ﬁCVR\ CULTURE— 3-WINE
KEERS




Import duties on wine le
b Alilag

John D!udlu

GOVERNMENT’s move to introduce
duties on'a range of wine imports has
attracted’' a barrage of criticism and
anger from players in the industry.

Alex Dale, marketing and sales di-
rector at wine maker Longridge, said
yesterday the adjustments would “;)ar-
ticularly have a damaging effect” on
the upper end of the wine business.

The adjustments, announced this
week, would raise duties on premium
champagnes — such as Dom Perignon,
Krug and Cristal — by as much as
4 000% compared withlast year.

Imported wines would be affected
too: those used as a component of local
brands such as Tassenberg would be
taxed at 25% of free on board value,
while the deluxe market would be most

affected. [t was unclear how significant
the effect would be on prices.

Dale said the tariffs looked like a
“orotectionist and narrow-minded
measure” that would not raise signif-
icantrevenue.

“I% is ironic that the African Nation-
al Congress government is doing what
would be expected of the previous gov-
ernment,” he said.

The move meant that “we will see
less of the better wines”.

The trade and industry depart-
ment’s agro-processing directorate
gaid the revision was designed to “re-
place quantitative import control with
customs tariffs”.

The department’s written regponse
contained documents dating to Novem-
ber 1994, outlining the process leading
to the adjustment of tariffs. The re-
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a sour taste |

sponse intluded repfesentations from
certain industry players.

Government sources said the effect
on prices would not be as high as
feared.

The French trade commission ex-
pressed concern at the announcement
which would raise duties on French
champagne by at least 1 500%.

it said it was surprised by the de-
cision and had not been notified.

Like other industry watchers, the
commission was concerned by the ret-
rospective application of the adjust-
ments to January 1 which would affect
stock on its way to SA.

Echoing Dale’s concerns that the
amendments would affect “small-
volume, high-value items”, industry

Continued onPage 2
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Shse .
commentator ! usiness Day writer

Michael Fridjhon s2id the adjustments
“wquld”aﬁ‘ect the already b?lea ered
.niche” products. The upper end of the
industry, which would bear the brunt
of the duties, was already under pres-
suz;‘ti {rpm.thtg rand’s deva.ﬁmtion.

13 interesting that the amend-
ment does not affect beer imports. Thgs

.policy,” he said,
. ¥ 'I“:ged o8

. ta against SA Breweries has clonded

ita Judgment on tariffsfimport control
he duties meant the state was fur-

thering the protection of the Western

Cape wine industry, Fridjhon said.

. Other sources sajd there was al-
ready a shortage of wine imports in SA.
One said SA imported 2-million cases
of spirits, comg‘ared with about 6 000-
8 000 cases of champagne. T
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Red, red wine: the first grapes of the harvest are tipped into the crusher

Burned bunch: these grapes clearly show the effects of the

eatwave

Blistering heat followed by heavy
rains in some areas has caused
losses expected to run into
millions of rand for Western Cape
faxrmers.

Worstaffected have been the grape
farmers in the Swartland, where
soaring temperatures destroyed a
substantial percentage of crops.

Marius Boshoff, technical adviser
for the WPK Agriculture Co-op in
Malmesbury, estimates crop losses
could be as high as 25%, while some
farmers believe they have suffered
losses of up t0 50%.

“It’s stiil to early to assess the full

GCOWINE ARG 10 [1/98

Grapes on the bunch had burnt
and shrivelled.

Kobus Basson of the farm Slot, a
supplier of grapes to the Swartland
cellars, has suffered heavy losses, He
estimates crop losses of up to 50% in
some of his vineyards.

Mr Bassocn said the high tempera-
tures had also brought the harvest
forward and it was almost two weeks
earlier than last vear.

He said the grapes surviving the
heat were smaller and as a result had
a more intense flavour. Although
quantities would be lower, the quality
of wine is expected to be excellent.

Farmers are hoping for at least
10mm of rain to cool the ground and

extent of the dam- - bring some relief

age,” Mr Boshoff S to the vines.

said. Last weekend’s Early ripening
Marius EKEras- LI cultivars, espe-

mus, manager of .W&.n«w\. uw@%. Ns&&m cially the white

the Swartland Cel- had arrived grape varieties of

lars, said he expect- L chenin blanc and

-ed the quantity of Nh_wn@n\ﬂ.ﬁ@ﬁﬂ@&m.ﬁ ear. N.ﬁ chardonnay,

grapes brought to
the cellar to drop
by 10t015%.

“This will be a production loss of
200000 cases of wine,” he said.

Mr Erasmus said the situation had
been worsened by the fact that since
August last year, rainfall had been
poor and the vines in the Swartland
area did not have the usual amount of
foilage to shield the bunches of grapes
from the sun.

“The Malmesbury wine-growing
region has been particularly badly
hit because the vineyards are not
irrigated.”

He said those farms which had
irrigation had not been affected.

Farmers in the area said although
the latter part of January and the
month of February were normally
the hottest part of the year in the
Cape, last weekend’s searing heat had
arrived unexpectedly early and had
hit vineyards hard.

were hardest hit

by the heatwave.,

Last year, the
drought in the Swartland - thought to
be caused by the El Nino weather phe-
nomenon - also saw the poorest
wheat harvest in 40 years.

Ben Vyfer, who farms grapes,
ostriches and cattle in the Malmes-
bury area, said the heat of the past
week had been bad, but not as bad as
in 1966 when had farmers lost up to
75% of their grape harvest.

He had iost several young ostrich.
es in the searing heat. “Temperatures
were 43C in the shade,” he said.

Meanwhile in the Cederberg at
Dwarsrivier, heavy rain following
the earlier heat devastated vellow
cling peaches.

... Farmer Huibrecht Niewoudt said
the rain had caused the skin of peach-
es to go black.The unseasonal rain
had been a disaster for them, as thig
was their only crop at this time of
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GAUTENG education MEC Mm’Met-
calfe announced steps yesterday to im-
prove the quality of schooling as
schools reopened today, but said bud-
get constrmnts would am er the  pro-

vision of textbooks and statxonery Fseis

About 3 000 of the 5 000 tem orary
teachers whose contracts were allowed
to expire last year were likely to be re-
employed to ensure that “there is a
teacher in front of everf class by th
second week of the school year”, . -+

Among the steps to be taken in the‘ R

walke of last year’s 4,1% decline in the

Y pfo 2

taken in face of bi;idget
I(evm O'Grady /BD | 3 I | ’ qgm complef%}o'];:)fworkl‘ ‘

vf"-'

"m“p. X

cr131s'f

artmen ig
‘wou]d u.n ertake an’ ud1t of poorly
! perforniing secondary achools and con-

l‘_centrate on assisting them in deahng

'-:‘mththelrmostcntucalpmblems ;
o% A “teacher appraisal mstrumant”
s‘ovemment and whions | -

* velopment ' and
. l-),"largely responsible

Gauteng matric pass rate were mea- N

gures to improve the quality of teach-

ing and learning, teacher and pupil .-

dxsm line and teacher development,

ne of the most important steps”

would be the gazetting of regulations

listing serious and minor offences com- -

mitted by students with guidance for
appropriate disciplinary action. “The
mglementanon of this management

hgreed on by

‘to repart

last year would be introduced in a shift

away from the school inspector system

The absence of a system combining d

appraisal had

e for the downward

spiralling in the system”. ¢ . ~:&¢ 3
i The delf]artment would not hemtate

-digciplined teachers to the

SA Council of Educators or to follow its

- own internal disciplinary procedures.

. direct a greater proportion of
: to poorer schools, would be implement- } .‘

discipline tool has enormous po- :

tential in establishing the parameters

of acceptable behaiour in our schools.” -°

The regulations would be comple-
mented by 2 management guide for

principals, a framework code of con- -

duct for pu 319
tive school discipline for teachers, - .
The Gauteng education department
would take increased responsibility for
monitoring the quality of learnin g
l::e ing tabs on the continui
1L

8 and guidelines on effec- .
. plies to public s

ce, caverage of the sylla us and o

‘Although changes to
schools would not take effect this yeéar,
national funding policy, which would
funding |

ed from the beg'mmng of the 1999/2000
ui'ear This year, the depart-
mentwo d spend R173m on 59 major
new school-buﬂdmg l'Iu'o_]ecf;ts aswell as
extenswe repairs and renovations, ;%
+-Due to overexpend1ture this year,
main]y on teachers’ salaries, there

would be no funds for the replenish- |

ment of textbook supplies. The depart-
ment’s stationery tender — for sup-
ools other than for--
mer Model C schools, which still make

their own arrangements for textbgoks

—was delayed and cutby 70% gf “

L

e

e funding of-
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'J'I:ies thaw as Mandela
: heads for Moscowf

Stephen Laufer

; PRESIDENT Nelson Mandela lso.to

travel to Moscow soon am;d signs of a
' thaw in the “mini 1ce a.ge between SA
and Russia. | .

Russian Deputy Forelgn MJmst.er

Viktor Posuvalyuk and his SA counter- -

part Aziz Pahad met in Pretoria yes-
terday toiron out details of the trip.

+At a press conference in Pretona,
they wouldmot divulge the exact dates,
, saying only that the visit would be an-
| nounced officially in Moscow seven to
10 days in advance, as was the usual
practice. It is understood that the an-
nouncement is hkely to be made late

nextweek. R e
« Mandela is e pedted to spend three
to four days in Moscow, meeting Rus-

gian Pregident Boris -Yeltsin. The
.deputy chairman of Russia’s parlia-
ment, Arthur Chilingarov, said Man-
dela wouId be asked to speak before the
uma, or parliament, during his v1s1t

Yeftsm has been hohda{::
.renewed speculation about ealth
' a possible reason for the delay in an-
nouncmg Mandela s trip. ‘

.The “lce age” between Moscow and
Pretona the legacy of a turnaround
- in Russian policy towards the African
Nanonal Congress in the early 1990s

after the collapse of the Soviet Union
- has kept the Kremlin off Mandela’s
international itinerary since he- be-
came president. He is understood to
have particularly angered hy
 Yeltsin's warm support for former
pres:dentFW de Kler ‘
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Restaurateurs u"'

Shareen Slngh BD I 8

OWNERS of French restaurants in SA

taYres;smg the French government to

iate against new tariffs on 1mporb—
edwines. -

Germain Marqms from the Associ-
ation of French Restaurants, which
represents 14 restaurants in SA run by
French nationals, said the introduc-
tion of tariffs would regult in the Eu-
ropean market “redcting against SA”,

The association would meet French
embassy officials next week to discuss

u.“ }-«'a,‘r

lIl arm

the tariffs introduced last week. .
Jwines we-gell are really not in
competmon with SA wines. It is of a
aflletely different quality, whach a
markst is attracted to.” That
markét tm(ﬁht ghrink because the av-
erage middle-class person who “treats
himself now and again may not be able

to do that if it gets foo expensive”.

SA products would also suffer as
EuroPeans were likely to put “tax bar-
riers” onlocal wines. - .-

Other players in the mdustry have

. on premium

 over wme tarlffs'
measures to &ut ressure on “m

0 mincme the fariffs. Alex Dale,

WING

. marketing and sales director at wine-
maker Longridge, said they would
“particularly have a damaging effect”
on the upper end of the wine business.
The t looked like a “projectionist
and narrow-minded measure” that
would not raise significant revenue.
The adjustments would raise duties
pagnes -— such ag
Dom Perignon, Krug and Cristal — as

much as 4 000%.
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Rise in wine import tariffs will bring benefit to no

announced last week was as much
a shock to the industry asitwasto
the consumer., - T

The &mmn%mbgsm disclaimer
from the trade and industry de-
partment that importers were
aware tariff reform was on the

- Evidently 21 submissions wera
" received by the department; but
any claims to transparency in how
this decision was arrived at do not
" stand scrutiny: the hikes were
made without any published re-
" view of the evidence before the
Board on Tariffs and Trade,
The verbal explanation given
: — that these duties would replace
the country’s dependence on im-
port permits — was too glib to be
‘taken seriously.
In my own experience in the
¥wine business, permits have not

¥

.played a role in import contro]

-’gincethe 1980,
= This is hardly surprising, The
fall of the rand from the eady
+heights of 1984 has been 8o con-
siderable that this country has
.pever again matched the bottled
~Wine importations of the first half
“of that decade, In 1984 a hottle of
‘Dom Perignon retailed for about
“R30, Today it sells for R600,
: You do not have to be US Fed-
eral Reserve Board chairman
‘Alan Greenspan to work out that a
,WEEE%EM currency ig the best
form of import confrol for non-
essential commodities.
* Nevertheless, there has been a

o

stariff structure of the ing try. ...
Es:,% ugtr;

jor growth in wine imports in

ast two years, but in a par-

arly narrow pric
the market, With the
xports, producers at the
gh volume/low price end of the
market have been forced to source
bulk supplies of red ' wine for
blending into such well known

e segment of
boom in SA’s

The flavour may be right, but wine experts are still in the dark about why government has decided to increase

mz,._uoﬂnm::w, so drastically

brands as Tassenberg,
Indeed, it is no secret that al- )

most all SA standard and medi-
um-priced wines (in other words,
virtually everything sold in re-
furnable bottles, and bags-in-the-
box) contain a percentage of for-

e1gn wine,

The new tariffs will obviously

affect the retail price of this bread-
butter segment of the market
they cannot have been
ovide a level of pro-
ocal farmers whose
export business has been
e shortage in the

this been the cage

e cause of th

partment would also have been
obliged to slow the flow of import-
ed grape juice concentrate on
which the fruit juice industry has
become dependent (for the same

reason) since the Mandela-led |

wine export honanza.

The one segment of the indus-
try that has seen import permita
used to provide a measure of im-
port control has been Scotch
whisky. SA is one of the fop 10
unm.%ﬂmmm.m mmbwnmr»% quaamﬂma.
no stan e plummeting
rand. The effect of an ever weak.
ening currency has been partly
offset by a market swing from
standard brands to the cut-price
cheapies,

But duty hikes have actually
remained below increases in the
in-bond price of whisky over the

ast 15 years. In the mid-1980s,
uty represented more than 50%
of the wholesale price of a case of
branded Scotch; today it is less
than 25%. It is not surprising that
the substance of many of the in-

dustry’s submissions to the board .
following the 1994 announcement .

dealt with protection for the coun-
try’s grape farmers — mainly
against low-priced spirits imports,

Clearly, if tariffs are to be usad
to replace import permits, the
roaring trade in Scotch w] igky
should have been targeted long
before consideration was given to
an insignificant flow of fine wine,
Remarkably, however, the depart-
ment announced a decrease (ad-

... . /D) &Ei Bwines— OHH@
THE hike in imported wine tariffs Michael Fridjhon questions government’s reasons for the hike in imported wine tariffs and examinesthe - .
_effectonthe liquor industry.

mittedly marginal) in the duties of
Scotch at the same time as it put
in place the wﬂﬂadm tariffs on
wine, port and bubbly. )

At the best of times it is diffi-
cult to fathom the board’s motives.
Nevertheless, when champagne
imports account for fewer than
8 000 cases a year while whisky is
now well over the 2-million case
mark, the explanation that the
new duties replace other controls
is patently implausible. .

What we have in the tariff
structure announced last week is
an arrangement that profits no

- gne — except perhaps KWV

(whose wines are not officially sold
in the local market). Stellenbosch
Farmers’ Winery, the country’s
biggest wine producer, is also un-
doubtedly the country’s biggest

- wine importer and its low-priced

high volume brands are bound to
suffer from the board’s fiat.

At the top end of the market,
there are only a few importers who

have survived the meltdown of the

rand. A 25% ad valorem tariff may
thin out their numbers; it will cer-
tainly cost jobs,

Opportunities for customs
fraud will increase as currency re-
strictions are eased while the de-

artment, ever the Laurel and
wuﬁ.&ﬂ of government policy, will
find itself rehearsing the familiar
refrain: “Here’s another nice mess
you've got me into,”

O Fridjhon is an international

liguor consultant, Business Day's

wine columnist, and a shareholder

M«. the Reciprocal Wine Trading
ompany,
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Washington, DC — After the
wine * business was nearly
destroyed by US anti-apartheid
sanctions, South African wines
are beginning to flourish across
the US, vigorously migrating to
restaurant’s wine lists and
prominent on retail shelves.

New brands such as Spring-
bok and old classics like Groot
Constantia can be found in many
restaurants across the country,
and more choices are available at
grocery and hottle stores.

South African wines are
earning up to an 87 out of 100
rating from wine magazines -and
newspapers, and tasters in many
pubs and restaurants quickly
run out of Boschendal sauvi-
gnon blanc.

“We have been experimenting
by pouring the Boschendal by the
glass. It is one of our most popu-
lar sauvignon blanes,” said 2

restaurant manager-in Santa
Monica, outside Los Angeles.

Experts in California, where
80 percent of US wine makers are
based, said international trade
sanctions against South Africa,
among the sirictest ever imposed,
had practically destroyed the
country’s wine business.

The experts, restaurateurs
and liquor-store owners said that
soon after the lifting of US trade
restrictions in September 1991,
South African growers streamed
to California and Furope to learn
the latest in viticultural and
wine-making methods.

They returned home not only
with the knowledge to make
wines better suited to the world
market, but with money from for-
eign investors.

In 1990, Americans imported

855 000 cases of wines from South

Africa. The latest 1996 figures
from KWV International put the
figure at 11,1 million cases, earn-

e iy 7 |

menus
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ing the country $126 million in
foreign exchange.

Ken Omish, the managing
director of Cape Veniures —
which imported 155 000 cases of
wines from South Africa last
year, a 33 percent growth from
1096’s 120 000 cases — said Cape
wines were popular with Ameri-
can tourists and investors who
return home having fallen inlove
with South African wines.

“The biggest problem is that
unlike other countries such as
Australia, Chile, France, Italy
and Spain, which promote their
products across the US, there had
been no public relations effort by
South Africa,” Omish said.

“It is a pity because South
African wines have the potential
of phenomenal growth to chal-
lenge other countries and the
state of California’s 80 percent
dominance of the US market,”
said Omish. — Independent
Foreign Service

"y
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+Prices of some wines are
; ﬁwumﬁmn to riseé ‘after the
- Pepartment of Trade and
.@nnma slapped a 25% duty on

. imported wines last week.

_mmmmmﬂ% players, still reeling from
#he possible effects of the proposed
ew Liquor Act, by surprise.

Riaan Kruger, head of the Cape
ine and 8pirits Institute, a body

vholesalers and marketers, believed
.%m increase in costs would be direct-

1§ passed on to consumers.
« Mr Kruger said this would come
“gh-top.of the price rises that would
Fise’inevitably out of the restructur-
ing of the liguor industry in the pro-

“posed new Liquor Act.
. “Wegi(the CWSI) have calculated

that the new system will add 25% to
general prices,” he said

4 The move by the DTI has taken .

iat represents wine producers,

Such companies as Gilbeys, Stel-
lenbosch Farmers’ Winery, Shop-
rite, Woolworths and Makro, which
all import large quantities of wine,
are expected to be hit hardest by the
new import duties.

Some top-of-the-range cham-
pagnes could jump in price by hun-
dreds of rands, said Mr Kruger,
adding that the rise in duties would
also affect the middle and lower end
of the market, T

SFW, the country’s biggest wine

-producer, is also the biggest wine

importer, bringing in vast quanti-
ties of wine from such countries as
Chile and Argentina to make low-

priced, high-volume brands like

Tassenberg.

Retail giant Shoprite, an imporier
catering for a very price-sensitive
market, is also likely to feel the
pinch.

With a worldwide shortage.of'-

wine, SFW and Shoprite have both

come to rely on imports for thelower -

end of the market, while many South
African producers export their pre-
mium-guality wines to earn valuable
foreign exchange.

Woolworths has been importing
vast quantities of mid-range-quality
wines from such countries as Chile,
Hungary, Bulgaria and France to
improve the variety available to
customers. -

“The shortage of wine, particular-

-1y red wirie, has left us with no choice

but to impart,” Woolworths senior
wine buyer Ivan Oertle said.

“Iflation on red wine is already

unréalistic - in the region of 25% —
and this is only geing to exacerbate

thesituation.”

Pick 'n Pay, however, is unlikely

to be knocked as hard as its -

competitors. -
Dave Stewart, the store chain’s
senior wine buyer for the Western

" Cape, said imports represented less
“than 5% of Pick 'n Pay’s range of

wines.

R Y T RS P

uty pops cork on wine prices

onsumer likely to bear brun
e ‘ | AR 14)119

L of 25% incre

Gwine G

Tariff ike: Pick 'n Pay doesn’t see a problem but other retailers are worried . __ -
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THE co- operatmn between
‘SA: and the European Union (EU), .
resuume later this ‘month” amid
'worries over SA’s move to.intro-
| duée tariffs on 1mportedwmes )
" Government™ -recently = an- -
nounced plans to introduce tariffs
}E‘hﬁted champagnes and
wmes s was designed to move-
away fmm quantltatwe regtric--
tions in the- sector, accordmg to.
government

An EU official said yesterday.
Briissels was in favour of a/move
towards tariffs as the systém was.
more fransparent, bui he warned:
the final result should: not be more
probectlonmthe sector. . -

“We are-a bit concerned that it
(tariffs) - may aﬂ:glute the atmo-.
sphere of the t

He said while one item —— say
- the wine tariffs — might not have:
| & big-effect, 'a senes of . igsues.

: mJghthave anegatlve effect.-
"Henriétte” Kievit, a busmess
congiiltant - af, the Amsterdam _

Caonsulting Group, w#id there were:
sentiments_ in. Europe that “the-

. wine ‘tariffs’ were | mtroduced to..
put pressuré on the EU to open up-:
_its markets, notably in the farm
"sector. Another. source said SA -

1 would be asked to: expl the:

| moye towards tapﬁ's on win

s U
E‘U states wluch had strong ag-n,‘
culfurallobbies. ' " . PR
ahle Sibisi; newly appomted; o
chief director for foreign trade re-.-

department said ‘technical talks
wouId resumethis month to tackle
“trade liberalisation ahead of next
month’s ministerial meeting *
= :-f Trade Minister Alec Erwin'and: |
de Deus Pinhéiro, ‘the . po-
11t1cal heads of ‘the négotiations,
were due to meet in: m.ld-February
to review progiésson th thetalks.
The'EU -official said the EU’s
executive ' had' completed a de-
. tailed proposal on trade liberali-
gation. This would be presented.to,
‘the EU council’s group on Africato:
“chieck. if it is, w1t}un the; March

1996(EU)mandi1 ' q g
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- KWV waiting for state to take action

CHRISTO VOLSCHENK

Cape Town -- Slow progress in
setting up the Wine Industry
Trust for development in the
wine industry was threatening
to damage the cordial relations
between KWV and the govern-
mernt, industry sources said
yesterday.

The government and KWV,

which agreed to fund the trust

as part of the co-operative’s

“changetoa company, have been
on good terms since the signing
of an agreement on Septem-
ber 10.

Theo Pegel, KWV’s group di-
rector, said yesterday that to
date no money had flowed into
deve .opment hecause the gov-
ernme: t had not set up the trust
and KWV did not want to
fina: e development projects
before the trust had been set up.

In terms of the agreement,
KWV would pay membership
fees of R477 million in the next
10 years to the trust, estab-
lished. to develop the wine in-
dustry and promote the entry of
new farmers.

The department of agricul-
ture, whose task is to set up the
trust ‘had suggested that KWV

7pay for development projects

Vine trust’s
lelay sours
péu'tnershl

vwn\lE CT@;

R ao

even béfore the frus was lega]ly
in place, but KWV had refused on
the ground that it would be “tech-
nically impossible” and would
breach the agreement, Pegel said.

In terms of the agreement
Derek Hanekom, the agriculture
minister, would appoint the trust
directors and convince other
players in the industry to become
members.

At the time of the signing
Hanekom said “it was hoped the
state, wholesale trade, organised |
Iabour and community interests
would join KWV in the trust,
which could bring the funds
available for development to over
R500.million”. But four months
after the agreement was signed
the issue of membership is still
far from resolved.

Chris Blignaut, the deputy
director-general of agriculture,
said vesterday the department
had discussed the issue of mem-
bership with the Cape Wine and
Spirits Institute but “more talks
would be necessary”.

Blignaut said legislation to
govern the operation of the trust
still had to be drafted. . :

“Tt could still take some tlme]
to get the legal entity in place but b
the issue is getting our urgent atJ
tention,” he said.

e I ——— T




. sho

‘Govt’s tariff adjustments to ensure sustainable

THE recent adjustments by gov-
ernment of import tariffs over a
range of goods -—— poultry, wheat

and wheaten flour, and wine and

alcoholic beverages — were made
necessary by various factors.

In the past quantitative import
control was used to protect agri-
cultural and processed agricultur-
al products. Following the Mar-

.rakesh Agreément of 1994 and
" government’s new policy of phas-
ing out import control, it was de-
cided that where protection was
justified, it had to be in the form of
tariffs and these should never be
higher than the level determined
by the Mairakesh Agreement.
: In the first phase of introduc-
ing tariffs on agricultural prod-
ucts, more than 900 lines had to be
. investigated. Protection was rec-
ommended according to the gen-
eral :w&%&sm that customs duties
d result in domestic produc-
tion and consumption being more
" or less the same as was the sit-
uation under import control.
"~ The next-step is the develop-
. ment of customs tariff dispensa-
" tions for the different agricultural
* . industries which promote the op-
. timal development of the indus-
. tries. This acknowledges that sus-

Government recently came under fire from wine and wheat industries after announcing a range of tariff

adjustments. Themba Rubushe explains what prom

tainable growth requires improve-
ment of the international competi-
tiveness of, among others, agricul-
tural industries.

The position on the wheat and
wheat milling industry, wine and
alecholic beverage industry, and
the poultry industry relative to

deregulation and setting tariffs .

differs signifi ombﬁw.

O] Poultry. After the implementa-
tion of an amended tariff dispen-
sation with respect to ﬂvﬁg
meat and preparations thereof,
the 8A Poultry Association in July
1995 requested mwao_um&ob higher
than 27% ad valorem on certain
poultry cuts.

As a result, the trade and in-
dustry ministry asked the indus-
try to set up a forum to identify
factors making the industry un-
competitive and to develop strate-

er toimprove competitiveness.
The Poultry Foram -was thus
established in August 1995 to look
at the future of the poultry indus-

try and secure its long-term via-

bility by reducing costs through-
out the pipeline from producers to
consumers in order to contribute

- tofood security locally and greater
competitiveness of the domestic

poultry production generally.

The increase in duty on frozen
chicken cuts from 27% ad valorem
to 220c/kg came into effect on
September 18 last year to protect

the industry against imports of

abnormally low priced frozen cuts.
These were a <mu.mm~% affectin,
the local poultry industry an

-would, down the line, severely

prejudice the growth and develop-
ment of the industry.

Soon afterwards, the Board on
Tariffs and Trade was notified
that certain importers were in-
gtructing their suppliers to apply
minimum quantities of séasoning
to chicken portions in order to cir-

gies to address thiege factors in or-" “eumvent the payment of the high-
er duty applying to frozen chicken :

oﬁﬁm.awqu§mﬁ€ mwwmnmzm 8
processed poultry was also adjust-
ed to 220¢/kg on January 8 this
year to close the loophole.

mﬂma .w_u‘wm_w mﬂmnm.mmm

[ Wheat and wheaten flour,
anticipation of the deregulation of
the wheat industry, a tariff ad-
justment system was recommend-
ed during 1985. This recommen-
dation was based on the assump-
tion that statutory centrol of the
Wheat Board would be abolished
on November 1 1996 and thus the
new system would replace import
control and as a protective mea-
sure for the wheat industry. How-
ever, when it was decided to post-
Wobm by a year the existence of the

oard and statutory control over
the industry, the board recom-
mended a moratorium on apply-
ing the new system.

The moratorium was lifted in
October last year, a month before
the abolishment of all control.

On December 3 last year, the

" board was asked to recommend an

increase in the rate of duty accord-
ing to the approved system for ad-
justment in the customs duty on
wheat and wheaten flour.

The adjusted duty, published

" on January 9, is be/kg for wheat

Amvszm
In

and 50% ad valofem plus 5¢/kg for
wheaten flour, The system for de-
termining tariff protection for
these products was intended as a
temporary measure for the indus-
try to adjust to deregulation and
international competition.

On December 19 last year, the
board published its intention to
investigate and revise the tariff
gystem for wheat and wheaten

our and invited comments until
the end of January. The aim of the
probe is to arrive at a tariff dis-
pensation which will promote the
optimal development of the indus-
try in harmony with government’s
general economic objectives.
O Wine, Aleoholic Beverages. The
investigation into the tariff dis-
pensation regarding beverages,
spirits and vinegar io replace
quantitative import control with
tariffs started in 1994. During this
investigation, the considerable in-
teraction between various role
players, including the public sec-
tor, made it clear that they had
widely diverging views on the lev-
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f La ourer-’

s ong-estabhshed
4 and thriving wine indus- .

-ty yeached a milestone -

yesterday when? ' farm
labourers; from the Nel-
|- son Wine Estate af Paarl
_started . ‘making ; ywine

.from grapes .ZTOWIL - ont

“|"their’ own Ia.nd ‘n the

:estate oy =

. The laboute: sad-

: ed by. Mathems-Thabo,
‘said- they. planned, to in-

» | vite US Viee-Président
. Al Gore to-the lajmch’ of

'theu' )new labe- “

| 10! years:

L recogmtmn' of theu' help-
|-in; convertmg the farm

| thiving busmess Klein.
.| Begin' spokesman Anzill
Aoams said,
1+ “This bold ste to Y-
i Wa.rd labourers in'a con-
“gervative industry is the
| firstofits kind in SA’”
| Acams said a: large
: portmn of - Palamino

" |- vines.¢n "the: labourers
| piece:of land was.taken

out to' plant Carbernet |
and Pinotage cultivars.
The workers would use

I’} 'the ‘Nelson estate’s so-

phmtmated equlpment
and large imported oak
- | vats'in the cellar to pro- |.
-duce thelrwme ;
~ Red wines mlght also
be produced some time
‘in the future.
- -+The - Nelson. ‘estate |
won 'the SA Young Wine
Bhow’s champmn estate |
awardm 1996 .




* Richard Spoor

outh Africa’s multi-million
rand grape and wine in-
dustry is being threatened
by a newly discovered fun-
- gus, dubbed “black goo”, which may
: * have contaminated most of the coun-
try’s commercial vines.

The fungus, discovered by Emﬁ
pathologist Dr JH Strauss-Ferreira,

may account for losses of
up to 50% of new plantings
in the Orange River Valley.
and elsewhere since 1994

The fungus is also be-
lieved to have infected up
to50% of young vinestock
planted in California dur-
ing the past three years,
costing the industry there
an estimated $250-million,
says Strauss-Ferreira.

No figures are available
yet for potential damage in
South Africa, but growers
have confirmed that one
table-grape producer in the
QOrange River Valley has
lost 14 000 new vines out of
15000 —a loss 0f93%. The
accepted indusiry norm for
vinestock losses is 10%
and, at a price of up to R4
per vinestock, growers say
that industry-wide losses
could run into “hundreds
of millions™ of rands.

Vine growers, particu-
larly in the high-risk
Orange River Valley,
accuse nurseries and the
Wine Grape Improvement

* Association of providing

. inferior quality vinestocks
that are more susceptible

to black goo in an effort to ‘

meet increased demand.

rowers allege that
the association, .
which is the sole

supplier of rootstock, and
nurserymen have weak-
ened the plants by
aggressively stimulating
their growth with for-
tilisers in order to meet
the huge growth ir de-
mand for vinestocks.
Gawie Kriel, chair of
the association, has con-
firmed that demand has
increased from 34-million
to 50-million piants in less
than three vears, but
denied any sigr ificant drop
in quality. He cloes admit,
however, that the associa-
tion has supplied non- -grad-
ed or “special etiquette”
roctstock, which was not
quite up to the assoeia-
tion’s usual standards,
A nurseryman from

- Wellington, who did not

wish to be identified, has
confirmed that the graded
rootstock supplied by the
association wasn't of a sat-
isfactory standard and
that more than half the
plants grafted on to root-
stock supplied by the
association didn’t survive.
He says nurserymen
placed the responsibility
for the infected vinestock
squarely at the door of the
association but were too
scared to publicly criti-
cise their only legal sup-
plier of rootstock.
Kriel concedes that the
rapid growth in demand

——

1 was 53 mbﬂoﬁmwwm dzw said. that all

- the association’s members shovld take

wmmbouﬂcEq for the Iack of foresight, -

Hﬂ.oEQES the association was giv-
1 SH.EmH Eoﬁouo@ onthe m..m&am
and'p Fati

N ﬁmH.Em £ Em Plant Improvement Act,
) 1o mﬁ%ﬁm Emwbcmbq and diseasefree
v Emam were suppiied to the industiy.”

Its E.oaco_uos members and sole
suppliersof H..ocﬁm.ﬁoow are wine in-

bosch Farmers’ Winery and Dis- |
tillers. Kriel also says he does not -
accept that the rootstock supplied by
the association is responsiblefor the ;
high levels of vinestock ammmum _
Strauss-Ferreira, of 1 e Niet- |
voorbij Institute of Viticultiire and | _
Qenology in Stellenbosch, suspects -

— . _
dustry “big boys” — KWV, Stellen- |

T N
Cmadomims g

that the entire South Africantoot- .
stock is infected with black £00. ated for it — Pheaoacremonium.
— Strauss-Ferreira believes that the fun-
—— | egus, 8&@ _um Ebma if 45%8&% E.m

- @ w mn is costly andin :mm:,uommm manmm» .
~ _ _ 8 the meo&m %ochm Sﬁmmﬁo% :

The Emmmwm ] wmmucmmum clog ﬂu

Wwater-carrying vessels in vines wi

.a black goo that mqmwﬁmmﬁmﬁap

.off nourishment; ‘caysing‘a’dectific

in the'health of vines before killing - .

the plants if they are put under mb%..“ )
environmental stress. g _—

. Strauss-Ferreira says black ‘800,

. may make vines vulnerable to other

** diseases. Black goo is so unusual that -
* an entirely new genus has been‘cre-.




Louise n,oo_m .

WINE:sales to the UK — fepresent- -

ing 80% of all.SA-wine' exports -—
idropped 7% between' June  and

‘November Jagt year after previous:

uiyear-on-year increases of up to 38%,

+Huntsaid yesterday.'-

~Wines .of:SA: London directdr Jane

_..H...oumamm..wﬁbmm conference in Cape

C e
- R

--industry?,
- threat. ;- .-

In -a-keynote address:- w_ﬂ__ . ?.m :

_H‘,owqb“,. H.Hgﬁ&mamnﬁrmﬁ E&omw mum m,qm,&wpc‘., were highly ir j
- 'SA wine:industry changed dramiat- -the local wine.industry had the re-.
/7 sources and:were ‘therefore able to- .

~ically and set-up:“a suitably. re: .
" whole of the SA industry. In the UK,

.. sourced industry body to draw.up a’
-...workable strategy . -for the:-whole
wine exports were inder

*“Every Eobﬂw.p.. passed without di

rection :will. maKe :it progressively:
' more difficult for the SA wine indus-
+ -try to achieve its potential. The big

AFA

Rl

i

* -bring -about change,-but they, had
-+ failed significantly: to<¢aj :
the opportunities.”. ..+ 7
. “This failure will have long-teim
effects on their export competitive-
‘ness’and is:in.completé contrast to
=l -thelleading: rolesr.that- the - large
companies play-’in--Australia ‘and

flueritig] in -

_..mumw_mﬁm..m on . ,
© U775 ther unsuitable or unsuccessful. Tu--
creases in wine prices should reflect
n.mwh,.% and the numbet.

“:She said branded products Were
esséntial - for the success for the

well-éstablished SA hrands wereei-

increasesin g

* of grape varieties in SA should be
‘rationalised, she said. SRR

d wine exports”

an 2N G

“SA’s export success since 1994

ot to be seen as an 'unrepeat- -
able phenomenon. Industry cohe-
sion, commitment, speedy change
and hard work ‘combined with im-
proved. wine quality, will ensure |
this,”shesaid. ~ - o

. Hunt said SA wines were regard-
ed in‘the UK as good value for mon-
&y, a factor which, with the excep-
tion of France and Australia, put SA

ahead of all competition. <




WINE E:...ﬂ:#@/ﬁ/ﬁxlv,
RS AN
Price hikes

squeeze market

Producers warned, forgo domestic
consumers at your peril

The temptation for wine producers to
favour expott markets has left local con-
sumers short of superior reds, and paying
more for them all the time.

Even foreign markets are beginning to
kick against the latest price increases. “The
hefty increases western Cape producers of
better quality wines took last year have the
potential to damage their rapidly expanding
export market,” says Peter Lowe, a London
agent for SA wines.

He says good quality Cape wines “have
suddenly become popular overseas, largely
because of their relatively low price and
quality which is good and geiting better.
But we are reaching a stage where, to
benefit fully from their popularity, produc-
ers are increasing prices. They are doing it
too quickly. SA producers will soon close
the gap between their wines and Australian
and New Zealand wines which are just as
good but expensive.”

Walter Finlayson, MD of Glen Carlow

. i ]
Strong reds . . . oh for a draught of vintage

Vineyards, which produces Finlayson Pinot
Noir, says he increased its price by between
60% and 70% last year. “We felt our price
was far too low for a quality product. It was
rated the top pinot noir in 1996.

“Sales haven't been affected by the
higher price. If anything, they have im-
proved. We produce about 2 000 cases a
year and will increase this to 3 000 cases if
we get the right grapes. We grow our own
but buy about 25% from our neighbours.”

But Vaughan Johnson, who runs a wine
shop at the Victoria & Alfred Waterfront in
Cape Town, accuses producers of rushing
into exports at the cost of the local market.
“There is a shoriage of reds — we have
never been this short of good wine for the

domestic market before.”

Bergkelder marketing manager Naas
Erasmus says “producers had to take in-
creases {an average of 15%-20% in
Bergkelder's portfolio of red wines this
year) because of the increases in grape
prices. There is a shortage of red grapes
and winemakers are having to bid against
each other. The price of top quality red
grapes and that of pinotage grapes dqubled
between 1995 and 1997.” i

Bui Lowe warns producers to pay more
attention to the domestic market. “Create
minor shortages in the expori market, but
look after your home market. IU's your
bread and butter. The export market is a
fragile one.” David Pincus
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S@UTH Afnca mu (i 1lhor1 nd ape
and wine industry is being threatened
by a newly discovered fungus, dubbed
“black goo”, which may have contam-

inated most of the country’s, commer-.

cial vines.

