12 per-
cent, taking into account the share is-
sue thatwaccompanied the group ac-
quiring -an interest in City Lodge.

Turnover at R2,43 billion showed an
increase-of 10 percent on the previous
year’s.R2,22 billion.

Trading conditions over the second
six month period strengthened, with
turnover up 16 percent and hottom-
line proflts 22 percent on the previous
year's-séeond half,

boosts sales of .
SplI'ltS and Wil

32 JIMNE .
fo year of 162c was eighl percent
higher, -

Interest income for the year in-
creased from R25,2 million to

R53,2 million, owing to. the higher

rates available on cash funds and the
improvements in earnings from “asso-

ciates from R6 million to R183mxl-.

lion.
This substantial increase was owitg

to the inclusion of earnings of City

Lodge for the full year, compared
with six months only in the previous
year, and the ‘strong trading enjoyed
by Paradise Island in the Bahamas
since the completion of construction
and.the reopening of this resort in De-
cember, 1994, Kersaf direcfors sald

Sun International’s results forithe -
year were adversely affected by- the -

industrial unrest at Sun City in the
initial ‘months of the year; and by the
attributable loss from Paradise Island
over the construction period.

In spite of these factors, the im-
provement in trading conditions over
the second period, together with the
strong demand enjoyed by Paradise
Island since its reopening, had;en-
abled the group to post good results
for the full year.

The narrowing of the Interleisure
group’s focus onto cinema and rélated
activities had met with success;iwith
turnover of these core busmesses 22
percent higher.

City Lodge traded strongly through—

“on the previous year and attr1butab1e
“earnings reflecting an increase of 51
+percent. The average occupancy for
"the year of 81 percent was six per-
.centage points higher than last year.

The year ahead would be an 1mpor-
tant one for the group, with resolution
likely on the structure of the casino
gaming industry in South Africa, e.nd
on the integration of the group’s: exist-
ing casino operatmns into this.., =

While recognising the uncerta" i
implicit in-this, the dlrectoer ere
hopeful that these matters w
resolved positively.

The results for the year ahiead
should not be unduly affected by-the
granting of competing casino licenees,
accepting some delay in the commls-
sioning of new casino facilitieS:riidk

“It is accordingly anticipdted:that,
netwithstanding the increase'fin‘rtax-
ation arising from the harmonisation
of tax rates throughout SouthiAfrica
and its impact on the major Sun In-

LTt W “fmalidlwdend;of %0c a share Was= international- subsidiaries; eartiings for

detlaréd, an increase of 11 percent on

thei| tprevious year. The total d1v1deqc,1"

the 1996 year should show acceptable
Browth.” .




LIBRARY ]
TUCT

| showing top ‘Sﬁﬂl;i}iélx |

" WINE and spiritSmhufacturing, didtri uting and

| KWV Investments

]

Business Staff WINE 23

maiketing company KWV Investments reported
an 18 2 percent increase in earnings. per share to
64,3¢c'(54,4c) for the year to June. ’

The total:dividend was up 184 percent to 64.3c,
~-18,0c for the interim and a final of 46,3¢ — from
54,3c a year ago. - S

Income before taxation rose 18,3 percent to
R27:0-million. : -

Distillers Corporation reported a final dividend

‘of 35,0¢ (31,0 cents) which, with the interim of 14,0c

(12,0cents), makes a total of 49,0¢ {43,0).

SFW posted a final dividend of 12,0 cents (8,5¢c)
and.an interim of 4,0c (3,5¢) for a total of 16,0c
(12,0c) for the year.

Bindustrial Holding Company Klipton produced
a 69 percent growth in earning a share for the year
ended June. \ .
" ‘Attributable profit increased by 69 percent to
R1,8 miilion, resulting in earnings per share of 12
cents (7,1c).
wpLUrnover was 16 percent higher at R157 million,

with operating profits up 27 percent to R5,5 mii-

lioni. Interest paid rose 4 percent to R2,6 million,
and after accolinting for taxation of R02 million,

Lprofit after tax up 57 percent.

Py =gprya
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SA Wmes W
in Scandmavla

_thronugh a direct dealef network in-all-
-the major. urban areas. The Jeep

- JOHN VILJOEN
‘Business Slaff

SCANDINAVIA has emerged as a
particularly favourable export mar-

ket for South African wines, according -

to Stellenbosch Farmers. Winery man-
agmg director Frans Stroebel,

- He said after the AGM yesterday.
that Scandinavian countries were
making a special effort to support
South African products after boycott-
ing them durmg the aparthexd era,
and that wmes should also gain from
negative sentiment in Seandinavia —
and elsewhere — about French wine
since that country’s southern Pac1f1c
nuclear testing programme.

SFW’'s exports grew by 63 percent

over the past year, but the company’s
priority was supplying South African
outlets, he said.

SFW increased turnover 17 percent
in the year ended June, reaping after-
tax profits of R58,6 mlllwn, up 57 per-
cent on the prevmus year’s R37 2 m11-
lion.

] Chrys]er 1s to return to South
Africa. After nearly 13 years’ ab-

Cherokee will be sourced 6t of the

assembly plant in Toledo, Ohig; the '
‘Jeep Grand Cherokee will come out of

the Graz, Austria plant.
‘Over the next two years, the Neon

. compact car, the Wrangler sport utili-

ty vehicle and the minivan will be in-
troduced. Initially, Chrysler plans to
sell about 3 000 units a_year, but that
could grow to nearly 10000 vehicles
by the end of the decade.

B UAL Merchant Bank will set up
its own equity and bond stockbroking
operation on November 8, managing
director Chris Pearce said ,

A wholly owned subsidiary, called
UAL Securities and headed by the

“chief of UAL's bond trading lelSlOl‘l,

Adolf Potgieter, is to .be form&d to
house bond tradihg, futures trading
and share trading operations..

B Chernical group Sentrachen; lift-
ed shareholders’ profits 75 percent to

R210 million in the year ended Au-

gust, on the back of a 34 percent rise

in turnover. Exports increased 62 per-

cent to R750 million.

sencewith two Jeeps to be sold




Wine estate to

create 2 000 jobs |
&

et +{nlas
CAROL CAVPBELL

THE Western Cape will gain 2 000
new jobs when the new Spier wine
estate near Stellenbosch is fully
operational, and developer Mr
Dick Enthoven said he hoped it
would become a role model for
other new businesses.

When it's finished, in roughly
five years, the R125 million devel-
opment will include a world-class
hotel, a “cultural village”, golf
course, health hydro, restaurants
and much more aimed at visitors,

In the shott-term 500 new jobs
have been created and local farm-

sers are being encouraged to pro-
duce for the estate’s kitchen.

“The basic philosophy of the
RDP has guided us — we want to
involve the local community in

CB WINE
the project and oUr felationship
with the staff will be one of part-
nership.” (“We” are business part-
ners Mr Gus Pickard, Mr Geoff

Snelgar and Mr Miles Japhet of [—

Johannesburg and Mt Tony Chin-
ery of Durban.)

Mr Erithoven has taken over an
old University of Stellenbosch
building as a training centre, and
nearby a farm school is to be refur-
bished and equipped for the chil-
dren of staff and the community.

He has also brought in world

experts in the hospitality industry.

to run Spier, and they will all take |7

on apprentices. . PR .
Possibly his biggest coup was

enticing former Sowetan Mr Jabu-

lani Ntshangase back into South

Africa from New York to oversee |

the wine operation.
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Louise Cook

THE SA wine industry is to lose the min-
imum wine price protection that has cog-
seted the sector for nearly 60 years.

The agriculture department said recent-

ly that the system which saw wine farmers- -

aid a minimum price by wine wholesalers
elonged to anotherera. s :

v

A spokesman said Minister Kraai van -

Niekerk had refused to approve minimum
price proposals put forward by the wine
farmiers’ ‘representative KWV, but had
called on the KWV to find instead a con-
gensus pricing within the industry,”

KWV Willem Barnard said last
week negotiations with wholesalers, in‘clud-
ing the Stellenbosch Farmers’ Winery, were
under way. -

“In future the market will determine the
stability and-vitality of the industry. But
government needs to keep duties and other

“taxesin check 50 as to not distort prices.”

Barnard declined to comment on the
likely impact on prices, though industry
sourees gaid any: efféct would be on the low-

“fd

W

IZIM1E 20, e
er end of the marketg‘ﬁu;g ﬁ';)nmfl}l'nca:l-

The actual mark-up on consitmer prices
stemming from the,gystem is small. The
benefits of a minimym system have béen
rendered largely redundant by the increase
in wine prices, following higher exports.

The move, tievertheless, marks another
significant step in the agriculture depart-
ment’s attempts to strip the industry of
long-running protection. The system — con-
tained in the Wine and Spirits Act — dated
baclk to 1941. Jt had Been rubberstamped by
government every year since then, )

But a_department spokesman sgid the
Wine and Spirits Act had been “writtén in
another era”, at a time when government
had bent over backwards to protect the
farming industry. L

“Government will be involved only in
stopping dumping of subsidised imports,”

‘hesgaid. :

Details of negotiations between KWV
and the Cape Wine and Spirits Institute
were unclear. However sources said that
their proposals would be submitted to the
minigter this month. - >+~ ' -
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- ATTEMPTS TO BOOST the inter-
{:national profile of Western Cape
| wines have been dealt a blow.

" FRANCOISE BOTHA reports.

N a major blow to the South African
. N wine industry, Australia swept the
~ L boards and scored 78 points to South
" Africa’s 21 in their weekend wine Test
.. match. .
. With the inaugural South African Air-
" ways Shield going to Australia, SA'won
- only three of the 11 categories: Riesling
, with Klein Constantia’s 1987; open dry
whites with Thelema’s 1995 Sauvignon

| shof's 1991 Rhine Riesling.

- gories did a SA wire appear in the top
" three — 1994 Stelleiizicht Shiraz.

" The results are set to receive wide
. publicity in international wine and trav-

' ¢l publications and do not bode well for-

the local industry, which has been mak-
. ing increasing efforts to improve intema-
-, tional perception of its wines,
" Fach Country entered 100 wines.
" These were Bvaluated by nine judges —

+ Blanc, and dessert wines with Neethling- -

In only one of four red wine cate-

| AUSTRALIA ROUTS SA IN FIRST WINE TEST

Oz wine-makers burst SA bubble

23 JWiINE

“CHEERS: South African wine writer and convener of the South African Airways wine
list Mr Michag! Fridihon (left) and Australian wine master Mr Andrew Caillard sam-
- ple a red wine during the first Australia-South Africa wine Test, PICTURE: CLIVE SMITH

three each from Australia and South  wine in the competition went o the
Africa and three international non-parti- 1953 KWV Jerepigo. The best Australian
san tasters. wine was 1993 Paringa Estate Shiraz.

The trophy for the best South African Commenting on South Africa’s dis-

appointing showing in the chardonnay
and cabernet classes, Cape wine master
and associate judge Mr Tony Mossop
said Iocal judges had found it hard to
accept when, looking at their tasting
notes afterwards, they found they had,
described their favourite Cape wines s,
*tannic and hard to drink”. ) ;

British master of wine Mr Richard
Kelley said: “It was probably not a good
idea for South Africa to have competed
at this stage, since the local wine indus-
try is still going through a revolution.”

It is only recently that South Aftican
producers have begun making New

“World-style wines that are fruity, accessi-

ble and easy to drink when young.

“The international panel is used to
wines that have more up-front fruit,” Mr
Kelley said. “In five years, the results
could be different. It probably says a lot
that South Africa’s winning wine isnota
wine but a fortified grape juice.”

The SAA Shield is set to become the
premier wine event of the New World.
This year's winner will hold the title
until other New World producers like

Chile, California and New Zealand have.

competed in elimination rounds.




WILLEM STEENKAMP
Staff Reporter

SOUTH African wines have
taken the international mar-
ket by storm and in less than
five. years exports have in-
creased from 660 000 cases in

year.

Exports are expected to total near-
ly seven million cases this year.
Wirie - exports already earn South
Africa nearly R500 million in foreign
exchange and the good news is that
most of this money finds its way

largest wine—producing province.
Where workers Were laid off be-
cause of a low international demand
for South African. wines before 1990,
the industry has now taken off and
many new jobs are being created.

A spokesman for the South African
Wine and Spirit Exporters’ Associa-
tion said wine-drinkers all over the
world were turning to so-called new
wines. from countries such as Austra-

1 1ia, New Zealand and South Africa.

“By.the year 2000 we hope to be
‘exporting upward of 11 million cases
- of wine annually which is set to earn
; South "Africa, and in particular the
‘Western Cape, nearly ‘R1 billion a
year. :

Britain is South Africa’s largest
buyer, of wines. In 1993 South Africa
sold: 480.000 cases of wine in the UK,

s:figure -jumped to 1:8 million
1994. - - ' : -

1990 to nearly SiX million last - -

back to the Western Cape — the

i South African wines
have hit the right
international taste buds
and exports 10 .
international markets .
have shown a tenfold
increase in. the past five
years. - ‘

Exports to Germany jumped Jfrom

. 148,000 cases in 1993 to 475 000 cases
in 1994 and the market is still grow-

ing.

Canada, which boycotted South Af-
rica’s wine because of this country’s
apartheid policies of the past, is now
importing 240 000 cases of South Afri-
can wine annually and the demand is
still increasing.

But the domestie market still re-
mains the largest buyer of local
wines. Domestic sales are upward of
37 million cases a year. These figures
only represent bottled wine and not
buik.

The downside of the increase in
wine exports is that South Africa
now has a shortage of certain types.

For instance, there has beeh an
acute shortage of Chardonnay, Sau-
vignon Blanc, Cabernet Sauvignon,

_ Pinotage and Shiraz.

A spokesman for the KWV said
farmers were now starting Jo_plant
‘more vinessbut this wWas- a-long-term
sproject and: it- would take a number
of years before wine could be. pro-
~ duéed from these vines.




Paail yesterday

' “Theiew systén will be'ffec-
tlve frominext Lyear. Abase‘pnce of - .

.78 cennts alitre Was agreed'oni’ -
Pricesiaboye it wﬂl be determmed

&




Ediard West

CAPE TOWN — SA%s
wine industry has moved
towards deregulating
the “pricing system for
«patural, and’ dietilled

A i

wineg by replacing statu-

Ar

tory,-.p‘:ﬂf;ng with a gys-

Mven;,g)nMg above a

ceriain bage price..
<However, the bage

price:negotiated by the

government  approval
and publication”,

figs

4nd the

‘Cape Wine and’ Spirits

Association said yeter-
day the industry:had
agreed on a base rice.of
0;78¢/l. The leve of ' the
base price ‘would Eeive
only as a “catch net”.»
The producer organi-
sations said strong e~
port growth by about100
exporiers was:~ being

experienced, whild: the
' dome'stipfif-finarketiE wag
indistry “would require

also; showing; signs'of
healthy ° growtn, | sftor

years of sl;ag-nat:icn‘ruI !

N
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'PRODUCERS EXPRESSED RELUCTANCE’

QUE WNE o m_m..Tm :

THE ‘WINE TEST’ between South Africa and Australia has provoked
strong reaction from the focal industry, reports FRANGOISE BOTHA.

USTRALIA's 78 to 21 points trounc-

ing of South Africa in the South

frican Airways wine “Test match”

has divided the local wine industry, with

soe top producers claiming that they did

not want to participate and a key industry
player calling the event a “fiasco”.

Mr Riaan Kruger, director of the South
African Wine and Spirit Exporters’ Associa-
tion (SAWSEA), said members of the
organisation “wete of the opinion that a
coinpetition of this nature was not the
route to follow in promoting South
African wines in the export market”,

Producers told the Cape Times it was
still too early to take part in such a contest
as the SA wine industry was still undergo-
ing a "revolution” in new varietals and
wine styles, while Australia, which made
the ctianges years ago, was In.an “evolu-
tionary stage”. : -

Mr Kruger said the reluctance (to partic-
ipate} had:been conveyed to the organiser

- “wedid not want to boycott it”, -

of the event, Mr Michael Fridjhon, after a
number of meetings had been held with
the 67 members of the organisation who
collectively represent 110 wineries, includ-
ing Stellenbosch Farmers’ Winery, KWV,
Distiliers Corporation and Gilbeys. )
* According to Mr Fridjhon, this kind of
-competition is “taking place every day,
everywhere in the world where quality
. wine Is sold and consumed”, .

“There is nothing to be gained strategi-
cally by deferring the challenge presented
by the Australians — a drubbing in a year’s
time s more likely to upset export sales,”

_ hesaid, S
- "It was no surprise when Australia
romped home by a comfortable margin.”

- Commenting on why some members

of SAWSEA had participated, Mr Kruger -
. - said, “while'we did not openly support it,

*

- Headded the comments made after the

event were not a “case of sour grapes”,’

‘since the stance of the organisation had

been made known before.
Mr Kevin Arnold, winemaker at Rust en
Vrede, said it was surprising the event had

‘gone ahead after many producers and the
sponsors, he claimed, had expressed reluc- -

tance.

“We were kept in the dark as producers

because they did not have the support of
the industry,” he said, :

‘Not to .&nnsnm\

Mt Tim Hamilton mcmme chairman of *
Hamilton Russell Vineyards, said it was not -

for.any vineyard to dictate to the organisers.
. "If one makes wine, people have the
right to have it judged,” he said, adding

that because of the difference in the styles
of the wines produced in the two countries -
“it was a bit of a case of comparing apples -

and pears”.
_- Associate judge Ms Angela Lloyd said
the results do not mean that South African

wines are bad or exclusively filled the tail-

end placings. '

“Shiraz is the Aussies’ speciality and the
fact that Stellenzicht Shiraz beat a wine of
the calibre of Penfold’s Grange gives cause
for optimism at the exciting potential
here,” she said. _

“We are too used to patting ourselves
on the back at unrealistically good results
where only South African wines have par-
ticipated, or in foreign competitions where
we scrape the odd gold medal or trophy,
when the Aussles gather thern in droves.”

Cape Wine Master Mr Allan Mullins
said: "It was a terrific list of wines that we
submitted ... and they are far better than
they showed in the competition. The
Aussie wines-are very showy and they nor-

_mally do better in judging.”

Akey player in the wine trade, who did
not want to-be named for professional rea-

. sons said, “i# must have been very difficult

fot some of the judges to be totally objec-

-tive when their wines were up for tasting”.

“I am not surprised that Australian
judge and wine praducer Mr James Halli-
day’s pinot noir won that category. It is a

" fiasco,” he said,




Tumovi -fSer hecta,re of ving
iRZ 28-milflion in Bordeaux,
d R11000 in the Stellenbosch
ggon, according to a finding by the

+ Uiterwyk Wine Estate. ‘
_French production from an ayer-

France,

" pige 47 hectares — roughly the same - -

is leds than half the Stellenbosch
production of 40 000 caises, b

per bpttlé s R510 compane i R1,39 .

a litre delwered't
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form for the estatés export rive.’y

“Haying tastéd many, wines -
from other countries, we knew the
" quality we had ‘was better than the
overseas consumier can-buy.:from
anyone ‘else at a Comparable price,

We ju‘-stk had to Have the;
. ‘wines and they would
'over 13

-«with them; concentrate:onl§on top.

: lsuper,markets and 1chal(h3hquor 1
istores,” *. 1

¥ Pla !

in targeted countries and;in’ veandert

restaurants, hotels and.- 5pemahsed
igourmet shops ~ excluding ‘all

i It has worked, Export ‘sales 4.112

i1 1199495 were more than a third of ;
- stotal sales, compared to less than 15 -

percent the previous yeay, and earn-
ings rose to R325000. Demand is
about two-thirds mote than can be
supplied. . s
i “Since we produce sall quanh-
ties of wine, burprices.ate relat;vely
thigh, naﬂectmg the scarcity of the
product.”

The wine goes to six countnes,
compared thh only two i 1993,

asfethe ity Marketmg i8 -
’ 2

i“Because’ out export drive Hiabi

'Foundatwn ahd other - orgams

%
iz
T,
i

itht agents; given the oppor | -
' meef the people bf:j

A ‘same nme,‘therehaveh _ﬂ ."
10 be’ chénges within the estat

placed larger emphasis on prodiic-"§-
tivity, ‘e formed # workers' coriv §
- mittee, which in tumhas warranted .
h!gher levels'of skill ftﬁrough traine |
Cing “by thé “Stelfenbosch . Rural al

"

Jions.” 1
mupmg the WOrkforce nito "».
‘specialist “teamis, such as prunexs, .
and cellar environment, whosé. pro-
. ductivity is measured and revard:"
ed, las brought some remirkable .
! improvem
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By FRANCOISE BOTHA

© Cape Town — KWV and the wine
producing  wholesalers

prices for natural and distilling
‘wine o come in line with interna-
tional practice.

* Chief planning executive of the

KWV, Willem Bestbier, said the -

agréement was reached between
the KWV and the Cape Wine and
Spirit Institute. . o
- Theinstitute represents produc-
ing  wholesalers, including
Stellenbosch:  Parmers” Winery,
Distillers Corporation, Seagrams
and Gilbeys. v -

" Bestbier said the move shou]d

be seen in light of the deregulation .

+ Ofﬂ{e ag}’iqu]hqulsggtor. -'_:: N

“usorath Africa has been one of

" thie few international wine produc-
ing couritries that was,still control-

- ling prices in a statutory way.
#In the past, these controls have
been an inhibiting factor, both to
prices and the {ree market concept.
This is also part of a drive to min-
imise intervention as far as possi-

ble,” he said.

"The new system will be effec-
tive froin the beginning of next
year. It will establish a base price of

73c a litve. The balance of the price

have .
scrapped the statutory minimum

. price

will be négotiated between the par-'

. fles. The statutory minimum good-

wine price this year was R1,39 a

- litre.

Bestbier said that the move was
“really just a softening of the regu-
lation”. The new prices would re-

establish the balance between sup-

ply and demand. - Co
Commenting on the long-term
effects of the agreement on whole-
sale wine prices, Bestbier said:
“Bventually it is going to have very

' little effect, if any. We are unlikely

to see a drop in prices. There might
even be an increase in the prices for

-good wine and especially scarce

vatieties like Merlot.”
Quoting

~ wfyy some cases this i already
happening because producers have
been quoting prices sometimes up
to R6 or R7 a litre,” he shid.
He added that the agreement

" would have to be submitted to the
. Minister
- approval and publication.

of Agriculture for

“We have kept him abreast of
developments over the past month

~ and he was enthusiastic about it, 50

we do not see any problems with
his approval being granted,”
Bestbier said.




ISA wines move fro
Ui t0 fastestimowing expore

¢ Micrease in wine exportshas  the Tmouth. We've got the weathar

BY BRENDAN Bovie
thrown South Africa into

become the fastest-growing €xport  and fruity new world wines that are

m forbidden

competi-  forit, we're just harvesting too soon,
Paarl — Once the forbidden fruit of  tion with the southern hemisphere’s e 80 on the chemistry of the grape
apartheid, South African wine has  two other key producers of the light  and not enough on the taste”

Just two Years ago, South Africa

from the country, challenging the established domi-  wag ge; 5 most of the product of

During Nationa Party rule, the nance of European products,

its vineyards a5 grape juice concen-

COUTtTY’s wine wag 3 target of sanc- “If I were a South Africa wine  trate and the industry wag nursing

tions and boycotts. But wine €X- maker, I would be Very worried an oversupply, termed 3 wine lake,
ports have multiplied mope than  about Chile, It's very export-orien. “In the twinkling of two years,
fivefold since Mandela’s release in  tated ang theya:erespondmg tothe  the export-led boom has left not
February 1990, new world style more quickly than  even 4 puddie in place of a wine

The demand is s great that South Africa,” said Austra

their favourite wines impossible to Halliday was in Cape

get and Australian, Chilean and part of an internationa] panel judg-  the couniry’s 4 647 8rape growers
i i between  are heeding  the internationa]

Spanish Imports are appearing on Mg a wine competition

lian wine  ]ake,” said wine maker and writer
South Africans are finding some of  maker and writer John Halliday. John Platter.

Town as Industry analysts say many

of

South African shelves, Australia and Soyth Africa, which  demang for simpler, easier wineg
from the range of cultivators they

“The market has exploded in  the visitors easily won,
our faces, No one really anticipated He said: “South Africa
the growth in demang afterthe 1994  nised as a serious wine

is recog-  call the big six.

producer They are also changing the pre-
elections,” said Kobus van Niekerk,  with 5 longer history of wine mak- sentation of thejr wines, moving

the managing director of the coun- ing than any other producer in the away from colonial Iabels with the
try’s main wine SXport agency,  new world, Byt the wines reflect the rames of historic Dutch estates like
KWV Internationa), "Our wines Years of political isofation , there Allesverloren ang Goede Hoop
used to be sold from under the s nothing in South Africa Yet to  towards names Jike Nelson's Vailey,

counter. Now everyone seemg to  challenge the great wines of Hippo Creek anq Railroad Red on

want to drink 3 wine with South Australia,”

Africa on the Iabe]” South African wine writer

Van Niekerk said export sales  Michasl Fridjohn agreed
Tocketed from RS0 million in 1989, country’s wine makers n
to an estimated R480 miljon this shift away from heavy and

24,6 million * Iitres i 1993 o lighter new woriq style. “]

cases, last year. The tota] export for “The message coming
this year was Expected to be about  aroyng the world is loud and clear:

7 million cases, Van Niekerk said. wines should be sof and

1. -

A

e

bright, modern labels,

Van Niekerk said KWV, the wine
that the  growers Co-operative to which most

eeded to  farmers belong, was promoting a
complex  shift from chenin blanc, which
year. Export quantities jumped from  traditiona wines towards the accounts for more than 3p percent of

Itsnota the country’s production, to the top-
50,6 million litres, or 5,6 million virtue to be gp austere,” he said, selling big six: cabernet sauvignon;
in from  merlot; pinotage and shiraz in the

would continue to be buows:
v Peea

)

reds, and chardonnay and sauvi-
Sweet in  gnon blanc for the whites. — Reyter
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Nuclear fallo %ﬁ )

% IS |12 /95
France’s insistence on oing ahead with iis
nuclear test programme could mean a short-
age of good SA wines on the local market
and a hefty increase in prices next year.

The tests have already created strong re-
sistance to French wines in many countries,
including Sweden, the Netheriands and
New Zealand, says' KWV divisional mar-
keting executive Piet Momberg. This has
benefited other wine-producing countries
such as SA, Australia and Chile, the so-
called New World producers.

But, says Momberg, it’s hard to quantify
how much of SA’s wine export increases
can be attributed to increasing popularity
abroad and how much to the growing boy-
cott of French wines,

“We didn’t really need any nuclear tests to
boost our overseas wine sales; they have
been growing dynamically or their own,” he
| says. In 1990, SA exported 660 000 cases of
wine, This rose to 1,12m in 1991, 2,3m in
1993 and 5,93m in 1994, This year, the in-
dustry expects to export 6,8m-7m cases.

This is good news for producers but not
for lovers of local wines. Prices are not
likely to remain at present levels. Momberg
says: “There is already a shortage on the
domestic market.”

Distillers Corp export director Don Gal-
low says that, to show their opposition to
the nuclear tests, several big department
stores in the Netherlands which have been
buying wines from French producers for
decades want to replace the suppliers and
have asked Distillers for a “submission.”

Securing the business will see its exports
rocket. In the year to June, exports hit
R60m - 47% up or. a year ago.

Gallow says Distillers tries to ensure
there is always enough wine for the domes-
tic market. It has invested large sums in de-
veloping the local market “and will not ne-

glect it for exports.” @

BUSINESS

Distillers reports heavy demand for Pino-
tage and is allocating percentages of stocks
for export and local sale, |
e ——

——




By JEREMY WOODS

A NEW RDP programme to be
launched by the KWV next year
will focus on the priorities of
wine farm workers — namely,
housing, education, and health
services as well as mzm:m.w_
backing to establish new wine
farms. )

A key part of the programme is a
plan to give wine farm workers finan-
cial backing to own new wine farms in
conjunction with co-operatives or in
partnership with other workers.

Industry sources believe that some
R70-million could be available for
this if fund-raising on the capital mar-
kets is successful. ;

The KWV is the largest and most
. powerful. wine co-gperative in_tHe |
Western .Cape, supported by its :&E

dreds of wine farm fiembers; o
Much of the new programmie is be
ing implemented in conjunétion wit
the Rural Foundation, which has or-
ganised most of the research into.the

winge farm workersipriorities. ..

My, Theo Pegel, group. director

human resources at WMSN. said ﬁwmammw_
get up by the RuraliFoundstion hadf
completed interviews at 900 workers’
houses on 300 Western Cape wine

farms, &

Mr Pegel said one interesting aspect
of the researech was that local wine
farm workers were “considerably
better off” than their counterparts liv-
ing in towns and other rural areas.

Another was that workers place
great store on owning their own
- house.

“This could present legal problems
if those houses are part of other wine"
farms, but this is being looked at to
find a remedy.”

; . Details of KWV's RDP scheme will
o N LA " be announced early next year.

PaRkig
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Rec. rd

WINEMAKERS are expectmg a billmn
litre'wine crop this year, 45% more than
lasf yeaiand bettermg 1992’5 harvest by
1,-m1]110n *lltres
“This * yéar’s crop looks very healthy
iing . favourable climatic con-
thig could:be'the best wine crop
,has .ever, had,” a KWV
’Fnday o
"wind damage and

nd OrangeRiver
content in the im-

Wlne CI'O
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By IEREMV WﬂﬂDS
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m‘lgated areas is still sufﬁment and'dam

levels in the irrigated areas are generally ‘

higher than last year.

"KWV said on Friday a final, more_

a‘ccurate estlmate would be dune in
January.
However, the record wine crop w111 do

little to alleviate wine shortages, says the

KWV. Wholesalers are still importing

'wine to make up tb‘e local shortfall.
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Wine exports to Canada
set to tog 2(& OO%cases

(3lwmiN
TN jo
VANCO R — BSA
wine exports to Canada
are expected to increase
20% to 200000 cases
this year as producers
continue an aggressive
marketing campaign to
make up ground lost dur-
ing years of sanctions.
anada is SA’s third
most important foreign
market for wine after the
UK and Germany. Sales
last year, the first full
year since sanctions
were lifted, topped
167 000 cases. Before
sanctions were imposed
in 1986, SA’s annual ex-
ports to Canada were
about 50 000 cases, SA
Wine and Spirit Expor-
ters’ Asscciation chair-
man Jannie Retiefsaid.
SA’s share of Cana-
da’s bottled table wine
market is about 1,5%.
Canada leads this sector

with a 32% share, fol-
lowed by France (25%),
Italy (13%), South Amer-
ica and the US (8% each),
Australia (3%), Ger-
many (2%) and Eastern
urope and Spain (about
1,5% each). Retief says
local exporters are confi-
dent about growth. But
competition from other
New World wine produc-
ersis stiff.

Canadian figures in-
dicate South American
producers, headed by
Chile, are expected to
sell nearly 900 000 cases
this year, and US ex-
porters, mainly Califor-
nian, will ship about
920 000 eases to Canada.

But good news for SA
producers is that arch-ri-
val Australia is appar-
ently struggling to in-
crease market share,
Sales are expected to le’p
glightly below last year’s
level of 390 000 cases.

Aty

Popcru claims

4 r
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nTo nde o
BD 11:5 121995
EAST LO N — Pop-..
cru  president Capt-:
Mzingisi Moshara has
come under severe criti-
cism from the union’s
East London branch far ©
making tgublic state-
ments on the alleged em=""
bezzlement of uniah.
money by his predeces--
gor, Enoch Nelani. e
Moshara confirmed at,
the weekend that Nelani
and former national fi7.}"
nancial administrator
Norman Lepere werg..
facing criminal charges= <
Nelani allegedly em-:-.
bezzled R20 000 for pexs..,
sonal use.

Moshara’s action was:. .

“otally unacceptable.... .
These allegations are on-

1y distorted informatian,.
aimed at discrediting azy---
... individual, which,
would backfire against -
Poperu,” said Poperu
East London branch oxs,
ganiserVukilePambo. R
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MAUREEN MARUD
Business Reporter

ﬁqzwm from South Africa are pleasing pro-
gressively more palates overseas thanks to
the efforts of brothers Gary and André
‘Shearer.

They founded The Natural Corporation
"in 1990, now one of eight finalists in the West-
ern Cape Exporter of the Year contest.

“We formed the company purely to

export South African goods of natural ori- .
£in,” says Gary, who heads South African -

operations from Cape Town, while André
takes care of international Emﬁ.wmﬂﬁm and
salesfrom a New York base. -

Their entire focus so far has gms o=
exporting South African wines.
" It wasn’t easy breaking into markets in

Germany, Switzerland, Sweden, Canada, Em.

US and the UK, says Gary.
. When EQ started out in the final years
before the collapse of the apartheid regime;

they had to contend with antipathy towards’

anything South African.

They also had to make inroads where
hordes of other countries were already com-
peting for market share.

“In New York or London in one wine
store you will find about 1 400 different prod-
- ucts from 80 couintries,” says Gary.

A 3)84)

with very little capital and no help from

banks, wine industry leaders and sugipliers.
A turning point was The Natural Corpo-

ration’s participation in a Chamber of Com-

. merce trade mission to Scandinavia in 1994,

just after the change of mo<m§mﬁ in momﬁ

- ﬂsm into those Emﬁﬂmﬁmu Fortunately the
-wines have really ¢ come Euozww Umnmﬁmm of
- their quality.” -

- Other problems smﬁm H.mwmﬁmm 8 the high

g oomﬁm of EE.WQEW wines internationally,

. T “We go Africa, “We
in.and and were wel-
tell them comed with
ours is - open arms. .
- great, it's Fromavol-
“from South’ ume of sales
-Africa, And perspective
people say:: it was the
.. ‘Kanonkop?- : : x beginning of
T a8 .
%wﬁm%nwmm% ,wooﬁ_.__a m>-m economy: A Weekend Ea usse,_g in Mﬁmwmnoﬁ
SRS RS association with the Cape Chamber of Commerce and Industry because it
"beeh very —— became so.
- difficultget- ~ = much easier

globally to sell our product.
“We have overcome many obstacles in
the past five years, and are now firmly

“entrenched in the wine trade,” says Gary.

Wines they market include some of

A

South Africa’s most prestigious estates:

Cabriere, Kanonkop, Buitenverwachting,
E.&mmwcomou Thelema, Glen Carlow,
w_mmziwbuwms and bmu%wwo o1,

Recent additions are Cloete Wines of
Somerset West and Veenwouden wwEmﬁm

Cellar in Paarl.

The company alse markets its own suc- |

cessful Kronendal and Cape Indaba brands.

. Acouprecently was The Natural Corpo-
ration’s mwu.uEgmﬁ by Swartland Winery
as its agent in Canada and the US.-

Other- finalists in the Weekend

Argus/Cape Chamber of Commerce & Indus-
fry BExporter of the Year contest are Africa
Trading, Consani Engineering, Grosvenor
Tours, Louvreflex International, Duncker &
Louw, Technical Systems and Warwick'
Estate. Winners in the various nmﬂmmoimm
will be announced at a gala dinner in the
Cape Sun Hotel on August 14.

Bookings to the dinner can be made
by calling Jennifer Dearham at the Omum
Chamber of Commerce and Industry on:
(021) 418 4300,
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- By Frangoise Botha

Cape Town — Stellenbosch
Farmers Winery, the wine and
spirit industry producer and
wholesaler, has reported a sharp
increase in income attributable
to ordinary shareholders of
77,8 percent to R101 million for
the year to 30 June.

It was achieved off 2 22,8 per-
cent increase in. turnover to
R1,767 bitlion. Tighter controls
boosted margins and trading
‘income rose 61,8 percent to
R180,8 million. .

Jeff Malherbe, the chairman,
said the increase was attribut-
able to a rise in market share, He
said trading conditions during a

speriod had heen favourable.
~ The performance was also
boosted by ihproved marketing,
production and operating
efficiencies. ,
He warned that trading con-
- ditions were expected to become
more difficult and that growth
was expected to slow in the year
ahead.
. A final dividend of 20c was
- declared, an increase from 12¢ in
‘the previous year. The dividend
brought the total for the year to
26¢.

The balance sheet showed

improvements, with a reduction

Tighter controls boost margins

SFW reports

sharp rise in
share incom,

increase in turnover, and inven-

‘Christmas season.

in long-term interest-bearing
debt from RI16,8million to
R11,48 million and a 21 percent
increase in fixed assets to
R465,8 million.

Malherbe said that this year
the company would continue
with its capital-expenditure pro-
gramme at about the same pace.

The increase in debtors to
R208 million was in line the

tories were higher In preparation
for supply ahead of the

Short-term creditors increa-
sed 19,7 percent and current tax
liabilities rose 220 percent to
R37,8 million.
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‘significantly

(3D WiNEY"

‘Samantha Sharpe

CAPE TOWN — Wine and spirit pro-
ducer Stellenbosch Farmers’ Winery
posted a 78% increase in attributable
income to R101m in the year to June
after increased market share and
buoyant trading conditions benefited
group performance.
- GShare earnings after additional de-
‘preciation showed a corresponding im-
rovement to 72,2¢ a share (40,6c), al-
lowing a 62% hike in the group’s div-
idend to26c a share.
Group MD Frans Stroebel said the
atest results showed the group had ex-

ggnded its market share significantly

Fqginly in the brandy and fortified

wine markets”. . 7
- .S However, marketing, production
and other operating efficiencies.— in
the context of a favourable trading en-
hind the strong set of financial state-
ments, he gaid. ’

. . “Efficiency-wise we have employed
a new strategic approach towards the
procurement of raw materials ... and
upgraded our production lines to en-
Hure optimum utilisation of cur work-
force,” he said,

¢ Turnover rose 22,8% to R1,76bn af-

d

vironment — were also key factors be- -

SFW’s market share

* 9
bigger

ter inreads into competitors
boosted the group’s sales base, with
trading income up 61,8% at R180,8m.
A marginal increase in net financing
income was reflected in the growth in
pre-tax income to R189,5m (R119,5m).
After-tax income advanced to
R118,5m from'R72,83m previously,
with income from associated compa-
nies more than doubling to R223 000.
Income attributable to outside share-
holders — the group’s major share-
holder is Rembrandt-KWV Invest-
ments —was R1,08m (R683 000).

. Group chairman Jeff Malherbe said
the group expected trading conditions
to get tougher in the year ahead, buthe
was positive the performance would
continue to im’prove “albeit at a slower
rate of growth”. e

Malberbe said: “SFW will continue
its capital expenditure programme
during the current financial year,
which included a significant invest-
ment in a canning operation, at ap-
proximately the same levels as the pre-
vious year.” The group’s baldnce sheet
showed fixed asgets valued 19% higher
atR472,5m. " S
 The wine producer’s share price
gained 1,96% or 20c yesterday to close
at R10,40 a share.
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The cultivation of wine at the Cape has a tradition intimately associated with European settlement datig back to 1652. This
Valley, prepares for a possible takeover by a black business consortium as part of a bid to advance black economic empowerment.

ed wine estate —

This tradition could soon change as one of the me__m: osch area’s famed estates, Devon

Reporter ESTELLE RANDALL examines the issue.
Labour Rep ey Nwﬂw _a:.u

HE 340-year white owner-

ship of South Afriean wine

farms is about to change
with the imminent purchase of a
Stellenbosch wine estate by a
black eonsortium.

By next week, the Devon Valley
Development Corporation (DVDC)
is expected to conclude an agree-
ment to buy the 44,7-ha Devon
Valley wine estate from Gilbeys.

An independent valuation of
the estate put its market value at
R11,37 million, but it is under-
stood the selling price to DVDC
may be lower,

Keith Frogley, Gilbeys’ human
resources director, was cautious-
ly optimistic about the pending
sale which Gilbeys has been nego-
tiating with the DVDC for the past
three months.

“We're hoping it will be
finalised with the corporation,
but if it isn’t we won’t jeopardise
a straight commercial deal. We've
also been negotiating with anoth-
er local party,” he said.

Gilbeys’ corporate social
investment executive, Thian Com-
brinck, said the deal with the
DVDC would be unigue because it
was being driven by people from
disadvantaged groups.

The DVDC has been given pref:
erence to conclude an agreement
with the company by next Friday.
This will be a final offer to pur-
chase and will detail the condi-
tions of sale and the selling price.
About a month later, written guar-
antees of investment will be
required.

The DVDC includes workers on
the Devon Valley farm, black pro-
fessionals and the Stelienbosch
and Guguletu RDP forums. It
hopes to finalise the selection of a
prineipal investor from within the
trade union movement.

Chris Swart, a DVDC
spokesman, said the consortium
hoped the SA Clothing and Textile
Workers’ Union (Sactwu) would
be the principal investor.

He said Sactwu had been iden-
tified because it was the largest
trade union in the Western Cape.

The union had also been
involved in several investment
initiatives aimed at black eco-
nomic empowerment, including
the bid for Anglo American’s 48
percent shares in Johnnie.

ers then we’d be interested,” he
said.

Devon Valley’s sale follows a
decision by Gilbeys in late 1994 to
relocate its production operations
in Steilenbosch to Gauteng and
KwaZulu-Natal.

The relocation of production
operations and the sale of its
farms -~ Kleine Zalze and Devon
Valley - raised the spectre of
retrenchment and unemployment
for farmworkers employed on
these farms.

To soften the blow, Gilbeys
established the Stellenbosch Busi-
ness and Learning Centre in 1995.

Since linking up with the gov-
ernment’s Local Business Service
Centre in October 1995, the centre
has offered support services to
existing and emerging small busi-
nesses, including business advice
and rental space at a nominal
rate.

It also provides tender depart-
ments of larger businesses with a
database of the small businesses
in Stellenbosch.

However, about 20 farmworker
families remained at Devon Val-
ley after Gilbeys shut its opera-
tions there.

With the possibility of the sale
of Devon Valley to a black con-
sortium in which they could have
a stake, these workers have estab-
lished the Devon Valley Workers’
Trust. ,

The sale of Devon Valley to the
DVDC will entitle workers to a 20-
percent stake in the farm. They
will provide the money for this
through settlement grants, of
about R15 000 a family, from the
Department of Land Affairs.

Steven Adams, a representa-
tive of the farmworkers’ trust,
explained that their 20-percent
stake would provide the families
with secure tenure and end the
uncertainty which the families
experienced after Gilbeys put the
farm up for sale,

“The important thing for us is
housing and that is why we are
part of the deal to buy the farm,”
he said.

“Only about 10 families moved
off the farm after Gilbeys stopped
its production. They could afford
to buy houses in Stellenbosch but
this is not an option for most of us.
The crime in Stellenbosch also

business development.

“The DVDC will maintain the
vineyards and the winery which
includes a cellar, wine shop and
wine-tasting facilities,” said Mr
Swart.

There are plans to establish a
guest house, conference facilities
and open a restaurant.

“The existing production facil-
ities will be used for warehousing
and small business development.”

e ——

Mr Swart said plans to do so
were ready to he activated once
Gilbeys” London shareholders
approved the purchase next week.

“The intention is to produce a
red wine aimed at the top end of
the market, with help from two
French chateaux, based in
France’s Bordegux area.” )

Devon Vailey's 24ha of vines
produce about 200 tons of grapes
a year. There are also contracts

manor house - several three and
four-bedroomed houses, and 37
farmworkers’ cottages.

The business plan which DVDC
has submitted to Gilbeys sets July
1997 as the target date for inte-
grating the winery, guest house,
restaurant, conference facility and
business centre elements of the
estate. ]

By November 1999, the ?wﬂ
batch of new upmarket red wine is

MAKING HISTORY: Howard Corkie, I
been driving the black consortium’s bid to buy Devon Valley,

wine estate in Steflenbosch.

Pictures: ANDREW INGRAM, The Argus.
teft, and Chris Swart have

a




N

AAW.E S3L4. .16 UNION WOLL, ad.e
possible investment in Devon Val-
‘ley at a meeting of the Cotton
Provident Fund this week.
“If it means empowering work-

I .t secures the purchase of
Devon Valley, the DVDC
intends retaining the wine-mak-
ing operations of the farm and
combining this with tourist and

exclude brand names being pro- .-

duced on the farm - Craighall-and -
Bertrams wines. Instead, the new
owners will have to develop a
new line of wines.

--an-Average:of 50-tons of grapes a
year. These contracts end in 2005.
Facilities on the farm include
Craighall -~ a two-storey thatched

supply:thezestate’s “winery--with -

" ’he Afrika Beverage Company,
South Africa’s first black-owned
wine distributor and wholesaler,
is likely to be included in the pro-
duction of the new wine,

WORKERS STAKE A CLAIM: Steven Adams, above, a repre-
sentative of the Devon Valley Workers' Trust, which was formed
to enable farmworker families living at Devon Valley to get a 20-
perceni share in the farm.

WAITING FOR NEW OWNERS: Craighall, left, the manor
house on the Devon Valley wine estate in Stellenbosch, may have

hlack owners for the first time

A black consortium is finalisin

the purchase of the estate from Gilbeys. ‘

n advertising campaigns here,

Pepsi offers cola drinkers

unmarked cups of its soft drink
and also Coca-Cola, and asks them
to choose the better one.

1t's called the Pepsi Challenge.
Pepsi wins. But in the real world
Pepsi has just lost in a big way.

Coke pulled off a huge business
coup this month by signing up its
archrival’'s sole bottler in
Venezuela,

But Pepsi, the longtime market
leader in the country, is organising
a comeback that mirrors ifs mar-
keting campaign, hoping its four-
to-one market share was based
not on market access but con-

Coke stokes the cola fi

res as Pepsi runs dry

Pepsi, whose sales were until recently four times higher than Coke’s in Venezuela, has had its market share destroyed U<, Coke’s signing-up

of its sole bottler in the country. But Pepsi has vowed to fight back, writes ED MCCULLOUGH of Sapa

sumer preference for its sweeter
taste.

“Look at this,” said Pepsi's
regional president, Alberto Uribe,
showing a reporter a letter from
university student Rommy del
Valle Maza.

It began: “Keep your spirits up,”
and ended: “We’ll wait for Pepsi
because I won't change.”

After six decades, Pepsi began
disappearing from Venezuelan
stores within days of the surprise
deal two weeks ago between Coca-
Cola and the bottling and delivery
company co-owned by Oswaldo
Cisneros.

Overnight Pepsi found itself

[
M I

with no way to bottle, deliver or
import its product.

In the $700-million (R3,15-hil-
lion) soft drink market, Pepsi had
garnered about $400 million
(R1,80-billion) annually in sales.
The market was out of reach with
the seratch of a pen.

Mr Uribe said it was a ques-
tion of how and when, not
whether, Pepsi would be back.

“We've already taken the main
decision - return to Venezuela,”
Mr Uribe said within day’s of
Coke’s coup.

The company is also pursuing
legal channels. _

Pepsi is preparing to make an

an indemnity claim for breaking a
contract without warning that may
top $100-million (R450-million).

The government's anti-trust
agency begins hearings this week
to determine whether the Coke-
Cisneros contract is legal.

But the damage has been done.
There are few local bottlers of
comparable size to Mr Cisheros’s
plants, and importing is too expen-
sive.

In short, Pepsi inherited Coke's
problems when Coke grabbed
Pepsi’s bottler.

Thousands of cases of Coke
were rolling off Mr Cisneros’s
assembly lines within hours of his

breaking a contract with Pepsi
that went back to 1939. The fran-
chise was the cornerstone of the
billion-dollar family fortune.

That same weekend, workers
painted over the Pepsi logos on
2 500 trucks that delivered Pepsi to
the far corners of this Caribbean
nation of 21 million people.

Mr Cisneros apparently came
to feel that Pepsi's success in
Venezuela was due in large mea-
sure to the efficiency of his com-
pany.

Coke agreed. and offered to buy
into his business, which Pepsi had
treated as only a franchise.

While Coke was ready to invest

-AP from Caracas.

3=

tens of millions of dollars, Pepsi
seemed to be content with sticking
to a contract that ran to 2003.

“Pepsi ... didn't pay proper
attention to the needs of their
partner,” said Tom Pirko, a New
York-based beverage market ana-
lyst.

“Cisneros was looking to grow.
Pepsi simply didn’t make the com-
mitment.”

Mr Uribe and Mr Cisneros give
different accounts of the breakup,
in particular on the issue of
whether Pepsi offered to buy out
its bottler.

But Pepsi never thought its con-
tract with Mr Cisneros was in dan-

N
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ger. A Coke deal was unthinkable:
Mr Cisneros had even been a
member of Mr Uribe's wedding
party.

But while the cola war has been
front-page news, most Venezue-
lans seem to be taking it all in
their stride.

Ricardo Vallenilla, a public
relations executive, said he
prefers Pepsi and stocked up on
the soft drink last week.

“I'm one of those who think
Coke is fine mixed with rum
rather than sipped by itself over
ice,” he said. :

But when his private stock runs
out “T'll drink Coke.”
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and LLEWELLYN JONES
Business Reporters

WINE and spirits have been
good business over the past
year, with KWV Investments
being one of the biggest bene-
ficiaries.

KWV Investments sources its
income from Stellenbosch
Farmers Winery (SFW) and the
Distillers Corporation with an
effeetive 30 percent holding in
both.

Yesterday KWV Investments
showed its distributable income
bubbling up just over 30 per-
cent to R3545 million in the
year to June, as SFW and Dis-
tillers turned in record perfor-
mances.

SFW chairman Jeff Malherbe

and Distillers

recently announced the group
had a net income of 78 percent
for the year ended June 30,
which he, in part, attributed to
an increase in market share
during a period of favourable
trading conditions.

In an interview, SFW chief
executive Frans Stroebel con-
firmed the good performance
and said a focus on 'increased
productivity had started to pay
off.

He added the performance
could have been even better if
it were not for ‘heavy stock
shortages.

SFW had benefited from the
weak rand, though products
were priced in dollars, and
huge overseas demand for
Sauvignon Blancs and Chardon-
nays could have contributed to

hit record hlghs

3 WING @

Focus on increased productwlty paying off

still higher trade, had stocks

been available.

Mr Stroebel said growth in
the domestic market, especial-
ly with an increase in tourism,
had also contributed to larger
local consumption of these
wines - affecting overseas
exports.

A relatively small percent-
age of the total wine harvest
was exported.

Less than 10 percent of annu-
al production of one billion
litres was exported.

Mr Stroebel said while SFW
was expecting an improvement
in its performance, it predicted
trade would become more dif-
ficult.

This was due to factors such
as a lack of implementation of
the government’s macro-eco-

ALl za\g |\
ff — Stroebel

nomie plan and rising erime.

He said huge fraud with
competitors not paying excise
also seriously affecterl SFW’s
potential performance.

Sales at Distillers rose 22,8
percent topping R1,53 billion,
while improvements in distrib-
ution and manufacturing saw
net profits gain 30 percent to
R140,6 million.

But the current financial year
might not be as rosy as the
economy slows and the deplet-
ed rand bares down on the
price of liguor imports.

Schalk Joubert, company sec-
retary at KWV Investments, was
optimistic.

“SFW and Distillers have
good products and trademarks
to see them through tough
times,” Mr Joubert said.
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CAPE TOWN — SA wine producers
are considering expansion and foreign
joint ventures to cope with continued
strong export demand.

annual reports released this

week both Stellenbosch Farmers’ Win-

ery and Distillers Corporation said fur-
ther growth was expected this year.

SFW gaid its export sales volumes

had grown 38% in volume over the past

year and was expected to show contin-

" ued growth for fruif juices and alco-

holic fruit beverages, as well as its tra-
ditional wine and spirit exports.

“In order to meet this expected in-
crease, SF'W will assess the potentia] of
Joint ventures with international part-

ners;,” SFW MD Frans Stroebel said.”, .
SFW was exporting to 50 countries, ©
with Germany the largest market, Ex-

ports to Africa had grown “significant-
ly”, mainly to Kenya and Zimbabwe.

Distillers MI} Jan Scannell gaid eit”
. ‘_by stock shortages. — Reuter. o

ports bad risen 22% in volume and 46%.

,lé@éféf exports

in"value to R84m over the past year, -
and this was expected to be maintained
in the coming year.

To meet increased demand the com-
pany had approved projects worth
R47min the coming year, mainly toim- -
prove efficiency and quality assurance.

