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Re: Inquiry into the Wine Industry

Murray Valley Winegrowers’ Inc., on behalf of the 1350 winegrape growers in the
Murray-Darling and Swan Hill wine regions, wishes to alert Senators to the
continuing decline in the viability of winegrape production under current
arrangements.

Producing more than 400,000 tonnes annually, with a farm gate value of more than
$200 million pa, the Murray Valley NSW/VIC (incorporating the Murray-Darling &
Swan Hill wine regions) is the second-largest winegrape production area in Australia,
accounting for about 25% of the national crush.

The Murray Valley joins with the Riverland South Australia and Riverina NSW in a
triumviraté that accounts for about 60% of Australia®s annual production. These areas
are the major source of wine grapes for the 20 largest wine companies in Australia.

Incomes declining

A steady reduction over a number of years in the Weighted Average Price (WAP) for
premium red grape varieties is causing many growers acute hardship. For instance, the
WAP for Cabernet Sauvignon, Merlot and Shiraz has dropped in each of the past five

cars.

1999 2000 | 2001 | 2002 | 2003 | 2004 | 2005 $/t
$/tonne | $/t $/t §/t 5/ $it (estimated)

Cabernet

Sauvignon 1135 8§03 | 726 {686 538 487 1350
Merlot 1092|773 | 723 1614 [596 1535 1450
Shiraz 1146 812 | 736 | 802 |657 620 500

Source: Victorian Department of Primary Industries — annual Australian Regional Winegrape Crush
Surveys 1999-2004 Price Summary Data for Red Grapes. Est. data provided by Murray Valley
Winegrowers” Inc. : . e e : L

But even these figures can be misleading. About one third (450) of growers in the
Murray Valley NSW/VIC are not under contract to a major winery and enter the
marketplace each vear to find a buyer for their fruit. And for them over the past few
years the price per tonne for premium red varieties has been in the region of $100 to
$200. Sometimes a buyer hasn’t been found and the fruit dumped.

The only compensatory factor has been the good price for Chardonnay, but this year
even that has crashed — from a WAP in 2004 of $881/tonne to an estimated $700 or
less in 2005. The spot market price for Chardonnay is much worse, plummeting in
one year from about $900/tonng to $200/tonne.




1t is against this background that many growers feel compelled to go along with
policies, prices and terms that exploit the current situation, which wineries dismiss as

purely the result of over supply but which growers increasingly regard as a gross
imbalance in market power.

The uneven playing field, with the processors controlling the goals and shifting them
at will is littered with examples that render growers powerless, including:

Lack of dispute resolution provisions ~ Very few agreements for the sale of wine
grapes in the Murray Valley NSW/VIC contain provisions that enable growers {0
involve an independent third party should a conflict arise over price of fruit quality
assessment.

No price negotiation — There are no formal provisions that allow for meaningful
price negotiations. And if no dispute resolution process is available, and the grower 1s
under contract to supply fruit, what choice is there but to “accept” the price?

Unspecified terms of payment — South Australia has legislated terms of payment, as
do Griffith and the Shires of Leeton, Carrathoo! and Murrambidgee in the NSW.
Riverina. There are no statutory provisions in the Murray Valley NSW/VIC, leaving
wineries to impose whatever terms they wish. For example, the “terms” connected to
prices as low as $150/tonne are commonly three installments over a period of six
months’ or more.

No means to collectively bargain — A recommended simplified system of collective
bargaining has not beer-implemented: {Two years’ ago the Dawson review of the
Trade Practices Act recommended that notification to the ACCC replace the
cumbersome and expensive authorisation system. The government accepted the
recommendation). Collective bargaining may provide growers with the means to
legally form groups to engage wineries in genuine negotiation, But, two years’ later,
growers still wait!