The fungus, discovered by plant
pathologist Dr J H Strauss-Ferreira, may
account for losses of up to 50 percent of
new plantings in the Orange River Valley
and elsewhere since 1994,

The fungus is believed to have also
infected up to 50 percent of young vine-
stock planted in California over the last

three years, costing an estimated $250-

million, said Stravuss-Ferreira.

No figures are available yet for po-
teptial damage in South Africa, but grow-
ers have confirmed that one table-grape
producer in the OrangeRiver Valley had
lost£14:000 new vines out of 15000 —a
losstof 93 percent.

Growers say losses could run into

régate s SA wméu

“hundreds of millions" of rands round
the country.
Vine growers, particularly in the @,r-
ange River Valley, accuse nurseries aild
".the Wine Grape Improvement Assouip.-
tion of providing inferior quality vine-
stocks that are more susceptible ito
black goo because of the demand. 4!
Growers allege that the associatici,
which is the sole supplier of root-stock,
and nurserymen have weakened the
plants by aggressively stlmulating thélr
growth with fertilisers. i
Gawie Kriel, chairman of the assoti-
ation, confirmed that demand has
creased from 34-million to, 50-mllllbn
plants in just under three—years, but de—
nied any significant drop in quality. s»
He did, however, admit that the as—
sociation had supplied non-graded or
“special etiquette” - root-stock, ‘which
was “not quite up to the usual staqti
dards”. — Sapa : H
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LAND Affairs Minisier Derek Hanekom
and the Danish Prime Minister, Paul
Nyrup Rasmussen, will be present when
59 families take ownership of their new
farm, Fair Valley, on the Fairview estatein
Suid Agter-Paarl on Tuesday.

The workers will be making their own _

wine from grapes sold to them at cost by
Chaxles Back, their former employer and
owner of the Fairview Wine Estate, who
says the Fair Vailey label should be ready
for distribution by June. S
Proceeds from wine sales by Britain’s
0Oddbins Group and local outletsare to be
ploughed into & communal property as-
sociation run by the workeirs. =
“Many years ago I had the idea that
farm labourers should be allowed to own
and,” Back said yesterday. “Isee thisasa
oral obligation of the wine indus-
whole, becanse in the past there
»en measures in place that did not
eople to atquire land.””
e : “Back said pinotage grapes would be
e e R grown on 18 ha of land. Workers used
e Fair Valley efty Association, Attie Adams, their R15 000 grants from Land Affairs to
ot - Picture: AMBROSE PETERS  buy the land with some help from Back.

‘oasting an exciting future as wine prod
“Ainie Adolf .- -
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Cape Town — Stellenbosch
.Farmers’ Winery (SFW), the
‘wine and spirit producer and
_wholesaler; at-the weekend
-reported a 12 percent jump
in atiributable earnings fo

months to December 31.
The results were helped

he upper to medium
categories. -

-man of SFW, said: “Our qual-

.. products have performed
. particularly, well and ... we
"experienced an increased
- démand for our higher-
-hedivm-priced wines.”

" glass bottles from the Middle

. demand for alcoholic fruit
' cmﬁmmwm brands. ;

&

-R78,8 million for the six.
y good demand for wines in |
.. Jeff Malherbe, the %.,E. )

. ity alcoholic fruit heverage .

and -
* <~ The company bought .

" East to meet the strong local

was expected to continue for
the next few years. ,
“In order to maintain

‘consistent guality in some of
. our internationally known

ﬁmmmBmHWm, we imported red
wine,” Matherbe said.

- The wines were bought at

competitive prices on the

. international market with-

out increased costs to
CONSWIMETS.

Headline earnings a
share moved 12,8 percent
higher t0.55,6c, the interim
dividend (at 8¢ a share) was

hoisted 14,3 percent and -

turnover bounced 12,4 per-
cent to R1,26 billion.

The expected slowdown
in demand in the higher- -
: margin spirit market put a

lid on the interim resulfs,

Malherbe said. This segment

of the market, particularly

\

1ings 1

g NINE
Shortages on the red wing He brandy sector,

'side continued, a trend that

had seen
strong growth over the past
five years.

Malherbe was upbeat .

that twrnover growth would
be maintained in the second
half of the year but he said
long-term planning was
hampered by uncertainty
surrounding upcoming
changes to the Liquor Bill.

The government’s draft

liguor Eill, still under
discussion, prohibits cross-
holding between the differ-
ent categories of ligquor
licences. It proposes only
four categories of liguor reg-
istration — manufacture,
wholesale, retail and special
events. .

. One of the aims of the
bill is to ease the eniry of

-small businesses into the
industry by prompting.
_traditional players to unbun-

dle certain assets. -

2% on

demand for
_LT(0R)29]2 98

good

R - Molherbe, the chair-
B - rnan of Stellenbosch
Farmers’ Winery

* dent that turnover.
. growth would be .
M maintained, but he
said long-ferin plan--
* . ning was hampered
. by uncertainty sur-

-changes to the liguor
- bill. The bill pro-
hibits crossholding: -

categories of liguor -

nse theentry of -

) < the industry

4

between the different ..

i

rounding upcoming * |

icences and aimsto. -

S

small businesses:into-.

PHOTC: ANDREVY BROWNY - |
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CHRISTO VOLSCHENK

Cape Town — After wine exports “

to the UK grew 38 percent in 1995
and 30 percent in 1996 they un-
expectedly dropped 7 percent in
volume terms in the second half

of last year, said Jane Hunt, the .

director of Wines of South Africa
in London.

Wines of South Africa, which
is based in London, is an export
promotion agency. The company
has more than 100 local produc-
ers as members,

Speaking at a conference
organised by Longridge Winery,
an exporter, in response to the
drop in wine exports to the UK,
Hunt suggested the phasing out
of the government’s general ex-
port incentive scheme had a lot to
do with the drop.

ine exports to UK drop
R 24 3|98 cEyownes

Unreliable supply was anoth-
er major reason for the drop in
exports, she said,

“When government assis-
tance dried up, producers in-
creased their prices to maintain
their profit margins,” Hunt said.

“Quality did not lift with the
prices and consequently British
consumers turned their backs on
South African wines.”

She said the rot in exports
could be stopped by concentrat-
ing the marketing effort at the top
end of the British marlket.

“We should export more top
quality wines.

“Currently, South Africahasa
fair share of the lower and mid-
dle price markets, wheré con-
sumers have little loyalty to
brands and producing coun-
tries,” Hunt said.

bzg 7 %
“In the high price mat’g
consumers are far more loyal and
that is where South African
producers should aim.”

Hunt said the wine industry
needed a clear strategy and a
“suitably resourced, independent
body” to regulate the indusiry
and drive the export effort.

About 60 percent of all South
African wine exports go to the
UK, the single biggest buyer of
South African wines.

Alex Dale, the export director
of Longridge Winery, said overall
wine exports were still growing,
with new markets constantly
being added to traditional
markets.

“It is cause for concern when
our biggest market suddenly
takes a dip at a time when more
growth was expected,” Dale said.
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Wine _m:m rmb%m oéio farm workers

¢

ONCE ATOOL for oc::o_%m the umcccﬁ force on Westemn
Cape farms, wine is to be the emancipator of 59 farm fami-
lies at _umm: 1x_mn=._.> SINGH _‘muo_,a .

arm workers at Fair Valley will

work harder this year than ever
before. Only now it will be as
landowners and future wine makers.
" The 59 families, who worked on
the Fairview Wine Estate for Mr
Charles Back, were over the moon
last year when they heard he was
going to give them their own _ﬂ.ﬁ
Samﬁ_ow and roo

There has Esmt Deen joy Ea
happiness in Fairview, the workers
say, but now when 53« wake in
the morning to go to work there is
renewed excitement among them,

The land into which they will
put down their roots has been
renamed Fair Valley, because of the
fair chance they were given to start a
new life, said Mr Attie Adams, who
has worked at Fairview for 19 years.

“1 feel very happy about our
getting land. [ have three children,
and now at least [ know I can leave
a legacy behind for them, without
their having to struggle the way [
did,” Adams said.

Mr fohan du Preez m%.m& with
Adams. “I have worked here for
eight years, and it is a great plea-
sure to get our own ground. It is
also a good future for our chil-
dren,” hesaid.

The “land dream” was made
possible by a share equity agree-
ment reached with the Depart-
ment of Land Affairs and Back_

The 17,4 hectares were formal-
ly handed over at the Fairview
Estate yesterday in the presence of
Back, Land Affairs Minister Mr
Derek Hanekom and visiting Dan-
ish Prime Minister Mr Poul Nyrup

Hz the 5«5 heartland of Paatl,
fi

Rasmussen,

Hanekorn said the Fair Sm_mw
project was of historic significance
because it gave farm workers entry
into an industry that had for cen-
turies been largely white owned.

Wine, which had been a tool
for controlling the workforce in the
wine industry, had now been
transferred into the hands of farm
workers for the first time and Fair
Valley therefore had the potential
to emancipate farm workers eco-
nomically, Hanekorn said.

~ “I'want Fair Valley to be an
inspiration to other fanmers in the
district and the est of the conntry,
to prompt them to share the land
with their workers. No one else
knows the land better than they
{the workers) do,” Hanekom said.

Land Affairs provincial director
Mr Terence Fife sald the opportuni-
ty to own land allowed the full
potential of the farm workers and
their children to be developed. It
was also an attempt to reverse the
conditions of poverty imposed on
them by apartheid.

The Fair Valley project had the
full support of the Iand reform pro-
grammes cof the DLA because this
new co-operation would cement
the rights contained in the Consti-
tution and opened new vistas in
the relationship of farmers and
workers, Fife said.

Back agreed to contribute
R200 000 — half the purchase price
of the land — and the DLA will
cover the rest of the transaction.

Back will also contribute the
free use of agricultural implements
and the sale of high-quality wine

WINE FROM OUR LAND: Awie Adolph shows Danish Prime Minister Poul Nyrup Rasmussen how to press the grapes for s.smémxsm

grapes 1o the workers at cost,

He will also allow them the free
use of the wine cellars at Fairview
and, in partnership with them,
convert the existing farm worker
housing into holiday accommoda-
tion for tourists.

The proceeds of the holiday cot-

tages will be used by the Fair Valley
Communal Property Assoclation
to build the families houses on
their own land.

Women will for the first time
have a stake in the property.
Households headed by women will
have independent access to land

and housing benefits.

Fife said the short-term objec-
tive of the profect would be to bot-
tle and market wine produced
entirely by farm workers under
their own label, using the Land
Acquisition Grant of the DLA.

As the government delegation

. wound down their BE of Fairview, *

[

PICTURE: BENNY GOOL w
wine maker Mr Awie Adolph reflect- ¥
ed on his plans and said he 8:5
not wait to work his fand and pro- !
duce his first bottle of wine. q
“Then all you must come back -

and taste the best wine you will -
ever have,” he said. -

(e



| timated $250m, Strauss-Ferreira said.
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| NELSPRUIT — 8A's multimillion-
rand grape and wine industry is being -
threatened by a newly discovered fun-
_ mwm. dubbed “black goo”, which may
ve contaminated most of the coun-
try’'s commercial vines, African Eye -
Zo%m Service reports. ab ,
e fungus, discovered by
pathologist JH Strauss-Ferreira, may ™
mm“noﬂ.ﬂﬂm for wonm%mﬂuwm up to wmoms Mw %Hoﬂ.,.,
plan; 8 In the iver - ey
muﬁ_w_mmﬂwﬂw mﬁwowﬁm.a entlyal
e myste: apparently also
infected up gu.mo@..u of young vine-stock
planted in'California during the past_
three years, costing the industry an es-"

~No figures are available for poten-
- tial damage in SA; butsgrowers have .
-confirmed that one table-grape produc-
er in the Orange River Valley has lost: .
" about 14 000 new vines out of 15 000 —

lack goo™ virus th

-s.massive loss of 93%.

SA plant v j

: wm_.mcu guality vine-stocka

by
gro

7

The accepted industry norm for

- vine-stock losses is 10% and, at a price

of up to R4 per vine-stock, growers say

- that industry-wide losses could run in-
- to“bundreds of millions” of rands.
articularly in the .
: However, a nurseryman from

Vine growers,
high risk Orange River Valiey, accuse
nurseries and the Wine Grape Im-

rovement Association of providing in.

susceptible to the black goo, in a bid to
meet increased demand since 1994,
' Growers allege that the association,

- which is the sole memnmmu of rootstock,

ened the plants
aggressively - stimylating  theijr

with fertilisers in order to meet
the'huge growth.in demand for vine-

and‘nurserymen we:

- gtocks.

" Gawie Kriel, chairman of the asso-

ciation, confirmed that demand has in- _

Asps

% He does admit that
i-has supplied nongraded or special .
- etiquette’ rootstock, which were not up

t are more -

grapeand,

creased from 34 to 50-million p!
' :less than three-years, but denied any
" significant drop 1n quality. -

. assgociation

stothe segociation’s standards.

. Wellington, who did not went to Be
.--identified, confirmed that the graded

was not of a satisfactory standard and
well over half the plants grafted onto

rootatock supplied by the associgtion -

rootstock supplied by the agsociation

_ didnot survive.

conceded .._&mn” the .u.muE

(NS

- bers, who include nurserymen and
farmers, should talke responsibility for
thelack of foresight.

Ironically, the association was given

.o_
muom.mu anmﬁmbowgm&umﬁm,
. but said that all the association’s mem- -

CamOn

. uuﬂwmm%mcu of plant material in terms
of the Plant Improvement Act — to en-
sure that high quelity and disease free
plants were supplied to the industry.

" Kriel said he did not accept that the
rootstock au; mmmm by the association

- was responsible for the high levels of
vine-stock deaths. “Any number of fac-

. tors could be responsible,” he said.
Strauss-Ferreira, - however, sus-
‘pects that the entire SA rootstock is in-

ected with the black goo.

.- He mmw‘w black goo may make vines
; vulnerable to other diseases such as
t the 2000-year-old Roman disease, Es-

ca, better known as black measles.
He says effective measures to con-
- trol the scourge are some way off as not
much is kngwn about the fungus’s ori-

- gins, severity, spread or transmission

.

mechanisms.




" bly was later'sold at a Customs auc-
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bubbly g
wasl-wnmnss WINE

Manpowar shortages at the
Office for Serious Economic’
Offences are hampering the
investigation into a fake bubbly
scandal at KWV which Iut the
head]mes last year.

. Tt was alleged that KWV had tried
to sell thousands of cases of
sparklmg wine disguised as French

Europe in the éarly 1990s. The bub-

tion after it was turned away from
the Uniited States,

Tommy Prins, head of the Office
for. Serious Economic Offences
(OSEO), said he was “extremely con-
cerned” at the brogress of thé inves-
tigation which had been hampered
by seriousstaff shortages.

He was reluctant to place a time-
frame on when the investigation
would be concluded




new owners pick fi
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rst grapes for their own wine

NATALIE KAMMIES

STARF REPORTER

After 19 years as a worker on
Fairview wine estate, Attie
Adams will at last get the
chance to harvest a wine crop of
his own.

Mr Adams is one of 59 workers
employed at Fairview, near Paarl,
who have bought 18 hectares of land
next to the farm to build homes and
plant their own grapes.

The workers will call their new
farm “Fair Valley”. The project was
made possible with the help of the
Department of Land Affairs and
Fairview owner Charles Back.

At a harvest ceremony yester-
day, workers picked the first grapes
for their wine.

ol it g o ey

Drop of cheer: Derek Hanekom about to savour the juice pressed by Danish Primé' Minister Poul Nyrup Rasmussen at Fairview

. [
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Mr Back helped them buy the
land by contributing R200 000 to the
purchase price of R400 000, and the
department provided each worker
with a R15000 subsidy.

Mr Back will allow the workers
the use of his wine cellars and tools
free of charge.

In the meantime, the workers
will buy grapes from Mr Back at
cost to make wine which they will
bottle and sell under their own
label, The proceeds will go towards
the building of their houses and
growing their own crop.

In terms of an agreement
between Mr Back and the workers,
existing workers’ houses will be
converted into tourist accommoda-
tion, with the proceeds going
towards the new farm.

Yesterday’s ceremony was
attended by Land Affairs Minister
Derek Hanekom and Danish Prime
Minister Poul Nyrup-Rasmussen.

Mr Hanekom said the project
was an exampie of the Government,
private sector and disadvantaged
workers working together. Mr Back
gaid: “ feel excited and very happy
that all the workers are so commit-
ted to the project.™

For Mr Adams, chairman of the
Rair Valley Communal Property
Association, elected by the workers
to steer them in the project. itisa
dream come true.

“I'm so happy. My forefathers
never had the opportunity to own
their own land, but I'm glad that we
can now pick the fruits of their
labour.”
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| The new Wine Industry Trust,
{which is to be established under '
|"the landmark agreement

“between the Government and the

"KWV, should be in place by the

Agriculiure.

" end of April, according to
‘Herman Rademeyer, a legal
advisor to the Department of

~ In terms of the agreement
reached in September, the KWV will

| contribute R480 million to the cre-

~tion of a trust to be established for

| the benefit of the wine industry and,

its mEE@mm.m.
The agreement was reached after
a Eﬁu.moﬁma battle between Agricul-

" reiterated that
_ there was no fric-

" department and the KWV over.the
“delay in establishing the trust,

operation by A

.,.u:&é&& EE&_ to see draft i

ture Minister
Derck Hanekom ~
and KWV over
the co-operative
wanting to con-
vert into a compa-
uy.
Mr Rademeyer

tion between the

although “there has-been some frus-
tration expressed by people who will
benefit from the trust”.

. Mr Rademeyer said a draft trust -
deed, which Wag presen
department and the KWV by a pri-
vate legal firm two weeks ago, was

i

ed tothe ™

.now heing consld-
ered by the two
parties. ’

, He said the
draft document
would be circulat-

. ed to “interested

had yet to be
determined -
once the KWV

and the departrhent were happy with

jtsform.

- “Those who will be contributing
io the trust will be the first o see it ..
but nobody else has been consulted
yet,” Mr Rademeyer said.

" - He expected the draft document.

would have been circulated before

the parliamentary portfolio commit-

=7
st

- dee ,,
ARG ]

parties” - these

2/98
tee on Agriculture, water affairs and
forestry meets on February 25 to dis-
cuss the Wine and Spirit Control
Amendment Bill
This bill must be in place before
the trust canbe established.
" Mr Rademeyer said the hill would
go before Parliament orL March10.
it would then go bhefore the

.Zmﬂowmm Council of Provinces for.

" finalapproval in April. . .
The trust would, however, hot
openfor business jmmediately after
- it had been established as the Minis-

ter of Agriculture would still haveto |

_appointthe trustees.

Mr Rademeyer said “it would
.take some time”, probably about two
“months to identify‘and appoint

trustees.




i that our negotxatlons w1th SFW'"
still on”. :

The source accused Maluti chiair-

. MK Malefane (whom the source
% flaifhed was initially part of the
Morena negotiating team with SFW)
gomg behmd our back to conclude

s

“of<a@ new grape farmmgnventure : :
"This initiative will, for thie first time * "““But as far as we are concerncd we
in the country’s wine mdustxy, glve : a.re involved in negotlatlons with SFW.
black liquor retailers a stake ‘in wme: A launch without us is unacceptable.”
production. ‘ Malefane said Morena members

The announcement is scheduled for  declined hiy invitation to join Maluti in

Cape Town and is a jgln vei . Jorder to be part of the deal with SFW.

between SFW, its cmployee “However, the doors are still open for
community in the Wesfem dpe m 1o join,us,” he said.

- sented by a trust and a bIack’cgns y "‘of ¢orporate affalrs and i

" tiumn called Maluti Foods &. Bevemges dre Steyn said the s1gmn0*
However, Morena, , nvestinénts, 5.~ would go: ahead tomorrow but his wine
another black’ sgonsc ," i _»productioit “company will continue
- claims to have bé’e’n ;. talking to Morena through SEW 1o

08 ure that there is a broadly—based

m oiyerment groupmg representing

fack: hquor retailers in the country.

2. Undér._tomorrow’s deal, Maluti-

:SFW havé ‘purchased a 1 000ha wine

farm in Darling. The farm’s grapes will

.
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Cape Town — Speculatmn was
rife.in'the w1ne industry yester-
day:about ma]or black empower-

.meit ‘deals involving the giant

\Stellenbosch Farmers’ Winery
(SFW) and Malaysian millionaire
Samsudin‘abu Hassan.

It was unclear. whether the
two.were linked, but sources said
that 'SFW Was expected to an-
nounce a ]omt venture.agree-
ment with Maluti Food and Be-
verages of Gauteng :

todéy; while Savanha Brook Cellar;;near
Holdings, the fecent SEW and ‘Fransthhoek.

Iy listed Cape winery, M I It was estab-.
was understood to be aiay: sian lished as a wine
negotiating a black  § millionaire marketing  ope-

empowerment deal

as part of a larger Abu Hassan
¥ linked to the

" after Savanha issted § spéculaﬁon”
a- cautmnary an- -

investment deal.
This --emerged

nouncement that it
was in talks with a “large consor-
tlum{’. wanting to invest R20 mil-
hon in Savanha, after which Sa-
vanha would lease a 200-hectare
wine, estate from the consortium.,

The deal is being handled by
New’ Repubhc Bank and brokers
Mathlson & Hollidge, which have
been’ closely invoived with Sam-
sudin; hence the speculation that
heis: mvolved

He is known to have bought
several properties in and around
Cape Town and was once a major
shareholder in Boland Bank.
i Samsudin’s strong financial
interests, however, made some

‘analysts sceptical that he was ~

Cellar talk of Wme
shakeup

r(m)afrlas

1nvolve inthe Savanha dea‘l .
Malaysmn listed: Mycom Ber-"

had wh1chhas control of Aroma,

the 11quor retail chain, is‘ariother
pbssible candidate; although it is
understood to have been: hadly
hurt by the financial crisis in
Asia and not likely to be lookmg
or new-investiments, . %
.Sources said hat the R20 mil-
lion injection 1nto Savanha
would be a major boos} and Thelp

it replace the aged egmpment at
the old S1mond1um cellar, now

“known' as Berg &

ration three years.
Last year it raised
Ri0 million through
a private placement
of shares which was
fully subscribed.

Although it has
two small farms; it does not ovwn
1arge vineyards. The 200-hectare
wine estate could prove a useful
addition and help Savanha devel-
op its own brand.

Tt was also expected to use the
money to strengthen its market-
ing activities in increasingly
competitive domestic and export
markets. Its wines have been
described as “well priced”, ¢ '

The winemakers.are Nico
Vermeulen, former cellarmaster
at Simonsig and L’Ormarms and
Alain Moueix, the youngest of
many generations of wine-
makers from France's Pomerol
Petrus family.
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Thousands of black liquor retailers could gain through R30m empowerment joint purchase of Cape wine farm

SFW and Maluti sign

Lynpa LoxToN

* Cape Town — In the first signifi-
" cant black empowerment deal in

: the South African wine industry,
,mﬁmcmugmnw Farmers’ Winery

* (SFW) has joined forces with
-. Malutt Foods & Beverages in the

" R30 million development of a new
~ wine farm, it was announced yes-
_terday.

Matthews Malefane, Maluti’s

- executive chairman, and Frans
* Stroebel, SFW’s managing direc-

. tor; said the deal would be funded

“upfront by SFW. Maluti will rpay

. off the loan over 12 years, but this

Twmaon could be shortened if
. other investors were identified.

"I 8everal international investors

had already expressed interest.
Malefane said the joint ven-

A,

; ture would be known as Papkuils-

‘ fontein Vineyards. A 975-hectare

. farm had been bought for R15 mil-

lion near Darling, on the Cape
west coast.

Premier-quality vineyards
would be established on 250
hectares of the farm, with a po-
tential vield of 2500 tons a year
By planting between 15 hectares
and 25 hectares a year, the vine-
yard could be in firll production in
12 to 15 years' time,

“This-will make a significant

contribution to alleviating the

current and growing shortage of
noble varietals for the top end of
the wine market,” Stroebel said.

Initially, SFW will hold 50 per-
cent of the new vineyard while
Maluti will 'hold 35 percent
through an investment company,
The remaining 15 percent will be
held by a community trust con-
sisting of vineyard workers and
disadvantaged members of the
Western Cape community

As the loan is paid off, SFW
will gradually pull out of the
venture until Maluti and the com-
munity trust own 100 percent.

In terms of the agreement,

80 percent of the Papkuilsfontein
harvest will be sold to Nederburg
and SFW at market-related prices
for the first 12 years. The balance
will be used by the vineyard to
make its own wines with the
winemaking expertise and cellars
at SFW, .

Malefane did not rule out the
possibility of the vineyard even-
tually establishing its own cellar.,
The wine would be distributed by
Maluti shareholders, who are all
owners of taverns, shebegns and
bottle stores, mainly in Gauteng,

Malefane said Maluti was ot

) 4348

GLASSES gmmb
Toasting the new deal
between Stellenbosch
Farmers’ Winery and
Maluti Foods & Bever-
ages are, from left, Zok
Zak Kgasoane, a Maluti
executive director; Frans
Stroebel, SFW’s manag-
ing director; Matthews

utive chairman, and
Jeff Malherbe, the SFW
chairman. The venture
will be known as Pap-
kuilsfontein Vineyards
PHOTC: ANDREVY BROWN
anoth-
er example of “a few elite black
operators enriching themselves”
but an opportunity for thousands
of black liquor retailers to get in-
volved in wine production.
Shéares would be distributed 5
private placement. .

Mulefane, Maluti's exec-

‘black wine’ de
WINE N

Stro Baid that emphasis
would be placed on making the
vineyard technically self-suffi-
cient through training, Initially it
would be managed by Nederburg
Wine Farms mmder the direction
of Ernst le Roux, SFW's aaEmom._
director.

“The first step will be the

detailed physical and chemical
analysts of the soils, before con-
firming the varietals earmarked
for cultivation,” said Stroebel.

. Although about 130 hectares
were now planted with vines,
some of the vines were not of a
high quality and probably would
have to be replaced.

Although several wine farm-
ers in the Western Cape have re-
cently handed over some land to
their workers to grow and make
their own wine,this is the first
large commercial deal involving a
black investment group.




By Shadrack Mashalaba

LACK participation in the
wine industry receivéd a
- boost of a R30 million joint
Bl company initiative yester-
day after an announcement by black-
owned Maluti Foods and Beverages
and the giant Stellenbosch Farmers
Winery (SFW).

The deal, which marks the begin-

ning of the end of white monopoly in
the industry, is aimed at the develop-
ment of Papkuilsfontein, a 975
hectare property at Dassenberg, near
Darling, into a premier grape produc-
ing farm,

The joint venture will be known as
Papkuilsfontein Vineyards.

The announcement follows specu-
lation on the market that Savanha
Holdings, the recently listed Cape
winery, was also negotiating a black
etpowerment deal as part of a larger
investment deal.

The  Savanha’s

issued a cautionary announcemerit

speculation
emerged after the Cape winery had,

R30-m wine deal

Move is beginning of the end of
white dominance in the industry

that it was in talks with another black -

consortium which intended to invest
R20 miflion in Savanha.

In terms of the deal between
Maluti and SFW, both parties had
agreed that SFW will acquire 50 per-
cent of the new company’s issued cap-
ital and Maluti, through an investment
company, acquiring 35 percent.

The remaining 15 percent will be
secured by a community trust — which
represents Papkuilsfontein employ-
ees, as well as the community of the
Western Cape.

The trust, currently with “four
board members, will be known as the
Maluti Groenekloof Community
Trust drawn from the community.

Addressing a media briefing in
Capc Town yesterday, SFW managing

3(% egcfztor Frans Stroebel said his com-

had acknowledged Whatthe loals* rlence ready market. taverns and she-

wine industry igeded to be opened.

Stroebel said he was confident
there would be no problem for
Maluti to service its debt, which
would take 12 years and be financed
from profit, :

“The deal will not only-be a-finan-
cial success and in no way affect our
relationship with our existing suppli-
ers,” said Stroebel.

Stroebel said 80 percent of produc-
tion from Papkuilsfontein will be
delivered to SFW and Nederburg,
with 20 percent used by Maluti to pro-
duce its own wine which will be mar-
keted under their own brand name,

Maluti executive chairman MK
Malefane said, the deal marked greater

“involvement of blacks in the primary

sector. “In the past they had been rele-
gated to the periphery,” he said.
Malefane said the wealth of.expe-

beens would make the deal a success.
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Black group pegs out stake

i
3

in Western Cape
, . . NN
R30-m project to yield 2 5 wrs ,Vc:m 0

=

5l WEo_.mwdﬁmEmmm has taken a

-foothold in the wine industry in

the Western Cape, previously a

hastion of white ownership.
Stellenbosch Farmers’ Winery

_ (SFW) has joined Gauteng-based

-Maluti Food & Beverages in a
s R30-million venture to develop Pap-
kuilsfontein Vinevards as a black-

*|: owned:business along the West Coas

R e

‘| nearDarling. :

Maluti Food & Beverages com-

| prises businessmen M K Malefane,

‘Zak Zak Kgasoane, Benz Manyika,

| who have intergsts in the media,

il

liquor and cigarette distribution in
Gauteng-and-EddieMoleko who has

il

hotel andiliquor interests in Cape

-hold a private

Towr. .

Malutiexeco “The fransfer of skills

tive chairman Mr
Malefane said the
company would

placing of shaves
among  black
liquor retailers
Jater this year to
extend the share- ;

holder base as far as @%ﬂﬂm. He did

niot believe the proposed new Liquor
Act —which specificaily prohibited a
cross shareholding between produc-
ers and retailers of alcohol - would
present a problem.

“We placed the problem before
the Department of Trade and Indus-

intention of the new act io mmmpﬁm:@

-

W

people like Zak
Zak (Kgasoane)
from becoming a
producer,” said
Mr Malefane.

SFW will ini-
tially hold a 50%
stake in the busi-
ness, but will
gradually sell its
’ : stake to Maluti
and the Maluti Greenkloof Trust
over five to 10 years.

The projected R30-million cost of
the project covers the purchase of the
farm, as well as working and devel-
opient capital for the establishment
and running of vineyards on the
975ha property. )

‘try, and they said it was not the = -Theproject involvesthe estab- -

lishment of premier quality vine-

nelands

3 WINE
grapes

y4rds on about 250ha of the farm,
which is expected to yield 2 500 tons
of quality wine grapes once fully
developed. The new vine stock will
come out of KWV supplies that have |
been set aside for disadvantaged
communities.

The whole project has been
financed by SFW, and Maluti will
repay the loan out of the income
earned over 12 years.

Nederburg Wine Farms, a mem-
ber of the SFW stahle, has been con- |
tracted to manage Papkuilsfontein
Vineyards until Maluti's staff has
developed management and viticul-
ﬁ:HNMMWMEM- . . k3

Mr Malefane emphasised that the
transfer of skills to farm pétsonnel
wias as importahif a§the €kténsion of
farm ownership.
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A special laboratory is being set
up at Stellenbosch University to
find ways to identify a “time-
switch” which could accelerate or
delay the ripening and other
development of plants.

If these “time-switches” are sue-
cessfully developed by Matie scien-
tists, they hold far-reaching implica-
tions for the genetic engineering of
plants around the world and wiil rein-
force South Africa’s position as a
major player in agricultural develop-
ment.

The “time-switches”, called “pro-
moters” by scientists, could even
determine when a plant’s leaves
become disease-resistant.

The scientist behind the research
is Frikkie Botha, who moved to Ste)-
lenbosch from KwaZulu Natal to do
research and teach students about
the genetic engineering of plants.

“This type of research has been
underway for some time in the sugar

indusiry. There is also a big interest
from wine farmers to test it on grape
crops,” hesaid.

The bulk of his funding will come
from the sugar industry.

The wine industry has made funds
available for Professor Botha and his
team of students to work on finding
ways to increase the production and
quality of grapes.

“These are high-risk projects and
something that an industry can sel-
dom undertake alone, By doing this
type of work in collaboration with the
university, the risk is shared hetween
us,” he said.

The shift towards science and
technology in the country’s education
system has provided a university like
Stellenbosch with the opportunity of
becoming a leader in different fields,
Professor Botha said.

“Agriculture and science are two
areas of research which are most like-
ly to draw funding from the private
sector,”

The research involves manipulat-
ing a plant’s metabolismn by inserting

plants
w big interest

anew gene into its cells. The trick is
to find the switch which will make
the gene active at the right moment
and then turn it off again.

“For example, we might want to
insert a gene which will accelerate
the ripening process to allow harvest-
ing earlier. The time-switch must
come on at exactly the right
moment.”

The switch must also tell the gene
where in the plant to become active.

“We don’t want a ripening-related
process to start in the roots,” he said.
The genes are “shot” into piant cells
on tungsten and gold bullets, or by
using a bacteria that has had its
harmful properties removed.

“There are almost unlimited possi-
bilities for mankind through genetic
engineering — trees with more or bet-
tre fibre, sweeter grapes or other
fruits, delayed ageing in fruits and
pest- and disease resistant crops.”

The new laboratory will help
South African farmers remain com-
petitive with their international
counterparts into the next century.

—

*

‘Time switches’ set
to control

. 7RG &/3] 98
Wine farmers S;LO

-

[

N




wine

-
B

- Zealand; are establishing a niche
market -in Japan, according. to
FocusJapanmagazine.: .~ -
The: low price, high guality
wines from ‘these countries are |
becoming more and more popular, -
the journal - says. . Previously”
Japanese vintners imported these
wines in bulk for usé in blends, but -
now they are increasingly being’
sold under their original lal els. . -
Japanese custorns clearance
statistics show that-Japan.is in
the. paidst of a “wine boom”. Tm-

portsirose by 57% over th,g]ﬁaSt
five'years, reaching 109,7-mi ion |
litrésin1996. . .
Aifurther sharp increase was !
expected in' 1997 figures. |
Sapporo Breweries, the’ third
largest -Japanese name in. the
winé: industry, ‘began importing
and selling ‘three SA winés in-
February 1996. This was followed |
by four Australian wineginFebru- |
ary +ini;1997 and ‘four Chilean |
wesinMarch. . - . Lo |
ith!' the popularity .of : the
n  hemisphere ~ wines
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' South African wine producers
1o not put enough effort into
marketing their products in
,.other countries, says Lucy

- ‘Warner of Thresher Estate,

- Britain’s biggest retailer of

. 'wine.

Ms Warner said the local wine
: export industry was incredibly
“fragmented and, as a resulf, was
losing out to other “New World”
M “wine producers like Australia and
H

New Zealand.

Ms Warner was commenting
* on the news that the South African
Wine and Spirits Exporters’ Asso-
ciation (Sawsea) had withdrawn
?a&smmuo Threshers to pro-

i
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fine producers losing
t, British expert

ove to cut promotion ,\ng@&z:

- the
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mote South
African wines.
Threshers is
second
largest retailer
of South
African wines
in Britain with
expected sales
of about 300 000

_cases at its 1509

stores this year.

Sawsea vice-chairman Andries
van Tonder said the association
did not have the funds to support
E.owpoﬁon activities at all retail-
ers in Britain and had to spread
the available money around.

“Wae have to spread the funds
around from year té6 year to
ensure that all our members bene-

fit from the
funds they pay
tousinlevies,”
said Mr Van
Tonder.

Ms Warner
agreed that all
retailers sell-
ing South
African wine
should benefit
from the funds available, but was
“absolutely flabbergasted” that
this would be done at the expense
of one of the South African wine
industry’s biggest supporters in
Britain.

She said the move would

‘severely mm.moﬁ the promotion of

South, bmﬁomb SEmm at Thréshers.
“Thedt funds were used to fund

<< s
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staff education on Sou .ﬁ.ﬁomu
wines and on customer tastings,”
said Ms Warner.

Threshers also would not again
be H,EEEm a promotion of South
African wines which had proved
very successful last year.

“My love and passion is South
African sﬁ._mm but I alse Ezmﬁ

make money.” Coee e R

Ms Warner said E.oEcﬁoﬁ om
South African wine in Britain had
always been under-furided.

Australia spent four times as
much as South Africai in promot-
ing its wines.

“There is no united muuuomo .
she said.

The industry players Eﬁmﬁ mﬁo@
fighting among Emﬁmm_gm. and
get on with it, or lose out.” :

»




' SFW-MFB;

oint venture B&w beat

govt’s proposed wine mdustry policy

A newwine joint venture signals real rather than s

THE anncuncement last week of a
joint venture between Stellen-
sch Farmers Winery (SFW) and
Maluti Foods and Beverages
{MFB) heralds a new stage in em-
powerment in the wine industry.

Previous ventures — with the
exception of Charles Back’s Fair
Valley project — have tended tobe
symbolic rather than significant
both in conception and in the num-
ber of direct and indirect benefi-
ciaries. The SFW/MFB deal in-
volves the symbiosis of a mutnal
back scratch as well ag numbers
on a scale which has hitherto elud-
ed most other players,

The scheme is misleadingly
simple. The joint venture has
bought a 975ha west coast farm
with the unlikely name of Pap-
kuilsfontein for about RI5m.
While there are just more than
100ha of vine on the proper-
ty, most of the plantings will in
time need to be replaced. The cost
of the vineyard renovation will
add ancther R15m to the project.
The purchase price and capex will
be guaranteed hy SFW, which will
in furn purchase 80% of the pro-
duction from the joint venture at
“market-related prices”. .

The remaining 20% of the crop
will go to Maluti, though in reality
it may be supplied to SFW either
for processing or for product of
equivalent value which can be
traded by Maluti in the ordinary
course of its business. The sale of
grapes from Papkuilsfontein is ex-
Mmoeom to bring the project out of

ebt within 12 years.

SFW holds 50% of the project
equity, MFB has 35% and the Ma-
luti Groenekloof community trust

* debt. It is clear that SFW

owns the remsining 15%,

SFW has offered its
partners its chares — at .
market-related prices — .
once the project is free of .

is not at risk: its ,
ment will deal with the -
day-to-day running of the
farm, and its access tothe
farm’a MWWmm ensures
that its liability will be
met from production; at -
worst it is bringing an
outside shareholder into
a project it could quite
easily manage itself.
_H_NE. is where the
scheme reveals its ge-
nius. SFW is not doing
this without a sound fi-
nancial motive — Maluti
is not some handout re-
cipient giving the Ru-
perts a cosmetic empow-

erment partnership.
MK Malefane, who
put Maluti together more

than a year ago, has delivered to
SFW a consortium including
many of Soweto’s top Iiquor
traders. Their clout as retailers
makes them particularly useful
allies in this praject.