But both. groups admitted that

keeping up with increased demand .

was being made difficult by the short-
age of natural and distilling wines.
Distillers chairman Boetie van Zyl,
said the shortages were restricting
growth in sales volumes. .
“The prerequisite for successfuli
competition in domestic and inter-}
national markets is steady and prompt!
supply of quality products, as well as!
maintaining the correct-balancs;Ba-t
tween price and quality,” he said. ‘
This called for joint planning by'thi
industry to ensure that the growing de-}
mand for SA wine was not jeopardivs:ed:

4
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Fruitful: Wine farmers are pleased by the crackdown on illeg

(AT

Although steps are being taken to curtail illegal liquor
imports and expotis, wine producers are still faced with the
problem of excessive excise duties, writes Lynda Loxton

EAVILY taxed at home,
South Africa’s wine pro-
ducers are increasingly
concerned about illegal
imports and exports of
spirits, which could be costing the
country about R9-hillion a year in lost
reverue, according to some estimates.

Stellenbosch Farmers Winery
(SFW) chairman Jeff Malherbe said
in his annual report this week that
this amount was more than “three
times the country’s current budget
for the Reconstruction and Develop-
ment Programme.

*Business looks to the government
to create a stable environment with
clear regulating policies within
which sustainable economic devel-
opment can take place. It is, there-
fore, gratifying to note the steps
taken by business and the govern-
ment to curtail this illegal action.”

He was referring to the new Cus-
toms Law Enforcement Group Cau-
cus, set up over the past year by busi-
ness and the government. But he was
less happy about developments on
excise duty and import tariffs.

He said the liquor industry had
always made “a substantial contri-
bution" to the fiscus through com-
pany taxes and excise duty, but was
this year once again hit by “exces-
sive” excise duty increases for wines
and alcoholic fruit beverages.

In his annual report, Distillers
chairman Boet van Zyl said that of
the cash value added by his group,
45% was used to pay excise duties.

“High levels of excise duties are
detrimental to all interest groups
and increases ... should be limited to
below the increase in the producer
price index to avoid upward pres-
sure on inflation,” he said.

SFW imports whisky and Mal-
herbe said he was concerned about
the delay in finalising import tariifs
in terms of obligations under the
World Trade Organisation. This was
creating uncertainty, which affected
long-term planning,

On the free trade agreement being
negotiated with the European Union,
Malherbe said that while SFW sup-
ported the principles of international
free trade, “the agreement should be

al liquor imports

Taxing time for;

PHOTO: HENNER FRANKENFELD

wineries
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unnecessary disruption of the local
industry and resultant job losses”.

Van Zyl said the import tariffs on
wine and spirits shouild be set in
such a way “to prevent the dumping
of subsidised foreign products in the
South African market, without dis-
rupting the market for normally
priced imported products”. -

SFW said its export sales had
grown by 38% in volume over the last
year and were expected to show con-
tinued growth. “In order to meet this
expected increase, SFW will assess
the potential of joint ventures with
international partners,” SFW manag-
ing director Frans Stroebel said.

He said SFW was now exporting to
B0 countries, with Germany the
largest market. Exports to Africa had
grown “significantly”, mainly to
Kenya and Zimbabwe. 2.

Distillers’ managing director, Jan
Scannell said exports had riseri 22%
in volume and 46% in value to R84-
million in the past year and this was
expected to be maintained in the
coming year. .

To meet overall increased demand,
Distillers had approved projects
worth R47-million in the ¢oming
year, mainly to improve efficiency
and quality assurance.
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KWV planis to transform itself from a
co-operative organisation into a -

company - placing shares in the = -

hands of its individual members,

Jonker, chairman of Ko-operatieve Wijn-
bouwersvereniging, at a special meeting
of wine farmers in Paarl today. ‘
Mr Jonker called on the KWV mem-
bership to start mobilising to ensure the
75 percent support required for the aceep-
tance of the proposal and action plan,
The 4 700 KWV members will vote
early.in December, with a view to imple-
- menting the restructuring after the annu-
al geniéral mieeting in April.
- Mr' Jonker said that over the past few

i, | YOATSEWV had regularly investigated
“l’i—tqfﬁ'@l R

“farmiers. . L

.. Hesaid that changing circumstances
‘ had contributed to the KWV board’s
This was announced by Lourens .

"members for approval before the end of

andevaluated the advisability of convert-
ing into a company, coupled with the
opportunity of unbundling assets to wine

being able to announce at this year’s
annual general meeting that it had
approved in principle a limited
unbundling of assets'dand that the final
details would be‘presented to a meeting of

the year.

A new public company, KWV Capital
Group and Capital Limited, would be
forthed to serve asa holding company for
the transformed KWV and.its sub-
sidiaries, Mr Jonker told the wine farm-
ers.
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Samantha Sharpe
CAPE TOWN — KWV has unveiled
plans to transform the grape and wine-
producing co-operative into a public
company, 2 move which would resultin
an unbundling of all its assets for dis-
tribution to member farmers.

The proposals, which follow mount-
ing pressure by the wine industry to
move towards a company-based sys-
tem, will be put to the membership in
December for a decision, with 75% ap-
proval required before implementation
in April next year.

Speaking at a special general meet-
ing of 700 farmers yesterday,
chairman Lourens Jonker gaid the ac-
tion plan centred around the creation
of a new public company, KWV Group
Limited, which would serve as the
holding company for!the transformed
KWV and its subsidiaries.

Jonker declined to comment on the.
new company’s market value, saying it

was unlikely that it would be listed o

the JSE in the ‘short’ term. -H¢ said

| while the KWV'board had approved in

principle a limited unbundling of as-
sets to farmers atithis year’s "annual

«general - meeting . Fehvironmental - members.” w0

re since necessitated that ;
‘board. makes"further, far-
| reaching and compreliénsive decisions.

charnges have.
sthe KWV

. S“Accordingly, -EWV .
transformed into a company and for all

practical purposes the total assets are -

‘apportioned and unbundled to wine
farmers, with certain provisos.” .

* Current KWV members would ac-
quire shares in the public company

proportional to their contribution to .

the co-operative’s pool over the past 15

siorme
(Z)wine pbiofio[qh

/
-ompany

~ig-tovbe fully .

years, which could then grow in value,
Shares in a co-operative retain only
their nominal value, a bone of con-
tention among co-operative members.
Profit distribution within KWV

"would then shift from the current sit-

uation where income is shared in ac-
cordance with the business transacted
through the pool to one based on un-
derlying shareholding, he said.

“By transferring KWV into a com-
pany and giving members shares in
KWV group ... a more acceptable and
just basis is Jaid for future distribution
of these profits among shareholders.”

On the provisos for unbundling,
Jonker said these included the setting
aside of 10% of the newly formed com-
pany’s assets — 5% of which would go
towards the establishment of a devel-
opment trust to implement reconstruc-
tion.and development gosls. The other
5% would be setaside for acquisition by
KWV employees:

‘Sapa reports that Jonker said: “This |
is an urgent and essential restructur-

"ing and repogitioning in the SA® wine

industry, so as to serve the wine-farm-
ers effectively. The amg is to place the
ghdres in;the hands of the individual.

Investment holding company KWV
Investments, a JSE-listed, company,
would be unaffected by the restructur-
ing, he said. -

“In its annual report KWV said SA
natural wine products continued to
gain international market share, with
Tocal wines exceeding expectations last
year. MD Willem Barnard said export
sales had increased 208% in the two
years to last year from 2,5-million cas-
e8in 1993,
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“to unbundle
" assets to

members
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‘Paarllg——' KWV the wine farmers’

¢o-operative, plans a limited
unbundling of its assets to mem-
bers. This involves well over
Rl billion, KWV chairman
Lourens Jonker said yesterday

At a ineeting of more than 700
farmers yesterday, Jonker sald
the co-operative organisation
would be transformed into an
unlisted public company next
year. ‘ N

KWV Croup Limited would be
actablished on April 30 if mem-
bers.agreed, he said.

He hailed the move as the
‘most “important and decisive” .
for the South African wine indus-
try and farimers since the co-
operative was established in1918. | .

| | The company was not plan-
ning to list because ithad no need
to go to the market for capital.
KWV Group’s interests would in-
clude 100 percent ownership of
KWV International, its export
arm; a 25 percent stake in Ceres
Fruit Juices, which is controlled |
by South African Breweries; and | <
a 52,2 percent holding in EWvVIn- | -
vestments. KWV Investments in-
cludes 30 percent stakes in both
Distiliers Corporation and Stel-
lenbosch Farmers’ Winery.

In the new KWV Group hold-
ing company 400 million “A” class | *
shares would be issued to co-
operative members. The issuing
of the shares would be deter- §
mined by the co-pperative mem- .
bers’ relationship with KWV.
This would be based on contribu-
tion to the distilling wine pool.

‘In addition, a new farmers’ co-

. operative, KWV Co-operative
' Limited, wouldbe established to
" continue current pperations.
“Members will receive “B" class
chaves which have no asset value
if. the arrangement is approved. |
The voting shares would be used | <
by farmers to retain ‘¢éontrol of
KWV Group and its subsidiaries. .

Veas s
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KWV has announced plans to urgently
restructure the organisation and
reposition it in the South African wine
Aindusiry.

KWV chairman Lourens Jonker said at
. aspecial meeting attended by more than
" 2000 people in the Paarl town hall yester-
day that it was intended that the organisa-
tion be totally transformed with shares
falling in the hands of individual members.
.- The support of at least 75 percent of
. members to ensure acceptance of the plan.
" Hesaid members would vote on the
restructuring early in December with a

Wine farmers wil

view to implementing the plan it after an
anmual general meeting in April next year.

The idea is to form a new public compa-
ny, KWV Group Limited, to serve as the
holding company for the transformed
KWV (private company) and its sub-
sidiaries.

Mr Jonker said. in terms of the new
plan, KWV would conduct its business
fuily in company form and KWV Group
Limited would hold all shares in the trans-
formed KWV. ,

A new co-operative, KWV Co-operative
Limited, would by means of a “Class B
share” have a majority vote to retain con-
trol by wine farmers over the KWV Group
and its subsidiaries.

| retain conjrol

wINE
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The co-operative would have no assets,
he said, and the shares would carry no

value or any profit sharing, but only a vote. -

Mr Jonker said shares in a co-operative
retained only their nominal value and
members of KWV would acquire shares in
a public company which, in due course,
would increase in value.

By transforming KWV into a company
and giving members shares in KWV
Group Limited (proportional to their busi-
ness relationship over the past 15 years), a
more acceptable and just basis was Iaid for
future distribution of profits among share-
holders, Mr Jonker said.

And, as a company, KWV would be bet-
ter positioned to build capital and the sta-

company and place shares in the hands of am,m‘,amz&ma

B mo<ﬂsr%
Time for change: wine farmers pack the Paarl town hall io listen to the proposal by KWV to form a
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Jonker

tits would provide KWV with a better mar-
keting profile.

While all KWV members would obtain
shares in KWV Co-operative Limited, he
said only members of KWV with a client
relationship in the organisation would be
able to obtain shares in KWV Group Limit-
ed. “Control of KWV must remain in the
hands ofthe wine farmers.”

Mr Jonker said the transformatien
scheme would ensure that KWV survived
in the interest of and under control of the
wine farmers in the long-termifo the opti-
mal benefit of the entire wine Industry. .

The. scheme would also ensure that no

" single shareholder would beable to take

over control of KWV Group Limited.
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THE world i is buying South African
wines at an increasing rate in the face
of fierce international compefition,
contributing greatly to the country’s
foreign exchange edrnings.

.The lucrative wine. markets of the
United Kingdom-and Europe, which
were closed to South Africa during the
apartheid years, opened up for local
wine exporters after the ¢ ange f 2gv-
emmént in 1994. 4 & 11D {4

Since then sales of outh Africa’s
wines have flourished and last year
reached record levels.

KWYV expects wine exports this
year to exceed last year’s by at least
9,6 million cases.

.The country’s wines are now bemg
sold in- 50 countries. They are.on
prominent display in chain stores

wines selhng well

throughout the UX and parts of Europe
and are available in thousands of hotels
and restaurants?@&.gjt’q/]

Foreign exchange earnings last year
amounted to R500 million. This year

the figure is expected to reach R800
million, KWV according to general

-manager Mr Kobus-van Niekerk,

Other industry sources claim the
figure should be in excess of R1 billion
by the turn of the century.

And wine farmers’ earnings are ris-
ing to record levels. Their gross
income last year was R963;2 million
and the expectation is it will rise to
R1,250 billion: in 1997,

Van Niekerk says the only factor
limiting even speedier growth in inter-
national sales is a shortage of the “big
six"” noble wine varieties - Chardonay,
Sanvignon Blanc, Pinotage, Cabernet
Savvignon, Shiraz and Meriot.




Distll

Marc HasenFuss

CAPE EDITOR

Cape Town — Distillers Corpo-
ration, which is 60 percent held
by Remhrandt and 20 percent by
South African Breweries, is set
for another year of solid growth
despite the shortage in the sup-
ply of natural and distilling
wines.

Jan Scannel, the managing
director of Distillers, said at the
group’s annual general meeting
in Stellenbosch yesterday that

the shortage would last for a few

lers still in %@Oo._

years. But he emphasised this

“would not hamper Distillers’

earnings growth in the year
ahead.

“Our earnings coniribution
from wine is not that material
(below 20 percent), and the
shortage won't hit the company
that badly” he said.

Scannel said that a shortage
of “products of the vine” was
having a detrimental effect on
production. A reliable and con-
tinuous supply of natural and
distilling wines demanded joint
planning with producers.

-\ Em ment m eryo
trying to get. their - hands on the
stock that is available,” he said,

Distillers is also in line for -

- another mﬁobmbwwoﬁ perfor-

mance this year. after increas-
ing foreign sales 46 umunmuﬁ to’
R84 million last year.

But Scannel said mxuoz
growth was being limited by the -
stock shortage as preference had
to be given to the local market,

He believed the company
could still increase mxuozm to
9 percent of Euaoﬁn in the
year ahead.

m _m_m

“break into the spirits market
. overseas. So far our Amarula
. Cream has fonnd strong accep-
" _tance overseas,” he said,

b E&.m

- “Our _
depend on 8 SEW extentwecan

Regarding the recenily EJ
nEwmn Dev, %W n -Valley ﬂ.w:owmm Y

TR S

mm of
Sparkling Wines.

“We have a major share in
the sparkling wine industry and
are looking for a vehicle to
house our trademarks,” said
Scannel. B
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meet d,,g,m
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AUDREY b’ ANGELO

Cape Town— The Stellenbosch
Farmers Winery Group (SFW)
cannot meet the heavy demand
for its exports, and is having to
import red wine and grape juice
to supply the markets it is devel-
oping in other African countries,
said Frans Stroebel, the group’s
managing director.

He said the group “could easi-
1y double our exports if we had
the quantities available”..

SFW, which lifted earnings by
77,8 percent in the year to June 30,
had been hit by unreasonably high
import duties on its exports to the
Eurcpean Union, he said.

It was also affected by iliegal
imports of spirits, which, be-
cause no customs duty had been
paid on them, were being sold at
unrealistically low prices locally.

Jeff* Malherbe, the group’s
chairman, said that the illicit
trade of spirits was a major con-
cern, resulting in the loss of
R9billion in unpaid duties a year

Malherbe said the liquor in-
dustry had voluntarily con-
fributed Ri million towards the
cost of investigating the evasion
of excise duty.

He said SFW cautiously wel-
comed negotiations in progress
with the EU for a free trade
agreement and a wine and spirit
agreement.

“SFW endorses the principle
of international free trade, but
this should avoid unnecessary
disruptions to the local industry
or negatively affect the employ-
ment situation. Hidden subsidis-

"Hl?’%}

mporting to

d for its exports
3 JWINE = )

FLOURISHING MARKETS Frans Stroebel, the managingdi-

rector of the Stellenbosch Farmers Winery group, enjoys one of

his own red wines

ation, which often occurs in other
countries, must also be taken into
consideration.”

He said SFW exported to 50
countries, with Germany as its
largest market.

Stroebel said the playing field

PHOTO- ANDREW BROWN

was not level as far as exports of
spirits to the EU were concerned.
The South African duty on im-
porteg. spirits was R14 a case but
the ‘duty charged on South
African spirits entering the EU
was R48.




KWV’s announcement last week
that it plans to- transform the
grape and wine producing co-
operative into a public company
put it on centre stage. The move
follows other, earlier initiatives by

ducer Kolosus.and fruit and veg-
etable cannery Langeberg, all of
tawhich have endured the some-
' times painfu] conversion from co-
“bperative to private company.
KWV  chairman Lourens
Jonker says the unbundling of the
organisation’s assets for distribu-
tion to member farmers is clearly
an urgent and essential restruc-
-+ turing and repositioning of the SA
' wine industry in a bid to serve
wine farmers effectively.
Jonker says.the move will place
“ghares in the hands of individual
. co-operative members, and these
can then grow in value. Shares in
co-operative retain only a nom-
inal value, leaving no room for
capital growth. It translates zlso
into a more equitable basis for fu-
ture distribution of profits among

dairy -group Bonmita, meat -pro--

as it prepares for global competition, reports Samantha Sharpe from Cape Town Tﬂ

shareholders, while putting the
company in a better position to
build capital-and market itself in-
ternationally, he says. Experience
shows that co-operatives, as an
ownership form, carry negative
connotations in the international
marketing environment.

Analysts agree that co-opera-

tives may start the road to priva-
tisation as inefficient entities, but
through cost-cutting and the de-
mands of the free market can be-
tome lean, which translates into
considerable rationalisation bene-
fits for shareholders.

Bonnita MD Louis du Plessis
says the reasons for the dairy co-
operative’s restructuring in June
1992 and subsequent listing in
1294 were to unlock the value of
assets fo co-op members and cre-
ate a structure to attract perma-
nent capital. -

The group has evidently sue-

ceeded ow both counts. Premier
pumped R100m into it in 1993
when it took a 39% stake, its first

.. step on the road to a final 61%

shareholding in the Cape-based
company.

With the backing of its parent,
the group has been able to grow its
asset base dramatically. It recent-
Iy bought the Zambian national

‘dairy produce board’s large pro-

duction facilities in Lusaka, Kitwe
and Mazabuka and increased its
net asset value a share t0198,8cin
1995 from 139,8¢in 1993.
Weighted average headline
earnings a share soared 27,6% to
28,7c in the year to April, com-
pared with 9,56¢in 1993. Return on
shareholders’ funds was 15,4% at
the end of financial 1996, com-
pared with 6,9% before the listing.
However, the smaller KWV co-
operative members and wine
farmers might have legitimate

New-look KWV has only faint wheeltracks to

Wk

The agricultural sector, often assumed to be economically conservative, is forging ahead with restructuring

fears that real wealth will remain
in the hands of the larger wine
farmers, despite their co-opera-
tive’s transformation to a private
company.

For independent farmers, such
concerns are prompted by the fact
that, unlike companies such as
Bonnita and Kolosus, there ap-
pears to be no immediate inten-
tion for KWV to seek a JSE listing.

About 4 300 shareholders own
0,5% of Bonnita’s share capital,
compared with the 75,6% owned
by 11 major shareholders. Du
Plessis says the group’s share-
holding was originally distributed
among members based on the ex-
tent to which they had done busi-
ness with the co-operative. The ac-
cumulation of wealth and growth
in capital to individual sharehold-
ers is thus reflected on a pro-rata
basis from that date, he says.

For KWV members, the alloca-
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tion of shares based on business
conducted through the co-opera-
tive points to a bigger share of the
pie for larger players, without the
benefits of a JSE listing and a free
market through which to trade.

Independent wine farmer Mor-
timer Lee says concerns about re-
structuring centre on the fact that
shares to KWV members can only
be traded among fellow wine
farmers, effectively undervaluing
their true worth, and by the fact
that the pooling system for deter-
mining income and price will con-
tinue as before,

“However, I trust that this is
seen by KWV as a first step and
that the rest — the inevitable Jist-
ing of the organisation — is taken
as a fait accompli . .. The mem-
bers must be the ultimate bene-
ficiaries,” Lee says.

Meanwhile, while Bonnita
might offer a strong example of

| o




A new research institute aims
fo make South African wines
the toast of the world, writes
Lesley Cowliing

P, ROFESSOR Sakkie Pretorius

i and his family had started
¥ packing, getting ready to
move across the world. He'd
been offered a dream job —
head of a big research institute in New
Zealand, where he would have the
staff and resources to work in his field,
microbiology. But it meant leaving
Stellenbosch and friends and family in
South Africa.

Then the wine industry finalised a
plan that had been in the pipeline for
months and decided to fund a wine
research institute. It would be at Stel-
lenbosch University, and they wanted
Pretorius to run it.

Pretorius still smiles and shakes his
head as he remembers the last-
minute change in plans and how his
life and his family's suddenly turned
around.

Any regrets he may have had about
the New Zealand job have been over-
taken by his excitement at the new
project, his plans for the new building
and the good news that the Depart-
ment of Trade and Industry will match
part of the wine industry’s R5-million
contribution.

But his story illus-
trates the importance
of industry-academic
co-operation in South
Africa’s science and
technology sector: it
allows for research
opportunities that
have, until recently,
been rare.

The goals for the
Institute of Wine Biotechnology are
fairly simple: a growth in foreign eam-
ings from wine and an increase in
income and jobs in rural wine com-
munities. It will also tackle problems
that come up for producers, wine-
makers and wholesalers.

But achieving those goals takes
sophisticated methods. Wine, despite
its romantic image of vats and vine-
yards, is as technological as the next
industry. And wine industries all over
the world compete for a slice of the
market and have to be abreast of the
latest wine-drinking fashions.

Pretorius says that South Africa is

guked 20th in the world in terms of

Wine, despite its
romantic image
of vats and
vineyards, is as
technological as
the next industry

hectares under grapevine, but ranked
about eighth in terms of its products.
This is a good position, but holding on
to it will take work.

It starts with the vineyards: culti-
vating the right sorts of grapes, keep-
ing pesticide levels down and develop-
ing agricultural methods. When its
time for wine-making, you're into the
science of enzymes and yeasts — an
area Pretorius, as a world leader in
microbiology, understands.

"In France, it is very fashionable to
have spontaneous fermentation,” he
says. That's when wine-makers allow
the yeasts already on the grapes to
determine what kind of wine will

develop. It gives the wine a complex

character, because it has grown from
a combination of many yeasts.

Most countries, however, go for one
particular yeast. This means removing
all yeasts already in the grapes and
replacing them with one the wine-
makers know and understand.
Although this makes for a simpler
wine, it has some advantages — its

predictability. Wine-drinkers know -

pretty much what they're going to get
and some like familiarity (as the popu-
larity of champagnes like Moét et
Chandon shows).

Pretorius says the South African
wine industry has decided on a mid-
dle way — not spontanecus fermenta-

tion, but using a combination of }

yeasts to get some complexity. The
work of the wine institute
will experiment with yeast
combinations.

South Africa does wellin
middle-range wines, but
doesn’t really compete
internationally when it
comes {o top-class wines.
This is another area for
i development, Pretorius

says, as the high-quality
wine market is very lucrative and
would generate far more foreign
income,

Another area that is important is
acidity: Pretorius says South African
wines don't have the right acidity
and, like many other countries, adds
D-malic actid to adjust the wines.
This was used as an excuse, one
year, to take South African wines off
European shelves, until South
African wine-makers pointed out to
the European Union that many other
wines with D-malic acid were being
sold from other countries. The EU
relented.

Pretorius says the problem arose

m-rer 2s —%\\ao\q 5

Sakkie Pretorius: Heading the Institute of Wine Biotechnology

from competitors in Germany, wor-
ried about the inroads South African
wines were making into their mar-
kets. But it is important to head such
problems off by knowing the technol-
ogy (hoth here and internationally) so
well that you can argue your case, he
s5ays.

The institute will collaborate with
Elsenburg Agricultural College and
the Nietvoorbij Insitute for Viticul-
ture and Oenology and also with
international counierparts. Stu-
dents will be sent to an institution in
Adelaide, Australia — “collaborating
with the competition™, Pretorius
calls it — to learn from the success-

up.

ful Australian experience with wine.

The Australians very cleverly
decided to focus on Chardonnay,
which has become a very popular
wine in consumer countries. But
they di¢t well in other wines, too, and
last year outdid South Africa in &
wine competition. winning eight out
of 11 categories — this despite being
a relative newcomer to wine-making.

This showed that South Africa’s
wine-makers can no longer rest on
their laurels. Tradition is nol the
most vital ingredient for good wines
— knowledge is. This new initiativc
wilt hopefully help South Africa catch




Bigmoney
flowsinto
research pot

Lesley Gowfing

. EHE Institute of Wine Biotech-

A I nology grew out of a new initia- .
.M _tive called the Technology and . ;
Humian Resources, for-Industry Pro-

. gramme (Thrip), which.is. adminis-

i tered by the' Foundation for Research

\.Development (FRD).. - .~ =
. .- The programme brings together -
¢ industry, academic research and
! government in projects designed to
_ servenational interests, .
_The way it works is this: if industry
puts money into a Thrip-approved -
- | Project, the Departinent of Trade and
. l Industry matches the grants by
I _putting is ot least 50 cents for evéry-
e rénd invested by the companies.
In some cases, the department will
match the funding on a one-to-one
 besis. For example, in projects where
.there are five or more students; the
department will match the industry
i ‘grant if more than half are black or
female, ..
.. -Projects are jointly managed by .
the académic and industrial part-

OIS, o e
v Apart £ romi-the. Wine Biotechnoi-

- 0gy Institute, Thrip funds about 78 ‘
projects; involving 56 companigg,
Two of the bigger projects are the

- Catalysis Research Unit at the Uni-
versity of Cape Town and the Sasol.,
Separation Technology Unit at "
Potchefstroom. . . . L
- -During - 1995, the Catalysis
‘Research Unit under Professor Cyxil
O'Connor received joint funding of
about R1,6-million. The funding
came from the Department of Trade
and Industry, companies. AECI,

.; Sastech g_nd;sent_rgghgm and the $
| FRD ST . Ll R}

i-z=:Fhe Sasol Separation 'Technoloﬁ .
Centre under Professor. Piet.Steyn

. received funditig to the value of R1S.

1, million through the ‘Thrip initiative.

v - In 1995, funding from industyy for
Thrip. projects totalled R10,9-mil-

- lion, while the department’s contri-

I bUti.On.W@s-Rﬁ»ermﬂlidn-f .. .

. Says Dr Tjaart van der Walt, FRD
Director. responsible. for Thrip:

| “Thrip has tremendous. growth

' potential. Compared with a budget of

| R17:million -in- 1995, . the pro-

|- gramme’s size is projected to exceed
the R50-million mark in 1996, We

:are almifig at-a-R250.
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Exports drain lo

FraNCOISE BOTHA

Cape Town — Shortages of
South African wine have re-
< sulted in local consumers
being left with everyday drink-
ing blends that include up to
45 percent imported wine,
liquor industry sources said
yesterday,
The shortage, particularly

of red wine, has resulted from -

a combination of higher do-
mestic consumption, export
demand and shortages of cer-
tain varieties, ‘

Some of the wine indus-
try’s wholesaler producers, in-
cluding Stellenboschi. Farmers’

. Winery and Distillers’ Corpo-
~ ration, have been forced to im-
port wine from Chile and Ar-
gentina to service their export
markets or flesh out local high
volume blends.

A lquor industry source es-
timated that bulk wine imports
could be as high as 30 million
litres this year.

South African wine exports
last year climbed to 69,3 mil-
lion litres.

Jannie Retief, the chairman
of the South African Wine and
Spirit Exporters’ Association,
said good wine exports were
likely to show growth of at
least 35 percent this year. The
good wine exports included
wine in bottle or bulk contain-
&1, but exclude wine intended
for distilling purposes.

* The source said: “Those co-

ops that were supplying at
around R3 a litre are now get-
ting about R5 on the export
market.

“All of the deals in the past
were done on-a handshake, so
some of the wholesaler produc-
ers have been caught short,” he
said.

Ian Schietekat, a
spokesman for Distillers’ Cor-
poration, confirmed that the
company had included wines
imported from Argentina in its
Taverna and Cellarcask Johan-
nisberger red blends,

“By far the biggest percent-
age is local wine, Unfortunate-
ly I cannot say how much of
the imported wine makes up
the blend because it varies. We
blend for high quality consis.
tency so that the taste does not
vary much between batches,”
he said, ‘

The source said imports
had also interrupted supply to
liquor retailers because some
producers had been forced to
redesign their packaging to ac-
count for the imported compo-
nent, .
Wouter Pienaar, the cellar-
master with Stelienbosch
Farmers’ Winery, said yester-
day that while the producing
wholesaler had imported wine
from Argentina, this was used
exclusively for exports into
Africa.

Pienaar said that despite
the company’s shortage in
terms of its total require-

eryday blends have up to 45% imported content

cal wines

D IvOINE

ments, none of the imported
wines had found their way into
the well-known box wine
brands, which include Autumn
Harvest, Rellerprinz, Over-
meer and Tassenberg,

Speaking about the short-
age, Pienaar said: “I do not
know what will happen in the
future, but at this stage we can
survive, It all depends on what
the harvest is like and what we
can purchase.”

The shortage includes key
red varieties like Pinotage,
which is hardly used in high
volume blends anymore, and
Cinsaut,

Because international de-
mand for Pinotage, the coun-
try’s only locally developed va-
riety, had increased, most of
the wine had been used for bot.
tled wine exports, Older vine.
yards of Cinsaut, which for
many years had been the back-
bone of “cheap and cheerful”
blends, were being puiled out
and replaced by varieties like
Merlot, which fetched higher

-prices. But it would still take a

few years before the new vine-
yards come into quality pro-
duction.

Graham Banks, the winery
manager for Boland Wine and
Brandy, said the company had
imported 3,5 miltion litres of
dry white wine from Argenti-
na. He said the wines had been
clearly labelled as being pro-
duce of Argentina, packaged
in South Africa,

I
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lead to control of 4 minimum
20 m1111on litrés of wine a year
““The"formation of thie new
compan fellenbosch Vine-
‘yards, descrlbed ‘a aj“pmneermg
exercise" for” th' mdustry began
with the restructurmg of the four
o-operatwes Ap 115 Imtla]ly

- the mergéd’ venture'formed by

Eesterivier, Bottelary; De'Helder:*
berg and Welmoed was known as
the Stellenbosch Wlne Exchange :
“Johan’ Carinus, chairman of
Stellenbosch Vineyards said yes-
terday’ the producers would
.account for. 32 00p° tons of! grapes ‘
producing - wine worth over’
R40 million.. ‘
VTt Was poss1ble the. tonnage

' . and value of - -production could

grow substantially, Carm aid.

company but it is still 00 e4rly to
tell, We_ are stﬂl €ngaged:i -

f‘a diream for, most Ste]len.
f wine Droducers, to restru
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Disease puts pressure

FRANCOISE BOTHA

Johannesburg - Late and abnor-
mally high rainfall in the West-
ern Cape has caused widespread
outbreaks of downy mildew — a
disease that could reduce the
grape harvest and put further
pressure on wine shortages,

Larry Jacobs, owner of Mul-
derbosch wine farm, said last
week: “If a farmer says he has
not got downy mildew, he has not
been into his vineyard.”

Mike Dobrovic, the winemak-
er on the farm, said: “Everybody
has got it. I have seen it in every
vineyard that I have been into.”

Although it was generally too
early to know what the extent of
the damage would be, Dobrovic
said that Mulderbosch had al-
ready lost one vineyard block of
cabernet. “There wiil definitely
be vineyards in Stellenbosch that
are going to have lower produc-
tion, especially from the lower
blocks which stay wetter longer,”
hesaid.

' Wine farmers in Stellenbosch
and Paarl confirmed that their
vineyards had been hit by the
disease; with a handfid reporting
losses. Bt most agreed that the
level and frequency of rainfall
over the next few weeks would

OH

determme@é extent of the

damage.

Dobrovic said that the dis-
ease, coupled with the liberalisa-
tion of minimurm grape-price leg-
islation earlier this year, was
likely to push grape prices up.

“There is such a shortage of
grapes anyway that grape prices
are skyrocketing. Spme farmers
are getting 45 percent more than
they were two years ago and in
exceptional circumstances it is
between 100-:and 200 percent.”

André ‘van Rensburg,the
winemaker at Stellenzich, said:
“Because last year was also quite
bad, we were expectmg it ... and

€
m&p

harveﬁ
er(wR) 26 itlgk

most farmers used systemic
sprays. But a lot that are using
(contact chemicals) have given up
because it just gets washed off.”

Jan Booysen, the manager of
consultation services at the KWV,
said: “At this stage there is almost
no loss, but we will be in a better
position to evaluate it in two
weeks’ time,

“The harvest may be the same
as or slightly beiter than last
vear. If it remains relatively cool,
we could expect a quality vear.”

Because of the late rains and
cool conditions, the harvest was
likely to start about three weeks
later than normal, Booysen said.




for an mterd1ct to dela the process. -

, bershave already approved thé change.

“Broaden access to the wine mdustry ‘and to
KWV The conversio and restructurmg

Would mean KWV could conclide joint |;
shlps, interms of
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The new group will still be the mouthpiece of the wine farmer

KWV cony

MaRc HASENFUSS

CAP E EDITOR

Cape Town — KWV, the South
African wine farming co-opera-
tive, will convert to a company at
the end of April next year after
its 4 751 members voted in favour
of the change in a special ballot
held in various wine districts last
week.

Lourens Jonker, the chairman
of KWV, said at the weekend the
move was the “most imporiant
and determining matter affecting
the local wine farmer since the

estabhshment of WV in 1918”.

He said anew public company
would be established, KWV
Group, which would serve as the
holding company for the
transformed KWV and its
subsidiaries.

KWV said that the result of
the vote was 83,8 percent in
favour of converting to a compa-
ny, which was considerably more
than the 75 percent support
required by the co-operative’s
statute. A mere 0,35 percent of
members who voted were against
forming a company.

erts EO
T(#hr)a]1319

The bhallot followed Jonker’s
presentation of the transforma-
tion scheme at a special mass
meeting in Paarl two months
ago.

Jonker said the positive result
of the ballot came as no surprise.
“The industry already demon-
strated its solidarity and enthusi-
astic support at the mass meeting
in October.”

He emphasised that all KWV's
existing responsibilities to the
industry, like administration and
stabilisation, would remain in
place and that the new company

company

3 WINE

would remain the mouthpiece of
the wine farmer.

KWV has decided to keep the
base price for good-wine and distill-
ing wine unchanged at 73c a litre.

The base price is subject to
approval by Derek Hanekom, the
minister of agriculture, and has
been determined according to a
system of consensus operating
since last year.

KWV cautioned that prices
could be adjusted upwards on
market forces since favourable
market conditions were predict-
ed for next year.

COMPAN
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Cape wine company
wins President’s award

R
for export achievel

Busmess REPORTER

Cape company The Natural
Corporation has been named South
Africa’s Export Trading House of the
Year in the President’s Award for
Export Achievement - an annnal
competition sponsored by the
Department of Trade and Industry.
Started by brothers Gary and André
Shearer in 1990 with the aim of exporting
fine South African
wines to markets

around theworld, A @wﬁu&ﬁnu.@wsu.hn attitude M.q e e w\ m nd
the company’s - - rgus ape
ssmcgcwogwmwmm in Qmm .wﬁgas \.—..\.T umunﬁw Chamber of Com-
mﬁﬂﬁmm. Ssmwmm wine uﬁ&g.wnﬂuy 1S mewﬂ wﬁw wwmmpmm
quality is paying . .

off. And that  Seriously hampering Yearcompetition.
applies to both its 4 18 atura
products and busi- progress Corporation oper-
ness partner sec- ates in the US,
tors. Canada, Germany, -

Managing director Gary Shearer says
The Natural Corporation entered the
market with the belief that South African

wines were the most wonderful products -
. torepresent the company and open doors
- infuture.

Following a casual for wine from Ger-
many in 1990, the idea was born to
export. They visited the winelands and
soon landed export deals with some of
the country’s finest estates, including
Cabriere, Kanonkop, Buitenverwacht-
ing, Mulderbosch, Thelema, Blaauwklip-
pen and Landskroon.

A recent addition to their top quality
portfolio is Veenwouden private cellar in
Paarl.

In the volume sector of the business,

JWINE
/ wms
the company boasts its own successful
Kronendal and Cape Indaba brands.

In addition, Swartland Winery has
appointed The Natural Corporation as
its agent in Canada and the US.

The Shearer brothers, one of whom
was in the overseas fashion industry and
the other in the local computer business,
predict that they will go from strength to
strength,

Turnover increased by 155 percent in
1993/94 and by 80 percent in 1995/96.

The company
was a finalist in the

Scandinavia and the United Kingdom at
the moment.

André says winning the President’s
Award for Export Achievement has
shown that smaller companies can
achieve good export results, especially
considering that the wine industry has
been subject to domination and closed
mindedness.

“This has given us a slice of credibili-
ty. We need more companies to strive to
achieve results in the right areas — not
just selling to the first buyer, but trying
tobuild up a reputation.

“Wine is an ambassador, not just a
commodity. You sell the country and all
that is associated with the country. It is
tourism, it is pelitical, it is everything.

ESANN DE KOCK

Winners: Andre and Gary Shearer of The Natural Corporation with the President’s Award for Export

Achievement

Everyone is fascinated by wine. -
“Therefore it is also essential for the
Government to provide support and
access to promotional aspects of wine
export and marketing,” he said.
South Africa has some of the best
quality wines in the world, the Shearers

believe, but production problems and the
protectionist attitude of the industry are
seriously hampering progress.

Calling for cohesiveness and true
unity in the industry, they warn that
wine farmers should not think that the
world is there for the taking.
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LOCAL PRICES SET TO SOAR

You'll whine as you

NE lovers be warned: five years
from now you could be paying
more than R100 for an ordinary

bottle of wine because there simply isn't
enough to go around.

One of the main reasons for having to
cough up for your favourite wine is the ten-
fold increase in export figures from a mere
855 000 cases in 1990 to a staggering 8,2 mil-
lion cases last year.

But foreign markets are not solely to
blame: local wine sales increased by eight per-
cent in 1994 and a further 6,4% in 1995,
there has also been an influx of tourists keen
to taste the best local vintages.

“In the past we could negotiate a better
price, but now the farmer dictates it,” said Mr
Darron Swersky, marketing director of Piccar-
di Rebel, “They know there is a shottage and
they don't need to discount.”

A KWV international report predicts that
10 million cases will be exported this year.
National expost figures rose by 208% from
1993 to 1995 alorie. ] ;

The United Kingdom is the higgest con-
sumer, faking 47%, followed by Germany,
the Netherlands and Canada.

“There is huge demand from overseas.
Sincef§futh Africa became the flavour of the
montk’there hes been much more exposure
and we-are now selling to a market not open
before,” Swersky said.

The high quality of South African wine
and the weak rand had made the wine a “real
bargain” for overseas buyers.

"But the local market is suffering in a big
way. The smaller ‘boutique’ farms don’t have
the capacity and quantity to supply both mar-
kets, and as a 1ot gets exported, thereisa
shortage here,” Swersky said.

Swersky said South Africa was importing
wine from South America and Eastern

intermnational levels. LISA IE

~envinab

A TENFOLD Increase in wine exports, growing local con-
sumption and the weak rand are pushing up local prices to

MPLETON reports.

Europe to make up for the shortage of red
wine.

Mr Martin Moore, the winemaker at Groot
Constantia, which exports 36% of its stock,
said It was necessary for farmers to export
wines to offset the huge costs involved in
buying winemaking equipment, most of
which is imported.

Mr Alwyn van Wyk, manager of Vaughan
Johnson’s Wine Shop at the Waterfront, said
he had been reduced to selling current vin-
tages ('93 and '94 reds and '96 whites} —

“But the local market is

- suffering in a big way. The
smaller ‘boutique’ farms don’t
have the capacity and
quantity to supply both
markets, and as a lot gets
exported, there is a shortage
here” \

W

a plight shared by some of Cape Town's top
ecateries,

“There just isn't the stock, in five years'
time I can see people paying hundreds for a
basic wine,” Van Wyk said.

To protect local suppliers, wine farmers
have created an allocation system that offers
distributors and restaurants a number of cases
at the launch of a new vintage to guarantee
supplies, i

Local interest in wine has surged since
1993,

Mr Jeff Grier, owner and winemaker at Vil-

fiera Estate in Paarl, attributed this to popula-.

tion growth, a trend towards drinking wine

dine
(3 JwiNE

with meals, ani increase in restaurants and a
growth in disposable income since the reces-
sion in the early 1990s.

“The boom has been coming silently for a
while, the public has hecome more aware of
wine and there has been an increase in quali-
ty from the winemaking side, which has cre-
ated more exciting wines and improved pro-
duction by going abroad to learn new styles
and get better equipment,” Moore said.

To this add tourists, who want the best
wines South Africa has to offer, according to
Mr Steve Moncrieff, co-owner of Floris Smit
Huis restaurant in Cape Town.

«The tourists know the top brands, they
carry their John Platter directory of wine
around, and they want the best of Kanonkop
or Meerlust at around R80 a bottle, For a for-
eigner wine is ridiculously cheap here.”

The shortage of wine, particularly aged
reds, is due partly to sanctions in the late
1980s, and the early 1990s when some farm-
ers pulled up their vineyards to plant fruit and
vegetables, which were easier to export.

“At that time there was an abundance of
wine, but now the wheel has turned and nurs-
eries do not have enough grafted vines to
meet the demand,” Grier said.

Added to this is the long time it takes to
produce wine, particularly red wine,

“Wine is not like cooldrink, it is depen-
dent on climate and It takes time to produce
and mature,” Mr Nico van der Merwe, mar-
keting diréctor of Bergkelder said.

Tt takes four years to produce a crop and at
least another three for the first substantial
crop to mature, he said. “An Alto cabernet
needs at least five years to mature before it can
be sold.”

Finaily, climate is very important and in
the last few years it has failed wine lovers. In
1994 dry, windy conditions produced the
smallest wine crop in six years, according to
the KWV report. -

«|,ast year's crop was a bit smaller than
usual and this year looks quite dodgy,” Grier
said,

So stock up your cellars so that you are not :
left whining.




WINE Minister to evaluate if bid is in “industry’s best interests’

Hanekom delay KVVV
afet)plialal,

EYNpA LoxtoN

Cape Town — The government
locked horns with the comtry’s
wine industry yesterday when
Derek Hanekom, the agriculture
minister, moved to delay the bid
by KWV, the wine co-operative,
to become a private company:

KWV’s plans to change its
status from a statutory co-oper-
ative while remaining the regu-
latory body for the wine
industry were postponed untit
March.

- Analysts have been in-
censed by the co-operative's at-
tempt to privatise assets worth
about R2 billion built up during
the years of KWV's control of
the wine industry with the help
of special tax breaks granted io
it as a statutory body,

‘The privatisation plan was
announced by Lourens Jonker,
the KWV chairman, in October,

Hanekom, who has set up a
special task team to investigate
the plan, was said to be con-
cernied that KWV, which was a

industry, wanted to privatise its
regulatory function.

Despite intense behind-the-
scenes negotiztions in recent
weeks, KWV went ahead with
its application yesterday to be
declared a private company by
the end of April.

Hanekom responded by say-

.ing he would apply for a court

order to delay KWV's plans
until he had satisfied himself
they were in the industry’s best
interests.

In the end, the two parties
agreed their applications
should be postponed until
March 25. This would allow
each side to have the right to
file further papers in support of
their case.

Analysts welcomed Hane-
kom's intervention, saying
there should first be a thorough
assesament of KWV's assets
and how they were obtained as
well as its future regulatory
role.

Michael Fridthon, a wine in-

dus;ry commentator said

Hanekom “did the right thing”
by insisting he had the right to
take “a long hard look at the im-
plications” of privatisation.

But Jonker said KWV’s as-
sets were the inalienable prop-
erty of its 4751 wihe farmer
members. “Any actions by the
state to the contrary could be
construed as an act of national-
isation,” Jonker said.

Analysts also believe the
court battle will provide an
ideal opportunity to redefine
EKWV’s regulatory role,

Until recently, KWV issued
quotas limiting the production
of wine grapes. It still has the
final say over whether farmers
can make wine.

Jonker maintained that
KWV's statutory powers could
be exercised in partnership
with the producing wholesale
trade and the state,

However, analysts believe a
completely independent regula-
tory authority is necessary. —
Reuter
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~writes HEATHER FORMBY

ATTLE lines have

been drawn between

Agriculture Minister

Derek Hanekom, to-
gether with members of
the Cape Wine and Spirits
Institute (CWSI), and wine
co-operative KWV and its
members. Last week, KWV
announood it would chango
from a co-op to a company
from April next year sub-
ject to' ratification of the
Schem€, of Arrangement
by the:Stiprémeé Court. This ™ °f
week;Hanekom submitted
an application to the court
to delay the restructuring.

KWV expected its pro-
posal fo be ratified on
Thursday buf -was “sur- -
prised” to be blocked by
Hanekom. KWV managing
director Willem Barnard -
says Hanekom was in-
formed of the plans in July.
But the advocate retained
by the Land and Agricul- -

rture Policy Centre and who
adyises the minister,
Stéven Goldblatt, says he
b Fcame aware of ‘the time-
frame only in October.
ngveryone was  in-
formed — it was a public
débate,” says Barnard,
who lohb1ed KWV's 4751
members' and received a
pafitive’ response from
84% of them. One source,
hoWwever, believes KWV tried to push the
process through before anyone could take
note of the implications and that it was
“less than candid with the minister”,

tThe battle centres on the assets KWV
has acquired in its role as a statutory
rnonopoly The government and CWSI
members are questioning whether all
tHese assets belong to KWV members,
KWV has operated under the Wine & Spir-
its Act and with certain privileges and
has been able to contrel the distilled wine
and spirits industry. It has also controlled
the wine surplus. Court documents claim
‘that KWV contributed R119-million of
the surplus contribution to its own re-
serves in 1995. Goldblatt says it could be
argued that funds and assets were built
up using statutory levies earned on wine
and spirits. “Cellar space, for example,
was built at no cost to KWV but from
levies raised in its capacity of managing
the surplus wine supply,” he says.

In terms of the Scheme of Arrange-
ment, KWV will distribute Rl 6-billion to
its members if it becomes o company.
Assets will be allocated to members who

re: JUSTIN SHOLK

HOT UNDER THE COLLAR ... KWV managing

director Willem Barnard

have contributed to the wine pool over the
last 15 years on a pro-rata basis. Barnard
‘says the state has no claim on these assets
“as it made no contribution whatsoever
to KWV since its inception”. - ¢
Barnard says KWV would not mind giv-
ing up its surplus control powers if it were
restractured though “members might
want to contimie with the system without
statutory requirements”. Wine and spirit
wholesalers such as Stellenbosch Farm-
ers Winery, Distillers Corporation,
Gilbeys, Douglas Green Bellingham and
Seagrams have joined Hanekom in his
application to delay the restrocturing,
saying in an affidavit that any change to
the structure of KWV would have wide-
ranging implications for the industry and
shouldn’t be done unilaterally, They con-
clude that if KWV were to become a com-
pany and keep its special powers, it would

.compete unfairly.

Hanekom says he wants to see that a
proper regulatory framework is in place.
The case was postponed until March 25
when it will be decided whether the min-
ister can intervene in the proceedings.
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industry’s best interests’
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Cape Town — The government
locked horns with the country’s
wine industry yesterday when
Derek Hanekom, the agriculture
minister, moved to delay the bid
by KWV, the wine co-Operative,
to become a private company.

EWV’s plans to change its
status from a statutory co-Oper-
ative while remaining the regu-
latory body for the wine
industry were postponed until
March.

Analysts have been in-
censed by the co-operative’s at-
tempt to privatise assets worth
about R2 billion built up during
the years of KWV’s control of
the wine industry with the help
of special tax breaks granted to
it as a statutory body,

The privatisation plan was
announced by Lourens JonKer,
the KWV chairman, in Qctober,

Hanekom, who has set up a
special task team to investigate
the plan, was said to be con-
cerned that KWV, which was a

C—T(g;m)
referee and player in thé wine
industry, wanted to privatise its
regulatory function.

Despite intense behind-the-
scenes negotiations in recent
weeks, KWV went ahead with
its application yesterday to be
declared a private company by
the end of April, ‘

Hanekom responded by say-
ihg he would apply for a court
order to delay KWV’s plans
until he had satisfied himself
they were in the industry’s best
interests.

In the end, the two parties
agreed their applications
should be postponed until
March 25. This would allow
each side to have the right to
file further papers in support of
their case,

Analysts welcomed Hane-
kom’s intervention, saying
there should first be a thorough
assessment of KWV's assets
and how they were obtained as
well as its future regulatory
role,

Michael Fridihon, a wine in-

s KWV plan
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dustry commentator, said
Hanekom “did the right thing”
by insisting he had the right to
take “along hard lock at the im-
plications” of privatisation,

But Jonker said KWV's as-
sets were the inalienable prop-
erty of its 4751 wine farmer
members, “Any actions by the
state to the contrary could be
construed as an act of national-
isation,” Jonker said.

Analysts also helieve the
court battle will provide an
ideal opportunity to redefine
KWV’s regulatory role.

Until recently KWV issued
quotas limiting the production
of wine grapes. It still has the
final say over whether farmers
can make wine.

Jonker maintained that
KWV's statutory powers could
be exercised in partnership
with the producing wholesale
trade and the state. o

However, analysts believe a
completely independent regula-
tory authority is necessary. -—
Reuter
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g %L%JQ‘RE\A wine exports -

. by 48 percent -in- the, year to

Jecembel; but the average prices achieved lag-
béhirid%those” of out new competitors, says -
Jeriniie Rétief, chairman of - the South African

’ Wine’ Spirit Exporters’ Association. ‘

Speakmg at an ‘Institute of Cape’ Wine -
Masters ssemniriar in Stellenbosch . last week,
Retic!said -that. South African wines in the
British tnarket were selling for far les than -
those from Australia, New Zealand and Chile,

* The" average: price of .a botfle of South
Afncan vyine in Britain was £3,26, far less than
wines? from. New- Zealand at £4 75 and -
 Ausitdlia at £4,26.

"Comimentirig .on the dlsappomhng prices,
Retief said South Africa was running the risk of
becoming known as ‘a country producing
can;afe tine, which had an image problem.

‘He'Said ' that in Britain, the:largest export
~ market; 71 percerit ofSouth Affica’s wiries
wete being sold.through stipermarkets or gro-
“cers ‘and -only 17,9 percent throtigh specialist
wine shops and bottle stores. -~ .

: By'companson, Australia. sold; 39,6 percent
,Vof its wines through specialist : shops and bottle
-fstones, New Zealand 45 8percent, and Chile
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Samdiitha Sharpe

CAPE TOWN — An improved economy
and buoyant market conditions has
helped wine and spirit producer and
distributor Stellenbosch Farmers’
Winery (SFW) post a 71% surge in at-
tributable earnings to R48,9m for the
six months to December.

Share earnings rose 56% to 41c be-
fore an additional depreciation charge,
and to 35¢(20,4c) after the charge. The
dividend rose 50% to 6c.

Group chairman Jeff Malherbe said
the figures were not strictly compara-

ble as sales patterns last year were dis- -

torted by an excise increase.
Robust earnings growth was fore-
cast for the full year. There would be a

1 second-half slowdown after Christmas .
. non-distributable reserves.

boosted first-half performance.

