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Wine Victoria (WV) is the peak body representing the Victorian wine industry. We advocate on behalf of the wine industry ensuring the issues that are important to our members remain a high priority with the Victorian Government and our national governing bodies. Our mission is to develop and enhance the long-term sustainability of the Victorian wine industry.
Industry profile

Victoria has 21 distinct wine regions that span the entire state, with more than 800 wineries and 300 vineyards that produce a wide range of wine varieties and associated wine tourism experiences. The Victorian wine industry also has more than 600 cellar doors that receive 1.5 million winery visitors per year. The Victorian wine industry has an estimated economic value of $1.04 billion per annum.
Wine is a grape to glass industry where there is often the capability to do everything onsite, from the viticultural process through to processing, bottling, marketing, sales and even hospitality.

Central to primary production, manufacturing, tourism, trade and retailing, the Victorian wine industry is a unique contributor to Victoria’s regional development agenda, and provides a foundation for strong regional economic growth.  
The wine industry directly employs over 2,600 regional Victorians in grape growing and winemaking, and indirectly employs more than 11,500 through administration, tourism and hospitality functions.

State of the industry

Despite the economic and cultural contribution of the wine industry, Victoria is challenged by ongoing issues related to grape and wine oversupply. An expert report commissioned by the Winemakers Federation of Australia (WFA) on the Profitability and Dynamics of the Australian Wine Industry attributed this issue to a ‘perfect storm’ of economic pressures that have resulted in declining grape and wine company profits.  

The report identified that export returns declined sharply in traditional wine markets since 2007.  This coincided with the rise of the Australian dollar and a concentrating retailing market has been reducing retail competition and narrowing profit margins for growers and winemakers. A membership survey conducted by Wine Victoria found that 65 per cent of the industry did not make a profit in the 2011-12 financial year, further 2012-13 annual winesales and tax data analysis by Wine Victoria indicates that this figure could be closer to 90 per cent.  A startling figure when you consider that the majority of Victorian wineries are small to medium businesses. 
With the Australian dollar falling in recent years and a more equitable route to consumers through cellar door sales, there is significant opportunity for profitable growth. 
A partnership between the Victorian wine industry and Victorian Government has the potential to increase regional economic growth and job creation, by working to increase Victoria’s share of the domestic and international markets while increasing the longer-term sustainability of the industry.
Drivers of regional growth

Trade and export

The world continues to have a taste for Victorian wine, which is exported to almost 80 countries around the world. 
In 2014 the top ten export markets for Victorian regionally labelled bottled wine exports by destination were mixed between traditional western markets and the emerging but growing Asian markets:

1. China

2. UK 

3. Canada

4. USA

5. New Zealand

6. Singapore 

7. Japan

8. Hong Kong

9. Denmark

10. Sweden 
An Expert Report commissioned by the Winemakers Federation of Australia (WFA), found that premium wines, such as those produced in Victoria, are increasingly sought-after in international markets due to their luxury associations. 
Encouragingly the Australian Grape and Wine Authority (AGWA) highlighted that last financial year, premium wine grew in many markets generating almost $450m or a quarter of the value of Australia's wine export market.  The AGWA report also highlighted that for the first time since 2007, premium wine exports to traditional markets like Britain and the US were growing.
Exploiting our premium competitive advantage will be key to Victoria’s and the industry’s exporting future, particularly as wine is known to be one of Victoria’s most valuable food export categories.
However there are barriers to increasing existing Victorian wine exports, including the state of the Australian dollar; lack of recognition of Victoria’s premium positioning and on-ground support in target export markets; and international competition. 

The task of increasing premium wine exports needs more commitment. New international markets for premium Victorian wine are key to maintaining and increasing productivity. 

Tourism

Tourism is an important economic driver for Victoria. In 2011-12, the direct and indirect contribution of the tourism industry to the Victorian economy was estimated at $19.1 billion and generated over 200,000 jobs. Almost half of this benefit was generated within regional Victoria. 
Tourism Victoria estimates that regional tourism has the potential to contribute $7 billion to the state economy by 2020. Increasing the perception of Victoria’s quality food and wine experiences is a key performance indicator to reach this target. Distinct wine regions and cellar door experiences were identified as a key part of this economic success – wine specific tourism has been values at $1 billion annually. 
Wine tourism is also key to capitalising on both domestic and international market tourism opportunities. Tourism Australia’s ‘Restaurant Australia’ campaign highlights this; it is based on research findings that access to ‘good food and wine’ is one of the top three reasons for choosing a holiday destination.