True, the Ruperts, nrno_mmw
SFW and Distillers, control the
country’s major wine ang spirit

. brands and can afford to ignore

any retailer grouping, But given
the long-term prospects for the
liquor industry, a Soweto-based
trading alliance must be worth the
almost nonexistent risks of the
joint venture.

In the ordinary course of a
year’s trading SFW would have to

WINE

MALEFANE

spend some money cultivating re-
lationships with major customers.
The Zw?ﬂ parinership . means
that a significant portion of this
expense can be committed to the
more or lesg self-liquidating Pap-
kuilsfontein project at the cost of
just the 50% equity SFW surren-
dered upfront.

Papkuilsfontein could be the
pilot scheme for many such joint
ventures, each one bringing other
Mwm_E..mnmuﬁ retail players into an

iance with SA’s most importent
wine and spirits producer.

Each time SFW (or Distillers)
sacrifices future profit for present
goodwill it will be weaving a web

olic empowerment, writes Michael Fridjhon

LD 12)3 [ 7L

that "will strengthen its brands
and ephance relationships with
the retail sector. In so doing, it will

. make a mockery of the trade and
- industry department’s strategy to

isolate SA’s monopolistic produe-
ers by forcing a clear segregation
between production, distribution
and retail.

The various liquor licemsing
proposals published by the de-
partment in the past %mmu. —
which Qave caused widespread
consternation in the industry —
all involve imposing on the SA

" trade the same three-tier struc-

ture which has been in place in the
USgince the WMQEEEE» era.

The drive behind this draft leg-
islation has been empowerment -

"coupled with antitrust senti-

ments. The departent’s thinking
has been muddled, if not inept.

Now that the country has been

resented with a scheme which
»m:._.mpm empowerment criteria —
not simply fora vmﬁmm«& few, but
for a widely dissipated sharehold-
er base and for the beneficiaries of
a community trust — the depart-
ment will be hard-pressed to pro-
ceed with its ill-thought-out agen-
da. Nothing is more likely to
sound the death knell of the three-
tier structure than the Papkuils-
fontein project and its many
clones we can expect to see in the
next gix months.

It has been fashionable in SA to
speak of win-win situations, For
sheer genius, however, it is hard
to imagine anything more elegant
than the way SFW's Frans
Stroebel has put a significant deal
to bed while poisoning the depart-
ment’s wells.




- [

ﬁmmm_. wran

THE WINE INDUSTRY TRUST,
formed to assist the disadvan-
taged after the KWV court
settlement, is tied up in red
tape while a group of students
siruggle to pay their fees,
ERIC NTABAZALILA reports,

drezams of stx black University
of Steilenrbosch students who
want to make their mark in the
exclusively white wine industry could
come crashing down as the Wine Indus-
Iy Trust — formed to help people from
Ppreviously disadvantaged communities
=-{scaughtin alegal wrangle.

Although the future of Mr
Thokozani Mtshall, Mr Michael Shan-
du, Mr Thokozani Sibeko, Ms
Boniginkos! Buthelezi, Ms Sillndile Msi-
mango and Ms Busistwe Blyela look
bleak, theyare still confident that some-
one will come to their aig,

d.BB%%EE»EEuSmuEEw
fisst year, someone will come and help
me out,” Shandu sajd,

The students are all in their fisst year
and registered for BSc Agriculture,
maforing in viticulture penology.

‘The trust was formed last year after
an out-of-court settiement between
KWY and the government over the
ownership of KWV's assets. KWV
agreed to pay a membership fee of
R447 million to the Wine industry
Teust for the next 10 years,

The trust would nvest some of its

money in areas such as research and -

development, export promotion, social
development projects, training and
upgrading of skills of farm workers and
the facilitation of the entry into the
Industyy of new players from former
disadvantaged communities, as piimary
produecers,

- .. The settlement followed after KWV
announced that it intended to convert
from a wine co-operative toa private
Company,

Mr Theo Pegel, KWV co-operative
directar, said the company had its own
bursary scheme, but it was late for the
studentts to apply. He said the oompany

- was helping students from financially
gisadvantaged communities.

" Pegel said he did not know where
the students got the information about
the trust, .

“We never enwisaged it to be formed
by this time of the year. Role players
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primary wine producers.

and the manager of the frusthad to be

first elected by Minister of Agriculture
and Land Affairs Derek Haoekom, and
then they would decide how these stu-
dents could be helped. I can't see any
way they can be helped right now,” he
said.

Mr Jabulant Nishangase, a trustee of
the South African Alrways Wine Educa-
ton Trust and a partner at the Spice
Route Wine Company, said: “The rea-
son there are no role players appolned
to discuss how cases Itke this could be
handled is because the minister and his
department are not doing thetr jobs.
Our students are suffering while these
people are busy spending months dis-

BLACK VITICULTURISTS: University of Stellenbasch students, Thokozani Sibeko (left),
and Busisiwe Blyela, wish to make thelr mark In the exclusively white wine Industry. H
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cussing acts of law.”

Ntshangase said he had earlier writ-
ten a fetter to KWV requiring that the
students be assisted muwnmw_ﬁwﬁ n._.%m
company replied that “no s
wouild cmmwm:pzn as the company’s
entire social responsibility budget had
been committed to the payments it

-would make to the Wine Industry

Trust”.
He then wrote another letter to
Hanekom asking him to intervene as he
was net certain whether the trust would
be formed in time to help the stadents
with their initial payments.

He wanted the university to cbtain
some guarantee that the fees for same

le sours students’ dream

i phjas Dune@
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Bonginkos! Butheled, Thokozan! Mtshal, Seineile Msimango, Michaed Shandu

owever, they need financial assistance to continue their studies to become

of the entrants will be met from this
fund.

- Upto now, nothing had come for-
ward and he had assisted the students
finandally when he saw that they were
“struggling".

M Steven Goldblstt, legal adviser to
Hanekom, said : I don't think the min-
Ister can bind the trust on what it
should and sheuld not de. According to
the agreement, there must be a change
In the Wine and Spirits Act which was
supposed to be discussed In Parliament
yesterday.

“1 think the solution Hes in negotia-
Hons within the wine industry where all

 the role players who would form the

~: % PIOTUREALNTA
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cial payment could be made to the uni-
versity. I will try to attend to this case
next week and see what we can do,”
Goldblattsaid -

Ntshangase made a direct appeal to

" the government that, while it discusses

the act, it should consult the university
and guarantee that students’ fees and
other expenses would be met once the
trust has been formed,

Although there were frustrations
caused by the delay, credit shoutd be
given to companies who had come for-
ward and helped people from former
disadvantaged communities,
Nishangase satd. :
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GCAPE TOWN — Wine producer and
wholesale distributor Distillers Corpo-
ration glans to build an R86m wine cel-
lar in Durbanville, following a restruc-
turing ofits wine interests.

Distillers spokesman Ian Skietekat
‘said the reorganisation involved the
iformation of a new company, SA Wine
“Cellars, which would take responsibil-
-ity for the distribution of the group’s

[
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1 ﬁ,fo build v me’cé11‘ar‘aﬁ%ﬁﬁﬁcl.; ing
-sémahthas ar;eﬁb 27/ 57q gwine. SourcEs mked{c{}e{development

to expected changes in the Liquor Act.

Skietekat said the new company
would operate in the local market only,

Construction of the Durbanville cel-
lar is to be undertaken in co-operation
with seven wine farms in the area, The
first wines may be produced next year,

He gaid Distillers would hold a 55%
stake in the cellar, with the sharing
producers taking a 40% share and 5%
set aside for worker ownership.
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Wine resh‘ufk l é 1 Y D
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Cape Town — Distillers Cor-
poration, the fine wine and spir-
its company owned by Rem-
brandt, would restructure its
wine interests and invest R86 mil-
lion in a new wine cellar in Dur-
panville near Stellenbosch, Ian
Schietekat, the company spokes-
han, said last night.

He said Distillers would
restructure its wine interests by
establishing a new company, to be
called SA Wine Cellars.

Sources claimed the move was
prompted by pending changes to
the controversial Liquor Act,
which deem that liguor com-

pames s(ould éither be involved
in producing, wholesaling or
retailing liquor — but not in all
three functions.

Schietekat said SA Wine Cel-
lars would act as a distributor for
the wine interests of Distillers in
the local market, which would in-
clude the new Durbanville cellar.

He said the first wines would
he produced in Durbanville as
early as next year, and the cellar
would be a collective undertak-
ing by wine producers in the
area.

“The construction of the cel-
lar is proof of Distillers’ confi-
dence in the future of quality

wines, particularly in respect of

tillers
WINC
the ort market. The wines
produced here will be marketed
both locally and internationally,”
Schietekat said.

He said Durbanville had been
identified as one of the more
sought-after areas for the produe-
tion of quality wines.

Schietekat said the producers
who had entered into partner-
ship with Distillers included
Jackie Coetzee, the De Villiers
brothers, Ryk de Witt, Bernard
Kruger and Wheaty Louw,

He said the Durbanville cellar,
which offered panoramic views
of Table Bay and Cape Town,
would also be developed into a
major tourist attraction.

|
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WINE The best in the country comes under the hammer tomorrow, and fore

ign buyers will be watching

Nederburg auction 1s

FRANCOISE BOTHA

_Cape Town — Tomorrow’s
1 Nederburg auction will put not
only South Africa’s wines under
the hammer but also the coun-
try’s standing, as foreign buyers
make their judgments.

If positive, this barometer of
international sentiment to-
wards South African wines will
pave the export way for other
local producers, many of whom
remain divided about whether
further price spirals will be to
their benefit. ,

It was reported earlier this
vear that the volume of wine
exported to the UK, the indus-
try’s largest foreign market, had
slumped 7 percent over the six
months from May to November.

The media frenzy that fol-
lowed, claiming the honeymoon
for South African wines was
over, was dispelled this week by
the South African Wine and
$pirit Exporters’ Association.
Exports are not flagging, they
say: they grew 9 percent in vol-
ume terms last year, on top of
the 29, 5 percent and 48,6 percent
gains achieved over the

previous two years.

Although these figures
represent both bottled and bulk
wine sales across all quality
strata, they provide a clear
indication of foreign buyer
perceptions abouf South
African wines in terms of
quality and value for money.

And, in much the same way,
at the top end of the market a
similar statement will be made
tomorrow by foreign buyers.

The Nederburg auction,
which has attracted buyers from
more than 20 countries, bidding
for 9 500 cases of the Cape’s
premium quality wines, can
certainly make a difference to
those international perceptions.

. As flag hearers for the local
industry, the auctions’ foreign
bityers can create a ripple effect
for other export sales, sending a
powerful message to interna-
tional wine buyers that South
Africa’s premium quality wines
have been underpriced.

If they do, however, it will
certainly come at a price — if
the past is anything to go by.

Investors in the country’s
highest quality wines, sold at

3

* both the Nederburg auction and

the Syfrets Cape Independent
Winemakers Guild auction in
September, have faced tough
choices after recent surges in
foreign buyer demand.

While last year’s Nederburg
auction saw a small increase in
the percentage value of export
sales from 44,8 percent to

47,5 percent, stronger interna-
tional demand, coupled with
local investor interest, saw aver-
age prices of red wines climb
30 percent to R615,67 a case, or
R51,30 a bottle before VAT
Similar price increases were
seen over the past two years at
the Syfrets auction, with
average case prices falling

InNINE

147 p to R838 in 1996 but
adding a further 10,6 percent
last year to R927 a case, or R77,25
a bottle before VAT,

While the local wine indus-
try, which had been left in the
cold internaticnally during the
sanctions era, welcomed this re-
accepiance reward, opinions
differ as to what the future
should hold on the price front
and whether further increases
will benefit the industry. h

Anthony Hamilton Russell of
Hamilton Russell Vineyards
said: “South Africa’s quality red
wines are cheap by internation-
al standards and this price cor-
rection should have been expect-
ed, Tt is also likely to continue
until prices are brought in line
with those of our international
counterparts and competitors.”

Meanwhile Richard Eelley,
the locally based English Master
of Wine, holds the,view that the
end of the price spike should be
in sight, especially for wines
that are not at the top end of the
quality spectrum.

“The problem is that these
auction wines probably repre-

sent oﬁ@ 5 percent of the South

an international barometer
() ol g

African market,” he said.

“For those wines not in this
bracket, these price increases
eannot carry on for ever unless
their quality goes up commen-
surately, However, at the top end
there are still some bargains fo
be found, especially given the
currency devaluation.”

Despite the Nederburg
auction’s role as a showcase for
the best wine the Cape has to
offer and an opportunity to
build the quality image of the
1ocal industry, some hard-nosed
commercial wine buyers at last
month’s Pro Wein show in Dues-
seldorf had a more telling reac-
tion to South African wine
prices: “They are increasing too
rapidly and your wines no
longer represent good value for
money.”

And it is here that a danger
lies for the industry Sharp in-
creases in the price of fine and
rare auction wines can be toler-
ated by the market. But too
many producers have climbed
on the bandwagon, ultimately
doing the industry a disservice.
The message that came romping
home was; Compete on quality.




SOUTH Afrlcans’ dug: deeper mto their pockets at

- [ at the weekend to keep overseas buyers from shap—
e .pmg 6t 'most of the country $ premler wines.-
: South Afr:can wing investors forked out a lotal
I R3;2 million of thé R4,7" million spent at’the
o '-cvent fo secure 6041 cases of the products.

1 . This figure. reprcsams about 68 percent of the
el 'day s total saleés. =

|+~ The “top, buyér was’ the wholesale gioup

‘ Supcrmarkets, Wu Chiu Lin Trafficker of Taiwan;

.| Shoprite - .Chéckers; the’ship-chandling company

© K Sagad (Cape) ‘Western Province Cellars; Afdis of
Zimbabwe; Grays Ltd of Maurmus and
: "Champany Inn from Scotland. -
<1t wids as'much the ‘anction g5 -the bubbly,” that
| flowed coplousiy, that drew many of them.
*| " For' thiir-paft, the 42 chefs from Southern-Sun
*1.did much not'to spoil thé brothiin their joint effort.
Instead, it'was the' guests who were spoﬂed and
‘ pampered by the 200'whiters in attendance.

was announced.

| the ‘Nederbirg suction in Paarl i in'the Western Cape -

: ;Makro, fo]lowed by ~Pick ’'n  Pay; Spar‘

AR Gverseas scholarshlp for people from disad- -
’ vantaged groups in the industry to study vmculture |
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| This/year the average price of
| ‘a9itve; case,ofwine; old, at
A G
and

‘Total sales at this 'ye'ar’s

Nederburg. wine auction set

| uparecord highof R4 706 575,

an increase of 7% on last

- year’s figure of R4 402-277.

This was despite 723 fewer’
cases being auctioned. . -
- gouth:African buyers went
all-oitt at the premier event on
the country’s wine calendar to
Kkeepiour finest produce in the
country.

Local sales accounted for
nearly 70% of the wines
bought; with overseas buyers

buying:25% of :the local wine..

This is a drop onlast year’s fig-

“ure of 40% when a Taiwanese

buyer spent more than Rlnil-
lion o1 local prgducts. The re-
maining 5%of the local sales

‘| went to African countries.
The message i0 the market -
the major growth in *

was clear:;

. ., B

the wine market is likely tobe
in mium quality wines.:

“fhat: con:

Hme, o E i
t: the ‘consamption of

proifum wines in America

-m spent at .
erburg wine auction '

. who has presided. oves:

dghout'i: dustry. to- gpend :six- weeks
... working in Burope or North

WINE -
has increased 800% in the past
12 years. People are drinking
less but better. It's a trend

which South Africais likelyto |

follow.

" While there were plenty of
restaurants, giest houses and

lodges buying, it was the su- |

permarket chains that domi-
nated the bidding. -
. The top five buyers wexre
. Makro, Pick 'n Pay, Spar, wu
Chin' Lin of Taiwan and
Shoprite Checkers.
Of the 32 white wines on
auction, the- Neethlingshof
. Sauvignon Blanc Noble Late
Harvest 1990 achieved the
highest price at R450 for 6 X
375ml bottles. Of the 71 red
wines on auction;” the top
seller was Warwick Trilogy
1988 (3 x 1,5 litres) which
fetched R1 850. S
The honours in the forti-
fied wine category went to
.. the 50-year-old Monis Collec-
-tors Port 1948 which went for
R3 700 for 6 x 750ml bottles.
Auctioneer Patrick:Grubb;

all,24.

AT

+ auctions,iapinounced:

.~ ception’of the Patrick’ Grﬁbbr;

Scholarship, which will annud: ||

« ally send a person from 4-dis--
. advantaged group in:the in-i

- America.i

I

The charity -wine~auction .
_‘for. Hospice' raised nearly |
o 4

‘R26000. ~ ¢

e

V2t




News 3

PP

Foreign buyers soak
up Cape wine - and

Busimess REFORTER

South Africa could immediately
treble wine exports if there was
no shortage of supplies, according
to top international buyers in
Cape Town for the Nederburg
auction held at the weekend.

“Qouth African wines hold 2,6% of
the Danish market, and this could
easﬂy be trebled virtually overnight
ifthe availability - particularly of red
wines — was there,” said Frank Son-
dergaard, a wine buyer from
Denmark.

Otto Lenselink, a buyer who ser-
vices the Benelux countries and some
Asian countries, said he daily han-
dled queries from China for South
African wines.

The Asian market had completely
changed in the wake of studies show-
ing the health benefits of red wine,
sa1d Mr Lenselink,

Bt Ingo Mack from Germany
warned against producers riding the

wm/&'

bandwagon of South Africa’s interna-
tional success and exporting cheap
wine.

“Once you damage the name, you
cannot recover,” hesaid.

Pat Straker from Britain also
warned against greedy producers
who were pricing their wines out of
the market.

“Five years ago, South African
wines offered the best value in the
British market. They have now been
overtaken by wines from Chile and
Argentina as best value for money.”

Sapa reports the 24th Nederburg
wine auction on Saturday established
a sales record of R4 706 575—up 7% on
the previous year in spite of there
being 723 fewer cases on auction.

In aggressive and competitive bid-
ding, local buyers bought nearly 75%
of the wines -- with the Western Cape,
Gauteng and Northern Province
accounting for 61%.

Overseas bidders accounted for
959% of sales - a drop on last year’s fig-
ure of 40%.

hen call for more
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Sales hit a record at auction

“In spite of the shaky Eastern
stock markets, the Taiwan wine mer-
chant who bought more than R1-mil-
lion worth of wine lasi year putina
good showing this year - the fourth
biggest buyer,” sald auction manager
Bennie Howard in a statement.

Top buyer was wholesaling group
Makro.

“Once again there was a good
showing from wholesale and super-
market wine buyers — who were
responsible for nearly 29% of total
sales,” said Mr Howard.

Average price of a nine-litre case
of wine sold at the auction increased
by 18% to R636 (1997: R540). Of the 32
white wines on auction, the top seller
was Neethlingshof Sauvignon Blanc
Noble Late Harvest 1980, which went
for R450 for six 375ml bottles.

Of the 71 red wines offered, the top
seller was Warwick Trilogy 1988°
(three 1,5 litres)— which went for’R1
850. The average price for a nineditrd’
case of red wine was R699 —up 14% on
1ast year’s R616.

[TV




CAPE TOWN — The 24th Nederburg wine a@-—
characterised by ageressive and competitive bidding
= in Paarl on Saturday, established a sales record of

»7mM — up 7% on the previous year despite there
being 723 cases less on anction,

Local buyers purchased nearly 75% of the wines,
with the Western Cape, Gauteng and the Northern

ovince accounting for 61%.

Overseas bidders accounted for 28% of sales — g
40% drop on last year’s figure,

“Despite the shaky Eastern stock markets, the
Taiwanese wine merchant who bought more than
Rlm worth of wine last year put in a good showing
this year, being the fourth biggest buyer,” said auc.
tion manager Bennie Howard.

“Other strong foreign buyers were Zimbabwe,

R TR

| 50-year-o

ederburg wine auction
AT

mlugi’:ius, Denmark, ‘Seotland! g\:utzerland, Ger-
many, the US and Canada.” .

e top buyer was the wholesaling grou Makro,
followed by Pick n Pay, Spar Supermar ets, Wu
Chiu Lin Trafficker of Taiwan, Shoprite Checkers,
the ship chandlering com any Bagad (Cape), WP Cal-
lars, Afdis of Zimba we, arays Limited of Mauritius
and Champany Inn from Seotland,

“Once again, there was a good showing from
wholesale and supermarket wine buyers who were
respongible for nearly 29% of total sales,” said
Howard. The average price of a 91 case of wine sold at
the auction increased 18% to R636, compared to R540
last year.

Of the 32 white wines on auction the top seller was
Neethlingshof Sauvignon Blane Noble Late Harvest
1990, which went for R450 for six 375ml bottles,

Of the 71 red wines on auction the top seller wag

| Warwick Trilogy 1988 (three 1,5 bottles) which went-|

for R1 850. The average price for a 9 case of red wine
was R699, showing an increase of 14% on last year's
priceof R616. . R A TR
The toP selling fortifiéd wine on auction was the
d Monis Collectors Port {Stamp Collection)
1948 which went for R3.700 for six 750ml ‘bottles.
This superb vintage also fetched the highest price on
the auction in 1991, 1992, 1994 and 1997.—8p -
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Cape Town — The Wine IndUStrL
Trust, the joint venture between
the state, KWV and the wine
mdustry, could be up and run-

ning within two months — if -

KWV agrees. ‘

The trust is aimed at develop-
ing the industry with funds
creamed off KWV profits over the
next 10 years,

" The department of agri-
culture should finalise the rules
for the governing of the trust this
month, Herman Rademeyer; the
head of legal services in the
department, said yesterday,

“Then it would only be for the
trust deed to be registered and
trustees to be nominated before
money could flow into the trust
and it could start with its devel-
opment work,” he said. He added
that the trust could well be up
and running within two months,

But sources in the wine indus-
try said KWV was not keen to
take responsibility for the trust
before it hag been reheved of its

PROGRE:SS Derek Hanekorm,
the minister of agriculture

duties under the KWV Act —and
that might not happen for several
months.

This week the senior manage-
ment of KWV met with Derek
Hanekom, the minister of agri-
culture and land affairs, and
department officials in Pretoria
to thrash out a compromise,

After the meeting, the two
parties issued a short statement
which said that progress had
been made and that only “a few

:"}‘

W INE

small technicalities” prevented a

- bredkthrough with the trust.

In terms of an agreement
signed by Hanekom and KWV
last year, R200 million pius inter-
est would be donated to the trust
by KWV for development pro-
jects. The state would pay KWV
another R88 million for work
done for the trust, which would
also be donated to the trust.

In total, almost R500 million
would be donated by KWV over
the 10-year period.

The legislation to relieve
KWV of responsibilities such as
supplying distilling wine to
wholesalers is scheduled for
debate in parliament on Monday.

The KWV Amendment Bill
provides for a management au-
thority to be set up by Hanekom
to take over the responsibilities
of KWV from June 30 next year,

The management authority
would administer the KWV Act
until June 30 2001 at the latest, by
which time new regulating
legislation for the industry would
have been finalised, Rademeyer
said.
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Weighty words: Sampie Nobnfe of the Food an

‘ o

Busm %n- A | _... .f/.........'.....:.._._. ..
Workers’ Union members
marched on Parliament yesterday

demanding the Government take

urgent steps to protect jobs in the -

wine, canning and fishing
industries.

A memorandum handed to Envi-’

ronmental Affairs Minister Pallo Jor-
dan urged that in any fishing agree-
ment with the European Union, all
boats fishing in South African waters
be obliged to fly the South African

e

.....

ag and employ-Sou African erews.

The marchers also handed ina
memorandum at the offices of the
European Union, urging European
countries to open their markets to
South African agricultural exports
and stop unfair competition from
cheap European imports here.

Fawu has criticised the EU for
imposing tariffs of up t0 21% on
imports of South African canned fruit
and vegetables, at the same time sub-
sidising European farmers. ,

The flood of cheap European
canned goods on South African mar-
kets is threatening jobs, says Faww.

d Alfed Worlers' Union hands a meino 1o Mirister of énvirorirgiéﬁtél Adfairs Pallo Jordan

rs want job

LEON MULLER

L&

ecuri
WINE

Langeberg Foods has eadylaid
off 2000 seasonal workers and 400 per-
manent workers and up to 4800 other
jobs are under threat, Fawu says.

Fawu has asked the government to
keep some tariffs in place to protect
the domestic canning industry and to
slow the restructuring of the wine
industry until measures to protect
jobshave been discussed. .

Fawn fears that jobs in the wine
industry will be lost if the EU suc-
ceeds in its attempt to exclude 40% of
South African agricultural products
from the free trade deal that is under
negotiation.

_—-—-——\ l
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KW\I’sproflts drop amid conversion
ARl (9498

LLEWELLYN JONES

Chief executive Willem Barnard
~sald that although the results had
‘been affected by management focus
xon converting to a company, the poor

resuits were largely because of vari-
ous accounting procedures and large-
scale investments.

Dr Barnard said a hefty chunk of

the drop in profits was because the

P

Prof1ts ofwme group KWV slumpem,_
to R23-million last year from R83-mil-
lion the previous year as it battled
with Agriculture Minister Derek
Hanekom over its conversion from a
co-operative to a company.

(%) t INE
KWV subtracted the cost of stock
bought during the year from the
group’s income, rather than
regarding it as an asset.

He also noted that the the compa-
ny'’s profits had also been influenced
by significant investment in red wine
cellars in Paar] and an upgrade of the
company's plant in Upington.

st P P A
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‘tivein the throes of major

KWV the wine co-opera-

<hange asitconvertstoa
‘company, this week de-
tailed -its-new structure
and its financial results,
_both of which will be dis-
cussed .at” what should
~prove to be an interest-
Iing annual general meet-
;ing later this month.
KWV, operated as a co-

-operative for;11 of the 12
‘months to December, It

reported net taxed profit
.of R23.8million, down
sharply 0 the R83.2-
“million -of
‘year, and achieved on a
near-unchanged - turn-

over of R829.1-million.
| ‘?h'%

However had

nothmg

ity
tracting thecost of liquid
stock (distilling wine, red
wine and grape-juice con-
centrate) from income, If
it was counted as an as-
set, almiost R100-million
could be added back,
making the result rather
more pleasing. KWV is
looking - at changing its

po]icy to value stock at -

- tion and marketing inthef

e=. previous

under pressure foilo' ng
the abeolition of Geis:Di

ing the year, KWV
‘national eslfabllshe Aus—
tralian .company -’
Vale, in which it h
50% interest, and:
quired 50% of the Kap:
Hollandse JV for' distribi

Netherlands. .
The abolitionf

July. SA expaits
grew by 9% 12.milli



"nate members fo

_ r appointment, to the .other hssignees tothe management au-
~‘Imangagement a y ) ) .

agement gu-
would be‘by &iimple
but that those taken‘in k
marketing in the ind

nt§ will ;&mb., allow. .:_;wmﬁopmﬁmﬂ any otherinterest group. .
int nine of the nom- . " Na onal-Party, MP :Manie, .Schoe-.

Hanekom to a;
*1nees to se

in key areasof "“H
tistry would have

edice the'statr

i I the defisitions -of in;
< Phesesitéras: i .@.”.,Hmroﬁ.ﬂ.w@..mumwﬂnmhﬁmb..,
d to nomi:’*~ cluded: Tt is specified that KWV, and

. thority, shall. not have. less represen-

wthority and a ' mapsaid it was pleasing that a clause.

o.b by the total co
rgement authority: - Co
ty threshiold for the KWV
own out by the Affican Nation-
mwmmmwn&rmooggn.: R
approved by Parlia- -
will be given the pow- ' se

ﬁm%.ﬁﬁ new - further three:at his di

ons of the prese
Lk . +

The ' legislation: also ing

minister to inchide represe {r
e management_authority ‘of “Small

ale farmers and the historic -

Ifthe bill is
ﬁﬁ.‘“_m.m.umWQE

OWing certain aspects:of KWV's in-,.,
olvement t4 be separated from theTe-. ;
| of the legislation in Jupe 1999 had .
e vetained, but that, avérall, som
f, the;amendments “were ‘“nat:jni the..

Spirit” of the agreemént reached. be-
- tween KWV and the minister., . . -

2

ally, dis-.
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testing was reJecte Y the Wme and Spirits |

an offence to w: downwme and &l “uld i

and civil roceedings.
récords show The Natural Corporatm P
evéral thousand litres of wine from: Trawal
tle under ltB own brand labels, pnmanly for

“Wenrer The Natural Corporatlon allege ‘that
livered; some of theiwines weie found to dif-
stantially- from the samples ongmally pre-
'nd theboard.
[ sportedly so hghtmcolour that it
1 56, aid the pmotage s alcohol content
was more than 1% lowér intheinitial sample, -
+ Trawal: responded\ tha 'The Natural Corporation
‘sent the wine to'a b ttling plant after delivery
and — based on its own intérnal ihvestigation— wa-
ter could not have been added while the wine wagtill
at the co-op. The- alternative might be for problenis’
have arisen at the bottling. plant.

The Natural Corporatmn is now tendering fetiirn
id is‘claiming about R400'000'in

- (ta

of some of the wine a
| damages in respect.of payments made upfront
|’ purchase. Trawal posing the claim. .
Initially the board placed ari-embargo on the'bal—
‘| ance of wines commg from-Trawal, but attorneys
“| working for thé ¢o-op confirmed that this had been
lifted. Trawal ‘can thereforé sell'the rémaining wine
.. —‘originally due for The Natural Corporation, but
?|"whiidh-the exporter has subsequently refused dehv—
ery —to athird party

1ts




FRUITS CF LABOUR

GROUP of proud
farm labourers
notched up a first in the
South African wine
industry when they
released their maiden
vintage under their label,
Freedom Road, at
Backsberg Wine Estate
near Paarl last week.

* The wine, a classy
white, will go into retail
outlets and the record
books as the first
produced by estate
workers.

Releases by similar .
management-worker
initiatives — Klein Begin
at Nelson Creek and Fair
Valley on Fairview Estate
— are to follow next
month.

Over a glass of their
wine, Dina Dirkse, .
spokeswoman for the 17
farm workers behind the
Freedom Road label,
talked about the 18
months of hard labour
that lay behind their
triumph.

They have spent every
weekend, public holiday
and spare moment
working in the 14-hec-
tare vineyard they lease
from wine farmer Pieter
du Toit. .

“It's what we call a
moeg storie,” says
Dirkse,

“People would ask:
‘Why are you working on
a Saturday?’ Now they
know. We're working in
our own vineyard,
growing our own grapes,
producing our own

Now that the harvest
is in, Dirkse has resumed
running the farm creche.

Like those of many
other members of the
collective, her family’s
history is bound up in
Backsberg. Dirkse was .
born on the estate and
her father worked the
vineyards for 40 years.

Doon Stevens, Backs-,
berg's assistant cellar .
master; has lived and.
worked on the mmﬂmﬁ or
50 years. Fo

mémﬁmmﬁ

As senior assistant of
the collective vineyard,
he was responsible for
nurturing and harvesting
the sauvignon blanc
grapes for Freedom
Road’s first white wine.
He also supervised the
growing and picking of
the premium cabernet
sauvignon grapes for the
red wine now maturing
in the barrel.

“The first grapes —
that was a day to
remember,” the grape-
pickers say.

“When the first
cheque came, we forgot
all about the hard work.”

Sandra Moss, a cook
and gardener on the
estate, sketched the
label. It shows a golden
path leading to a sun
dawning in the vine-
yards.

The name of the label
was inspired by the title
of President Nelson
Mandela’s autobio-
graphy, No Fasy Walk fo
Freedom.

In another first, the
wine is to be stocked
soon by a UK super-
market chain that is
keen to support the
initiative.

The profits from
domestic and export
sales will fund a housing
scheme, under which
the workers in the
initiative will gain title to
land and better homes.

Written on the label
on the back of the bottle
is a letter explaining that
Freedom Road means
more to its growers than
sales and profits: Dear
Friend, The grapes used
fo produce this wine
came from vineyards
tended by ourselves, in

ra

. our own time and for our

own benefit . . . Your
enjoyment of this bottle
brings us closer to the
magic of owning our own
homes.

‘“We will be breaking

_the traditional tie

between the insecurity
of farm housing and

. mmmmnmn_oum,.._._ﬁ .My’
father: EE the anwmwm




Fawu could sour KWV’

Louise Cook

THE wine industry trust to be set ug with money
from KWV could run into problems with the Food and

Allied Workers’ Union (Fawu.)

The trust was the outcome of the settlement last
year of a dispute between Land and Agriculture Min-
ister Derek Hanekom and aleohol distribution and
wine company KW V, after the former co-operative
announced its intention to convert to a company.

Fawu economics co-ordinator Dannyboy Masemo-
la confirmed last week that the union planned to op-

pose any “undue” powers planned to

exercise

over the trust, saying the money should be spent on

worker improvement and skills training,
agreed to pay R477m into the trust

over the

next 10 years, Negotiations to map out the details of

the payment started recently between a

ne-

gotiating team headed by MD Willem Barnard and

government, represented by Hanekom.

An industry source said the idea was to set the

trust up as a nonprofit company run by

a “thin

spread” of trustees, This would be similar to several

others esta
following the scr c})ping of control boards last

Masemola sai
on future worker and community participati

wine industry, but expected “meaningful” represén- ||
i re

tation'on the trust as well ag a “substant;
holding in KWV ifself. A 5% shareholding
earlyin the process, would not be acceptable:
members, he said,
KWV spokesman ‘Henry Hopkir
the company would introduce. a'sha;

blished recently in the agricultural

Fawu had not'finalised ifs

ye:

share- .
Tmodted: |
tounion |

1ne trust
AL E

tive scheme for Btry employees next month,
but said the trust money would be kept back until the
legal structure had been established,

Industry talk is that the most likely reason for the
delay in the formation of the trustis uncertainty over
statutory levies and quotas and whether the pro-
posed company should have statutory powers. De-
partment officials were not available for comment.

The parliamentary agriculture committee passed

Since converting from a co-operative to a company
in December last year has set up four divisions
— KWV Group Services, KWV Cellars, KWV SA and
KWV Industrial Services, The conversion resulted in
2 loss of R12m in the financial year to December,

compared :061{36111 153? 1}3&%q 74
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Competition Board suspends investigation until new Act is passed

Reprieve

CHRISTO VOLSCHENK
ECONOMICS EDITOR

Cape Town — The Competition
Board had put its investigation
into the liguor industry and the
affairs of the KWV on hold until
the new Liquor Act had been
passed, Lourens Jonker, the
chairman of KWV, said at the
body’s annual general meeting
yesterday.

“The new Liguor Act would
possibly contain guidelines and
prescriptions regarding cotmpe-
tition which could affect the out-
come of the investigation,” he
said.

In the meantime, KWV had
appointed expert legal counsel
to prepare its submission to the
Competition Board.

The department of trade and
industry was putting the final
touches to a new liquor bill
which would outlaw vertical in-
tegration in the industry with a
three-tier licencing system.

The new legislation could
make an investigation into pos-
sible monopolistic behaviour by
big players in the industry su-
perfluous.

Jonker also told farmers at
the meeting that the opportuni-
ty for former members of KWV
to take up shares in KWV after
it had converted to a company
had lapsed on April 23.

About 14 million shares
were not taken up by qualifying
non-members who have now
forfeited their right to purchase
shares.

for the llquor industry

er i) 204198

oy

; (Z WINE.

GOOD SPIRITS Willem Barnard, left, the KWV managing director,

and Lourens Jonker, the KWV chairman PHOTO ANDREW BROWN
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E)@se duty angers farmers

INE
WINE -farmers were fu- .
rious about the high ex-
cise duty on netural Winé.
which has increased

" 250% ‘sinée 1992, farm-' "

ers said at.the KWV an- .
nual general meeting in
Paarl yesterday.

- Chairman_ Lourens,
Jonker said "the KWV
was surprised and disap-
pointed by govemment’
mcreases in excise on
vine products. He said a
KWV, -delegation was

ment but the budget did-
not reflect KW V’s pomts
of view. .

] “These ‘increases will
glow down growth in the
industry, which employs

215 000 people. It may

also cripple .the indus-
try’s ablﬁty to finance
empowerment projects,”
Jonker said.. ‘
“Furthermore, it may :

have a negative effecton .

government income and’
»4i ’a

sales of wine products, 2

well recelved by go %O i-n ,Ihewarned —8Sapa. ,‘
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into the liquor industry un-
til the new Liquor Act has

been published,
This week, the Department of

HE Competition Board will
suspend its investigation

+ Trade and Industry told Parlia-

ment it would go ahead with the
controversial Liquor Bill, which
will affect a number of major in-
dustry players who are vertically
integrated, The major objection to
the new Bill is its introduction of a
three-tier system which does not
allow vertical integration between
producers, wholesalers and retail-
ers, Many liquor companies are in-
volved in two or more of these ac-
Hvities, and say they will find it
difficult to separate them.

Alistair Ruiters, the depart-
ment's chief director responsible
for the Bill, told parliament it

would go ahead, but did not in- -

dicate how flexible the Bill would
be with regard to this threetier
system. -

The Liquor Bill, increased co

have put a damper on the wine and s

KWV chairman Lourens Jonker
said at the company’s AGM this

week the Competition Board inves.

tigation was still pending, but
agreement had been reached with
the- board that no submission
would be made until the new
Liquor Act had been published,

“Considering that the new Act
will possibly determine guidelines
and prescriptions regarding com-
petition, the investigation wilt.he
meaningful only after it has been
passed.” :

by negotlations with the Depart-
ment of Agriculture, which result-
ed in the September decision to
transform from a co-operativeto a
company, a move which was
achieved in December. The nego-
tiations also led to agreement on a

m.%@ﬂ
Wine Industry Trust, which woul
be concerned with future regula-
ton of the industry.

The industry experienced short-
ages during the year, and on a few
occasions it was necessary to im-
port spirits. “When focusing on the

- domestic situation, we have a mar-

ket requirement of approximately
wo.EE_o: __nmﬂ. .mwm.__mwnmm_ SE.W in-

ustry supplies s ess than
half the market requirement. A rel-
atively bad crop in the most im-

- . . portant supply districts added fur-
Jonker said 1997 was dominated

ther pressure in 1997."

: He sald there was tough com-

petition, and KWV had to fight
against decreasing prices, partic-
ularly from Argentinian products.
He sald 1998 production and trans-
ferred stocks from 1997 had been

sold out.