2

Turnover .
amid growing demand for its products,

‘Tighter efficiencies, and cost controls

lifted trading profit 57,3% to R106m.
Static interest income and a higher
depreciation charge led to a rise in pre-
taxincome to R98,1m (R60,6m). |
Malherbe said the group had tack-
led an extensive capital programme,
Capital expenditure more than dou-
bled to R54,6m, and an additional
R42,9m was authorised. ‘
The capital expenditure pro-
gramme and large increases in trade
credit following from increased turn-
over over Christmas had reduced the
company's cash resources, These fell

R39,3m to a zero balance. A revalua-

tion of fixed assets, however, led to a
R34,5m surplus which was put into

SCTHREEELS

SFW forecastsrobust
erformance for the year
o émmE %2%%31 |

Z5% to R95L1m
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Foreigners could
x : I'-\' . ., . . . V.
boost wine price -
T B WINE -
By FRANGOTSE BOTHA - -~ R .. . L L .
. Cape Town.— Sm %&%‘Jb?ﬁrérsi’s i
Hikely 10" driver up ‘the-pricevofrwines at* thissyeangar
Nederbutg: auction,” according to auction manager
‘Benmnie Howard. AN -
Representatives from 21° countries, including
Finland, Ireland, Keénya and Taiwan, are expected: to
‘participate inthe auction on March 30. K
At the: showcase of quality South African wines
Jast yeay; almost 40 percent of sales were to foreigners.
As a result, the average price paid for a case equivalent
! to nine’litres jumped from R226,28 to R386,51 —an
increase.of 70,8 percent.. - S
Mot big-value purchases at last year's auction
were made by Danish and Taiwanese buyess, who
spent R324 570 and R238 870: South Africa’s greatest
urchaser. in value terms was Western Province
‘Cellars at R161 580. ‘ : .

e expect that this pattern will remain more oF
less the same: But there will be new buyers emerging -
a5 well and we are expecting more participation fromi}
‘countries like Canada,”-said Howard. ‘
- .sHe said that the large group of South African buy-
ers;-who generally spent about RS0 000 a year, was "~

/likely to continue to support the auction. -~ o

“Purchases for the export market .accounted for
39,4 percent of value — 22,8 percent of thetotal lotson .
auction and 37,7 percent of the cases: This highlights

' the fendency for more expensive winiés tobe exported:
- /This year’s auction will also see a.record 10059
casel-come under the hamumer, which represents a

7,7 percent increase OVex last year's 9338 cases. The
nuimber, of estates, co-operatives and ‘wineries repre-
‘sented has also increased to 45 from 39. - s

. #There are many more six-boitle cages, which

- allows more flexdbility forbuyers and enables them to'.

‘puifchase 3 greater spectrum of wines in smaller quan-
fities: This will benefit the increasing number of inter-
national buyers,” said Howard. : :

A" spokesman for the export division of the
Stellenbosch Farmers’ Winery said yesterday that no

further countries could be added to its export list
because the company did not have enough wine avail-
able to supply increased export demand.

- Lastyear, the company committed itself to supply-
ing the:local market and existing foreign customers
beforelexpanding its international client base.

1
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EXCEPTIONAL - Wine growers expect high—quah’fy grapes after the recent rains broke the drought in the Cape

Grape quahty is high, but it is

still too earl

‘BY Francorse BorHa

Cape Town — The quality of local
grapes in the early stages of the hat-
vest has been exceptional, but it is

still too early” to piedict whether”

yields will be any higher than in the
past, said Paul Wallace, the viticul-
turalist for Stellenbosch Farmers’
Winery,

The remark comes in response
to reports last week that Australia,
one of South Africa’s closest rivals
in the British wine market, is. likely
to report bumper crops, estimated
to be 25 percent up on last year.

South Africa’s world wine tivals
are Australia, New Zea]and and
Chiie,

Australian producers forecast a
grape crop that could be as high as
830000 tons this year. But the most
recent figures released by KWV
show that this is still 28 percent less
than South Africa’s 1,063 million
ton production last year.

KWV estimates that the harvest
this year will be 54 percent up on
last year at 1,121 million tons.

%= South African wine-grape pro-
“duction is not committed only to the

tO

40 percent of the local crop is used

-for brandy, distilling and grape con-

centrate for the fruit-juice industry.
A KWV spokesman said yester-

" day that only some of the early-

ripening varieties had been picked.
It would be necessary to wait until
late-ripening varieties were picked
in April before harvest figures
would be available.

Wallace said the Australian fig-
ures referred to the Hunter Valley.
Other areas like Coonawarra and
Adelaide, which are cooler than
Cape Town, would not have started
harvesting yet.

He said the Australian figures
should be seen in the context of
good rains, which have broken four
years of drought. Good rains in the
Cape have also ended droughts that
have persisted for the past two
years in some outlying regions.

“For Stellenbosch, Paar! and the
Swartland we are expecting the
harvest to be much the same as last
year, despite good rains. Generally,
the number of bunches is the same
but, in some areas there is bad berry
set which will reduce the yield,” he

predict
JCM Oducti ! ta é g bout

INE

said. Another concern of some local
farmers is the rain that fell in late
January — a critical time for ripen-

yie gNC

" ing some varieties.

“This has caused sour rot in
some vineyards in irrigation areas
like Worcester,” said Wallace.

The good quality of South
African grapes this year is likely to
be more of a deciding factor in the
competition with Australia on for-
eign wine markets than higher
yields achieved by producers from
Down Under, he said.

South Africa exports a little
more than 2 million cases to Britain
each year and has enly 3 percent of
the market compared with
Australia’s § percent.

Of greater concern is the pricing
of South African wines in Britain —
the wine market most sensitive to
price and quality.

On average, South African
wines are £1 & bottle cheaper than
Australian wines. The chairman of
the South African Wine and Spirit
Exporters Association, Jannie Retief,
said: “This might not sound like a
lot, but it amounts to at least R60 a
case.”
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érs Wlnery it ‘
by- an’ impressive : J1;Lpet
R48,9million ' (R28,5. m1lhon) ,
s1x months to December last 3 year. "

Earmngs 4 shate were d1¢ (26,2¢)
before aR11,2 million aflowance for
deprecnaho ‘ ]
the deprecmt:on allowance An
interim _dividend.. was, declared

‘beneﬁted ﬁom miproved
and ‘market conditions., ¥

.+ 'Trading profit rose 57 percent to -
' R106 milliori! (R67,3 million). Net -
‘income before tax rose to RIS, 1 mil-
lion (R60,5 million). However, the;
tax bill soared to R40 3 m1lhon
(R24 3 xmlhon)

ted to heavy. capital expenchture,
which the directors said i their
iriterim report: was necessary “to
mairitain’ the company’s leadmg

compared with R25,1 mill ‘n
same ' period  in 1994 AT
. R42,9 million” has’ been ail
" for this six months. .
 The directors forecast a healthy
incriase in profit for the full year. "

th%nsed

" | 50 percent: lugher atée (4c) a share '

* The company has been cormmt-

position in the industry”. &,
Capital expendlture rose | to
R54,6 million in" the' six months

nqther :




|| -erst Wmery exports; accordmg :
to' SFW ehxef’rexecutw by 'ns

i As'a compary 'we: have
deczded that we would rather
if i eans, depnvmg-
5, retallerS'
and restaurateur here” " :
" He" said, forelgn clients were
partlcularly irnterested in
Chardonnays. and Sauv1gn0n.
| Blanés whic] were in.shorf .

- As g-whole,thie. wme mdustry ;
1n South t Afri

" increase- repofted. in the ﬁrst‘
18 half “year-to pecember
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6d rose:27,7percent to 23 froini'18¢. |

st

' Ther controls, nnpiérﬁented Sy b
both the-Distillers’ Corporation anid |

Stellenbosch rFarmers’ . Winery; - in
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STELLEN RMERS' WINERY
‘ L3 FIS z—:—
|’ Fru AT LAST

The signs were ch re six months ago.
Technical analysts would have noted
that, in mid-October, Stellenbosch Farm-
ers’ Winery (SFW)’s share price broke
into new, high territory.

After a succesful financial 1995, it was
evident that SFW's prospects were im-
proving, thanks partly to huge accep-
tance of its cider products. But few fun-
damental analysts expected that this
would translate into an earnings in-
crease of the magnitude SFW produced
for the half year to December 31.

‘Turnover rose 25%, buoyed by a busy
Christmas season, Pre-interest profit
leapt 57% as margin jumped from 8,8% to
11,1%. How was this achieved?

MD Frans Stroebel says it stems frem a
prolonged restructuring of the company,
new technology and a programme of
cost containment. New efficiencies are
maturing into results.

It's time they .did. Most of these flow
from the great cider success story which
began with the introduction of Hunter’s
Gold cider in 1989, At that time, SFW’s
management was desperately seeking to
replace its wine products in the stagnant,
cheap wine market that had long been
the backbone of the group.

Since then, the heavy promotional ex-
penditure concentrated around a hope-
less campaign to buoy Mainstay cane
spirits — once SFW’s star performer —

BETTER TASTE
Sixmonthsto - " Do 31 - Jun 30 - Deg 31-
S 1884 1995 1ags
Turnover (Rm).7~" . =40} Y608 46787 8510
Pre-tax profit (Rm) 606 .- . 590 98,2
AMiributable (Rm) 367 355 57,3
Eamings(e) , .. - .. . - 282 . 254 . 41D

Dividends () .40 20, 60

has been replaced by the successful mar-
keting and promotion of cider products.

SFW is currently producing more than
90m h! of cider a year. Sales of its other
products — in both the spirit and wine di-
visions — also improved.

S5FW enjoyed a strong positive cash
flow from operatmg activities, but large
trade credit increases following in-
creased demand over Christmas and its
commitment to its capital expenditure
programme caused a “temporary con-
traction” in cash resources. But the bal-
ance sheet remains virtually ungeared.

Though Stroebel is expecting the vig-

-orous eamings growth to continue, he

believes profit growth will slow in the
second half, Even so, “a healthy increase
in profits for the full year is foreseen,
though at a lower rate.”

Full-year EPS of roughly 67c — up 30%
— may be a conservative prediction. But
this would place the share, at 725¢, on a
prospective p:e of 10,8. Comparing this
with main competitor Distillers (histori-
cal p:e of 15,9) and SA Breweties (26,7)
makes SFW attractive. Gerald Hirshon
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By FRANCOISE BOTHA

F

Cape Town — South Africa could experience a
shortage of table wine as carly estimates of a
record grape crop, up 5percent on last year,
could prove over-enthusiastic, Lourens Jonker,
the chairman of KWV, said this week.

“T don't see how we will be able to achieve a
5 percent increase in the harvest because the
rains that fell in December and January meant
that, in some ateas, the grapes did not reach
optimum ripeness, were underweight and
some developed sour rot.

“Some of our vineyards got diseases that we
had never seen before and, because of the
required safety period between spraying and
picking, we could not spray. The period was
just too short,” said Jonker.

Johan van Zyl, the manager of economic ser-
vices at KWV, said recent figures showed that
more than 70 percent of the harvest had been

Lot ) .

KWV hea'd éxpéct

S 4P

brought in and ‘was about 800 000 tons. The
company expected an increase of 5,4 percent to
raise production to 1,121 million tons this year.

The rains have affected production particu-
larly in the Robertson, Breede River and Little
Karoo regions, with some parts of Worcester
also reporting a decreased crop.

Vineyards

The steen or chenin blanc variety has been
most affected by the rains. The grape represents
30 percent of the national vineyard. Some
Stellenbosch vineyard owners put tonnages at
between 5 and 17 percent lower than expected.

But good production in the Orange and
Olifants River areas, where large quantities of
high-yield steen is produced for the bulk wine
market, will boost production figures.

Van Zyl said an extra 30 000 tons of grapes,
meant for dried fruit production, was expected

e wine shortage

OIT
hé Orange River area. ,

Despite the lower-than-expected tonnages,
this year is still likely to be a record yea, with
mote than 10 million hectolitres produced. The
previous highest volurme was recorded in 1992
at 9,99 million hectolitres.

About 40 percent of the total production
wilt not be used to make table wines. It will be
used for brandy, distilling and as a grape con-
centrate for the fruit juice industry.

“There may bé a shortage of (table) wines
from certain cuftivars,” said Jonker.

He said grapes with Jower pH and sugar

" levels, because of the late rains, will be used for

brandy production.

Jonker said despite an increasé.to 750 000
hectolitres of “rebate wine” for brandy, produc-
tion would be short of the 1,2 million hectolitres
required to meet KWV demand, It would
import concentrate and distilling wine to make
up the shortfall.
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SA wines still making

_ Samantha Sharpe |
SA NAT’t@ﬂ ﬁ‘t’ﬂ&m don-

tinued to'gain international mar-
ket share, with local wine exports
exceeding all éexpectations last
year, the KWV gaid in its annual
report.

KWV MD Willem Barnard said
export sales had increased 208%
in the two years to 1995, from 2,5
million cages in 1993.

“The total exports of wine cur-
rently amount to about 70-million
litres, constituting 7,2% of the to-
tal wine crop and about 12% of the
good wine sales.” :

Barnard said growth was
curbed by limited availability of
important cultivars, especially
Cagemet Sauvignon, Merlot,
Pinotage, Shiraz, Sauvignon
Blanc and Chardonnay.

“More value will now be added
to the products that are exported,
and in this respect KWV Intérna-
tional has already fared well in
1995 by achieving a growth rate of
46,5% in the export value of
branded products te the UK, Eu-

1nroads, says KW Vpe

ropean and Scandin#vian coun-
tries,” he gaid. - o
The KWV group posted net'in-
come from own transactions’ of
R78,3m in the year to December

‘against a previous R102,9m.

Net income attributable to owii
members slipped ta R78,3m from
R103,35m previously. v

Barnar(f said that the results
should take into account higher
than normal concentrate stock
levels at the start of 1994, which
were shipped later in the year,

Decreased

: ‘ i
“This situation did not repsat
itself in-1995 and, consequently,
the concentrate turnover| ‘de-
creased by 17,8%," hesaid, |
.The lower turnover was further

- exacerbated by higher bonuses for

grapejuice. o )
Barnard said thé 1995 wine
crop stood at 9,66-million’'; hec-
tolitres, which was 5,9% up on
1994, but below the record 9,99-
Ilngéléon hectolitres produced in

]
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i | KWV buys into

oy |

l Cape Town—KWV International,
the private company established by
KWV Holdings last year to expand
its global marketing, has acquired
74,9 percent of the German liquor
distributor Eggers and Franke for
anundisdlosed sum. ... ..
Kobus van Niekerk, the manag- |
ing director of KWV International, " 3
said yesterday that the deal was |/
NI concluded at a “market-refated”; |
price. It would provide greater. |
opportunities for South African. |
wine and spirits internationally, .
Industry sources said” the deal fi .
. { | would be worth millions of rands, } | .4
11 KWV Intemational represents’ | 1
24 local wine producers. It markets
it a range of locally made wines and
" s | spirits as well as international
ie | brands on the foreign market.
r|  “We hope to grow our share of
d | the German market and offer the
18 | German public 2 good variety of
ts | products from South Africa,” Van
n | Niekerk said. : :
Strong growth in demand was
1- | expected from the eastern European
ie . market, where spirits, especiaily
i, | cognac, had done well, ‘
d KWV International was expect-
’f | ed tq achieve turnover of R200 mil-
lion in its first year and this was
d to increase fivefold over |.:
the next 10 years, Van Niekerk said. |
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- -ViﬂanRT President Nelson Mandela receives g
Joos'le"Roux, the KWV public relations manager,

try at ‘disadvantage to EU’

Wine indus

BY FRANCOISE BoTHA

Paarl — Wine farmers’ income for
this year was estimated to total
almost R1 billion, but, the local
industry was competing at a dis-
.advantage with Buropean Union
produicérs, Lourens Jorker, the
chairman of KWV, said yesterday.

Spéaking at a special function
to honour President Nelson

Mandela following. the compa-,

T () 25 [y 46
ny’s annual meeting in Pagae,
Jonker said the South African
wine industry, which employed
50000 workers, had been “wel-

- comed back into the international

market without reservation”, but .
from taxes generated by ving

it was at a severe disadvantage
when trying to compete with EU
producers, which received gov-
ernment assistance.
“The South African wine
industry. is definitely margin-
o

at yesterday's function

painting by pupils of the Ernita preprimary school from

PHOTO- ANDREWY BROWN

3) W INE

alised .- dnd we appeal to the
government to cautiously consid-
er this in its approach to'any pos-
sible future tax amendments
affecting our industry,” .

He said-government income

products would amount to about
R1,5 billion over the year.

This figure included customs
and excise dufies and VAT, but
excluded income tax, he said.

S
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‘Mechamsatzon could hzt workers

MAUREEN MARUD
Business Staff

THE labour-intensive wine industry
will be foreced to mechanise if pro-
ductivity falls short in a competitive
international market, President Nel-
son Mandela was told in Paarl.

Speaking at a special funetion to
honour the president, KWV chairman
Lourens Jonker said 45 percent of
farmers’ costs related to human
resources.

“In an extremely competitive inter-
national market there are few oppor-
tunities to increase prices, and higher
productivity is the only variable to
adjust,” Mr Jonker said.

Mechanisation was the alternative,
he added.

“This is a sensitive, but realistie
issue, and could disrupt the poten-
tial growth in jobs and should be man-
-aged carefully.”

Mr Jonker said potentially 5000 job
opportumtIes would be created in the
wine industry by the year 2000, main-
ly in rursl areas.

“The realisation of this pofential
growth is a process that should be
nuriured with care, maintaining a
fine balance. In the wine industry,
this balance is shouldered by pro-
ductivity,”

In an interview Mr Jonker said con-
tinued growth in the domestic and
foreign markets would result in expan-
sion and job creation. Domestically,
1995 saw particularly favourable sales
trends for wine and especially brandy.
Wine exports exceeded expectations
and inereased by 43 percent to 7.7

~million cases. Prospects were good
‘for increased market share in 1996,

one labourer per roughly three

But hew labour legislation was
expeeted to bring enormous changes
to wine farms, which currently employ
50 000 people, who in turn support
around 250 000 dependants.

“At the moment no fewer than seven
different draft bills which will have an
impact on the employer-employee
relationship are in preparation for
1mplementat10n w1th1n the next two
years.”

Some of the new labour laws that
would make high demands on pro-.
ducers with regard to the manage-
ment of labour were bemg imple-
mented this year.

The right to strike was just cne of
the rights granted to trade unions and
their members.

Mr Jonker said: “We must be careful
that the trade unions don’t make
excessive demands that will force us o
mechanise.”

Western Cape wine farms employed

hectares of land, whereas in Australia
farmers employed one labourer per 30
hectares, “which shows to what extent
they have already mechanised”, Mr
Jonker said.

Apart from dxsruptmg the poten-
tial growth in jobs, miechanisation
would reduce the labour force.

“If we mechanise - and we are in a
position to mechanise - it°will be a
commercial option the farmer will be
forced to take. The only way he can
afford an increase in labour is with an
increase in productivity.”

On behalf of the KXWV board-Mr
Jonker presented a scroll of honour to
Mr Mandela for his “decisive contri-
bution in the lifting of sanctions and
the opening of markets”.
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Linda Ensor

CAPE TOWN — KWV ig congid-
ering distributing shares worth
R1l,4bn in assets, including Dis-
tillers Corporation and Stellen-
bosch Farmers’ Winery, to its
6 000 co-operative members. - -
Chairman Lourens Jonker told
the co-operative’s AGM yesterday
that they were considering the
‘proposal to unbundle trading as-
sets as part of reshaping plans.
The majority of those at the
meeting approved the proposal to
investigate the idea; a process due
to'be completed by the year end.

MD William Barnard said

"KWV wanted the co-operative
members toretain the shares. Dif-

ferent share classes could be is-

sued to retain management con-
trol within the co-operative.
Aassets include stakes in listed

‘Distillers and SFW, worth about

R840m; a R500m stake in KWV
International and its investment
in Ceres Fruit Juices, worth about
. R70m. KWV jointly controls Dis-
tillers and SFW with Rembrandt.
The group had restructured in
anticipation of a possible un-
bundling, and the trading assets
" were in KWV Holdings, which was
geparate from its co-operative pro-
ductionand service funections,
KWV would also exclude its cel-

‘ogerative production unit from
t

" Mrs, distillerig lants, facilities

.and stocks which it owned as a co-
e asget distribution. ‘

Jonker said that the co-opera-
tive was lobbying the authorities
for a “responsible and conserva-
tive” tariff structure for the wine
industry. It was becoming increas-
ingly vulnerable under new world
trade rules to the importation of
subsidised, world surpluses.

In addition, the SA market
would gradually open up to the
European market in terms of the
non-symmetrical free trade agree-
ment presently under negotiation.

Reuter reports that President

. Nelson Mandela resisted the ap-

peals for tariff protection.
Speaking -after receiving a
scroll of honour from KXWV for his
role in lifting sanctions, Mandela
said SA should ensure it was in-
ternationally competitive on mer-
it and not becanse of protection.
Mandela gaid that to improve
the competitiveness of the wine
industry, the government was re-
viewing all of its regulationis, con-
trols, hicensing and competition.
Jonker said he expected SA
wines would gain market share in
orts, with the recent fall in the
value of the rand likely to hoost
sales. The 1996 crop was the
biggest in SA’s history. ' ‘
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Wine farmers
m@ﬁ. free _Hmmo
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The exc

on of wine products fro

the EU fr @ trade

agreement negotiations has had wine farmers calling
for tariff protection. Lynda Loxton reports

OUTH AFRICAN wines
have taken the world by
storm, but the wine indus-
try is growing restive about
the possible unfair compe-
tition it could face from imports.
This week, KWV chairman Lourens
Jonker told the co-operative’s annual
meeting in Paar] he was particularly
concerned about competition from
highly subsidised Evropean wine
producers, who might be tempted to
dump their wine on the South
African market to the detriment of
the local industry.
But President Nelson Mandela,
who attended the end of the meeting
to receive a scroll of honour from

KWV {or his role in lifting sanctions,
warned against any desire for tariff
protection, saying that “we must at
all times ensure that South African
business is internationally competi-
tive out of merlt and not because of
protection”.

Jonker said the South African wine
industry was “definitely margin-
alised” because of the government
assistance that European Union
wine farmers received. He added that
the government and the wine indus-
try “would have to plan strategies to

capture world markets very carefully-

and ensure that, on home ground,
fair trading rules apply”.
Earlier, during KWV's annual

meeting, Jonker had gone further
and said that KWV was preparing to

convince the authorities that a
well-considered, responsible and
conservative tariff structure is
essential”.

Tiers of joy.
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Mandela said that to improve the
competitiveness of the wine industry,
the government was also reviewing
all its regulations, controls, licensing
and competition.

“The question to be answered is:
what changes are needed in our new
circumstances to create a climate,
without protection or special privi-
leges, for substantial growth. For the
ultimate aim can never be to run
down a national asset,” he said.

Jonker told the KWV annual meet-
ing that the exclusion of most wine
products from the negotiations on a
iree trade agreement with the EU was
“disappointing and KWV does not
accept it readily”,

KWV's wine exports have risen
from 2,5-million cases in 1993 to 7,7-
million cases in 1995 and the wine

Cheers: The wine industry plans to
Increase export earnings
PHOTOGRAPH: HENNER FRANKENFELD

industry plans to increase export
earnings to R1,1-billion by the year
2000 from the present R300-million.

Jonker said the 1996 crop just
picked was the largest in the coun-
try’s history at one billion litres, or
6,6% larger than the 1995 crop.

He said the depreciation of the
rand would benefit exports, but could
have a negative impact an production
costs. South African wines would,
however, remain competitive “with a
favourable quality-price ratio”.

Smaller wine crops in Italy and
Spain, in particular, had also
improved prices.




PAUL OLIVIER
Staff Reporter

THE South African wine industry has
faken a bold step and plans an addi-
tional capital investment of more than
R700 million to increase foreign earn-
ings to R1,1 billion a year before the
year 2000, creating an additional 5 000
joby opportunities.

With abotBone percent of the
world’s vineyaFdSwithin its borders,
Sofith Africa’sigrinual output of 10 mil-
liofi -Keetolitres makes the industry
the: world’s: eighth:largest wine pro-
ducer, . ‘HM.... ) o

With the sciEning
country’s fruijguhite wines, deep-
flavouied redsHehthery sparkling wines,
tawny ports, mw.wmz&a sherries and
infense brandiés"have been rediscov-
ered and are taking the world by storm,

Sakkie Pretorius, appointed head
of the newly established Institufe for
Wine Biotechnology (IWB) at the Uni-
versity of Stellenbosch, said the huge
demand for South Africa's high-value-
for-money wines had called for a fresh
look at the technology that under-
pinned the mysticism and romanti-
cism of the woriderworld of winemak-
ing. o

“The wine industry took a bold step
{o meet the new challenges by estab-
lishing an Institute for Wine Biotech-
nology and launching the Wine Indus-
try Network of Expertise and Tech-
nology (Winetech) initiative,” he said.

“The mission of this joint venture
between the industry, research and
educational institutions, the govern-
ment and the community is to establish
a sustainable forefront technology and
human resource base for the South
African wine industry to significantly
strengthen the-industry’s internation-
al'competitiveness.”

The IWB, a world first, and Winetech

ng of sanctions the

were facilitatefl by the Foundation for -

Research Unwﬂn_w.nﬁama (FRD).

The wholesalgsindustry, represented
by the Cape Wiite and Spirits Institute
(CWSD and the producer’s co-operative
KWV, were unified behind this net-
work: A

It also inclides the three main role
players in vififyiticultural research
andtraining of:people with appropri-
ateiskills. g

Winetech gifn

3

15 to enable the indus-
try to produce-the world's highest qual-
ity wines mu,ﬁ products of.the vine

'

B The South African wine
industry has established a
wine institute in Stellenbosch
to ensure South Africa
becomes one of the top wine
producers in the world.

through “clean and green” technolo- .

Zies in the most cost-effective way and
o establish the network as the world
leader in scientific knowledge and
technological expertise in selected
niche areas.

"And Winetech aims to train people

"at all levels with appropriate knowl-
‘edge, skills and insight to develop and

integrate forefront know-how and tech-
nology of business strategy.

It also wants to establish a cul-
ture of innovation and exploitation of

- the best technologies, implement and

strengthen mechanisms to transfer
technology rapidly into all sections of
the wine industry, and support the
establishment of small-scale farm-

" ing practices through access to fore-

front technology. .
Said Professor Pretorius: “This
network of expertise into which-each

partner brings unigque core compe-.
- tencies is also contributing to capac-

ity building in historically disad-
vantaged institutions in the higher
education sector by establishing part-
nerships with research groups in his-
torically black universities.

The world’s best tertiary and other
research institutes such as the Albert
Einstein College of Medicine in Amer-
ica, the Max-Planck Institute for Bio-
physical Chemistry in Germany and
the University of Louvain, are examples
of capacity-building institutions.

“In this regard, the multi-discipli-
nary character of the newly-estab-
lished IWB plays a key role in forging
new relationships and partnerships,
and bringing the various partners in
line with this concerted effort.

“The industry wishes {0 make money
but aims to plough large amounts back
info the Western Cape.

“0Our economy is mainly agricultur-
al-based and if we neglect this sector
we jeopardise the entire provinee.

“We also envisage a real growth rate
in the wine industry of at least three
percent per year in per capita income
of rural wine communities over the
next five years.”

¥ £
- OOWINE HOUSE: The Neethling Building, right, at the university of
Stellenbosch, which will house the Institute for Wine Biotechnology

sponsored in a joint venture funding to the tune of R10 million for its first

year of operation.
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O TOP TEAM: Researchers Enzo D’Aguanno and Shaunita Petersen are
Africa one of the top five wine producers in the world.

part of the team of experts who plan to make South
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benefit from
‘rand weakness-
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booming. wine, industry. was, likely, |

to beheﬁt-fi"'gin the fall of the rand .
and significantly increased exports
to Europe and North America this
year, a spokesman for KWV, the

+ wine - producers’, co-operative - said

yesterday. . :
Kobus van Niekerk, a spokes-
man for KWV, said 7,7 million cases .
were exported last year, a 43 percent

rise from the year before.

+ KWV is'thé country’s top wine

exporter,
Van Niekerk sdid foreign sales
were expected to rise.further this

.year. The only limit was the volume

of wine the-country could produce.
Shortage »
~ Van Niekerk ‘said SouﬂfAfrican

wines accounted for 3 percent’ of

world' production and vineyards
were not expected to increase their
output by more than 3 to 4 percent
this year. o ,

. “Anyone who .knows wine

riows it takés a long time to pro- *

duce anything of good quality.”
As a résult, South Africa’s major

overseas markets in thé European
Union,” the United States -and

Canada could see shortages of cer-

tain’ quality wines if foreign
- demiand continited to inciease, Van .

Niekerk said. L
“T think it would be fair to say
that if you are overseas and enjoy:

“Souith African wine, you may want

to buy a bottle right away,” he said.
André Steyn, a director at

. Stellenbosch Farmers' Winery, said

Soutti African wines are becoming

‘increasingly- popular in Australia,

New: Zealand and Asia. 7
" "Our wine is becoming popular

- all over the wotld, so itis difficult to

meet-demand,” he said.

_ “And you have to remiember, we
‘have obligations to our local market
aswell”- .o :ol - .

1
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By NEIL PENDOCK

WHEN SAA decided to sponsor
a wine test between South
Africa, Chile and Argentina
next month, it intended to high-
light South African wines. Little
did the airline imagine that the
exercise would turn into a
nightmare, rejected by many
Cape wine growers.

Perhaps it should have heed-
ed the warning bells. South
African wine growers who took
on their Australian counter-
parts last year lost by a humil-
iating 21 points to 78.

With some sectors of the
industry fearing a similar out-

~ come next month, SAA has

come under intense pressure to
call off the competition.

The South African Wine and
Spirits Exporters Association,
which is responsible for the
export of more than 90 percent
of local wines, believes the com-
petition will show South African
wines in a bad light overseas.

In a letter to SAA, Riaan
Kruger, the association's exec-
utive director, complained
about the lack of consultation in
choosing wines for the compe-
tition and accused SAA of dam-
aging the marketing of export
wine by not following the asso-
ciation’s strategies.

SAA has since changed the
competition’s format to accom-
modate the objections of the 80-
member association.

The debate about the merits
of the wine test match has split
Cape growers into two camps.

Andre van Rensburg, wine
maker for Stellenzicht — whose
1994 Shiraz was judged by some
to be better than Australia’s
best wine, Penfold’s Grange
Hermitage, in the last SAA com-
petition — said the uproar was
“a gross overreaction”.

“The objections of the better
known estates are based on
their unjust reputations earned
from wine writers who have
been too kind to them. These
reputations disappear as soon
as their wines are tasted,” Mr
van Rensburg said.

He supported the SAA com-
petition and said the crop of ex-
cuses being offered were “be-
callse wine growers are scared,
and if a wine maker is scared of
competing against Chile, he
should stop making wine and
grow vegetables. Chilean wines
are of low price and low quality
and have found favour in the UK
on cost considerations alone”.

Mr van Rensburg said the
main problem in the local in-
dustry was too many big names
and not enough good wines.

he grapes of hu

§T(‘1is|1€

Jelf Grier, a member of the
Independent Winemakers Guild
and a wine maker at Villiera,
said the timing of the compe-
tition was all wrong: there was
not much wine available and,
since this year’s harvest was a
month late, most of the Cape’s
1996 white wines would not be
ready.

Mr Grier also said South
African wine styles were not
suited to international palates.
Although in favour of interna-
tional competition, he said the
test match should be postponed
until later in the year.

Kanonkop’s Johan Krige,
who represents the wine estates
linked to the association, took a
different view. He wanted the
competition cancelled immedi-
ately because the industry had
had no say in its planning,

Mr Krige said the timing was
inopportune.

Last year's SAA competition
between South Africa and Aus-
tralia had been a debacle. Aus-
tralian and Cape wines were

‘If a wine maker is scared of competing

against Chile, he should stop making

wine and grow vegetables’

made for different target mar-
kets, he said.

His call was echoed by Theo
Pegel, a spokesman for KWV,
who said the competition should
be cancelled unless SAA could
get the industry’s full support.

However, Allan . Mullins,
Woolworths’ wine buyer, was
positive about the test match,
deseribing it as “excellent, a
fantastic thing. I have not one
negative comment to make”.

Mr Mulling rejected the
argument that a poor showing
would hurt sales because in his
opinion most people who bought
wine did not read what the wine
press had to say.

“The WNew World wine

market is completely different
from the Old World market and
just because the French don't
like these kind of competitions
is no reason for us not fo do it,”
he said.

If all this were not enough,
some of the local industry’s
worst fears about itself are
being confirmed right now at
the International Wine Chal-
lenge in London. There are 6 600
wines competing in the largest
wine-tasting event in the world,
and South African wines are not
faring very well against Chile.

Robert Joseph, chairman of
the challenge and an interna-
tional wine writer, saidthat asa
betting man he would not place

much money on South Africa’s
chances against Chile in the
SAA wine test.

At best it would be a close
fight, he said.

Quoting preliminary tasting
results from the challenge, he
said 10 percent of the South
African wines entered had
earned a medal, while 12 per-
cent of Chilean wines had been
honoured.

He pointed out that these
results were worse than they
looked because the challenge
included sparkling and dessert
wines — areas where South
Africa is much stronger than
Chile, .

Mr Joseph said the exclusion

PREPARED
TO PUT OUR
TASTETO
THE TEST:
Stellenzicht
wine maker
Andre van
Rensburg will
not support
Cape growers
who are
considering
boycotting
the wine test
match against
Chile and
Argentina
that has been
organised by
SAA for next
month

Picture:
JUSTIN
SHOLK

of “fizz and late harvest” from
the SAA competition was a blow
to South Africa’s chances.

Danie de Wet, a director of
KWV and chairman of the Cape
estate wine producers associa-
tion, said he took a dim view of
the competition and confirmed
that some growers were consid-
ering hoyeotting it.

South Africa’s largest wine
producer, Stellenbosch Farm-
ers Winery, which includes the
Nederburg and Plaisir de Merle
ranges of wine, would not heed
the boycott call, spokesman
Bennie Howard said.

Also not expected to join a
boycott are the wine estates
that featured in the SAA shield
competition against Australia.

A meeting scheduled between
the association and SAA in Stel-
lenboesch on May 30 promises to
be a heated one with the battle
lines already drawn: last week-
end KWV held a wine sympo-
sium at Kwa Maritane game
reserve and flew its Cape gucsts
to Johannesburg on Sun Air.




STUNTING GROWTH

enological dinosaurs

Dr John Seiler

wenty years ago a Paris-based English

wine merchant put together an informal

comparative tasting of French and
Californian wines: four white Burgundies
against six Californian chardonnays, four
Bordeaux against six Californian cabernets
sauvignon. All were outstanding, but few of
the Californian wines had been tasted in
France and never competitively.

The tasters were French men and women
with considerable influence in the French wine
world. They ranked a Californian chardonnay
and a Californian cabernet sauvignon highest.
Some were chagrined when they realised
what their blind tasting had revealed.

Some Californian careers were launched
by this tasting. The French wineries lost noth-
ing but some complacency. Now, after two
decades, both regions make even better wines
than they did then. California has had a string
of five outstanding vintages, through last year.
Until that same year, most of the great
Bordeaux and Burgundy producers struggled
through a series of indifferent vintages
because of weather vagaries. Now tlg'lat
momentary imbalance in favour of California
is shifting back to a basic equilibrium. Both
producing regions continue to benefit from
their competition. Both lead the competition
for the established markets of Europe, North
America, and the new markets of Japan and
the Pacific Rim, Within their competitive
framework, co-operative ventures have been
launched, with cross-fertilisation of experience
and points of view contributing to
improvements in viticulture, winemaking and
the wines themselves. There are still the hide-
bound in both regions, but with the rare excep-
tions of those who have always made extraor-
dinary wine and see no reason to change, the
rest fall by the wayside.

The same long-term successful growth in
quality and competitiveness, even in a much
more demanding international market, could
be South Africa’s: For the moment, the effort is
stalled by the domination of wine industry
dinosaurs. Their control is diminishing, but
their ability to circumvent productive changes
temains considerable. They, and the portions
of the industry they dominate, need a public
airing and vigorous government attention.

Take an immediate instance when their
crotchety, fearful notions of competition
brought a negative end.

er(or o Ji s

Last month, Chile “spondore e first
Vinsud, a co-operative effort to promote qual-
ity and interest in southern-hemisphere wines.
SAA was to sponsor a competitive blind tast-
ing among South African, Chilean and Argen-
tinian wines on the lines of last November’s
South African-Australian competitive tasting,

Since only quality wines would have been
selected, given the modest range of such wines
produced in Chile and Argentina, South Africa
would have “won” hands down. Yet despite
this certain outcome, SAA succumbed to
dinosaur-like views from KWV and other con-
servative elements in the wine industry and
held back from affirming its sponsorship.

SAA's shrewd stalling effectively cancelled
the competition and now seems intended to
cut off publicly promised support for two
additional years of the competition between
South Africa and Australia. Aside from leaks
to several Afrikaans newspapers, SAA has
said nothing publicly.

For some senior SAA management and
most KWV board members the very idea of
losing the domestic industry and freeing both
domestic and international competition is a
fearful one. They were uncomfortable with the
first South African-Australian Shield competi-
tion, fearing a “defeat”. Afterwards, when
Australian wines led in most categories, they
encouraged articles in KWV outlets arguing
that such competitions could only harm South
Africa’s international wine sales, That KWV
led the protests was ironic, since its own
exports in the past few years have grown
sharply in volume but have improved only
marginally from general mediocrity.

It was, of course, KWV that under the
apartheid regime controlled the industry, bol-
stering grape growers and co-ops and
squelching production growth and innovation
from new owners of estates. It voluntarily
ceased setting quotas on acreage production in
1993, but its power to set a minimum price for
grapes remains, resulting in the over-
production of low quality grapes.

At the same time little attention went to
improving the circumstances of labourers.
Individual producers, especially among small-
er estates, did provide some humane,
although most often patronising, improve-
ments in wages and conditions, but since
farmworkers were not unionised, there was no
effective counterweight to this mixture of
paternalism and racism among growers, co-op
producers and some estate proprietors,

3
gng Me’gfst six years has the indus-

try's state of torpor been broken. The new pro-
ducers were more alert to markets and
consumer preferences even before the April
1994 election unleashed an international love
affair with South African wines. More impor-
tantly, they recognise that international suc-
cess will be long term. Those involved with
the South African-Australian Shield or alert to
its lessons have sped up changes in their vine-
yards and cellars to achieve Jong-term com-
petitiveniess. Blessedly for local consumers,
most seem to be confining their exports to less
than half present production. A few even limit
their exports to varieties that they have not
established on the domestic market, thus
keeping domestic sales undiminished.

These producers want to compete. Not all
of them will succeed. Some might even lose a
portion of their South African markets to
imports. But the recent rand devaluation has
made imported wines more expensive and
their Jonger-term prospects seem frail. Thus
high quality South African wines have a
secure home market as a buffer against diffi-
culties in foreign markets,

It is only the producers of mediocre high-
volume wines and conservative organisations
that hold back from international competition.
They have reason to fear competition in for-
eign markets of low-price, high-volume wines
from Australia, Chile and Argentina. There
might even be pressure in the domestic market
from cheap imports among consumers for
whom price is the sole criterion. >

What should be done? Transforming KWV
and its allies in the wine industry should be
part of government policy. This segment of the
wine industry shares some of the economic
and political characteristics of Souyth African
Breweries and the same dominant ‘sharehold-
ers. If no think-tank or independent securities
analyst has yet looked at the grape growers,
co-op producers and the KWV nexus in an
economic-political context, that should be
done urgently. The competitive tastings are a
more immediate issue. An ad hoc group of
interested producers, distributors, hotel and
restautant proprietors and wine shops should
take the initiative, leaving KWV and its allies
to languish on the sidelines. There are enough
people in and around the wine industry who
appreciate the value of becoming competitive.

G Dr John Seiler is an American political scientist
now resident in South Africa
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PAUL OLIVIER
Staff Reporter

WINES from South Africa are
continuing their growth on
international markets and KWV
wines were again among the
gold medalists at this year's
International Wine and Spirit
Competition CWSC) in London,
with the 1983 Cathedral Cellar
Triptych and a 1975 KWV Red
_Muscadel.

To add insult fo injury to

other international entries -
6 700 in total - Kanonkop’s
world champion winemaker and
internationally renowned Pino-
tage maestro, Beyers Truter,
was awarded the prestigious
international A J Perold Trophy
for the world’s best pinotage.
Pinotage was initially devel-
oped in South Africa in the
1920°s and is now being culii-
vated worldwide. .

The awards will be handed
over at a glittering black tie
banquet in London on August 2.

The IWSC, of which Anton
Rupert is the president. was
founded in 1969 and is the old-
est continyously operating
annual wine and spirit compe-
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Cathedral Cellar Triptych, KWV Red Musca
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B South African wines once again stood out among
their rivals at the prestigious International Wine and

Spirit Competition in Lond

on, with KWV walking

away with two gold medals.

Yy
tition in the world.

The organisation was formed
to encourage and promote high-
er standards of quality in wine
production worldwide, and to
assist producers in the promo-
tion of their produets.

The IWSC operates on the
Olympic principle of “first past
the post”, not awarding gold
medals to every wine or spirit
which may receive a gold mark,
although products have to reach
minimum standards to achieve
any award. It attracts entries
from all the major wine-pro-
ducing countries around the
world and is judged by a panel
of international wine tasters.

Points are awarded out of a
possible 100, with 90 points or
more for gold, 85 to 89 points for
silver and 80 to 84 points for
bronze,

Both wines and spirits are
first subjected to chemical
analysis, not only to ensure
products are sound and without

illegal addifives, but also to
guarantee stability.

The man responsible for both
KWV’s gold medals, winemaker
Sterik de Wet, said: “Wine
wholesalers and retailers in
Britain place great value on
medals and commendations
awarded in this competition.
The highly acclaimed Cathe-
dral Cellar Triptych is a blend
of cabernet sauvignon, merlot
and eabernet franc, sourced
from selected vineyards in the
coastal region of the Cape.

“These wines are matured in
small French oak barrels for
18 months, and then blended. It
is ready for enjoyment, although
it ean be aged further.

“The 1975 KWV Red Mus-
cadel, made from red muscadel
grapes, has been tank-matured
for 20 yvears and is a sweet
dessert wine. This is a typical
example of the calibre of full-
bodied sweet wines South
Africa can produce, given its

ININE
el honoured

unique climate.”

Mr De Wet has been a judge
at the IWSC for the past'three
years and is aware of the high
standard of all the entries from
top producers worldwide. There
is only one gold, one silver and
one bronze medal awarded in
each category. Judges may not
judge wines from their own
countries. ,

“I am delighted that KWV
has obtained two of these
sought-after awards, proving
that we are capable of prodilc-
ing wines of world quality. We
are doing extremely well
against our main rivals, Aus-
tralia, Chile and California.

“The new world wine-pro-
ducing countries are benefit-
ing on international markets
because our wines are more
adaptable than those of France,
Italy and Germany. :

“These traditional wine pro-
ducers are being branded as
producing ‘boring’ wines, & gap
that was quickly filled by new
producers.

“Particularly South Africa
produces wines with a character
unique to the country,” said Mr
De Wet,

gy

JGOOD AS GOLD: KWV's international award-winning winemaker and judge Sterik de Wet doing what he does best
- making internationally-acclaimed wines.He is seen here in one of KWV's caverous cellars from where the products are
sent countrywide, and also to many foreign countries across the globe.
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of KWV's gold medals, wine-
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A SOUTH African Airways
“test”  between South
African, Chilean and
Argentinean wines has
been quictly shelved by the
airline after howls of
protest from South African
wine growers, who re-
ceived a drubbing at the
hands of Australian wines
growers last year.

The contest is a burning
issue that has split the once
indivisible “vineyard broe-
derbond”, with SAA
caught in the middle.

In a media release, dat-
ed last month but not yet
released, SAA says the test
has been “postponed”.

But both sides of the
.wine divide admit there is
no way it will go ahead. A
second test against Aus-
tralia is also in doubt.
“Discussions are eontin-
uing with the wine industry
and no decisions have been
finalised yet,” says SAA
public relations chief Leon
Els.

But a top winemaker,
Johan Krige of Kanonkop,
is less diplomatic.

“This so-called test is a
)

7
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e test

q ead duck. There is no way

South African wine grow-
ers will ecompete with
Chile and Argentina be-
cause SAA wants us to play
on an uneven playing
field.

“We were forced to com-
pete against Australia
without our star players —
the Pinotages — and our
wines were lined up
against Australian wines
that were much more
expensive. It was like New
Zealand playing the Boks
without Jomo Lomu! ”

Stellenzicht wine maker
Johan van Rensburg dis-
agrees, saying: “The wine
establishment has arro-

.gantly said we are the

world's best for too long
but the reality was shown
in last year’s test against
Australia. ]

“We were beaten fair
and square. It shows our in-
dustry is in trouble. But if
we want to improve we
have to compete, it's as
easy as that”.

Krige retorts: “We were
ambushed against the
Aussies and we will not be
led down the garden path

again.”

B
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ional had been forced tgimport 5-
million litres .of absplute. alcohol
from Europe over the last year af-
ter a ghortage of wine in SA left it
Minable to rmeet its overseas de-

- ‘mand, chairman Willem Barnard

said yesterday, - . ) Lo

‘The absolute al

ingWwine, Barnard said

the strong growth "doiesti¢ de-
mand. As a restlt, o) enings had
been created on the local market
for ' imported * : foreign "~ wine,
Barnard said. L )

While KWV wine @exports had
shown a 25% growth in value
terms over .the past year, there
had been a slight decline in vol-
ume growth because of the wine
shortage. .. . N

He feared that SA'wine produc-
ers were losing a one-off oppor-
tunity to snatc% market share in

SAwineswas high.
i - iEven last year’s record crop
" was insufficient to theet the oten-
tial demand and KWV had ad to
increase its prices-to lure farmers
into supplying it with wine. ‘
Barnard said steps had been
taken to stimulate the production

of noble varietals and‘-prolliﬁc

‘CAPE TOWN — KWY Tntetns

for brﬁndy?-‘prddﬁchogfalid distill-’

wasYeining in thé'ekpansion of SA -
exports, had bes: exacerbated by

Europe where current interest in -

bearers, but noted that ‘these

would- take ahout two years to

reach friition. . . Lo

*- Particular focus was being giv-

en to the Orange River district for
te production of grape juite con-

centrate and muscat wines, - )

In Boland, where good red
wines were produced, KWV wag
attempting to réverse the switch
away from' grape: cultivation to-
wards " vegetable "and decidusus
fruitfarming, - .. ST

- This frend .developed during

s the Years of SA’s internatiorial iso.

lation when the farmer’s return on
his investment was “pathetic.”
Bernard: said KWV was satis-
fied with the %uality of its export-
ed wines which had won a number
of international awards. Its mar-
keting and d.ist:ributibi*‘a in Burope
had been greatly enhanced by ‘tﬁe
recent acquisition of a distribution
agencyin Germany. =@ © ¢
Meanwhile, Distillers Corpora-
tion’s planned expansion., into
ica hag seen the opening’of an
office in Zimbabwe which would

bottle Viceroy 5. Year; v Oude |

Meester, Klipdrift and’ Coiint
Pushkin Vodka. ——
Possibly because of 16’ Zim-
babwean government’s sensitivi-
ties on the issue] the office had
been staffed with Zimbabweans.
Three wines in the Drosdy-Hof
range, the late hirvest, claret and
stein, had been bottled in Zimbah-
we since October last year but a
wide rangg%df‘grddm‘:ts sould be

. imported from SA.
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* by 19 to 34 percent for reasons such as
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Falling rand and smaller crop push red wine price sky-high
S )WwINE ARG Mf1]9F .

PAULOLMER and the e passed onto the con-  a diet rieh in fruit and vegetables;s-tgo many producers are exporting too
STAFF REPOATER gsumer in February. Customs and. together with moderate amountsiof ;. much in relation to the local market,”
. _ excise hikes are announced in the alcohol-specifically red wine=could | said Wine of the Month Club's Colin
South Africans are goingtopay . Government’s Budget in March, protectagainstarangeofilinesses,* “v:.Collard,~ - i,

through the nose for good quality . ..bringinga further pricerise. - . " The rand’s weakening has also: “Producers say they don't export
local wines this year, while the - South Africa is experiencingone of caused higher prices, increasing% more than 20 percent of their stock,
prices for some scarcer varieties the worst red-wine shortages in years' . exports of our best quality wines and but.thit’s baloney, Producersanust be
might become astronomical. and the industry has been forced to  making top-range imported winesy careful:notit6é burn their fingers,

Early indications from producers
are that some wine prices could rise

escalating production costs and a’
ﬁ@uﬁﬁnm shortage, especially in red
wines.

Larger wine producers like Stellen-
bosch Farmers’ Winery, Distillersand
Gilbey’s traditionally announce their

_ _.w.oE its supposed health-giving prop-
price increases at the end of January ™ :erties. Scientific reports indicatethat

practically unaffordable. Escalating’ becanse withiall the planting going on

import vast quantities. The shortage )
input costs and new technology are - in Australia, New Zealand, Chile and

is caused by the increased popularity

- of South African red wine locally and  also major coniributing factors. -« California, I foresee an over-supply of
internationally. The scenario has “Although it must be said, first and . red wine in theforeseeable future. -
_been worsened by expectations ofa  foremost, that producers deservea - =~ Waterfront wine trader Vaughan

smaller crop this year due to mildew  price increase because for years they’, "~ Johnson was “absolutely horrified”

-gfter late rainslast year. - . have suffered under low prices, these ' by recent wﬁnm.wwmm. claimingsome’
Red wine’s popularity partly stems arecertainly excessive increases. This,:- wine farmers favoured short-term

trend must be seen as being export- -, gains overdevelopinga long-term;
driven and what is worrying isthat™ localcustomerhase.”: AR
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Commuttee to probe regulatory s

Busivess REPORTER

EWYV has agreed to give its full co-
operation to a commitiee appointed by
Agriculture Minister Derek Hanekom'
to investigate the regulation of wine

- and distilling industries.

The committee hopes to have a report
ready by March 25, when the matter of
KWV's privatisation will again be heard by
the Cape Town Supreme Cotrt, according
to Chris Blignaut, a spokesman for the
Department of Agriculture.

Dr Blignaut said in an interview the
deadline for the completion of the report
went hand-in-hand with the April deadiine
set by KWV for restructuring.

Under the chairmanship of Eckard
Kassier, newly-appointed chairman of the
National Agricultural Marketing Council,
the committee members include two KWV
representatives, two members of the Cape
Wine and Spirits Institute, a representa-
tive from the Department of Agriculture
and a legal advisor.

The committee’s mission isto:

B Examine and comment on the exist-
ing regulatory environment;

N Report on what regulatory frame-
work is desirable for the industry in the
short, medium and long term;

H Outline the infrastructure and per-
sonnel needed to administer and control
such regulations;

B Identify which institution/s should
perform the above functions;

B Estimate the annual cost to perform
these functions; and

B Make proposals regarding the timing

and management of any transition.

Dr Blignaut said the committee’s
appointment was necessitated by the fact
that the KWV - as a co-operative -adminis-
tered the Wine and Spirits Act, in terms of
powers laid down in the act itself.

“Now that it wants to transform to a:

“¢ompany, the minister wants to be assured

on how the Act would be administered in
future and which regulations needed to be
implemented.”

Dr Blignaut said KWV and the Depart-
ment of Agriculture decided on December
12, when the matter was first heard in the
Cape Town Supreme Court, to tackle the
minister’s concerns about the industry
outside the courts.

Analysts were incensed by KWV’s
attempt to privatise assets worth about
R2 billion built up during the years of
KWV’s conirol of the wine industry with
the help of special tax breaks granted to it
as a statutory body.

Mr Hanekom had made it clear that he
wanted to satisfy himself that KWV’s plans
were in the industry’s best interests,

It is understood that committees work
will comprise three investigations, two of
which will consider inputs from the KWV,

Reacting to the minister’s announce-
ment about the committee, KWV manag-
ing director Willem Barnard said the co-
operative had undertaken to assist the
Department of Agriculture in an effort to
get clarity on matters which could be cause
for concern for the department, )

KWV was at pains to clarify that it
would make audited information available
to the committee and that the committee
itself would not do an audit of the KWV.

Pear] of the winelands:

the Western Cape

¥,
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s wine industry is under investigation by a committee

lructures
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- Obm-m TOWN — While SA wine
.~ -growers Jook forward to a record

tinoisseurs are in for a dry

b mcEmmso and export demand for
! . 8BAwine continues to ocutpace
. .production, sources warned at
- ﬁpm weekend.

" v Wine co-operative KWV said
P “this year’s preliminary har-
i~ vest report that the wine crop
- was likely to match or exceed
‘last year’s record 1 012-million
& litres, despite difficult weather
;| patterns experienced earlier in
;. theseason. ~~

H.Hoﬁgmﬂ “Wine and Spirit

mwﬁoﬁmum Association - chair-
- Bmﬂ Jannie: Retief said the

.. growth:in SA wine exports and,
_ Increasing local demand: foir -

-wine imeant that ‘producers

vest this year, local wine .

pell .as a continued growth in -

s would vm amlikely. to keep up
: .ﬂ&u demand,
"“There were some new vine-
yards planted in a bid to in-
crease yields, but not enough to

keep up with the rate of in-
crease.
by the time new vineyards take
to mature,”he said.