Tourism Victoria’s research findings also revealed that Australia ranked as the number one food and wine destination for visitors who travelled here from China, the UK, USA (all key markets for Victorian wine exports) in addition to France, India, Indonesia, Malaysia and South Korea.
Capitalising on this trend will be very important for the future of the Victorian wine industry as well as for the future of regional Victoria.  Increased regional tourism will improve the wine industry’s profit status and therefore the industry’s contribution to regional economies, as it generates cellar door visitation. Sales through cellar doors create a unique opportunity for wineries to have a direct relationship with customers, reducing the reliance on the narrowing retail market.
Despite the high proportion of Victorian wine companies having a cellar door facility, Wine Victoria’s annual membership surveys have revealed that direct cellar door sales comprise just a small percentage of total wine sales each year. This is of concern as the domestic retail market is consolidating, meaning that there are fewer routes to market. 

The need for domestic market growth through direct route-to-market means that regional wineries, particularly small-to-medium producers, are reliant on increasing sales through their cellar door. 
Employment
The Victorian wine industry is a significant employer within regional Victoria, from all stages of ‘grass to grape’ production and beyond. 

The wine industry directly employs over 2,600 regional Victorians in grape growing and winemaking, and indirectly employs more than 11,500 through administration, tourism and hospitality functions.
Environment

The wine industry is an important component to Victoria’s food and fibre performance – in addition to domestic wine sales of $1.04 billion annually, Victorian wine is exported to more than 80 countries with a value of $197 million in 2012-13. 

Environmental issues that impact on-farm productivity and sustainability are therefore an important aspect of the longevity of the Victorian wine industry. In particular, climate change, biosecurity, smoke taint and sustainable farming are the issues more likely to impact the quality and production of Victorian wine grapes. 
The wine industry has identified extension and adoption of wine grape research and development as the most effective way to facilitate environmental best practise and profitability in the wine sector, and therefore assist in meeting government objectives for food and fibre.
Approach to regional service delivery

There is significant opportunity for the Victorian wine industry to increase its contribution to regional growth and employment, particularly in the areas of trade and export, tourism, employment and best practise environmental management. 

In tougher economic times when all stakeholders have reduced revenue streams, Wine Victoria recognises that coordination between the Victorian wine industry and the Victorian Government will assist in capitalising on these opportunities. 
Key wine industry organisations such as the Australian Wine Research Institute (AWRI), Australian Grape and Wine Authority (AGWA), Wine Victoria and regional wine associations have allocated a variety of individual investments into relevant industry programs that are aimed at increasing domestic and international market shares. 

Partnering with industry in long-term programs that bridge the gap across portfolios can assist in streamlining the current government investment.  A partnership process can often overcome the often intermittent (grant based) and siloed approach to service delivery ‘streams’ by providing the most consistent method of delivering regional growth and job creation. 
In addition to optimising available funds, formalised partnerships will also allow the latest research and development from various partners to inform industry activities. 
A successful model for wine industry partnerships has been established by the Regional Extension and Adoption Memorandum of Understanding (MOU) which exists between Wine Victoria, AGWA, AWRI, and the Department of Environment and Primary Industries (DEPI). The MOU provides for four years of funding and delivery of environmentally focused industry extension and development activities within Victoria, with co-contributions from each party.
Recommendations
It is clear that the Victorian wine industry is a significant contributor to the economic growth and development of regional Victoria. However, further opportunity remains to optimise the current contribution and promote longer-term prosperity in regional Victoria. 
Wine Victoria recommends a long-term partnership approach to industry funding and program delivery in regional Victoria, both within the wine industry and between industry and the Victorian Government. 
In particular the policy areas of trade and export; tourism; employment and best practise environmental management would benefit from longer-term industry partnerships. 
The wine industry is often impacted by intricate policy areas with a range of stakeholders, and much of this policy is delivered while industry is operating in complex markets both domestically and internationally, making the goal of complementary rather than competing policy delivery a difficult task. 
A partnership approach where all partners have ‘skin in the game’ and the opportunity to share of research and development is most suited to assist industry to promote prosperity in regional Victoria, and sustainability of the Victorian wine industry.
For more information:
Rachael Sweeney - Wine Victoria Executive Officer 
secretariat@winevictoria.org.au
Ph: 03 9629 7752
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