BT

Us

mpetition from imports and higher excise duty
» writes MARCIA KLEIN

m New bill leaves industry with a three-tier hangover

WINE
Itis expected the 1998 wine crop ted~to.bring government's in-
of 914-million litres will be about wwm:mWeE exciseand VAT on wine
9.3% smaller than the 1997 crop.  grapes to over R2billion, while
“Another very interesting trend  wine producers’ total income will

is the increase in volume of cer-

tiffied wine.”

Currently 123-millign litres of

wine are certified, compared with
8%-million in 1995 and 36-million in
1950. Expressed another way, last
year 22% of the total good-wine
production was certified, against
18% in 1995 and 10% in 1990. This
means the Wine of Origin system
adds a lot of value,

' Commenting on excise Increas-
es in the latest budget, Jonker satd
the budget did not reflect the
points of view of the KWV dele-
gatlon which-met the Department
of Finance in Jannary. L

The latest increases were ex-

amotnt to about R1.45-billion.
Jonker sald the increases will

slow down growth in the industry, -

which employs 215 600 people. It
may _EB_WE. its ability to finance
empowerment projects and havea

negative effect on government in-

come and wine product sales.

He said it was “incomprehensi-
ble that this natural agricultural
product, with proven health ben-
efits enjoyed with moderate con-
sumption, is targeted year after
year for higher excise duty, which
may seriously harm the economic

positdon of thé wine producer”.

Since 1992, excise on natural wine
has increased 259%.

* KWV¥s LOURENS JONKER

\i.




Rosy future for red wine farmers

Louise Cook J

THE outlook for SA’s quality red wine
remained positive for the foreseeable
future despite extensive new plantings
of premium red wine cultivars in Aus-
tralia, Argentina and Chile and a 24%
increase in California production last
year, stakeholders said yesterday.

CGoue Vallei Wines at Citrusdal,
packed by KWV, dismissed industry
fears that the SA market, which has
experienced a growth spurt in the past
four years, would face a surplus of pre-
miumred winesinafewyears. -

A KWV spokesman said prices for
the sought-after red wines were likely
to move sideways eventually, but there
was no likely threat of overproduction
in the next 10 years. “KWV is aware of
the increases in the hectares planted
under quality red wines elsewhere in
the world, but this has been taken into

accountin the company’s projections.”

Coue Vallei Wines GM Jean Naude
said indications were that in the mar-
kets of the east, such as China, new
wine drinkers tended to move into red
wines quicker than consumers else-
where in the world. This opened “enor-
mous” opportunities for producers.

Normally first-time wine drinkers
started on sweet whites and went
through a relatively predictable cycle
of trying out different types of wine be-
fore getting to premium reds.

“SA’s production of red wines was
only 15% of total local production. At
present world production is 50/50 for
white and red, but demand is swinging
towards 80% red and 40% white.”

In SA plantings of shiraz cultivars
shot up by 400% from 64ha five years
ago to 282ha last year. Gultivars of
pinotage went up to 533ha last year
compared with 158ha in 1923.




!.I’QUID SHARES Jannie Nel, group legal adviser of KWV (left ot back), Rob Hender—
son, resident director of PSG Securities (right at back) and Burger Dreyer, trader at PSG
Securities (frovit) celebrate the first frade yesterday of KWV’s ordinary cluss A shares in
the over-the-counter market established by PSG Securities ( % ) ﬁci%a anw BROWN

KWV class A

CHRISTO VOLSCHENK
ECONOMICS EDITOR

Cape Town — KWV Group’s
ordinary class A share price
jumped all over the place on
low volumes on the first day
of the share’s over-the-
counter trading yesterday.

A total of 386 million ordi-
nary class A shares had been
issued. PSG Securities, ap-
pointed by KWV to establish
and regulate an over-the-
counter market for KWV
ordinary class A shares, had
earlier suggested the shares
should open between R2 and
R3. It labelled them “a buy”
below R2 per share.

WINE
PSG sa.ld the shares
could be worth up to R5 each

should the liguid stock be
included in the finanecial
statements in line with stan-
dard accounting practice.

The share price, however,
never looked likely to reach
the level of R2 placed on the
ordinary class A shares by
PSG Asset Management a
few weeks ago, It started out
at R1,50 and promptly
dropped to R1,15 before re-
covering to R1,50 later in the
day. 170 000 shares fraded
hands in an undisclosed
number of deals.

Rob Henderson, resident
director of PSG Securities —

flckle debut

the broking arm of PSG
Asset Management — said a
“lot of interest” was
expressed in the shares, and
the first day’s trading was “in
line with expectations”.

He said a numberof re-
tired wine farmers who quat-
ified for shares wanted to sell
them, which turned trade in
favour of buyers on the first
day. The shares can only be
sold to members of the KWV
{wine producers), non mem-
bers who qualified for shéfe,s
(retired wine farmers) and
employees of the KWV,

KWV’s ordinary shares
closed 20c lower at R14,70 on
the JSE vesterday.




Red Chmese are chasm fter (iur reds

DAN SIMON

IS the world clamouring for all
the quality wine South Africa can
produce?

Apparently so, but South
Africa seems to be having prob-
lems keeping up with supply and
demand, particularly for red wine
exports to the People’s Republic
of China.

This is according to the Stel-
lenbosch-based Cape Wine and
Spirit Institute (CWSI), which dis-
closed yesterday that South
African suppliers were battling to
meet the “big volume” orders

o a9ds|4as

from Chma where drinking red
wine has become fashicnable.

CWSI administrative manager
Andries van Tonder said: “South
Africa cannot always meet their
orders and suppliers
end up going for other
niche markets that
they can easily serve.”

South Africa, Van
Tonder said, was now
exporting about 12 million cases
of wine a year — up from the pal-
try 400 000 cases the industry
exported worldwide in 1990,

The UK still remained South
Africa’s main wine export market,

hotto
e

accounting for about 30% of total
annual sales. This was followed
by the Benelux countries and
Germany and Africa. US demand
was still low.

Graham de Villiers,
the newly appointed
chairman of the SA
Wine and Spirit
Exporte:rz’ Association
(Sawsea), »aid recent
media reports that wine exports
had started to slow were
"uIltIuE”.

Exports to the UK market
alone, he said, had climbed by 9%
over the past year to more than

me

4,1 million cases, which account-
ed for close to 6% of UK wine
sales.

He said the association was
about to play a more active role in
building the international image
of South Africa as a quality wine
producer.

“Sawsea has already taken
steps that will lead to a doubling
of its budget for export promo-
tion before the end of this year. In
addition, plans are well advanced
for the Wines of South Africa
office in London to be reorgan-
ised to accommodate the in-
creased activity.”
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Fmal draft of L1 0
LYNDA LoxTton )” b 4@ I .

PARAMENTARY CORRESPONDENT

Cape Town — The final draft of
the controversial Liquor Bill
made concessions to wine farms
but would result in unbundling
by iarge corporations, mainly to
black empowerment groups, Alec
Erwin, the trade and industry
minister, said yesterday.

Unveiling the final draft of
the bill approved by Cabinet yes-
terday, Erwin thanked the liquor
industry for its “very construc-
tive” contribution.

“We are not going to please
everybody, bui I am pleased to say
that in our interaction with the
industry ... there seems to be a
high degree of acceptance that
this now is a workable and far
better body of legislation than
what we had before,” he said.

The bill still separates manu-
facturers, wholesalers and retail-
ers of liquor, but allows for four

PLEASED AS PUNCH Alec
Erwin, the trade and industry
‘minister, yesterday

PHOIO: ANDREW BROWN

categories of retailers to cater for
wine farms or small-scale brew-
ers who sell their own wine for
consumption on or off their
premises, and for special events.

Erwin admitted the new regu-
lations could result in the sale of
certain assets by large corpora-
tions such as SAB.

10 Bill

Bl yreiled

“But it fure to specu-
late on that because the indusiry
must make a range of choices. We
have had eonstruetive discussions
with all the major suppliers
around empowerment initiatives
and where they could assist them
enter the industry”

In a concession to large manu-
facturers, licences for manufac-
turing and wholesaling would be
issued at a national level, while
retail licences would still be dealt
with provincially,

-Large supermarkets would
continue to be restricted to wine
sales, while Sunday liquor sales
would be allowed subject to local
authority conditions.

The laws would be enforced
by a new unified inspectorate in
the department of trade and in-
dustry It would cover gambling,
lottertes, consumer affairs, com-
petition policy and liguor.

£1 Business Waich, Page 2
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SA holds its own in alobal wine industry

Perer GALL

outh Africa has never been a

strong threat to the US wine

industry: it produces much
less wine and caters more to the
local and European markets. But
the local industry is increasingly be-
coming a global player, seriously
competing with the US and other
major, wing-produeing countries for
a share of the lucrative internation-
al export market.

KWV, the co-operative, is still
updating its statistics for last year
But the latest figures show South
Africa is making great sirides in
exports since its years of interna-
tional isolation due to sanctions.

KWV says total wine exports last
year surged to nearly 12,3 million
cases, or 110,56 million litres, from
an esfimated 11,1 million cases, or
99,9 million litres, in 1996,

Lourens Jonker, the KWV chair-
man, said in the last annual report
that the estimaied foreign currency
earned from the 1996 sales was about
- R550 million.

.“Literally hundreds of South
African wines are, for example,
available on the shelves in the Unit-
ed Kingdom,” Jonker said.

“South African wines are export-
ed to almost 60 countries, with the
European Union being the single
largest client. At present, exports
amount to about 15 percent of the
country’s natural wine produetion.”

South Africa is competing head-
on with the US for market share in
the UK, which remains the largest

*

market for
Californian
wines.

UsS ex-
ports to the
UK last year
jumped
33 percent to
$108 million.
US produ-
cers em-
barked on an
active drive
to boost ex-
ports, despite
stiff interna-
tional trade
barriers.

US wine
exports,
90 percent
from Califor-
nia, grew
30 percent. Total US wine exports
for the year are estimated at 227 mil-
lion litres and are expected to earn
the industry $425 miliion.

Gladys Horiuchi, the commun-
ications manager at the San Fran-
cisco-based Wine Institute, says
vintners are predicting continued
increases for this year in light of the
record 1997 wine crop, with export
revenue rising above $500 million
for the first time.

While the South African
industry is far smaller than its US
counterpart, it is far more efficient
in terms of its size. South Africahas
just over 1percents of the world’s
vineyards and ranks 20th in terms
of global area under vines.

=vCpr) w =g

But it is the seventh largest wine
producer, accounting for about
3 percent of total giobal production.

The US owns about 6 percent of
the world’s vineyards (ranked fifth),
yet produces just 6,2 percent of total
global producticn.

South African wine production
amounted to 901,18 million litres
last year, slightly lower than the
§09,54 million litres of 1996. And
KWV expects the 1998 grape harvest
to equal 1957’s 1,12 million tons and
the 1,14 million tons in 1996.

. The board recently said: “Har-
vesting of grapes has begun in most
districts, and early indications are
that the grapes are of excellent
quality This promises a good wine

GCwoine

harvest”,
Given
that viticul-
ture con-
tributes
80 percent of
the total in-
come from
horticulture
in the West-
ern Cape, it
is an active
economic
contributor
to the region,
even before
considering
the economic
benefits from
tourism and
related
industries.
This con-
tribution translates into growing
profitability for the local industry.
KWV figures show producers
earned R1,46 billion (R1,23 billion)
from the 1997 wine crop of about
901,17 million litres (909,54 million).
The government gets more than
its fair share, with its emphasis on
“sin taxes”.
Consider that total revenue
received by the state from wine
products was R1,81 billion last year
compared to produce income of
R1,46 billion, and R1,61 billion in
1996 compared with income to
producers of R1,23 billion.
All that from a country that has
just 103000 hectares of land under
vines, with nearly 5000 wine

producers, some 66 co-operative cel-
lars, 91 estate wineries and more
than 100 private cellars.

The industry employs about
50 000 people, comprising some 4 646
farmers, 3 000 co-op cellar staff and
42 000 farm labourers.

By comparison, figures from the
Wine Institute show California has
680 commercial wineries which culti-
vate 403800 acres of wine grapes,
generate 112 000 full-time jobs and
about 50 000 part-time jobs during
harvest, and rank among the state’s
top 10 agricultural products.

Each year about 2,5 million
people visit California’s wine areas,
generating more than $300 million
in sales for restaurants, hotels and
other retail establishments,

Last year was a superb year for
California wine producers. This
year is expected to be on a par. The
industry contributed an estimated
$10,9 billion in economic activity to
California last year, and pumped
more than $335 million into state
and local coffers from sales, excise,
income and property tax revenues.

Prospects for growth in both the
TS and South African markets
remain positive. Consumer demand
is on the rise and export markets are
waiting be expanded or tapped.

And the South African industry,
which for so many years was denied
access to the global market, can now
clearly hold its own in that fiercely
competitive arena.

O Peter Galli is a freelance writer
based in San Francisco
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Exports priced in foreign currencies profit

ae
BOBRBY JORDAN

R APE wine farmer Etienne

_" de Beer can't believe his

N bank balance. The more

the rand plummets the more his
_account fills up with earnings.
+  Last week he made a R54 000

-

vproflt without squeezmg a
grape

‘ON THE RAND WAGON: Overseas demand for Western Cape wines has risen since the sharp fluctuations

Jin the exchange rate
L

2

The key to his success, he ex-
plains, is wine exports.

Farmers like him sell thou-
sands of cases of wine — priced
in foreign currency — to over-
seas buyers. By the time the
cheque arrives, the price tag is
worth tens of thousands more in
rands because of the currency’s
rapid decline.

“We are benefiting dramatical-
- ly,” De Beer said this week.

| export alot to the Dutch and
we are getting a lot more rands
for our guilders.”

The rand's sudden fail had
been a rude awakening for those
farmers who had chosen not to
quote their wme pnces in foreign
currency.’

“A lot- of people are crying
now. They lost out,” De Beer
sald '

L CIt's clear that the exchange

Picture: JACK LESTRADE

rate can only decrease against
other major currencies, so it
would be stupid to quote prices
in anything eise.”

Orders from overseas buyers
improved in inverse proportion
to the strength of the currency,
De Beer said.

' Some estates' sales orders had
improved since the latest curren-

«cy fluctuation.

- Bernard Fontannaz, of Savisa
wine farm in Paarl said a
plummeting rand gave
South African produce a
competitive advantage.

. “It’s a bit early to notice
any major shifts, but a
weak rand often increas-
es our exports,” Fontan-
naz said, adding that re-
cent wine sales figures
looked healthy.

Last year, 4,1-millicn
cases of natural wine
were exporied, compared
with 3,6-million cases in
1996.

A weak rand also meant
more tourists would ar-
rive to sample wines at
Cape wine estates, said
Peter Gebler of Neeth-
lingshof.

“It doesn’t cost a Swiss
that much to come over
here for a couple of
weeks, particularly when
the rand is low — and dur-
ing that time, we hope,
buy a few cases of wine.”

FE
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FrANGOISE BOTHA

Cape Town — South African wine
exporters bucked the prophesied
downturn and posted a 35 percent
inerease in bottled wine exports
aver the five months to May on the
strength of a surge of orders from
new foreign markets,

Figures released late last week
by the South African Wine and
Spirit Exporters’ Association
{Sawsea) showed that from Janu-

. ary to May, bottled white wine
.exports increased by 22 percent
| “year on year and bottled red wine

exports surged by 55 percent year
on year. .

“If the honeymoon was over,
then we could assume from these
figures that we were starting a solid
relationship,” quipped Graham de
Villiers, the chairman of Sawsea.

“We are seeing that a lot of the
current growth is taking place in
new markets, with inroads being
made into the US and strong
growth from Holland and the
Benelux countries. Orders from
Germany are also starting to play a
more significant role, and there is
... a fair amount going to the East.”

h g
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De Villiers said this develop-
ment was exciting because these
were all relatively new markets for
South Africa. As our wines became
“better known, export growth
would gather pace”, he said.

More good news was that the
increase in bulk wine exports was
showing considerable signs of
slowing, posting only a 12 percent
gain over the period.

Wines which were exported in
bulik and bottled overseas were usu-
ally cheaper, higher-volume wines,
De Villiers said.

He said the value end of the

wine exporters

market wag starting to grow in
hard currency terms. )

“Exporters are earning higher
revenues because of the drop in the
rand. Some foreign buyers are
pushing for preducers to reduce
their prices in the wake of the de-
valuation of the rand,” he said.

However, most would not do
this, he added.

“By far the majority are main-
taining their hard currency prices
because of the impact on the price
of imported components like
corks, barrels and cellar equip-
ment,” said De Villiers.
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ort and sherry

lEuro-sp'eak imperils SA
2 WINE

CHrISTO VOLSCHENK

Cape Town — The European
Union (EU) had stepped up its
drive to bar South Africa from
using the words “port” and “sher-
ry” on South African vine prod-
ucts sold anywhere in the world —
even in South Africa, a source in
the wine indusiry said yesterday.

If the EU wins the sole rights
to the worldwide use of the
words, there would be extensive
damage to the R700-million-a-year
local sherry and port industry.

The source, a member of the
South African team of negotia-
tors for a wine and spirits agree-
ment with the EU, asked not to be
named. He said the EU said, at
the recent round of hegotiations,
it would push for a worldwide
ban on the marketing of port and
sherry by South Africa, :

* The demand was resisted by

er (W) 1|7 98

the South African negotiators,
and the issue would be on the
agenda at the next round of nego-
tiations in September.

The source said the govern-
ment seemed determined not to
give in to the EU demand since up
to 4000 jobs in rural areas and
another 2000 jobs in secondary
industries would be threatened.

In response, Danny-Boy
Masemola, a spokesman for the
Food and Allied Workers’ Union,
said the EU should not be aliowed
to “strip South Africa from mar-
kets in which major investments
had been made over many years
and on which jobs depended”.

In 1969 a British high court
ruled South Africa could use the
words “port” and “sherry” on
products sold in the EU, but when
Pertugal and Spain joined the EUJ
the European Commission over-
ruled the decision and barred

South Africa from marketing
port and sherry in the EU.

South African port and sherry
was exported to other countries,
and these markets were now
under-attack, the source said.

South African negotiators
resisted the demand. on the
grounds that South Africa had
acquired rights in the words over
centuries of marketing port and
sherry abroad, A KWV spokesman
said these rights were protected by
the agreement on trade-related
intellectual property rights signed
by the EU and South Africa.

Carel Nel, the South Afriean
Port Producers’ Association
spokesman, said producers would
be deprived of a right established
over 200 years. Local producers
had “gone out of their way” to
avoid confusion by labelling their
products South African port and
South African sherry
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INew wine from donated _m:o_ Bm__

ARG 37

oém taxman

BLACKMAN HGORD
STAFF ReroTER

It was a great vmmmEE_m for the
-new Nelson’s Creek wing label,

New Beginnings. . P, |

First, farmer Allan'N elson, the !
.man who gave his farm workers 10ha
of land on which to grow wine, heard
‘the announcement he had been wait-
ing for from the Government: there
was going to be a donations tax
exemption for those who donated

L_ME§o<mw__wrvwmmeM% M0moﬁme% in o new
.terms of the Land Reform Pro- , : :

| gramme, " B beginnings
?|.. Then the 16 shareholders of the - T 1998

mﬂmE Begin wine oozmoﬁqm -one

FRILESSURCE

classic dry red

MADEN VINTAGE

CEDY, MATURED AND BOTTLED
Y TRE NEW SOLTIH AFRICA

“R197 000 Government subsidy to
| Which the workers were entitled in
{" terms of its first-time house-buyers’

- scheme,

i Andthe Klein Begin wine collec-

- tive poured its wines, a dry white and
¢ adry red, under the New Beginnings
2 " label at Nelson’s Creek, near Welling-

= ton yesterday.

» The first bottle of wine was pre-

IS

; sented to Mr Hanekom, who pro-
nounced it “excellent”.

Mr Hanekom told Mr Nelson and
* members of the wine collective that
the donations tax exeinption had

-been negotiated with the Minister of

‘Fruit of our labour: Em.osmmé_ label an
the New Beginnings wine bottle

Finance and the South African Rey-

“A clause has been added to the
Tax Laws Amendment Act, which
provides for an exemption from dona-
tions tax where full osﬁmﬂ.waw in
immovable property is acquired by
any cmﬁmmoﬂmsq entitled to a grant or
service in terms of the Land Reform

Programme. The elause will be effec-
tivefrom April 27 1994, and is applica-
bleonly to immovable property.”

Mr Hanekom also said his depart-
ment would help train the sharehold-
ers of the New Beginnings wine label.

enie Services. . Cheers! Derek Hanekom, centre, toasts the New Beginnings wine label with two members of the Klein Begin wine collective

“We have a facility within the
department where those in need of
the training will be taken care of.
This department has assisted this
project with financial back-up needed
to carry it forward.

ROY WIGLEY

“The Government doesn’t have a
lot of financial resources. We need
E&Smcmw to help others S_E what
they can.”

Mr Nelson praised Mr Hanekom
as “aman of vision”.
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Fi'shihungry EU blackmails

he Cap pe Wine industry

AL;‘Z[?/

TWEET GAINSBOROUGH-WARING

Outrage is growmg over the sus-
pected “blackmail” tactics being
used by Spain and Portugal to
extort fishing rights from South
Africa, . Ty LR

The Spamsh ahd Portuguese
are apparently using . the
unrelated issue of Cape wine
exports as a bargaining tool to get
their hands on the fish i in South
Aﬁ'1can waters, .

- The European Union, negotiat-
ing on behalf of Spain and Portu-
gal, is demanding that South
Africa stop using the names

“port” and “sherry” for local forti-
fied wines, even though Cape .
wines have borne these labels for
two centuries and they have
become household names here.

they would e prepared to let
South Africa continue using the
names “port” and “sherry” - if
t.hey were granted a “ooncession”
giving them fishing rights in
South Afr1can waters asa trade—

NIAY,

™ \5

INE

Spanishlay ¢laim to the term
“sherry”, which is named after the
Jerezregion of Spain, while the Por-
tuguese claim the right to “po
wine, named after the northern city
of Oporto in Portugal.

South Africa’s wine and fishing
industries say the two issues are
totally unrelated.

- ifthe port and sherry labels are
‘banned for use here, it could hit

" the Cape wine industry hard:
‘these wines make up 8% of South
Africa’s wine exports.

.. The EU is negotiating a new
“trade deal with South Africa on

behalf of all EU members, includ-
“ing Spain and Portugal, which
“have long been seekmg to extend
“their fishihg fleet in the South
Atlantic, whlch has rlch fish

N respurces.
i'The Europeans reportedly say

‘The KWV, representmg the
“South African wine industry, says
“the EU appears to have picked
oh South Africa and ignored other

" wine-producing countries such as
the United States and Australia.

Monde Mayekiso, chief director

" negotiating fishing rlghts on
© ‘behalfofits members. - ;

_ the EU's view that we should not

in South Afncan waters.”

Mr Mayekiso said agreements
in the 1970s allowing these coun-
tries to fish in South African
waters had fallen away. ;

A member of the EU delegatlon B
in South Africa said discussions E
were being held on an agreement [
on wine and spirits, which would g
include the ban on the use of the g
tems “port,! and “Shen'y". . N 1

He confirmed the EUwas also §

“In the context of these dmcus-
sions, members of the unioncan @
give mandates for negotiating spe- ¥
cial agreements,” hesaid. =~ - B

. A spokesman for the Food and 3
Allied Workers’ Union, Danny-
Boy Masemola, said: “We reject

use the terms port and sherry, but £
to ban the terms locally would be ¥
torubsalt inthewound.” - :

- Mr Masemola said the Western
Cape had produced sherry and g
port for the past 200 years.

He said banning the names §

off. e - of Sea Fisheries, said: “The Euro- would havea crlpplmg eﬁ'ect on ‘.::
"So far, the South Afrlcans have pean Union is putting pressure on )
told them tojump intheocean. - . 'South Africa to get fishingrights To page 2 B
- T
‘ i
FI'OITI puge 1 A0 uclng

' the local ihdustry: Up to 4 000 Jobs'
could belost in rural areas and 2000
in secondary 1ndustr1es -such as: o
marketingand sales, he sald 4,

Carel Nel, chal.rman of the South-
Afriean Port Producers’ Associa- -

tion, said the issue of the poit and

| sherry labels should be treated asa

separate 1ssue from the is
rights, - &

“The terms have been in use m

South Africa for 200 years;” he. sald

wines.

Mr Nel said the terms W 6e
__ARlT A

‘ countrles such as Australia, Cana-
-da and the United States.

. ‘A spokesman for the KWV co-
operative said the local wine indus-

“Hry would put up a fight to retain the
. names, especially because they had

been used for the past 200 years.
~But Vaughan Johnson, a Water-
front Wme retaller has joined the

-I-Ie belleves the names “port”. and
‘sherry” should be dropped and the

- local products should develop the:lr
They had come to denote styles 6f+»

own identity “prov1d1ng the wine-
producing world is similarly
‘restricted and treated equally”.

/98
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firmed .on Friday that SA’s use of the.

)i

Louise Coo N. E
PRETORIA™SA would not give up its
right to use the words “sherry” and
“nort” for SA wine products, despite
claims by Spain and Portugal that they
were the world’s only authentic pro-
ducers of port and sherry, a local wine

industry official said at the weekend.
Eurolpean Commission economic
or Leonidas Tezapsidis con-

words. was being challenged in-nego- .

tiations between SA and the commis-

sion on a wine and spirits agreement,, ' .

: The commission wanted SA fo drop=-
the use of the words, even inside the

country. The European Union (EU)
wanted the sole rights to the worldwide
use of the words in terms of an intel-
lectual property rights arrangement.
Soutces said Portugal claimed au-

‘the products in the EU..

portin astorr;blq(){%]]%%els |

valley in of a Portugnuese
town Porto and Spain claimed the
same about sherry from Jerez, a village
in southern Spain., They said SA had
no less of a legitimate claim, having
produced port and sherry since 1795,
mainly for the British market.

Until Portugal and Spain joined the
EUin 1973, SA used the words on prod-
ucts sold in the EU. Since then, the
commission has barred SA from selling

AL

Reacting to the furore from thg sev-

‘enth annual port festival in the Karoo

town of Calitzdorp, SA Port Producers’
Association spokesman Boet Nel said
the SA wine industry would be “dev-
astated” if the right was lost. ‘
The Food and Allied Workeis’
Union warned that the loss of the right
would threaten 4 000 jobs in Tural ar-
eas and another 2 000 jobs in sec-

thentic port originated from the Duoro  ondary industriesin SA.
I
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BOLAND WINES could soon carry a mark certi

e B

_ DECLARATION AIMED AT ACCORD

Ng:

they are produced on farms that follow acceptable-fabour |
-, practices. Special Assighments Team ROGER FRIEI?MAN

.1 @nd BENNY GOOL report.

o E stand-off between labour
I and management at the Fran-
schhoek wine farm Plaisir de
1» Merle — where a strike by most of
3« the workers enters its fourth week
- today — is the type of unpleasant
situation that parties to last week’s
. Winelands Declaration seek to
. avoid,
The declaration was adopted at
a conference at Stellenbosch Uni-
o} Versity Jast weekend by the farmers’
5 Organisation Agriculture Western
t+ Cape, labour unions and associa-
r;, tions, non-governmental organisa-
 tions, community-based organisa-
.. tions, government departments
. and academics,
. ANCMP Rob Davies said yester-
; day that conference organisers
1, would meet late this week to devise
a process that would eventually lead
to implementing the declaration.
st By then, the bruising Plaisir de

¥

f
L

- TOO LITTLE: Elizabeth Fortuin, whose 28-year martiage is under threat
 because she is on strike while her hushand continues to work, shows

a second farm in the Nederburg
stable, Groenhof, sheuld be over. |

ANC MP Ben Turok, who is
medijating between Stellenbosch
Farmers’ Winery and the African
Wood and Allied Workers’ Union,
satd yesterday he would invite both
parties to Parliament today to
thrash out their differences.

Seventy-seven of Plaisir de
Merle's 123 workers were demand-
ing a 14% wage increase, while the
employeér was offering 12%. “1 am
hopeful that we will be able to arrive
ata compromise,” Turok said,

But while the two percent gap
might not appear ipsurmountable,
the wourds and broken trust will
take a long time to heal.

On Friday, 'management
obtained a Labour Court inferdict
ordering the striking workers to stop |
intimidating scab workers brought

iR 5,

" what she thinks of the employer's offer of a 12% wage increase.

Merle wage disputé,lnow affecting

¢ e TR

into replace theniyand to stop

interfering with tourists and would-
be wine-buyers visiting the farm.
The workers angrily denied yes-
-terday that they had intimidated
anybody. :
Farm manager Freddie le Roux
declineéd to speak to the press.
Shop-steward Colin van der
Westhuizen said most of the work-
ers eatned about R120 a week. The
union was. demanding more

-because “salaries are very low”.

While the farm was profitable; its
income was not being fairly shared
with its workers. ‘

Van der Westhuizen said the
strike was hurting workers, who
were last paid three weeks ago. “We
are surviving by sharing the little
we have,” he said,

The strike is also driving families
apart. Elizabeth Fortuin, who has
worked in the Plaisir de Merle vine-
yatds for 28 years, is on strike, Her
husband, Jan Fortuin, is working.

“We are no longer sleeping in
the same room,” she said. “I am
sleeping with the children. He says

the house is his and I must find _

somewhere else to stay.”

The fact that the “contract
workers” brought in to replace
those on strike are hlack, not
coloured, has added to the tension.
“They get drunk at night, then
they come and thréaten our peo-
ple. They have no respect for our
people. When our people drink
they are peaceful,” Van der West-
huizen said.

The Winelands Declaration
commits the industry to fair wages

_ determined by free collective bar-

gairning, adequate housing, health
Care, access to education, improved
living conditions and increased
employment.

It also commits the industry to
promoting gender equity, support-
ing efforts to create more equitabie
and representative ownership of
the industry, promoting security
on farms and addressing social
problems -— especially alcoholism
and alcohol abuse,

It states: “We acknowledge that
addressing abuses that occur in our
industry is the responsibility of atl
of us. Where abuses and violations
occur they threaten the reputation
of the industry as a whole. We
therefore commit ourselves to
strive to create a new dispensation
in which our customers can be
assured that our labels are a guaran-
tee of acceptable labour practices,

“In particular we will work-
together to devise monitoring and
regulatory procedures that will
allow the awarding of a recognised
mark to producers that will guaran-
tee purchasers that the wine they
buy originates from farms where
minimum standards prevail.”




Port makers

“genting more " than
“90% of SA. port Pro-
ducers, would resist
: ’a.ny move by the Eu-~
rapean Union (EW) to
force the local indus-
try.to do away with
“the use: of the word

products. B
The'’ Eu.ropea.n Commas—
sion: Was t:rymg to se:
Jeuré’ ‘the-use- of the
Word “port” for Por-
- tizguese producers on--
ly and the word “sher-
’ rl{” for’ producers’ in
-the’ Jerez - valley in
. southernSpam T

challengmg ~SA’s
: nght touse the names

< yying - and | 8 yiTits

- dgreement ° yeing
" thrashed out’ between
i SAandtheEU. |-

The ‘niegotiations, iere

" ‘et o’ Tesumé “next

© - mionth . and formed
gart “of "the planned
A-EU: - free ' trade
' agreement. v

However, the Port Asso-
.ciation said that SA
‘had produced port for
the past 190 years
‘and sales of R500m
and ‘at least 2 000 lo-
iital jobs were at stake.

. Theire was no way the
“hame ‘of the product
could be changed, the
“association said, ’

“We have gone'out of our;
way to avoid. -any con-
fusmn betweenn Por-
tuguese and SA port.

“cate that the origin of
"the product is the
‘Cape and all labels
clearly read ‘Pro-
.duced and bottled in
. -‘\SA’ We are trying to
gt up an internation-
il forum to ‘address
research and market-

Assomatmn, " T8) re-

“port” “on port— tyh\

| The: comnnssmn “was |

+ in negotxatlons on 4 |

members indi- |

| ing of port.”

SA was not the only port

producer under pres-
sure from the com-
misgion to drop the
word port. A source

. mclose to the EU-SA ne-

cpotiations said Aus-

“tralia, the US and
Canada were in vari-
ous stages of negotia-
tions with: the com-
mission on the issue.

However, the SA associ-

ation said the com-
mission was getting
nowhere and roduc-
ers like California
and Australia were
going ahead with the
uge of the word.

The EU wanted SA to

scrap the words, eyen
- inside the country.”
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Cape Town — Stellenbosch Farm-
ers’ Winery (SFW), the wine and
spirit producer, felt the brunt of
its capital expenditure pro-
gramme in the year to June 30,
resulting in a 20,6 percent slide in
attributable income to R107,7 mil-
lion, Frans Stroebel, the manag-
ing director, said at the weekend.

Stroebel said the group, which
is also a wholesaler,  made
substantial investments in
computer facilities to ensure
operating systems were in line
with international standards,

These investments were
financed through. increased
borrowings, resulting in higher
financmg costs which reduced
pre-tax income by 19,5 percent to
R167,7 million,

“We are confident that our
mvestments ina ,computerlsed

MH--{",“" w

Computer b]]ls s(‘ip SF

ing system will result in cost
savings throughout the group,”
Stroebel said.

“These benefits will only flow
through in future years,”

Headline earnings a share
were 17 percent lower at 73,7c.
But the company managed to
keep its final dividend at 2%¢ a
share, lifting the total dividend
3 percent to 80c a share,

Stroebel said the drop in con-

sumer spendlng, particularly .

sinee the beginning of the year,
was felt in a shift from higher
margin to lower margin prod-
ucts. Among these, the group’s
aleoholic fruit beverage products
performed well,

The group’s growth prospects
for the coming financial year
were positive despite slower
consumer spending,

“Concerted efforts to redice

mcome

s[as ESwoine

costs and improve overall efficien-
cies will keep SFW on track for
long-term growth,” Stroebel said.

The company also expected
its offshore expansion pro-
gramme to propel growth in the
export market,

In March this year, SFW
amnounced it had joined forces
with Maluti Foods & Beverages to
develop a R30'million new wine
farm, the first significant black
empowerment deal in the South
African wine industry

Executives said a 975-hectare
farm had been bought for
Ri5 million near Darling, on the
Cape West Coast, for the joint
venture, which would be known
as Papkuilsfontein Vineyards.

The share price was uniraded
on the JSE on Friday from its
previous close of R3,90. The share
is near its year low, after reaching
a high of R9,10 in January,
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FrANGOISE BOTHA

Cape Town — South African wine
exporters bucked the prophesied
downturn and posted a 35 percent
inerease in bottled wine exports
aver the five months to May on the
strength of a surge of orders from
new foreign markets,

Figures released late last week
by the South African Wine and
Spirit Exporters’ Association
{Sawsea) showed that from Janu-

. ary to May, bottled white wine
.exports increased by 22 percent
| “year on year and bottled red wine

exports surged by 55 percent year
on year. .

“If the honeymoon was over,
then we could assume from these
figures that we were starting a solid
relationship,” quipped Graham de
Villiers, the chairman of Sawsea.

“We are seeing that a lot of the
current growth is taking place in
new markets, with inroads being
made into the US and strong
growth from Holland and the
Benelux countries. Orders from
Germany are also starting to play a
more significant role, and there is
... a fair amount going to the East.”

h g
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De Villiers said this develop-
ment was exciting because these
were all relatively new markets for
South Africa. As our wines became
“better known, export growth
would gather pace”, he said.

More good news was that the
increase in bulk wine exports was
showing considerable signs of
slowing, posting only a 12 percent
gain over the period.

Wines which were exported in
bulik and bottled overseas were usu-
ally cheaper, higher-volume wines,
De Villiers said.

He said the value end of the

wine exporters

market wag starting to grow in
hard currency terms. )

“Exporters are earning higher
revenues because of the drop in the
rand. Some foreign buyers are
pushing for preducers to reduce
their prices in the wake of the de-
valuation of the rand,” he said.

However, most would not do
this, he added.

“By far the majority are main-
taining their hard currency prices
because of the impact on the price
of imported components like
corks, barrels and cellar equip-
ment,” said De Villiers.

T
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CAPE TOWN ‘— SA wine exporters
bucked the expected downturn and
posted- a 35% increase in bottled wine
exports over the five months to the end
of May.

Figures released by the SA Wine
and Spirit Exporters’ Association show
that from January to May bottled
white wine exports increased 22%
while'bottled red wine exports surged
55% year on year., ’

“If the honeymoon is over, we can
assume from these figures that we are
starting a good and adult relation-
ship,” said tlgle association’s chairman,
Graham de Villiers, “What we are see-
ing now is a phase of steady sales,
which is very encouraging.”

He said a lot of the growth was tak-
ing place in new markets, with inroads
being made into the US and strong
growth coming from the Benelux coun-
tries. Orders from Germany were also
starting to play a more significant role
and a fair amount was going to the
east. “These are all relatively new mar-
kets for SA and as our wines become
better known, so the export growth will
gather momentum,” De Villiers said.

- He ‘said the increase in bulk wine
exports was showing considerable
signs of slowing; posting only a 12%
gain‘over the five-month period.

“There are some foreign buyers who

‘Bottled wine exporis
show g heady inc

CEE&SC Y

are pushing for produce¥s to reduce
their prices in the wake of the deval-
uation of the rand, but most will not do
s0. By far the majority are maintaining
their hard currency prices because of
the impact on the price of imported
components like corks, barrels and cel-
lar equipment,”

SK wine exports to the UK in-
creased by 9% in volume terms last
year on top of the 48,6% and 29,5% in-
creases recorded over the previous two
years. Total growth in wine exports to
the end of May stood at 22%.

. Meanwhile, the KWV said yester-
day the total SA wine harvest for the
1997/98 season was slightly lighter
than the previous two seasons, in spite
of the hectares under vine increasing
over the past three years.
is season’s smaller harvest can
be attributed to climatic conditions
duringthe ripening stage. -
However, KWV said, more good
wine was made from the crop com-
pared with last year. The problem was
that sales had not come up to expec-
tation and according to estimates,
there would be 14,7-million litres more
good wine at the end of January. next
 year than was anticipated, ‘
' Should . weather conditions play
along, the possibility of a record 1999
crop was also in the offing. — Sapa.




- 7 sald this. ‘week  new fore1gn markets
« thirsty for the country’s wine had led to-
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* a 35\percent surge in export growth in

the Tirst five monttis of 1998,
- South African wirie exporrs hav
. growni - innew . markets in Asia, ;h
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| Equity Bill prompts KW
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KWV; which represents most of the Westing
Cape's wine fariers; is taking the Equity Bill
to heart, making its premises more accessible.
to its disabled employees, .

Nosey Pieterse, a KWV industrial rélations
specialist, said; “No companies we eontacted

.did anything. We were frustrated. We are the

pioneers - there is so much other companies

“| canlearn fromus.”