" Retief said the increasing
popularity of wines—=mong SA
- consumers — the SA market-

was expanding at a rate of be-

-tween 5% and 6% a year —was

a key factor behind the poten-

rsumed loc,

.. aproblem exacerbated

iy 221 u
%...Wmﬂmw gaid.
“While some wines ‘were be-

‘ing imported from Souith Amer-

ican countries including Chile
and Argentina, these-were tar-
geted mainly at the everyday

wine consumer, with imports of

premium wines insufficient to
fill the demand gap.
“Because of the weaker rand,

I.WHmBEB wine - imports from

iustralia, for example, are sim-
. ply impossible. Unfortunately

" wine imports do not offer a vi- .

able solztion to the shortage.”

tial shortage;as=was-the-conn-____. On the outlook for this year’s

try’s mushrooming export mar- e¢rop,, KWV spokesman: Jan
ket, which increased 35%invol- Booysen said that while the
ume term$ Hetween 1995 and ~ harvest was expected to mature
last year. two to three weeks later than

“However,it-would be an ex-
aggeration to say growth in ex-
ports is at the expense of local
consumers, with exports’ mak- .
ing up mdoﬂ.. mm& of what iscon-

usnal following a long cool
an improvement in
~ weather conditions from the
first week in December had off-;

‘spring,

set earlier problems.

“About.60% .of the total- on.cw

“would be dedicated to-pure wine
- production, with the rest’ihade

available as rebate wine. for
brandy.and grape juice concen-

Yrate, hesaid.

Ona regional basis, Booysen
said a slightly smaller crop was
expected in Paarl following cool-
er weather and a higher than
expected evidence of mildew.

“Thereis some concern about
vine conditions in the event of
sudden hot weather, with:some
heat damage m._ammmw experi-
enced in the unexpected ex-
tremely hot conditions mE.En
thefirst week of January.”

' However, the Robertson dis-
trict was promising a record

‘harvest that would be 6-7%

larger than last year, with Stel-
lenbosch also expected:to pro-
ducé a’larger harvest sumb _mmn
year, Booysensaid. -

..Aw.m.




Carmen Stevens: Soufh Africa’s only quali ied black wine-maker

Battle for,

Gustav Thiel

IANT wine co-operative
KWV's bid to be converted
B into a company is becom-

Bl ing increasingly controver-
sial as industry stakeholders acctise
it of trying to hang on to more than
R1,6-billion worth of assets, accu-
mulated during apartheid years.

KWV's members — 4 751 wine
farmers — form an exclusive white
club with an enormous stake in the
couniry's wine industry.

Several influential people in the
industry fincluding wine farmers
and jourgialists, this week con-
demned KWV's plans, saying it goes
against the spirit of reconciliation
and development in the country.

More than a dozeh people inter-
viewed by the Mail & Guardian pre-
ferred to remain ancnymous, saying
the issue was extremely sensitive.

Wine consultant Michael Fridjhon,
who is indirectly involved in talks
between the government and KWV,
said the co-operative’s plans could
have a huge impact on the future of
the wine industry in the country.

One wine journalist said if KWV's
atiempts succeed it would ensuye
that “past white privilege would be
turned into present assets”.

More than 80% of KWV's 4 751
members voted on December 6 last
year to convert from its present co-
operative status to a company.

This means that the co-operative
will function as a company from April
this year, its assets being put directly
into the hands of the wine farmers.

KWV has, however, been locked in
a legal dispute over the issue since
December 12. Six days after the vote
to convert, Minister of Land Afiairs
and Agriculture Derek Hanekom
obtained a delay from the supreme

court in its ratification of the scheme
in terms of which the transformation
is arranged. The dispute is due to be
decided on March 25, if it is not set-
tled out of court.

Analysts in the industry have been
up in arms about the co-operative’s
attemnpts (o privatise its assets, built
up in the apariheid years through
special tax breaks granted to KWV as
a statutory body in terms of the Wine
and Spirit Control Act.

A task team was set up by
Hanekom in December seeking clar-
ity on the legality of KWV's decision
to privatise its regulatory function. A
representative for Hanekom, Her-

- man Rademeyer, said the minister

was 1ot in principle against KWV's
plans. However, he must ensure
that the development of the wine
industry is not hampered by EWV.
KWV has done absolutely
nothing for the
development of the wine

BT b

industry in South Africa’

Spier Wine Estate’s “official ambas-
sador”, Jabulane Ntshangase, was
the only ?‘erson willing to openly crit-
icise . Ntshangase, who con-
tributes to various wine publications
and is a member of South African Air-
ways's wine selection panel, told the
M&G: “I can categorically state that
KWV has done absolutely nothing for
the development of the wine industry
in South Africa.” '

Said Ntshangase: “It is actually
totally unbelievable that there is
only one qualified black wine-maker
in the whole of South Africa.” She is
Carmen Stevens, who qualified in
1996 from the University of Stellen-
bosch and is currently employed by

PHROTOGRAPH: RODGER BOSCH

assets

SILNE ey :;zwa%jlhq

Stellenbosch Farmers Winery.

As from this year, Nishangase
and well-known wine author John
Platter will be running a wine devel-
opment programme. Each year,
four of 10 students admitted to the
Elsenburg Agricultural Caollege at
the University of Stellenbosch must
come from a previously disadvan-
taged community.

g aid Ntshangase: “We aim to
be aggressive in implement-

ing aflirmative action in the
wine industry. It would, however,
be a great pity if KWV succeeds in
its plans to maintain the status quo
of white privilege in the industxy.”
KWV's group director of public
relations and human resources,
Theo Pegel, told the M&G he saw very
little wrong with the racial imbalance
in the wine industry. “It is a simple
fact of life that in aimost all of the
wine-producing countries of the
world the wine-makers are aimost
exclusively white. I think that KWV in
the past did plenty to initiate develop-
ment programmes and that our

® future programmes will ensure that

the industry develops sufficiently.”

Headded that “People must realise
that the profile of a co-operative is not
very high internationally”.

According to a statement released
this week by the Department of
Land Affairs and Agriculture Direc-
tor General, Frans van der Merwe,
the dispute was discussed by KWV,
Hanekom and the department at a
January 10 meeting.

There it was resolved that the
minister would appoint a committee
to investigate the regulation of the
wine and distilling industries. It was
also agreed that all parties would co-
operate in an audit of the assets
controlled by KWV.
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are up ow Hm,# year, which wasd record.”
" Several farmeérs have recorded losses of
- between 10 and 20 percent in some vine-
yatds as the late éEﬁmH. Wmm affected culti-
vars differently.

“The cooler weather conditions through-
out the year will result.in smaller berries
giving the wine more mmgﬁ., especially if
the ﬁamﬁmw remajng H.mﬂmﬁqmq ooo_ up to
‘the harvest. B
- Hesaid lossesasa H.mmEgm disease had

differed in regions as a result of climatic
‘ <m5maowm
downy ... Bigger crops thanlast year are expected

Wem:© in the Stellenbosch and Paar] areas, and.
: e crop from Franschhoek, which bmm a
- slightly. cooler.climate with more rain, is
wpected to'be noﬁﬁ onlastyear. |
‘Worcester i i$ also0 expecting

In spite of &mmmmmm sﬂm&nﬁm havoc in
some vineyards in’ ‘the Western Cape,
wine Ecnﬂomum remain hopeful that;
the province will still have a H.macun
harvest - but the wmn news is _“_umﬁ
E.Emm are sureto ] onwﬁ ‘
Setirces in the'wirie industry say Emw.m :
sa. huge demand fo Smwﬁmab Cape wines .
andthere are sure ti
. EG ortshortages.
% . Alate winter saw onsuw

mwﬁmnasm m&oﬁ Em sdme.

prices are expec

op-thandast %mmu ‘With Malimeshi H.w_

air 27 (197

Wine farmers in Robertson are expect-
ing a record crop. Lourens Jonker of Wel-
tevrede Estate said: “The crop looks
promising and we expéct it to be up on last

“year’s by about seven percent.”

# Hesaid the unusual weather patterns
experienced last year had resulted in high
mbumﬁzm costs to combat the diseases

. gceurring in Em.ﬁﬁmwmam as aresult of
‘thelaterain. . " -
. “Relative to Gther areas, the Robertson

district was down on its crop last year, but
we hope to be above average this year,” he
said.

- Danie de Wet of De Wetshof said the bad

weathier leading up to the 1996 vintage had
accounted for losses of up to 20 percent in
some areas of Robertsoh, with his farm reg-
Hmﬁmﬂzm a decrease of 27 percent on the H:.m.
viousyears -

" Mrde Wet said the high rainfall of Emm

ted 10 ro %&

GIWineg

had Benefited farmers in the district who
depended on natural water to irrigate their
vineyards.

The cool, windy conditions during Octo-
ber, November and December preventad
WEEEQ and major problems én_p :
mildew.

- “At De Wetshof the crop is Iooking mooa
but anything can happen between now and
the harvest,” he said.

Flooding of the Olifants river mmﬁwwmmq

~affected this area as farmers were unable

1o get into the vineyards to spray against -
disease and some individuals have record-
ed heavy losses in certain blocks.

The Orange river region isalso expect-
Ew arecord crop, with expectations for
wine farmers in the Little Karoo cmEm the
same as last year. , "

! Hu‘wﬁmﬂmbwomow_onm_.vonwﬁmuﬁ@am
badly affected by diséase, = - LR
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Vine Emwg.m seethe as critics: m_umg_. _SN :shock

m< GRAHAM HOWE . m,:&:au. accuse the farmers of EwnSmEm.
“glavery” in the past, Tunning am_n_mou
mOCem Africa’s wine industry, the export farms” and of “geeumulating wealth in

_suceess story of the 80s, is facing its biggest  very odd ways". 255 refise to neEEmnm the voluntary ° the nonn-dﬁ_.mw -could have serios conse:
/- erisis since sanetions were lifted. This week, in the face of an uproar " survey forms, they could well sabotagé the- -quences_for-the growing export market,
*~ Cape wine farmers are.in a fury overa among wine farmers, they refused to pack ..SA wine-buyer’s bible this year. . ‘The: m_mbﬁ British retail chain Marks: &

o wwo Radio 4 talk show which has created —down. Said Fridjhon: “I stand by s&wﬂmmwi . _H___m< weré reluctant v thlicly to crificise.
~- an international furore over Jow wagesand  — the wine industry has passed on few’ ben: - thelwine SES-.H ‘hut most .—.mB-mmmn ‘the
_mE.E. practices in the SA-industry. -efits -6f the unprecedented boom” to the' b:mmﬁ_aum ‘as*cheap: media:shots”, -

- Interviewed for the programme, the - ~workers.in the vineyards. It should he enits .. ine . farmers of .repute . En.én:nna
- noE:me most promizient ‘wite- writers; ~ knees for Mandela’s mﬁmnmmEmumr:. in ““civilised labour Eﬁnznnm for farm workers ‘unusual: §tep. of aﬁa___EEm a :.ubw_nﬂcn of
..E-E and Erica Platter mu._ ES_.E@_ making SA wines the flaveur. of Bo__m_ » years ago,” said one wixe: maker, s _aum E.am cast to m: nﬁ:. Ema__m-.m. -

B e A T s . E . -

“investigate the claims and, after calling an
urgent Emmmwnm.wim week, the SA Wine and

"Spirit.- Hn_.caﬁa..m Association tookthe

Zaﬁ nnBeE.w mnm rife Emﬂ .s.:.n FnEmum . mm—nm ém omu ines_.in. .w_.,.m.»mmu _Hmﬁ
,.E.a o_.memEm a a_gammﬂnm gwdcg of -‘soaredto over’ 'thiree million ¢ases'a year in |
Platter’s. annual wine. guide. If- mEEmr ‘of _the latter. ‘half of the905 and farmers fear’

munmnmnm {has i‘asked: "KWV urgently: to -




Wine critics cg};?for prob%oi

Reneé Grawitzky

TWO acclaimed SA wine critics have
raised the ire of local wine farmers by
suggesting the industry benefited from
apartheid and by calling for a verifi-
cation of wine co-operative KWV’s as-
gets’. before it becomes a privately
owned company.

KWV yesterday denied that any
link existed between its plans to trans-
form the co-operative and the recent
furore over comments critics John
Platter and Michael Fridjhon made on
aBBC Radio 4 tatk show last week.

Platter and Fridjhon highlighted
the failure of the industry to pass on
any real benefits of the boom to work-
ers or broader communities and also
mentipned KWV’s plans to “privatise”.

50 3/

. After the interview, British ret
chain Marks & Spencer demanded an
investigation and even threatened to
delist SA wines, SA Wine and Spirit
Exporters’ Association chairman Jan
Retief said yesterday. He said he took
issue with Platter and Fridjhon wash-
ing “our dirty linen in public”.

Other industry members have tak-
en it further by calling Platter and
Fridjhon “traitors”.

In the interview Platter and Frid-
jhon said real wages had not increased
significantly despite the industry
boom, with workers earning in the re-
gion of R80 to R90 per week.

Platter said questions were raised
about the transformation of KWV,
whose asset base was more than R2bn.

He said he had outlined the protec-

WINE

onist privileges under which the as-
sets had been amassed, including pro-
duction quotas, monopolistic price~fix-
ing powers, exemption from excise
duties for many years and also the is-
sue of prison labour on SA farms.

Fridjhon said KWV's assets had
been acquired and ueed to perform
statutory functions. It was not unrea-
sonable to ensure that before they were
distributed, that they “do indeed be-
long to the people that manage them.”

KWV MD Willem Barnard said
Platter and Fridjhon's.:comments
seemed like “outside bashi_ng of the in-
dustry without any purpose’. Land Af-
fairs Minister Derek Hanekoin had ini-
tiated an inquiry into the conversion of
KWV and KWV was participating in
the investigations.




“:Business Day wine writer Mi
employment practicesin SA

i THE dispute over the ownership
i of KWV's assets has spilled over

porters’ association and several
wine writers, notably John and
Erica Platter and myself.

For more than a week, battle
‘has raged over the apparently un-
. related turfofa BBC broadcast de-
" tailing the kind of labour practices
... on Cape farms that would not
" -make anyone proud to be South
:African. The exporters say these
'/ disclosures are unpatriotic. Given
~ thatIam part of the controversy, I
7 can hardly claim to be disinterest-

-ed. However, 1 can outline the

. facts and show how they relate to
. KWV’s proposed vestructuring. -

In October last year, British

. wine writer Andrew J efford visit-

“:od SA, during which time he con-

ueted several intérviews. In one

=+ of these, John Plattér, paraphras-

" ing Kader Asmal’s book, Reconcil-

U

iation Through Truth, made some

observations about the use of

prison labour on Cape wine farms
in the post-Second World War era.
Civen that many of the convicts
were pass offenders — and thus
political rather than violent crim-
inals — the system added up to in-
stitutionalised slavery.

Needless to say, British super-
markets have sought assurances
that none of their stocks emanate
from producers with less than
squeaky-clean practices.

"This sudden focus on labour
conditions in the Cape is not des-
tined to amuse the country’s bulk
wine producers — of whom the
KWV is a key player. Several

"years of unprecedented boom

sales have not been translated in-
to a commensurate improvement
in the conditions of employment of
vineyard workers in the Cape.
You may well argue that this
Kind of scrutiny is not the ordinary

s wine industry and the impending privati

chael Fridjhon gives his perspective on the controver
sation of w

. - Bp 52
business of international e
critics. Indeed, I have yet fo find

the same concerns expressed by -

British wine writers when they
visit Californian vineyards using
cheap Mexican labour.

British hypocrisy in these mat-
ters is indisputable, but should

not be parmitted to cloud the mer-

its of the case. If wine farmers
wish to profit from the surplus of
l1abour, falling back on the old
adage of supply and demand, they

Wé VV privatisation furoré not merely a stormin a wine glass

sy surrounding

m\j% co-operative _AM_,\.M
Emﬂ.wﬂmmmunm mmwnmx.mﬂm least effi-

must not be surprised when they .

find “transparency” thrust upon
them when British consumers
choose not to drink the fruit of
guch exploitation.

But what has all this to do with-.

KWV's plans to convert from a co-
op to a company? Very little, until
it decided it was incendiary

‘enough for a Reichstagfire.

Faced with increasing resis-

” fance to its proposals (the effect of

which would be to enrich KWV

cient farmers at the expense of
consumers and the country’s qual-
ity wine producers), KWV obvi-
ously decided to set up a sideshow:
Die Burger was fed the story two
weeks after the broadcast tran-

scripts were circulated.

The head of the exporters’ as-
sociation (a KWV employee) con-
trived to express his outrage at
what he called the Platters’ “un-
representative” views. Then, mys-
teriously, Die Burger . obtained
(“from a source at the agriculture
ministry”) correspondence from
me to Thabo Mbeli from 1995 in
which I was critical of the man-
agement of the wite industry.

And so the connection has been
made: wine writers are industry
busybodies whose views on KWV's
proposals must be discredited at
any cost.- This is a lot of intrigue
for a glass of wine, but worth the
effort for R2bn in assets.




’ Platter have reacted. ;
. that they ave “colluding: Mth-secnons ‘
of the Bntlsh press to ca]l fora boycott
‘of South . rican wines?
‘In'thela stround of t

. nent\ Eng ish, Sunday 18 !
i Observer yesterday g estloned Whether

buymg Sduth ‘African Wines was accept--

* _able afterTecent: comments‘about explmta
Of W WOl 1dus ustry.

SN report said'the Plafters had tigen* Vili-
fied by wine growers in South-Africafor

“treasoirable’ operatmn with the BBC
‘in acontrov radm programme.
v o Wine'y ohn Platier-told-the: Cape |
Argus tod: i eferences we made‘to

tions‘in-the industry
specﬁlcally referred to'the pastandhave
been inisrépresented as pertaining to the
present, We hope that the current boom in
exports will continue and we would ask the
British media to support us”.

The row erupted over the programme in
January which alleged shocking labour
practices in the industry inthe past.

The programme featured the comments
of the Platters and a Gauteng wine writer,
- Michael Fridjhon, who may be facmglegal
action by the KWV asa result of the contro
versy. o
The Observer reports come when the
wineé industry is enjoying an unprecedent-
ed boom overseas.

Wine sales had rocketed from 200 000
cases to four million since 1990, the report
stated: -

‘Two repotts i in the Observer and on the
fron t‘page ; .

Anger er wme clalms
From page 1 {o [£19%

“Kyon thought 1t was OK to drink South
African wine. Think again.”

“Workers in Cape vineyards are literal-
ly slaves to the grape,” one of the reports
‘reads. i

It vefers to the still-prevalent “dop’ sys-
tem, whereby labourers receive half a litre

of wine daily as part payment.

Jabulani Nishangase, one of only two
blacks who hold senior positions in the
wine business, told the Observer vingyard
ovwners chose people who would not speak
up aggjnst the system to work for them.




| ,, E:D > ]9. '\‘1’3
j The ‘Kassier:report
| .hag/called for the dmme.ntlmg of the
4. regulatory énvironment governing the'
.| witie}and spirit industry, and an-end to
1 th gulatory fu.nctlon ‘of Wme co-
-,operatweKWV
1. The. report, which' has been Wel-
- ¢omed by KWV, 18 one of three’'govern-
ment-commisgioned investigations
| ‘surrounding KWV’s planned transfor-
| “mation - from'- co-dperative: to “public
comipany and precedes a‘court hearing
in March.

KWV MD Willem Barnard said the
co-operanve welcomed the report’s eall
to sm'a :the Wine and Spmt Control

to appoint an interim commit--
tee drawn from the wine trade, produc-
ers'and government toadminister reg-
ulatory: matters prior “to the mtro—
ductmn of néw legislation.

- “To be quite honest, it'is a relief to

. have this™ albatross removed from
arouiid oitr neck The fact is that we
1| were tasked by government to admin-
-igter speclﬁc regulations and that was
" | a-major- gbligation for"which" we ‘re-
| ceived nothmgm return,” he said.
KWV wasg g s1gnatory to: the
|- Kassior report and we gre’ giving: our
[+ full support: to all reeommendatlons ex-
I cépt:for those encapsulated in the mi-
-nority view of the wine trade regirding
, 3 asgets and the competltlve na-
' ‘,t re of the KWV réstructuring.”’ . -
/. Reuter reports that. observers said.
yesterday the recommendation; if ac-
cepted by ‘Agricultrire Minigter. Derek.
Eane 01‘1:1}; would, overcprie. the:'mtua—_

minittes
indaniary after hethad blocked plans
by KWYV tobecome a comipany. He 5aid
"-at.the time'the bid: would be delayed
-uitil he was satisfied that it was in the
best mterests oftheindustry. -

- Kagsier «gaid another comm:ttee
wag atditing ‘the assets held or con- |
trolléd by KWV, while the. Competition [
|- Board, was mvestlgatmg the implica- .

"tions on comﬁetltzen in the wine indus-
try that might result from KWVs pro-
posed restructuring.
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Fall in the rand batters an industry heavily reliant on imports

FRANCOISE BOTHA

Johannesburg — The price of
South African wines is expected
to rise by up to 40 percent this
year because of spiralling export
demand and a shortage of premi-
um and quality grapes, produc-
© ers and retailers said yesterday.

Caroline Gawronsky, a Cape-
based wine retailer, said some of
the price increases had already
come through. “What was R20 is
now R42. What was R32 is now
R55. Some wines which are now

R40-0d4 are set to jump up to R60
later this year,” she said.

André van Rensburg, a wine-
maker at Stellenzicht, said the
main reason for the price
ingreases was the fall of the rand
over the past year as the wine
industry was a large importer,
predominantly of corks, tanks,
labelling and bottling equipment
and bottles.

“In productivity terms, our
labour is also the most expen-
sive in the world and receives
annual wage increases of at

least 10 to 15 percent,” he said.

A shortage of premium guali-
ty varieties, coupled with the lib-
eralisation of minimum grape
price legisiation early last year, is
also likely to put substantial up-
ward pressure on grape prices.

Van Rensburg said small
crops, which had been the order
of the day for the past four to five
years, would also contribute to
the price rise.

Richard Kelley, the British
Master of Wine responsibie for
exports for Vinimark Trading,

SINE

Wine may cost 40% riore this year

cT(AJul2[9 7

said bécause of Sirong demand
and the small quantities avail-
able, the price of pinotage had in-
creased from R4 to R5,50 a litre
over the past year. “But whatever
grape prices go up to can be offset
by exports. A large number of
producers are expecting export
demand to continue to increase
this year;” he said.

Demand in the UK, South
Africa’s largest export market, in-
creased by about 25 percent to
4 million cases last year, with mar-
ket share rising to over 4 percent.

L




STArF REPORTER

Workers’ conditions on the majority of
wine farms in the Western Cape are
still ..mNﬁ.mE&% bad” although many
uaomu.mmm_qm wine farmers have made
%m,onﬁm to improve employees’
_circumstances.
4 ,This is the firm opinion of academics
and non-government owmmb_mmﬁobm who
work closely with the wine sector and were
.canvassed by the Cape Argus.
"' While they acknowledged that some
.change was happening, the industry drew
+heavy fire for being “backward” and a call
was made for the Government to intervene
and help m@domﬁm workers about their
wﬁﬂma

.» Many in the industry have closed ranks
Amm aresult of the spate of bad publicity after
a call ‘by the British newspaper, the
Mmu_wmmzmh for a boycott of South African

L LS

m ut progressive growers

wines. The newspaper called for the boy-
cott on the strength of apparently little
change in formier exploitation practices by
the wine sector. It was set off by a BBC
radio programme in January in which
well-known Stellenbosch wine authors
John and Erica Platter and Gauteng wine
writer Michael Fridihon discussed histori-
cal aspects of the wine industry’s assets in
light of the KWV’s planned restructuring,

Few wine farmers were prepared to be
interviewed, fearing that reports singling
out the industry for attention could harm
the boom in international wine sales.

The South African Wine Exporters’
Association, the Association of Estate

Wine Farmers and Stellenbosch Farmers™

Winery mmo_Emn to speak to the Cape
Argus.

A recent study by the universities: om
Cape Town and Stellenbosch showed the
tot:system, by which workers are given
free wine regularly, mﬁb muﬂmﬁmn on

praised

ARG 20/A/9F

,cmgwmn five and 10 percent of farms in the
Stellenbosch area. But the actual Western

-Cape figure could be as high as 20 percent,
said KWV director Herman Bailey.

Grant Twigg, general secretary of the

- Farm Food and Rurai Workers’ Support

Association, said farmers generally had a
“couldn’t-care-less” attitude but there were
“good” wine farms where decent housing
was provided.

Even these farmers tended fo practise
racist policies and paid Xhosa-speaking
employees less than coloured workers.
Black people’s housing was uspally worse

than coloured homes.

“You'd be surprised. I'm talking about

_good, good farms which are international-

ly recognised.”

The Government had to take an mnga
role in dealing with the industry’s short-
comings, he said.

. John Hamman, a researcher for the

"Centre for Rural Legal Studies — a non-gov-

Jor ck

. mHm still extremely bad.l:

Qﬂﬁgmp

EmEm aid there were éowwﬁm on wine

farms’ s&omm wommmm did. uogmﬂm basic -

on imported Hom.ﬂmbn Investn it in
n?oumﬂmcﬁm rather than Eﬁ_.mmE

Q.,m HEEW and 23#5 SEESE

conditions but- on’t
farms:in the wine Emzmﬁ.w {Hig conditions

Mt Hamman said Emﬂ compared with
_&m fruit industry; where mﬂoEmﬁEm
changes were {aking place in favour of the

e

the :zmﬂ eum%,%oﬁEmEga ,umm smmnd ’
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GESONDHE!D Frans Stroebel, SFW 's managing director,
and Jeff Malherbe, the chairman, raise a glass to more

tourist dollars and less tax

Tourists
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SFW a reprieve

MaGGIE Rowiey

Cape Town — A lower tax bill
and demand for high-margin
products from tourists helped
Stellenbosch Farmers Winery
(SFW) produce a further spirit-
ed performance for the six
months to December 81,

The wine and spirit pro-
ducer lifted earnings 23 per-
cent to R60,2 million
(R48,9 million) on an 18 per-
cenf increase in turnover to
R1,1 billion (R951,1 million).

Operating profit was lifted
156 percent to R122,2 million
(R106 million), but a higher

depreciation on historical cost |

saw net income before tax rise
14 percent to R111,8 million
(R98,15million).

. An effective lower tax rate
resulted in a 21,4 percent in-
crease in afier-tax income to
R70,1 million (R67,75 million).
Net income before additional
depreciation of R9,7 million
(R8,4 million) was 22 percent
higher at R69,9 million, equal
to 50¢ (41c) a share,

Attributable income was
23 percent higher at R60 mil-
lion, equal to 43¢ (34,9¢) a
share. .

The interim dividend was
raised 18,6 percent to Te from
| 6c a share..

Cap1ta1 . expendlture

ampunted to R50,8 million
(R52,9 million), but a further

WINE

R65 million has been ear-
marked for upgrading facili-
ties during this financial year.

The high level of capital
expenditure, coupled with
large inventories of imported
whisky, brandy and red wine
to meet local consumption de-
mands, hurt cash flow.

Net cash outflow for the
period jumped to R89,8 mil-
lion from R37,6 million, in
part because of a R17 million
long-term investment in mat-
uration inventories,

Frans Stroebel, the manag-
ing director, said demand

- from tourists for high-margin,

high-quality products and im-
proved operating efficiencies
had enabled the trading mar-
gin to be maintained at 11 per-
cent.

He pointed out that in-
come did not acerue evenly
over the financial year be-
cause the Christmas period

fell in the first half of the fi-.

nancial year.

Furthermore, there were
significant increases in the
cost of certain grape cultivars
of the 1997 vintage because of
a widespread shortage. The
company might therefore be
hard pressed to maintain
margins.

In spite of this, however,
the company expected to re-
tain earnings growth for the
full year.
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gE;avourablé market boosts SFW |
an a2l Y3 GHuene

Samantha Sharpe gins in a competitive market,” he said.

Do ’ Turnover rose 18% to R1,1ibn following
CAPE TOWN — Wine and spirit producer positive market conditions during the pe-
and wholesaler Stellenbosch Farmers’ Win-. yiod under review, ith trading profit at
ery (SFW) posted a 93% increase in at- R122,2m from a previous R106m. Malherbe
fributable profit to R62,2m in the six said that notwithstanding the company's
months to December, boosted by favourable policy of keeping prices as low a8 possible,
narket conditions for the company’s qual- operating e ciencies allowed the trading
itytrademark products. margintobe maintained at 11%.

: “The healthy increase in attributable in- et interest received rose marginally to
come was accom anied by earnings of 43c & R3,9m, with depreciation increasing to
share after ad itional depreciaiion, com- R14,24m from R11,3m at the same time last
pared with a previous 34,9c. Before addi- year. This resulied in a 14% increase in net
tional depreciation earnings were 50casop- income before tax to R111,9m, with tax vir-
posed o 41c. The group declared a 7c div-  tually unchanged, bringing after-tax in-
idend, lcup on 1995. ’ come to R70,2m from R57,8m previously.

* Group chairman Jeff Malherbe said yes- A surge in equity accounted earnings to
terday he expected the rate of earnings in- R353 000 fror R32 000 and arise in income
trease in the first half of the financial year attributable to outside shareholders
{0 be maintained for the whole of this year, brought net income before additional depre-
despite increased pressure on margins. ciation to R70m from R57,3m, with the ad-
. “Qignificant cost increases in sought-af- ditional depreciation charge reflected in the
fer, grape cultivars of the 1997 vintage are attributable income figure. Capital expen-
beiﬂg,.experienced and the company may diture for the period sfood at R50,8m, with
the';'ef‘i‘_re be hard press:(—‘m to maintain mar- RG1m~uthorised for therest of the year.
barche . ‘
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SDISTILERS CORP/SFN(™ &

DROWNING THEIR SORROWS

Half~ esults from Distillers Corp
and Stellenbosch Farmers’ Winery (SFW)
prove that no matter how tough times
may be, cutting back on alcoholic bever-
ages is almost last on consumers’ lists.
Distillers increased EPS by 25,3% and
SFW by 22%. With inflation under 109,

030

i 2\2\23

these advances are surprisingly big, par-
ticularly when consumer disposable in-
come is ostensibly shrinking because of
the cost of consumer debt.

Turmnover at Distillers grew 23% to
R1bn and at SFW 18% to R1,1bn. Operat-
ing margin remained at similar levels in
both companies. Beth claim improved
market share at home from quality trade-
mark products; both report big increases
in exporis — particularly of wine.

Evidently, both expect demand to re-
main good. At Distillers, stock was 19%
higher at end-December and at SFW
21%, though at both stocks were similar

to their June year-end levels. Higher
stock at half-time is indicative of an opti-
mistic outlook for the rest of the yeat.

Though cash on hand remains high at
Distillers (R135m), SFW MD Frans
Stroebel explains its higher overdraft of
R78,6m {1995: R13,6m) arose because
cash flow was hit by high capital expen-
diture on the export programme as well
as the need to raise long-term matura-
tion stocks to provide for growing sales.

The companies expect the tate of earn-
ings growth to be maintained for the rest
of the financial year provided the decline
in private consumption expenditure does
not accelerate.

That suggests Distillers’ EPS will gain
about 25% to 120c for the year, to put it
on a prospective p:e of roughly 10,56, 1f
SFW increases its EPS by 22% to 103c it
will be on a prospective p:e of 13,5¢.

SFW's higher rating rests mainly on its
innovation and marketing of cider and
other fruit-based products in addition to
traditional wine and spirit beverages.
Distillers has a more conventional range.
SFW’s product range appeals to a wider
range of consumets.

If the economy gets off its knees and
runs into growth gear, SFW could be the
better buy simply because of its product
diversity; but neither the strength of the
brands nor management at Distillers
should be underestimated — as its
stronger half-year earnings growth
demonstrates. In short, it deserves a bet-
ter rating. Gerald Hirshon
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Reporé%n K;\‘WE V ishanded to Hanekom
[ Wl i .-
Leuise Coo ' j ‘ i KWV converted to a company. ‘o
ap 3 '3 99 - "7KWV anpounced last year that it
A REPORT by the Competition Bo wanted to switch to a company after
on KWV was handed to Land an +" having operated as a co-gperative up to
culture Minister Derek Hanekormire- now. However, the co-operative agreed
cently, leaving only & report on'the co- laterto postpone the move —backedin
operative’s assets  still outstanding, 2 High Court application by the Cape
sources said at the weekend. - Wine and Spirits Institute — o give
A board spokesman confirmed it the agriculture minister time to probe
“membrandum” on the aspects of the conversion plan.
ister last week. How- A report on KWV's assets was still
it t6-comment on the being finalised, Hanekom said lagt
‘3 the board had looked week. KWWV's conversion was expected

into the pog: ??b%e effect on compefition fo proceed by March 25, sources said.
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VINTAGE STUFF

UNET e s
Wine industry wholesalers will not be
the only victuallers affected if the pro-
posed transformation of KWV to a pri-
vate company gets the nod from the
Cape High Court on March 25.

Gary May, branded liquor CEO of
Gilbeys, comments: “wholesalers, co-
operatives, retailers and independent
wine farmers will all be affected.”

He adds that due to KWV's grip on pro-
duction, standing contracts and arrange-

ments with raw material suppliers, a
“privatised” KWV will distort the indus-
try. This may have a serious effect on the
availability and pricing of many brands.

“Because KWV controls the surplus
wine, a huge distilling capacity was built
which was made possible only through
legislation. Through transformation,
KWV can become a private company
with no cost of capital — but with control
over available stock,” says May.

Last year, 83% of KWV's members ap-
proved the change. If granted, all bene-
fits gained over the years will be trans-
ferred to a private company, KWV Group,
owned by the wine farmers.

This implies that most of the whole-
salers — represented by the Cape wine &
Spirit Institute — may be locked out of
the new supply chain, says the institute’s
executive director Riaan Kruger. Shares
will not be listed so the market will not
be able to put a fair price on the deal.

However, KWV MD willem Barnard in-
tends to go into competition with wine
traders and create new brands. Initial
steps involve a biack empowerment
deal.

sguch an investment will provide KWV
with the necessary capital for the first
phase in our extension programme. This
is the reason the transformation to a pri-
vate company is a prerequisite,” Barnard

i says in an affadavit prepared for the

court. Talks are under way to decide
which black group will be invited to take
up to 20% of KWV's offshore interests.

“Initially, the export market will be tar-
geted,” says KWV public relations direc-
for Theo Pegel. But, to the dismay of focal
wholesalers, there are no assurances
that the local market will be left alone. At
present, legisiation — reinforced by a
gentlemen’s agreement — restricts KWV
in supplying bottied products to Africa
south of the equator.

KWV now operates as a private pro-
ducer co-operative, with additional pow-
ers of regulating the wine industry
through the Wine & Spirit Control Act.
The Competition Board is still investigat-
ing the implications of the proposais.

According to Steven Goldblatt, an ad-
viser to Agriculture Minister Derek
Hanekom, “the Steyn report appointed to
assess KWV's assets raises issues that
have to be clarified. For this reason, an-
other inspector wili be appointed.”

One can only hope the appointment
will be made sooner rather than later for
the benefit of all concerned -- not least
the consumer. Piet Badenhorst
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WINE INDUSTRY
"By ._._.._>WO KOWO-AO)ZM

‘WINE co-operative KWV is be-
lieved to be talking to-the-In-
dependent Development Cor-
poration, = ‘Magotsi Trust,
Nafcoc ‘Holdings and Nyama
Trust on the acquisition of a
20% equity stake in a restruc-
tured KWV,

" Theo Pegel, director of pub-
lic relations’at KWV, would not
confirm-the names, but said
the 20% equity stake was part
“of the co-operative's attempt
to broaden participation in the

‘industry ‘to include blacks,

farmworkers and retailers.
Sceptics have suggested the
move could be an attempt by

o

KWV to blackmail the minister

of agriculture, Derek Hanekom,
to allow it to become .a com-
pany. Pegel claims the critics
have “chosen to ignore” the
fact that. black participation
was patt of its original propos-
al to convert into a company.

" “The reality is that we could
not continue as in the past. Qur
original proposals to the High

Courtincluded opening oppor-

tunities in the wine industry.
“If. we remain a wine co-op-

erative this“is not possible
since only winemakers are al-
lowed to be members.”

- In December the co-opera-

-tive sought a High Court order
" to allow it to become a com-

pany, but this move was

-blocked by Hanekom, who ar-

gued that some of the KWV's
assets were acquired through
statutory powers enjoyed
since 1924, KWV says these as-
sets belong to its members,

powe
@m;,oai

Hanekom set up three in--
quiries to look into the indus-
try’s regulatory environment,
assets of KWV and the effects
on competition if it became a
company. ¢

Three reports later, there is -
no end in sight, although a High':
Court hearing is scheduled.for
March 25, All three repotisare
out, but only two_ are public:
There is consensus on thé first,

o¥etnment.
f=itanekon sepmg unsatisfied

With the 3econd on the assets

fof KWV
h - Co
/DOHL as

f

o

and is likely to reject |

mpetition Board's re.

well. Hanekom’s i
Steven Goldbla mm..mm_




Consensus needed for KWV

to restructurq says Hanekom
()13

MAGGIE ROWLEY

Cape Town — Derek Hanekom,
the minister of agriculture, said
last night that his ministry would
oppose the KWV’s application to
convert to a company, unless
KWV, the department of agricul-
ture and the Cape Wine and Spir-
its Institute reached consensus
within the next week on the co-
operative’s restructuring.

KWV'’s application to have its
legal status changed to a compa-
ny is expected to he heard in the
Cape High Courton March 25.

The initial application,
brought in December last year,
was blocked by the minister who
appealed to the court for more
time to assess the full implica-
tions of the conversion.

Three inquiries to look into
KWV's assets, the industry’s reg-
ulatory environment and the
effec’g;o_,_‘, on. competition if KWV
becaméidcompany, were set up
by Hage}é .

These committees have
ported, but a further investiga-
tion into the assets of KWV (the
igsue which is believed to be de-
laying consensus) is now being
undertaken by Fisher Hoffman
Sithole. This is expected to be
completed this week. )

Hanekom said prolonged liti-
gation was not in the interest of
the industry nor any of the
concerned parties.

“We hope we can arrive at
consensus that will enable the
restructuring of KWV to go
ahead on a basis which will re-
sult in a healthier, more competi-
tive industry which encourages
new entrants and ensures a cont-
mitment to research and human
resources development through
fraining.”

Meanwhile, KWV has con-
firmed that it has been ap-
proached by six black empower-
ment groups, who are interested
in securing an equity stake of
about 20 percent in KWV,

ﬁ)uu\\%

Theo Pegel, the public rela-
tions director of KWV, said seri-
ous negotiations would only get
under way once their application
for a change in legal status was
approved to allow it to broaden
its shareholder base. This was a
prime reason for the conversion
to a company, he said.

The black empowerment
groupings are understood to in-
clude Nafcoc Heldings and the
Cape-based Mnyama Boldings.

Mnyama Holdipgs' Peter
Jones said they were not only
looking at picking up an equity
stake but also to use their strong
links with rural communities to
assist in KWV's strategic trans-
formation and restructuring.

“If we are successful this will
be our biggest investment to
date,” he said. Mnyama’s other
investments include stakeg if.the
Capricorn Research and:S
Park, Juta & Co publisheis-and
two radio licences operating
under Punt op Mediumgolf.
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umpus as Fawu claims workers not

e eew—tEeessssesaiTicasvoranntissanatten

. R = ) WINE
" LLEWELLYN JONES | restructuring plans. statement, - .. : - - KWV should lose all its regulatory powers
[Busixess REPORTER .After a meeting with Minister of Agri- . The organisation’s legal applicationto -a recommendation supported by KWV.

- A row hag blown up between the KWV
-and the Food and Allied Workers

. Union ahead of the KWV’s.court
appearance on Tuesday in its bid to

. convert itself from a co-operative into

"'a company. o

-+ The Food and Allied Workers Union

" /(Fawn), which claims between 2 000 and

1’3000 menibers in the wine industry, this

~'week expressed “outrage and anger” at the

* 'KWV’s failure to consult workers over the

culture and Land Affairs Derek Hanekom,

Tawu said it had resolved to support the .

minister’s undertaking “to use ail possible
means to oppose the KWV's scheme of
arrangement”. ,

- . The minister could not-be reached for
comment late this week, but the KWV
reacted with dismay.

“This isa clear-cut case of organised
labour being coerced to support the minis-
ter despite the disadvantages it may hold
for their members”, the KWV said ina

convert itself to.a company in Decetmber
last year 'was blocked by MrHanekom,

‘who appealed to the.couxt:for more time o

assess the full -implications of the
conversion. _ ’
He appointed three commissions of

.5@% to Iook into the KWV's assets, the

regulation of the wine industry and the
effects on competition if the KWV became
acompany. :

. _All three commissions have reported
back, recommending notably that the

The KWV has rejected any-allegations
that it did not consult employees.,

Managing divector Willem Barnard had
“fully briefed all staff” including 300 Fawu
members, abotit the proposed conversion
late last year, the statement said.

Fawu “dismissed with contempt”
claims that black empowerment could bea
reason for the restructuring, possibly
referring to the KWV’s discussions with
several black consortiums to take a 20 per-
cent stake in the KWV once it had been

converted to a company.
“How can they claim black empower-
. ment while disempowering their own
workers?” the statement said.
The KWV said the union’s viewpoint

" was “incomprehensible” because the con-

version had advantages for all workersand
producers in the wine industry, as well as
for consunmers.
" Fawu has called for a forum involving
representatives of labour, the KWV, the
state and other interested parties “to
ensure proper negotiations and
consultation”.
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Agreement paves way

for
er(n) 2y{3(9%

FRANCOISE BOTHA

Cape-Town — An agreement
reached this weekend between
the KWV and members of the
Cape Wine and Spirit Institute
should pave the way for the
deregulation of the Cape wine
industry, with massive ramifi-
cations for the rapidly growing
distilling industry in South
Africa, an industry source said.

The agreement follows op-
position from Derek Hanekom,
the minister of agriculture, to
establishing KWV as a compa-
ny whose assets would be dis-
tributed to its members.

The parties agreed, among
other things, that KWV will re-
lmqmsh control of long-term
dlstllhng wine contracts, This
move will allow other whole-
saler: producers to secure con-
tracts, thus giving them guar-
anteed and increased sources
of . both wine and-grapes for
production, the source said.

Accordmg 1o other feattires
of the agreement, KWV will
relax 90 percent of the control
over plant material and give up
the need for producers to con-
tribute a certain percentage of
production in terms of the
KWV's quota system,

ine dere:

latlon
MINE

~ 'The source said that the in-
dustry had sought a five-year
notice period from the KWV of
its inltention to enter the local
market. Until now, the KWV
has only produced for the
export market.

The parties had also agreed
thatif the KWV were tolaunch
its products on the local mar-
ket, shares in the company
would have to be publicly
listed.

Frans Stroebel, managing
director of Stellenbosch Farm-
ers’ Winery, said yesterday
that it was still up to the minis-
ter of agriculture to clear the
transformation of the co-oper-
ative into a company.

#The -concerns.-of the
wholesalers have been ad-
dressed, but there are still con-
cerns between the minister
and the KWV,

“Thit ... (move) will spur
local and mternatlonal invest-
ment in farms and grape pro-

duction areas.

« “In effect we are going. to
find a South Africa with far
higher investment in the wine
industry, (giving) this, country
a serious opportumty to com-
pete in the international com-
munity” he said.
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APETOWN — Relations have
|:souredifurther between the wine

| Hanekom andlabour on theother,
.| -ahead)of témorrow’s-High'-Court

-1 itselfinto a public company.
© About 83% of the KWV’s mem-

|-benefits accumulated over the
R o

‘[tco-operative KWV-on.one side-and -
|:Agricilfure - Minister . . Derek -

;|- hearing into its plans to transform -

-| bers approved the planslast year,

yearsto the KWV’smembers, . n
" Groupdirector TheoPegel:said

*+ atthe weekend that Hanekom had .
“coerced”: organised labour iinto-

supporting-his oppositien. to the

restrueturing during an-exclusive .
- meeting with the-Food:and Allied

Workers’ Union (Fawu).

prFawu said At “dismissed: with' "
" contempt” - the -reasons :behind .
KWV’s unbundling, which includ--.

- .ed. the jpossibility: 7 hlack -em-

{ KWV.and otlier:stakehiolders;
.. terested pazrties ‘and the state, to’
s-ebsure -that proper negotiations.
-z and consultation took place, )
- .Pegel said the union had’
.-agreed to attend a meeting last
+week with KWV staff, manage-
....ment and the minister. =~ - . .
“But, :last- Monday - afterncon -
:Mr: Hanekom indicated to KWV
= that he was not prepared to meet
. “KWV’s staff; onlywith Fawuman-

s

tablished comprising .Hmvoﬂm..,.mww.m Witiged labour being.coérced to sup-

--port:the:minister; despite disad-
antages it ‘may hold fortheir

-imembers,” Pegelsaid..

“ It-appeared fr¢m Fawu press

" ‘statements the minister had given

his undertaking to the trade union
to do everything in his power to
oppose the KWWVs conversion.
-Hanekom had appointed two rep-
resentatives to negotiate with the
KWV, despite apparently having
already, decided to.oppose the re-

it o
“Faw’s un-

prise and dismay’:

happiness with the tr

comprehensible in view of the fact
that the conversion actually holds
advantages to ali workers and pro-
ducers in the wine industry”.

The court was expected to con-
sider three separate povernment-
commissioned reports tomorrow
— one an investigation into the
regulatory framework for the wine

.and distilling industry, another

|-and.a favourableigotntidacision ' powerment : partnership!.y-Th gementand shop stewardsy structuring, Pegel said. . -} ;, into the assets of the KWV and a
-would:see the dist¥ibution-of all union asked for'a forim to bet 4Thigis: a-clegr:case 0f organ- The KWV.had Jearnt nﬂ,..ﬁw‘am._mw.w third into the competitive effects

of the unbundling process. +

_ fongpet

orma- -
tion process, which it found “in- %

o

While the Competition Board’s

findings into the competitive as-
pect have not yet been made pub-
lic, the Kassier report has called
for the dismantling of the current
regulatory framework governing * _
the wine and spiritindustry, . °

- The third report said although
the KWV had statutory powerg
this had notboosted its reserves or
allowed it to acquire undue assets. m
Wﬁ&uﬁm m.mwwmw Heffman Sithole

ere.appointed toiinvestigate ho

_the KWV’s assets were m%nﬁm - m
- ter Eﬂﬁﬁ@ in theinitial report:
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" exports could DEShortivéd.” < - ¢

' THE huge overseas demand for

South African wine may dry up if
prices continue to soar and quality
does not improve, experts have

.« warned winemnakessce oF < #h-

'"The industry has seen a tenfold

. inérease in exports since 1990 but

soaring prices and mediocte quali-
ty may bring this honeymoonto a
close, exporters say. -

The Nederburg Auction of pre-
mier wines at the weekend saw a
30% increase in the price of red

~ wines — with an average bottle of

red going for R31,30. Retailers pre-
dict that the price of table wines
will risé 15% to 40% this year.

“Prices have gone too far,” said
Mr Richard Kelley, export manager
for Vinimark import/exporters,

“1f South Africa continues to
put up prices without the quality

| improving, the _potential for

Select wines were selling at
prices higher than those asked in
British retail outlets, in spite of the
exchange rate, Kelley said.

British auctioneer Mr Patrick

“ yGiabby whohasbrought the ham-- '

mer down on 23 Nederburg Auc-
tions, said he saw too many “unin-
spiring, insipid” South African
wines in export markets. He
advised producers to take advan-
tage of the seller's market by pro-
ducing top-quality wines.

. Stellenzicht winemaker Mr -

Andre van Rensburg said it was
only fair that local producers got

better prices for high-quality:red

wine. “South African consumers
have been protected — they've had
it too good for too long.” =37
+ Mr Jeff Griet, Villiera owfier and
winemaker, predicted that an
increase in the production of red
wine would neutralise price hikes.
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Business Day Reporter

AC{RICULTURE Minister Derek
Hantkom yesterday denied a
claim by KWV group direeter Theo
Pagel, reported in Buginess Day
on'Monday, that he had “coerced”
organised labour into supporting
his opposition to the restructuring
of the co-operative.

‘Pagel sald this had been done
during an “exclusive meeting” be-
tween Hanekom and the Food and
A].hed Workers’ Union (Fawu).

The KWV concluded from =
Fawu press statement, which “dis-

Hanekom denies labour coer

missed with contempt” the rea-
sons behind KWV’s unbundling,
that the minister’'s undertaking to
negotiate with it had not been
made in good faith.

Hanekom rejected the sugges-
tion that he had replaced a sched-
uled meeting with KWV stail and
management with one attended
only by Fawu representatives.
“The Fawu shop stewards meeting
was the only such arrangement in
my diary,” he said.

In a letter to KWV chief exec-
utive Willem Barnard, Hanekom
says he met Fawu at the union’s

@Oﬂ claim

invita “and they decided to 18-
sue a press statement. We most
certainly did not agree on what

Fawu may or may not say, and
could never have done so.”

Hanekom told Barnard there
was “clear dissatisfaction” among
shop stewards about what they
perceived as a lack of consultation
with KWV emlEloyees

“I would like o encourage you
to continue speaking to my advis-
ers in an attempt to come to an
agreement which will give us a
‘win-win’ situation we are all look-

1 % Y Lk
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odid ro%'e " vert to %cg)mapi an H;‘Zekom’s ob-
an agreement signed this week be. Jjection were both postponed on
tween the KWV wine ce-operative and Wednesday, They will be heard in the
liguor wholesalers, the legal adviser to  Cape Town supreme court on April 2,
Agriculture Minister Derek Hanekom The CSWI — which includes among
said yesterday, others the Stellenbosch Farmers’ Win-
“I would advise him (Hanekom) to  ery, Distillers Corp, Douglas Green,
make sure the agreement ig the subject Bel]jn]fham, Gilbeys and Seagram —
of a competition board inquiry,” said initia y opposed the KWV’s privatisa-
lawyer:Steven Goldblatt, He said the tion plan on the grounds it would pose
accord appeared to mitigate against unfair competition in the local market,
the entry of new industry players. Sources close "to the agreement
“It seems prima facie to fly in the signed this week said the KWV had
face of a trang arent, open and acces- given the CSW] assurances its market-
sible market,” &ldblatt said, ing efforts would remain focused on ex-
. spokesman Cassie du Plessis ports, at least in the short term,
declined to comment on Goldblatt’s re- The sources said the KWV believed
marks, But he said the agreement in  its current activities were generating
- principle, signed with the Cape Wine sufficient profit and that trying to
and Spirits Industry (CSWI), meant break into the domestic market would
the CS%VI would withdraw its conrt ef-  notheattractive to the eo-operative.
forts to block the KWV from converting They said due to a shortage of SA
into a private company, “There might quality wine, the KWV gid not have
be certain contracts emanating from  enough wine to service foreign cus-
. this,” Du Plessis said, Agreement de- tomers. The KWV, with 4400 wine
tails still had to be Analiged. | farmer members, operated in about 50
- Hanekom has ‘also brought a court’ countries, but was barred by law from
actjon to block the KWV Privatisation selling in Africa south of the equator
move, basing his action in part on the ' unlesgits members agree,
fact that the KWV uged its position as a It provided about 50% of the brandy
statutory industry regulator to aceu- sold in SA. According to court papers,
mulate assets at no risk to itself, . the KWVhad accumulated Ribp worth
e KWVs court application to con of asgets, — Reuter,

1
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The high court hearing on EWV’s
, proposal to implement a scheme
of arrangement that will enable it

to restructure from -its cO-gpera- .
{ive status into & company was’

postponed yesterday until April 2.
The delay is to give the judge
" and KWV an opportunity to con-
! gider the arguments presented by
! Derek ‘Hanekom, the
minister. The minister, who isnot
aparty tothe legal action, has ap-
plied to infervene in the case.

Meanwhile, controversy sur- -

rounds efforts by the Food and
Agricultural Workers’ Union
(Fawu) to also become a party to
the legal action. Willem Barnard,
KWV's managing director, has
criticiged the union as having no
Jegal interest in the matter as it
was not a member of the co-0p.

KWV’s restructaring

agriculture-

aring postponed

| QB“?WINE-

ove by Fawu has been
prompied by Minister Hanekom
who visited our operation in
Pdar] and chose only to meet with
a select group of Fawu mem-
bers,” Barnard said, adding that
Jhe wanted the minister to talk to
the shop stewards and all employ-
ees but that Hanekom refused.
“1e chose to talk only o Tawu
employees, which is strange.
Fawu represents about 30 percent
of KWV’s employees.”

Stephen Goldblatt, Hane-
kom'’s legal adviser, said the min-
ister was in no way associaied
with Fawu and that if the union
chose to support the minister’s
move then it could only be at the
unian's own initiative. Neverthe-
Jess, the minister was pleased
with such support, Goldblatt
said.

1 Business Watch
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change

delayed again

status

Union, Mmzster ob]ect

I.LEWELLYH JOHES

BusiNESS REPORTER

The KWV’s attempt to convert from a
co-operative to a company has been
delayed again after both the Minister -
of Agriculture and the Food and Allied
Workers’ Union (Fawu) intervened.

The union said last week it would
oppose the KWV’s plans, but its decision to
enfer the legal fray came as a “complete
surprise”, KWV managing director
Willem Barnard said yesterday.

Along with Minister of Agriculture
Derek Hanekom, the union has asked the
High Court, which must give the green
light to the KWV’s conversion proposals, to
authorise it to file counter arguments.

Yesterday’s High Court hearing was
postponed because the court decided that
the Minister of Agriculfure’s opposing affi-
davit was “incomplete” and did not take
into account the latest developments.

These developments include the settling
of differences between the KWV and the
Cape Wine and Spirit Institute over the
KWV’s conversion.

The Minister was given until this after-
noon to file a completed affidavit,

Meanwhile, Mr Barnard expressed sur-
prise at the union’s stand, claiming shop
stewards had voted to support the KWV's
ggnversmn into a company last Wednes-

Y- : ) :
Union officials could not be reached for
comment yesterday.

Dr Barnard reiterated his belief that the
union management had been “coerced”

1nto supp ort!ng the Minister despite the |

disadvantages that it may hold for its mem-
bers.

If the Minister is successful in his appli- |;

cation, the KWV’s bid to become a compa-
ny could be put on hold indefinitely until
his concerns are allayed.

A legal adviser to the Minister said the
issues were complex and “not capable of
being resolved next wee

The Minister commlssmned three
reports: one on the regulatory environ-
ment in the wine industry, one on the
KWV's assets and one on competition ina
deregulated environment. He was also con-
cerned that a new system should be devel-
oped that would open the wine industry to
new players who had previously been
denied access.

Two of these — the Kassier report on reg-
ulation and the Steyn report on the KWV’s
assets — have been made public but the
findings of the Competmon Board's inves-
tigation into competition in the industry
have not yet been released. -

The Kassier report called for the com-
plete dismantling of the currently regulato-
ry framework.

The Steyn report found that it was
impossible to distinguish between assets
acquired by the KWV asa result of its
statutory powers and other asséets: The
Minister has now appointed auditors Fish-

er Hoffman Sithole to take a closer look.

But time is running out for the KWV
which needs to change its status to that ofa
compariy to meet the challenges of global
competition,

R
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H kom lalmches late
court bid to halt KWV

;‘if‘
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MAGGIE RDWI.E\’ and held for th beneﬁt of the
oAl . industry as a whole.
Cape, Townk—,Derek Hanekom, Hanekom aiso argued that

the agriculture minister, yes- KWV's statutory powers and
terday lodged an applicatiot in  duties in terms of the Wine and
the High Court for leave to in-  Spirits Act made it an organ-of
tervene in' KWV's application  the state and the proposed in-
to-sanétion its gonversion-from - eorporatipn-as-a’ ‘companyse
a co-operatwe o a company. would result in the overnight
He also sought permission  collapse of a regulatory system
to file documents after the in place for more than 70 years,
court deadline had passed. - At the very least, he main-
The: requlred papers\ hadu -tained, KWV should not be per-
been lodged more than amonth  mitted to effect a conversion
late because time had beeri without full consultation with’
neededl to consider the submis-  the minister and the passing of
sions of three committees ap- “legislation to ensure that no
pointed to investigate the impli-  vacuum for the proper regula-
cations of KWV's application. tion of the industry was created.
Argumg in court papers for = Calling on the court to dis-
the right to’ interverie, Hane- miss the minister’s application
kom said the members of KWV . with costs, KWV argued that it
occupied thelr posmons inpart was not an organ of the state,
“hy virtue of ahistory of racial  but an agent carrying out cer-
discrimination and limitation  tain functions of the state. The
upon the ownership of land”. assets of KWV belonged to its
If the court sanctjoned members and any surplus.con:
Wirsaplication He Satd THe " teihiition  that‘arose from'its"
memf)ersrwould partjcipate in. control of the distilling wine
theiprlvatlsatlon of KWV ; pool ‘was i1sed for the benefit of
speot of’ assets Held by the mbers and producers who
opeﬁattlve that wers, generateda contrlbuted to the pool.
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‘Risk of loss in delay’

DENMIS CAVERNELIS

Hign CourT REPORTER

A strong risk existed that the wine
industry could lose out on business
opportunities if KWV’s conversion
from a co-operative to a company
was delayed, KWV counsel Philip
Ginsburg told the Cape High Court.

He was arguing yesterday against at
application by Agriculture and Land
Affairs Minister Derek Hanekom for an
order effectively delaying the conversion.

The Co-operative Wine Growers’
Association of South Africa and the
KWV Group Co-operative are asking the
court to sanction a change in KWV's
legal status from a co-operative to a
company.

In December, 83,8 percent of wine
farmers representing KWV voted for the
change.

The co-op also asked the court to
approve its application for the Wine and
Spirits Control Act to be amended to
allow KWV to become a private company
and for confirmation of a reduction of

share capital in terms of the Co-Opera-
tives Act.

The Minister is asking that KWV’s
application be postponed until affidavits
are produced that could affect the court’s
decision to sanction the conversion,

Mr Ginsburg said the proposed
scheme of arrangement had been proper-
1y approved by special resolutions passed
at meetings held by KWV, asset out inan
earlier court order.

He said new business opportunities
beneficial to the wine industry and South
Africa as a whole couid be lost if the con-
version process was delayed.

Theo Beckerling, SC, for the Minister
argued that if KWV was converted to a
public company it would no longer be
qualified to carry out the powers and
duties vested in it by the Wine and Spirit
Conirol Act.

“Its assets are intended to serve the
interests of the industry as a whole, and
are not intended for the sole use and
interest of KWV’s members,” he said.

The hearing continues today. Mr Jus-

tice W J Louw is on the Bench.
YL
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South Africa’s wine exports
increased to 11,1-million cases last
year, earning R550-million in foreign
exchange, the KWV said in its annual
report today.

The co-operative said it had revised its
initial estimates for wine exports in 1995
to 8,2-million cases from 7,7-million
before.

Wine exports had snowballed in the
past few years, surging by 1 300 percent
from the 855 000 cases in 1990.

“Literally hundreds of South African
wines are, for example, available on the
shelves in the United Kingdom.

“This is in sharp contrast to a few
years ago when KWV wines and only a
few others were availabie on the shelves.”

The KWV said South African wines
were exported to almost 60 countries,

V toasts surge in
S African wine ex

ENE

11 -mzllzon cases earn B){:ﬂg (

with the European Union being the single
largest client.

Referring to the domestic market, the
KWV said that since the end of 1993 the
previously stagnant market for natural
wine had improved.

This gained momentum in 1996 and
growth now appeared to be sustainable in
the medium term.

The intake of unfortified wine by the
wholesale trade, including exports, had
grown by 13,5 percent in 1996 and growth
of about five percent was foreseen in the
domestic market in 1997.

Including exports, growth could top 10
percent.

Domestic sales grew by five percent,
with wines in the high- and medium-price
range growing by between five and 10 per-
cent, largely because of increased

4]27

tourism and higher domestic dlspoéable
incomes.

“This growth is, however, hampered
by the shortages in red wine in particu-
lar, as well as in noble white cultivars,
currently being experienced in the mar-
ket,” the KWV said.

The market for standard-price wines
was levelling off and could fall further in
future.

This indicated that consumers were
turning to higher-priced wines and {o
alcoholic beverages such as brandy,

The KWV said the latter trend was par-
ticularly evident in its 1996 financial
results, with after-tax income rising to
R88,3-million from R78,3-million in 1995,
while net income from own transactions
rose to R71,2-million from R47,7- mﬂhon -
Reuter
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No MORE WHININ
4ol _

The KWV an producer—wholesalers in
the wine and spirits industry have buried
their differences. The Cape Wine & Spirit
Institute (CWSD) will not intervene in the
planned transformation of the KWV from
co-op to private company.

Institute executive director Riaan
Kruger calls it “a win-win situation.”
However, he says it took months of de-
liberation for the two sides to settle their
differences, some of which dated back
many years. '

The agreement will have far-reaching
consequences. The KWV undertakes not
to enter the domestic market immedi-
ately in competition with the producer-
wholesalers. It is allowed to do so after |
five years, provided due notice is given.

When that happens, there will be repo-
sitioning in the domestic matket of both
the KWV and members of the CWSL.

KWV MD willem Barnard says “the no-
tice period 1s required to enable mem-
bers of the CWSI to expand production
facilities, while the KWV needs time to
arrange distribution channels and estab-

lish trademarks.”

The KWV may also eventually seek a
stock exchange listing.

Long-term KWV agreements for the
supply of distilling wine by producers
from the Oranje and Olifantsrivier valley
terminate in 2001, and the option to ex-
tend the arrangement by 10 years will
not be exercised.

Both parties agree that a system of

dealing with domestic surplus is essen-
tial. if thereisa local shortage of distilling
wine, imports willbe co-ordinated. Statu-
tory levies will fund research and industry
information, as recommended by a com-
mission of inquiry into the sector.
0 A Cape High Court attempt by Agricul-
ture Minister Derek Hanekom to block
the KWV transformation was due to re-
sume this week. Piet Badenhorst
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Johannesburg — South African
wine exports have soared above
10 million cases a year — a target
that was initially expected to be
achieved by 2000

Figures released yesterday by
the KWV showed exports
climbed 35 percent and earned
more than R550 million in
foreign exchange. Exports rose
from 7,7 million 9-litre equivalent
cases in 1995 to about 11,1 million
cdses last year

The increase in sales would
have been higher at 44,5 percent,
but the KWV revised the indus-
try’s 1995 export figures upwards
to 8,2million cases, reducing for-
eign sales growth over the past
year. At the same time, the value
of exports climbed 50 percent.

The strong growth in volume

)

ne exl!)(.l)g tsl')better 10m case target

=T

ollows a 48 percent rise in-1995
and a 112 percent increase in
1994, The largest export growth
was recorded in the Far East and
North and Scuth America, where
volumes increased by 173 percent
and 104 percent respectively

The figures represent what is
classified as “good wine”, which
is wine in bottle or bulk contain-
er and excludes wine intended for
distilling purposes,

Jannie Retief, the chairman of
the South African Wine and Spir-
it Exporters’ Association, said
the figures were good news for
the logal industry, especially
given there was a shortage of red
wines and wine made from noble
cultivars.

The new figures are estimates
based on statistics submitted vol-
untarily by producers who are
metnbers of the association. In

total, the members produce more
than 95 percent of bottled wine
exports, but not all submitted
export figures. Retief said the es-
timates had been necessary he-
cause the government was un-
able to collect and coliate all wine
export information.

The largest volume of wine —
about 45 percent — went to the
UK, followed by Germany:.

Retief said the association
would start to focus on expanding
the country’s export destinations,
with special attention being paid
to Germany and the US. )

“We will start to focus on
other countries apart from the
UK so that we can have our cake
split up in a more balanced way. It
is better iff we have a more diver-
sified market, and both of thHose
countries have shown the highest
demand for new-world wines.”




A]l the nghts and duties of the KWV
co-operatwe will ¥etnain in foree if it
is pnvatlsed the Cape ngh C' urt-
'heard :
¥ ThlS was one. of the argmnents.yester-
: I_-?hlhp Ginsburg, 8C, for KWV.
g gr“ culture and Land Aﬂ‘alrs Minis-
| tex erek Hanekom has applled foran
order that 'will: effectively: postpone
| KWV's: transformatlon from a'co- opera~
KK tlve-mto acompany:, : .
| .. #The Co- operatlve Wme Growers .
. Assom ion of Sotith Africa an’ KWV.
-fiare askmg the colitt to sanctioh a change:
in KWV 8 legal status ﬁ'om a.c0- operatwe
' toacompany o
;:{The.co-op is.also askmg the court ‘to
-, approve its apphcatlon for the Wine and
i| Spirits Control Act, to be amended to
’ allow itte g0 private. " :
<In addltmn, it wants cont'n'matmn ofa
reductlon in’ share capltal m terms of the
. Ce-operatlves Act. .
*'The minister is askmg in his apphca— :
: tlon to intervene in the proceedings that
- KWV’s apphcatmn be postponed until
-thelcourt sees affidavits that could. aﬂ‘ect
1ts dec1310ns . 3
- Mr 'Gmsburg sald the Pr ¢
scheme of arrangement and converswn‘
of EWV toa company would not “'hange
 the'essential nature of KWV.. . i
Lt would stillbe pr0h1b1ted from  freely
supplymg orselling 11quor for ¢ consump-
tion in South Africa, Mr Ginsburg said.
The hearmg contmues today ¢
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Hanekom’s m%mntlon may harm KWV earnings

Samanthas rge \ \q
CAPE TOWN — A\él"imure'ﬁinister

Derek Hanekom’s attempted interven-
tion in wine co-operative KWV’s planned
conversion to a public company was a
“girategy of delay” that coulcPl only harm
the company’s earnings potential, KWV
said in the Cape High Court yesterday.
Hanekom had asked the court for per-
mission to intervene in the restructuring
process, which he said would lead o0 a
vaeium in the current regulatory frame-
work. But KWV said delays surrounding
the conversion, which came with the
suppoth of 83,8% of members, could lead
to a poténtial earnings loss for the group.

}ow

c

KWV's regulatory obligations wounld
be continued under the guise of the new-
1y created company.

“The nub of the minister’s concern ig
that the industry should not be left with-
out a regulatory structure ... and we say
the existing regulatory structure goes
with us,” KWV said. The matter contin-
ues today.

Reuter reports KWV said in its latest
annual report that the SA wine industry
had experienced a boom year last year,
with total wine exports increasing from
8,2-million cases to 11,1-million case
and “the stagnation of the domestic mar-
ket now something of the past”.

“As a result, exports have snowballed

by 1300% from the 855 000 cases in
1990. The estimated foreign currency
earned from these sales . is about
R550m”, with the value of exports as op-
posed to export velumes increasing 50%.

The report said the strong interna-
tional demand for SA wines showed con-
tinued growth throughout the year and
put serious pressure on the limited re-
sources of noble cultivars, which meant
the full potential of the markets could
not be exploited.

Export sales to the main markets in-
creased considerably, growing 20% in
the UK, 50% in Western Europe, 16% in
Central Europe, 104% in the Americas
and 173% in the Far East.




WINE Cost of quality reds up by 30%

:Imported labels are in

demand at top
Oa T

Francolst B

Johannesburg — Sharp 1n-
creases in the prlce of quality
South African wine have paved
the way for a significant in-
crease in wine imports aimed
at the middle and upper end of
the local market.

The price of red wines at .

this year’s Nederburg auction
roge’ 30 percent. Alex Dale, the

mar] etmg director of Long-

r1dge Winery, a Stellenbosch
: producer active.in the import.

busmess sald that the area
whete iniports could be “most -
competitive” was in the middle
', in demand for imported wines

market, from R30 to R4 a bot-
tle, followed by the lower end
between R10 and R20. .

."The upper ‘enid of the mar\;

ket from R50.upwards, is stﬂl

far more trlcky because Southy
African wines are only starting - -

to achieve these prices. But,
this picture, in terms of price
voints, i3, SOmewhat h1stor1ca1
because ﬂi'bre are gomg tobea
lot of wines iri;the R80 and R0
a bottle bracket,” Dale said, * |
Longridge Winery, which

sells to the trade on an 1mp0rt‘
. agency basis, represents wines’

D I’ICGS
=

Gstly Trom France-and Aus-
tralla with limited shipments
from 4 host of other producing
areas including California,
New Zealand and Chile.- The
wines retail for prices from
R19,95to a few thousand randa
bottle,.

“We started 1mport1ng ‘al-
most a year ago and set ambi-
tious targets, which we easily
exceeded, so the demand is ob-
viously there, Imports will defi-
nitely grow. They cannot
shrink, simply because there
has been so little brought in in
the past,” he said. )

Dale attributes the increase

to an inéreasing culture of ap-
preciation of good wine in the
country. The company expects
to import up to 10 000 cases this
year

“It is very 1mportant for
South Africa to have wines that
can command. international
prices. Although this translates
into a situation where they look
absurdly expensive for South
Africans, those prices. would
still be a drop in the gcean for a
highly rated internations] pro-
ducer,” he said.’
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. Derek Hanekom
the. agrmulture mlmster; on Fr1
day.urged the high:court to post
pone for four months considering
KWV’s application 0 converttoa
company This’ would allow {ile

g consni L the full nnphcatlons

l Cape:'l‘oum B

‘ dev1se an,a.lternatlve statutory
system for the wme mdustry 1e

apphcatlon for the right to mter— :
-yene was reserved but is expected
later thls month ‘

1t‘were to covert
to a company was an, alternatwe
statutory system needed to be put
n place ‘i

mtervene was successful the,re—
quested four month perlod
should. prov1de suff1c1ent t1me
However the nature of .the Work

Movmg for the dismlssal of
the mlmstérs appllcatlonsKWV
said the, 1nev1tab1e . consequence
of grant:mg the minister the right
to mtervene would be the. mde—
termmate; postponement -of
KWV’s apphcatmn for ‘conver-
s1on unt]l an alternative regula—
tory system and pohc_g as:in

for- it benefit and. tha,t of: its
members ‘The, m1nlster -was .

: nn
pede the progress of KWV 's com-
merc1al objectrves, it sald

' The 1mped1ment the muuster
was puttlng InEWV's. way arose '
from his apphcatlon to mtervene

in KWV s bid to convert to a com-
pany to enable it fo raise funds 1o
pursue these opporttm1t1es
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THE KWY AND THE MARKET
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WAITING TO POP THE CORK

The wine industry is bubbling with
controversy. At the heart of the mat-
ter is the proposal by the Kodper-
atiewe Wynbouetsvereniging (KWV) to re-
struciure itself as a private company.

This seems an admirable route to-
wards opening the industry to deregula-
tion and competition. The process is in-
tended to make shareholders of the
KWV’s 4 700 member farmers, iransfet-
ting to them ownetship of the co-opera-
tive’s assets that have been built up since
its formation in 1918.

But a High Court case to defer the
transformation has been brought by
Agriculture Minister Derek Hanekom.
Partly, Hanekom believes the regulatory
functions conferred on the KWV by par-
liament — and enshrined in the Wine &
Spirit Control Act —need to be addressed
again by the legislators before the con-
version can be made properly.

Partly, too, the Minister questions
whether the KWV members should be
the sole inheritors of assets
built up over the years.
Meanwhile, a number of
highly emotive issues have
sutfaced.

More than 80% of KWV
members favour the trans-
formation. They are mainly
grape growers, whose
products go not only into
wine and spirits but into |
juice and concentrates. It is
a labour-intensive field in
which past labour practices
— particularly the notorious
dop system on wine farms,
whereby workers were
partly paid or “rewarded” in
drink — have recently again come into
the spotlight.

Though the KWV naturally opposes
such obnoxious practices, elements with
KWV links have blamed two wine writers
— John Platter and Michael Fridjhon —
for causing the trouble over a system it
says has long been discontinued (though
this may not be true on alk farms).

This charge, however, is an over-sim-
plification of what has been written and
said by the writers and it is fait to discermn

Hanekom

the targeting of convenient scapegoats
who are blamed for impeding the inex-
orable progress of the market.
Nevertheless, in the modern trading
environment, the market argument is
strong. Willem Barnard, MD of the co-op-

TOTAL SOUTH AFRICAN

Million cases
12

EXPORTS OF WINE

holders.” Certainly, international percep-
tions demand change. Irrespective of the
issues being argued in court, deregula-
tion would unquestionably have far-
reaching effects, including the possible
further vertical integration of the indus-
try. Though af-
fected unions ar-
gue that the KWV
has not consulted

O—=NOL R N W

erative, says “there is no salvation for any
industry in regulation and inviting gov-
ernment as a partner. Government is not
a good pattner in business, We
must be directed by the interna-
tional markets; we must be able
to stand up and face competi-
tion without government in-
volvement.

“We will not be able to
achieve stature as a co-op ~—
we need investment and to ex-
pand international operations,
and members will only be able
to give effect to this as share-

SPIRIT INSTITLT

R ennd

Riaan Kruger . . . differences date back mare than 18 years

sufficiently widely
with  its  con-
stituency, the co-
operative has ap-
parently managed
to convince at
least some previ-
ous opponents of
the restructuring
—the Cape Wine &
Spirit Institute,
representing wholesalers — to recon-
sider some of their objections (see Busi-
ness March 28), though this may not have
the force of a contract.

At the least, the move has gone some
way towards meeting the wholesalers’
concerns — though the agreement re-
mains to be signed and sealed.

Until last year, the regulatory powers of

the KWV enabled it to set the minimum
price of wine. As Fridjhon — an adviser to
the Minister — explains, the conse-
quences were inevitable: market distor-
tion. “The cartel — meaning the structure
of the KWV with its interest in Stellen-
bosch Farmers’ Wineries
(SFW) and Distillers, and
the interest of Rembrandt
in those groups — was
largely to blame for ex-
cessive price increases in
wine as opposed to beer
in the early Eighties. This
is the major reason for
the increase in market
shatre of beer.”
i Between 1980-1985
| the price of beer in-
creased by 35%, that of
good wine by 68%. This
trend has since been re-
versed (see graph).

Target set
for year 2000

g8 - 988 2000

SGURCE: KWV

But, it is feared, a new-
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born KWV may enjoy an unfair advan-
tage over smaller producers. According
to Barnard, the industry services pro-
vided by the KWV include advising
smaller producers to establish them-
selves as exporters. The KWV at present
supports 17 such producers in their bids
to establish their labels internationally.

Fridijhon says the KWV charges pro-
ducers for whom it does international
business and gains cachet from the smart
boutique brands it is seen to manage.
What do the statistics reveal?

The latest KWV annual report shows
national targets set in 1994 for the vol-
ume of wine exported to the year 2000 as
11m cases — a goal reached last year,
representing a growth of more than 250%
over three years.

KwV's share of this is 15%.

Fridihon suggests this indicates the
greater freeing of the industry in recent
years. Additionally, the devaluation of
the rand — and SA's greater “sexiness” in
export markets — has boosted foreign
sales. Fridjhon, who has a wide involve-
ment in the industry, says that “if the
statistics are correct, KWv's share of the
export market has actually dropped from
over 50% five years ago to 15% now — a
sure sign that it has not profited from this
new sexiness to the extent that other,
even first-lime, exporters have done.”

Hanekom's concerns, however, are

PRICE INDEX MINIMUM WINE, BEER,

1985=100

Inflation

80 82 B84 86 88

*minimum price up lo 1985, 1996 guide price

with more than the size of the overall
market and KWV's share. Thete are ethi-
cal issues — and a conundrum: how can
the. Minister equitably deregulate a co-
operative, with a vast asset base, which
in the past fulfilled an important role as
industry regulator?

Barnard says the Minister’s legal inter-
vention could have unforeseen conse-
quences: “The outcome will not only de-

INFLATION
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94 96

termine the fortunes of
the KWV and its mem-
bers; it can also open
up a can of worms for
other companies and
co-operatives  where
regulation was (and
still is) a feature of busi-
ness.”

It was to answer this,
and to assess the ef-
fects of restructuring,
that Hanekem called
for three independent
inquiries into the affairs
of the KwV. The first
probed the assets (the
Steyn report); the second (by the Compe-
tition Board) checked the effect on com-
petition; and the third (the Kassier Com-
mittee} looked into the regulatory
environment.

Initially, the Minister found himself on
the same side as the majority of pro-
ducer-wholesalers in the indusiry. Bui as
the realisation dawned that the KWV
might become — in effect — exempted
from its regulatory duties under the Act,
the tranquil atmosphere of the vineyards
was disrupted.

The KWV is specifically precluded by
the Act from competition in retail liquor
in Aftica south of the Equator. But Frid-
jhon says “KWV supplies wholesalers
and is the co-controlling
shareholder in two of the
biggest wine and spirit compa-
" nies, to whem it supplies much
of the raw materials for their
business such as the rebate
brandy necessary for the pro-
duction of SA brandy.

“It has an exemption for the
sale of KWV 10-year-old
brandy, some ports and sher-
ries, and the Laborie wines. Af-
ter transformation, it could still
trade — despite any agreement
reached with the Cape Wine &
Spirit Institute — if, for exam-
ple, it formed a joint venture
with SAB and launched a new
company with new brands.”

Riaan Kruger, executive director of the
Cape Wine & Spirit Institute, says “some
of our differences date back more than 18
years.” The immediate effect of the
agreement was that the institute did not
join Hanekom in his court action last
week.,

Barnard contends that the agreement
merely reflects a current working rela-

Barnard

SOURCE: KWV

tionship in the industry. But the
Minister’s advisers do not se¢ it like
that. A lawyer for the Minister be-
lieves the pact strengthens
Hanekom's case.

For his part, Fridjhon — who has
written extensively on wine for the
FM — has become something of a
béte noire for the KWV. His appoint-
ment as an adviser to Hanekom
was criticised on the grounds that

Michael Fridjhon . . . greater freeing of the
industry in recent years

he is not impartial.

The KwWV-wholesalers’ agreement —
or, possibly, draft understanding — flies
in the face of one of the strongest points
of argument advanced by Theo Becker-
ling, SC for the Minister.

And it is a point that Fridjhon presses
strongly. "Due to the privileged position
of the KWV in exercising the stipulations
of the Act, a substantial asset base in the
form of information was gathered over
the years. These assets are public do-
main.”

Fridihon adds that there is far more
than information involved: "KWV at pre-
sent controls the essential raw materials
for the industry. It owns the means of
production necessary to process a grape
crop.” These include processing assets
{wineries, juice concentrate plants, dis-
tilleries) which are “essential, given the
transient life of a grape crop. Whoever
has this equipment controls the growers.
This is why the KWV was formed — to
counterbalance the domination of the
wholesalers. These assets may be public

in nature.” S
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‘repeal existing. Iegislatlon dnd

prov1de tlme to amend and

create a new framework 1o free

up the’ workmgs of the industry
4T do not wish to stand-in the

way of the KWV’s plans.to be-

|| come.more competitive arid be in -

a better position to develop its
foreign"markets. T do, however,

Jhave several concerns about spe-

cific details relating to the KWV's
proposed resn'uctlumg " he said,
v The KWV reached agneement
last- month with producmg
wholesalers through the Cape
|'Wine. and Spirit Istitute on'the
supply of wine, brandy and plant
material to the domestlc market.
Lourehs Jonker the chawmm
of the KWV, said that alth ugh
1nformatlon gathered by, hree

{ commissions of inquiry appomt~

ed by ‘the’ mlmster as well ag dis-
cussions'within the mdustry had
cIarJﬁed ancertamty arm g._par-

is'a: person who stands’ it divect
compet1t10n with :the South
Afrlcan hquor Jndustry by being
a pmmoter and mar%:eter of prod-
um‘s ft'om other wme conntries,”
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ﬁ The KWV was dealt a severe blow
n lyesterday when its application to
# convert to a company was postponed in

ithe Cape High Court to August 18. :
J8E The court ruled that Minister of Agricul-
-geture and Land Affairs Derek Hanekom could

iorhecome a party to the KWV’s application to
Siconvert into a company, allowing him to
sorhplete investigations into issues relating
o the conversion, These include the future
#regiilatory environientiof the wine indus-
oitry, the competition implications and ques-
: wmmoum relating to some of the assets.

:.|.-qo-‘-...-,--.o-.i.-lnnn..no-noo-ac-a-.on---o‘u-.!cnu-nnn.oo-.--co‘-b----oo-honoico-o--on¢|c|||(l|¢o..|n-..u.uo.c.illllllic!ccl.cl llllll -

The minister mmwﬂon opposed the KWV’s
application on the grounds that it could lead
to the collapse of the regulations controlling

_the local wine and spirits industry, and
would also see it benefit from the “privatisa-
 tion” of assets which were generated through

the exercise of its statutory powers.

Mr Hanekom welcomed the ruling, but
added: “I want to make it clear that I do not
wish to stand in the way of the KWV's plans
to become more competitive, and tobe'ina
better position to develop its foreign markets.

“1 do have several concerns about spegific.
_details relating to- the KWV’s proposed
restructuring, and the'court has granied me
the right to address these over the next few

V’s application postponed

‘Hanekom given more time to finish investigation

months.”

He said the extra time would allow him to
complete the investigation into KWV's
assets. ' '

Harvey Weiner, managing director of
auditors Fisher Hoffman Sithole, who heads
the investigating team, told the court it
would take at least three months to complete
the task of determining the nature and value
of KWV's “substantial” assets. _

The minister said he hoped that it would
be possible for the parties to reach a negotiat-

ed settlement that would address the major

issues in the time granted.
“] would like to see a new dispensation
where the interests of everyone — new

(R)wine

Al bl

‘entrants, growers, producers, workers,

wholesalers and consumers —are addressed.”

‘Chairman Lourens Jonker said he was
“axtremely disappointed” that the KWV’s
application to convert to a company had been
postponed agaitt.

“We agreed in December to give Mr Han-
nekom three months for his investigations
and gave-our full co-operation to the three
commissions appointed by him,” Mr Jonker
said. :

“It now appears as if the minister and his
advisers are‘ignoring these lengthy and cost-
1y investigations and we believe this delay
will lead to further abortive expenses‘for
both the KWV and the taxpayers.”

BT
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Hanekom wins first .
ound against VN

) The Cape
-granted Agriculfure Minister Derek -
Hanekom leave yesterday to intervene
in' wine co-operative BV

n into @ public coxpany,
offectively placing an obstacle m its
road to privatisation.. . :
.. The decision woul
file papers, relating to |
, bout the conversion,
which included the future re

competition implications and
sasset

The matter would be heard

Hanekom said that while he -wel-
o1 Court ruling, he.did
not want tobe seen
lans
competitive and to
its foreign mar
tional time granted by
the ruling would allow for the comple-
tion of a second snvestigation into
assets built up by
its statutory powers

| competitive aspects of the conversion. -
“The ruling co
artment does indeed have a bona fide

will be possible
negotiated seb

a}lthe major issues .
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was disappointed that Hanekom had
found it necessary to postpone the con-
version. “The delay putson hold KWV'a
plang for the international market for
another financial year, with thé forced
2grautt;;19?l‘t11;)n as a co-operative being
A e conversio igi

plagned foaApril. jon was originally

_Barnard said KWV was in talks
with three investment houses, includ-
ing a black emagowerment group and
an international party, involving sep-

arate deals of R100m each —
which hinged on the restruci:urin;u rgf
cess, He said KWV had agreed in%e-
cember to give Hanekom three months
i(;fa hu:ﬂmvegotlgtﬁtinns, giving its full co-
ration e commissio i
gathered igfon:ﬂ:ion. rons .Whmh
While it wo continue to -
ate with Hanekom regarding gg;ogs;_
cerns about the regulatory framework,
the competitive implications had been
resolved by an agreement with the in-
dustry’s wholesalers represented by
the Cape Wine and Spirit Institute.
Any uestm:l g.;)ott;t the distribution of
5 assets to its memb “non-
negotiable”, he gaid. emberswas hos




Northern Cape é;';tollclt.’:u'm fair

share of @Sne
o AN

Provincial Reporfer '3‘ .
The Northern Cape deservés a
stake in South Africa’s booming
wine export industry; according
to Thabo Makweya; the - pro-
vince’s Agriculture and Land Af-
fairs MEC., ‘

- Addressing farmers and dele-
gates from five African countries
and seven countries in Europe,
North America and Asia in Up-
ington on Tuesday, Makweya said
the world was applauding the

Western Cape for exporting excel- .

lent wines and grapes.

- However, some of the wine
and grapes that South Africa pro-
duced were from the Upington
district in the Northern Province,
he said. S

Makweya said he believed the
time had come for the province to
claim its share in the market.

- Headded that the internation-
al market had aiready recognised

its pgtentia;, but the province

C’; Awiale]ar

export market’

.. heeded an opporturlity to-prove
, itself by directly exporting fripre;
. ofits wines, dried grapes
" fresh table grapes than at present,
. - Upington had established a
; dried-fruit factory near the farms
- that benefited from the Orange
, River water irrigation scheme,
‘Makweya said the Govern~
, ment had created farming oppor- |-
tunities for small-scale farmers
] s
 and was also going to develop a
farming and irrigation infrastruc-
| ture for-them in thé Springbok
district. ‘
He said he hoped delegates
' would encourage businessmen to
., invest in various agricultural pro-
“jects in the province. Investors
, should explore joint ventures and
- foreign 'countties should co-oper-
 ate in exchanging technical skills
and eqiiiprent, hé said. -, . .
i Countries represented aﬁ the |
meeling  included ' TanZinia,
Namibia, Mali, Ethiopia, Bots-
wana, Australia; Canada, Japari,
and Turkey. ' '

e




ROUND ONE TO HANEKOM

S -

The Capm Court ;!';s g‘und that
Agriculture Minister Derek Hanekom has
the right to intervene in the proposed
transformation of KWV into a private
company. A full hearing o the contested
issues has been set for August 18.

Judge Willem Louw said the Minister
had a prima facie right to contest the
terms of the converston since the duties
of KWV are exercised in terms of the
Wine & Spirit Control Act. Public interest
was therefore at stake.

The four main issues of argument are:
QWho the bona fide owners of KWV °

FINANCIAL MAIL - APRIL 18 - 1997 g
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Q Whether it is a State organ;

0 Whether it is a suitable agent for ad-
ministering the Act as a private com-
pany; and

O Whether the transformation will dis-
tort the market.

Michael Fridjhon, adviser to the Minis-
ter on the the KWV issue, says “the regu-
latory environment will how have to be
addressed by the various parties. Par-
liament will have to reconsider the statu-
tory environment and appoint a new reg-
ulatory body.”

Other underlying issues also need at-
tention, Fridjhon says competition in the
industry and the tussle over the KWV's
asseis need to be addressed.

KwV MD Willem Barnard says the co-
operative is willing to negotiate with
Fridihon, the Cape Wine & Spirit Insti-
tute, the Department of Agriculture, the
Competition Board and other parties on
regulation and competition.

The KWV and Fridjhon believe the
agreement in principle between the KWV
and the institute can lead to further dis-
cussion. But a clash is looming on the is-
sue of the assets— not negotiable for the
Kwv. '

Barnard says “a dangerous precedent
is set in this case. Numerous co-ops and
other private companies where some
form of regulation plays a part will be di-
rectly affected should the State establish
a right to the assets. The KWV was never
financed by government.”

Fridjhon, however, says that Harvey
Wainer, the second auditor appointed by
the Minister, indicated it would be possi-

ble to identify the assets built up because .

———

of the exercise of statutory powers. As-
sets acquired for the use of the industry
will have to be identified and an arrange-
ment made to ensure that all players
continue to have access to them.”

Barnard's response is that the Minis-
ter's intervention is “a dangerous form of
veiled nationalisation.” Piet Badenhorst
and Armold van Huyssteen
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.KWV considered the tot system -

an unacceptable practice, and

~ would consider buying wine ohly |

from:producers who'could assure” |

it that employees.were: riot sup- |

, pli th Wine during th '

, day‘aspartpayment"' ‘
KWV, ch

aminori 'offannezs-‘= v

co-operative’s annual meetmg in-f
Paarl'yesterday, said-it was frus--
- trating and disappointihg that the .|
tot: system was still being used by-
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WINE High court ruling puts co-operative ’s plans to become a company or hold

urt ruling puts co-operative’s plans 19 BERUE” — = ——————

NOT AMUSED Low
farmers yesterday no de
goel of converting fo o company

-ons Jonker, the KWV chairman, told wine

lay would stop the co-operative from its
PHOTO: ANDREW BROWN

will stop us,

MARC HASENFUSS

APE EDITOR
g/agecl‘(%\':ﬂ% \‘;'-elﬁ:ﬁives

came out fighting at an annual
general meeting in Paax] yester-
day, warning that a delay in court
proceedings would not stymie
efforts to convert the wine co-op-
erative to a company.
Addressing about 600 wine
farmers, Lourens Jonker, the
chairman of KWV, said yesterday
the latest ruling in the Cape high
court effectively meant that
KWV's proposed date for conver-
sion would be posiponed until
September this year.

“1 would like to emphasise
that no delay will cause KWV to
deviate from its goal to convert to
a company,” he said.

Last week the court ruled that
Derek Hanekom, the minister of
agriculture, had a legal interest
in KWV's Scheme of Arrange-
ment and granted him permis-
gion to intervene in KWV’s court
application. Postponement for the
hearing was given until mid-
August.

But Jonker remained confi-
dent of attaining company sta-
tus. “This is probably the last
AGM at which we gather as a
co-operative ... we are con-
vinced XKWV will welcome you

warns KWV
(z)wWINE ‘

next year as a company.”

He stressed KWV had not ap-
pealed against the high court
judge’s ruling because such an ap-
peal normally took 18 months.

Jonker was convinced KWV
had complied with all the re:
quirements and had followed the
correct procedures in its applica-
tion.

He said negotiations with the
minister and his wine industry
advisers failed toreach a solution
because Hanekom appeared to be
interested in benefiting from
KWV's assets.

«1 cannot help but express the
greatest disappointment and dis-
pleasure regarding the meddling
by the authorities in KWvandits
members’ household affairs.”

Jonker said Hanekom's advis-
er and chief negotiator —

identified as Michael Fridjohn, a
well-known wine personality —
was unacceptable to KWV.

“We cannot negotiate with a
person who is in direct competi-
tion with the South African wine
industry by marketing and pro-
meoting wines from other coun-
tries. ‘

“This questions Hanekoin’s
intentions to negotiate in good
faith,” he said.

OEWV

|
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'| yesterday a wine crop of about,

| cribéd mainly to a particularly

’ cf{fﬁf}iad not been harvested

Capg Town — KWV, the Paarl-
based co-operative, estimated

984 million litres this year
Lourens Jonker, the chair-
man of KWV, suggested this

crop and only 3 percent smaller
than last year’s record crop.
«“Thig year's large crop is as-
large crop in the Orange River
district and a good crop in the
Malifesbury district.”

Jonker said this year’s wine

entirely, which indicated the
lateness of the season. He said

“conditions which occurred spo-

the“growth season was charac-
terised by cool, cloudy andrainy
radic¢ally in all the wine dis-
tricts. ‘

“Widespread rain during the
first week of April, when about
15 percent of the crop had not
yet been harvested, was conve-

nient with regard to the ripen-
ing of ‘cultivars such as Caber- -
net- Sauvignon: in the coastal
sion; but: had a detrimental -
> quality ar i- - . garly and mid-season cultivars
' 'as well as the premiuth culti-

would be {hie thirdJargest wine

Co-op predicts a

néar—record'cgmp ~
sree)zufyler BIUNE

MaRCHASENFUSS

er during ripening was advanta-
geous to quality, with inore

" flavour being retained. “A1l indi-

cations'are that the wines from

B vars; should be of an exception-
" ally high quality.”
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Il KWV is refusing to negotiate on
iBownership of its assets in its

application to convert from a co-

owmnmnﬁ to a company. ,
-|Speaking at the KWA’s annual general
meeting in the Paarl town hall yesterday,
chairman Lourens Jonker said the KWV
members’ right to the assets of the co-oper-
ative was indisputable.

s«We are not prepared o negotiate in

* thisregard,” Mr Jonker said.

This is the latest salvo in the dispute
between Minister of Agriculture Derek
Hanekom and the KWV over its bid to
restructure into a company. )

The KWV’s application to convert intoa
company has been opposed by Mr
Hanekom, who has raised questions about

‘the ownership of assets accumulated by
the co-operative through the use of KWV'’s
statutory powers. .

‘Earlier this month the KWV’s conver-
sion was again put on hold when the Cape
High Court ruled that Mr Hanekom had a
legal interest in the KWV's conversion into
a company, and allowed him to become a
party to the scheme of arrangement which
would bring effect to the KWV’s restructur-
ing.

The next court date has been set for
August 18.

Mr Jonker once again criticised the
appointment of the wine writer and

1 importer Michael Fridjhon as Mr

| Hanekom’s adviser and chief negotiator
= withtheKWV. ‘

wPhe Minister thought it well to appoint
an adviser and chief negotiator who is
unacceptable to the KWV,

“We cannot negotiate with a person
whois in direct competition with the South
African wine industry and markets and
promotes wine products from other wine
countries,” Mr Jonker said.

v “1{ is an impossible situation for the .

| KWV tonegotiate with a competitor. This
obviously places a question mark behind
the Minister’s intentions to negotiate in
good faith.”

Steven Goldblatt, a legal adviser to the
minister, said Mr Hanekom had “every
faith and confidence in Mr Fridjhon’s abili-
ty to differentiate between his own limited
business interests and the interests of the

10 asse

Bumper crop: the co-operative is expecting the third largest wine harvest in history, KWV shareholders were fold at the ann

South African wine industryasa whole”.

“Michael Fridjhon is an internationally
respected and acknowledged expert on the
wine industry.

“He has acted as a consultant to a num-
ber of major players in the wine industry
here and abroad, and until recently, has
acted in such a capacity to the KWV.”

is of co-operative is indispula
> AT 2 9+

GG winE

Mr Goldblatt added that Mr Fridjhon
was not the chief negotiator for Mr
Hanekom in his dealings with the KWV,
but was rather a member of a team of nego-
tiators.

Mr Jonker said he could not help but
express “your board’s greatest disappoint-
ment and displeasure regarding the med-

al meeting in Paarl yesterday

dling by the authorities inthe KWV and its
members’ household affairs™.

He said he was confident that the KWV
would succeed in September its bid to
become a company.

No delay would cause the KWV to devi-
ate from its goal to convert to a company.,
he said.

00UG PITHEY

Mr Jonker told the meeting that the
wine crop this year could reach 984 million
litres.

«It seems that the 1997 crop will be the
third largest in history. The crop is
ascribed largely to a particularly big har-
vest in the Orange River and Malmesbury
districts.” _




7 BUSINESS DAV. Thursday, April 241997

IS T e — a0 A RZIILLR 5

' -l

ARSI P T out .at tot
systera of payme%t)wwe

Sasanihe Sha
| b eulular

CAPE TCWN - -- Wihe powoperative KWV lashed out
esterday at the cifatimn practice by some mem-
sara o the tod 651 113 a5 pay ment to wine employees.

Chaitman Learens J
era-rmekingttaliin’y w.perried the prosecution of
mewikars si' rpiedining the system, which
eanztd the industry “iacelulable heyrm” in terms of
negative publicity. .

“Sensitivity in the international markets about
this jssue occurs at such & high level that KWV would
consider buying wine only frou: those producers and
cellars that give us absolute assurance that emplay-
ees are not supplied with.any 'products of the pro-
ducer in terms of the tot aystem.

The industry deserve secognition for the fact that '

the pracrice bad. Jeclined from a 54% occurrence 1n
1987 to 14%in 1989, with current levela at about 1%.
“Coraperad to ciher, wine countries, the incidence of
this practiceis probably lower than elsewhere.”
Jonker gaid indications were that this year’s har-
vest would yield abcut 984-million litres — ebout 3%

down on the same time last year and 1,6% less then

inlee2, Tt ‘

On KW Vs planned cepversion to a public com-
~sany, Jonke. 36i¢ the cc ~perative would not be de-
isted Fron. ds plansas th conversion would benefit
i sernational consuaers and the SA community.

& Ineher smd at the annual gen-
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- LONDON /— SA’s wine exports to the
UK mcreased 48% in the first three
meonths of this year, confoundmg re-
d;ctlons ‘that thé couniry’s g
wine exports were bound toleve off

Jane Hunt, the ditector of, promo-
tional orgamsatlon Wines of SA, said
at’ the ‘opening of the London ‘Wine
, Trade’ Fair, that in the ﬁrst _three
months, 833'965 “cases of wine had
beén, m;ts)ozted to the UK. In comntrast,
the, UK v far SA’s most 1mportant ex-
poit; market unported 562 058 casesin
| thefirst three months oflastyear, : .
|  'This growth took place on’ the back
of staggering export growth over the

-past- geven - years- with consistently
arge export increases every year.

KW}\IIP chairman’ Lourens: Jonker
. Sﬂ.ld SA’wine exports increased from
" 8,2-million cases in 1995 to 11,1-mil-
hon caseslastyear,

Jonker estlmabed that fore:gn cur-
rency ¢arnings from wine exports last
year. wereR550m. - ,
Hunt) said ‘SAs performance ‘had
'been ‘impressive, but pointed-out that
SA’s shdre’ of the UK market was only
% iff both volume and valite.

‘about
Austraha had about 8% of the markset,
Alth,ough SA’s growth had: been
phenomenal it was topped this year iy
| wine imiports from C e wl'uch had ,-'
creased 745%

had "encouraged a po i'-‘
rd SA, But most 1t11111-

66 Were now. entermgthe E pe,an
rlet yunheard of in SA :
 SAE export growth and that-of oth—
new.world” wines, had take place at
the expense ‘of partlcularly Iteha.n a.nd [
Gerglan wines, she said.
: ‘on]ier sald the wine mdustry was
u%’to increase not only volume ex-
ut also value per case exporbed

port




.:"iqondon fair tastes the best of SA
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illions of whites have left South

Africa since Nelson Mandela be-

came president. And so have reds.
In fact, a total of 3,8 million cases of Cape
wine were sold in the UK last year, com-
pared with 2,9 million the previous year.

According to Lourens Jonker, the chair-
man of KWV, estimated foreign currency
of about R550 million was earned last year
alone through the export of South African
wine to about 60 destinations.

In terms of production, South Afrlca
ranks seventh in the world, with a 3,4 per-
cent share of the total world production.
This week, about 12 000 wine traders rep-
resenting producers from every corner of
the wine-making world are swirling and
gpitting their way through the London
Wine Trade Fair where 107 South African
producers are represented.

Some of these producers represent
more than just one label, and this means
everyone from Bacchus and Backsberg to
Zevenwacht and Zonnebloem is enjoying
exposure here in one form or another
under the auspices of the London-based
Wines of South Africa.

Beyond the three-day fair, which ends
tomorrow, exposure of the fruits of South
African vines is a task in which British
liguor and food retailers are investing in-
creasing energy. Tesco, the mid-market
supermarket chain, is offering special
deals on South African wines, some of
which can be bought for as little as R15 a
bottie, At R7 to the pound, it’s clear that the
Grape Curtain is shielding British tipplers
from forking out fortunes for a good drink.

Apart from its pricing strategy, Tesco
has another mission: the cultivation of
new wine consumers in a friendly, non-
patronising way. So, for example, fresh
meat shelves carry tags offering various
suggestions for wines that would go well
with different dishes. The same is done at
fish counters and in-store delicatessens.
The wine shelves, in turn, carry sugges-
tions for meals you might want to cook
while the bottle breathes.

This is a strategy that has not gone un-
noticed by Piet Momberg, the executive
director of KWV's UK, Europe and Nordic
division. Manning his company’s stand at
the trade fair, he said: “Britain is probably
the best place in the world right now for
marketing wine and making it accessible
to everyone. We in South Africa should
learn a great deal from that.”

An instant eye-catcher at the South
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African show is Blue White, a high-quality
unwooded chenin blanc by 0ld Vines Wine
Cellars which commands five vineyards in
Stellenbosch and a sixthin the Groenekloof
ward on the west coast. 01d Vines Wine Cel-
lars was started by Irina von Holdt, the
Cape wine master, and her daughter,
Frangoise Botha, who have called on wine-
maker Cathy Marshall’s expertise in creat-
ing Blue White, which is presented in a
blue botile. The plump bottle with its long,
slender neck is an elegant modern inter-
pretation of the traditional Loire bottle
used for chenin blanc, and is imported.

With such innovation to present at the
London fair, wine dealers have every rea-
son to be upbeat. One South African trader
reported considerable interest in South
African output, citing sentimental, post-
apartheid novelty and attractive pricing
that comes with a weak rand abroad as
would-be traders’ motivation.

But the trader is also gquick to point out
that the interest is perfectly justified. “We
are producing very good wines, and the
quality is coming from investment in the
industry. Producers are putting more ener-
gy and effort into travelling to other coun-
tries to pick up new ideas.

A newcomer to the London fair is Colin

Webber, the product manager for the Euro-
pean, Canadian and UK division of Vin-
fruco, whose labels include Oak Village,
Eikestad, Bottelary, Welmoed, Ashton,
Merwespoort and Rosevale. The 60 or so
producers who use Vinfruco's services
have every reason to smile: from a sale of
about 800 000 litres abroad five years ago,
exports have grown to 8 million litres.

Webber believes this is in no small mea-
sure because of international goodwill to-
wards a politically changed South Africa.
But, he says, the national wine industry
has to work hard to ensure goodwill is not
the only thing that sustains the country’s
share in the world wine market.

He says the industry can alse do much
better in introducing more South Africans
to wine. “In a society that’s predominantly
beer-drinking, we have an immense task.
We must work on doing away with the
myth that wine is only about sophistica- |
tion and reﬁnement We must make it ac-
cessible to everyone.”

Having spent R17 500 on his flVB-day
London campaign, Webber is hoping this
happens sooner rather than later. To which
his fellow exhibitors have a standard, four-
letter response; “Yebo!” — Independent
Foreign Service




‘Mandela factor’ benefits S,
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LONDON — SA wine exporters
have managed to increase exports
at a huge rate into a highly com-
petitive but declining market.
Why have they succeeded so spec-
tacularly in Kurope — a market
which many other SA exporters
have not even attempted to crack,
never mind achieved success?

The answer, says SA wines pro-
moter Jane Hunt who has recently
surveyed the UK wine trade on
this question, lies in a mixture of

luck, npear-vertical learning
curves by SA exporters and a good
product.

But underlying it all is an ab-
sorbing tale of changing percep-
tions about SA and its wines
which, according to research com-
missioned by Hunt’s organisation,
Wines of SA, have -proved ex-
tremely important; much more so
than previously thought.

In pure numerieal terms, the
increases in wine exports to the
UK have exploded from 242 000
cases in 1990 to 3 800 000 cases
last year. SA exported about as
much wine into the UK in the first
three months of this year than it
exported in totalin 1990.

Internationally, the picture
was roughly the same, with
855 000 cases exported in 1990
compared with 11,1-million cases
exported last year. Of course, the
advent of a democratic SA helped
enormously, with a large jump in
exports taking place in 1994 when

——ee
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Changing perceptions about SA and its wines are behind the surge in exports to the UK, writes Tim Cohen

the number of barrels exported to
the UK doubled from about one to
two million cases in a single year,

.. But still; SA’s wine exports to

the UK 'do not come close to the
exports of other European coun-
tries into the UK, especially
France, and despite its recent suc-
cess, SA has only about half of the
market penetration achieved by
Australian wines. Neither has it
increased its exports over the past
year nearly as much as Chile.
Nevertheless, research done by
Hunt's organisation shows that
SA has benefited from a profound
and lasting change in crientation

by European consumers away .

from traditional European wines
origing, mainly towards “new
world” wines. Members of the
wine fraternity at the London
Wine Trade Fair endorse this
trend, {ending to shy away from
comparisons between Australian,
SA and Californian wines which
they tend to group together as be-
longing to a similar style.
However, distinctions between
new world wines are perceived
among memnibers of the UK trade.
SA wines are seen as slightly
different from Australian wines in
that they fall stylistically between
the rich fruitiness of Australian
and the more austere European
styles, giving them a user-friendly

image. The survey of the UK trade
threw up some issues of reputa-
tion, like the quality of SA’s fruit
exports which created the percep-
tion that the country was capable
of quality produce.

Italso %&cmm that SA had some
unique grape varieties like Pino-
tage and varieties not grown much
elsewhere, like Chenin Blanc. The
survey also threw up some factors
that might have seemed to be
mere inconveniences, like the fact
that the UK and SA are in similar
time zones.

But most interesting of all was
how . important seemingly com-
pletely irrelevant factors featured
in the survey. Perceptions of the
country featured strongly among
consumers and the trade.