When the KWV received the resulis of the
NEAP audit, it was amazed at the changes
required on the premises.

“They actually alerted us to how blind and "

s disabled employees

. deaFwe were, For exampis We hat
~deaf people will not be able to hiéar

L

-had to make. But it was done from our side ~ it

. Actess paths, Dpassages and stairs to make them
- -convenient for petple in wheelchairs,

- bound empioyees can reach them,

V tooffera 'handf

. WINE 2

Pieterse said. , “ b o
The KWV's Henry Hopkins said: « & were
quite amazed at the 'numbe_r of refinemenis we

was our inifiative}
He said KWv2s

A

i$t facility had for some
0 the disabled, “but we
SLobyiuslylook further now”, -

- EWVisaid itwill improve parking bays,

Lift buttons will be Iowered so wheelchair.

The KWV will also restructure itstoilets to
accommodate wheelchairs.
Following the first workplace evaluation by
» another report will be compiled by the
Institute of the Blind and the Deaf next week,
The institute will sort out problems such as
how deaf workers notice sirens. KWv may
install ﬂashing‘li'ghts instead. -
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. and spirit glant KWV with court acti _
if an- agreernent was nat reached SooM,
-on setting up a new industry trust. -

B B - ‘
AGRICULTURE Minister  Derek
Hanekom yesterday thteatened wine

“It has to-happen in the next tWO_

/ with olirtaetion.”.

blocking KWV’s ’application to

¢ becomeacompany ottt

Under the accord, a wine- mdustry
trust -was to be established which would .
lnvest in research and. devclopmcnt,
export promotion and, in easing the, .

weeks,” Hanekom told a parliamentary %ic;n:ry of black farmers into the-industryg..:

news bneﬁng' “1f theré is ho agree-
meri,  the matter will. have to be
referred to coyrt.”

Hanekom last year mgned an' agree-
ment with KWV — which for decades
had been ihe statutory regulator of the
wine industry —
cooperaﬂve ‘to convert into a publlc
company. This ended a legal dispute in
which Hanekom obtamed a court ordey

g

to allow the former

anckom said at the time, that among;
other things, some of the,assets which;

% would be distributed to shareholdersa
 rightfully belonged to the state. ;.

KWV would pay nearly. R500,fmll-
lion into the trust over 10 years and*a new
board would take over its reghlatory,

functions. Wine exports. have soared

since 1994, Last year, they surged by 10.

percent to 110.6 million litres. 7 Reuters. -
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AND Marc Hasenryss

Cape Town — KWV, the wine and
spirits company, and Derek
Hanekom, the minister of agricul-
ture and land affairs, are at logger-
heads again with a showdown in
courtintheoffing. .-
Hanekom yesterday gave KWV 3
two-week ultimatum to implement
the terms of the oui-of-court settle-

the way for the wine and spirits co-

about which aspects of the setile
ment had not been implemented,

er happy with progress made”,

“The bottom line is that some-
thing has to happen in the next two
weeks or we will refer the matter to
court,” he added. .

Henry Hopkins, the spokesman

plexed by Hanekom’s statements,
“We were in contact with the min-
ister’s representatives Yesterday and
they said nothing about this. We've
also been trying for two weeks to get
hold of the minister” .
Initially, the government had
. opposed KWVs attempt to register
» 88 a company on the basis that it had
been set up as a co-operative with
state fimds, The government initially

g
R

R T S
by .
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ment reached last year, which paved’
oOperative to register as acompany, -
Although deciining to give details * -

Hanekom said he was “not altogeth-

for KWV, said the company was per-

ULTIMATUM Derek
Hanekom, the
minister of

- agriculture and land
affairs, has given
KWV a forinight to *
register asa ., :
company. Hanekom
argues this step is

 necessary to improve
the competitiveness of
South African wines
and spirits inan
ever-more

Y demanding -

| * export market

At
e

,.{. C ‘ o
18 (7)) WNINE A
demanded R800 million of KWV’s
assets, but the out-of-court settle-
ment resulted in KWV agreeing to

pay R477 million over the next 10
years to a wine industry trust.

~ The trust would be used to devel-

.0p the wine industry by researching
Hew plants, training farmworkers
and assisting new farniers to start
wine farms, - :

" Hopkins stressed that KWV was
keen to resolve the current stalemate
with the minister; as well as see the

: _implementaﬁ_on of the trust as soon

as possible, - - .

‘" “We are not stalling the process
and are willing to honour our part of
the deal. But the trust or section 21
company must first be set up, and we
are not clear who is responsible for
doing this.” R

- Wine industry sources
that the implementation of the trust
had been delayed as the minister and
KWV still could not find common
ground on the features of the trust,

“There are some complex issues
at stake here,” a source said,

- Hanekom said wine production
was “very competitive”, and South
African farmers faced stiff competi-
tion from countries such as the Us,
France, Ttaly, Argentina and Chile,

He stressed that the establigh-
ment of the wine industry trust was
essential to give the country a com-
petitive edge.
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Hanekom threatens to take KWV
to court over

“

TWEET GAINSBOROUGH-WARING "~

Agriculture Minister Derek
Hanekom has warned that he is
considering taking KWV to court

if the company continues to delay -

establishing a trust fund for the
wine industry.

KWV agreed to pay R477-mil-
lion into the trust over the next 10
years. But Mr Hanekom said he
was unhappy with the delay in
reaching agreement on the finer
details of setting up the trust.

He has threatened the wine
giant with legal action if an agree-
ment is not reached in two weeks.
Mr Hanekom said he was willing
{0 go to court if the deadline was
notmet. .

But Willem Barnard, a KWV
director, said the original terms of

TP gy g TR Ly

P

i mRG A[d
tiie agréement had been substan-
tially changed.

Mr Barnard said: “The KWV
hag indicated it would be flexible,
but we want to thrash the changes
out in detail.”

He said attempts to arrange a
meeting with Mr Hanekom two
weeks ago had failed.

Mr Hanekom said earlier that
the changes involved-the compo-
sition, powers and functions of
the legal entity that would be the
recipient of the money, and who

- should be responsiblefor collect-

ing the levies.

The amount of R477-million is
to be paid into the fund by the
KWV over 10 years. Money will be
raised through special levies on
former co-operative members and
from profits.

At g et

trust fund delay
[ﬁMrgB n@ol? [S':itE da

Argus that in view of the substan-

-tial changes to the original agree-

ment the KWV had felt progress
in negotiations was indeed heing
made.

Negotiations have heen held
between a commities set ip by Mr
Hanekom and the KWV, ,

The establishment of a trust
fund for the industry was pro-
posed last year after the KWV, a
co-operative, decided to convert o
acompany.

Funds from the trust will be
used for the benefit of the wine
industry, including research and

‘plant development.

Money will also be used to sup-
port social programmes such as
black empowerment, training
and joint ventures.
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Discussions are ‘suspended’, not ended

KU, SA trade
talks smk on

Wmes lS sue@

AN Hla a8 5

JOHN Fraser

Brussels — Desperate eff'o'rie are
being made to salvage crucial

trade talks between the European ..

Union (EU) and South Africa,

after the shock suspension of ne-
gotiations at the end of last week. -

Unofficial contacts were con-

tinuing between EU and South -
African officials last night, with .
" 'side had never expected a final

the aim of resuiming negotiations

in Pretoria sometime next week. .
It had been hoped that nego- =~

tiators from both sides could
have achieved a long-awaited
breakthrough on Friday in the
21st round of the marathon EU-
8A discussions, which were
launched three years ago. .

. However, it became clear to
both sides that there was little

point in proceeding with the meet-
ing, and the last formal session

was held on Thursday evening,
with the talks ending a day early.
Discussions collapsed after

the EU side insisted on substan-’

tial progress on a wines and spir-
its accord, which is not part of the
main negotiations on establish-
ing a free trade area, but which is
being negotiated in parallel.

The aim of this wines and
spirits accord is to set rules on
cellar practices, the content of
wines and on the names by which
both sides can market their wines.

An EU insistence that South
Afriean producers cease {o use
the terms *“port” and “sherry” to
describe their fortified wines,
something which South Africa is
most reluctant to do, is at the
heart of these discussions.

EU officials say they were sur-
prised and upset at the failure of
the South African side to negoti-
ate seriously during two days of
discussions on wines and spirits,

g

whlch were held on Monday and
Tuesday last week, in advance of
the main trade talks.

. Indeed, there was a sense of

‘anger when EU officials learnt

that instead of staying on stand-
by, the South African team of
wine and spirit experts flew back

.home on Tuesday night.

. Philip Lowe, the EU’s chief
negotiator, said on Friday that his

conclusion .to the talks. He
believed a decision about the nam-
ing of port and sherry was impos-
sible at official level, and would
need to be taken by ministers.

However, he was clearly
annoyed that the-discussions had
riot even “identified the main ele-
ments of a final agreement”.

Because there was no progress
on wines and spirits, the EU side
decided to postpone its final offer
on access for South African farm
products to the EU market, which
could have paved the way for the
breakthrough.

Indeed, Elias Links, South
Africa’s chief negotiator, said on
Friday he had started the week

“very confident that this would

be the last round”.

“South Africa rejects any link-
age between progress in trade
talks and movement on wines
and spirits. So, while there was
some progress in discussions on
trade in industrial goeds, it was
clear from phone contacts on Fri-
day morning that there was no
point in carrying on with the for-
mal negotiations, as there was no

.immediate chance of a deal.

Both sides insist that the dis-
cussions are suspended, rather
than ended, and efforts wiil be
made this week to set a date for
renewed contacts. — Indepen-
dent Foreign Service .
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Louise C Brussels said grand cru was on an “ex-
W}A’E + "tensive list of ferms and trade names” |
PRETORIA ™ The trademark dispute -to be negotiated when talks between |
on wines between SA and the Euro-  the two regions resumed.
pean Union could widen to includethe  About 40 Western Cape wine es-
trade name “grand cre”, which ac-  tates produce grand eru wine.
counts for nearly half of the country’a:cs. Bellingham Hstate marketing di-
locally soid dry white wines. - rector Jacques. Roux said it was un-
- Grand cru reportedly has been tar- aware of the latest development, whick
geted along with “port” and “sherry”in  would affect at least 1 000 labels on the
| negotiations in the EU-SA wine and domestic market, “Ft would be a dis.-
8pirits agreement, " .asterif we have to serap the name, For
Attempis to establish precisely  us (at the estate) it hag strong conng-

what requirements the EU would lay tations to origin and locality,”
down failed esterday, but a sonrce

who returned from the trade talks in & ZQ /q /ngU-SAtalks:Pages

EU adds ¢ g(r d cru’ to its SA hit list
% _

——




Tug of war
Louise Cook

SPAIN’s bid to win the sole right
to use the name “sherry” was vital
to that country, but negotiations
to break the tug of war between
SA and Spain were continuing,
Spanish Secretary of State for
Trade and Tourism Elena
Pisonero said in Pretoria yester-
day. “For us it is a very essential
issue, as it is for you;” she said.
The divide between SA and
Spain on the sherry issue, as well
as moves by Spain to gain entry to

£

s fishing waters via the SA-Eu-
ropean Union free trade negotia-
tions, brought down the lagt round
of talks with the EU in Brussels

just as the two regio: ’085 8 were
to be finalised. ?% n‘l! Igél
8A walked 6ut of the nl -

tions when the EU, acting on be-
half of Spain and Portugal, insist-
ed that surrender its right to
use the names “sherry” and %qurt”
and accepted the terms of a fishi

agreement which would have

boosted European countries’ ac-
cess tolocal waters.

‘ences on

.%g ain over ‘sherry’ continues

Addressin% a media briefing at
the signing of an investment pro-
tection agreement between SA
and Spain in Pretoria yesterday,
Trade and Industry Minister Alec
Erwin said SA wanted no link be-
tween the EU-SA free-irade
agreement and the fishing, wine
and Bsirits agreements, which
covered those sectors separately.

. “There are not major differ-
the agreement as a
whole. The negotiators will con-
tinue to make offers irrespective

" of positions the countries hold.”
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Hanekom and KWV reach a
L | '@mvs_.. T PR

RONNIE MORRIS

Cape Town — Derek Hanekom, the
minister of agriculture and land
affairs, has reached agreement
with KWV after two weeks of
intense negotiations and does not
intend to take the wine and spirits
company to court.

Hanekom recently intimated
he would take KWV to court be-
cause of alleged delays in the.sot-
ting up of a wine indusiry trust,

_Hanekom s&id yesterday an

i+ M0St issues, but there were still
j*4'some unresolved concerns which
“ needed to be finalised.

tion o litigation, for the ourt to
makeadeciston.” © . .

agreement had been reacheti-on'  week theifion

“I beliéve it is possible that we
could reach an agreement qq;jcg .
soon on these issues, and fofs thigti 1
reason I am not referring’ B,
ter to court,” he said, )

Hanekom said
threaten to take K
to sue them.

“I said that if
an agreement w1}

would refer the,

{5

A KWV, shokesmanisaid last .

h &S 'ﬁ‘m =y o

: '8 corinitmenty  asg
to reach a4 Titonithe wine.
industry i Hin.

ished in th

reement
&/00/92

The company has been in-

volved in%negotiations with
e Hanekom’steam for the past year.
+ KWV's latest proposals have

‘ ?ﬁﬁ%,government had initially

o oo

Passed on to the minister’s
and we await the minister's
ion,” the spokesman said.

B KWVS attempt to register
fipatiy on the grounds that

h erliset up as a co-operative

ihidd)
With{$iat funds,

va*At ‘the outset, the government
démanded R800 million of KWV's

s but in an out-of court settle-

Hgnt KWV agreed to pay R477 mil-
‘Jigh into a wine industry trust
- &oyér the next 10 years.
i
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not sink trade talks with the ELT.

EU talks ‘won't drown

LTIOR) 7/70/78

THABO SHILO

BUSINESS EDITOR

Johannesburg — The stale-
mate in free trade talks be-
tween South Africa 'and the
European Union (EU) was
“not a major breakdown”,
Alec Erwin, the minister of

trade and industry, said yes-

terday.

“I am confident this agret,L
ment will proceed. Relations he-
tween South Africa and the EU
do not centre on port. It cannot
be the end of negotiations and
should not be,” Erwin told irter-
national businessmen attend-
ing the sixth South African In-
ternational Trade Exhibition
(Saitex '98), which opened yes-
terday.

The talks reached a stale-

mate recently over the EU’
demand that South Africa stop

‘using the words “port” and

“sherry” for its products.

Erwin said South Africa
was “not a place for those who
want to have a quiet sleep”,
but a vibrant place grappling
with many problems and enot-
mous challenges.,

“Our challenge is to ...
make the South African econo-
my compete with the best in
the world,” said Erwin. But
“the world economy is moving
against us”, he warned.

He said the government’s
basic strategy was to work
with Iabour, business and the
community to meet the im-
mense developmental chal-
lenges facing the country.

. Stewart Patterson, the presi-

dent o e“ﬁtwatersrandAgn
culiural Society, said this year’s
show, at the Expo Centre in Jo-
hannesburg, was the biggest
yet, with 790 company represen-
tatives from 40 countries.

The People’s Republic of
China, represented for the first
time, is the biggest exhibitor,
with 470 representatives from
230 companies.

Liu Fugui, the vice-chair-
man of the China Couneil for
the Promotion of International
Trade, said that the establish-
ment of full diplomatic rela-
tions between China and South
Africa this year marked a new
era of co-operation between
the two nations.

Trade between Souih
African and China amounts to
$1,6 billion.




Hanekom will

Louise Co:

DURBAN — Land and Agricul-
ture Minister Derek Hanekom
vowed yesterday to fight Euro-
gean Union (EU) demands that

A should give up the right to use
the names port and sherry.

Government. and the wine in-
dustry would ward off any such
demands, he gaid.

Addressing the SA Agricultur-
al Union (SAAU) &ongress, Hane-
kom said that the port and sherry
sectors in SA were worth between
R700m and R800m in turnover a
year. The names were part and
parcel of SA’s tradition and were
not associated locally with geo-
gra‘gll‘rﬁcal locations.

ade and Industry Minister
Alec Erwin and I feel very strongly
about the terms of the wine and
spirits agreement — the demands
by ;he EU are unreasonable,” he
said.

SA has been locked in a battle
with Spain and Portugal over the

ZAINEF

use of the names for locally pro-
duced port and sherry, which
comes up in a separate agreement
on wine and spirits between SA
and the EU. Other names such as
grand cru are also affected. -
Last month, the EU refused to
submit an imxroved agricultural
offer unless SA agreed to give up
the right to use the names. The
move threatened to scugper 21

rounds of negotiations between
SA and the EU on a planned free
trade agreement.

Hanekom alse hit out onece
again at the EIPs lucrative subsi-
dies paid to European farmers,
saying this meant they were effec-
tively public servants farming for
their governments. L

The subsidies damaged the de-

velopment of domestic production

and :gznbably the key problem”
was t they limited export op-
portunities to world markets.
“Markets are virtually closed
due to the glut of products coming
in from Europe — this makes it

Tt L

;gort’ rights

very difficuit for countries like SA
togetin,

“We are prepared to grant lim-
ited tariff protection on some farm
products where it is justified —
this does not mean that SA is fol-
lowing projectionist policies.”

] vice-president Japie
Grobler said the World Trade Or-
ganisation was forced to devise

, rules for a more equal trading en-
vironment between nations, but
developing countries needed to ex-
pand their export markets,

“We cannot afford to fall behind

_in seeking improved market ac-

cess for exports as it is very dif-
ficult to catch uJ) once you've fallen
behind,” he said.

. -. On upcoming EU/SA negotia-

‘tions, he asked for a mandate to
demand from EU negotiators that

. subsidies be” reduced before SA

lowered any tariffs.

SA should also insist on im-
proved market access in Europe,
g:aul;tictﬂarly for products e

it, vegetables and canned fruit.
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could be a deadlock over representa- .
tion on the trust, with the minister’s
team wanting a ma_]onty on the hoard:"

* However, this could not be confirmed.
Wi k wthe efu.nds unless it -

Last year,' Hanekom opposed
KWV's apphcatlon in the Cape High -
Court to switch to a company, arguing .
that some of its assets had been built
up through statutory powers given to -
KWV in terms of the Wine and Spirits -
Act. These powers have shifted to the -

© 'Wine and Spirits Control Board.
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and spirits.
W CONTROL: Rembrandr-kwv Investmen
60%; SAB, 30%,
. Year to Juns 30 I
Debt:equity ratio - =  — 03
. - Int & leasing cover 367 263 37 14
s . Return on cap (%) 168 171 188 197
: Turnover {Rbn) 125 153 178 192 |.
: Pre-int margin (%) 135 134 139 147 |
Earnings (c) 7.8 935 1126 1255 |
. Dividends (c} 4% 59 66 67
J Tangible NAV (¢) - 420 482 516 576

I-iquor is not the road to riches it once
was. Most retailers are no more than
marginally profitable. Distillers’ 50% hold-
\ ing in Western Province Cellars produced

‘ dividends of only R0,36m. Distillers’ 8,1%
annual growth in earnings since 1992
reflects equally tough conditions at pro-
ducer level,

In total, the liquor industry experienced
: a no-growth year as economic pressures
i and Excise duties took their toll. Distiliers
fared well, increasing its brandy, white |'
spirits and wine market shares. I

Deterforating conditions caused turnover |}
- growth to slow to 6,9% in the second half ;
of financial 1998 compared to 9,5% during
the first six months, Operating margin, pre-
depreciation, remained steady at 13,5%,

As a major brandy producer, Distillers
faces maturation lead times of three to five
‘ years, Strong growth necessitated heavy
f investment in maturation stocks and
equipment. Financial manager Wim Bier-
man notes this was the main reason for a
22%/year increase in inventory levels
since 1994. This reversed the strong net
cash flow patterns of earlier years. Total
net cash outflow of R417m over the past
two years moved the company into a net
R275m borrowed position during the sec-
ond half of financial 1998.

Bierman sees a slowing in the inventory )
build-up this year, particularly with sales !
volumes declining. A return to positive net !
. cash flows is vital. Failing this, year-end |
net borrowings indicate a 150% increase in
interest payments at current rates. Other
things being equal, the negative impact on
‘ €arnings would be about 11%,

) I's not going to be an easy year. A p:e of
‘ 4 and a dividend yield of 13,5% speak for
themselves, Statford Thomas




STELLENBOSCH FARMERS WINERY

OVER AN INTEREST
RATE BARREL

B ACTIVITIES: Producer and wholesaler of
wine, spirits and other beverages.
W CONTROL: Rembrandt-KWV Investments,

; , 30%.
EGiNe,
'Bar to June 30 '95 ‘| 97 ‘98

Deht:equity ratio — — 013 0,43
Int & leasing cover 34 60 96 7
Return on cap (%) 118 161 153 143
Turnover {Rbn) 144 177 202 219
Pre-int margin (%) 7,6 58 87 8,7
Earnings (c) 418 722 831 737
Dividends (c) 160 260 290 30,0
Tangible NAY (c) 370 428 489 546

b 17198
D Frans Stroebel ur‘ns thza situation

up aptly. In nine years with SEW, the
past six months were the “most difticult I
have experienced”.

Overall market share was held at the
cost of reduced margins as consumers
shifted to lower-margin products. The im-
pact was severe. A 16% trading profit
improvement at the interim stage reversed
into a 28% fall in the second six months.
Margins fell from 12,1% to 8,3%.

Spirits and fortified wines suffered the
most. Gross income, 36% of SFW's total,
fell 11%. Income from SA wine sales, 33%
of the total, fell 4%.

Much hyped exports contributed only
5,6% of income, 6% up on 1997. Shortages
of red cultivars restricted volumes, a prob-
lem that costly developments such as Pap-
kuilsfontein will solve in years to come.

A bright spot was 14% growth in al-
coholic fruit beverages (AFB). Fruit juices,
also a strong growth sector, improved
earnings by 36%. These divisions con-
tribute about 25% of gross income.

SFW's five-year production upgrade has
pushed funding requirements to R329m
over the past two years. Borrowings have
increased from R17m to R339m in the
process. Commitments for financial 1999
are R113m, compared to net operating
cash flow of R20m in 1998.

SFW has made minimal investment in
new maturation stocks compared to Dis-
tillers, its focus being more on wine and
AFBs. For both companies, profit rewards
of heavy investments lie a few yeats away.

SFW’s debt burden and capital expen-
diture at a time of weak demand gives rise
to concern in the short term. This is
reflected in the 3,7 p:e, which is likely to
prove historic. Stafford Thomas
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OMPANIES & MARKETS

Savanha falls short of forecast

Samantha Sharpe ? W NE ture, espécialiy in the areas of finance,
g sales and general management, which
CAPE TOWN — Independent wine was needed as a platform for growth,

company Savanha has fallen short ofits ~ had taken their toll on the bottom line in
initial prelisting forecasts, with maiden the short-term.

headline earnings for the year to July at However, Knox said last year’s stock
| 0,44¢ ashare from a pro forma 2,99¢, - levels were already being depleted with
Given that the group was formed the infrastructure investment likely to
onlyin August last year —itlistedinthe  return Savanha to levels of profitability
de\@ppment sector of the outlined in the prelisting statement.
Johannesburg Stock Exchange last Although the “honeymoon” period
i Degéinber — comparative figures were for SA wines was beginning to wane,
restated to cover the 12-month Savanha's strong brand positioning and
reporting period. economies of scale meant it was one of

Inline with the terms of the prelisting ,, ‘the few exporters able to meet the
statenient, no dividend was declared, U\demands of both major European and
with't_htle] ﬁ]rsizz ((}ili)\aidend tobe paidinthe \SA r%tallsrs. q rati thoth th
year to July . w “Continued penetration of bo e

‘Group chairman Graham Knox said \intemational and local markets in the
despite significant growth levels in the {)Qnext three years will set us on theroad
period under review, the slow take-off ofa\to solid profit performance,” Knox :.;aid.
prergserved wines for the UK and Ofthe year under review, he sat
accompanying increase in stock levels Q Savanha had made significant progress
and finance costs had had a negative in developing its vineyard operation to
effect on profit. : Q\ securea l];ngg-term su};)ply olt)premium

Also, heavy investment in infrastruc-  quality varietals.

cagn ey .
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- SA to back doWii

onport and sherry
Tmconen D 2[H[98 ng%% b T

; : happy with the: EU’s agricuitural
VIENNA —SAis preparing to concede to  subsidies in terms of its common agricul-
the use of the terms “port” and “sherry” tural policy and whatever the outcome of
for export products in exchange for in-  the EU-SA trade pact, would continue to
creased agricultural quotas as a way of oppose these subsidies as part of the
breaking the impasse in its stalled trade  Cairns group of countries which are push- -
talks with the European Union (EU). = - ingfor global free tiade in agriculture, - ‘
Agriculture Minister Derek Hanekom ™" .- He said there Was no. doubt that the
said yesterday that after a period of de- “EU's extensive trade subsidies distorted
spondency over EU “obstructiveness” in  trade between SA and the EU. 5A has a By
the negotlations, both sides were increas- RI7bn annual trade deficit withtheFU. !
ingly optimistic that the conclusion of the . The problem witli the side agreement’
pactcouldbeathand. - "0 D7 on'wine and spirits was that the EUmade :.I
On the eve of the Southern Africaii De~ “no offers, but had laid dowr only-condi- "
velopment Community '(SADC) confer- tions, some of which went further than
ence with the EU, Hanekom said he could . the World Trade Organisation’s Tripps
not divulgedetailsofanimpasse-breaking - agreement, Hanekom said. A Wk o
package that was negotiated recently be- : However SA's- exports’ ‘of*port and S
tween EU commissioner Joao de Deus Pin- .sherry were small and “significant” gains - ., .

heiroand Trade Minister Alec Erwin, were possible even with small improve- . -
Pinheiro sought agreement from the ments to the tariff environment. =~

EU last week to negotiate a compromise . Hanekom said he would use the oppor- i

agreement with senior EU bodies without _ tunity provided by the SADC-EU ministe- 7"

publicly disclosingitsterms, = ¥ ** - - -/ pja] conference to iobby in favour of grant-

However it is understood that the ba- . Ing SA additional concessions and for the -
sis of the deal Is that SA will make limited conclision ofthetradepact. =~ ** % - - -
concessions regarding the trademark is- . Meanwhile, Foreign Affairs Mtnister A}
sues holding up the wine and- spirits - fred Nzo sought'to dispel the concerns of
agreement in exchange for increased quo-  other SADC member states about the'con- -
tas of agricultural products, - .. . - sequences of the trade pact, saying that

In terms of the deal, SA would phase ' even as it engaged in ‘bilateral - negotia- :
out the terms “port” and “sherry” over- tions, it had not' and would not lbs'eslfsght ’ i
five to seven years on its export products, “-ofregional CONCErns, fin % 1eriy e
but would continue to use the teyms.in- 4’ Opposition to the EU-SA tradéfackhas
ternally. The term “grand cne”, along with... - emerged from SADC members whosé'rep-

ather terms, is alsovégarded by the EU as * - Tesehtatives have argued that as regional

atrademarkdispute!~ .eeny .. _organisations, the EU’s e:”:'fém"ér‘i‘elaﬂons

In exchange; SA was pressing the EUto -  'should focus oh the SADGRihErthaiivn a -
increase quotas on other agriculfural - “single membBer state of thi rganisatioi,
products so that they matched the exist- - - Nzosaid SA's mem| ip ofthe SADC

ing level of exports to European.coun- ~ did not exclude it forgin'ﬁijgigﬁéral"rela-
tries. Priority products -include fruit, * tions, which were also purstied by other
canned fruit, maize starch and wine, . - - SADCmember states, ~2%¢% M i
D . oo, L o REER 4 el i
¢ e LR ]
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KWYV, govt set to sign
'deal on industry trust

D Elnlag  ( : )
Pact should t\and v}rangle between Ha

Loulse Cook

PRF.TORIA — KWV and government .

~ are set to sign a deal — possibly be- -
fore yearend — that will see be-

. tween R350m and R400m being in-
vested in a wine industry trust over

- the next 10 years, ending a proiract-
- ed legal wrangle between Land and
- Agriculture Minister Derek Hanekom
and the wine export company. :

The two parties have been locked

in a battle over KWV's assets being |
transferred to a company after the
KWV’s conversion. to a company
~..from awine co-operative,:"1 . ro
% The parties reached an out-of-
. +¢ourt settlement at the beginning of
the year after a forensic audit of
KWV's assets. - The  former ,co-
-operal undertook as part of the .
- settlement to invest R470m in a trust
. to, among pther things, uplift previ-
ously disadvantaged communities in
- the wine Industry and support
emerging wine farmers.

¢ tions said on Tuesday that the lesser

amount agreed to in the deal was no

-.reduction or material.loss to the

© planned trust as certain “vaguely

specified services” proposed by

+ KWV had been taken out: of the equa-
tionaltogether. - .-

‘Referring to talk by other sources

of the deal being signed this vear, the

- source said that would depend on

. A source close:to_the negotia-_

“the resolutmn of certain details on
»"the future functioning of the wine in-
“dustry since KWV's statutory pow~
‘ers had been scrapped. -

. %.The trust was apparently to have
lieen ‘get up by September this year
_-in terms of the out-of-court settle-
" mént. However, imdustry sources

_ said at the time the detailed legal
“agreement at one stage got bogged
+ down on the number of trustees to
be appointed by the minister com-
pared with those appointed by KWV.

~'The source said the agreement
would provide for 13 trustees and

“*t“that Hanekom would have the rlght

toappolntseven AR VAL B
¥4 Previous Speculatlon ‘was that’
.wlne industry expert Michael Frid-
"-jhon would chair the trust, but this
: week no one was prepared 1o spec- |

* ulate on likely candidates for the po- -
’ sition. Sources preferred to wait for
“Hanekom's ‘decision, posslbly in.
Februarynextyear

Indications were that the deal
“would provide for a trust and two
nonprofit companies to be set up.
- One of the companies would be a .
business support operatiod’-Which:;’
would receive 55% of its money from
the trust, while the other nonprofit
enterprise would be a wine develop-
ment company which would get 45%
of its money from the trust.
The business support company

would be geared towards commer-

b

- not known.

mliekom and“e\f) ne d ifaﬁv

A TH AE N
cial tarmers taking care of research
technology transfer, generic exports

and promotions. Generic exports |
..would be a major component , with
.no less than 57% of the money for the

company likely to go to thls function,
thesourcesald, - -
« The wine development company

-would be directed at empowerment

of farm workers on wine farms and
support. for previously disadvan-
taged communities. -

5. -Altogether 43% of the develop-
ment company's funds would go to
settling new farmers in the wine in-
_-dustry and 41% would go to training
. and empowerment of farm workers.
,*»-The deal would most likely pro-
“vide for the remaining 16% to be
used for market support and surplus
removal schemes tor new farmers,
the source said.

i« The first payment into the
planned trust would probably be
made by January. However, the ini-
tial amount to be invested as part of
. the 10-year investment package was

’ coaﬁrmed that the
ould increase over time.

Soqrc
lr:-‘geptembei'. the delays in get-

tlng the trust off the ground prompt- | 4

ed Hanekom to cite arbitration as a
possible way forward, but sources
“‘frofi the two negotiating teams
" agreed there were no longer “insur-
“mountable” differences.

i
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'-Trade pact 'th réétene

Brussels A row over South
Africa’s right to sell its
fortified wines at home as
“port” and “sherry” is
threatening a vital trade deal
with the European Union.

The Europeans are demanding
that South African vintners should
stop using the hames sherry or
port for their fortlfled wines, say-
ing only Spain can produce wines
called sherry, and only the Por-
tuguese city of Oporto can label its
fortified wine as port.

After an appeal from President
Mandela fell on deaf ears at a meet-
ing of foreign ministers on Mon-
day, the issue will now go to the
Vienna summit of EU heads of gov-
ernment this weekend, '

.The wrangle isan embarrass-
ment: to the European Com:rmssmn
becﬁf & a deal was supposed to

ha\gﬁ been signed at the'Cardiff -

su:m.nut at the end of Britain’s pres-
1dency ofthe EU in June.
“Instead when Mr Mandela

arrived, he was promlsed an agree—
ment by autumn - a deadline
which has now been extended to
Christmas. In his plea to EU heads
of the government, Mr Mandela
argued: “South Africa’s economic
success is by no means guaranteed
and requires an immense effort”.

After a marathon four-year
negotiation the outline of a deal to
phase out duties on some 90% of
EU-South Africa trade, worth $19-
bn (R114-bn) a year, was thrashed
out last month at talks in Pretoria.

South Africa claims the terms
port and sherry have been in wide-
spread use for 300 years — but has
agreed to a compromise under
which it would stop using them on
exports to Europe and phase them
out over five to 10 years in other
foreign markets.

‘But South Africa insists it must
be allowed to continue marketing
fortified wines as port and sherry
for {he home market,

X“For the ordinary population

o by win

the agreement cannot be conc ud
ed by us surrendering the house-

. hold names in southern Africa of

our own port and sherry,” Mr
Mandela wrote in his letter.

The row is particularly embar-
rassing because of the small scale
of the trade involved.

Sales of South African “port”
and “sherry” are worth only about
R750-million, of which 13% comes
from exports.

One EU official said last week:
“We are talking about one of the
new democracies. They have
agreed to phase out the terms for
Europe. Are we going to resist for
such a petty reason?”

But others argue that the Euro-
peans have already made enough
compromises.

Spain, Italy and France fear
they will suffer from greater access
to South African agricultural prod-
ucts, including fruit and wine, to
the European market. — The Inde-
pendent, London

An!ne )




R C b R .
BoA alHelisub A Wb e Lt oA 4 alEhha g -

A’G@l@uuu@é" WiNE
199




m?’r‘ T

ers $

1 @!

JohnDiudly .5
.......................... .\'{.?a....m..‘sﬂ...xw‘i‘ﬁu;“.. g
THE Europeamﬁman, is offering up to $10m
in marketmg amfl technical assistance to SA”
wine producers; and té increase quotas of -
SA wines to the EU, as part of the fresh bid

aimed at resolving remaining hurdles to a :

bilateral free trade deal.

A senior EU official yesterday confirmed
the details of the EU’s proposal, which were
published in this week’s edition of the Fi-
nancial Mail, saying that the proposal, still
under consideration, had been flagged to
Pretoria officials.

It is also hoped the stalled talks could-

receive fresh impetus later this month
when SA politicians and EU executives at-
tend the World Economic Forum in Davos,
Switzerland. Jacques Santer, the president
of the European Commission, the EU's ex-
ecutive, is expected to attend the meeting.
The talks failed to reach finality last year

AN

names, PO pid sherry for its fortified
iney, Lhe EL Wan SA to stop using these
Herm$ e t5ivdRS well ¥domestic mar-
,l;ét's 3 etoria,on;the other hand, which
“saydtits prodiicers*have B g‘i‘ u‘ém the -
naffies for more than 100 years, waiits to
retain the terms both in its domestic mar-

ket as well as in the Southern African De-

velopment Community.

The latest plan, crystailised last month
in the corridors of the Vienna summit of EU
leaders, is designed to break the impasse
and enable the EU to meet its March dead-
line for the conclusion of the talks, which
already have missed a number of self-
imposed deadlines.

The $5m to $10m compensation, which
would help shore up the cost of marketing
alternative wine brands, underscores Brus-
sels’ determination to protect the two
names, The EU has scored some successes
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- Fuyttie 1Y understobd the EU is also
{)ffermg frésh concessions — including ei-
hersifetioving. import tariffs on SA wines
into the EU ltdgether or increasing wine
. quotas —to sweeten the proposal for SA.

Bahle Sibisi, the chief director for for-
eign trade relations at the trade and indus-
try department, said last night: “We have
yet to establish contact (with the EU) to
agree on the way forward.”

A Brussels observer warned yesterday
that further delays in wrapping the deal
could open the danger of it being scup-
pered by EU members who believed the
new proposals were top generous.

The deal will see the EU removing tarifis
on 95% worth of SA exports, while SA has
offered to liberalise on 86% worth of im-
ports from the EU.
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South Africa’s clash with Spain and
-Portugal over the: export of sherry and
port to the European; Union could be
over and a comprehenswe trade
agreement mth the EU is expected
within days. -

Senior South Afrlcan offlclals sald the
deadlock was broken by a tacit coridensus
— still to be formally worded and put to EU
governments— to shelve the dispute for a
decade

- Irr'the meantime, South- Africa would be
allowed to expart fortified winés under the
titles“sherry” and “port”. to the EU and
other countries, but in limited and possibly
diminishing quantities ~gsome officials
believe the 1998 export levels could be used
to set the ceiling — and the issue would be

reviewed during further negotiations, -

probably in 2010.

In exchange for agreemg to this compro-
mise, South Africa is understood to have
sought additional trade advantages for West-
ern-Cape fruit and wine exports to the EU,
although officials declined to reveal what
these mightbe.

The “sherry”and “port” proposal is prob-
ably the best deal South Africa could have
expected in the circumstances, and if it is
endorsed by all the EU governments — South
African officials say they believe it will be

willhe’ open for a historic trade-deal that
could form the foundation'of South Africa’s
economic growth in the néw millennitm.

“In the enid; it seerns, it was just too small
an issueto hold up what is a vast and excit-
ing opportumty for both sides,” sa1d an
official today. ‘

The EU’s: Gh19f negotlator w1th South

“Africa, Philip Lowe, who is the European

Commission’s director-general of develop-
ment, hinted at an impending breakthrough
last week when he told the European Parlia-
ment in Brussels: “The discussions have

- beenunder way singe June 1995 and it

should only be amatter of weeks ‘before they
are completed.”. .-

He added: “A great deal has already been
agreed, including anumber of sensitive
issues. A pelitical solution to those that
remain would appear to be possible.

“We are now poised for this important
agreement ,which will send a positive mes-
sage not just to South Africa and its neigh-
bours, but for the future of our trade rela-
tions with the African, Caribbean and
Pacific countries as well.”

Trade and Industry Minister Alec Erwin
is due in Europe for the Davos World Forum
atthe end of this week.

Also in attendance will be EU President
Jacques Sariter.

An agreement in principle is expected to

" befleshed out then.




Erwin and Pinheiro toast

Davos, Switzerland - South African
and European Union negotiators
yesterday announced they had final-
ly reached agreement on the out-
standing issues of a proposed SA-EU
free trade and development deal.

They declined to immediately
make public details of the compro-
mise reached.

The ouistanding issues were
resolved at a meeting between Trade
Minister Alec Erwin and EU com-
missioner Joae de Deus Pinheiro at
a two-hour meeting here, and now

the agreement has to be referred to
their principals for ratification.