Some of the perceptions are

true, but many are complets fic- -

tions. Some were even embarrass-
ing. For example, according to the
survey, the UK public consider the
existence of a privileged elite in
SA to be an important reason why
SA produces good quality wine,
because, it is reasoned, producers
would have been foreed to produce
good quality wine for this elite.
But the most important “per-
ception” was what has been called
“the Mandela factor” an overall
positive feeling towards SA, com-
bining historic links and existing

sporting ties, a desire to help SA
“getback on its feet” and an image
of SA as a “strong, attractive coun-
try”. This image exposes SA to a
potentially powerful line of attack
from other new world producers
who tend to mumble behind their
hands about labour conditions on
Cape wine farms. But the survey

showed a very small minority of
consumers were concerned about
the ethics of purchasing SA goods.
What does this all show? SA
wine producers have been forced
by the nature of the wine market-
ing to make a feature of their ori-
gin because of the strong tradition
of specifying the origin of the wine

wine exporters

on the bottle. Possibly uninten-
tionally, exporters have found
that far from being a hindrance,
this aspect of the marketing of
wine has proved to be a huge
boost, suggesting that other ex-
porters need not to be so0 coy about
the origin of their products.

Which only goes to show that
not only is Nelson Mandela a
much Ioved president; he is also
good for business,

The quality’of SA's fruit exports has created the perception that the country is capable of quality produce.

T .




Intervention serves the wine

INE production is
one of the oldest agri-
cultural industries in
SA. Primary agricul-
ture has been practised on the
subcontinent since time immemao-
rial, but the creation of a pro-
cessed product dates back only to
the 17th century. By the late 18th
century, SA wine had achieved an
enviable international reputation.

Wine is now one of the flag-
ships of the country’s agricultural
products. For this reason, as much
as for issues like regulation, com-

etition and asset management, 1

d no choice but to invelve myself
in the question of the KWVs
conversion from a co-operative in-
to a company.

In October last year the KWV
formally announced its plans to
restructure itself. This was in con-
trast to its stated intentions: a few
months earlier both the chairman
and the CE of the KWV had in-
dicated to me that the conversion
of the co-operative into a company
was improbable.

~ The KWV administers the
Wine and Spirit Control Act of
1970. As such the co-operative en-
joys statutory powers to manage
the fluctuations of supply in the
wine industry in a way which is
intended to minimise the econom-
ic hardships associated with sur-
plus and shortage. The organisa-
tion is imbued with considerable
control over all the wine farmers
in the country, whether or not
they are members of the KWV.

The fact that the KWV admin-
isters the Wine and Spirit Control
Act makes it a unique agricultural
entity in that it is bo
and aregulator.

“he i

a player

Agriculture Minister Derek Hanekom explains why he has involved himself in KWV's
application for conversion froma co-operative into acompany

The KWV's conversion from co-
op to company would leave a reg-
atory void in the wine industry:
the Co-operatives Act clearly
states that at the moment of con-
version the co-operation ceases to
exist. This means that the author-
ity granted by an act of Parlia-
ment to the KWV would become
null and void, since the entity to
which it was granted would have
ceased to exist. No entity except
Parliament has the right te ap-
point a successor, 80 neither my
ministry, nor the KWV, was enti-
tled to presume that a newly
formed company could assume the
responsibilities exercised by the
KWV in terms of the Wine and
Spirit Control Act.

It is worthwhile dwelling for a
moement on the implications of
this situation. In terms of the act,
the production of wine and dis-
tilled wine products is regulated
through the KWV. It was simply
impossible for me, as agriculture
minister, to let the conversion pro-
ceed withoutintervention.

I was concerned that assets ac-
quired for the management of the
industry’s perennial oversupply
problems (as recently as 1995 the
KWV declared a surplus of just
under 50%) would suddenly be-
come the property of a private
acwp%mb% and might no longer be
available to the wine farmers.

This in turn would have at least
two further implications: in the
event of a future surplus, the wine
farmers could find themselves in
much the same position as they
were in when the KWV was
formed nearly 80 years ago. Cer-
tain of the KWV assets, I believe,
were built —% using regulatory
powers whi insulated KWV
members against ordinary com-
mercial risk. These assets should
be quantified and identified before
the KWV can legitimately lay
claim to the assets that it holds. I
believe that some of these assets
are of a public character.

In this I was not alone: all of
SA’s major producing wholesale
lignor merchants — including
Distillers Corporation (whose
brands inelude Oude Meester,
Hmww—m%. Richelieu and Viceroy),
Stellenbosch Farmers Winery
(SFW) (producer of Nederburg,
Zonnebloem, Tassenberg, Graga,
Martell and Hunters Gold)
Gilbeys and Douglas Green,
Bellingham — supported my ap-
plication to court. They were
deeply concerned that the KWV's
planned conversion would under-
mine the already brittle
competitive environment of the
SAhquor industry.

It iz worth noting that the
KWV is a co-controlling share-
holder of two of these companies

en2b]5 197

(whose business comprises more
than 70% of the country’s wine
and spirits trade) and that such
intervention by Distillers and
SFW could hardly have been
frivolous or lightly undertaken
underthe circumstances.

We have not gone to court — at
this stage — to oppose the KWV's
transformation. On the contrary,
there may be real merit in its pro-
posed changes. | have always been
of the view the parties affected by
the KWV’s planned restructuring
are probably better able to fashion
a “win-win” solution through
meaningful engagement rather
than by resorting to litigation.

The KWV, however, through
its conduct, forced me to go to
court to determine whether or not
Thad arighttoaction.

I needed to ensure that the

"KWV's planmed restructuring be

put on hold until the implications
relating to regulation, competi-
tion and the ownership of and ac-
cess to the assets of a statutory na-
ture had been determined.

On April 15, Mr Justice Louw
ruled in favour of my intervention.
‘We have now until August to pre-
pare argument dealing with the
various issues raised by the
KWWV's conversion, and also to ad-
dress as many of the matters as we
can jointly agree upon, conse-
quent upon this réstructuring pro-

OwINE

cess. Already there is an agree-
ment in principle between produc-
ing wholesalers and the KWV.
Issues which have soured rela-
tions between the parties for more
than a quarter of a century are
closer to resolution than ever be-
fore — a sure indicator of the mer-
its of the process Iinitiated.

The gquestions raised by future
surpluses, as well as the assets
used for their disposal, still re-
main. In part these can only be re-
solved once an appropriate frame-
work is in place. We also need a
detailed examination of the assets
of the KWV, firstly to determine
their application in the surplusre-
moval process, and secondly to
analyse how they were acquired.

e dispute about assets has
been characterised by some com-
mentators as a form of clandestine
nationalisation. Nothing could be
further from the truth.

KWV CE Willem Barnard is on
record as saying that he would not
want in the newly formed compa-
ny anything to which it was not
entitled. The state — for its part
—has no desire to take from farm-
ers assets which are justly theirs.
An independent auditor has been
appointed to prepare a report,
which we hope will be available by
July. His preliminary finding,
submitted to the court in April,
showed that a significant percent-

age of the KWV's wealth arose
from the exercise of its statutory
authority.

Finally, it is right that I ad-
dress the issue of the appointment
of Michael Fridjhon as my adviser
in this matter. He is an interna-
tionally renowned authority on
wine and an undisputed expert on
the SA wine industry. KWV chair-
man Lourens Jonker has ex-
pressed concern that Fridjhon's
interest in a small wine importing
company — from which he draws
neither a salary nor a dividend —
renders him unsuitable to be my
adviser. This is a curious view,
given that less than two years ago
Fridjhon was consulted by KWV's
genior management, led by
Barnard. His input was described
by group director Theo Pegel as
“very valued”, Pegel went on to
say that Fridjhon’s views were
“highly regarded and did influ-
ence our thinking”.

KWV director Danie de Wet
commended Fridjhon in a letter
last year, which acknowledged his
efforts to internmationalise Cape
wines: “SAA and the South
African wine industry are privi-
leged to have a person like you
working in their interest.”

1 would like to emphasise that I
am doing everything within my
power to find a speedy resolution
to this issue, including entering
into negotiations with the KWV.

Ahbove all, I am convinced that
my interventions serve the best
interests of the growers, produe-
ers, wholesalers, workers, con-
sumers and future entrants in the
wine industry as a whole. It is my
earnest hopethat theze diverse in-
terests can be reconciled.

T T




“Feudal attitudes’o

- BUSINESS Day’s leader page ar-
ticle on SA’s recent wine export
successes (May 22) is good news.
The country needs to increase ex-
ports and we need foreign ex-
change. Hopefully it will create
jobe, It is important to note that
the major factor in the increase is
“changing perception” about SA
based on the “Mandela factor”.

Before we get carried away,
however, we should also note the
fickleness of external views of our
wine industry as was shown when
our two leading wine journalists,
Michael Fridjohn and John Plat-

-ter, made critical H.mEE.EH the
BBC about conditions on" wine
farms in the Western Cape.

- Marks & Spencer, Britain’s
largest chain store, reacted imme-
-diately by questioning whether it
should sell SA wines. Any similar
revelations about'the conduct of
our wine farmers will no doubt
have a similar effect—so they had
better put their house in order.

Iraise these matters because of
my experiences in Greater Paarl,
where the wine and fruit farmers
still think they can get away with

ANC member of Parliament Ben Turok accuses wine farmers of misguided|

Paarl area

feudal attitudes to their workers.
Some in Simondium employ per-
manent workers for R50 a week,
others in Groot Drakenstein em-
ploy casual workers for R80 a
week, The accomimodation is aw-
ful and there is no security of em-
ployment. Worst of all, they are
bitterly’' opposed to an indepen:,
dent housing development spon-

sored by government. _
The  Groot  Drakenstein
Landowners’  Association, of

which Anglo American Farms is
the largest component, has resist-
ed for one and a half years all ef-
forts to establish a rural village at
Meerlust-boshou which is 67ha of
stony ground unsuitable for vines,
but which lies in the heart of wine

" and froit farms nesr Paarl. _
.....The local working community, -

ich ..consists of mostly farm
workers, insists this land is most

convenient for g village. This has-
been endorsed by the town plan- -
ning consultants to the winelands

district council, engineers and ail
the experts asked. :

All the cabinet ministers con-
cerned (there are four) are agreed
in principle that this piece of state
land — currently leased to Safcol,

but greatly underused — should -

be allocated for a rural village as

there is a huge housing shortage
in the area. Subsidies of R15 000 a
houschold are available. ,

The response of the landowners
and farmers has been that they do
not want a “squatter camp” in this
beautiful valley, renowned for its
tourism and good wines.

Part of the site has now been
advertised for rezoning by the

‘council, but the landowners and .
- firmerghave lodged numerous ob-
", jections and we face -a long fight.’
On'June 3, the' land affairs direc- .
 tor-general will hold a meeting of

all parties and theirihumerocus

lawyers to'try toresolve theissue.

" Based on past experience; one
is pessimistic about the outcome:

At previous all-party meetings
which I convened, the land owners
and farmérs were exiremely dif-
ficult. There were several walk-

.outs, and when forced to concede

to the principle of a.village the

land owners and farmers argued .

for only 50 to 100 houses, whereas

the town planners. have proposed

500 as the minimum for a viable
village. .

The landowners and farmers
ingisted on ingerting clauses that
applicants for plots should not
have criminal records relating to
drugs, alcohol or - dangerous
weapons, and that they should
have been working iri the area for

five_ years. The -new. residents -
‘would also have to congtuct hous-
. es which were in keeping Wwith the

surrounding environment. | -
The 'Groot Drakenstein Hous-

—ing’ Forumi, . representing the

“working community; has respond-

ed with great indignation to these

_proposals and insists'that, as peo-

ytrying to prevent the establishment of at

ple boxn in the area who have also
worked there all their lives, they
are entitled to' plots where they
can build their own houses outside
of the control of farmers. In other
words, they want to break with
feudal relations, “tied houses” and
the rest.”Clearly our new consti-
tution and the policies of Land Af-
fairs and Agriculture Minister
Derek Hanekom support such
views.

- - It is difficult to avoid the im-

pression that we are moving to a

deadlock. where powerful and-
wealthy wine and fruit producers

will use their lawyers to block the
establishment of a village, There

are numerous diversions under--

way, includirg a scheme by Anglo

for ~ alternative: housing, which
. will, however, take 10 years to be
" realised. , ,

*.-; All concerned are opposed to a

- squatter camp. There is already .

‘one in existence at.Simondium’
- graveyard, where 50 people are

wvillagein
LY. I
pi2gls( 1%
camping, . protected by the
Supreme Court since they were
moved there by the provincial gov-
ernment. The squatters . them-
selves have.not allowed any fur-
ther increase .of the camp but

eagerly await plots in the pro- -

posed Meertust village.

- If the landowners and farmers
continue to obstruct this village,
there will certainly be a land oc-
cupation which no one will be able
to control. This will lead to all the

awful consequences that ,such

‘eventsusuallybring, - ..
. Our 'wine and fruit farmers
m&oﬁmggnwmmoﬁwamugmbm

the new SA. Neither they nor SA .

“can afford the adverse publicity of

another land occupation, especial- -
1y in the niiddle of d wine route. No -
doubt foreign journalists willhave -
a field day. examining the labour

practices in the industry.

- And1 dgubt whether President
Nelson ' Mandela will want to save

them then’;

Criticism about conditions on winefarms led E_mnww &

" :Spencerto question whetherit should sell SA wines.
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Management sniffing
at heady houquet

Will Derek Hanekom’s blocking move sour vi

wine co-op’s fop brass?

ge payouis for
wiINE

he controversial conversion of the

Paarl-based KWV from co-operative

to company has taken a new and
dramatic turn.

Hitherto unpublished documents in the
possession of the FM show that senior
managers are in line to
benefit from huge pay-

variety of activities normally found to mo-
tivate staff, from bonuses to share option
schemes,” says Pegel. “The KWV incentive
trust scheme would buy shares from the
crganisation and allocate them according
to the schemes we }mght work out.”

outs under a share in-
centive scheme.,
Known as a Scheme

Their Gl.lll may run over

of Arrangement, up to
5% of the new com-
pany's equity will be re-
served for staff. This
could translate into a
R150m-plus “windfall.”
The scheme will op-
erate on the basis of
years of service. At the
top of the handout
queue arc chief opera-

Besthier

Kotze

tions executive Charl
Theron, with 27 years’
service, KWV Interna-
tional MD Kobus van
Niekerk (26 years), sec-
retary Schalk Joubett (24
years), group human re-
sources director Theo
Pegel (17 years), chief
planning executive Wil-
lem Bestbier (15 years),
group finance director
Nico Kotze {14 years)

De Klerk

&
Van Niekerk

and chief legal executive
Willem de Klerk (13

years).

“All employees, from
workers through to management, would
qualify on the basis of years of service,”
confirms Pegel.

There has been much speculation on the
value of the KWV, Its annual report in-
dicates a book asset value of R1,7bn but
wine industry experts say the true figure
could be as much as R3bn. Translated into
share capital, 5% on this figure would come
to R150m.

"Down the line, we are thinking of the

Qualification on years of service appeats,
at least initially, to rule out MD Willem
Barnard, a former Armscor executive who
has been with the KWV for only two years,

But the whole plan could come unstuck.
Agriculture Minister Derek Hanekom be-
lieves the KWV’s assets have been built up
through decades of the exercise of statutory
powers and belong to the wine industry,
not KWV farmers. In April, the Cape Town
High Court ruled that the Minister had the

right to intervene over the proposed con-
version from co-cperative to company. The
matter goes to court again in August.

A lawyer says that “if the Minister suc-
ceeds in his objection, the whole Scheme of
Arrangement dies and, with it, all the ar-
rangements that surround it, including the
management participation scheme.”

Another 5% of the equity has been ear-
marked for a "community foundation.”
Pegel says this will “do community work in
the wine industry — social development

. plans, education, that type of thing.”

The remaining 90% will be divided
among the co-op’s farmer members. “Cur-
rently the 4 700 farmers own the co-op-
erative,” says Pegel. "However, the portion
that they own is not identified. When we
convert to a company, that portion will be
identified in the form of a share certificate
saying you now own X number of shares,
That number will be based on their pa-
tronage over the past 15 years.”

On an equal payout basis, each farmer
would receive more than R600 000. For
those whose "patronage” is deemed wor-
thy, payouts will exceed R1m. Jack Lundin

EASTERN CAPE

Unionist quits
for government

Unions reluctantly agree to move
aimed at strengthening province

Union chief Enoch Godongwana is to join
the Eastern Cape legislature next menth as
the first step towards being appointed a
provincial minister -—— most likely of Eco-
nomic Affairs.

The move, Godongwana says, will not
adversely affect the National Union of Met-
alworkers of SA (Numsa) of which he is
general secretary. His successor will likely
be deputy chief Mbuyi Ngwenda.

ANC provincial secretary Humphrey Max-
engwana said this week that Godongwana
tops the party's provincial election list. His
redeployment is aimed at strengthening the
Eastern Cape legislature, and is part of
premier Makhenkesi Stofile’s moves to in-
ject more efficiency into the administration,
formerly headed by Robben Isiand veteran
Raymond Mhiaba, who is becoming am-
bassador to Uganda.

Charismatic Godongwana grew up in the
region, where he is highly regarded. He has
been a critic of government's macro-eco-
nomic blueprint, Gear. Amarnath Singh
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(ii) 1.January 1997 tili 30 April 1997 The decision to publish the annual report in
five languages was informed by the principle
{2) (a) Yes. of functional multilingualism introduced by
1543 the Final LANGTAG Report. In terms of
this approach the official languages are to be
(b) Yes. rotated on a clearly defined basis for
1177 publication purposes. It was therefore
decided to publish the annual report in
(c) Yes. English and Afrikaans, and on a rotation
1177 basis, one of the Nguni languages, one of the
Sotho languages and either Tsonga or
(3) (a) and (b) No. Venda.

(4) (a) 2116 - {¢} 3000 copies were printed.

(b) 448 (d) Itis being distributed in all nine provinces.

Dept: annual report

658. Ms M E TUROK asked the Minister of Arts,
Culture, Science and Technology:

{1) (a) What was the cost of printing his
Department’s 1996 annual report, {b) why

* was the report printed in five languages,
{¢) how many copies were printed, (d) in
which provinces was it distributed and (¢)
to which bodies was it distributed;

¥ .

(2) whether his Department intends printing
future annual reports in the same format;
if not, what is the position in this regard; if
so, what are the relevant details? NI1100E

The MINISTER OF ARTS, CULTURE,
SCIENCE AND TECHNOLOGY:

(1) (=) The printing costs were R92 453,717.

(b) Section 6 of the Constitution enshrines a
policy of official multitinguafism. In addi-
tion this section stipulates that for the
purposes of government at least two
official languages must be used. The
Department of Arts, Culture, Science and
Technology is fully committed to realising
the constitutional provisions on multilin-
gualism and to promoting the development

*  and use of all our official languages.

{e) The annual report is being distributed to the
Department’s stakeholders and associated
institutions throughout the country. These
include foreign embassies in Scuth Africa,
the science councils, universities and techni-
kons, provincial governments, government
departments, enltural organisations, NGOs,
national, provincial and university libraries,
business orgamisations, science and
technology bodies, unions, language
institutions, dictionary units, theatres, dance
groups and the media.

(2) The Department intends printing future annual
reports in the same format. Next year we will
use another group of languages, and in this way
all official languages will gain exposure. The
Department  values the contribution of
fanguage to cultural development, and wants to
develop the terminology of marginalised
languages, as well as human resources in the
language sector. This view is supported by the.~

. Constitution, which states: *Recognising the
historically diminished use and status of the
indigenous languages of our people, the state
must take practical and positive measures o
elevate the status and advance the use of these
languages™.
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QUESTIONS
tIndicates translated version.
For written reply:
Unemployment Insurance FundY'statistics

63. Mr P G MARAIS asked the Minister of
Labour:

(a) What total amount was paid into the
Unemployment Insurance Fund in 1995, (b} how
many persons received unemployment insurance
in each of the provinces during the past financial
year and (c) what was the percentage increase or

decrease in each case? NI119E
The MINISTER OF LABOUR:
(a) Amount paid into the Fund in 1996
Contributions by employers and employees - R2324 40209523
State contribution - R 700000000
Total amount R2 331 402 195.53

(b) Number of persons who received benefits:

Gauteng - 5800
KwaZulu-Natal - 182 £51
Eastern Province - 73365
Northern Province - 37365
Free State - 53617
Western Cape - 150 398
MpumalangaNorthera Province - 74436
Tetal number of beneficiaries - 317212

Public sector: pension/provident funds

132. Mr K M ANDREW asked the Minister of
Finance:

What was the average annual investment
return achieved by each of the public sectors
pension and provident funds in the 1995-96
financial year? N221E

The MINISTER OF FINANCE:

In respect of the Government Employees Pension
Fund, the average annual investment return is as
follows:

19900] | 1991/92 § 1992093 | 1993594 | 199495 | 199506
Average 1340% | 1330% | 1255% { 1181% { i1.50% | 1335%
interest yield

Average vield | 1425% [ 14.19% | 1461% | 1313% | 1L34% | 1300%

There is no provident fund.

Banks: profi¢ before tax/income tax

270. Mr K M ANDREW asked the Minister of
Finance:

What was the amount in (a) profit before tax
earned and (b) income tax paid on those
profits by South African banks in each of the
latest specified three financial years for which
information is available? N418E

The MINISTER OF FINANCE:

The details of the banks below which were
furnished by the Commissioner for Inland
Revenue are in respect of the last three financial
years which have been assessed. Details of 6 banks
which are not available are not included in the
figures but would not materially effect them —

(a) Profits before tax R8 085 385 092
(including dividends of R1 260 322 360)

{b) Income tax paid R1 332 159 249
Designing/producing newly designed coins

320. Mr K M ANDREW asked the Minister of
Finance:

What was the cost to the State of designing and
producing the newly designed coins brought
into circulation in 19967 N510E

The MINISTER OF FINANCE:

The new designs (in terms of the new constitution)
for 1996 were incorporated with the new dies
needed annually for normal production runs of
circulation coinage. New dies are manufactured on
a continual basis because they wear out in the
minting process. Dates have to be changed once a
year as a matter of routine.

The design change done in 1996 added
approximately RS0 000 to the costs of the South
African Mint Company. The total cost was less
than 0,5% of the total coinage ordered by the
South African Reserve Bank for local consump-
tion during calendar 1996.

Wine-producing estate in Paarl: cheap migrant

labour
INE
406. Prof B TUROK aske inister for
Agriculture and Land Affairs:

—)
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(1) Whether his or his Department's attention
has been drawn to allegations that (2) a
certain wine-producing estate in Paarl, the
name of which has been furnished to his
Department for the purpose of his reply.
uses cheap migrant labour at the rate of
R80 per week, (b) the owners of the estate,
whose name has also been furnished to his
Department, are the main opponents,
through the Groot Drakenstein Land-
owners Association, of the creation of an
agri-village on State land at Meerlust-
Bosbou and (c) there is anger amongst the
working community in the area about the
obstruction of housing proposals by
certain commercial interests; if so,

{2) whether any of these allegations have been
found to have any substance; if so, what
are the relevant details in each case;

{3) whether, in view of the above and the
deregulation of fruit and wine exports, he
will allow an export licence to be granted
to the said estate; if not, what is the
position in this regard; if so, why,;

(4) whether he will make a statement on the
matter? N651E

The MINISTER FOR AGRICULTURE AND
LAND AFFAIRS:

(1)(a) The Department of Land Affairs: Western

[

Cape is not in a position to answer the
allegation that the estate uses cheap migrant
labour at the rate of R80 per week. However
the Provincia! Office is in the process of
discussing a joint farmworker housing
project for permanent employees at Anglo
Farms. Although this project is still in design
stages, discussions over beneficiary criteria
revealed that most permanent employees
are unionised, and secondily that the average
wage paid to permanent Anglo employees is
substantially above the average wage for the
industry in the area.

" (b)An official from the Western Cape

Provincial Office met with both the
Managing Director and General Manager of
"Anglo Farms on 28 May 1997. At this
meeting it was stated that as a company,

Anglo Farms does not intend taking an
official position on the proposed housing
development at Meerlust/ Bosbou nor do
they intend lodging an objection to the
recent advertisement placed by the Wine-
lands District Council in terms of the
Provincial Ordinance calling for comments
on the proposed rezoning of Meerlust/
Bosbou,

The unofficial position of Anglo Farms top

management is that the Meerlust/Bosbou

project should go ahead and that the Anglo
proposed farmworker housing project be
seen, not in opposition to the Meerlust
project, but as a complimentary initiative to
solve the large housing shortage in the

Groot Drakenstein valley.

It is the belief of the Land Affairs official
involved in both the Meerlust and the Aunglo
projects that as a company, Anglo Farms is
opponent of the
Meerlust/Bosbou housing project [in fact
the company tacitly supports the project at

not the main

Meerlust].

Rather the main opposition of the housing

development at Meeriust comes from
(wealthy) landowners organised as the
Groot Drakenstein Landowners Associ-
ation. In the official’s view this is where the
perception held by Prof Turok comes into

play, as some individuals who are land

owners in the valley in their own right bat
who are also employees of Anglo Farms
{e.g. The Chairperson of the Groot
Drakenstein Land Owners Association)
are publicly and vocally opposed to the
project at Meerlust. 1t is perhaps under-
standable that the opposition stance taken
by these individuals might be perceived to
be an official company stance. However,
the official position of Anglo Farms (i.e.
the company} is that they do not wish to
take a position on the proposed housing
project at Meerlust/Bosbou.

(c) ‘The Department of Land Affairs: Western

Cape is very aware that the working

community in the vailey are becoming

increasingly engry and frustrated by the
delays and public opposition to the proposed
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project at Meerlust. The blame for this cannot
however be laid at the door of Anglo Farms.
The Department has already budgeted Ré
000 000,00 for the Meerlust project. However
it must be stressed that at this stage the
Provincial Planning Qrdinance has been used
and opposition/comments will therefore be
addressed to the Winelards District Council.

(2) See (1) (a), (b) and {c)

3

Fruit: Although the Business Plans for the fruit

control boards have not been finalised at this
stage, it is generally expected that exports will
be free of any restrictions, except for quality
and phytosanitary controls, i.e. anybody will be
able to export without a permit relating to
quantities and destination.

Wine: Currently the wine industry is regulated

by the following Acts:

(i) Wine and Spirits Control Act, No 47 of

1970

(ii) Liquor Produets Act, No 60 of 1989

(

) Piant Improvements Act, No 53 of 1976

The Kassier Committee (Committee to
investigate the regulation of the Wine and
Distillation industry) recommended that the
above legislation be repealed. At this stage,
however, a permit to export can be refused if
the wine does not conform to laid down quality

standards only.

(4) No.

Commtissioner of Correctional Servig€s:

training/responsibilities/remuneration

430. Dr M § APPELGRYN mman the Minister of

Correctional Services:{

What is the (a) background, (b) training. (c)
previous experience, (d} current responsibilities
and (e) total remuneration package of the
- Commissioner of Correctional Services? N707E

The MINISTER OF CORRECTIONAL

SERVICES:

(a) and (b) Mr Khulekani Sitole was born

on

10 Qctober 1961 in Frankfort in the

\

Free State.

After finishing his Junior Certificate at
Selelekela High School, he went to
Sefikeng College of Education where
he studied for his Primary Teacher’s
Certificate. This was studied con-
currently with matric at Makabelane
High School {part-time).

In his second year at Sefikeng College
of Education, he was expelled, as he
was the leader of the then Black Con-
sciousness Movement. Consequently
he received “underground” training
for a period of eight months. The
following year he returned from exile
and completed his Primary Training
Course at Tshiya College of Education
in Qwa-QOwa.

He then completed a Bachelor of Arts
and Honours degree through the Vista
University, majoring in Psychology
and Education. Next was his Bachelors
and Masters degrees in Education
through the University of South
Africa with Psychology and Education
as majors. During his studies he
received numerous awards at various
Institutions of Education.

Mr Sitole also did his Masters degree
in Public Administration at the Uni-
versity of Pretoria during 1992 and he
earned a certificate in Technological
Education through the Jackson State
University in the United States.

Presently he is busy with his final
thesis for his Doctorate in Education.

He has travelled to various overscas
and African countries and conducted
numerous study tours on a variety of
Correctional matters.

Mr Sitole started out as teacher in
1982 and was appointed as High
School principle in 1987.

In 1993 he worked as an Inspector and
finally as an Area Manager for the
Department of Education and Train-
ing in the Free State.
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SA wmes shp ﬁ"om

Dar-es-Salaam - Until recently,
connoisseurs and average diners in
Kenya felt no qualms ‘when ordering
South African wines in restaurants.

They were up to 40% cheaper than
wines from the more-established French
and Spanish vineyards, but this is no
longer true.,

High costs of producing wine and the
reduction by the South African Govern-
ment of special export incentives from 14%
to 7% now mean higher prlces for the com-
modity.

When South African wines exploded
into the eastern African region about five
years ago, the market went into a frenzy as
the new imports out-marketed and out-

" priced the more established European bev-

erages by up to 10%
Eleven million cases of wine were

imported from South Africa in 1996, rang-

ing from bottles to cardboard containers.

But with the new developments, prices
of South African wines have gone up by
between 30% and 32%, industry sources
say.

The move puts the popular drinks from
KWV and other leading South African pro-
ducers into direct competition with French
and Spanish wines.

An early beneficiary of the high prices
of South African wines are the Spanish
Casa wines which are slowly eating away a
significant market share of the South
African wines.

In Tanzania, the European imports
already control 60% of the market. Since
debuting in Kenya three months ago,

Ifmy an

repoTis say, Casa wines quickly sold its
first consignment of two containers.

By the end of the year, it expectstosella
total of 10.

Presently, Winemasters, the mnain sup-
plier of South African wines in East Africa
sells an average of 16 containers a year.

Industiry analysts expeet the South
African share to come down as more East
Africans discover the quality and afford-
able prices of the Spanish variety.

With liberalisation, the nascent local
wine industry has been severely assaulted
by foreign beverages.

‘Until a few years ago, Kenya produced
mostly papaya, plums and pineapple wines
which were no match to white and red
grape wines. Local producers are how
turning to grape vineyards, but their prod-
ucts are still largely unrecognised.
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‘With liberalisation, the
nascent focal 'wine industry has
been severely assaulted by for-
eign Beverages. Until a few:years
ago, Kenya produced mostly pa-
paya, plum and. pmeapple wines
which were no match to ‘white !
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The new market developiients
are pushing most local prodiicers,
including the state-rin Eenya
Wines Agency, to gofor quality.
“We can’t compete against
‘chateau cardboard’,” says John
O’Olier, a wine producer, refer-
ring to the widely popular five-
litre container from South Africa
and Europe. “So ‘we are ripping
up a lot of the vines and going for
quall ” A ) ‘, o .
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-THE g ﬁoEm ‘meet OoBumﬂ
“tion "'Board chairman Pierre
_Brookes today.to establish the rea-
_gon for the board’s “unexpected”
-decision to launch a-full-scale in-
vestigation into the wine co-oper-
ative, Kooperatiewe Wijnbouers’
Vereeniging (KWV), corporate
services director ,Eumo Pegal said
‘yesterday.

He said Em co-operative was

noEu_mme% in the dark as to what .

is going on” since the competition
| board had undertaken a report on
1 KWV inJanuary this year.

The board found that, should
KWV transform into a company, it
would be: suibject to the same rules

.and umw.Emﬂmﬂm ag-any other com-

pany, Pegal said.

Competition Board chairman
Pierre Brookes said developments
in the liquor industry had now ne-
cessitated a comprehensive probe
into various aspects of KWV as
well as SA Breweries (SAB).

“In-the case.of KWV we will be °
-+ Jooking at the effect of the conyer-
 sion to a company on noﬂumﬁﬂcu

and new market entrants, possi-
ble anticompetitive aspects of the

Spirits Institute, as well as KWV's

oEEm
The probe ubwo m.rﬁw SAEE cov-
er its distribution network and li-
censing arrangements. SAB has
about a 30% mrmum_u&&bm in Stel-
lenbosch Farmers’ Winery and
Distillers, Brookes said.

SAB corporate manager Dun--

bar Bucknal said that despite its

:shareholding; SAB had no man-

agerial control in the companies.
The shareholding was a move

. for SAB to. diversify after in-
co-operation agreement between'.
KWV and the (Cape) Wine -and

creased &mnémwoww excise tar-
iffs. Other Targe internatiomal
beer groups have already diversi-

A mmm Wﬂowu said.

ﬁv @ )
He also denied meﬂ mbrwmm dis-

tribution network . discouraged

competition. “As with any compa- -
ny, SAB is entitled to secure the

‘most effective distribution net-

work possible. It wotild beironic if

government and the OoEumﬂﬂoB ,

Board want to penalise success.? -
The Cape Wine and Spirits In- ~
stitute: was not -available ,.mou
comment.
Meanwhile, KWV and mcﬁwuu.
ment negotiating teams were rae-

ing to reach an' out of court set-

tlement on the issue of KWVs

. . .
mebbmm nqmw.muou 8 A'company
“before: the next: Omﬁm High:Court
rmmdbmhbbumﬁmw
‘Pegal confirmed wwmw talks be-
tween the: parties— at this stage
monnm_bm on future regulation of
the wine industry — mﬁmﬂmm mon
‘the first time last week.
* Asked if the talks w
the ' controversial issu
owned KWVs Rilbn asgeis; he
said it would come up wheh an all-
~ditors’ report was completed,:
: KWV and Land and >mHnE..
wE.? ‘Minister Dérek - Hanekom
had been locked in'a mmmmh vmwmm..
over KWVs Embﬁm& conversioni-to
> a'cotipany: ‘Al issue was ﬂwmﬁ,_mu
" farmers -were ﬁ_m ‘sole -oWne
the co- oﬂmﬁﬁé 5 mmmoﬁm

Gl
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IT WAS “quite clear” that KWV had built up its assets
as a result of past statutory powers enjoyed by the co-
operative, Land and Agriculture Minister Derek
Hanekom said yesterday.

Addressing a farm export conference in Potchef-
stroom, Hanekom said a forengic audit on the issue
would be com;}:lleted soon.

“I am net the minister of the KWV but of the wine
industry as a whole. Ii is a crazy and unfortunate
Eerception that the minister is pitted against KWV.

ut recently several developments have come to light
around operations of the co-operative — the Com-
petition Board is now alsoinvolved.”

Referring to a possible police probe into allega-.
tions that KWV ran a champagne scam in the early
1990s, Hanekom said the law had to take its course.

The standing committee on agriculture was set to
decide in August whether or not to refer the alle-
gations to the Office for Serious Economic Offences.

industry’

&= WINE
Addresmcnﬁ the issue of assets — a contentious is-
sue in agricultural circles and the focus of a Cape
High Court hearing in August — Hanekom said
KV%V'S asset accumulation was boosted by the fact
that it had statutory powers in the industry. “Assets
belong to the industry as a whole, not only the KWV.”

At this stage the focus was on KWV but govern-
ment was generally concerned about a number of is-
sues in cases of conversions, inciuding the likely ef-
fect on competition. .

He accused KWV of having failed to consult with
other roleplayers in the industry last year at the time
of deciding to convert to a company, saying that due
to the fact that the co-operative was “in a sense an
organ of the state”, it had a duty to consult other
stakeholders. .

The Competition Board announced at the week-
end that it would launch a full investigation into
KWV and SA Breweries, probinﬁéaspects such as
shareholding, distribution networks and the effect of
a conversion by KWV on competition.
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WINE

Honeymoon is over for SA Eom:o%m

FrangOisE BotHA

outh Africa’s wine indus-

try, which has been riding

the crest of a post-sanc-
tions export wave, is showing
dangerous signs of its
internaticnal favour _.mEbm hy
the wayside.

Over the past six weeks E.f.m_.
naticnal buyers have sounded
warning bells loud and clear,
both at the London Wine Trade
Fair in May and at Vinexpo, the
world’s largest wine and spirits
show in Bordeaux last month.
The honeymoon period is over
for the indusiry, which earned
R3550 million in exports last year.

*And wine buyers were forth-
right with their remarks: If the
country’s wine producers are
going to compete effectively in
the global arena, now is the time
to shed their jaded image and get
down to sericus business —
something for which the indus-
try has been slated time and
again.

Mark Harrison, a British
buyer, said: “If we place an order
with a South African wine pro-
ducer, it sometimes takes up to
three weeks before we get a
response. A similar order witha
Chilean producer means that we
often receive confirmation the
same day. If your industry is
serious about its export markets,
it will have to change its
approach.”

Given the recent spate of crit-
ical comment, it appears the in-
dustry is at a crossroads of infer-
national marketing choices,
which if handled correctly, will
ensure a strong future. But the
positioning of the country's
wines in the global marketplace

needs close attention if the
apparent success is to continne.

British buyers, long the lovers
of abargain, were quick to point
out that the long-term survival of
the industry in the international
arena would depend on shifts in
the mindset of Cape producers —
the most important being to move
away from exporting poorer-qual-
ity and unbranded bulk wines.

This produce — with its tacky
labelling giving scarce recogni-
tion to its country of origin, in-
variably finding its way on to
supermarket shelves at the lower
end of the market —has done
nothing to build a quality image
for the industry And, it is a qual-
ity image that will ultimately
allow the industry’s long-term
success and survival

Jane Hunt, a British Master
of Wine and the UK director of
Wines of South Africa, said the
nudge apwards in price achieved
by South African wines over the
past year from £3,30 to £3,38 had
been hampered by cheap bulk

wine imports. But the trend of
other New World producers like
Anstralia, which had made
steady average price gains over
the past two years, would become
a more general trend and one
from which South Africa could
also benefit.

Of course, this begs the ques-
tion why South Africa would
want to be seen to be pitching at
the lower end of the market,
while rival New World producers
like Australia, which lack the
Cape's richness of wine history,
have made strides in increasing
average prices as well as value-
for-money positioning in the
minds of the buying public,

While the fall of the rand has
no doubt contributed, it appears
international bargain-hunting
attention has also shifted to other
countries, with Argentina and
Bulgaria now heading the list.
There is also little doubt foisting
the duty of international quality
recognition on to a handful of
award-winning winemakers

cr(er) 4 Iu..

such as Gyles Webb, Norma Rat-

cliffe and André van Rensburs is
clearly shortsighted.

- Perhaps the real story here is

South Africa’s small share of the

. UE. wine market —only 4,9 per-

cent in volume terms and 5 per-

cent in value terms — and the
limited quantities, and therefore
market share, in other potential-
Iy lucrative countries. .

The lack of export-promotion
funding, which has long been the
lament of the South African
Wine and Spirit Exporters’ Asso-
ciation, also appears unlikely to
change.

Jannie Retief, the associa-
tion’s chairman, said after the
government’s announcement of
a reduction of export subsidies,
plans put forward to fund the
association with a levy on grape
production were quashed by
growers. This was surprising
wien the prices of sought-after
quality varietals had climbed in
some -cases from between 45 per-
cent and 200 percent over the past

.._._@E_Zm

two years on export demand,

But a glimmer of hopeistobe
found in that the association,
which in the past was predomi-
nantly supported by the produc-
ing wholesalers, has recently
atiracted an increasing number
of smail private producers. This
shift in the balance of member-
ship signals the heginning of a
new era for expart focus.

The international warning
that the honeymoon period is
over also means that South
African producers will be judged
on quality rather than sentimen-
tal reasons, And in line with this,
South Africa’s presence at inter-
national wine trade shows and
pariicipation in compefitions will
become increasingly important.

Sadly, the message is taking
time to get home. Despite
swelling membership numbers,
the limited participation of small
private producers was seen
nowhere more clearly than at
Vinexpo. Although a shortage of
stand space trimmed the num-
bers who could participate, it was
the producing wholesalers and
the established wineries that
stole the show.

On the domestic front, the
international importance of the
Nederburg Auction and the Cape

- Independent Winemakers' Guild

Anction as showcases of quality
and rare wines cannot be down-
played. For an industry that will
no doubt rise to the challenges it
faces, it seems many a lesson can
be learned from these two bench-
mark events.

OO Frangoise Botha attended the
London Wine Trade Fair and Vin-
expoon behalf of Business Report
and a private producer




| KWV SAYS IT MAY APPEAL OVER-S""NE |
‘FORENSIC AUDIT CONFIDENTIALITY

pe Town — KWV the wine and spirits co-operative, will de- ;
teide over thp next two days whether it intends applymg forat - {i
. ledst part Of the forensic audit on its assets to remiain confiden- §;
hal Willem Barnard, the managing director; said yesterday.
KWV would need time to digest the documents submitted
this‘week to the high court by Derek Hanekorn; the agriculture
mlﬁlster before deciding whether to lodge its application.
He said that as agreed with Hanekom, KWV would enly :
/ apply to Keep confidential those parts of the report which could {7
prove detrimental to the business of the co- operatlve if re-
vealed to its competitors. . i
he co-operative has been holding talks with the minister. |
over the past two weeks to resolve the issues of competltmn :
regulation and ownership.of rassets Maggie Rowle:
glﬂ . . ,‘p; m- q%gl ? Y' ’q K3
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: mwwmmm& ther itwould oppose

it.ori-a commercial basis.

: mmumnzm :mEH.m 1o N<q< “In
fact, we cmwme.m the saEmn Re-

uoﬁ is E%HG mumoﬁmaé mbn in-
. ive ~ state attorney, said wm smn now .

Barnard: mm.a ‘the report: 9?

8:5 c&obm 10 Em mﬁﬁm
-“However, we understarid

" Weiner will provide quantified” -
making public- certain parts. of
the - the report-which could prejudice,

data within a-week, and obvious-

“ly-weneed to; mmmmmm that informa-

tion-to ensure that- publication -
will not prejudice us,” he said.

. Although indicating earlier
" this'week that the papers could
“be made. available to the public;, ~

Pieter Riedermann, the senior

. before open courton ‘August 18”
7' “The H.m_mﬁobmwu@ betweén
-the minister and KWV is’sens
tive, and we bélieve publishing -
-the papers.at-this stage, when .
g still has'to H,mmuosm _mﬁoﬁ
" in anyone’s interests.”

In April this year, the minister -
was mEEmn _mmé to Eﬁmﬁmzm in.

“matter s ‘,onﬁ.rw%o&,.ﬁomﬁa‘ ~'a-coroperative; into ‘4.-public
B Uuonmaﬁm_‘mhn.ﬁ:mﬁwwma should:’
‘not be made public until it comes,

-company.and had until this week
to file papers-relating to his

counmmdm about:the ocquumuou

try, competition implications and
Em E;E.m mzn Eﬁﬁgﬂos of

_E._m EEHmHmH.Um& mmﬂwmw
opposed KWV’s muuunmﬁou on the

mnoﬁam that it ooEn Hmmn toa




CONMMENT & ANALYSIS

Bill tries to put new wine in old bottles

HE Liquer Industry Pol-
jcy Document and the
trade and ind de-
partment’s draft bill pub-
lished on July 1! has provoked a
massive ontery. Some of the con-
troversy arises from the proposal
to create four types of licences —
and then to restrict owners of one
category of licence from holding an
intereat in any other licence. Haw-
ever, evén A cursory exemination
of the policy document reveals
many serious areas of concern.

The vision statement accompa-
aying the E.c%omm._ speaks of the
importance of restructuring the
liquor industry and facilitating
entry and empowerment to new
Eﬂﬂmﬂm. It also concerns itself
with the alleged costs associated
with liuor and claims to endeav-
our to seek an appropriate balance
between enterprise and regula-
tion, between traders, consumers
and society as a whole.

The policy document is laced
with & myriad well-intentioned at-
tempts at social epgineermg. It
details SA’s history of politically
driven liguor legislation and pur-
ports to address the past with its
proposals for the future. Nothing
codd be more naive or muddle-
headed. No doubt, in the three
weeks this material is gpen to the
public for comment, the depart-
ment will hear ample argument to
disabuseit of these illusions.

The writers correctly focus on
the monopolistic structure of the
formal sector. It does not take
much insight to identify that
many of the ills of the liguor trade
date back to apartheid-era legis-
lation, followed by the cosy
“boetie-hoetie” deal brokered by
the late Fred du Plessis in 1979.

It was through this that SA

_ Breweries (SAB) aequired its beer
monopoly while Rembrandt and
the KWV sewed up the wine and
gpirit industry.

This arrangement was subject-
ed to a Competition Board inves-
tigation and condernned as funda-
mentally flawed (report number
10 of 1982). Unfazed, FW Botha
ignored this recommendation and
rubber-stamped the monopolistic
arrangement designed to favour
interests of the Cape wine indus-
try — probably the most powerful
lobby in his dark and corrupt
administration.

Since then, little has changed:
BAB still dominates the clear beer

Instead of curing the liquor industry’s ills, government is proposing muddle-headed

attempts at social engineering, writes Michael Fridjhon

(EWINE

gector with a market share of
about:98%.

The Rembrandi/KWV cartel
controls companies which aecount
for more than 70% of the wine and
spirits trade. Some of the shebeen
buginess has beer legalised
through the introduction of tav-
erns licences though as much ag

90% of retail liquor activity is un-
licensed, ill snd conducted
with brazen impunity.

The industry as a whole is
ruled from the production sector
and there is no hint of a potential
countervailing power luking in
the wings to mmwwunm the ac-
count. No wonder the new
brooms at the department
have cast around for a struc-
tural solution to the problem.

Still, dubious logic, misin-
formation and hesrsay ac-
corded the status of fact un-
dermine the best intentions
of the document. The propos-
al to ceparate the vertical
segments of the industry
seemns based on the ent
that ownership of Western
Province Cellars (WPC) en-
ables Distillers and Stellen-
bosch Fermers Winery (SFW)
to “play a major rolein the re-
tail sector”.

WPC is in fact the last ver-
tically integrated wine and
spirits chain and recently

roduced a write-offfwrite-

own of more than R25m on
the balance sheet of the hold-
ing company.

The wmw&. that & separa-
tion of producer from whole-
sgle from retail sector enconz-

s competition is based on
a US model wholly inapplica-
bloin the SA context.

We have not recently
emerged from a prohibition
era where brands ave __mmm
meaningful than control o
distributien channels. De-
priving new retail entrants of
the right to build their own
iabels, or denying the smaller
producers (like the new mi-
crobreweries it wishes to see

vaoﬂmnﬁ&&um cuua_.»chﬂwnom a?
veloping their market h
their own distribution networl

will simply freeze the present dis-
pensation in amber. If the depart-
ment is EEWEE py about, how mbw.
SFW or Distillers dominate the in~
dustry, it should look to appropri-
ate antitrust legislation to ad-
dress the problem. Artificial ver-
tation will simply

&b 12)3[47

ing the 120 000 to 190 000 illegal
traders into the formal sector.
Over the past 10 years barriera
to entry for shebeeners have been
gubatantially lifted — to no avail
— precisely because there is no
Wﬁ&mmw_o benefit ta %&nm legal.
the draft bill the department
pozes heavy ﬁﬂmum_nmm aimed at
MMMSEWEM illegal trade,
Maybe it will want to discuss
thess with Meyer Kahn, who may
not be able to give liquor act in-
vestigations priority over hijack-
ings, murder and rape.
The department is under the

@

mistaken impression that “more
than half of the whalesale trade in
liquor is carried out on & retail
pricing basis, due to the unli-
censed and illegal character” of
the dealers. In fact most of the re-
tail trade in liguor is carried out
on a wholesale pricing basis, pre-
cigely because of the self-regulat-
ing nature of any highly diversi-
fied and densely populated sector.
Another bizarre and potential-
ly controversial proposal is the
snggestion that the Hgquor boards
and public forums the legislation

intends to spawn, as wellasaned- |

ucational programme aimed
at informing the pablic of the
dangers of alcohol abuse, will

51,0410 1887, thoughthe . -
. growth rate has strice siowed.

' Malt beer has an 819 share

. of altalcohol sales; mora
than half of the beersales
are through urtlicensed oullsts,

" [*1Thenumberof shebesns has been

black areas.

.+, arsas, anly 0,05 in tradionally

. =1 estimeted at between 118 200 and

"+ 75 190000, with continuing growth
.- taking the number towards the latter.

3

3 Thers are about 0,74 lquor stores
s wgrk per 1 000 people informesly white

be paid for by a special levy.
W— the words of the docu-
ment, this is in line with gov-
ernment pelicy that “polluter
pays”. Nothing reveals better
the prejudice behind these
proposals than this terminol-
ogy, and the “statisties”
pressed into the service of the
cause. Thumbsuck guess-
timates about the cost to the
economy of Foetal Alcohol
Syndrome,  alcohol-related
accidents and abuse are ac-
mmﬁmm.m the statns o_umﬁmmmww._.whb
© sAme pATAZTAD T4
with the drome)} which
states that “little comprehen-
sive research has been done®,

many as one in every eight
nEmeb in the uo_uumn sucio-
economic group in large parts
of the Western Cape s.__w (not
even “may”) be affected”.

Armed with this unsub-
stantiated statistical clap-
ﬂ.ww — extrapolated on a vast
scale — the proposal claims
that the liquor business costs
the country more than the
revenue its excise and taxzes
bring the fiscus. This then be-
comes the justification for the
suggested Liquor levy.

If the draft bill ever gets to
Parliament in its present
form, our members of Parlia-

ment should think carefully

we are told “it is likely that as .

before acceding to a scheme of ar-
rangement which abrogates the
legislature’s right to fix and man-
age levels of domestic taxation.

Given liquor's price/demand in-
elasticity, the levy could deprive
the fiscus of its full tax take from

iquor. In other words, the levy
ill become an additional taz, af-
fecting in the long term Parlia-
ment’s ability to squeeze the last
useful cent out of the industry.

The infrastructure it will pro-
liferate will be less directly ac-
countable to the electorate than
those institutions which must
seek funding approval every year.
This gravy train will flourish on
cag au vin, as every provinee ac-
quires its own liguor authority
populated by “one community
representative for each geograph-
ical subregion of the province”,

The thinking, taken to its log-
ical absurdity, will scon entitle
anyone who helieves that his
interest may be affected by the in-
ternal combustion engine to claim
representation on 8 motor indus-
try advisory board.

While the principle that “pol-
luter pays” has a happy resonance
about it, who gets to quantily the
so-called polution, what credit
does the industry earn for stress
reduction and the proven health
benefits of moderate red wine con-
sumption, and when will stock
farmers be expected to pay for the
cardiac artery disease suffered by
immoderate red meat consumers,
or even by those genetically pre-
disposed to the ailments associat-
ed with the commodity?

The social engineers of the de-
partment have & lot reore work to
do, and need to show evidence of a
little clear thinking, if they hope to
get their drawing board utopi-
anism into a form that will work in
the practical world. At present
their proposals will stifle any
prospect of a change in the balance
of power of the liquor industry —
which, for all its sins, is a vital
source of state revenue, and an
employer of some significence in
the economy.

They may aiso need to consult
with their colteagues on the Com-
petition Board, whose own inves-
figation into monopoly practices
in the industry was gazetted a
mere week earlier.

C Fridjhon is a liquor cansulfant
and wine writer.
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KWV dr ition to fi ] m. dit of assets bei de public
Louise Cook tents. However the KWV reversed its  awaited as key to government's inter-  its asssts and whe er the statutory Weiner report, said yesterday a final
position on Tuesday. Communications vention in the conversion. powers it enjoyed 2s regulator of the - report would be. complete “soon”.
THE KWV would not ask the Cape chief Kas du Plessis said the co-oper- Referring to reports implicating the wine industry had coniributed to the ° Chief state attorney Piet Riedeman
High Court to keep the Weiner report, ative would not _gpecifically ask the EWVina Ormﬁnwmmum scam, believed  accumulation of assets. Hanelom has  gaid the status of this document had

a forensic audit on its assets submitted court to keep the document on file. to be covered in the Weiner document, argeedthat at least some of the assets notyetbeen decided. g
to the court this week, among court While documents lodged at the Du Plessis eaid: “We did not have a fair should be handed to the industry “Maybe we will have to w._mom ré-
files — thereby making them publie court are usually kept on file ag public  denl from the press; we are happy to  rather than co-operative members, liance on (the) further report,” he ssid.
record — before the case was heard records, the court registrar has the waitforthe casetobe heard in court.” Asked if the was prepared to, However, the KWV would have the

next month, the KWV gaid yesterday. powertoremove them at his discretion. KWV group director Theo Pegal negotiate with government on the ag- right to stop the document from being

The Weiner repdrt was “lifted” on The report, part of Land Affairsand  said he had been advised not to com-  get issue, Pegal said discussions had presented to the courtifit so wished.” =
Monday after indications that the Agriculture am_.Ew ister Derek Hane- ment on the report, but said it had focused on regulatory issues, with as- The reasons for a.further report
KWV would take legal action if it was  kem’s replying affidavitsin a case aris-  failed to address ownership of assets. sets “on the agenda for alater date”. could not be established yesterday, - .
made public before the wine co-oper- ing from the KWV's planned conver- The report was commissioned to Meanwhile, auditing firm Fisher . o
ative had had time to study the con- sion to a company, has been keenly probe the way in which KWV builtup Hoffman Sithole, which drew up the - : ScePagell




NTIL recently,
Kwv chairman
Lourens Jonker

was in a defiant
mood, snubbing at-
tempts by Agricul-
E:w E_E_mnm__ Derek Hanekom to
intervene in the conversion of
the wine co-operative into a pri-
vate company.

i“I cannot help but express the
greatest disappointment and
displeasure regarding the med-
dling by the authorities in KWV
and its members’ household af-
fairs,” Jonker told KWV’s mem-
ber farmers in May at its AGM in
Stellenbosch.

‘Since then. however, the co-
operative, and the powerful
wine industry in the Western
Cape, have been stung by a num-
ber of blows., These setbacks
have forced Jonker to consider
noSUon,mmw

‘The most telling blow was an
audit this week supporting
Hanekom in his assessment that
some of KWV's assets belong to
:.5 state. But the co-operative
has also been hit by a Compe-
tition Board probe, proposals
urider the Draft Liguor Act to
mu_: the group up, and, embar-
Bmm_sm@_ revelations that it ex-
wonm& fake champagne in the
early 1990s.

Hanekom has been the target
ofigreat anger in the agricuitural
lobby. The former cattle farmer
from the Northern Province has

against KWV. After his recent
suecesses, however, he said an
ot-of-court settlement with
could be reached on the
guestion of its status.
ut such a settlement won't
come easy — both Hanekom and
Jonker are men of strong con-
viction, and their conflict in
court resumes on August 18.
KWV applied to the Cape High
Court in December to convert
from a co-operative to a com-
pany and transfer its assets to
farmer members.
Backed by the Cape Wine and

Spirits institute (CWSD).
Hanekom immediately chal
lenged the application.

Hanekom has argued that the
conversion will not only create a
regulatory vacuum (KWV ad-
ministers the Wine and Spirits
Control Act of 1970), but that
some of KWV's assets were ac-
quired via its statutory role.

Hanekom remains adamant

pdrsonally led the challenge

Punch-drunk
KWV could
be forced to

settle with

iNiNE
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~ KOBOKOANE

Looks at the
battie over the
soul of KWV

that “certain of the assets were
built up using regulatory powers
which insulated KWV against or-

. dinary commercial risk. | believe
that some of these assets are of

]

a public character,” he wrote in
a financial publication in May.

Jonker told the KWV AGM that
a delay in court proceedings
would not delay efforts to con-
vert into a company. He accused
Hanekom of stalling the negoti-
ations because Hanekom ap-
peared to be interested in ben-
efiting from KWV’s assets.

KWV has privately lobbied
government officials, going as
far as the Office of Deputy Pres-
ident Thabo Mbeki.

Government insiders say

KWV was unable to solicit sup-

port from the new government
and was told that the matter be-
longed to Hanekom.

KWV, which has strong ties
with the previous government,
has heen on a networking drive
to court influential new faces in
parliament. President Mandela
has addressed its AGM and par-
liamentary committee members
ont education and labour have
been invited to functions with
KWV heavyweights.

These efforts may pay off in
the long run, but for the moment
the co-operative has to deal with
Hanekom and his advisers,
Stephen Goldblatt and Michael
Fridjhon — the latter a thorn in

Dmmmx _._>zmxo_s “en
leading the charge

_.Ocmmzm JONKER...
fighting back grimly

KWV’s side. In spite of KWV's
protestations that Fridjhon, as
an importer of wines and com-
petitor to KWV, is unacceptable,
Hanekom has stuck with him,

Hanekom has presented to
court the findings of a special
audit into the acquisition of
KWV’s assets.

According to  Goldblatt,
Hanekom's adviser, the audit by
Fisher Hofiman Sithole found
that “some assets of KWV were
of a public nature”,

And KWV, which had threat-
ened to seek a court order bar-
ring the report from being made

“public, this week dropped its op-

position to the report going out
into the open,

However, Theo Pegel, group
director at KWV, has dismissed
Goldblatt’s interpretation as

m>_u_._._._qm mO-._z._.<

“highly speculative and needing
to be contested in court”.

The report by Fisher Hoffman
Sithole is the fourth commis-
sioned by the minister, who was
granted the right to intervene in
KWV's conversion to a company
by the Cape High Court.

The three previous Hanekom-
appointed commissions of in-
quiry looked into KWV's regu-
latory environment, its assets
and the effects on competition if
it were to become a company.

There is consensus on the
first, the Kassier report, which
recommended that the Control
Act be scrapped and that the in-
dusiry be administered by a
committee representing the
wine industry producers and
government. in fact such is con-
sensus that “good progress” has

reportedly been made between
the two in negotiations aimed at
an out-of-court settlement.

The second, by the Competi-
tion Board, looked at possible
areas of investigation into the
new company as far as compe-
tition was concerned.

But by this time the co-oper-
ative had reached an agreement
with Hanekom’s ally, CWSI, in
terms of which KWV undertook
not to enter the SA market
directly without giving five
years’ notice.

In June, the Competition
Board stepped in and an-
nounced plans for a full-scale in-
vestigation into KWV and SA
Breweries. The board is probing
possible anti-competitive as-
pects of the deal with CWS], and
the effects of the conversion on

. were nsmmm mmwm»m mon_c__.mn_ via mﬁmEﬂoQ powers in the mum:_..m_n m..mo

competition and new market en-
trants, as part of its inquiry into
the liquor industry.

The Steyn Report, the third
and most crucial to KWV’s con-
version, concluded that it was
impossible to determine which
assets had been acquired via
KWV’s statutory and which via
its non-statutory powers.

But so determined was
Hanekom that he promptly ap-
pointed Fisher Hoffman Sithole
to look further into the question
of the assets.

If the new findings do, indeed,
conclude that certain of KWV's
assets are of a public nature,
they give him a greater armoury
for the court proceedings.

The sticking point is really
whether some assets of KWV
were acquired through its role

‘Assets
were built
up using
regulatory
powers
which
insulated
KWV
against
commercial
risk. Some
of these
assets are
of a public
character’

as the administrator of the Wine
and Spirits Control Act.
Hanekom is convinced this is
the case. KWV disagrees.

Goldblatt said a resolution
would depend on the “attitude
of KWV" to the Fisher Hofiman
Sithole report, and on howmuch
KWV was prepared to fight.

But Pegel said: “We definitely
do not agree with his (Gold-
blatt’s) assumptions and are dis-
appointed that he does not re-
spect the agreement we have
with him not to discuss sensitive
matters — on which we are ne-
gotiating — in public.”

Both parties want to avoid a
protracted court hearing which
is likely to cost millions of rands
when behind-the-scenes negoti-
ations could facilitate a less ex-
pensive settlement.

b
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KWV’s asset
report closed
for time being
Louise C‘tﬁLNE -
D iz iaz

THE Weiner repori, a
forensic audit handed to
the Cape High Court on
the KWV's assets last
week, would be unavail-
able for public scrutiny
before August 18, the
.| court said onFriday. -

This is the date when
the case between the co-

operative and Land and
Agriculture Minister
Derek Hanekom is due
tobeheard. e

Requests by a Busi-
ness Day staff member
to view the document
were turned down.

Reversing an earlier
decision, the KWV last
week dropped objections
to the document being
made public. ,

Meanwhile, it was es-
tablished certain data
was not made available
to auditing firm Fisher
Hoffman & Sithole at the
timepf the audit. '

group director
Theo Pegal said last
week the co-operative re-
fused to discloze data on
trademark export trans-
actions and good wine
stockholdings.

However, a source
said researchers doing
the audit did find some of
the records which the co-
operative claimed had
been unavailable.

It is understood the
report could deal with re-
ports implicatihg the
KWV in a Champagne
scam in the early '90s.

The parliamentary
agriculture standing
committee would decide
next month whether or
not to refer the allega-
tions to the SA Police
Service’s Office of Seri-

ous Economic Oﬁ'entces.
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FAIRVIEW ESTATE WORKERS TO GET OWN HOUSES, LAND

Boland labourers

o

THE FACE OF WINEMAKING is set to change at a presti-

gious Boland wine estate. Special Assignments team
ROGER FRIEDMAN and BENNY GOOL report.

ORKERS at Fairview Wine

Estate are set o move into

their own houses on thelr
own land, and aim to become the
first black producers, makers and
bottlers of South African wine
under an independent label with a
2003 pinotage.

In the meantime, they will
hone their wine-making and mar-
keting skills by producing chenin
blanc under their own Fairvalley
label with grapes sold to them by
Fairview owner Mr Charles Back.

The scheme is being made possi-
ble by Department of Land Affairs
developmental grants of R15 000
each to the households of 57
Fairview workers, a R200 000 dona-
tion from Back toward the R400 G00
purchase price of 18 hectares of land

. adjoining his 6wn, and a tourism-
*yelated joint venture between Back
and the workers,

Fairview is the second presti-
gious wine estate in the Paarl
region to announce major plans
based on sound business logic for
the development and future secusi-
ty of its workers. The Fairview deal
differs from that of Nelson’s Creek
Estate in that Nelson's Creek work-
ers will take ownership of the land,
but not the houses.

“This is something we could
never have dreamt of. It is almost
like manna from heaven,” said
Fairview worker's committee chair~
man Mr Attie Adams yesterday. He
has worked the land for 19 years,
his parents worked it before him,
and their parents before thern.

Back said: “The workers have
the same fove for this land as 1 do.
This I realised when I came to the
farm in 1978. From those early
days I had an idea to do something

like this, and it only gained
momentum as I continued to work
with these people. Two years ago 1
started investigating options.”

At the heart of the Fairvalley
development plan is the conver-
sion of the workers’ cottages on
Fairview Estate into self-catering
chalets for tourists.

The profits generated by the
chalets will fund the building of
houses on a portion of the workers'
new piece of land.

The project will be tackled in
two phases, the first of which will
entail converting a group of 13 cot-
tages into tourist-accommodation
with a Cape farm-worker theme.
The chalets will be decorated with
historic photographs, llustrations
and text depicting, among other
things, the dop-system. Back will
foot the bills for the conversions,
but will not have to pay for labour,

Should the chalets run at 30%
occupaicy rates, they would gener-
ate enough money to take out
R70 600 bonds for 22 houses on
the new land.

By the time the second phase —
involving the conversion of anoth-
er 10 cottages, possibly into back-
packer-style accommodation — is
up and running, the profits are
anticipated to cover the costs of the
rest of the required housing.

Besides making and bottling
chenin blanc, the workers will set
up a shop next to the R101 arterial
road between Paarl and Klapmuts,

“We love this land,” said
Adams. “Yes, maybe our forefathers
suffered here for little gain. We
must forgive and move forward.
Now we are looking to the future,
and the future of our children who
will move to Fairvalley.”

A TOAST: Fairview worker's committee chairman Mr Attie Adams holds up a glass of wine in a toast to the success of a development plan at this Boland estate, saying the workers
ensure that the wine they produced was good enough to seli overseas.
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. the owmership of its agsefs 8s its

" ated with the forensic audifors,

. Derek Hanekom, the minister of

- the jssue, he still firmly Be-.

“gpments:as #helligerent and

" MAGGIE ROWLEY

Cape Town -—KWV was being
unnecessarily belligerent and
provoeative about negotiating
the ownership of its assets,

agriculture, said yesterday.
AtEWV's recent annual gen-
eral meeting, Lourens Jonker,
jts chairman, told members
KWV was refusing to negotiate

members’ right to these assets
was indisputable.
. Hanekom described these

provocative”. The forensic audit
on KWV asseis t0 determine if,
and to what extent, there might
be public ownership should be
completed within two weeks,
Hanekom said.

Asked if KWV had co-oper-

Hanekom said: “The answer to
that will be revealed by the
forensic audit.”

Hanekom, who was on an
educational visit to Distillers
Corporation in Stellenbosch,
said in an interview that while
he would keep an open mind on

lieved the statutory “gowers B
joyed by KWV were the real
reason behind the co-operative’s
acquisitionof assets.

«Therefore, the state has an

LIQUOR Forensic audit will determine exien

THAT’S THE SPIRIT Jan Scannell, the managing director of Distillers Corporation, and Derek Hanekorm, the minister of

t of co-operative’s public ownership

agriculture, toast the future of the South African wine and spirit industry yesterday

interest in assets which were

quired in the normal course of
business,” Hanekom said:

«ff it is accepted that the
state had an interest in KWV as-

gecumulated as-a result of-
“statutory powers and ot Be-

sets, the question would then

nmaﬁ%o%%%éc%%
{Hese AsastsAnd What model to
put on the table.”

He said the state was not in-
terested in taking over any of

the assets but instead wanted to

ensure that management of the
assets was inthe interests of the
public, and not just for the bene-
fit of immediate investors.

Jan Scannel, the managing
director of Distillers Corpora-

tion, said that while the corpo-

PHOTO: ANDREWY BROWN

_ration did not want to be drawn, .,

B R

d

+into the ownership debate of ;"

KWV assets, it believed the
minister had no option but to
intervene in KWV's bidsfo con-
vert from a co-operative to a
company. *
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The' national wine co-
operative KWV is at the
centre of allegations
that its senior -officials
trigd to sell 240 000 bot-
tles:of fake champagne
abroad in the early
1990s, according to re-
ports intwo newspapers
today

“mgr‘bottles from France

sl
labels, was apparenﬂy
approved at the highest
levels of the co-opera-
tive in July 1990.

The “scam” involved-

bottling South African w

sparkiing wine under
the two labels, “Paul
Lambert” and “Charles
Lemond”

The so-called cham-
pagne contravened in-

' ternational standards

which determine that
real champagne is pro-

;;prmtw@(‘.n,g‘ake; duced exclusw from
' Il %

grapes grown :in
Champagne district of
north-eastern France.
According toa report
in the Mail and Guard-
ian today, several thou-
sand cases of “Charles
Lemond” were refused

-entry to the US in the

early 1990s and were
subsequenﬂy offered for
sale in Cape Towrn.”
KWV had not com-
mented on theﬁ a]lega-
tions at the time of" go-

b1blag
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All in a name: ‘Paul Lambert’ was one of the fake labels

The national wine co-op has
been implicated in trying to
sell fake champagne o
Europe and the US, report
David Beresford

and Mungo Soggot

HE national co-operative

which controls South

Africa’s wine indusiry,

KWV, has been implicated

in a major swindle involving
the attempied sale of fake cham-
pagne to Europe and the United
States.

Documents obtained by the Mail &
Guardian indicate senior KWV offi-
clals were party to the fraud, which
involved counterfeiting and the
attempted sale of 240 000 bottles of
bogus champagne into the interna-
tional wine market.

The alleged fraud revolves around
attempts to market two brands of
fake champagne — “Paul Lambert”
and “Charles Lemond” — in the early
1990s, It appears to tie in with other
international scandals involving
atternpts to market fake versions of
two of France's most famous brands
of champagne, Moét & Chandon and
Dom Perignon.

Senior officials at KWV named in
the documents have flatly denied any
knowledge of the Paul Lambert and
Charles Lemnond operation. They say
they have never heard of the two
brands of “champagne” and have no
knowledge of the documents them-
selves, which include memos and
faxes on KWV letterheads.

KWV [Kooperatiewe Wijnbouwers
Vereeniging). the national wine co-
operative, has various statutory
ohligations to maintain standards in
the industry. It also has a joint con-
trolling interest in the country's two
largest liquor producers, with a com-
bined turmnover totalling at least 70%
of wine and liquor sales.

Hugely wealthy, KWV is currently
the subject of a battle for control of its
assets, totalling an estimated R1.6-
billion. Its 4 751 members — almost
all of them white farmers and pro-
ducers — are demanding that the co-
op be privatised.

Minister of Agriculture Derek
Hanekom — who is arguing that
the assets are profits from
apartheid and that KWV
should be treated as a
national asset — is try-
ing to block the move.

There have been
suspicions of Scuth
African involvement in
international champagne
frauds since the late 1980s.

In 1991, three fraudsters — Jean-
Claude Rémaury, Charley Delmare
and Marc Proux-Delrouyre — were
arrested in Paris in connection with a
champagne-counterfeiting scam
involving operations in Cuba and
South Africa

.....
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M - 1 MR FRITZ ngZER
NUMBER : 02231—7&38;
FROM -t NIEL VAN STADEN
DATE ; 28/8/%Q
PROJECT SPARK )
1.  On 27th June 1590 we met with Messrs Hartmarn, Reyes and yourself
to distuss mbove project. Olscussions reached
in fact the Dasign Services Dept were briefed on label designs.
2.

o

The product was tasted end epproved.

sal J
or

5,

Bale dankls

ub "mk-ms*' van die bottels sowsl &8 tle kartorns vir
# vooraien?

Onthou S.A. niost IERENS op enige verpuiddmterun verakyn nda,
ock nia dle VOORSIENERS ss nane nis.

MAIL & GUARDIAN
June 6 to 12 1997

‘Remember South Africa must not appear anywhere on any of the packaging materials and neither must the
name of the suppliers,’ states this internal memao giving instructions about the Iabellmg of the bpttles

Mf(/

Label designs were presented to abovementioned gentlemen by &6th July. ¥

| POSBLS/PO BOX 373 SUIDER-PAARL 3634
oy

“8310014
THLEPAY 427 2211 633440

TELETRY 555608
SHLEY 521107 BN

gn advanced stage and

Sparkle and fizz: The operation was codenamed ‘Project Spark’ and allegedly involved senior KWV officials

Proux-Delrouyre was stabbed to
death in his home before he could be
brought to trial — a murder which
has never been solved. Delmare and
Rémaury were convicted of counter-
feiting and fraud, and were sen-
tericed to 18 months in jail and a fine
of 100 000 francs. In a separate civil
claim, Mo#&t & Chandon were
awarded damages of Fr3-million
against them.

In 1993 there was more hard evi-
dence of South African involvement
in a champagne swindle when police
seized 900 000 fake Moét & Chandon
and Dom Perignon labels which had
been printed in Stellenbosch and
were awaiting shipment to Panama.
Panama and Cuba have figured
prominently in champagne frauds.

Last year, after a lengthy police
investigation, the attorney general’s
office in the Cape announced there
was insufficient evidence to justify
any prosecutions in connection with
the fake labels.

It was reported that, during their
investigations, police seized docu-

ments showing KWV had exported
nearly one million litres of
Chenin Blanc and Colum-
bard wines to Cuba in
1990 which had

o eﬁ&

i
!ffﬁ‘q{i i

A X

been ordered by “two foreigners”, The
attorney general's office said there
was no evidence of bad faith on the
part of KWV.

The use of the term “champagne” is
strictly controlled by international
law and treaty. To qualify for the
description, the wine must be pro-
duced from grapes grown in the Cham-
pagne disirict in north-eastern France;

It appears to tie in wuth
international scandals
involving attempts to
market fake versions
of Moét & Chandon
and Dom Perlgnon

the entire production process —
including a secondary fermentation
process which must take place in the
bottle in which it s finally sold —has to
bé parried out in the demarcated area;
and the final product requires a certifi-
cate of authenticity issued by the
Comité Interprofesssionel des:Vins de
Champagne.

The decuments obtained by the
M&G indicate the Paul‘Lambert-and
Charles Lemond “champagnes” were

made with South African wines and
hottled in South Africa with counter-
feit Iabels complete with fake French
coding. The Comité Interprofessionnel
du Vin de Champagne, the cham-
pagne regulatory body in France, has
confirmed neither brand exists. Arep-

resentative said Paul Lambert was on.

its blacklist of counterfeit brands.

KWV apparently imported 240 000
premier-grade champagne botlles
from one of France’s major manufac-
turers, St Gobain, for the operation.

Senior officials with KWV Interna-
tional named by the documents as
being involved in the operation — code-
named “Project Spark” — include Niel
van Staden, cuurently divisional execu-
tive with responsibility for overseas
markets, including the US; Dr Danie
Retief, an executive director; and J
“Kobus” van Niekerk, managing direc-
tor. Van Niekerk was out of the country
this week and not contactable. Retief
and Van Staden emphatically denied
any kniowledge of the operation.

A fax on a KWV letterhead dated
August 28 1990 records that on June
27 1990 Van Staden met
Marc Reyes (an
alleged accomplice
in the 1891 Moét
& Chan-

An early draft of the fake Charles Lemond
e Iabe] spe|l g itas ‘Lamond’
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don case). Fritz Coetzer (a Stellen-
bosch export agent) and a Mr Hart-
man (believed to have been an Amer-
ican agent} to discuss Project Spark,
“Discussions reached an advanced
stage and in fact the Design Services
Dept were briefed on label designs,” it
states.

The fax says the label designs were
presented to the four men by July 6.
“The product was tasted and
approved. Dr Retief approved the
project in principle on June 29 1990,
and in his absence Mr J van Niekerk
obtained approval on July 23 1990
for the project to proceed provided
that orders were received for the full
20 000 cases and acceptable guaran-
tees.”

Retief approved the ordering of the
bottles on August 3 and "KWV pro-
ceeded to order 252 000 bottles from
France, 240 000 corks from Porlugal,
printed with the word Champagne, as
well as 240 000 gold foil capsules. The
value of these goods is R663 000."

An internal memorandum dated
September 6 under Van Staden’s
name gives detailed instructions to
another member of KWV for the
ordering of labels for the boitles of
Paul Lambert and Charles Lemond,
and stickers for their cartons. The
memeo concludes in Afrikaans:
“Remember South Africa must not
appear anywhere on any of the pack-
aging materials and nejther must the
name of the suppliers.”

what happened to the fake cham-

pagne. But in 1991 America's
Bureau of Alcchol, Tobacco and
Firearms (BATF) discovered fake
champagne was circulating int the US
under the Charles Lemond and Paul
Lambert labels. The wine was traced
back to an import agency, California
Clearing, in the town of Tustin.

Subsequently several thousand
cases of Charles Lemond materialised
at a Cusloms auction in Cape Town.
Customs officials {old local traders the
wine had been returned to Socuth
Africa after it had been refused entry
into the US, and was being sold to
defray storage costs.

A condilion of sale was that it could
not be resold. Customs satd no guar-
antee could be given that it had been
made by the “Methode Champ-
enoise” method. This was despite
the fact that labels described the
wine as champagne.

The M&G submiiled a
series of questions to Cus-
toms on Wednesday morn-

ing regarding the auction,
including the circumstances in
which the wine was seized;
details regarding its previous
ownership; whether it was aware ils
claim to he champagne was fraudu-
lent; whether potential bidders were
warned of its fraudulent nature; and
whether a fraud inguiry was carried
owd. Customs had still not replied by
the time the M&G went to press.

It is not clear from the documents
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head of KWV Internationdl, the fax 12000 more than required for 20 000
. says. It states that dJ. akobus van Niek- cases. Also imported were the exact
THE KWV tried to sell thousands of erk, head of KWV International, ob- aumber of gold foil capsules, and corks
cases of its sparkling wine digguisedas  tained approval on July 23 1990. from Portugal printed with the word
French champagne in the US and Eu- The project would go ahead “provid- Champagne, needed for 20 000 cases
rope before dumping the rest onthe SA  ed that orders were received for the full —240 000 each. These cost R663 000.

market, company documents show. 90 000 cases”, the fax to Fritz Coetzer The 900g bottles, normally used on-

The plan was approved at the high- of Impex says. He is identified in the ly for premium champagne brands,
est levels of the co-operative in July document as having participated in cost more than R1 each plus shipping
1990, but turned sour after US author-  discussions on Project Spark with costs. The fake champagne auctioned
ities refused to allow more of the prod- “Messrs Hartmann and Reyes”, who in Cape Town was in 9000g premium
uct to be imported. Quantities were had “indicated” they could “shtain Champagne hottles with the markings
then sold as Champagne at a customs  guarantees if not for the full quantity, of the French glass manufacturer, St
auction in Cape Town. then for at least 10 000 cases”. Gobain, on the base.

A KWV (Kodperatiewe Wijnbouw- Kim Hartmann is employed by Jean Van Staden’s fax refers to machine
ers Vereeniging) spokesman said yes- DPierre Vaghi, of a company called proofs of labels bearing the name Paul
terday senior officials were not avail- Baron de Sigognac, & key mover in the Lambert. An internal memoran-
able for corament. late 1980s scheme to bottle counterfeit dum in Afrikaans dated September 6

The episode appears under the al- Champagne under the Moét et Chan- 1990 from Van Staden and headed Pro-
ternate code names Project Spark, Pro-  don jabelin Cuba. Marc Reyes was also jek Spark requests David Toua of the
ject Spark II and Project Isabella in involved in the Moét scheme.

Stephen Laufer

company's production department to
KWV documents. Project Isabella was Separate documents show KWV order 100000 Paul Lambert labels

also the code name of an carlier contracted to sell 10 000 hectolitres — fromJ Ryan printersin Paarl.
French-based scheme to fake premium eluivalent to 1,3-million bottles — of The same memorandum asks Toua
Moét et Chandon Champagne. SA white wine to Baron de Sigognac, to fax photocopies of Charles Lemond

An August 26 1990 fax to an inter- around the time of the original Mo&t labelg to Hartmann and Reyes once
mediary from the company’s export scheme. This involved hundreds of some minor alterations had been
manager, Neil van Staden, headed thousands of bottles of counterfeit made. Toua is to request their imme-
Project Spark, says approval for the champagne and led to prison sentences  diate approval so that 50 000 labels
KWV’s project was obtained from two  inFrance for some conapirators. can be printed.
senior officials of the co-operative. . Van Staden’s August 26 1990 fax Charles Lemond was the name of
" Thitial approval in principle came gtates that KWV imported 252 000
from -Jannie Retief, currently deputy Champagne bottles from France,

[ —

Coniinued onPage2

KWV L @ gust 1998 it “cannot confirm that this .
VYV L INE. w(inecwasmade.acco}i%ingtotheMeth-
. s ": ode Champenoise”. The product ul
ContinuedfromPagel -iusiv- - - nothe oﬁ'e:l')edforresaleh? S%,lg:ndcgnyq

e .
& 9? R ’. - onedoingsowouldb .
t.h% fake 'f‘ agne sold at the auction The gdirectorate’?apligggﬁ?tegndries
in CapeTown. .+ - Lrwsans -ws» 'Tromp, said yesterday he remembered -

, Under point five of the memoran-" - the sale “vividly”. His directorate had

dum, van Staden tells Toua to “remem-
ber SA must not appear on any pack-
:ﬁmg material, also not the name of
the suppliers (of the materials)”. There
iz no printer's identification on the
Charles Lemondlabels. Heoo
The agriculture department’s direc-
torate of plant-and quality control, re-
sponsible for e ting wine imports,
told a potential buyer in a fax in Au-

been asked by customs and excise to
verify the beverage as champagne, but
as no import permit was av£ble, it
had been unable to do 8o.

Customs and excise had been told to

+ inform buﬁgrs that the champagne was

fake. He d no idea of the ;)rnduct’s
‘origin, “it came out of the blue”.

E
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i and Agriculture
Iﬁﬁ]s)ter Derek Hane-
kom expressed astonish-
ment through a spokes-
ﬁélfs'm vesterday at the

egations that the Ko-
dyeratiewe Wijnbouwers

ereeniging (KWV) and
i . senior officers had
begn involved in a
sgheme to pass off their
%‘I;arkclﬁng ‘wine  as

) champagne.

?’Ij'lhe minister’s legal
adviser, Steven Gold-
blatt, said that Hane-
kom, who is travelling in
South America, was as-
tounded at the allega-
tions. Hanekom believed
thgy should be investi-
gated at the highest lev-
el, and might refer them
to the Office of Serious
Economic Offences.

He would also consid-
er ‘dppointing a commis-
gion. of inquiry. He be-
lieved that sufficient lég-
islation was in place to
deal with the allegations
should they be substan-
tiatéd. He said the alle-
gations should not have
any bearing on the pre-
sent- litigation between
the minister and KWV
over the co-operative’s
privatisation,

e gcam could in-
volve KWV and several
of its senior staff in civil
and criminal litigation
with the potential of mil-
liona of rands in fines
and damages, a lawyer

who was famil-
iar with com-

mercial  legi-
slation and
treaties said
yesterday. It
could also em-
barrass senior
officials re-

sponsible for a
customs and
excise sale in
which the fake
drink was sold
to the SA mar-
ket, if it is
shown that
they aided
KWV knowing-
ly in offloading
t{le fake cham-
pagne onto the
SA market.
The customs
officials  had
been informed
that the prod-
uct was coun-
terfeit, the
agriculture de-
partment’s directorate of
plant and quality control
head, responsible for
regulating imported
wines, Andries Tromp,
gaid yesterday. But a
buyer said he and others
had not been informed
that this was the case.
Besides possible lia-
bility under the Mer-
chandise Marks Act,
KWV may be open to
prosecution for fraud be-
cause the ?ark]jng wine
was passed off as cham-
pagne, which it was not.
The company could also

F i
STRETINGER

lanekom reacts to alleged

g b|bid
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Fake SA Champagne under the Charles ry
Lemond label, right, was sold in the same
heavyweight bottles as real premium brands

like Taittinger.

be liable under World
Trade Organisation
(WTO) rules to which SA
is a party, and which re-
quire that international
marques be respected.
Contravening WTO
rules has the potential to
damage SA’s interna-
tional standing as an in-
vestment  destination
just as crucial interna-
tional trade mark issues
from the sanctions era
appear to have been re-
solved, if action is not
taken fast. It may also
place a large question

“It was sold as cham-
pagne; that is what got
me there. The unwritten
understanding was that
the orderer had not
cleared the champagne
through customs, or that
ithad been confiscated.”

He said the sparkling
wine had not %eld its
Own in comparisons with
real champagne. He also
found the brand name
had never been ‘men-
tioned in any periodical.

Details from the KWV
documents indicate the
company knew what the
nature of its relationshi
with Kim Hartmann ang
Marc Reyes, their part-
ners in “Project Spark”,
was, and that it was
passing off counterfeit

champagne.
A fax from Van
Staden to Reyes in Paris

dated September 6 1990
headed “Charles Lem-
ond” says: “This product
will not be ready for
shipment till about Octo-

The Charles Lemond
was bottled in premium-
grade 900g boitles nér-
mally used only for top
brands such as Mogt et
Chandon. or Tgittinger.
KWV iraported the bot-’
tles from France al-
though it would not have
needed them for locally
groduced sparkling wine

eclared as such.

It also ordered a laser
code marking system ca-
pable of printing serial
numbers onto each bot-
tle, a method used by
producers of better
champagne to counter-
act counterfeiting. KWV
is unlikely to have need- .
ed the R250000 ma-
chine to mark its own
products. In  October
1990, KWV signed an
undertaking that the
printer was for its use
only and it would not be
made available to police
or military entities in SA
or Namibia. '

'
LS.

ty as it batiles
with Hanekom
over its bid to
privatise.

Any contra-
ventions of the
Merchandise
Marks Act are
fineable per
each fraudu-
lent item, and
KWV could find
itself paying a
penalty for ev-
ery bottle of SA
sparkling wine
labelled as
from Epernay
in the cham-
pagne region of
France.

As a para-
statal regulato-
authority,
KWV, with sev-
eral represen-
tatives on the
Wine and Spir-
it Board, has a direct role
in checking the authen-
ticity of imported alco-
holic beverages. The
board also implements
the so-called 1935 Cray-
fish Agreement in which
SA specifically under-
took to protect the in-
tegrity of French wine in
return for a guaranteed
market for crustaceans.

Because it was falsely
lIabelled as French cham-
pagne, the Charles
Lemond sparkling wine
sold at a customs and ex-
cise auction in Cape
Town directly contra-
vened the Crayfish
Agreement, It also used
the most, highly protect-
ed o
marks — champagne —
apparently contravening
the Merchandise Marks
Act and WTOrules.

Tromp said yesterday
he remembered the sale
of the Charles Lemond at
the Cape Town customs
and excise auction
“vividly”, Customs and
excise asked his direc-
torate to verify the bev-
erage as champagne, but
as no import permit was
available it had been un-
able to do so. Customs
and excise had been told
to inform buyers that the
champagne was fake.

Hartenberg wine es-
tate’s marketing director
James Browne said yes-
terday that he had been
among the buyers at the
auction. Customs and
excise had not informed
buyers that the Charles

Lemond was not the au- the
thentic product. as chamgagne at the cus-
foms and excise auction. . |

KWV scam

G WINE ‘
mark over ber 8 1990.” It requests
KWV integri- Reyes to “urgently ad-

all French trade -

vise who the importer of
Paul Lambert and
Charles Lemond is”.

In a fax headed “Pro-
ject Spark II” dated
November 29 1990, Van
Staden gaid “yve are pre-
pared to sell 1 454 cases
of above product FOB
Bremmerhaven”, pre-
sumably the German
port of Bremerhaven,

KWV's share of the
selling price would be
$45,50 a case plus
freight to the US, plus
freight from the US to
Bremerhaven, plus in-
terest. Transport costs
quoted show the product
was initially bound for
the US, but apgears to

have been turned back.
French journalist
Jean-Moise  Braitberg

later reported that the
US Bureau of Aleohol,
Tobacco and Firearms,
the regulatory authority
for imported alcoholic
products, had reported
to the French agricultur-
al attache in Washing-
ton that 2000 cases of
Charles Lemond had
been detected in the US,
California Clearing of
Tustin had imported
them with fake origin
certificates allegedly sto-
len from the Bordeaux
chamber of commerce.
California Clearing
worked regularly with
Vaghi, the man behind
the original Moé&t scam.
The Bordeaux certificate
numbered 003145 igsued.
to Conway Trading;' a
company - connectg
Vaghi’s employee: Ha
mann, was for 1 454'cds
esof alleged champdgne: -
A fax Van Stadeti sent
on February 11 1991
says that at aJanuary.10
1991 meeting in Paris, -
Reyes had mentioned
“that 80% of SPARK had
already been sold by su-
permarkets and that
they would pay for the
quantity they had sold”.
Van Staden asked when
the money was expected.
On June 18 1991:..Van
Staden faxed an offer of
1 454 cases of sparkling |
wine at $45 a cage of 12
bottles free on board |
Cape Town, apparenily
the same shipment the |
KWV earlier tried to sell
in Bremerhaven. Agent
Fritz Coetzer was to re-
ceive $15 a case as com-
mission for their sale. It
is possible that this was
sparkling wine seld
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CO'OP investigates allegatio ns

Busmess REPORTER

Embattled wine co-operative KWV has
now been accused of racist
employment practices.

The co-op, which hit the headlines this
week when press reports claimed that
KWV tried to pass off thousands of cases of
sparkling wine as French champagne in
the early '90s, has now been accused of
racism by several former employees.

A spokesperson said racist practices
were not possible in terms of KWV policy
and procedures because current South
African labour legislation was applied asa
minimum standard.

The co-op would need time to investi-
gate the matter fully before commenting
further, he said.

Twa black managers who resigned last
month and who did not want their identi-

ties revealed, cited KWV's attitude towards
black employees as a reason for their
departure.

They said blacks at the co-op were gen-
erally assigned menial jobs and were sub-

ject to constant “racist” jibes from white

managers.

It is alleged that racist remarks were
behind the dismissal of a Food and Allied
Workers’ Union (Fawu) shop steward,
Samuel Mvundiela, who was involved ina
fist fight with a white manager last year.

Mr Mvundlela was dismissed in Octo-
ber after a company disciplinary hearing
found him guilty of misconduct.

The white manager who allegedly called
Mr Mvundlela a “kaffir” is said to be still
working at his job.

Mr Mvundlela, who says he was unfair-
ly dismissed, has taken his complaint to
the Independent Mediation Services of
South Africa (IMSSA) for mediation.

Fawu’s Boland acting secretary Sebast-
ian Julie said KWV had offered Mr Mvu-
ndlela R7 000 as a setflement in the case.

William Nggolobe, who worked for
KWV as a temporary machine cperator for
18 months, said he had been dismissed.at
the end of April without notice after speak-
ing out against racist practices. ,

“All the hard and dirty work is given to
black workers at KWV,” he said.

Mr Nggolobe said he queried the con-
stant use of Afrikaans to communicate
with black workers, whose undetstanding
of the language was minimal. He had also
asked why black temporary workers were
always overlooked for permanent posts.

“These are obviously very serious alle-
gations, and in terms of KWV company pol-
icy and procedures it is not possible for
these practices to oceur, as current SA
labour legislation is applied,” the KWV
spokesman said.
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The KWV has said a]legatmns that 1t
tried to sell thousands of cases of its
sparkling wine disguised as French
champagne in Enrope and the United
States were of a serious nature and
potentially damaging to its reputation
and existing goodwill towards the co-
operative and its products. . -

“Obviously the KWV will have to con-
sider its legal options with regard to this
maiter,” the group said yvesterday.

“This appears to be part of a campaign
to discredit the KWV locally and interna-
tionally while it is in the process of conver-
sion to a company and on the eve of impor-
tant negotiations with Land and Agricul-
| tare Minister Derek Hanekom, which will
affect the future of the total South African
wine industry,” the group said in its reac-
tion to the allegations.

The KWV was responding to newspaper
reports vesterday claiming that the
sparkling wine was dumped on the South
Afrman market after US authorities reject-

ed attempts to sell more oi; the drink i m the
: b

Untted States ,G l (ﬁ'

Thereports, which are said to be backed
by company documents, claimed the
alleged scam was approved by senior KWV
officials in July 1990, but went awry after
US authorities refused further imports.

‘Thzs appears to
be a campuaign to
dzscredzt the

KWY on the eve of
negotiations’

The excess liguor was then allegedly
sold as champagne at a customs auction in
Cape Town.

The KWV said it was amazed that it had
once again to face “unfounded allegations”
about illegal champagne deals.

“Similar allegations appeared in the

to dull K

sparkle’

WINE

local international media as far back
as five years ago and were extensively
investigated by the SA police in Cape
Town,” the wine co-operative said, adding
it had given its full support and co-opera-
tion to the investigating team.

Questions were answered and affidavits
were submitted.

The co-operative said the attorney-gen-
eral had decided not to prosecute anyone,
including the KWV, because of evidently
unsubstantiated claims and allegations.

The wine co-operative said it was again
confronted with the allegations by a Johan-
nesburg newspaper's wine columnist
about two yearsago.

“Atthe time, as is the case now, our
reaction was that the law should follow its
usual course.

“To our knowledge, the information
was not used in any report.

“If any new information has become
available in the meantime, it should be
taken up with the author1t1es " the KWV
said. - Sapa .
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N e KWV said:on Friday it -'would™ - of fake Charles Lemond Champagne - after Friday's news reports that new
Jave to consider its-legal options, but  were sold,in Cape Town in late 1992 .information had come to light, and
gain failed toisste 4 statement by the  had gone into the state fiscus. But he there was a need to compare informa-
mpan 1. the” - was “looking for clear documentationit . tion in the docket with the news re-
“ was paid in and that no benefithad ac- . ports before discussing the matter with
yinmitial’ * crued o the KWV - the attorney-general.
rdiseuss: Senior Supt Gerhard van Rooyen, Company documents show that the
> the commander of the commercial KWV {Kobperatiewe Wijnhouwers

rk;- crime branch of the SA Police Bervice - Vereeniging), which regulates the SA
:; "~ in the Western Cape, said his unithad  wine indugtry, tried to sell thousands
sioner. 'investigated allegations of KWV.in- of casescof sparkling wineilabglled as .
inves- - volvement in the printing of counter- Chafle¥ Leshond. and Paul’ Lambert:
© feit Moét et Chandon labels between;  Champagne ini the US and European: ' ..
- mid:1993 and late 1994 Tt appeared -*If was then auctioned iri SAL @th: w~ &3

mﬂm_u_.. -.m._pm.p.mm_. , ,
“POLICE anid;thé: SA"Tevenu. sérvicé
- have'said they intend ifivestigating al
“légations that .the KWV sold~fake
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4 known about the wine's origins, and S EER S8 o~ H . B |
OM—.”EE” ne what buyers had been told. ﬂ_m mwm..mm.m an m.m. g
) WINE The KWV said on Friday it was S g8, 286 2% 3 B
Continued from Page “amazed that it must once again face m_ms s m..m‘r,b. AT
_ BD N aq7 unfounded allegations with regard to g 8 § m.mv T g B
.| vestigations shoWwed the goods’ origin certain Emﬁ champagne deals”. The JO g, %o m .28 2 s
| was unknown, and they had been anc- allegations had surfaced asfarback as S4gg— 8 2 875 g8 L
4 tioned off as uncleared goods. five years ago and the attorney-general © 2 uuwn_w,"m g% _m,% RS o
_ The agriculture department’s qual- had declined to prosecute, 29 ..mb..s &m 4T B80g -
] ity control directorate, respansible for “This, however, appears tobe partof ¢ g ,c.”mmm & m. m g .m um_.m o
| approving imported alcoholic bever- a campaign to discredit the KWV lo- T2 B E 9T oS8 7
% ages, had certified the goods as cally and internationally while it is in oS g Z: m a .ﬂ.m g0 MH ‘
| “potable sparkling wine”. Auctioneers the process of conversion to a company ml el gdg -k P =
Bad announced that the purchases and on the eve of important negotia- 8.2 ° o2 882 a8
were for private consnmption only. tions with Land and Agriculture Min- ™ g L] ahm m‘ zSag" =
. One ommum buyers, Hartenberg wine  ister Derek Hanekom, which will affect %S @D R o.Sw o g
| estate marke director James the future ofthe SA wineindustry.”, ’
-1 Browne, said p ers had not been Meanwhile, John Dludlu reports
informed that the product wasnot gen-  that government has confirmed Van
uine. But the agriculture department’s Nickerk is heading SA's delegation in
quality control chief Andries Tromp talksonona wines and spirits agree-
said last week he had told customs of- ment with the FEuropean Union.
.| ficials the wine was not real Cham- “There’s no secret aboutit,” an agricul-
‘| pagne despite its 1abelling as such. ture department spokesman said. .
" an Heerden said he wanted to “di . : .
| deeper” on what customs officials ha . Comment: Page11
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THE KWV has admitted it conld have
been involved in 2 plan to sell thou-
sandsof cases of SA sEark]ing wine dis-
guised as French Champagne in the
US and Europe, some of which was lat-
er sold on the local market.. - :
. The board of the Kobperatiewe
Wijnbguwers Vereeniging (KWV) said
. yesterday the co-operative “could pos-
sibly have assisted such an agent to
label produets on his behalf in ‘a man-
ner which concealed its SA identity”.
An internal investigation would be
launched. T Ry
The agent referred to could be Kim
Hartmann or Marc. Reyes, both men-
tioned in KWV .décuménts as the
prospective buyers of between 10 000
and 20 000 cases of falsely Iabelled SA

sparklingwine, ' .3 S
The admission by the KWV follows
denials in which it:said police inves-
tigation in the early: 19903 had cleared
it of any-wrongdoihg. It also said it was
contemplating legal -action. against
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Continued from Page
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to puit the terget market.
But co

French Champ

ake labels printed locally.
- Jtisundérgtood a pre

make new o amended claims of origin

any documents — ft:ixgs.
anKWdeet;;ﬁrt g:&ge?gglns:;ggfadei wouldbe conducted at the highest level
— suggest the KWV was the driving

iehin(l the scheme, It imported
e hottles and Por-

! walinvestigation this week convinced
?ﬁe&II{lWVﬁgoar‘zl 'pfl zhe _t&egtd to uzlxcllalag

inguiries. It said i1t WO 1
E:rl;atr};*?l;ilx:lg m:: power to obtain “full KWV International.
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newspapers reporting the allegations. |

- The SA Police Service Western

Cape commercial crime squad-said last
week it was looking at reopening th

!

s investigation. The case is.also being in-

vestigated by the SA revenue service
and could be referred to the Office for
Serious Economic Offences, which haks
expressed interest in it. S
nland  revenue commissioner
Trevor van Heerden said he wanted
proof that the proceeds of a 1992 cus-
toms auction, in which 1 423 cases.of
fake Charles Lemond .Champagne
were sold; had gone to the state fiscus. |
KWV spokesman Theo Pagel said
the board had expressed the “serious
wish to come clean — it is the only way
we can deal with this can of woim
which is harting us onthe market”. |
.. The - co-operative said -the iprice,.
%uality.;ratio of KWV pmducts:d,uring
the sanctiong-era-had left. considerabl

room for other parties. to :purchase

W

details with regard to allegations that

itehad been involved in an illegal trans-

action during the 11)91?03", and to make
information public.

th“EKWV docume?nts show that the plan

" o gell fake Charles Lemond and Paul
1 swing

Lambert Champagne wasin
aslateas 1990 and 1991,

The KWV’s internal investigation

cervinter- . ments as having approved of the fake
o l(i‘lhampagne plan are: Jannie Retief, -
now deputy head of KWV internation-
al, and Jakobus van Niekerk, head of

eatest degree of urgen-
cy. The board was cqnvinced it would
get the full co-operation of Van Staden
tuguese cotks with the word “Cham-. and other em loyees reportedly in-

Fagneﬂ imprinted on them, and had the ;.volmgézéh: lf:seelzr::in 1 1n the docu-




\under strong pressure from

the EU: 4o stop callingits - .-
port “port™ aml 1ts sherryJ
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" The. Europeans are seekmg
' to getithese:names dropped as
‘ part of deiwider sccord on trade
.in wines and spirits. :
‘ Hisis oneelement inan:
overall tradeatid co-operation .
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South Afrlcan officials say
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‘ove' the;i ames of port and




~

Francoist BotHA

Johannesburg — Export mar-
kets apart from the UK were
showing significant opportuni-
ties for the South African wine
industry, said Jane Hunt, the
PBritish master of wine and UK
director of Wines of South Af
rica, the country’s generic wine
promotion organisation. '
Speaking at a wine market-
ing conference during the recent
London Wine Trade Fair, Hunt
said that while the UK market
accounted for 47 percent of the
country’s wine exporis, Ger-
many, the Benelux countries,
Scandinavia and Canada were
leading the field in terins of new
market interest.
Commenting on the winé
market ini the UK, Hunt said ex-
ports of South African wines be-
tween 1990 and 1996 had “far ex-
ceeded all expectations”..; =
Export, case vol-
umes climbed from .:
242 000 in-1990.to
38 million}lpst year. *
That' gave South
Africa a 4,9 percent
share of the UK 370
market in volume “f ‘g i
terms and a 5per- R,
cent share'of that. "}
market in value ¥ oF
terms. Tey MR N,
Hunt said S i

e tw
Tt

consumers were positive tox
wards South Africa.

The research also showed
their expectations of the coun-
try's wines were high. =~
“By following a quality route
and differentiating itself from
other New World wine preduc-
ers — especially Australia — it
is believed South Africa has
greater potential in terms of
goodwill than any other produe-
ing region and could anticipate
considerable success in the UK
for the longer term,” she said.
This followed 4 definite move
by consumers away from sup-
porting traditional European
producers towards wines of
New World origin.

. ateentry point to the market.
"% The growing number of
" small estates also played a role

because they allowed for mar-’

ket research wndertaken _1@;&*‘
year showed UK wine trade and,’

SAWines,s_horw new |
sparkle in Europe .
NE T

- Anstralia, and South Africa, the
" latest arrival on the market, is

except Australia, in a very brief

‘time, There is also a belief that | -

the general nudge upwards in
price, successfully achieved by
Apstralia in the last two years,
will become a more general

trend and one from which South '
Africa could also benefit,” s:he T

Members of the UK wine
trade indicated that there was
great interest in South African
wines, especially because of the
availability of inexpensive
white wines which dominated
gales and provided an appropri-

-

keting at higher price levels.
*.Sputh Africa’s reputation for
UL quality, especially
fruit, also con-
tributed significant:

of wine. -
South Africa’s
vineyards, which
span approximately
- three times the area
of New World rival
- Australia, are not
i extensively planted
vith varieties favoured by inter-
fiational markets,

er, a planting programme under
way which included the “big
six” varietals like merlot and
chardonnay, which were in de-
mand internationatly. - '
-Regular wine consumers also -

“indicated the UK was a highly

receptive market for South
Africa. v

The core group which paftic- [

ipated in the research represent-
ed 12,5 percent of the UK adualt
population, or 6,9 million people.
~ Hunt said “most consumers
were neuatral about purchasing
South African goods”. T
However, some of those
polled “actively indicated a de-
sire to help the country get back
on its feet”, she said.

seen to have grown to a greater -
_jmportance than all the others,
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i The g has come under the . .
uomumwa from Parliament’s Portfolio
mmitéee on Agriculture, Water :
airs and Forestry.

n investigation into the coowmumﬁzm 8
:alleged UmH.noEmaoz in a champagne scam
-1,1991, with a view to agking the Office for
Serious moosoEE Offences AOmmov 8 Hoow
snfgth _mﬁmnmw

)H_H.-

,“EmEcmH.
‘reports that.the Paarl wine co- operative
Arigd to'sell Eo:mmb% of cases of sparkling

%mﬂm&m% the.cominittee mmwmm o&m:.- _
¥pérson Janet Lové to find out if there was.

followed a Eoﬁou SEmn ,3 >Zo.

i,s@ 3

1N Yesponse to recent mmsmwm@mw

e Emmﬁmmn as ogumm:m
3ut non?.mmos reigned in the committee

over Srmm._mw or #otthere was an Eqmm_u.
_.‘,‘mmﬂcn currently underway. . ,
Emmanuel Schoeman of the N: mﬁoﬁ& .

wmuq -gavé the, EEEmm his assurance
that there was g Eqmmﬂmmnos Eamgm?
“but other mémbers questioned this as they

wm& SEen 1o press Hmuowa to confirm this.
~Tommy Prins, the Western Capé direc-
“tor-of 0SEQ, 85 the Cape Argus that he

wma Emnm cum_usEmQ mHEEEmm but wmn,

not %3 received an official requeést 3
launch a formal mﬁpsu.w from muw of the

_affected parties.

* “We can’t investigate ina <m9EE * Mr
Prins said, adding that there was no police
E%mﬁmmﬂoa into the matter 252. to Em
best of his knowledge.

"~ KWV chairman Lourens- ,Hoswﬁ. mma
the cooperative would welcome any inves--
tigation'and would give any mmwumﬂmwnm ,
which might be required.

KWV at first denied the allegations cﬁ
said last week that it would latinch its own
internal Eﬁmﬂ@&gg into Em mzmmmn .
ogumgm scam. %y 4t
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Wyndham Hartley

CAPE TOWN — An investiga-
tion by the Office for Serious
Economic Offences (OSEQ)
looms for the KWV co-operative
after a meeting of Parliament’s
agriculture, water affairs and
forestry committee yesterday.

A motion from the African
National Congress (ANC) be-
fore the committee asked for ap-
proval for a call to the office for
an investigation into the disclo-
sure that sparking wine was
marketed as champagne in the
early '90s by the KWV,

The committee decided it
would hold back its motion until
it had been established whether

R

P (e v

Economic offence

body may

investigate KW% giseclosure

police had reopened an investi-
gation of the allegations.

The resolution before the
cornmittee said the office should
investigate the matter because
of the enormous damage the al-
legations were doing to SA's im-
age abroad, to the wine industry
as a whole and to the tourism
industry in the Western Cape.

National Party MP Manie
Schoeman said police were in-
vestigating the allegations and
that the co-operative was co-op-

erating fully with them.

He said the alleged fraud
happened more than five years
ago when sanctions against SA
agricultural products were stil!
in place. He asked whether it
was the intention of the com-
mittee to investigate all sanec-
tions-busting activities.

Schoeman said sanctions-
busting had been necessary at
the time and referral of the mat-
ter to the OSEQ should not be

e -y YA LS

emptthep

elavpi BRI
e R R

Committee chairman. Haret
Love (ANC) said the seriotis-
ness of the allegations against
the KWV went fo the “heaxt’of
our international standing!ibe-
eause it was about fraud-afid
faking French champagne.