Both men were confident that the
compromise reached was within the
mandate they had been given.

“T am very happy to say that today
we were able to breach some of the
gaps with some of the difficulties we
have had,” Mr Pinheiro said.

“As you know both of us will have
to report back to our magfers - Min-
ister Alec Erwin will have to report
back to the (South African) Cabinet,
I will have to report back to the

Council of Ministers in Eurape.

“But I think that the work we did
today is in compliance with the ori-
entations we got from our masters.

“T think that today we reached a
compromise, which as all compro-
mises have not left any one of us
happy, but we can live with it. That
is the spirit of compromise.”

Mr Erwin said the compromises
reached were acceptable to the
South African negotiators.

“I think in view of the sensitivities
for many people around these com-

ach __w agre
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promises we won't elaborate on  that agreement reached on
them a great deal now. the issue was complicated and had to
“1 think it would be fair to say that  beconsidered in its entirety.

as negotiators we have come to the
end of these very important negotia-
tions and hopefully these will be
sanctioned by the principals.”

Both sides had attempted to meet
each other half-way, Mr Erwin said.

He would not disclose whether
South Africa had backed down to EU
demands that South African wine
producers ceaseusing the brand
names port and sherry, saying only

It is expected that South Africa
will phase out use of the brand
names “port” and “sherry” and in
return the EU will increase the
quota of other wines South Africa
may export to the EUJ and make
funds available to market new
brands of fortified wines. ;

“1 think the best thing todo is to
drink some port and sherry in this
cold weather and we will make an

announcement about this later,” Mr
Erwin quipped.

Mr Pinheiro said many of the
issues discussed during the negotia-
tions would be covered in broader
trade negotiations to be conducted
by the World Trade Organisation.

“We tried to have an agreement
bearing in mind that in two years'
tinie things would be solved in a
more broad way, and that the (port
and sherry) issue would be part of
these broader negotiations.”

He felt it was unfortunate that the

negotiations had become stuck on
the port and sherry issue because
there were other parts of the agree-
ment which had far greater econom-
ic consequence.

Mr Erwin said both sides had
Emnm certain last-minute conces-
sions.

President Mandela was initially
expected to attend yesterday’s nego-
tiations but arrived too late - he was
unable to fly to Davos by helicopter
due to heavy snow, and had to drive
to the ski resort from Zurich. - Sapa

Aays pue uod
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Jim Johes

and John Dludiu

DAVOS-—S5A's port and sherry producers
will continue using these fortified wine
names for 12 years if a deal harnmered out
at the weekend by Trade and Industry
Minister Alec Erwin and European com-
missioner for development Joio de Deus
Pinheiro is endorsed by their principals.

It is understood that the key to the res-
olution of the port and sherry problem,
which was one of several matters delay-
ing the conclusion of trade negotiations

use fICP

with the European Union (EU), was agree- -

ment on its phrasing,

Erwin and Pinheiro would not divulge
details of their compromise until their
principals had seen and endorsed it. How-
ever, it is understood that while SA may
retain “port” and “sherry”, the arrange-
ment will be reviewed after 12 years.

The dispute arose from the EU's de-
mand that the terms be dropped by SA.

. The compromise has brought the two
stdes tantalisingly close to the conclusion
of four years' negotiations on a trade, de-
velopment and co-operation agreement.

The Financial Times reported on Sat-
urday that Erwin said: “With a bit of luck,
it’s an agreement.”

However, Eltie Links, SA"s ambassador
to the EU, said: “i's not over yet.” Erwin
and Pinheiro have to sell their compro-
mise to their principals. The SA cabinet is
expected to discuss it on Wednesday.

Pinheiro will brief his colleagues in the
commission, the EU's executive, on

ort’ a%sherry’

: OINE
Wednesday, while Philip Lowe, the direc-
tor-general for development at the com-
mission, is expected to brief EU member
states on the same day.

Pinheiro will also discuss the deal at
the meeting of EU foreign ministers on
February 22.

Links, SA's chief negotiator, praised
Erwin and Pinheiro for the compromise.
“It was very much a joint effort. At final
stages of the game, you cannot get every-
thing you want,” he said.

It is understood the compromise in-
cludes confirmation of a range of conces-
sions on the EU's part, such as better ac-

> pess to the EU for specified volumes of SA

wines, canned fruit and dairy products.

Wine industry expert Michael Fridjohn
speculated that the compromise would
be a satisfactory resolution if the SA wine
industry received real benefits for its vol-
untary derogation and the move did not
conféer more rights to the EU's wine pro-
ducers than those allowed under the
World Trade Organisation.

Daan Botha, chairman of the nationat
chamber of industry of the Afrikaanse
Handelsinstituut, said yesterday he was
“a bit worried” about deferred parts of the
agreement, such as the fisheries accord.

Apparently the fisheries talks, sus-
pended at 5A’s request to separate as-
pects of the talks, will resume in a year. It
seems the compromise also includes
agreement by the EU to relax restrictions
on $A’s trade in automotive components.

Comment: Page 9 |




* direct érketers, had won 1tsb1ggest:. i
Jexpcrt ‘order to' date and- ‘shipped
“R500 000 of wixed South African

wines to Switzerland, Colin Collard,

‘the founder and dlrectcr of the club,
- said yesterday

. -Tim! Hacker, a d1rector of the
company sa1d the-club i was on target
to achleve a tirnover of R30 million
for the year to February 28, which
was 15 percent higher than the previ-

S ous ‘firancisl year.,

- Collard said the comcany was the

'country s fourth biggest retailer of
1. wines and boasted a membership of
. 22000, arguably makmg it.the lead-

' ing direct marketer in the country:

"'r"Exports were looking exceeding’

buoyant with about 4 percent of the

|+ - cofnpany’s revenue commg from the
‘ UK market.. -

"' HacKer said membershlp Was ex-

"?-pected to increase to- at.least 26 000

- during the next finaneial. year and a

.- further. 16 percent 1ncrease in

turnover was expected. . . ,
" He snid exports, fWhJch accounted.

- 'for SDercent of total sales’ ‘of 130000
j.-casesa year, were expected to in-
i crease to at least 15 percent hE




By Isaac Moledi

TELLENBOSCH Farmers Winery

= and its black empowerment
joint venture partners yes-
terday harvested the first car-
1ons of grapes from their premier vine-
vard at Darling, in the Western Cape,
Darling, situated some 30km from
the Cape’s West Coast, was identified
as a high potential wine producing area
when SFW and black-owned Maluti
Foods and Beverages announced a R30
million joint company early last year.
The venture, trading as Papkuils-
fontein Vineyards Limited, involved
the development of a 975 hectare farm
calted Papkuilsfontein, where the com-
pany intends growing quality grapes to
create an own-label range as well as to
- Nupply SFW.
What makes the project unique is
that its shareholders include black

' retailers and
. local commuwnity trust representing
workers and residents.

SFW, which is the country s largest,
producer-wholesaler of wines and the
fifth producer of wine in the world, cur-
rently holds a 49 percent shqre in ths\zsts. Until now, black empowerment

-while the remaining 15 percent is hel

The grape, Chenin Blanc. will be
turned into wine to be ready for selling
in July this year. A brand name will
also be provided, Chakela said.

Chakela said: “This venture will

Itimately be controlled by black inter-

erners, as well as a

development. rojects undertaken in the local wine

Black entrepreneurs, represented (%industry have been confined to inde-

Leopont 98 Properties, hold 36 percebrﬁ\u;:ldents offering ownership of small
d parcels to their own farm workers,

“Leopont, which represents a
number of prominent liquor retailers
mainly in the north of the country, is
now being given the opportunity 1o
reap the benefits of its considerable
efforts to promote the development of a
wine-drinking culture among black
conswmers,”

He said the wine industry had
remained a stronghold of whites
despite the advent of demutracy five
years ago.

by the Maluti Groenekloof Community
Trust.

SFW said its aim was to divest itself
of its shareholding over the next two
decades. The ownership will ultimately
be vested in the black retailers and the
local community.

£.eopont 98 Properties principal Joe
Chakela said yesterday that his com-
pany was delighted that it was h
vesting the first grape from the 250
hectare that was utilised.
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SFW’S earnings fe
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Marc HASENFUSS

Cape Town — Stellenbosch Farm-
ers Winery (SFW), Rembrandt’s
wine and liguor distributor, was
sent reeting in the six months to
December 31 as interest rate in-
creases and the economic down-
turn squeezed headline earnings
down 23 percent to R60 millicn,
figures released yesterday
showed.

SFW's results followed flaf in-
terim results from its stablemate,
Distillers Corporation, earlier
this week,

Compensation for the loss of
its distribution rights on certain
Scotch whisky brands con-
tributed R67 million in extraordi-
nary profit, pushing attributable
earnings to R159 million.

Howaever, the dividend (which
was declared a-few weeks ago)
was cut from 8c a share to 6¢ a
share.

SFW’s turnover slipped 5 per-

W

()

cent to R1,2 billion, with direc-
tors attributing the lower sales to
the relinquishing of Scotch
whisky brands by agreement
with Diageo in August last year.

“Negotiations are continuing
for the acquisition of distribu-
tion rights for products similar to
those relinguished to Diageo,”
they said.

They noted that, while pres-
sure on gross margins was min-
imised by savings in the cost of
sales, the marketing and operai-
ing costs (including the costs of
upgrading technology skills and
systems) increased by 5,1 per-
cent.

This. left operating income
down 17,3 percent at R126 million
for the interim period.

Directors noted that cash gen-
erated by SFW's operations had
improved and, together with the
compensation received for the
loss of distribution rights, had

limited the increase in financing -

o/ .
el 22!/6)5 S%egg/?l 9?

the company’s businessactivities.

SFW's finance costs, neverthe-
less, soared from just over R6 mil-
lion in the previous interim peri-
od to over R22 million. This was
partly offset by dividend income
from the company’s unlisted in-
vestments, which contributed
nearly R8 million.

SFW is a prolific exporter of
fine wines to Europe, but no men-
tion was made of offshore sales
progress in the directors’ com-
mentary.

Looking ahead. directors
warned that SFW's performance
hinged on economic develop-
ments. “Local and international
markets are difficult to forecast
and any further downturn will
have a significant impact on
earnings.”

SFW finished 1e¢ stronger on
the JSE yesterday at R2,36 in thin
trade. The »uling market price is-
well off the latest stated net asset
valuation of R6.35a share.'f\{-

[AR

TR TR EURN TN, NPT TP




mﬁmw %ossmwﬁmwmbm former
osﬁmn. ‘of the Franschhoek estate
mmﬁm ‘Provence, said this wéek the
opéan Union’s Eﬁ,mumummunm on

A

zmw&.ﬁ 3
" nies reminded Him:of] Em cosily four-

- year legal battle in wHicHthe:estate

B

; > settlement was reached in Hm,ﬁ
.in which Hﬁmﬂq&“ Zmﬁoa/& ‘des

m ﬁo _=<mmw@mﬁm oo:o_:o.n

- INAO wasparty to-anEU directive

“tha use of; he téerms “port” and - Embobgmmmﬁmﬁz - :

Saith E.Eomz compa--

H.ozmﬁ off Emsow mm.S.mw wn_. womn@ 0, 1and m:mBS, in SE% France is E&v

soAng arole.”

. HZDO émm E%E.Em mm mvuwomﬂoﬁ

| 99

P@@mumﬁosm d’ Origines (INAO)
withdrew its objections. Less: thana
year later, the government-backed .

0 the'EU even:as .ﬁ m@pmm Em mmm.mm.
ment with Haute Provence.

“We were astounded by the sheer
duplicity of what had happened and
that banned sales in France. % wines-. - wondered what thereal worth wasof
with the Haute Proverice Hmcmu mmE
Eu.. Mo:bmﬁ:mcmbm .

" John gﬁmmw a diréctor-o the';
company that now owns Haute
Provence, said this week “the estate
was inferested in fecouping the legal
costs we werle ﬁc._w“ﬁo _umnms_.mm of

gal moocwbmﬁ -
m.osbmwﬂmvmhm mma Em H.Z.PO

other South AfFican witie estates
with historic Huguenot oosbm&_oum
to change their names as we!

He said: “Our case is HmHm<mE to"
Em pressure now heing put on South’
Africa in the EIF agreement (on port:

on us ,cmomzmmém weére small and

Mr %osuwwcmcmsm said: aﬁr mﬂ.own the oOmw oH. ammg&mm

Emoﬁoz

- émm causing Sum:mss
an.offi¢ial French- mpmzmﬁzwm ona -

legal pre nmb Wmﬁ oﬁnmowom“

“We were forced intoa’ Uwﬁ@ and*
Goliath act on behalf ofithe South.
- African wine E&BS _Hﬁm% picked.

they thoughtwe éo&m notbeable S ; & >mﬁnmb wmmymﬁ.mw &. noEmem

“Ha mma the INAO &m.ﬁ& that

Haute Provence was a region’ ‘of
France and that the-use of the hame:

by the South African wine mmwm&w

- “We pointed cE that all.our’ SEm
were marketed E.Emu Hmcmum that

~clearly said that the- winéwasa 'prod: "~
- uct of South Africa. We also pointed
“gut that our farm, likeé others in the;

Franschhoek <m.=m<, was named by
French Huguenots more than 300

.- years ago. They arrived here
-because they were .umEm ﬁmﬂmmo&&
-iin Frarice, and:] boﬂ Sm émﬂ ,amEm...
persecuted again: -

“However, ﬂ&mw ﬁrm moﬁw

B ncﬁ%mﬁmm wmm_mau Emw threw i in
_thetowel.’ |

““They gave in with bad grace and

_ signed an agreement conceding the -

‘use of our registered name. But the
pext thing we heard was thatall our
European” mmmﬁm had received

- niotices that ourlabélshad been
banned in Europe, by order of the
.EU. Only.thé British complied.

“We were-told that often happens

“with directives from the EU. Our
" ‘wines were still sold in Europe, even

i some French restaurants. Howev-
er, we had sold Haute Provence vine-
yards to.Gount w:uomwmo ‘Agustaof

. Ttaly and the labels smnm mwmmzmuw ,
eingphased out.™ : o

._mEom m_..oc_a Qa_.u aooa page mu
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TRANSFORMATION in the wine in-
dustry received a major boost at the
weekend with the appointment of
trustees and directors to the R370m
SA wine industry trust chaired by

}. ministerial adviser and industry ex-

pert Michael Fridjhon.

f‘. Fridjhon was appointed by Land

and Agriculture Minister Derek
Hanekom following months of nego-
tiations between KWV and govern-
ment about the functions and com-
position of the trust.

The trust is part of a legal settle-
ment agreement reached between
Hanekom and KWV following a

lengthy high court battle over assets
of the company.

In terms of the settlement, KWV
will pay R370m over 10 years to fund

‘the trust. A R120m investment fund

is to be set up to “ensure an ongoing
flow of revenue to the trust”.

In addition, two article 21 compa-
nies, one a business support compa-
ny and the other a development
company, have been established.

The development company will
focus in particular on farm worker
issues and emerging wine farmer

‘support among previously disadvan-

taged communities.
Included on the list of trustees for

| the ne%rﬁt are ’?oyegan/asqsis%nt

Wine trust will boost ransformation

editor Len Maseko, Food and Allied
Workers’ Union president Patrick
Johnson, National Agricultural Mar-
keting Council vice-chairman God-
frey Rathogwa and some members of
the top management of Stellenbosch
Farmers Winery and KWV,

Directors for the new develop-
ment company include SA Agricul-
ture Union president Chris du Toit
and SA Agricultural, Plantation and
Allied Workers' Union general secre-
tary Dickson Motha. -

Acting land claims commissioner
Alan Roberts and Backsberg estate
owner Michael Back have been ap-
pointed as directors to the business
support company,
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SOUTH Africans are now going to pay
dearly for locally produced quality
- ‘wyrines. This is the overwhelming reac-
tion from restaurateurs, retailers and
- jadustry commentators following the.
;unbelievably high prices fetched at this

....-weekend's Nederburg Wine Auction. -

. As the auction, now in its 25th year,
got unider way on Friday, and the trend
‘'of high prices became evident, one buy-
er was heard to remark: “It’s like going
straight from losing your virginity to an

- orgy — without the seduction part.”

- “Wine expert Peter Fridjhon, at the
auction at the Boland estate on behalf of
several smaller clients, was a little more
suecinet: “It’s a bloodbath.”

The 8 501 cases knocked down over
two days fetched a staggering R5,5-mil-
lion, compared with -the R4,7-million

‘that 9 217 cases fetched last year.

L

“Red.yine blood bath as

The auction started on a bullish note
— and then went ballistic, fetching an
average of R652,32 a case.

The first lot sold by auctioneer
Patrick Grubb was a case of 12 bottles of
Lanzerac Pinotage 1968 with a reserve
price of RI 200. It went for a record
R5 100. Traditionally, however, the

auction’s first lot is chiefly of interest to -

collectors. It was with the subsequent
lots that eyebrows were raised.

- A case of Nederburg Chardon-
nay/Sauvignon Blanc 1997 — a blend
perhaps best described as “nothing

--special” — fetched R670, more than

twice its reserve price of R280.
This works out at almost R52 a bottle

— and that’s before VAT, railage and a

retail mark-up‘has been added. |
it was the same with the reds. A case
of six hottles of Kanonkop Pinotage 1991
fetched R1 550 — more than five times
its reserve price of R300. That's R250 a
bottle before VAT and other mark-ups.
_Former Johannesburg restaurateur
" ]

"

orices”

Ken Forrester of Gatrile’s said: “That's
pushing the price for a bottle of wine
over dinner way into the R300-R400 re-
gion. | can’t charge my.customers that.
Not for a pinotage. Even a good one.”
Most commentators at the auction
were baffled by the high prices — es-
pecially now that, for the first time in the
post-apartheid era, foreign demand for
SA wines has decreased dramatically.
In 1997, for example, foreign buyers
snapped up almost half the 9 948 cases
on auction. This year, South Africans
snapped up 83,78 percent of the wines.
While it is true that falling wine con-
sumption is a worldwide trend it is just
as true that, when compared with those
from Australia, California or South
America, SA wines are just not good
value for money these days. The quality
is there; but at what price? :
Underlining this is the fact that there
were no Asian buyers at the auction.
Traditionally big spenders, their
absence sparked further pessimism. -+’

urt buyers

Present, but not buying, were repre-
sentatives from Auvsiralia, Barbados,
Finland, Gabon, Ghana, Holland, Hong
Kong, Japan, Singapore, Taiwan,
Thailand, United Arab Emirates, the UK
and Zimbabwe. This was surprising,
considering the rand’s .under-strength
value against most foreign. currencies.

. To some commentators, this year's
event was seen as a celebration of the SA
wine industry’s old guard, a drawing In
of the laager. Some point tothe choice of
the auction’s opening speaker — Gunter
Brézel, Nederburg’s cellermaster from
1956 to 1989 — as “unfortunate”. Second
choice for speaker, it was rumoured,
was President Nelson Mandela.

-“The auction. is,” really, a public
relations exercise,” one wine writer
said, “and this opportunity should have

"been used to look to the challenges of

the future'— and there are many —
rather than dwelling on the past.”

I3




:put the brakes on with-an‘approaciytothe;

BIWINE

.John Diudlu, Wyndham Hartley,
Stephen Laufer andReuter, Sap‘a-AFP

g
European Union deal yesterday, local
port producers signalled their intent to

World Trade Organisation (WTO)
Karel Nel, chairman of the' SAPort Pro-

ducers’Association, said hi¢ organisation

would'team up with {ellow: non-European

port producers to" challenge the EU's re--
strictive naming practices inthe wine and

spirits sector. New world wine producers
are to meet in Montevideo, Uruguay.
Sources believe a joint approach to the
WTO on the issue of port and’sherry de-
nominations could be on the agenda.

SA’s government and the EU wel
comed the deal.

While Nel said he understood govern-
‘ment’s rationale’ in accepting the deal,
some of his members were unhappy with
it. Last week Nel, who said the associa-

“tion’s 27 members -represented 90% of

SA’s port producers, wrote to Trade and
Industry Minister Alec Erwin, praising his
hardline stance in talks with the EU.

Responding to the possibility that the
port industry could lose this label after
the 12-year transition period, Nel said the
international challenge would seek toren-
sure that all foreign wine producers were
treated alike: that none was forced to
abondon its trademarks.

© A spokesman for:KWY welcomed the

prospect preferential access to the ELL
Erwin, President Nelson Mandela and

" opposition parties have welcomed the

conclusion of the negotiations. However,
Erwin conceded in'Parliament yesterday
that the new wording on port and sherry,
a compromise on the Davos, package,
could see use of the terms lost in the do-

mestic' market in 12 years. The Davos -

package allowed SA to use the'names for
12 years, when names would be jointly
agreed between SA and the EU. The new

oo Sufolaq )

N world wine producers 10 meet in Montevideo

deal is that after 12 years “new denom-

inations that shall be used in SA will be

. jomtly agreed”. This has been mterpreted )
' as conferrifg a veto right. to‘ the:EU on

names after the transitional period.
~. Erwin and Land and Af J& ture Min-
istér Derek Hanekom: msnﬁed idyever,

thatthe dobr on the wire fabels was sl

“ajar”. Erwin said the EU had intended to

vslam:the door on port and sherry and that

SA's concession kept hopes alive that the

-useofiport and sherry in. the domestic

market might still be preserved.

Hanekom stressed that the port and
sherry market for SA producers was
largely domestic, with R100m of an R&00m
market going in exports.

EU ambassador to SA Michael La:dler
said the EU leaders’ unanimous endorse-

- ment of the agreement was an “irrevoca-

ble commitment” to the deal. He defend-
ed the changes, saying they were in the

spirit of the Davos package. The deal, ex-.

pected to come into force next year,
would reinforce the EU’s dominant posi-
tion as a direct investment and trading

‘partner with SA.

Erwin said the main benehcnary of the
deal was agriculture, but SA’s industrial-
ists would also benefit substantially from
duty-free access to European markets
within three years.

When the agreement comes into force
there will be duty-free access to EU mar-
kets for 32-million litres of SA's wines and
allowance for duty-free quotas of agricul-
tural products to grow 3% a year.

A Spanish diplomatic source said King
Juan Carlos’s state visit to SA in February
had “helped establish a more sympathet-
ic climate” towards the EU agreement.

The deal will remove tariff barriers on
909% of trade between the two in 12 years.

Rob Davies, chairman of parliament’s
trade and industry committee, said SA
should not be over-euphoric as the tear-
ing down of trade barriers would also
pose challenges to business.




“Cape’s

entering a

The setting up of the wine trust heralds a new era,

HEN the Wine and Spirit Control

Amendment Act is promulgated

soon, an era in the Cape wine in-

dustry will come to a close: since
1918 (though increasingly from the 1950s) the
liquor-producer, KWV, dominated every as-
pect of wine and spirit production in SA.

The Amendment Act, with its June 30 1999
sunset clause, oversees the death throes of
KWV’s statutory role and facilitates its entry as
an active participant in the domestic trade.

At the same time, the formation of the SA
Wine Industry Trust — funded at this stage by
contributions from KWV totalling R370m over
10 years — paves the way for an industry-wide
council to manage a business support and de-
velopment programme. Its target is to ensure
that this country becomes a worild-class wine
producer where players from every level play
areal, meaningful part in its operation.

When KWV announced its intention to con-
vert from co-operative to company in October
1996, few people realised how long, arduous
and fraught its rites of passage would be.

Then newly appointed Agriculture Minister
Derek Hanekom, conscious of the advantages
KWV had enjoyed over the years it had man-
aged the wine industry, intervened in the pro-
cess. He made it clear that his intentions were
fuelled partly by a need to address the statu-
tory issues arising from the conversion and
partly by a desire to ensure that after the trans-
formation the industry would be operating on
as level a playing field as possible.

Accordingly, he opposed the KWV's appli-
cation to court to sanction its proposed
scheme of arrangement. He won the right to
participate in the process, making it clear that
the changes KWV intended implementing
would leave a statutory void which could not
be addressed without the legislature.

KWV’s supporters accused the minister of
attempting to nationalise the assets of the co-
operative. Hanekom steadfastly maintained
that there was a win-win potential in the sit-
uation. The wealth built up by KWV over its
years of untrammelled statutory authority
could not simply pass into private hands with-
out disadvantage to the other commercial op-
erators in the system.

In this, Hanekom enjoyed the support of the
Cape Wine and Spirits Institute. Its members
include most of the major domestic producers
(and in several of which KWV holds a signifi-
cant stake).

Finally, a dialogue took place between Peter
Wrighton, on behalf of Hanekom, and KWV.
Heads of agreement were drawn up in Septem-
ber 1997, The minister withdrew his objections
to the scheme of arrangement. A new statutory
dispensation for the wine industry was moot-
ed, and the parties agreed to the creation of a
trust to house payvments from KWV to be in-
vested for the good of the industry.

No soeoner had the document been signed
than differences arose as to the interpretation
of its principles. Meanwhile, KWV had com-
pleted its conversion arrangements. For
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Theaim of the trust is to ensure that SA becomes a world-class wine producer.

months the deal languished with little to drive
it forward to a conclusion.

In the last quarter of 1998, a year after the
original heads were signed, a new sense of ur-
gency possessed both parties. Industry expec-
tations had been raised by the 1997 under-

standing, and demands for cash were begin- .

ning to embarrass everyone,

Exporters sought money for genetic promo-
tion, development organisations importuned
KWV and government for grants, while KWV'’s
involvement in statutory activities, however
much reduced, nevertheless precluded its di-
rect participation in the local market.
Hanekom's pre-Wrighton negotiating team was
brought in to see what could be salvaged.

Faced with the need to achieve results, the
parties moved swiftly beyond the old heads of
agreement to a new contract. KWV would be
relieved of any obligations to perform services
for the industry. It wouid pay the sum envis-
aged in the original agreement, less an amount
which would compensate it for the cashflow
implications of funding the trust through quar-
terly advance payments.

A structure was created to meet the re-
quirements stipulated by both sides — a trust
operating as the shareholder of two section 21
companies. The trust would have 13 trustees,
and each company would have 13 directors,
seven appointed by the minister, six hy KWV.

One company would provide business sup-
port services for the wine industry (Busco),
the other would deal with development pro-
jects (Devco). Slightly more than half the funds
would be allocated to the former, less an
amount of about 4% which would meet admini-
strative overheads.

>,
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The key to both parties’ thinking was the
concept of subcontracting the supply of ser-
vices for Busco and Devco; to create capacity
in the new structure could only be a costly and
unnecessary duplication.

The newly appointed boards of trustees
and directors are representative of the indus-
try and its participants at all levels. They in-
clude farmers and their producer organisa-
tions, wholesalers, labour, government depart-
ments dealing with land, agriculture and
liquor, organisations with experience in appro-
priate development projects and specialist
professionals.

Parties, which a few months previously
dealt with each other only on the most
confrontational terms, must now meet to
secure and implement a working vision for
SA’s wine industry,

These arrangements will never eliminate
potential conflict; the objectives of some in-
terest groups can be achieved only at the price
of concessions from others. Undouhtedly,
however, there will be a better understanding
of the needs of participants, and communica-
tion conduits that never existed before.

These opportunities do not guarantee suc-
cess. There is always the very real risk that
trustees and directors will vote along partisan
lines. There is no readily definabie distinction
separating co-operation from collaboration, or
working together from selling out.

While the legacy of the past has the power
to fragment, the vision for the future may pro-
vide a more cohesive and enduring bond.

0 Fridihon is the newly appointed chairman of
the SA Wine Industry Trust,
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i Unfortified wine

QUTH Africa’s wine-

makers, who are eager to

grow exports to offset a

static local market, are
facing significant competition
from.“new world” winemakers in
countries like Australia and
Chile for a share of the interna-
tional wine market.

Kim Green, CEO of the SA
Wine and Spirit Exporters’
Association, says this is partly
because SA winemakers did not
fully exploit an important win-
dow of opportunity after the
country was readmitted to the
world economyin 1994, when SA
products became fashionable.

The association, which has
more than 100 members repre-
senting most of the industry, has
appointed Green, 34, as its first
full-time CEO to push demand
for local wines and spirits
abroad.

South Africa is the world's
seventh-largest producer of
wine, producing 833-million
litres, or 3.1% of total world

E Argentina
8 Portugal
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The new ambassador for SA wines

says the industry

needs to catch up with

world trends, writes MARCIA KLEIN

production, according to 1996
figures.

Wine industry figures for 1997
show that SA produced 653.8-
million litres of good wine and
277.3-million litres of distilling
and rebate wine. Local sales of
wine totalled 403-miilion litres,
and about 110-million litres
were exported.

Green, a business science
graduate and former SFW group
marketing manager for wines,
will focus initially on raising the
profile of SA wines in existing
and potential foreign markets.

She says the SA industry has
not adapted quickly enough to
change. Worldwide, people are
drinking less, but better quality.
“The market is moving to pre-
mium varietals and from white

to red, and we need {0 move
with these trends,” she says.

“We also don't have the right
service ethic. We tend to be
arrogant with a take-it-or-leave-
it attitude.”

She says the local industry’s
name was also tarnished inter-
nationally when some un-
scrupulous operators dumped
large volumes “in an unaccept-
able style”.

Her biggest challenge is to
promote the quality of SA wines.
“In previcus years we were
marketing ourselves most
aggressively on price and it is
difficult to convince consumers
that we can hold our own in the
premier category tco.”

Green says SA has historically
been a brandy-producing coun-

281319
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try and only 20% of the national
vineyard is classic grape varie-
tals. The national vineyard is
large in world terms but does
not necessarily have the right
make-up, she says. Neverthe-
less, SA “is fast developing a
reputation for its unique styles,
especially at the top end of the
market”. .

SA wine is exported largely to
the UK, Germany (which does
not make its own red wines) and
the Benelux countries, but is
gaining a foothold in other parts
of Europe and the US.

Green says one of the indus-
try’s strengths is that while SAis
not part of the old wine world, it
is more experienced than the
new world.

However, Chile and Australia
have embarked on major
marketing strategies and SA
must do the same.

Green hopes to briiig ifiterna-
tional wine writers and judges to
the winelands and to encourage
wine tourism.




HE wine industry is being ham-
_mered by the squeeze on dispos-

able income and the spectre of
new liquor legislation — while still
trying to adapt to the relaxation of what
was a highly controlled industry.
Stellenbosch Farmers’ Winery, the wine,

spirits and beverages manufacturer and .

wholesaler, has been hammered, too, its
share dropping to 290c from 875c just a
year ago. :

~ -Director André Steyn says the industry
has changed dramatically over the past
few years. “This is partly because of the
increasing sophistication of the industry

since the 1980s. The change was driven by -
the opening up of international markets, -
the removal of legislation which led to in-
‘terference in the market, thedreeing up of

ligizor licences, andsthig-removal of pro-

duction quotas and KWV'S control over
_the industry,” he says. . : S
".He says the share price partly refiects

uncertainty about-the Liguor Act, which.

. a
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Jolly conditions for SA wine have been evaporating since the 1980s, and th

headache has spread to Stellenbosch Farmers’ Winery, writes

could have a significant effect on compa-
nies operating in more than one tier —
manufacture, wholesale and retail. ]
It also reflects the company’s 1998 re-
suits (where attributable income dropped
to R107.7-million from R135.5-million on a
marginal rise in turnover to'R2 2-billion),
and indicates there will be no fireworks in
this year’s results. :
- Steyn says thereis arecession, sales are
dramatically down, and SFW has invested
heavily in setting up IT systems and export

+ infrastructure. There has also been a sig-

" nificant investment in production and dis-

. tribution facilities. “This has a shortiterm

- financial effect but is important for plan-

- ning, forecasting and reducing costs, and

obviously it williead to better results in
the future,” he'says. ~ °

“Internally we have also restructured.
We have refocused the top management
team and there is a clearer definition of
authority and responsibility,”

About 10% to 15% of SFW's turnover is
export generated, and SFW is taking an

‘aggressive stance on’international sales.

“We have taken our export effort offshore,
establishing an international division in

Europe. In the process we are contracting:

a number of parties to produce ciders and
fruit juices for us offshore. We are target-
ing our traditional markets and we are also
looking at the US, We have been a bit too
self-effacing on our competitive edge in
that market - our technical edge.” I

"Steyn says export volumes_ remain

" $mall, still largely in traditional products

and hampered by the shortage of red wine.

.
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There 15 a need for select wine and
grapes, he says. “We previously had the
luxury of a vast supply of grapes and we
could pick and choose, but now there is
competition, with more people fighting for
the same resources.”

He says one of the industry’s biggest
challenges is getting the cultivar system
right. Over the years there has been no
incentive to invest in the noble varietals as
the price premiums did not justify the ex-
pense. Quality selection of grapes has
been a more recent trend.

New trends have been influenced by a
new breed of winemaker — the business-

" man. Steyn says many businessmen have
come into the industry, and although they
are a minor factor in volume terms, their

entry has led to innovation and “to a |

—r

change in thinking in the industry”, stim-
ulating more marketing- and ~export-
oriented strategy.

“Independents tend to evaluate a pro-
ject on its merit rather than for a political
reason.”

Steyn says although the industry is un-
der pressure, the best defence in a reces-
sion is trademarks. SFW’s strong brands

“and market share mean it is “not a captive

of:the.economic cycle”,

“We have benchmarked internationally,
and we have heen successful in launching
new brands and in innovation — for ex-
ample in Graca, Hunter’s Gold and Three
Ships Whiskey.

“Our balanced portfolio, from wines to
fruit juice, has been our saviour over the
past few years. Market share gains in
ciders, for example, have been countered

by losses in other brands.

“We cover a wide spectrum and have
strong trademarks and the ability to

_launch new products,” he says. -
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THE Em_o:n% of SA's 150, s._nm E.Go_.nma
have for the first time agreed to pay a stati-
tory levy on expotts, industry sources say.
The purpose of the Ewn_._ma_ compulsory
levy, which would be payable by | faw if an

application to gdvernment m:nnmmama is to

Jv: increase export volumes of SA ‘wines

through marketing and develop new US and

easternmarkets. .

_ The chairman of the new wine industry
‘rust, Michael Fridjhon; confirmed that the -

industry was applyingto the agriculture min-

istry to mmn up ‘statutory levies for research, a

market information m%mnmE and, mo_.. H_._m. m_‘ww
time, export promotion.

- 'SAWine and Spifit- m.x_uo:mam >wmonﬁn_o=
n—:a- Kim Green said-no. amn_m_o_._ smn_ béen

' taken on E:mn_ﬁn. the export. _mé wi :E ap-

ply only toexporting producers, or “ali Ed.
ducers. “In a way, we (exporters) also serve

. .the- interests -of producers -who-do not ex-

port, -as domestic’ prices are maintained
throughexports,’
“This’ view was

hacked by Fridj n “who

said in the absence of a surplus removal

-

scheme, @%oﬁm éowwma wmmﬁmn a mEH on. Em

.. local market, “I would. not-have.a problem.if
. thelevy no«dﬁwn— all producers,” he said,

- . However, m.nnoa_um to Green, the appli:
nwﬁo: may exchile nonexporters- if there
“were signs ol undue resistance from them.

The proposed levies for inforimation and

- research are separate -applications; but E..

dications are that there would not be resis-
ance-as the-fhoney is being paid in terms of
gislation that lapses lateF this year.

' Before levies can become _mmm_G g:m_mm.

recommendations to the ministry are need-
ed from the national agricultural marketing
council and two parliamentary portfolio
committees. A well-placed source said it was
hoped that the export levy would start-by
‘the beginning of July.
At present R3,5m a year was generated
-{or export promotion through voluntary con-
tributions by about 110 members of the ex-'
- port: associationl. The idea was not to push |
“up the amount, but rather to spread the col-
lection base, the source said.

Abdut-40 nofimembers who

xporte
would beaffécted if the & } nm
ceeded, he said. d\mﬂu: ation'sue

All statutory levies on a
m:o:::wm_

duce, as well as an export promotion _mﬁw m.%“._ﬂ
wool, were scrapped in recent years, q.:mum

: wogl _mé was thrown out after a lack of mcﬁ.m%

‘,‘.ﬂrmza_m the previous year, with
: the
markets being thé UK, m&m::.: r:xmaaﬁwwﬂm

no; for the idea from farmers. -afig,

:New marketing legislation’ doe
S SSQ
mca the payment of statutory levies vwﬁ.ﬁmm_d .y
directly affectéd” parties agree. ' .7 MM
-Last year’s wine exports were 9% Emzmm?“

- and Germany.
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PARUNMENTARY CORRESPONDENT
o
Cape.Town - The new South
African Wine Industry Trust-and
its sub51dlarles the SA Wine
Industry Company (Busco) and
the SA Wine Industry Develop-
ment Company (Deveo), had
been launched, the industry said
this week,
Representatives from the

ministry of agriculture, KWV,

co- operatwe cellars, wine es-
tates"'wholesalers and organised
labou%' met on March 31 to map
out How best to use the first
tranche of R20million from the
R370 m11110n fund.

In f8rms of the trust deed,
about "r'fa]f of the apmual budget
will be [allocated to Busco and
half t§ Déveo. Busco is expected

to;mgest more ‘than 50 percent of .

1ts i corhy i generic export
promotmn and slightly less on
research and technology transfer.

trust (
CT(PR) 13|79

Devco, in turn will invest
most of its budget in facilitating
the access of new entrants from
previously  disadvantaged
communities to the wine indus-
try, as well as to community
empowerment projects.

Michael Fridihon, the chair-
man of the Wine Industry Trust,
said the mood at the opening
meetings had been very positive.

“There is a gratifying spirit of
co-operation and a clear commit-
ment among the parties to work
together for the good of the
industry as a whole,” he said. -

“What we need to do now is
set about establishing a basic
working infrastructure for the
trust, Busco and Devco. There is
provision in the trust deed for the
appointment of a full-time man-
ager to handle the day-to-day op-
erational business. We now need
to seek out a suitable candidate.

“The position. will be a tough
one to fill: we are looking for a

pensthsmm
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senior manager with financial,
negotiating and marketing skills,

“Our ideal candidate; must
also be something of a visionary,
with experience in handling
development and transformation-
al issues, selfmotivated, results
driven and hopefully with some
knowledge of the wine indusiry

“We are not kidding our-
selves that this is an easy brief
but we are prepared to offer a
package that should attract a
high calibre individual.”

The trust, which is expected
to play a critical role in the de-
velopment of the South African
wine industry, will meet on a
quarterly basis to discuss key
issues related to the long-term
growth of the industry.

The next round of- meetmgs
will be held in early J rie and
will deal with urgent? : dndmg
priorities as well s thé staffing
requirements of the three organ-

-isations involved: ™
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1 Wine belongs in a bottle, in the
connoisseur's mind, and plonk goes in
a box - or, as inventive Cape parlance
has it, a “Bonteheuwel briefcase”.

But there's transformation afoot, and
i it’s reaching into the cellar. A changein
archaic wine regulations now allows pro-
i ducers to bag a share of the wine-in-a-box
i market, and some are losing no time in
| making the most of it.

Rohertson Winery has already
i released a demurely packaged Chardon-
H nay ‘98, in a two-litre box. And this is to be
H followed soon by a two-litre Sauvignhon

F Blanc’99,
; For years though wine producers

were limited to bland “dry red” or “dry
white” labels, with no mention of such
high-falutin’ details as cultivar or vari-
etal, let alone vintage.

Cheap and often nasty, they filled a bot-
tom-end niche and had tags to match

— “bergie handbag” or “Bonteheuwel
briefcase” among them.

The Afrikaans appellatlons have
always been more direct, and arguably
more accurate. A popular term - “doos
wyn” - risks being indelicate, but tells it
as it is: box wine. On the other hand,
“’n kraantjie” - necessarily pronounced
“kraai’'n-chie” (alittle tap)~ probably
hest describes the convenience of buying
wine in this form.

Now along w1th the convemence,

"Bérgle handbag gets a classy

AEG 13\ 199
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comes classier wine - and what is referred
to in the trade as “price advantage”.

Cheaper packaging means less expen-
sive wine, even good ones,

The change in South African wine reg-
ulations was spurred by a realisation that
the country’s reputation among vintners
abroad was being tarnished by inferior
boxed products.

Wine consultants Posy and Jeremy
Hazell believe that “in time, as it makes
more economic sense to add value to bet-
ter wine, there should be an improvement
in the overall quality and thus the image
of South African wine abroad”.

Who knows, “Bonteheuwel briefcase”
may yet make way for “Constantia port-
manteau




Capé; Town The South Afrlcan

: Wlne and Spirit Exporters Asso B

. c1at1,on (Sawsea) expected winé
exports to rise by 12 percent to

130 mﬁhon htres this year, Kim

Gréen, its CEO, said yesterday =

She e\:pected growth to be-
come faster.in the years ahead if
South Afr1ca marketed its better ‘

v quahty wines; more effectlvely

Gr h sa1d a proposed statuto-

1yl vy of ‘5c a litre on’all wines -

‘ exp ted was, belng con51dered

by 'a cmnnttee appomted by the.. ..

. Natlonal Agr1cu1tura1 Marketlng :
Comm1ss1on

gen Eate some RE5 m11110n

whlch’could help Sawsea securéa - -

presence in new markets

"The add1t1ona1 funds would';;'-'

also perm1t 118 to. pursue 1more”
aggresswely those markets
where e, have already begun
rhakiiig ifroads,” she said. -

: ‘aGreen 4aid 40 percent ‘of .
. ‘-South Afr1can wme exports were,

hand 10 d1spel the 1mage of being
a producer only of mass volume .

provmg't'o more soph1st1cated ’

: ccnsumers that we're able {d pro

vide an intgresting array of qual-- ‘

ity New, World-style products”
" Héwever, Green sald, Scuth

. Afrlca had little representatlon :
.80 far in the mtddle prrce range
oft wines costin g-between £5 and: -

£8 a bottl wliere excellent op:
portunitie ex1st to grow our
presence” ‘
'+ “British; onsumers are ex-:
_tremely pr1ce sensmve but are
preparedz pay for good value
ghie'said, ~ '

e the short term we need to:
work with: What is available’ and

‘ create products ‘that address this
marketmg opportumty

i ff frcm the very next v1r_1tage

wines accordmg to individual,,
v1neyard blocks to allow for a

pproved thls levy would.‘l

‘ wlnenes stait vinifying their -

"-better quallty selectmn process, '

they can make major improve-:

- ménts.fo the'standard: of therr -

) wmes vightaway?” said Green.




v

NEWS

Focus turns to training as first crop of wines make a hit in UK

Thandi leaves SFW

emp owerment nest

Ronme Momus

Cape Town .- The Lebanon
empowerment project in Elgin
and Grabouw, the fruit and wine
region, has heen such a success
that Stellenbosch Farmers’
Winery (SFW), the wine and spir-
its company, has decided tolet the
fledg]ing company go it alone.

The brand name Thandi
would be used for the marketing
of the wines and fruit, said
Andre Steyn, the director of SFW.

He said the first crop and
wines under the label were
recently exported to the UK and
had heen met with an extremely
good Teception.

SFW's interest in the Lebanon ‘

prOJect has been transferred to
Umlilobo Investments whose
cha1gman Trevor Steyn, has
been‘involved in the project from
the start. Steyn created two trusts
o get the commumty project off
the ground

SFW 5 initial mvelment in
the project amounted to
R2 million..

Andre Steyn was one of the
driving forces behind the
scheme, together with viticul-
turists Ernst le Roux and Hannes
van Rensburg.

Other founding partners,
including Paul Cluver of Elgin,
would remain involved.

“3PW's initial goal was to
help launch the project,” said
Andre Steyn. “The time has come
to progress to the next level and
ensure the long-term sustainabil-
ity of the project.

«Tt makes good sense to trans- .

"farthe role to (Trevor) Steyn and
" ‘Usnhlobio, because he played a
major role in the initiation of the
project. He represents broad
smpowerment interests.”

SFW's initiating role included
the provision of capital as well as
technical advice for establishing
vineyards. It supplied plant

01 @WH\IE

material and developed the
Thandi trademark and labels.
SFW will continue to assist on a
technical level,

Andre Steyn said a further
contribution, aimed at the
community, was the organisation
and facilitation of a training plan
for skills development.

“1 is extremely important for
us for the project to proceed even
though we are no longer directly
involved,” he said.

He said two bursaries had
already been allocated to
students from the community
who were studying at the Elsen-
burg Agricultural College.

“Qur philosophy is to
become involved in viable em-

- powerment projects in the

- added value secter of agricul-

ture. As soon as such projects
are able te function au-
tonomously, we take a step
backwards and keep an arm'’s
length distance.”
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plans to expeort

CAPE/TOWN -— SA wine exports' should increase by
12% this yedr;td-a.projéected ‘130millicn: litrés, and
could-grow ¢ven faster if the' country could séll more
quality vintages, exporters say. = 7Y 0

Kim Green, CE of the SA Wirie and Spirit Exporters’
Assocjation; said the country was seeing some suc- -
cess in'its efforts to promote better quality wines in its
ndin tharket, Britain: ‘ :

“We are working hard to dispel the image of being a

producer of only:mass volumewines,” $he said.. .

. "Once Branding efforts from some of the larger pro-
ducers takg ro6t in“the medinm-priced, wine ‘sector
abroad, annual export turnover should grow even
faster,” Greénsaid: ~-* " - ‘

-Green said:SA had initially made its mark:at the
lower'end of the British market, but exports from top-
level producers were proving to more sophisticated
consumers that the country could also turn out qual-

- ityproducts. -, o . .
-+ SAls also keen to'do more to promote wirie téurism
in the; British. market;— which, absorbs. 40%. of .the
country's wine; exports — and. encourage. more
tourists to visit the vineyards of the Western Cape.
Following a promotiortal’ trip \to Britain, Green is
due to visit.Benelux and Scandinavian countries to
explore export opportunities and help-boost SA’s cur-
rent 3,1% share of global wine production, ' .
_ The'associdtion has'proposed introducing alévy of
5c a litre, on all, wines exported in. order. to generate:.

o LR VY T

about R6,5m a year for marketing abroad. ,
SNzSaw_._a;-\surge in demand for its wines after sanc-
tions were lifted and apartheid ended with democratic
“elections in 1994, : ey
" However, the growth of the market has slowed in
recent years, and the country is facing tough com-
petition from Gther “néw world” wine producers like
Australiaand Chile:—Reuter. [+ . .4 5 -

Dbetter quality wine.




a1 onlybe in France,

“The French didn’t win, We just made a
commercial decision to stop fighting, From
this vintage on, our wines witl switch from the
Haute Provence to the Agusta label,” sajd vine-

yard ditector John Mulder.

battle South Africa had lost,

Within months South Africa’s acclaimed
Haute Provence wines wilj disappear from
shop shetves around the world as the vineyard
gives in to French insistence that Provence

The decision is a feather in the cap of the
French wine industry and aslap in the face for
winemakers in this scenic town inhabited
nore than 300 years ago by Huguenots fieeing
persecution in France. It follows a battte
between South Africa and the European
Union over the use of the terms "port” and
“sherry” on South African fortified wines —a

The Provence vineyard, named after the
region from which original owner Pierre
Joubert came, is one of the aldest in the coun-
try and, thanks to the talent of winemaker
John Goshen, is now rated among the coun.
1y's top five quality wine producers,

Untit recently owned by journalist Peter
Younghusband, 2 correspondent for Britain's  can see
Daily Mail, the vineyazd chugged along happi-
Iy for years, asmuch a business as 2 hohby.

But a gale of change has swept through it
in the past two years. Itatian Count Ricardo

of output, practices and aititudes.”
Jean-Lug Sweerts.
accounting for 40% of output,

&_Bwsmagw:. " Mulder said.

the Haute Provence vineyard,

the label, but says it should be a

“The problem with Franschho

t0 celebrate our 4 winemaking ind

itin pseudo-Frenchness.” - Reter

——

C
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FRANSCHHOEX: France on the bastle of Agusta bought out Younghusband in 1997,

the wine labels, leaving a distinctly sour taste  anq the French began their asack in 1998,

on the palates of winemakers in thjs French Goshen was killed in January this year in

corner of Sauth Africa. an accident with an electric grape prass,

“The count spent R15 million on a new
winety and we have increaseg our output to
40 000 cases 2 year from aboyt 10000,” said
Mulder. “This was a family business, We have
now dragged it into the 20th century in terms

Goshen has been replaced by winemaker
Overseas demand is Browing steadily,
“That has been our target. We want 1o
keepa solid tocal market base, A lot of damage
has been done to wine exports by people |
About half the vineyard's output i
accounted for by the Angels’ Tears white wine.
This babel will survive the Name change but
will no langer be described g5 coming from

Mulder is philosophical aboyt the loss of

lesson to

other winemakers who use the area’s unique
Francophone background to market the place
and their produce at home ane abroad,

ek is that

they want to hang on to their Frenchness, |
it as a marketing too for tourists but it
shouldn’t be used abroad,” he said, "We nreed

ustry. We

should be proud of it rather than smothering

WINE Debt remodelling strategy: follows R10m loss last Year as Savanha

Hg_om@ormbm@m sector as resh

WINE

Vera vON Lisees

Cape Town - Trylogy Winecory,
the listed international produc-
er of premium South African
wines formerly known as
Savanha Holdings, yesterday
switched from the Development
Capital sector to the Venture
Capital board as the first part of
its debt-remodelling strategy
kicked in,

The Cape-based wine pro- -

ducer; whose popular brands in-
chude Longridge, Bayview and
Savanha, was set for strong
earnings growth in the mediom
to longer term, said Johann
Laubser, the managing director

But he warned that high
stock holdings and the effects of
the underperiorming distribu-
tion network which knocked
Savanha profits at the half-year
mark, would have a *severe im.
pact” on current year results.

“The positive effects of re-
structuring and acquisition
benefits, such as cost savings
and strengthened distribution
networks in international mar
kets, will not be reflected in
earnings immediately" Laubser
noted.
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It was aiso an-

nounced that 2 Euro-
pean sales presence
would be set upto man-
age distribution and
that the business wonld
be based at Spier Es-
tate, which is among
the top six tourist desti-
nations in the Cape.

Savanha’s past fi-
nancial year produced
an income statement
drenched inrred, with a
bottom-line loss of
R10 miifion following
internationat distribu-
tion snags aggravated
by local market condi-
tions.

On dividends, Laub-
ser said the intention

Other benefits linked to the
restructuring initiative were
state-of-the art facilities, inter-
national expertise at manage-
ent and board level and a broad
range of wine brands focused on

'RESH BOUQUET Johann Laubser (right), E.m managing director of
an&_ created wine group Trylogy Holdings. with bﬁ&:&&n&u«. the
JSinancial director, disploy some of the group’s Longridge wine brands

wasnot to declarea div-
idend during the next
Other Trylogy wine

POTD ANREWBOWN  DTands are Berg &

specific mariets. .

Trylogy's reshaping in-
volved the merger of Savanha,
the Spier Group and the Lan-
gridge wine group in a bid tora-
tionalise costs.

Brook and the umaa re-
cently introduced “ ess
brand, which was launched in
baxed wine fortn.

Tryloay ended the day un-
traded, with sellers offering
shares at 4o¢,

m _




Bowing to French pressure, Haute
Provence winery says ‘yive le SA’

WINE

FRANSCHHQEK, — SA’s, mnn_m:.:m wcmm Provenc &Qﬂ@%&d Q.Emm ong happily for years as muchas a

wines will meu_umm_. from shelves worldwide as.the Dbusingss asahobby.

vineyard gives in to French Em_mnmnnm that _u~c<m=nm . . Italian count Ricardo Agusta bought out Younghus-

nwm%mwium.m\_.....mﬂnn NP e vedaan band in 1997, the French began their attack last year

‘he Erench a&a_...sﬁ."ém_:ma Emn_mmnoEEm_.n_& and Goshen was killed in January this year in an ac-

decision to stop. fighting. m_...oﬂrn:_m vintage on, our cident with an electric grape press.

wines will switch from the Haute Provencé tothe Agus- . “The count spent R15m on a new winery and we |4

S label,” said’ Smmﬁma director John Mulder. “i.,::. have increased our output to 40 000 cases a year from | 4
-The. decision is a feather in the cap for the French - about 10 000,” said Mulder, who was brought in last

s::.u industry and a slap in.the face for the other.vi- September to kick the business into shape,

gnerons in'the town settled more than.300 years ago Goshen has been- replaced by trouble-shooting

" by Protestant, mcmcmuonw fleeing persecution in their.. wine maker Jean-Luc Sweerts and overseas demand is

native France. It also follows hard on the. heels. of a growing steadily. [t now accounts for 40% of output.

battle between SA and the European Union on the - : - “That has been our target. We want to keep a solid
noczz.w s use of the terms “port” and “sherry”.on:its . local market base. Alot of damage has beendonetoSA |
no_.ﬁ_:mn_ wines —a battle the South Africans lost. .- ., . , wine exports by people simply dumping rubbish,”
The Proverice vineyard, named after the. _.mmwon, -Mulder said. )
?OE s:_n: original owner Pierre Joubert came, is.one;. - The vineyard's main export market is Britain, al-
om the oEomH in the no::g ga..ﬁrmnwm tothe talent of -, though the US,.Germany, Switzerland and Italy are
E.:mawwmw ._olzu QOm:m 3; is now rated Eﬁoum the:top :-.coming along, and there is a gradual development in
ms.., quality wine producers.. . ‘the difficult markets of Norway, Denmark and Sweden,
> cun_:mnmszw owned; wSccEm:mﬁ wmﬂon <o=mmscm- . where alcohol is mw_um:w?m. “The Canadians are also
Um_..a a no_.wmmvowammﬂ -for Britain’s Um.:% Mail; the ;.. showing an interest,” Mulder said.
; ; . .. vt “We did have a good market in the Netherlands last
- year until someone decided to smuggle dope in one of
_our containers, which did not go down well with the
Dutch customs,” he said.

Mulder is sanguine about the loss of the Haute.
Provence label, but says it should be a lesson to the
other. Franschhoek winemakers who use the area’s

, francophonebackground to market the place and
their produce at heme and abroad.

“The problem with Franschhoek is that they want

. to hang ontd their Frenchness. I can see it as a mar-
keting tool for tourists, but it shouldnt be used
ahroad,” he said. “We need to celebrate our SA wine-
making industry. We should be proud of it rather than
smothering it in pseudo-Frenchness.” —Reuter.




White wine surplus

- crisis hits industiv
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THE SOUTH AFRICAN WINE INDUSTRY has not kept pace

other problems tnvolved — among

demands. “We need to plant differ-

L3
-t

LY

i g i i i i them the complex issue of democ.  ent cultivars and we need to do it
s:.:..m umn_.m.mmmﬁ =.a,.o.:._m._”_o?.u__....__ emand for white wine, ; fatising the industry to give Jabour-  soon. The industry needs to trans-
leaving the industry with a significart surpius for the first time ersa stake in the farms on which  form, but | befieve we can be
. " 3 glob-
infive years. Consumer Writer GUSTAV THIEL reports, they are employed. ally competitive if we address the

British and European retailers problem areas,” Tooth says.
XPERTS agree that the cri-  cer of the South African Wineand —the biggest importers of South Tooth agrees with Green that
$is within the wine indus-  Spirits Exporters’ Association, says  Affican wines — are showinga the “honeymoon period” for Sourh
try has arisen partly the main reason there is gexcess  decreasing interest in white wines,  African wines an the International
ecause action wasnot  wine Is because the domestic specifically wines made from the  marketisa thing of the past,

. taken to prevent the over- industry is not equippedtoadapt  chenin blanc cuitivar, which con- Only 25% of the 90 miilion
production of about 100-000 fitres quickly enough to flucniating  stitutes about 60% of all white litres of wine Produceg! annually in
of white wine. However, the fact international demand. She adds wines prodiuced in the country. South Africa 18 from red cultivars,
that the industry is stuck with asig-  that the goodwill created by South Don Tooth, the ditector of Acvording to Green, wine drintkers
nificant excess of wine for the first  Africa’s transition to democracy i Anglo American Wines—incorpo-  in the UK and Europe are increas.
time since international markets  almost gone and we have to face  rating the Boschendal and Vergele-  ingly drinking red wines only.
opened up in 1994 points tomere  the reality that we are Competing  gen estates — is in no doubt that The local industry is trying to
complex problems. on the intemational market”, the industry’s reaction Is too cum- adapt to changing demands and

Kim Green, chief executive offi- However, experts say there are bersome to cope with changing OTumtoPages .
L]
.I.llll‘\\\\
CWINE
. the lives Of families working on wine  of practices such as the tot system,
_ — _w mé .ﬁ\.—.m farms. Despite protestations by key Greer, Spies and Tooth agree on what
industry players that it is no longera  needs to be done. They say chenin blanc

JFrom Pagal
wine experts are compiling a strategy
document, Vinpro Vision 2020 - based

major problem, the evidence poknts to

the contary,
The South African Wine Industry

on an Australian model — to adapt BQC_.EP formed last year with R420 miltion

these demands.

Q~ gained through KWV's conversion from

Philip Spies, the project leader of Vins,_aco-operative toa company, is address-

pro Vision 2020, is to give an update on

)

ing issues such as wine labourers being

the project at a wine exporters’ confeis left in poverty and without any sense of

ence in Paar] on Wednesday.

Asked about the white wine eana.ab

he commented: “The problen is that our
wine industry is atways facing crisis situa-
tions because of the competitiveness of
the international market. it would not be
inaccurate to say we are facing a major
aisis now, but we must make it clear that
Wwe are trying to change the industry to
accommaodate all rele-players while at
the same time trying to keep the process
of transformation in the Industry gaing.”

Spiers said that transformation was
hampeted by the continued prevalence
of the tot system — free wine as partial
payment to employees and their families
— On wing farms.

The tot system — and its attendant
prablems — had for generations ruined

q

ownership.

The South African industry employs
about 50 000 tabourers and 3 000 co-
operative cellar staff. Dependants of
these workers number raughly 300 000
people.

Wine production is handled by about
82 estates and 70 co-operative cellars,
producing some 900 milion litres a year,
of which roughly 75% is white wine,
Investment in the industry totals about
RS 000m at the tevel of the producer.

South Africa is the eighth-bigges? pro-
ducer of wine in the world and has a mag-
ket share of 2bout three percent. This
share will be threatened if the industry
does not convert to producing more red
wines and become more serious about
transformation and eradicating all traces

vineyards should be cut back to accom.
modate noble cultivars such as chardon-
nay and various red cultivars.

Commented Tooth; “What we need
most on the international market is a
very strong and dominant brand name |'
with which wine drinkers can associate, ||

“I have just returned from the U |!
where it was evident that People are not
simply buying our wines because they
are from South Africa. We need a clear
direction from within the industry. Kim
Green will have to play a major rote.”

Green says she is aware of her Tespon-
sibility. She was involved with marketing
at Stellenbosch Farmers” Winery and was
appointed to her present position in
April this year. “I think the respotisible
attitude is to admit that the wine indus-
try is facing a crisis, but [ don't want 1o
create the impression that nothing can
bedone about it,” she said.

@ Tomorrow and on Wednesday, the
wine export crisis and the tot systern wil]
be analysed on our Insight page. On
Thursday there will a report on the wine
exporters’ conference.

=
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A FUTURE IN THE WORLD OF WINE

Playingwith

the big boys

cTIHeld9

SOUTH Afvican wines are

the new millennium. .

E next 20 years will declde whetrer
South Africa'can become a global player

on the international wine market, but a ,
lack of understandlng of internationat market

world renowned — but does the |

industry have what it takes to be aglobal playerina shrinking
f| arena? Consumer Writer GUSTAY THIEL looks at the strategies
that afm to make an assayit onthe international wine market in

R
R -
a slege econo; yl to be confronted with what
- appeared to be smiling faces and an expanding
watld market for South Aftican wines,
“What ene foresaw was the growth in prof.

trends has left the country lagging behlnd New i itability ad Infinltum; 3 continuous growth in

World wine producers like Australia,

 exports, imited only by constraints in natural

The lack of stretures to antlcipate trends an Tesource avallability,” says Sples,

the international market can, according to Kim
Green, CEO of the South Aftican Wine and
Spitlts Exporters’ Assoclation (Sawsea), be rectl-
fied of the Industry’s new strategy, Winetech
Vislon 2020, is successfully implemented,

The project Is headed by Dr Philip Sples,
who will have the task of suggesting methods
of transformation for the industry to make
South Afiica globally cormpetitive,

Sples says the Industry is not facing a ciisis,
and emphasised that the Industry coukt only be
successtul if a total strategy s foliowed,

He adds that negative and blased newspaper
articles about the industry and aiso the preva.
lence of the tot System can do harm to the
Industry which, he'said, Is not warranted,

The industry Js trying to come to terms with
a surplus of 100 000 Htres of white wine, the
result of a trend in Europe to drink mostly red
wine, and because wine drinkers on that contl-
nent are not yet enamoured with South Aftlcan
wines, simply because the country only entered
the international export market in 1994 for the
first time on a large scale,

According to Sples, the South ‘The indmtry
African wine industry ts defined emerged tobe

as the “Interrelated and interde.

pendent cluster of primary, sec- COHﬁOHtGd with

It is agalnst this backdrop that a number
of important players in the Industry, includ-
ing the KWV and Sawsea, saw the neeqd for
developing a strategy on where the loca]
Industry Is heading, and where it should be
heading,

The strategy Is sponsored by Winetech,
which Is an association of five of the most
Important stakeholders in the Industry: The
Assoclation of Cape Wina Estates, the Cape
Wine and Splrit Institute, the Cape Wine Cel-
lars Committee, the KWV and the Foundation
for Research Development,

Winetech's constitution dictates that it
must support the wine Industry with expertise,
enabling it to be cost effective while producing
quality wines and other grape-based producis
through the appllcatlon of environmentaliy
friendly technologies.

Spies will present the key strategic planning
behind Vision 2020 at an exponters’ conference
It Paarl on Wednesday.

He gave the Cape Times an exclusive look at
his inltial propasals,

It states that there must be
a clear undesstanding within
the wine Industry of the Tong
term global wine'scene and of

ondary and tertary soclo-eco. smiling ﬁlCES and tiie dominant forces shaping

nomic activities within the

the future of the global wine

South Afrlean economy which | gn expanding " industry,
are based on viticulture”, There must also be a clear
Prlmary activities are those makatﬁ’ ]‘ SOEHT . understanding of the current
relating to resource management Aﬁ1can Wines ™ sltuation In the Industry; and
and farming, secondary activitles there must be a perception of
arecellara.ndmanufactwtng—based ; “success, a viglon of an ideal
an&I tertlary cover marketing, sales w..State pf affairs within the
and logistics.  * " : ; dnduswy, 5T
Says Spies: “Fhe wine Industry, similar to othey . Although Viston 2020 15 still in Uts infancy
agrcuturally-based industries fn South Afiis, was,  and no cancrete D] have yet been made,

for most of the twentieth centu govemed by a
system of statutory controls whi provided clear
operatlonalgu[delines to producers and other
stakeholders,

“An additienal factot whigh inhibited lheI
development of the Industry was the political
sltuation In South Aflea. ) )

“International sanctios eroded pid Southi
African wine Industry’s share of the global mas. -
ket and often unorthodox Steps were needed to
protect the industry.” ot

South African wines, experts agrbe, became
the flavour of the month after 1994,

“The Industry emerged from the confines of

Splesis optimistic that it wil provide the frame.
work to make an assault on the world wing
market in the new millennium, .

Vision 2020 will focus on bioad based
human development, which includes not only
education, but also improvements in the quall-
3' of life of those communities that are directly

ependent on the long term viability and suc.
cessofthewine Industry, | Lot

Focus will also be placed op, technological
Innovaticn, which means a continuous
Improvement in the competence and capablli-
ty of the wine Industry to offer better coducts
and services tomorrow than that wi Ich are

offered todoy.

Sound infrastructure is gnother area ofinter.
est, which includes research and educatlona]
infrastructure which are necessary for the sys.
talnable development of the valye cha In
of wine,

. Emphasfs will also be Placed on 4n invitin
operating environment, which includes soun
government policles relating to the wine indus.
try, effective institutions and sufficient finan.
clal support, While the document sounds very
academic, It provides an initial inteltectual
framewark for future action,

. Green says “there are a lot of pasitives in oar
Industry and It fs simply a questlon of ﬁetﬁng
the right strategy n place to ensure t at we
become a globally influential player”,



ANGER OVER ‘MONCPOLY’

Brandy b

WINE-MAKERS blame the industry giants who imported
brandy to SA for the surplus white wine with which they are
now stuck with, Consumer Wiiter GUSTAY THIEL reports.

NE producers in the
Western Cape say a
monopoly on the pro-

duction and importing of brandy
in South Africa is a huge con-
tributing factor in the current
oversupply of white wine.

The Cape Times reporsted yes-
terday on the crisis in the wine
industry, which has an excess
100 000 lttres of white wine and
10 market to sell it to.

Four producers of white wine
in the Western Cape spake yester-
day about their unhappiness with
the fact that the KWV, Distillers
Corporation and the Stellenbosch
Farmers” Winery (SFW) held a
monopoly in the brandy industry
in South Africa.

The producers said they
wished to speak on condition of
anonymity because they believed

that the three wine and brandy
producers would victimise them
by not buying their white wine.

According to KWV's public
relattons managet, Henry Hop-
kins, the wine co-operative’s mar-
ket research showed thiee years
ago that a demand for brandy
wotuld increase rapidly towards
theend of the millennium.

SFW and Distillers ordered
2,28 million litres of matured
brandy, mainly from France, and
KWV imported 0,32 litres.

When the expected demand
for brandy did not materialise, the
South Aftican market was flooded
with an excess of brandy.

This, according to the wine-
makers, meant that thete was no
demand for white wine from
KWV, SFW and Distillers Corpora-
Hon, who use large quantities of

the winen distilling brandy.

“The situation is dire for us

because not only are we unable to-

selt our white wine overseas, but
we cannot sell it to KWV, SFW or
Distillers who normally buy from
s

declining demand for brandy is
- due to high interest rates, which
have led to a decrease in cen-
sumer spending. :

‘The wine farmers who spoke

to the Cape Times say the three
brandy producers should have
made provision fora downward
spiralinthe market, - .

The wine-makers add that
stringent export rules make it dif-
ficult for thém to market wines
overseas, To export one bottle of
wine to the United Kingdom, for
instance, costs R14.

To import one bottle to South
Afrlca costs as litthe as 25 cents,

Wine-makers now blame the
South African government for not
putting more regulations in place

KWV officially says that E.m.

_mBm@ in wine glut

Swn

+ to protect them against the

imbalance.

Hopkins refused to comment
on the brandy issue, saying it was
a sensitive matter within the wine
industry.

He referred the Cape Timesto |-

Frans Stroebel of the SFW and

Merwe Botha of Distillers Corpo- |-

ration, but neither was available

- ~forcomment.

The wine-makers agree that
the oversupply of white wine is
not a result only of excessive
‘imports of brandy.

They add that the South
African wine industry reacted too
slowly to a decline in demand for
white wine on the international
market.

“We are trying desperately to
plant new vineyards, but it is an
expensive process and does not
happen overnight .,. We recelve

‘no funding from the government

and ... the wine industry is not
Tooking good,” a wine-maker
®50Pogoit :
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WINE production in South Africa steted more
| than 300 years ago and today the country is the
eighth lasgest producer in the wotld, but this
position is under threat due to a fluctuating
international market. il \he fnter
i + ... - [Furopean countries stifl dominate the inter-
w ﬂﬁﬂﬁmﬁ -~ '} “national market, with France holding almost
3. Gemany '~ § - 23%, ltaly 22%and Spain 13,6%. -
4. Seandinavia “The first vines in South Africa were planted
5. Beigium ~#. in1655 by the first govemor of the Cape, Jan
6. Far East ~wan Riebeeck. Wines were produced at
7.Canada - -~ Roschheuvel, today known as Rishopscourt.
8. Switznand The Dutch, hawever, showed liktle inclina-
9.France 5 tion to grow vines onr a large scale in the Cape,
10. Rest af Africa and it was only after the French Huguenofs set-
i 11.USA : m&aﬁﬁnﬁmvaeﬁanassmuﬂuus
§ 12, Australasia flourish. .
5 13, Middle East . In the eighteenth century, production
§ 14, Rest ofWestemn Eurcpe ... sowed because of resistance from Eurcpe.
§ 15, central America tn the nineteenth century, Britain’s wat
3 16. Eastem Europe with France opened that market for the Cape,
i 17. Austria but when peace was established between the
18 Africen Slands two, the industry wason thebrink of collapse.
y 19. SouthAmerica. -... Theestablishment i the early part of this
i t. " §.-century of the Ko-Operatiewe Wijnbouers
Total: 0 +* -} Vereniging or KWV saw the regeneration of the
" Trischart Etacntw . Industry. Since then the industry has grown
duaction, Heatth and Quality *“1intil the dawn of democracy in 1994 when
overseas markets opened up for cur wines. i

e e ol 7 ¢ Tt

o $IF LT

——\

SA learns a _oﬁm_dms >=mqm&mb vineyards

TWENTY FIVE years ago Australia had no sig-
nificant wine industry, but theyembarked an a
programme to make the country the dominant
force on the international market.

Calted Strategy 2025, it aims to make Aus-
tralia the most influential and profitable suppli-

desire to be the biggest wine producer in the
world — that honour lies with France — but to
be the most influential -

The strategy is designed around enhandng
the tmage and reputation of Australian wines
by concentrating on quality and entrenching
innovation as the driving force to achieve a
competitive advantage over Europe’s biggest

er of branded wines, *pioneering wineasa uni-  producers. R .- .
versal first choice lifestyle beverage”, -~ - - rding to Van der Lee, Amstralfa current-

The project Is headed by Paul van der Lee of Ty rates second in competitiveness behind tradi-
the Winemakers' Federation.of Australia, who  tlonal European winemaking countries.

estimates that the country’s wine industry will
achieve $4,5 billion in annual sales by 2025,
The South African industry studied Strategy
2025 in getail before deciding s embark on the
compilation of its own document, Wintech

America is in third place, followed by Chile,
Ttaly, New Zealand, South Africa, Argentina,
Eastern Europe and a number of other South
American countries. -

Van der Lee says the South African wine

Vision 2020. industry can improve significantly on its com-
This document will aim tomake the coun-  petitiveniess if Viston 2020 can be implemented
try able to deal with the changing demands of  successfully.

the international wine market.

/ Australia overtly states that they do not

He adds that the global wine market will
become increasingly cuf-throat with world

wine sales only increasing from $65bn today to
$69bn in 2025, which will mean an actual

dedline in the votume of wing consumed.

Australia thinks Europe will remain ¢
most important export market well into ©
next century.

Europe will concentrate on tappir. r
markets on that continent while not ig..
the three biggest markets: France, the ! 5.
Kingdom and Germany-

Astraiia has embarked on a programme to
plant 40000 new hectares over the next decade
tostay in tovech with demand.

it s in this area that South Africa will have
to follow the example of the Australians.

South Africa has 100 000 hectares of vine-
yands, but the majority of these are white wine
grapes and the trend, worldwide, is to grow
more red wine:

Australia, through Strategy 2025, has
already prepared for a matked increase in red
wine production.
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Wine exporters still at |
odds overidea of levy

_.o_._mm..n.ooox

EARLIER hepes of having a statutory
levy on wine exports set up by the be-
ginning of last month are being dashed
as industry stakeholders still grapple
with the merits and size of the levy.

A key issue that came out at recent
public hearings in Stellenbosch — held
under the auspices of the National Agri-
cultural Marketing Council — was that
all exporters did not agree on the ne-
cessity and merits of a levy.,

National Agricultural Marketing
Council chairman Eckart Kassier said
exporters of bulk wine said they would
not benefit from generic advertising of
SA wines. This was because the bulk
wine was blended with wines of other
countries, such as Canada.

“The (wines of } SA origin are lost in
the process,” Kassier said. .

The plan with the proposed levy was
to boost sales of SA wines overseas and

jrdevelop US and eastern markets,
1% It was proposed earlier that a com-

Fhcs

the exporters and local producers. It

o 18[2/1

92 G
was argued that exports helped to pre-

vent a glut on the local market and

-boosted local prices. .

SA Wine and Spirits Exporters’ As-
sociation chief Kim Green said if there
was undue resistance from producers,
the idea of including themesjn the !
scheme would be dropped. % - -

Kassier said yesterday no.finality
had been reached after the hearings.

“The council will report H.mw.ﬁm (agri-
culture) minister, probablyafter our
meeting in October,” he said.,

Kassier said if the proposal for a levy
was to be implemented, then it would
probably be introduced only for a two-
year period after which its continuation
would be reviewed.

Wine Industry Trust chairman
Michael Fridjhon said the applicant for

the levy was a new wine industry forum.
At present R3,5m a year is being gen-
erated for export promotion through
voluntary contributions made by about
110 exportess, = T
The-idéa hehind-t

héfniew compulso-

pulsory fevy be introduced and paid by ry levy @uml:dm.ﬁ_\va:mmwwi the amounk,
but to spread the collection base.
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. This is almost the éxact
“asmount of excess wine that the
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INDUSTRY isryirg tolck the

"facing its most sefious crisis indecades one that could, -+ ! g
. : SEII0US CTISES T MDLCS 7 o™, o b 2 - Wigindus is cusrently stuck with.
cripple the Industry —by inderplayiig the amotint 6f i ?ﬁa‘%%;ot?ﬁl o5 his ipression o
wine it cannot sell. Consumer Wiiter GUSTAV THIEL reports. */recent visit to the United King-
' e PO STl ki dom, the biggest importer of [
E most up-to-date wine_ ; for 10 wine co-operatives m the : South Aftican wine, was that they
Y industry figures show that ;- Breede River Valley, confacted the ", .are diinking less South African
‘ more than a quarter of a1Lf-£ Cape Times yesterday to'say that“a %~ wine and that European drinkers

the white wine produced in 1998 '~ figure of 100 000 lLitres is a serious ‘are switching to red wines,
is going bad in cellars around the ' misrepresentation of the facts,

I i+ The fact is that the excess 100
countty. ¢ *f . because even relatively small co- Fymillion litres will have to be
< This is because the industry " * Gpérdtives in the Breede Rives val- % dumped. Says Boonzaaler: “You |

was not prepared for a down-turmn “Jey are stuck with at least one mil- }%ﬁt‘annofc keep white wine for too
in the international market for . lion litres of white wine that they %

fong in the cellars, It is already niot

- white wine and because too much. . > - cannotsell”. ;.5 - o +" "a¢f good enough quality to sell as

- The Cape Times reported on
Monday what industry leaders .
had publicly admitted for the first
time — that it'was stuck with
100 000 litres of white wine from
the 1998 harvest. ,

This figure was verified by the

chief executive of the SA Wine -

and Spirits Exporters’ Association,
Kim Green, and the director of
Anglo American Wines, Don
Tooth.

Green said the industry bad to

be realistic in admitting the white

wine excess, but added that “one
bad article in the international
media can cost the industry mil-
lions of dollars”. _
Caliie Hickman of South

African Wine Industry Informa- |

tion and Systems, a Paarl-based
organisation initiated by the
industry to keep tabs on ail statis-
tics, confirmed yesterday that the
‘initial figure of 100 000 litres was
“3 total underestimation”. :
Hickman says the excess
amount of white wine exceeds 100

" million litres — almost a quaster of

the total amount of white wine
produced in South Africa last year.

. Hickman says there “should be
no misunderstanding within the

industry about the excess ”

amounts because we supply them
with the latest figures”. ]

Jaco Boorizaater, who works

‘brandy was imported from *i - 'However, it was"n'qt only

Europe.

ures wrong. Michael Fridiohn, the
' previous minister of agriculture’s
special adviser on wine and pre-
*sent chairperson of the Wine
industry Trust, said the excess

. amoun is one mitlion litres.

Philip Spies, project leader of
Winetech 2020, an industry initia-
tive aimed at finding the right
solutions to the problems within
the wine industry, says the media
can cause “great damage” with
negative reporting.

Green says the export market
is “highly competitive” and that it.
needed positive reporting in the
media to project a better image
overseas. - .

.. Hickman insists industry play-
ers Had all the information on
excess wine production in South
Africa. ‘

Nearly 815 miilion litres of
wine were produced in South

* Africa in 1998, Of these, only 544

- million were used for so-called

“good wine”, meaning the wine

dnmk by consumers, - -
.- The rest is used in the fortifica-

tion of brandy or in other distilled
wines. Hickman says white wine
makes up 84% of all good wines
made in South Africa. -

_This means that some 456 mil-

* lion litres of white wine are pro-
duced annuaily, of which ah‘o_u‘

* 100 million litres isexported.

Green and Tooth who got the fig- .~

giality wine.” i S .

= ~Green “warned that’any
attempt to sell poor quality white
“wine on the international market
"will do irreparable damage to our
trademark”. '

A Cape Times investigation
found evidence that wine makers
are seiling some of the excess
white wine in so-called papsakke
to farm labourers.