She said she could not.see
how these alleged actions by the
KWV eould have helped SA pfo-
ducers scll their products. <%

ANC MP Jonathan Atrendse
gaid it was not the committee’s
job to sit in judgment which-was
why there yus a recommenda-
tion for OSEO to zet to the bot-
tom of the matter. He said the
committee had to be cbridin
police were investigating - ™

SN




B Robyn Chalmers :
~ A MAJOR moﬁ.&. mouaum wﬂwu.mne was

. - launched near .Johannesburg’s city centre

yesterday by the Johannesburg Housing
Company as government’s social housing
policy begins to get under way.

Housing Minister Sankie Mthembi-
Mahanyele said yesterday the Jeppe Oval
_project in Jeppe was the first scheme where
government's institutional subsidies were
used to provide greenfields rental stock.

“This project is adding more than 240 .

new units to our housing stock, as well as
meeting needs for the provision of afford-
able, well-located and decent housing.”

She said that between December 1995
and last month, the housing department

‘| had reserved 2 228 institutional subsidies,

-

555 000 subsidies reserved overall.

There was strong interest in institution-
al subsidies coming from local authorities
who were looking to increase the amount of
affordable rental stock available from their
constituencies. ,

Gauteng housing and land affairs MEC
Dan Mofokeng said that the province was
paying close attention to the city centre and
was looking particularly at quality and
management.

“We are concerned about the standards
of products being delivered ... and we are
grappling with the management of housing
projects. Unless we have proper manage-
ment, housing stock will deteriorate and
payments hecome a problem,” he said.

The standards being prescribed by local
authorities for services were eating into the

%Hou. ect launched:
b 20(bI19F

fokengwaid the housing subsidy, Sga?&mm

- introduced in 1994, should be worthgtleast

wuwocckuoﬂmmnoﬁﬁmnmmﬁﬂm...?m
current R15 000. ¥ a.....v.w .
Mofokeng said continuing disputes be-
tween landlords and tenants in the inner
city had to be regulated, and the Residen-
tial Landlord Tenant Act would be imple-
mented by August 1897, _
Gauteng provincial and local authofities
had embarked on a number of projéctd‘to
improve the city centre, including the ifiner
city housing programme which compfised
of 1 400 units at a cost of R20m in subsidies
plus 600 transitional units involving!&8m

.insubsidies.

“There are seven institutional hdusding
projects in Johannesburg’s inner city; re-
presenting 1 061 housing units amountihg

‘ﬁEnr was less than 0,5% of the more than

- funds available for top structures, and Mo-

toR10,6m,” he said. "ty

Wyndhain Hartley

CAPE TOWN — An investiga-
tion' by the Office for Serious
Economic Offences (OSEQ)
looms for the KWV co-operative
after a meeting of Parliament’s
agriculture, water affairs and
forestry committee yesterday.
A motion from the African
.| National Congress (ANC) be-
.| fore the committee asked for ap-
proval for a call to the office for
an investigation into the disclo-
_gure that sparking wine was
marketed as champagne in the
early '90s hy the KWV.
The committee decided it
would hold back its motion until
it had been established whether

Economic offence body may
investigate Wﬁ@ disclosure

police had reopened an investi-
gation of the allegations.
The resolution before the

committee said the office should -

investigate the matter because
of the enormous damage the al-
legations were doing to SA’s im-

ageabroad, to the wine industry .

as a whole and to the tourism
industry in the Western Cape.
National Party MP Manie
Schoeman said police were in-
vestigating the allegations and
that the co-operative was co-op-

WINE
erating fully with them.

He said the alleged frand
happened more than five years
ago when sanctions against SA
agricultural products were still
in place. He asked whether it
was the intention of the com-
mittee to investigate all sane-
tions-busting activities.

Schoeman daid sanctions-
busting had been necessary at
the time and referral of the mat-
ter to the OSEO should not be

it - Y 1[4 L 3
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empt the police investigation~

Committee chairman. darfet
Love (ANC) said the seriogs-
ness of the allegations dgainst
the KWV went to the “heardof
our international standing;be-
cause it was about fraud-and
faking French champagné.

She said she could not.see
how these alleged actions.hy'the
KWV could have helped 8A pto-
ducers sell their products.--

ANC MP Jonathan Arendse
gaid it was not the committee’s
job to sit in judgment which-was

why there was a recommemda-- -

tion for OSEQ to get to thi: bot-

tom of the matiter. He said the

committee had to be céridin

police were investigating, ! ey
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Competition Board will

a
@

FROM Re NE‘ @
Cape Town — The Competition
Board has decided to broaden the
scope of its investigation into the
liquor industry to focus on KWV
and South African Breweries
(SAB), Pierre Brooks, the board’s
chairman, said on Friday,

Brooks said he planned to in-
vestigate the effects of KWV’s
plans to convert itself into a com-
pany. He would also focus on
shareholdings by KWV and SAB
in enterprises with which they
compete, SAB's distribution sys-
tem and “other related matters”.

The industry has been hit by
controversy recently, Derek
Hanekom, the agriculture minis-
ter, took legal action to prevent
KWV's move because he wanted
clarity on how it would affect the
wine industry and its assets,

Brooks said he also wanted to

AB to liquor swggf

et (M) %0

investigate an agreement be-
tween KWV and the Cape Wine
and Spirit Institute, which had
initially also opposed KWV's
moves to become a company.

SAB dominates the South
African beer market and has
been engaged in a war of words
with Namibian Breweries, which
has been making steady inroads
into the market.

Brooks said the apartheid-era
government had rejected certain
reforms the board recommended
for the liquor industry in the
1980s, and approved a corporate
structure that still existed today.

He said “political considera-
tions” probably influenced the
decisions taken at that time.

In 1995, the board decided to
investigate the industry again be-
cause of “developments ... which
require it to have a more specific
enterprise and issue focus”,




liquor [z laws ate changed..

T termis of the draft bi]l farmers will be alloved only to ;
;retaﬂ theéir own wines, ‘from grapes grown by them, and’.

o hen only on their own farms farms

“This means the potentlal dernise of local co-operatlves a1
asuch as Stellenbosch wirie route’s Vlottenberg, De Hélder- £

berg Llevland Simonsvlei, Koelenhof, and Ferste leer,
Welhngton s Bo-vlei, Drakenstein and others. . -«
“The draft billawill convert all emsting liquor 1 11cences
into extiusively ejthier manufacturing,. ‘wholesale or retail,
forcing businesses to reduce operations to a single type of
| licence, The bill has also seen a huge ontery byythe very
people it 1s designed to help — taverners and shebeenezs
[} See Pagie 5 o

“MANY, outiets on. '"esfamousmne-routemayhave‘ :
‘o close their doors _he’ public unless the proposed new: |-
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Wine farmers ‘not worried’ l@r c\rg S
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Samantha Sharpe@“\\\% ‘

CAPE TOWN —— Western Cape wine
farmers were not unduly worried about
unusually low rainfall last month, al-
though the 1997/98 crop’s future did
hinge on the weather in the next few
months, KWV manager extension ser-
vices Jan Booysen said yesterday.

July rainfall as measured at the
Stellenbosch Wine Institute was a
mere 30,4mm compared with the 30-
year long-term average of 120rom. Lev-

ell

Booysen said the wine growing ar-
eas had enjoyed sufficient cold weather
in April, May and June so as not to
wabraht.cofcern. “At the same timé, lo-
cal dams are .still very full — in fact
more than at the same fime last year.”

Problems could arise, though, if the
dry spell in July continued this month,
with the possibility of late frost also a
threat to the upcoming harvest. On the
harvest’s projected size, Booysen said
it was stillfar too early for estimates.
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Industrymaj go to court to extract data

Wine makers

challenge bill

eT(er) 101 )T

_ CHRISTO VOLSCHENK
. ECONOMICS EDTOR

Cape Town — The wine industry
may contest in the Constitutional.
- Court a decision by the depart-’
ment of trade and industry to
withhold the names of the par-
ties who supplied input and sub-
missions on which the draft
liquor bill was based. .
- The industry requestsd access
to all submissions made to the
department to allow it to prepare

a “considered response to the bill” .

and “engage in a proper discts-

gion with the department on the .

draft”, Andre Steyn, a representa-
tive of the Cape Wine and Spirits
Institute (CWSI), said yesterday.

The CWSI represents whole-
salers in the industry including
Douglas Green, Bellingham,
Gilbeys and Mooiuitsig. It asked
the department to decide by last
Friday whether to grant access to
all information. .

At a meeting between the
department and the Liquor Ini-
tiative Forum on Monday, depart-
ment officials told the wine in-

Tk
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dustry ifs request had been re-
fused on the grounds that the in-
‘puts were confidential. ‘

The forum on Monday met
‘Alec Erwin, the minister of trade
and industry, to clear up the sta-

_ tus of the forum's proposals for a
- new liquor law, which was

thrashed out ovex two years.
The proposals were presented
to government, but completely

" ignored in the draftliguor'bill. In

its place the draft bill contained

ideas which had never beén dis-

cussed in any forum or with the
trade unions, Steyn said. .

The industry was uncertain
about the status of the draft bill
after national department offi-
cials said it was adiscussion doc-
ument, while officials of some
provincial governments viewed
it as the government's formal
position on the issue, he said.

“The wine industry cannot
prepare a considered response
without knowing the status of the
document and on whose ideas it
was based. But we are going ahead
and will present our response on
September 4,” Steyn said.
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Samantha Sharpe .

CAPE TOWN — Wine co—o;ierative
KWV’s statutory powers had allowed it
to accumulate more than RB00m in as-
gets, to'which government might be en-
titled in. the event of the co-operative’s
planned %ﬁivatisation, it emerged in
the Capefligh Court yesterday.

The R800m. figure was one of the
findings of th@loﬁg—aWaitedWainerre-
port into the acquisition and applica-
tion of KWV's assets bein nsed as ev-
idence in the le al battle between the
co-operative. and ‘the agriculture min-
istry over KWV’s restructuring plans.

1t is the second guch report, the first
having, been discarded after it pro-
duced evidence which could*have sup-
ported KWV :

. Agriculture Minister Derek Hane-
kom alleged in court,;ifpers that KWV

i

assets derived from the exercise of its

. statitory powers could be used only for -

gublic purpoges and could not be re-
. f_ﬁaid';‘iiy members in terms of the re-
. hmit: guring plans.

o T} & argument was given weight by
"8 Wainer report, which said
benefited under; the Winie and Spirit

Control Act, in terms of which it was
responsible for the management of a
pooling mechanism making KWV the
' industry’s buyer oflast resort.

Thé ‘report’s investigation covered
KWWV’s financial records over & period
of more than 75 years.

“The pooling mechanism has con-
tributed substantially to KWV snet as-
set wealth. It has also contributed to
KWV's-viability and commercial sus-

‘been pogsible were it not for statutory

g privatisation jnitiatives. -

tainability, which .. iné.y Hot have

powers,” the reportsaid. & ‘
«The net asset value derived by
KWV from the pooling mechanism has
been computed as being at least
R803m in current value terms. This
benefit would not have arigen in the
absence of KWV’s statutory powers.”

While KWV had refused to provide
scertain  documents relating to its
financial affairs”, it appeared the co-
operative’s total value exceede
R1,5bn, based on its version of the fair
value of its investments, the report
gaid. However, alternative valuation
bases, including those "on earnings
models, indicated a value for KWV of
more than R1,8bn, it said.

KWV downplayed the Wainer re-
port, saying that the co-operative’s ori-

ing were contractual, not statuto
and that assets accrued under the pool-
ing mechanism belonged to members.
“What the respondent (the thinis-
ter)is contendingis that KWV is a pub-
Yic anthority exercising public power
and that the momney.you make belongs
tpthe state. T e e

. “Certain Provi sionrofAct 916f1981 -
make it clear, we submit, that the sha
has no control or say of any nature in
respect of the manner in which the
KWV deals withits profit;” it said.

Tt is not uncommon for govern-
ments to look with envy at successful
private enterprise and this is no excep-
fion ... (government) wishes to enrich
itself at the expense of the Cape wine
farmers without comp ensation.”

The matter continues today.
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State says .
it wants
R800m
from KWV
@ ~

51O VOI.SCHENK
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of KWV, the wine co-operative,
was just short of R2 billion, of
which R800 million belonged to
the state; the Cape high court
heard yesterday at the resump-
tion of KWV’s attempt to get
- gourt sanction to convert from a
co-operative to a public company.

The case was postponed in
April this year to give Derek
Hanekom, the agriculture minis-
“ter, time to file papers that ex-
plained his concerns about the
proposed convebsion.

In July Hanekom: filed a report
by Fishier Hoffman Sithole, the au-
diting firm, that alleged KWV had
acquired R80) million of its assets
because of the statutory powers it
had enjoyed as the regulator of
_the mdustry A5 such, th15 ‘money
was public property :

Yesterday the court heard that
. the government wanted R800 mil-
lion to be'paid to the state and riot

© {o:thie meniibers. of - KWV, KWV’s
gal team dismissed the claim,
git would amount to expro-
¢n' of assets by the state
hotit compens ation.
fficial claim Has yet been
1de Hanekom for‘the amount,
ording to sources, EWV:
ently ‘offered to’ ipay the state
R50'million for an outzoficourt
settlement which was reJected
R The Fisher Hoffman 'Sithole
port wagthe first attempt 46 put ;
a ﬁgure to the assets built up over
the’ years ander the so-called sur-
plus system which requlred KWV
to:market surplus wine abroad.
he:asget puildup in the 75
;KWVr got statitory
»1924 were “quantified
g"r ‘us complex multi-
b ‘arzaﬁl mputer models”, the '
K ‘:aud'tors said:= R AR

< KWV's legal team yesterday ,
spent the day in court building
the1‘r=argument ~that KWV was
. not:.dstate-owned: institution,
that its assets§ - Were not state-
owned and'that the calculatmn of
the R800 million was flawed. -




DENMISCAVERNEMS . . ...
Higs Coun REPORTER
Minister of Agriculture Derek
Haneckom is claiming
R800smillion from wine co-
operative KWV, which wants to

: convert to a company.

Mr Hanekom says the money .
represents assets the co-op accumu-
lated in its role as regulator of the
Wineand Spirits Control Act, the
Cape High Court has heard.

KWV is asking the court to sanc-
tion its conversion from a co-opera-

8/97 WINE
power ... h¢ moves irom that false
premise fo another - that once you
exercise public power, the money
you make belongs to the state.

“The state has quantified that in
the amount of R800-million. Until
the minister is satisfied that
Re00-million is secured, the conver-
sion cannot take place.”

Mr Ginsburg said the assets
required by KWV for the adminis-
tration of the Wine and Spirits Con-
frol Act “consist mainly of vehicles,
farniture and computers, with a
Book value of about R1,3-million”.

tivetoaconipany. . . Mr Justice D Chetty is on the

Philip Ginsbuirg, 8 _Bench, Mr Ginsburg and H Botha

saidyesterday M Hanekomm was ~* appear for KWV, and T Beckerling,

contend g,tHé[f‘»“KWV"iS apublic 'SC,andD Unterhalter appear for
; xerci the minjster.

ty.and eXercises public -
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Higk COURT REPORTER
il

The agriculture minister claims the
wine industry will be left unregulated
{f KWV is allowed to become a
company, the Cape High Court has
heard. . ‘ ‘
But Philip Ginsburg, counsel for KWV,
said, in response to the contention by
Derek Hanekom, that in its new formas a
company KWV would take on all the
“rights, assets and obligations” of its previ-

ous incarnation — including the regulation -

of the Wine and Spirits Control Act.

Mr Ginsburg was arguing in KWV’s
application for its conversion fo acompany
tobesanctioned.< -

The minister, who is opposing the appli-

of wine f
[a<]

ARG 2T 19
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cation, claims that R800-million of KWV's
assets belong to the state, as it acquired
them because of its statutory powers as
regulator of the wine industry. '

Legislation allowed the co-op to convert
to a company and all of its rights, assets
and obligations to pass to the new
company, said Mr Ginsburg.

Mr Ginsburg said the minister’s argu-
ment was that the relevant legislation
“does not contemplate the transfer of statu-
tory powers and regulations” from the co-
op to a company, “leaving the Wine and
Spirits Control Act unenforcable”.

The legislature could not have intended
the Wine and Spirits Control Actto“fall
down like a house of cards” if the conver-
sion was allowed. .

B0 Wels LIRS s
" %.Phe hearing continues.




AGRICULTURE Minister’s legal team puts case at hearing ‘

KW V misled members, court told
os(Bd 2o |x |93 CDWINE

CHRISTO VOLSCHENK
ECONOMICS EDITOR

Cape Town — Members of the
EWYV, the wine co-operative,
might have been misinformed
by the management and board
when they were asked to vote on
the conversion of the company
from a co-operative to a compa-
ny last year, the Cape High
Court heard yesterday.

This was thie thrust of the
argument preséfited by Agri-
culture Minister Derek
Hanekom’s legal team on the
second day of the hearing in
which the KWV geeks the ap-
proval of the court for its pro-
posed plan to restructure.

KWV's legal team told the
court on Monday that all the
rights and obligations of the

KWV would pass on to the new
KWV, leaving members in the
same position as before.

But yesterday advocate Theo
Beckerling, who appeared for
Hanekom, told the court “a
proper interpretation” of the
scheme suggested the new
KWV would not have the same
obligations towards its share-
holders as the existing eo-opera-
tive had towards its members.

“Wine farmers who are
members of the KWV would
lose their protected status,” he
said.

The new company would not
be obliged to buy wine from
wine farmers, neither would it
have to pay the statutory mini-
mum price.

The current arrangement
whereby wine could only be

bought and sold with a permit
would also fall away, allowing
wine farmers and wholesalers
to sell and buy wine to anyone
at any price, he said.

“The existing mechanism,
which is partly enshrined in
legislation and partly in the
statutes of the KWV, would
vanish. The members of the
KWV might have been misled
to believe that their positions
would be unchanged,” Becker-
ling said.

A senior official in the
KWV’s legal department said
the KWV disagreed with Beck-
erling’s interpretation of the
proposed scheme. The conse-
quences of the plan had been
properly explained to members.

The hearing is expected to
continue until Friday.




Somal fund may SO

CHRISTO VOLSCHENK
ECONOMICS EDITOR

Cape Town — A social fund for
the improvement of living con-
ditions of workers in the wine
Andustry was at the heart of an
aut-of-court solution being ne-
gotiated by KWV and the gov-
ernment, industry sources said
yesterday.

KWV, the wine co-operative,
has approached the Cape high
court to allow it to convert to a
company, but the government is
vehemently opposed to the plan.

Derek Hanekom, the agricul-
ture minister, said yesterday he
“would like a fand to be set up
which is co-managed by a num-
ber of stakeholders, including
the KWV and the government”,

A hearing to get the conver-
sion plan sanctioned by the
Cape high court was postponed
on Wednesday. KWV’s legal
team said it needed time to con-
sider its response to a sugges-
tion by the government’s legal
team that the members of KWV

(= =297
might have
been mis-
informed
about their
rights
under the
new dispen-
sation
when they
voted over-
wheiming-
ly in favour of the scheme last
year.

The parties are negofiating
the details of a so-talled social
fund, which is to be set up with
money injected by KWV over
the next five years. The money
for the trust would be skimmed
off KWV’s profits, and it would
not be necessary for KWV to
sell any of its assets.

A forensic audit by auditing
firm Fisher Hoffman Sithole
and commissioned by Hanekom
contended that about R800 mil-
lion of KWV’s assets of R1,8 hil-
lion had been acquired over the
decades thanks to the special
statutory powers the KWV

Derek Hanekom

WINE
recewe as the reguiator of the
wine industry in 1923,

Hanekom said yesterday the
government did not expect
KWV to pay the R800 million in
“state assets” over to it, but
wanted “a trust to be created for
the benefit of the industry”.

Sources said yesterday the
two sticking points in the nego-
tiations were how much KWV
must pay into the social! fund
and whether the government
and KWV should co-administer
the fund.

Informed sources put the
figure to be injected into the
fund by KWV between R200 mil-
lion and R400 million.

Hanekom said the money
could be used for a variety of
programmes to improve the
lives of wine industry workers.

It is believed social spending
priorities would be pensions,
housing, schooling, recreational
facilities and training facilities.
Inreturn the government would
give its blessing to KWV’s con-
version to a company.

o~
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- 6 News

The deal to cohvert the
from a co-operative to a public
company on December 2 has
been hailed as an historic
compromise by the co-op and
the Government.

Agriculture Minister Derek
Hanekom, who signed the agree-
ment at Paarl yesterday, said it
was an historical breakthrough
while KWV chairman Lourens
Jonker said a “win-win-win” situa-
tion had been reached.

Both acknowledged it had been
a hard and uphill battle to come to
an agreement after a High Court
battle in Cape Town. ‘

“No one is claiming victory

o?

degl
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Hanekom said. “Despite
apparently impossible differences,
both parties put the country first
and the agreement is a victory for
the wine industry as a whole.”

* In ternis of the agreement, a
new organisation will be estab-
lished through the medium of a
non-profit Wine Industry Trust,
whereby the wine industry will ,
under the authority of the minis-
ter, largely regulate and fund itself.

The trust will comprise all the
roleplayers in the indusiry, includ-
ing labour, and will not only
undertake the functions of the
KWV co-op, but will also invest in
such areas as:

i

L%g!ed by both sides

M Research and development.

& Export promotion.

# Social development projects,
training and upgrading of skills of
farmworkers.

B Facilitating the entry into the
industry of new players from for-
merly disadvantaged communi-
ties, as primary producers.

KWV will make a payment to
the trust estimated at R477-million
over 10 years, comprising total
annual subscriptions of R200-mil-
lion and contributions to financial
and running costs of R277-miltion.

The minister will assist in
acquisition of land for viniéulture
and other development. - Sapa

oot
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CAPE TOWN — Wine co-operative
KWWg privatisation plans will go
ahead following an out-of-court settle-
ment; with Teulture Minister Derek
Hanekom which will result in KWV
paying R477m to a new nonprofit com-
pany responsible for management of
the industry.

The pariies have been at logger-
heads over KWVs plans to restructure
into a private company, with the estab-
Yishment of the section 21 Wine Indus-
try Trust effectively smoothing the
conversion  process. Government
claimed in court papers that it was en-
titled, to certain assets KWV had ac-
cumulated as a statutory body.

Ip; terms of the -agreement,
will pay R477m to the trust over a 10-
yeanperipd, -of which R200m will be
ﬁ'om-;gnnuai gubscriptions and R277m

costs. With additional input from other
industry players. this js expected to
grow tomore thdn R500m.

" The ,agriculture. ministry will re-

ing plans and ag gistiin the Acquisition

|- -of appropriate la 1d for, viticulture and

otheér development purposes. ,

| - In-a joint statement yesterday, the
ministry: and KWV said the funds

would be used for research and advi-

sOry services, encourage training, sup-

promote the entry of new farmers and
other “various services ... especially to
the labour community on wine farms”.

The,trust would be managed by a
board. of directors representing inter-
estedéwine industry parties as deter-
} ekt . -

a contribution to financial and running

tract its opposition,to the. restructur- . ~don
- market, especially given the benefits of |,

port the wine industry’s export drive, -

ed by the minister and run by 2
professional manager and a small staff
complement ap ointed by the board.

KWV MD Willem Barnard said in-
dustry services already provided by
KWV and the SA Wine and Spirit Ex-
porters’ Association would be contract-
ed out by the trust on a tender basis
following a five-year transition period
during which KWV would continue to
manage the industry. This would pre-
vent duﬁlication of services. ' .

On the investigation by the Compe-
tition Board into , Barnard sai
this would probably form the basis of
the trade and industry minister’s plans
to restructure the Wine and Spirit Con-
trol Act. “Competitive positioning and

artial  industry stratification will

orm part of that exercise.” I

" He said KWV, while under no for-
mal obligation to do o, would use the
privatisation_process to fund ‘'expan-
gion intema_tionallfi;and would;not at-
tempt to compete. ocally — theé; possi-
bility of which had raised alarin among
local distributors. ¢

“The international markei#is far
more attractive than -the domestic

a weaker rand, and is such a huge
ket that our ability to 'win ‘market
ghare .at little additional ... pend is
verygop.d.” . : L

Hanckom said He was pleased with
the new development, as well as with
KWV’s contribution, and he wag-happy
to withdraw his opposition 1o - the
KWV’s conversion into a company,
which 1s scheduled for December 2.

“No single party is claiming victory;
jointly this is a eat victory for the
Wwine industry and for our country.”

4
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wealth that 20:5 beé transferred
to° Em EmEuB.m and ex-memthers -
om nﬁ KWV on conversion to a
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allocated bhased. on each mem-
‘her’s.contribution over the wmm,wm
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. Ing the same munber of shares
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Omum eoss buoﬁ 7 ccc menm-
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,Uoobnm system oﬁ:. the past
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mouoa In time,” wmgma said,
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Johannesburg ~ The Office for
Serious Economic Offences
{OSEO) has been called in to
investigate an international fake
champagne swindle allegedly
orchestrated by senior officials
within the Ko-Operatiewe
Wijnbouwers Vereeniging (RWV).

KWV, the national co-operative
which controls South Africa’s wine
industry, allegediy tried 1o sell thou-
sands of cases of its sparkling wine,
disguised as French champagne, in
the United States and Europe in the
early 1990s. S

Several senior staff have been
implicated in the scam and could be
tried for criminal charges of fraud
and could face civil litigation for mil-
lions of rands. ‘

Champagne is France’s most cov-

eted and protected trade mark. Real
champagne is produced exclusively
from grapes grown in the Champagne
distriet of north-eastern France.

Some of the fake champagne was
allegedly off-loaded on to the South
African market at a customs and
excise sale after a potential foreign
buyer had the produce tested and
could not determine that it was real
champagne. .

This week OSEQ spokesman advo-
cate Tommy Prins said that his office
had received an instruction from jus-

| Omar "Ol‘gers probe
- [3/97 o

tice minister Dullah Omar to investi-
gate the alleged swindle. ‘

~ “We confirm that an investigation
has been instituted in connection
with the allegations involving the
manufacture and sale of fake cham-
-pagne,” Mr Prinssaid. . o

. “When you start dealing in the
realm of fake champagne, you enter
into the realm of the Trade Marks Act
and the Crayfish Agreement.” -

- South Africa specifically under-
took to protect the integrity of French
wine in return for a guaranteed mar-
ket for crustaceans in 1935.

There have been suspicions of

. South African involvement in inter-

national champagne fraud since the
late 1980s.

-In 1991, three fraudsters were
arrested in Paris in connection witha
champagne scam involving opera-
tions in Cuba and South Afriea. -

One of the alleged culpriis was

stabbed before he could be brought to

.trial in a case which has never been
s solved. I S

" In 1993, South African police

seized 960 000 fake Moét & Chandon
labels which had been printed in Stel-
lenbosch and were awaiting ship-
ment to Panama.

After police investigated the 1383
case, the attorney-general’s office in
Cape Town declined to prosecute on
the grounds that there was insuffi-

" clent evidence.
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By JACKIE CAMERON

The Office for Serious Economic
Offences (OSEQ) has been called
in to investigale an international
fake champagne swindle allege-
diy orchestrated by senior offi-
cials of the Ko-dperatiewe Wijn-
bouwers Vereeniging.

KWV, the national eo-opera-
tive which controls Sonth Afri-
ca’s wine industry, allegedly
iried to sell thousands of cases
of its sparkling wine disguised
as French champagne in the
United States and Europe in the
early 1990s.

Several senior staff have
been implicated in the scam and
could be tried on criminal

=20
charges of fraud as well facin
civil litigation for millions of
rands. ‘

Champagne is Franee's most
coveied and protecied irade
mark. Real champagne is pro-
duced exclusively from grapes
grown in the Champagne district
of north-eastern France.

Some of the fake champagne
was allegedly offloaded on to the
local market at a customs and
excise sale, after a poiential for-
eign buyer had the produce test-
ed and could nol delermine
whether it was real champagne.

OSEQ spokesman advocale
Tommy Prins told the Saturday
Star this week that his office
had received an instruetion from

inister of Justice D Omar
to investigate the alleged swin-
dle. “We confirm that an investi-

" gation has been instituted in

connection wilh the allegations
involving the manufacture and
sale of fake champagne, and
anything else conneeted to this.
“When you starl dealing with
the realm of fake champagne,
you start entering into the realm
of the Trade Marks Act and the
Crayfish Agreement,” Prins
said. SA speeifically undertook
to protect the integrity of French
wine in reiurn for a guaranieed
market for crustaceans in 1935.
There have been suspieions
of South African involvement in
international champagne fraud

gince the late 1980s.

In 1991, three fraudsiers
were arrested in Paris in con-
nection with a fake champagne
seam involving operations in
Cuba and South Africa. One of
the alleged culprits was stabbed
pefore he could be brought fo
{rial, in a case which has never
been solved.

In 1993, South African police
geized 900000 fake Moél &
Chandon labels which had been
printed in Stellenbosch and
were awaiting shipment {o Pana-
ma. After police investigated this
case, the attorney-general’s
office in Cape Town declined to
prosecute on the grounds that
there was insufficieni evidence.
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SOUTH AFRICAN wmes can hit the high notesas well - 292
as the low notes, but.they can be better marketed over- - 2
seas without the bureaucratic bungles, says an expert
employed “to make South Afncan wines sing inthe o
United Kingdom”. .

" The Australian and Chilean wine industries, though ':3'
less likely to breed liquid gems, benefit from quality ' °
consistency and smooth logistics, says British Master of
Wine Ms Jane Hunt. i

Hunt is chief executive of Wines of South Africa,a Y
company founded by the SA Wine and Spirit Exporters -
Association to promote South Aftican wines in the UK.
She is iri the countfy to judge the annual Veritas Awards,

the local wine industry’s filter for excellence. N Y

South African wineries, says Hunt, are “tied up in ";' “,;
knots with their regulations and their committees.., ot ol
Criticism is rarely taken eonstructively, and there are ) ft E
too many meetings and too much bureaucracy”. » T 4

Nonetheless, from 1990 to 1996, wine exports from

| South Africa to the UK increased from 200000 casesa | “
" year to nearly four million. In 1996, 30% of exported R
South: African wines went to the UK, | o
This burgeoning market is precisely what concerns o
South African buyers who are begmmng to opt for v i
imports rather than endure steep prices on names they ™"
used to buy for next tonothing, - w3
- Bellingham winemaker Mr Charles Hopkins, whois "/

also ]udglng the Veritas Awards, said: “The demand for
SA wines overseas is intense. it's incredible. That's fun -
for us, but it may not be for the local consumer.” i
_ But Hopkins said he realised this trend rfight change. v
“If we're too arrogant and concentrate on the export  ~ "g
‘market, people here will turn their backs on us, and o
they're our bread and biitter. Eventually the demand for ¥
South African wines overseas will stabilise, and everyone {
will want to coine back into the local market.” e
Tasting for the Veritas Awards was wrapped up late - :;
last week by 42 wine experts, divided into specialist
panels, who tasted up to 80 wines a day. The results will

be announced on October 0. ?f],;i
. Producers can only enter wines with 200 cases of .
available stock, so South African wine lovers need not '*_,"

fear that the winnirig botties will be reserved for expott.
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%4 Cape Town — The rapid spiral in
: ":‘ South African wine prices over the
¥ past few years may be nearing an
end as foreign buyer demand
showed signs of slowing, local wine

buyers said at the Syfrets Cape In*
dependent Winemakers’ Guild Ane-
tion at the weekend.

The average price of a 12-bottle
case of wine climbed 10 percent
this year to R927 a case, or R77,25:2

bottle — a much smaller mcreas G

than last vear’s 147 percent rise tﬂ
R838 a case. ;

Mark: Norrish, the wine buye :

fofr? Shoprite Checkers, saidf
although prices were underpinned
by foreign buyer demand, a- ‘high 4

from local buyers.
“The auction, a showcase for a

. Wine inflation may be corked soon
gazjao\Q\

Richard Kelley, the British Mas-
ter of Wine, said earlier that the
end of the price rises may be in
sight.

“This cannot carry on forever,”
he said. “These prices are crazy.”

The auction attracted fewer
buyers than last year, although tele-

'phonic bids from Sweden, Hong
.Kong, Taiwan, Switzerland, Fin-
‘land and the US accounted for

40 percent of sales.
This was lower than the ratio of

. percentage of winning bids came& 4 sales at this year's Nederburg Auc-
) tiom,

where foreign buyers
< accounted for 47 percent of sales in

- handful of quality winé prodiicer®7 value terms despité a 30 percent in-
invited to join the guild, posted. crease inred wine prices.

record sales totalling R1,3 million
for 1 400 cases — significantly more

Johan Krige, the manager of
the guild, said the majority of

than last year, when 934 cases werey? international buyer demand came
sold. vl from Switzerland, The largest local

The highest price paid went tosd buyer was Macro, the chain store
Thelema Cabernet Sauvignon: group, which purchased R360 000 of
Reserve 1994 at R2000 a case, orii; wine.

R167 a bottle. Other producers?/

which achieved prices of over

This year's auction was the sec-
ond of a three-year, R210 000 spon-

" R1000 a case included Kanonkop,:t sorship commitment from Syfrets

L’ Avenir, Warrick, Rust en Vrede
and Morgenhof. = -

e

- N

directed at assisting the'¢ontinued

== growth of the Cape wine industry.
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Rescuing red: Altus le Roux, general manager of Boland Wine Cellars, with some

7 CAPE ARGU

S, WEDNESDAY, OCTOBER 15,1997

% HANNES THIART
of his stock

Industi’f)f' can’t keep (é%?ue

Starr RepoRTER

South Africa’s wine industry
cannot meet the national demand
for red wine, and some wineries are
beihg forced to import stock from
such countries as Chile, Argentina
and Spain.

Experts say the red wine shortage,
the result of farmers growing fewer red
than white wine prapes, has been a big .
headache for the wine industry for the
pastfewyears. -

Henry Hopkins, editor of the wine
industry magazine Wynboer, said some
wholesalers made no secret of the fact
that they were using imported wines to
bolster dwindling stocks of local red
wine. “This happens aboveboard. The
wholesalers specify the sources on the
labels,” he said, : :

The bulk imports are blended with
local wines before they are sold.

Andries Tromp, assistant director of
quality control in the Department of
Agriculture, said that as far as he knew’
none of this blended wine was re-
exported overseas.

‘He said there was, howevet;, a possi-.
bility this could happén in the future.

The current shortage of red wine is
affecting the price of white wine export-
ed, which is now not being sold at its
premium price.

"'“In Europe, our main market is for
red wine. If you want to make importers
buy white wine at a good price, you
have to include red in the deal,” said
Altus le Rousx, general manager of
Boland Wine Cellars.

! His Paarl.co-operative has been
making wine for five decades and
exports up to 25 % of its 14 million litres
produced annually. 77 'f” "

He said South Africa could no longer
give overseas importers what they

oty 16710047

wanted — 40 to 50% red and 50 to 60%
white wine. .

“Only 15 to 20% of the planted grapes
arered wine cultivars,”

That and the South African wine
industry’s under-developed marketing
strategy paved the way for foreign
importers to buy other so-called new
land wines, Mr Le Roux said.

Australia, selling quality wines
through effective marketing, was South
Africa’s No 1 competitor in the export
arena.

The surplus of white wine varieties
has historical roots. Before 1992, South
Africa’s wine was mostly sold national-
ly. Farmers produced mainly white
wine because that was what South
Africans preferred. )

After economic sanctions were lift-
ed, wine exports increased, mostly to
Europe, where a mix of both red and
white wine is in demand.

Red wine has generally experienced
an increase in demand throughout the
world, .

Mr Le Roux said Western Cape wine-
makers were currently improving their
competitiveness by balancing their mix

. of white and red grape crops.

Boland Wine Cellars’ red wine pro-
duction has increased 20% in the past
three years. “We motivate our farmers
to grow red wine by paying them good
prices,” Mr Le Roux'said.

He does not approve of the idea of
exporting South African wine blended
with Chilean or Argentine wine, saying
consumers could not be expected to
read labels carefully. “If it is imported
from South Africa, overseas consumers

will think it is 100% South African wine

and they will get the wrong impression
of the quality of our wine - especially if
you are talking about the bulk wine
used for the blend, which is usually of

mediocre quality,” he said.
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Cape Town The South African

wine industry was expected to
bolster its foothold in offshore
markets next year with KWV pre-
dicting export sdles to soar
45 percent to close to R1 billion,
Johanvan Zyl, the group manag-

‘er of strategic information at
- KWV, said yesterday,

He said exports were still

" growing strongly off a low base
" in 19%4. *We haven’t heen in ex-

-port markets that long, but we
° conservatively estimate sales
" growing to between R920 million

to Ro80 million this year”
. Export destinations are main-
Iy’ in ‘Europe, including strong

-markets in the UK, Germany,
- Denmark and other Scandina-

vian countries.

- “By the end of 1996 we had ex-
ported 11,1 million cases of wine,
which was our initial target for
2000.- We started off in 1994 with
only 5,6 million cases sold to

export markets,”

"He.s4did the latest forecast for
1997 sales compared to export
turnover in 1996 of. R682 million
and R450 million in 1995,

“We thought our successes in
international markets might just
be a honeymoon phase but these

" sales just keep growing stronger.”

- However, Van Zyl cautioned

. the total retail income from wine-

. South: African producers Yo;mar

‘more than R10 billion to the]

EWINE.

agamst a tendency for certainl

ket lowes: ‘quality wine in inter-
national markets.

“We have to establish a repu-
tation for good guality wines oth|
erwise we can expect a backlash|
against South African wines at
some stage.”

Other wine industry statistics]|
from an independent study re-
leased by KWV yesterday showed

based drinks at about R6 billion
and tourism to the Cape wine
lands at more than R1 billion,
The study also showed that]
the wine industry contributed

South African GDP and generat-
ed 215 820 jobs directly and in as-
sociated industries.

The KWV study was conduct-
ed over the past three months by
the Pretoria-based firm, Con-
ningarth Consultants.

According to the study, a total§
of 95 786 people are direetly
employed in the industry,

The primary grape-growing|
sector of the industry was re-
sponsible for R882,1 million inj
revenue a year, to which value is
added at various stages of pro-
duction to the amount of
R6,019 bhillion, seven times the
value of the basic raw material.

Tourism to the winelands gen-
erated an additional R1,302 billion.







CHEERS From left, Frans
 Stroebel, the managing direc-
for of Stellenbosch Farmers’
Winery, with Jeff Malherbe,
the chalrman  #or: sgNE Hi erment groups are at variops
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Cape Town — Thé new liquor bill
could unintentionally jeopardise
the implementation of black eco-
nomic empowerment projects
under way at Stellenbosch Farm-
ers’ Winery (SFW), the wine and

% spirit producer and wholesaler
Y warned yesterday

Jeff Malherbe, the chairman
of SFW, told an annual general
meeting in Stellenbosch that the
company was invelved in a
greenfield project in the Elgin
area with the aim of benefiting

| previously disadvantaged people

in the local community.
But the draft liquor bill, w1th
its prohibition on cross -holding

{ Dbetween the different categories
of liquor licences, could prevent

the implementation of such a
project and others,

“Qther similar projects in-
volving black economic empow-

ects

cern is that an unintended conse-
quence of the draft liquor bill
would be to prevent these pro-
jects from being implemented,”
said Malherbe. kY

He said that SFW stipported
the bill's aim of encouraging
new entrants into the industry
but that the making of top wines
required substantial financial
backing and technical expertise,
something SFW was providing

- through the Elgin project.

Malherbe said the most effi-
cient way to secur«il black partici-
pation in the lighor industry
could be on the retail side, by le-
gitimising unlicensed retailers,
such as shebeen owners and in-
formal liquor fraders.

This would protect them from
unfair competition and ensure
some control over the distribu-
tion of liquor,

O %usiness Watch, Page 16
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Accusations are that the winemaker

bailed out when pressure was off |

By lsaac Moledi

ALKS WHICH COULD have led to
" black consortium owning a
“substantial stake in KWV
B Inteinational have been aban-
donéd by The company, fuelling accu-
sations ‘thai the international wine
manufacturing giant had used blacks to-
resclve its %differences with govern- .
ment. ‘

‘Souices close to  Mnyama
Holdings, a conscrtium which has
been negotiating for a 20 percent share
in XWV, accused the company of
reneging -on iis initial promise of sell-
ing blacks.a -stake in the company
“now that their problems with the gov-
ernmerit have been resolved”.

KWV and the government had been
at loggetheads over the way KWV
wanted to restructure, but the problem
has since eased off,

KWV confirmed at the weekend
that Mnyama was one of the 12 black
empowerment groupings which the
company had been talking to in order
1o sell the 20 percent stake.

The initiative, KWV’s group direc-
tor fof" corporate affairs Theo Pegel
said, was-nowever abandoned after the
comipany entered into a new agreement
with the government to establish a

wine industry trust which would focus
on the development of the industry and

the empowerment of wine farmwork-

ers and other black stakeholders,

About R477 million is to be iiwest-
ed in this trust over a 10-year périod.

Pegel denied that his company had
used the. black consortium to solve
their differences with government.

Bui a source who has been.close to
the negotiating teams accused KWV of
betraying its -negotiations ~which
Mnyama believed were conducted “in
good faith and with serious intent™.

The source said: “This decision
appears {o have been taken by KWV
when it becarhe clear that another mat-
ter, which had been the focus of the
media for quite some time, was about
to be resolved.”

The source claimed that “we hon-
estly believed that the decision-makers
in KWV had undergone a remarkable
paradigm shift, which reflected the
spirit of transformation pervading the
new South Africa. -

“By once again pulling laager on
the aspirations of the previously disad-
vantaged constituency, KWV has clear-
ly demonstrated its mala fides, and so
manifested that the bilateral interactive
negotidtions were merely an exercise in
expediency on their part”.




Vine talk: winemaker Schalk Jotibert, left, and Anthonij Rupert in the Fredericksburg vineyards

ion boosts the wine indu
De Rothschild family heads the invasion of exp
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French flair is pouring into the Cape’s
wine industry as winemakers and
leading estates from France bring their
expertise and money to the Boland.

The new French invasion has strength-
ened the historic “French connection”
which began more than three centuries ago
when the Huguenots settled in the fertile
Franschhoek valley,

Coincidentally, the latest French wine
interests to arrive in the Cape have invested
in Franschhoek — in the form of the world-
famous De Rothschild family, which pro-
duces the prestigious Chatean Lafite Bor-
deaux blend. Cape billionaire Anton Rupert
was a longstanding friend of fellow billion-
aire Baron Edmund de Rothschild, who died
recently.

Before his death, the baron entereda
joint venture at the Fredericksburg Wine
Estate in Franschhoek owned by Dr
Rupert’s son Anthonij.

The De Rothschild family has bought
half the historic Fredericksburg Estate on
the slopes of the Simonsberg. Baron De
Rothchild’s interests in the estate will be
continued by his son Benjamin.

The estate is one of several farms owned
by the Rupert family in the vailey and under
the joint ownership, will produce three new
wines. The best of these wines will carry the
new R&R label and will be limited in produe-
tion to 25 000 cases.

The De Rothschild family owns a portion
of Chateau Lafite and Chateau Clarke in
Bordeaux.

ertise
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New venfure; Anthonij Rupert, left, and winemaker Schalk Joubert in the new winery

Schalk Joubert, Fredericksburg’s wine-
maker, said the French connection would
have a big impact on the valley and, indeed,
on winemaking in the Western Cape.

The running of the winery would still be
inlocal hands, but the financial implications
of the deal would contribute to the new win-
ery and cellar which should be ready for the
1998 harvest early next year. “In addition,
we will have greater French input on the
winemaking side as a result of mutual visits
by winemakers from France and South
Africa”

and investment

W INE

Mr Joubert said the input was more than
simply a business deal, as the De Rothschild
family visited the estate at least four times a
year and had also bought other nearby vine-
yards for future development:

Cape winemaster Alan Mullins said the
French influence was starting to take hold in
the Cape and that this latest development
was most welcome,

French interests have also invested in
Morgenhof wine estate in Stellenbosch anda
number of French winemakers have given
local wineries the benefit of their expertise.
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would have to.change amatical-
ly ini the next few years in the light
of its transformation from co-op-
erative to public company, group
MD 'Willem Barnard said yesﬂer-
- dayfAddressing staff on the day of
the\group s official conversion to a
cofipany, Barn ard said tha twhﬂe
KWV had been evolvm%lovér the-
past.two‘years “now is the time to
make those changes work”.; ; i
KWV would have to become in-
creasmgly competitive in its'new
roleas.a public company, with the
emphas:s on. increasing out
Thig : ‘would have to rise b
timés cuyrent levels, but ¥ ﬁhout
changmg existing cost strutures,
with, early, indications that’ this
was faasible, Barnard said.:s,
-'Group ' chairman - Lourens
- Jonlker said the aim was to eatab-
lish, KWV as a world class tompa-
ny: ‘manufacturing and supplying
quality products. “We have:iden-
txﬁgd tworoles ‘which hold the key
. to-our future as a company'—: oux
commerclal role and our role-mth-
| ininthe wine. community. 5ar
. iJonker said.three dlvmmns —
1 KWV SA, KWV Cellars anl
ﬂug - Services -— hadmbeen
: rmed durmg the group’s: inter-
"naI Qegtructuring this year;Each
W uj functionas a sepatate unit.
Tnternational, & separate
com Heny within the group, WO
handle a]l marketmg activities. -

KWV bossealls,

"_llu : H " - - - . .
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A range of new productis
and packaging weuld follow
the KWV’s conversion toa
company yesterday after 80
years as a co-operative, said
its managing director,
Willem Barnard.

He said at a celebratory
function at KWV head office in
Paarl vesterday that the com-
pany had repositioned its prod-
uect range and reprioritised
international markets.

“Onr portfolio has been

streamlined ... after careful
preparation for the interna-
tional game KWV will now be

plan for world

New pr'oducts mark c

T

‘uncorks battle

Nl”

mar
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orporate era

able to play often re-
Hihme  <Ourporgolio has g
and creatiy been streamlined ... ic institw
ity. on with ne-

He said K” " wlll nOw be gative con-
the KWV able tO play wu‘h notations,
was under and as a co-
no illusion moreﬂexlblllty operative it
that it was did not have
one of the the commer-

world’s smallest marketers of
wine and spirits, with the mar-
ket dominated by US and Aus-
tralian companies. “We are
keen to take them on.”

The KWV had been frustrat-
ed with its limitations as a co-
operative — in the international
market a co-operative was

cial freedom to go for new
international oppertunities.
Asacompany the KWV's
shareholders would be able to
invest directly into its for-
tunes, and it would also be able
to access foreign capital. How-
ever, there was no need cur-
rently to seek foreign capital.

ke

He said the KWV would
have to improve its product1v1—
ty four times, off the same cost
base as at present. But
retrenchments would be a last
resort.

The KWV has been restruc-
tured into three divisions, with
each operating as a separate
unit. KWV Group is the hold-
ing company, with its shares fo
be held by farmers and staff.
KWV Cellars will be involved
in processing and procuring
vine products, KWV Industry
Services will provide industry
information, certification and
inspection services to the wine
industry, and KWV will export
the group’s products.

st e i iy
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Wine producer Savan i%ﬂﬁkeé"'ifé' debut on JSE

Shareen Singh

CAPE wine producer Savanha
is to make its debut on the Jo-
hannesburg Stock Exchange to-
day with a market capitalisa-
tion of R40m.

The company, which was es-
tablished as a wine marketing
operation three years ago,
raised R10m through a private
placement of shares which was
fully subscribed.

Financial directorpm)Pete
Williams gaid the purpose of the
listing was to raise funds to in-
vest in technology and capital
expansgion, including  the
group’s right to exercise an op-
tion of increasing its stake in
the Berg & Brook Cellar near
Franschoek.

Williams said the listing
would give Savanha manage-
ment, employees and business
associates the opportunity to

alie equity in the company.

Savanha did not own large
vineyards, though it had two
small farms.

Specialist farmers provided
the grapes the company needed,
MD Graham Knox said.

“Thig gives us greater flexi-
bility — if something does not
work out we can change at no
cost,” Knoz said.

The company has engaged
the services of a viticulturist

1)
[Pk
!

b L t oy
and a wine consultant from the
French company Chatean
Moueix to improve the quality.
of its wines. o
A prelisting statement said

Savanha had posted net income .|

before taxation of R1,42m for
the yeartoJuly. N

It forecast after-tax eaming_é:
for the corresponding period
next year of R4,27m, based on
the assumption that exchange
rates wou.'itf not deteriorate.
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Shdreen Singh

WINE group KWV’s decision not
to make provision for black em-
powerment in terms of share own-
ership of the company which con-
verted from a co-operative last
week has raised eyebrows among
black business and union officials.
KWV and Land and Agricul-
ture Minister Derek - Hanekom
reached an out of court settlement
recently on assets, worth R800m,
. belonging to the state. In terms of
the deal, KWV is to pay R488m in-
to the wine industry over 10 years
and continue paﬁifng.into a trust
for the social upliftment of work-
"UéFs on'wine éstateyit owg,
KWV CEQ Willem Barnard
said that the decision not to bring
in black sharcholders was a com-
mercial one. “We have a huge debt
to lljay;,and at this.stage we do not
beligye we will be considered an
attrattive investment. If we have
to go to the market today we will

upsets KWY union

Ob 1014949

(3 )WINE
company was paying into a trust
whi(I:)h would assist black workers,
he said, o

Steven Goldblatt, an adviser to
Hanekom, said there was no pro-
vision in the agreement on black
equity participation as that was a
separate issue from the dispuie
around assets. He said KWV was
being “disingenuous in hiding be-
hind the out of court agreement —
either it wants a bona fide black
empowerment shareholder or it
does not”.

The Food and Allied Workers’
Union {(Fawu) has expressed dis-
satisfaction with the settlement
which it said was concluded with-

~~pitt-consultation with the union.

Fawu general secretary /Mandla
Gzanyana said the issué;pf black
ecoriomic upliftment was integral
to the restructuring of KWV

“We expected the issue of black
empowerment to be addressed,”

he said. Fawu would discuss the-

issue with Hanekom and KWV,
Gxanyanasaid.

be utiderselling,” he said. The




As exports soar

WHILE bottles of Cape Levant or
Roodeberg will grace many a Euro-
pean and American table this fes-
tive season, more and more South
Africans will be drinking Chilean,
Bulgarian or French wine with
their turkey.

Foreign demand for South
African wine has soared since the
end of apartheid and is now so
great that many varietles are sold
only abroad or are too pricey for
local consumers.

Importers have been quick to
move into the market to quench
South Africans’ thirst for new vari-
eties and affordable brands.

“The local market will have a
shortage for at least the next four
years -— there is still a big market to
tap,” said Mr Tienie Louw, director
of Tradex wine importers.

Mr Mike Froud, editor of South

SA

Africa’s
country’s top producers were sell-
ing more and rmore wine overseas.

South African wine exports rose
to 11,1 million cases in 1996, a 13-
foid increase since 1990, when
South Africa exported 855 000
cases. But Froud said it was a shame
that some wines were exclusively
exported and he no longer included
them in his magazine’s tastings.

“What's the point if we can't
purchase them?” he asked in a
tecent editorial.

Supermarket shelves in the
Cape wine-growing heartlands
look more like those in London or
New York, routinely stocking Euro-
pean or American varieties along-
side local tipples.

Froud said wines from Chile
were entering the country as serious
competitors on the price front, and

WINS

ne magazine, sald the

< 2
connoisseurs could now savour e
European and Australian wines,
unavailable during the trade embar-
go of the apartheid years.

South Africa ranks among the
world’s top wine-producers, chumn-
ing out around one billion litres a
year. But 80% of the crop is white
wine and the wosld wants South
African red.

“The red wine shortage will
remain with us in spite of price
increases and new planting,” satd
Louw, who imported 17 million
litres of low-priced Argentine red
wine this year,

“There was always a perception
that our wines were the best, but
that is being shot down now,” he
said.

Wine magazine says a good
South African cabernet can now
fetch more than R50, while some

ported wines

0 of the imported cabernets,
mainly from Bulgaria, Chile and
France, cost less.

Mr Tim James, writer for Wine
magazine, says even the most
ardent South African wine patriot
must test foreign wines.

Wine buffs say Chile, Australia
and the United States — the other
key producers of the light and fruity
“New World” wines which have
been challenging Europe's domi-
narnce — are more geared up for the
export market than South Africa.

Froud said producers. were
beginning to turn their attention
back to the Jocal market; if bnly to
protect their mternatlonal Iéputa—
tion. “You get forei gnerS‘here who
can’t find the wine theys cat; ,buy at
home and they ask ‘If it iSiriGt-estab-
lished in its own market then how
good is it?" ” he said. — Reuter
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