The KWV has expressed con-
¢cern about a proliferation of wine
smuggling in the Western Cape.
This practice could be aided by the

excess amounts of whiie wine on ;

the market, according to a KWV
spokesperson.

Hickman says that in 1993
there was an excess of 260 million
litres of all wine, but then it was
used to make brandy and other
distilled wines. :

Three years ago, the KWV, Dis-
tillers Corporation and the Stel-
lenbosch Farmers’ Winery bought
almost 2,5 million litres of brandy
from Europe on advice from the
Cape Wine and Spirit Institute. As
a result the market is currently
flooded with brandy and there is
no market for all the white wine.

The 100 million litres repre-
sents an income of almost R2 bil-
lion for wine producers in South
Africa. 1f the wine has to be
dumped, it will be a serlous blow to

" theentire South African economy.
@See Insight, Page 15
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SALES OPERATED LIKE TOT SYSTEM

Papsak operation halted

) 3 bought
ershi structuresto  bosch Farmers’ Winery
) ﬂ%ﬁmﬂwﬂﬁ% ofapew  white wine for making brandy
’ Snmm;n . from Argentina and France. But
" Rnox said that formetly KWV-. _ reduced consumer spending it

SA white wine glut
‘caused by deregulation’
cucon 1D [4[8149 NIAE

ey teportedly want-
ed to remain ananymous for fear of not
THE glut of white wine u_w mﬁ:ﬁwqwmn —= w_.m._num %«ﬂm«g sell their wine to the three
this weel ed on ex- 3 !
Mm—w_unu.ﬂhwmﬂ_%nﬂwﬁ of brandy over recent However, KWV spokesmen Willem
years — was also caused by wine in-
dustry deregulation being implemented

E)

Times nEm, week™

THE South African wine industry is too fragmentedto deal
‘with its future and to tackle the important issues of .

Bestbler, backed by director Henty transformatien and upliftment of the poor. Consumer

Hopkins, sajd the current glut of white

: ica hiad fed o a brandy
. + s ted as “a kind of grand-  Soutt: Africa bad ay
for the Tret e g T Y Emzmas& oo _5 Sm_mwmmﬂ:mmw o Writer GUSTAV THIEL reports. o ‘ Ww%mwm%&m industry”, but had - glut, which w&&ﬁﬁasv:m
" i ay. pared ko some surpluses o . . . . - H agotoa winesmphs. "~
moc_umww wuw__h_ v.mmﬁq.‘ﬂuw«m reportedly “The difference is that before. the OGY Wine Corporation  been involved in muﬂuwbm approk- Bucwwmnn M..—HMMNNMEW olte . Wine faers in the Western
blamed the KWV, Distillers Co-opera- KWV was obliged by law to buy surplus owns the Berg-and-Brook  imatingthetorsysteny”. - - COMpany, i o - owrie Cape Lold the Cape Times yester-
tive and Stellenbosch Farmers' Winery  wine on the local market 35 part of 2 farm from which indepen- A spokesperson for Sptersaid  “shareholders. .. e day that KWV had a market for
FW) for having imported 2,60-million  surplus removal scheme.” The glut was demt wine producer Tjaart van der  the Spier resort’s wine and enter- ‘Formerly KWV had adminis-. 5 L e spiits ot Russia, bist
_n_m, { cognac from France since 1997.  not only as a result of the cognac im- gl ed th -_.“ | papsak  taimment components were oper- _tered the industry, and if farmers 't capitalise on this because
,:Mw w_wa the imports depressed sales  ports of Eo,.umﬂ two Mmmaﬂrw_._mmﬂ_% “m .._.Mm__”_wﬂw_.wmﬂnon Hmuomwnmp.ugm ated separately and that neither .En:.ﬁ::w&a_ww g_n H“m uﬂHBﬂEun vaw_mna o oo much
i white wine as overnment’s scrappin. — e ot - Y
wﬂ:ﬂaﬁﬂuﬁmﬁﬂ.ﬁm—@ have been manum of which the KWV was obliged to Cape Tines yesterday. had been invaived I ﬂ. N.E.:Em couldn’t ?:nmn waysofdis- _fortheir paocluct. 37
bought for the produciion of brandy  Buyexcess wineon the market. Van der Walt's operation —he  inthe totsystem. ! Y posingofit. w5 S u..gwnﬁmumwammuum 7
and cognac. In addition, this year's grape crop rented space from wm_.m.mba.unomw Alithe {amiiies B “Nobody has . .cents a litre fox witite wine, by L
Since the imports, demand for wasthe biggest ever, Hopkins said. — was stopped by Trilogy'schief ~ on Trilogy's Berg- . the responsibility -most wine makers foel that this is
brandy and cognac has dropped and Sapa reports that the [farmers wine maker, Ben Radford, this  and-Brook farm are today to buy wine _ foolosw, = ‘
white wine sales have plunged to a blamed government for not putling week. Van der Walt may stillmake  to be rehoused Ina ¥ ate " .i..:0me Stellenbasch wine maker
d low this year more regulations in plac to protect b teellittothe village that has . that farmers +savs most of the white wine will -
i situation s dire for us because  them mmw_nw. imbatances in demand ﬂwﬁamwﬁwﬁ - schools, shops and wmaanmw.iﬁ. nnﬂ‘waaﬁwﬁﬂﬁg oo !
r white andsu . - ) LS o ;
E.: ouﬂ“mha&%ww__.ﬂ% MM_"“ _n...mo Kwv, ?mwm&a_ has invited producers sit- Trilogy’s deputy chairperson,  medical mmo_wwmw._._ The Cape Times . - Knox Eﬁn -uunﬁ the _“wmnwncw.
Mmﬂ% or Distlllers who normally buy  tingon excess white wine to deliver it to Graham Knox, told the Cape Krox said the foported this week try is facing complex pro =
from us,” the farmers told the Cape thecompany. Times yesterday that Berg-and-  workess identified . that farmers have « but he fecls that “we _“S_mmuocm&

3 Brook farm families, to some of  tn the article on 2 excess of 100 million litzes of * positive energy within ous ranks
whom Van der Waltsold wine  the effects of the papsak system hive mine that they cannot el 1o+ 0 make a suceess of the futuse of
under circumstances that equate did not live on mﬁm.mzn.ﬂ.w_.nomr The reason for this ispartly s@eindsry. - . |

e to the tot system, willbe moving  but might have bought wine from O e mkers have  +-~Whatwe desperately need s |
) illage in the area whichis'  Van der Walt. a p irment from all wine pro-
toa viiee Africa30  switched to drinking red wine.  commil
m_.mﬁaﬂ cBm ppier's uplitment pro- éﬁuﬂaﬂ#ﬂhﬁﬁwamgaﬁ mms says  Three years age KWV, the Dis- aﬁm“uu.%nswhumu vauﬁnuu.uagu.
e, . i tellen- ton ocratisation.
Knox said Trilogy had “never  South Africa needs visionary lead-  #illers Corporation mnm.m T
-_— - _— -

1o win in world wine , SA must serve up the _uo:@:_@? mbm_m@amﬁ m&omﬁ%@ buckets

IN the last part of our current indep.h look at the wine industry, Consumer

Wiiter GUSTAV THIEL examines the future position ofthe industry in

international markets.

E consumption of wine in South Africa

— is stagnant and could even decrease, and

therefare the wine industry will have to
concentrate on export markets.

The CEC of the SA Wine and Spirit
Exporters Association (SAWSEA), Kim Green,
told industry leaders at an export conference in
Paarl yesterday that the per capita consumption
of wine in South Aftica is about 9 litres per year
as opposed to an average of 221 in our main
export markets,

m The South African wine industry is facing an
A

(EMINE .

immediate crisis with an excess of 100 million
litres of white wine, most of which will have to
be dumped.

“Fram 1994 we have seen unprecedented
market growth where the market was buoyant
and we could sell whatever we produced”
Green said.

“However, this has been problematic as we
have not had sufficient time to learn about
these markets and their requirements from a
product and service perspective.”

Green said the general trend in South

Africa’s major export markets — the United
Kingdom, Germany and the Benelux countries
—Is for consumers to drink more red wine and
todrink less, but better quality, wine,

She added that wine is seen as a lifestyle bev-
erage and a fairly healthy akternative to other
forms of alcohol.

The United Kingdom, Germany and the
Benelux countries are the major importers of
South African wine because they have an
increasing awareness of wine, are more adven-
turous and are buying so-cailed new worid
wines,

Green emphasised that South Africa can stilf
offer good value for money wines and have,
from 1994 when tt markets opened up te

cT 9]¢ {49

this country, been fortunate in the way the
“Mandelz factor” impacted on exports.

According to SAWSEA the people of the UK
consume about 10% of the entire annual
worldwide wine production.

France stil consumes the most wine at 46%
while South Africans dsink 2,6%. .

The average Sterling price of a Pottle of
South African wine on the international mar-
kets is £3,62 per 750m! bottle.

‘This is significantly cheaper than the £4,49
for Australian wine and £4,34 for American
wine — yet Austraiia still holds a significantly
greater share of the market than does South
Africain the UK.

In Germany and the Netherlands, South

African wines still hold a higher shase than
other new world producers like Austraiia and
Chile, bt Green warns that these competitors
"are fast making inroads in these viable
markets”. -

Green said at the exporters’ conference that
the perception of local wines plays a huge part
in how well they sell overseas. .

Europeans feel that South Africa exports too
much ordinary white wine 21 the botiom of the
market and that there are not enough large
brands.“Seuth Africa does not show a undfied
face and is seen as a poor service provider,”
according to Green.

She added that South African wine produc-
€rs need to take a marketing rather than a pro-

duction view and should listen to what the
CONSWMEr Wants.,

*“The wotld per capita consamption is still
increasing in cur major export markets,

“These will always be a market for quality
wine over a range of prices.”

The wine world, South Africa included, can
take heart from two ublquitous phenomena,
however. Most of the wine — 70% — is sold In
mass markets in lower price ranges. The
remaining 30% 1s sold in vestaurants and in spe-
ciality wine stores at higher prices. .

South Africa will need to concentrate on
exploiting the higher end of the market tobe a
successful player in the international wine
industry.
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Crumb of comfort

Nicola

DURBAN — A R67m compensa-
tion payment made to Stelen.
basch Farmers' Winery (SFW)
for the loss of certabn distribu-
tion rights in SA was the re-
deeming feature of an otherwise
dismal year to.June.

The Rembrandt subsidlary
lost the distribution rights to
several International brands, in-
cluding Bells whisky and
Booths gin when British compa-
ny Dlageo switched to the in-
house distribution of its prod-
ucts. SFW received R67m in
Compensation, a significant fac-

“for in the 204 rise In at-
Ec_._amw_m_:nnams_ﬁ.wm.q:..

However, turnover dropped

7% to R2,03bn, and net operat-
ing income after depreciation
tumbled 35% to R120m as the
impact of losing the distribu.
tian rights took full effect,

Headline earnings droppe
to 40.4¢ from 7dc and the finat
dividend of I1c a share {1598:
22¢) brought the annyal total to
17e(30c).

SFW chairman Jeff Matherhe
said the drop in profits was ex-
perienced against a dramatic
shrinkage in loca) consumer
spending. The €ompany was ai-
50 forced to absorb sharply-
higher excise duties on certain
products to avoid passing on
further price hikes to con-
sumers. The shortage of red
wine further curtaited growth.

Malherbe said SFW was
countering the lost distribution
rights by “aggressively grow-
ing the market for the locally
produced whisky Three Ships.
The company has acquired the
distribution rights for one of the
country's top four Scotch
whisky brands, Scottish Leader
with effect from July 1.

QLgvinery

SFW has continued leading
in the fast-expanding alcoholic
fruit beverage sector where it
attalned a 75% market share for
the year under review. The in-
troduction of Hunter's Dry had
met with “a positive résponse”
fram local consumers,

The product category was
also showing encouraging po-
tential abroad, Savanna cider
has been launched in Eurcpe to
alavourable initfal reaction,

Malherbe said the shortage
of nohle red wine cultivars was
being addressed through the
expansion of SFW's own nurs-
ery to stock growers and by se-
curing these relationships with
longterm contracts for premi-
um quality grapes.

The company was also en-
gaged in partnerships to accel
erate  vineyard development
Programmes among suppliers,
he said.

#0 20/8ag

UQUOR Higher excise duties add to poor results

SFW suffers from

consumer hangover
i«E@E@_ |

Mare Hasenruss

CAPE EDITOR

Cape Town - Stellenbosch Farm-
ars' Winery (SFW), the wine and
spirits producer, suffered 2
consumer spending hangover in
the year to June 30, reporting
yesterday that after-tax profit
and dividends fell more than
40 percent to R63,2 million and
17c a share, respectively

Frans Stroebel, the manag-
ing director, attributed the drop
in profit to more than a “dra.
matic shrinkage” in spending,
SFW was also forced to absorb
higker excise duties on some
products to avoid passing on
price increases to consumers,

The company's turnover

dipped 7 percent to k2 billion,
but trading margins were
squeezed from over 16 percent
10 8.3 percent, knocking operat-
ing profit down 23 percent to
R166 million,

Stroebel said SFW also Jost
the distribution rights to
several international scotch
brands and a gin when Diageo
switched to the in-house distri-
bution of its products.

SFW received R67 million to
compensate for the loss of the
Diageo distribution rights.

The payment was aceounted
for as an exceptional profit,
which pushed attributable pet
income up aimost 20 percent to
Ri29 million.

Stroebel said the loss of the
distribution rights was being

NOT CELLAR BOUND (from left) Frans Stroebel ,
aging director of SFW, and Smartie Genade, the group opera-
tions divector, are confident about the wine ang Spirifs produc-
r’s future:prospects despite profit spiralling downwardsin -

the year to June 30

countered by aggressively
grawing the market for Three
Ships, a locally produced
whisky pioneered by SFW.

He said the company had
alsg acquired the distribution
righis for one of South Africa’s
top four Scotch whisky brands
with effect from July this year.
- Jeff Malherbe, the chair-
man of SFW, said the company
continued to lead the fast
growing alcoholic fiuit bever.
ages market, where it held a
75 percent market share.

Stroebel said exports,

(v 2

R

-

theman-

PHOTD: ANDEEWY BROWN

comprising mainly wines, -
Tepresented more than 10per
cent of SFW's total sales,

One industry source specu-
lated that SFW would be mar-
keting fruit jutces offshore in
what could be a Jucrative depar-
ture from the traditional wine-
dominated export business, '

“Teseoms SFW will be soure-
ing the raw materials for fruit
Juices and ¢iders overseas and -
introducing newly adapted
brands on these markets.”

SFW lost 5¢ to finish at R4
on the JSE yestenday
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Cape Town - Trylogy Winecorp; -
the freshly resiructured prodicar

of premium South African wines,

had linked uvp with a large pri-
vately owned wine producer.to -

distribute wines in the domestic
market, Johann Laubser, the
managing director, mma mﬁ gm
weekend..

He said- .H_nﬁom% on.EmH.E
called Savanha Holdings, had.
signed a° noSBHmEob&mmmm
agreement with Vinimark; -

“Being predominantly wine-

resourced for and positioned as a

..‘Emgcﬁoﬂ in'this mmm_amuﬁ to.en-
‘giire that our:brands grow. mﬂm..
. perform to their true potenti

Trylogy, which this year intro-

duced a major debt-remodelling
* . gtrategy, hougestop wine brands.

Its reshaping involved the

- merger of a:.mm. of the Cape’s
HmmaEm “wine producet’ |5m._.

Spier” Group; 25
oncmb mbn mm&b&m

the: GN mE.owm EE Zom.E Aner-

ica .aoEa ooscbsm 10 am ﬁ.&_&mn_,

250,

ﬁoaomm
u WINE
by m Ladlam, the internal

mxuoﬁ manager, Laubser said.
SEBmH.w would:distribute

_m.%_ms:m ro=muamm and IV

Spears wines to major retail
thains and liguor outlets, as well
asthe “on nosmsacﬂon,_ hotel and

- restatrant trade in South Africa.

Tim Rands, the Vinimark
managing director, said the ven-
ture with Trylogy was® Q%munmn
by the group's oosnmnﬁg with
Em Spier wine estate. . .- -

* “Trylogy- shates Were uniraded
on Friday m..oB & previgus n_omm of

|
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Cape Town. — A dramatic shump in
brandy sales and the need to set
aside funds for a- wine develop-

ment trust pushed the KWV
Group into the red in the
18 months to June 30, Willem
Barnard, the managing director;
said yesterday.

He said he was, however,
optimistic about prospects in the
year to come as the group’s hew
strategic framework took shape
and the slump in brandy sales
hottomed out. He expected ex-
ports in quality wines and grape
juice concentrates to do well,

The results reflected the
group’s switch from a co-opera-
five to a fully fledged but unlisted
comparny. ] :

Barnard said KWV would no
longer carry buffer stocks of
brandy for wholesalers, who last

e (pR) 90/ 4| 49

year ordered local an? irhporfed
brandy “rather copicusly”, hased
on demand over the last five years.

High interest raies and a
decline in non-essential spending
had detlated demand, and whole-
salers took up less than half of
what they ordered in 1997, leaving
KWV holding huge stocks.
Brandy sales declined by 67,7 per-
cent in 1998. :

KWV declared a maiden
dividend of 3¢ for 390 million out
of the 600 million authorised
Class A shares issued.

Barnard said the company
had started providing the
1R369,7 million it had committed
to the new South African Wine
Tndustry Trust, thus affecting
cash flow.

KWV also started VinPro, the
group consultancy and technolo-
gy transfer division. A new white
wine pressing cellar and other

ch KWY into red

(RwiNE.

wine making tacilities were
commissioned earlier this year.

KWV discounted the liability
to the new trust and debited the
after-tax amount of R131,6 mil-
lion as an exceptional item. As a
result, net income for the period
of R55,3 million was converted
into a loss of R76,3 million,

Barnard said there had been
an encouraging increase in the
sales of grape juice concentrate,
which had been repositioned as a
profit-making commodity on the
international market.

KWV's wines continued to do
well in international competi-
tions, vindicating its investments
in modern pressing and fermen-
tation plant and equipment.

Export income was boosted by

the favourable exchange rate in-

the second half of 1998,
KWV shares. closed un-
changed at R9,75 yesterday.
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Cape Town South Afridah Wwinemakers

should set up an export marketing Com- .
baily to maximise exports in the face of
weak domestic ‘demand, Jeff Malhérbe,

the chairman of Steflenbosch Farmers’
Winery, said in the company’s latest an-
nualreport. =

,;,-I\{Lallhenbe_;;'gaid; fh",é .g;byg‘r‘;pm_enat ‘
shoilld also consider urgently providing *

financial support for the extensive
blanting of new cultivars, which were
more popular on overseas
’ ‘marke’tss:".( NN ‘:\."::"r :
©Combpetition “in" *the
industry had intensified
. because of .the stagnant -
“domestic market and the.
entry of foreign wine
makers., | e L
- .. While the tfénd towards
| slobalisation had also.creat.
«£d opportunities for the’
local wine industry, export
;. efforts had been hampered
g ',S'qﬁtlh Africa of the sale of poor quality.
wines in the *inﬁéy;iatiénal\,mar,ll{et,t',’
Malherbe said,.. ."" o
.. Steps had been taken to tackle this
through the establishment of a more
representative.'exporters"body - the
© South . African Wine and Spirits

1" Exporters AN T woiild ‘ber

funded by a statutory exportlevy
* But Malherbe said: “While these

steps are welcome, I am not sure they go
far encugh'to estabiish our wines

rketing, co
CURNGY i ERiImIceh. To virlye
(D ing™™ " " "er(

' R oo ] EFCERT
., overseas. In Wy view, ,t_heﬁ'uture of the

[ragmentation .and “the ‘feal"riékl o,

" I)‘IE.“@ 15)'0’;1#: h!;
South African wine industry lies in the
international markgt. The guality of
our wines has incréased dramatically
and we can hold our own in any
market,” >

., Malherbe said it %@vaé important for

the bigger exporters f‘() consider joining
up to form one export marketing com-

pany, Swhich could lead to 4 bettér

exploitation of thé varigus export mar-

kets, assist in further expanding those

markets where we already have a
foothold and seek new
marketsy’. |

-8 ‘The' fufiire’ of - _ The probletiy with'Sofith
our industry
lies offshore.

{ We can now
§hold our own
“§in any market’

g

African wine was ot its
. guality, but its price. South
African prices were way
. above those for Australian
and Chileari wines and an
export company would ben-
efif from efficiencies of
scalﬂg;c‘_.i*eated,by joint mar-
keting and’ distributing
eﬂofgg‘ifrk X e
South A’fri&“fi 8ls0 did not have
enough wine made from the cultivars.

‘that were popular “overseq‘s, In other

wine-making countries, _Bovernments
provided financial assistance io growers
to uproot old cultivars and establish new
oOnes, o

“Given the status of the wine indus-

“try ine South' Afetes: its "Expo¥t potéritial

and that it is one of the biggest employ-
ers in the country, the governnifent
should attend to this problem as a majter
of urgency,” Malherbe said, &

&




Q.m ma; act against govt

SA’s port producers, who' “remain

“.ouuo,wm.a to- key .aspects of the wines ° would benefit ,d:q,mxﬁoﬁ.omaﬁﬁm?

names. | . .

- _‘-Karel Nel; the chairman of Port Pro- °

- diicers of SA; said although his associ-
‘ elaimé 'to Srepresent

. Additionally, SAhasagreed to phas:
out the use.of the names:port-and sher-
ry.for fortified wines'in export:markets

“about 5 y's 35 opro- | in five wmw—.w,wﬁa.mmwmwﬂﬂ.%mw_.mﬁ in::the
“duicers of thiswine—= believes govern- Southern :African: ‘Development -COm-
|- ment negotiated -a-better Qm&‘.mo_..,mrm miunity. Tn domestic markets, SA may -

Vcountry, the trade, development:-and

! co-operation accord would not benefit .

..port and sherry producers directly.- :
riy concern d that

continue using the names for 12 years.
N The assoclation -will decide on-0c
tober: 25
deadline

He was particiatar]

for.- the.:finalisation-
4 4. EE S

b

* the - promised financial . assistance, -
worth €156m, to, aid the syestructuring” .
of the SA wines. and. spirits - $ector,:

and spirits accord between SA and the - ﬁnoﬁ_.oacnmum. R S
European Union (EU), will meet soon to  -:.In terms .of the agreed parls of the :
cidé the I ext course of action'in the : wines and spirits accord,” 32-million:
snn,mw..w‘wmﬁ.._u.w&m to ¢ling on to brand * jitres of.SA’s table wines will benefi

J - from taiff concessionsto the EU.

T (BIWINE
wines ‘and spifits talks — whether to
demancd direct compensation from gov-.
ernment orto launch a court challenge.
~: Speaking after th ' signing of the'deal
this-week, Trade aiid Tndustry Minister
Alec Erwin said government had yet to

nwnﬁm.,o:waiwno:mmnwn ﬁ_.oammmnmc
‘financial agsistance.: « «: e

‘A, senior government. official said:
We are.not: talking about compensa-
tion.” “Jt-is ‘unclear how

£15mwasarrived at-

the figure of

-Nel; in-an interview before the deal's
signing; said: thé association believed

SA was-“bulliéd into the agreement’,

. However,-he was broadly hapby with
_.fhe way gove ]
—just days- before the fresh - =———
of :the .

ment handled the talks.

A e .,m.wmanm_,.m_.oﬁ.mmmwmwwﬁ




“GUSTAV THIEL
' CONSUMER WRITER

THE giant wine company KWY, which
ansformed itself tW0 years ago from
1 almost exclusively white Co-opera
ve, is starting to normalise I rela
nship with the govemment.. -/ -
KV chairman Louréns jonker said -
iri s anfivual address in Paarl yésterday
at $ince the co-bperative!
pany, thers were indications f

RN

-

_The relationship b ﬁsmmﬁ.ﬁm.\in,

government and the KWV has been
‘”&Eﬂbﬂﬂmnﬂpﬂ Agriculiure Minister

arek-Hanekom threatened the com-

“pany with legal sction over its plans to
cqnvert from a co-operative, but pever, .
g momoémn.ﬂdonmd.owgm.ﬁmmﬁ. S

T spite of the ti tion, the,

in spite of the i

overnmeént that the contribition °
' of'thé wine industry to the South
~African and Western Cape econormies

- was no longer underestimated. ° )

- cultural produ
._.mwgm.nﬁS_Enmmmﬂmﬂwﬁﬁ ., .t mad

ing with govt, says KWV

- < #This view is maintained despite
.the fact.that capitalist countries, such
as the USA, and the European Union
‘o not hesitate to grant and adjust
subsidies when riecessary.”- ~
. Hesadfl 1e wine industry was look:
*ing for realistic Import measures to pio-
‘tect South Africa’s agficultural products.
. againist highly subsidised imports. )
] . Jonker also sa e hoped money
“fora wine indistry trust would:be
; rihigyear. oL

aR

government still remains suspicious
about the cominitment of the KWV 10
transformation ini the wine indusiry.
Said jonker: “We are looking for-
ward to a new phase of co-operation’
and developrent to the benefit not
only of the wine industry, Wit also.the
country and its people.” - - o
* - Jonker, However, criticised the gov-
érnment's view that-the “fate of agr-

¢t should bé:entirely

et 14/




AT Al

Stellenbosch Farmers Winery

exportere ﬂ

tehairman Jeff Malherbe has called n .

.the company’s latest annual report
" for 'the country’s major wine
"exporters to consider joining one
marketmg and distributing company
to.create collective efficiencies and
Better exploit markets abroad.
:*While the South African Wine and
Splrlt Exporters’ Association can assist
in co-ordinating our international sales,

and furthermg the establishment ofa .

generm approach, it would in my view be
necessary for the bigger exporters o con-
sider joining one export marketing com-
pany to assist in expanding those mar-
kets where we already have a foothold,
.and to seek new markets,” hesaid,

. Mr Malherbe added that South
Afmca S wine exporting initiatives were
being hampered by a lack of suitable
grapé varietals to match the demand of
foreign palates.

Cape v1neyards he urged he govern-
ment to provide resources to speed up
this process.

“Given the status of the Wine mdustry
in South Africa, its export potential, its
contribution to state revenue and'that it
isone of the biggest employers in the
country, the government should attend to
this problem as a matter of urgency.”

Referring to the bilateral negotiations
between South Africa and the European
TUnion on wines and spirits, he said agree-
ment in principle had been reached. |

The obligations on the part of South
African producers of port and sherry to
consider alternative names for these
product categories had been postponed
for 12 vears and would thus “not have any
short-term impact on the group’s consid-
erable investment in these fortified
wines”.~ Sapa
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-and follows approval by Land and >m:- Meanwhile, it has emerged t E.mﬁ m,> is .

: plication by éxporters foralevy

ex @onoam _9\% m@waoﬁw&

unas wine. ?.on_:nmnm. says it is Scu
carly to say what the reaction. of 1 non-
m> cSZm mmuonm-,w are Eo _mnmmﬁ m:..ozm., ; exporting producers will be to the levy,
certain farming séctors to have to Um% a S:.nr is bc/fon all mxwoZm The levyis

= .__«:_..w

The levy is payable from this :52: _“generic promotionof SA wines,

culture Minister Thokg, ‘Didiza of E..,mﬂ. . _not mo:..m muo:m_..io boost :m premier.
" wines overseas, " ”
Didiza also approved a proposal Emn . SA Wine and. mc_:nm .mxvo:mz.. >mmc.

he levy be ,muv:a.mE.m to awwcﬂnm«wmbn a. ‘nmwzo?m EE_.DBQ_ . &n,. ,Emﬁ

period.of two years, after whichthe pos-. ' steps must be take |
mEEQ of m,ﬁm:&:m ittoother partiesin, ' putof _u-.maﬁw \

z_m wine mmnﬁo_. ——even nwu.mxuon_ g
producers-_ would be investigated. .

KWK, an cﬂmmb_mwcoz _.mvwommﬁ_:m

R = > % mi:

- ing brands’endug _m,v/r (
REME% no«:ﬁmcﬁzﬁ overseas E
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- Belinda >=awﬂwm=“.._., .

“their capaéity

one of the.]

iTWO .SA  wine" .makers have ag it
“nouriced link-ups which will_boost A fi

|- home-grown wines, it .. ,

: One inittative is an international . .shared commitment by the partners while,” he said.

costcutting link-up, the other, alocal e
quisition:that.wilj see the creatio

Cts ] the’. ing with thé added investmant need- ,
rst year. Thales, which will initially _ ed to make quality wines.-So if you “owner of a large Fran
.investanRim, chose SA as an invest-- can “reduce ‘costs:.in . the ‘way 'theé - hads :beécome the

to produce; quality. .
: _Emun.dmmn:mndz because - of a Thales process does, it isveryworth- in a Swiss consortj

to producing quality wines. |

: The Paarl-based initiative, to be ~:123ha estate that used to belo
led, . Th obertoPalazzolg, |, . 1

will “iis€” the " Thales: te .- Cotnit. Riccardo - Agust.
lean gn.n@.wmo.cﬁwm_.mw% owns. Agusta Wines and is ¢
arrel Costs.about R3 4 M.and:lasts ,..of Trauve Est e, will’

“There is an international trendto  for only 3out four years..The Th
better quality wines and the prices process chemically =sterilises. : the .
that you can charge are not increas- _barrel, adding an extra fewyears'life,
i : il a different sort of lnkup,
schhoek es
major shareholder
um, that -spent ;

R30m last year to buy LaTerraluc;a.

ng;to

ales -
:the.

the
tate |-

vest afurth er Rém to develop 30k
d.wine vineyards on
=~ Thé two ‘estates will

T

~sortium including dire :
- the  former ‘vice-president . of
-~ Deutsche Bank Hong:Kong:; S
. cific :

,Peter Berthold,

m_n.mnm.

mo%%um%..

onth

fogethi
the.major. produce
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SA’s revamped and deregulated
wine Industry has not yet seen
the end of a string of changes
and could be facing & “shake.
out” of some smaller estates by
next year, says Stellenbosch
Farmers' Winery corporate dl-
rector Andre Steyn,

“The honeymoon is over,” e
says. “From next year there wilt
be consolldation in the Industry,
Many smaller estates have expe-
tlenced record sales and exports
for atong time.

But competition with coun.
trles like Australla and the US [s
ontheincrease.”

Steyn says In Australta, the
four biggest producers control
80% of the market, a scenario
that is ilkely to develop in SA
overtime.

Inthe past two years the wine
industry has shed regulatory
controls refated to prices and

tes,

Wine industry must change to compete,

quotas and set up new organisa-
tlons to run Information adimin.
istration and quallty control,

Farmers can no longerturn to
the former co-operative KWV to
buy, at a fixed price, all wine sur-
pluses. Now a company, Kwv
can focus on its core business of
wine-making and sales,

Thanks to the efiorts of tor-
mer land and agriculture minis-
ter Derek Hanekom and KWwv,
the Industry now has pledged
R370m over the next 10 years to
a trust that will oversee black
empowerment and research —
and support exports.

Theemphasls on generic pro-
motion Is reflected in the money
allocated to this by the trust.

Out of seven items to be fund.
ed this year and next, generic

promotion Is to recelve by far
the higgest amount of R6 5m,

For the next two years a total
of R22m will be spent on Items
like research, “voluntary” sur-
plus wine removal and dlifferent
projects for new black farmers,
wine makers and farm workers,

The question Is whether the
Industry Js ready to run along
the lines of France and Aus.
tralia’s well-funded and estab-
Itished wine sectors,

“Not quite,” says the SA Wine
and Spirits Assoclation’s Kim
Green,

Green belleves that, unlike
Australta, which has a very pos-
itlve association for wine
drinkers worldwlde, SA i3 stil}
haunted by ghosts from the past.

Another reason why strong

but

b il
& \ writes Louise Cook

94

SA brands are lacking is short
supply, she says. Steyn sees
black empowerment In the wine
Industry as disappointing,

Thus far only Stellenbosch
Farmers' Winery and a handful
of private landowners In the
Western Cape have started any
tangible empowerment Pprojects.

The projects seem to have hit
& lull and there are no more than
about half a dozen in total.

An industry that Is perceived
to be white-controlled could per-
petuate negativity towards SA
and iis products,

Many small co-operatives
and companies claim to be run-
ning vast empowerment pro-
fects. Upon closer scrutiny, they
are doing no more than giving
special tralning to one or two

black employees.
Thedevelopment arm

of the wine Industry trust
has allocated more than
Rdtn to assist new farm-
ers for 1999/2000,

Wine Industry Trust
GM Marthinus Saunder-
.son says there is no
doubt that a1l the money
will he paid out for
farmer settlement pre-
jects next year and that
this will be done In co-op-

WINE

eratlon with financiers and de-
velopment agents like the land
affairs department, the banks
and the Agricultural Research
Council.

“The trust has not yet pald
out any money since # was set
up in March this year because
guidelines and criteria  for
spending first had to be de
vised,” says Saunderson .

“There are the best part of 45
applicatlons for funding that
have come In and they vary irom
money for a soccer club in the
winelands to buykng expensive
farmland.*

Saunderson says the tedious
pace of black empowerment is
Rot only true for the wine induys.
try but agriculture as a whols,
This is due to the relatively jow-
er returns on investment kn farm.
Ing, compared to other sectors,

“Black empowerment [n agri-
culture, and wine for that ma.
ter, Is less likely to take off in pri-
mary farming.

“in secondlary indusiries ke
distribution, protessing  and
packaging, there Is a greater
chance of attracting tnvest.
ment,” he says,

The challenge is to preserve
the superb: standards In wine
making that have been built up
over more than 300 years while
adapting to globalisation and SA
beingaworld player.

few lgacks

e ———————




C o rmeane

Emma TrHoMASSOMN
Omva Town - Black South

Africans are breathing

Dew life into the country’s
wine indusiry which saw ex-
horts surge after the fall of
apartheld but is now facing stify
competition from other “New
World” producers.

South Afriemn wine exports
soared from 20miRlion Hitres in
199210 HE millim litres lastyear
as the country eame back into
fashion after yearsof apartheid-
era sanctions, with many con-
sumers keen to drink to Nelson
Mandela’s new democracy

But the rate of growth is de-
clining in Soufh Africa's main
markets of Britain, Germany
and the Netherlands, where
other so-called New World wine
producers like dnstralia, Chile
and California are movin, g in.

Back home, the majestic
Cape wine estates are still most.
ly owned by white Afrikaners,
many of whim ave resistant to
learning from their competiters
after years of aparthefd isols.
ton or to improving eonditions
for their workers.

Bnt soene in the industry are
waking up to the reality of the
new South Africa ang tapping
the talent of the Hack majority,
ﬁmbnhwﬁmﬂgﬂnﬁmng_w
them the tricks of fhe trade,

Michael Frijoen runs the
newly created Wine, Industry
Trust aimed at pramoiing South

“The Cape wine industry has
constantly lagged behind it
New Warld competition in terms
of performance and the boom
post-1994 didn't help becanse it
became too easy” Frijoen said,

“A lot of the local puys see

¢

-——

themselves as tog old and experi-
enced, while the empowerment
EUYS g0 to overseas markets and
Iearn,” he saig, “fhoge empow-
erment schemes that reaily work
will do an excellent job for ex.
port promotion. The itnage of
(South African wine will be en-
hanged.”
Alan Nelson, who owns the
now world-fatnous Nelson's
Creek vineyard, has blazed a
trail. In 1988 he bought a bank.
rupt estate and promised the
workers still living on the prop-
erly he would give them tand i
they helped him create a cham-
pion estate.
Two years ago Nelson kept
his promise and donated 9.5

hectares to his workers who
have recently produceqd their
first wines marketed under the
“New Beginnings" Iabe) which
boasts it is “produced, matured
and bottled in the pew South
Africa”.

In an industry where most
workers are paid less than Ri50
rand a week, making their own
wine has been a boon, The New
Beginnings cooperative plans to
use its profits to buy more land
and build its own cellar, a bot.
tling plant and new housing,

“These days we've got our
own vehicles and farnijure and
other things " saig o-opetative
mentber Matthaeus Thabo, who
is also Nelson's apprentice wine

WINE

There are ‘new beginnings’ for black winemakers

maker. “People want to work
harder because they know it is
their own Jand.”

New Beginnings is now mar-
keted as the wine of choice of
South Africa’s emerging black
miiddle class and was served at
the inaugural dinner of Tito
Mboweni. the eountry’s first
black Reserve Bank governor, in
August.

Meanwhile, the Wine Indus-
try Trust is paying for some 40
black and mixed-race workers to
undergo a crash course in the
history of wine and wine mak-
ingand the fine art of tasting.

“We need mare wine ambas-
sadors. Historically the industry
has been white and male domi.

nated,” said Helene Scott HSW
the Cape Wine Acadeiny, who ix
leading the courss,

Participants win emerae
with a diploma and hopefully
bresent tastings of South
African wines at internationat
shows, giving the Puhlic face of
the country's wine a more repre
sentative complexion.

“Black people have never
besn wine lovers ang here are
doors being opened for us,” fvan
Davids. a preduction manager at
a wine estate, said as he sipped a
Chardonnay, “] used 1o just {ake
wine for granted, 1 never tasted
it

Another course participant,
Wellington Metshane, i5 atready

C: m% w_m?
on his way t ind his ol
wines and persuading his
friends to ditch their beloved
beer in favour of & more refined
Hpple,

“As soon as black people start
to be wine makers there are
going to be some good ones,”
Metshane said.

Metshane has alveady been
0n a training course in Frapee's
wine-producing Bordeaux re-
gion and has dearnt valuable tips
about production methods he is
applying back home,

But those like Metshane and
Davids are the exceptions in an
industry which employs over
300000 farm workers,

Nicky Taylor, a lawyer for the
Centre for Rural Legal Studies,
said workers gaining aceess to
land and breaking into wine
making were still the exception
rather than the rule and relieq
on the discretion of farmers like
Nelson,

“Not many farmers in the

wine industry have decided to g0

0 eyuily share schetnes,” she
said. “But one would hope there
would be more initiatives to in-
crease worker participation in
decision making in the work-
place.”

And Taylor said although it
had leng been fltegal to pay farm
workers in wine, some un-
scrapuloas farmers still prac-
tised the so-called “dop™ systenm.

“The conditions on many
farms are a cause for concern,
with poor housing and a lack of
compliance with basic labour
legislation as well as socia) prob-
lems like alcohol abyse.” she
said. “Even if the dap system is
eliminated, because workers
have become addicted to alcohol
over the years, they use their
hard-earned wages to buy aleo-
hol.” - Reuaters
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