No transparency — It has become commonplace in the Australian wine indusfry for
wineries to pay according to either:

e The value of the market in which the wine is intended to be sold, or is sold;

s  The flavours exhibited by grapes before harvest;

s The discretion of “the winemaker” post harvest;

e  The measurement of colour or sugar concentration in grapes.
Most of the procedures associated with such price-determination methods are
subjective and lack transparency. For example, the two largest wineries in the Murray
Valley decide final red grape prices onthe basi sof colour (measured in milligrams of
anthocyanin per gram berry weight). However, none of the equipment used is subject
to third party checks, no legal procedures are in place to protect the integrity of the
results, and results are provided to growers after harvest without any means for them
to be challenged. Instruments of trade in other industries have to conform to the
National Measurement Act, but not, as yet, in the Australian wine industry,
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These and other issues of concem have been addressed by the Winé Industry, % TR
Relations Committee (WIRC). This committee was formed in 2001 by repréégeﬂfa’é%%s" 4/

of the Winemakers’ Federation of Australia and then Wine Grape Growers’ Council .y
of Australia. This committee has endorsed the need for the inclusion of colitghctual i~
provisions for such things as dispute resolution, terms of payment etc. After four years e
too few wineries have acted on the endorsements. It has become apparent,

therefore, that a mandatory code of conduct is required for there to be

widespread adoptien of the outcomes of the WIRC process.

The inquiry into the wine industry by the Senate Rural and Regional Affairs and
Transport References Commitiee presents growers with hope — hope that matters that
govern winery/grower relationships come under the scrutiny of our law malkers,
resulting in action that balances 2 dangerously lopsided playing field.
Yours sincerely
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Submission of similar wording from:

PM Scopelliti Brenton John Booth Paul Freckleton John E. Keating
Katrina Freckleton
M Johnson J.M. Mason Barry Parfrey David Beard
Kevin Cock Bruce Dickie M.H. McKinnon James Bruce Garde
John Filippi Chris Halacas Peter Murphy Chris Halacas
Kevin C Butler Denise & Kym Mervyn Schmidt G.B. Cupper
Shirley F Butler Standley
BJ Garraway O. Sapuppo Michael Dolenec Grant R Carey
Thomas Vaolja LA Herath Alex Zoch lan Farnsworth
Wayne G. Clarke J. Koratzopoulos John Surta Ernest E. Anderson
Kevin Leo Leach Gary Leaman Bruno Moras R Moser
Lionel P Taylor John Murray Jenner Robert Alexander Bate | Shayne Hooper
C. Trobbiani F. Karakurt Stefan Alexis Bate Fred Rouse
Mark Rohde PG. St Leon Yvonne Bate W K MacDonald
P. Russell Phil Shaw Douglas A. Kelly Len Rohde
Elizabeth Sos Russell Paton Graeme Burrell Dawson Krake
Bryan N. Milner Wayne Davis TaraWilliams Francesca Bulzomi
Robin lan Walsh Peter V. Chamberlain B.D. Noyce Vincenzo Finis &
Cherie Finis
Steven Vulic Leonard Anthony Sam Sergi Mr Frank Caccaviello
Vaolja
B.P & R.L. Duffy Philip Sedgwick Joanne Spence Bruce Edward Caulfield
Rodney Ronde Vince Dorrico R& V Lattina& Sons | KL & RJHaynes
B.D. Lewis Craig Scheelos Dennis Brown Richard Murray
MA & JD Bridley Nick & Mary Cavallo | ThomasH. Lee Neil I. Graham
L.J. Hamilton Greg McDonald Rod Smith Joe Zappia
Lincoln Howard Barry Cock Barry Hoyle W.T. Dick
T.R & P.J. Murphy Kristine Harrington Melissa Parer JZ & SA.Beg
Colin Free G.A. Holland Jason Plant Naz. Tiassone
Pea Plant
Malcolm Kanizay Roy Date Dale Forbes & Gordon A. Smith
Judy Forbes Heather J. Smith
Mrs Maureen Saville Thelma Button David John Pratt Con Carpinteri
Shirley Rosemary Pratt
Peter & Teresa Gwenda Pippin Darren McGlashan Craig Urand
Koleczko
G.M. Symes Des M. Kranz Mark Byrnes lan W Carter
Thomas John Viali William A. Gresatz Clifio Sapuppo Russell Lynch
June W. Greatz M onigue Sapuppo
Frank Giugno Sarah Lascelles Tony Mangan B. Hurst & F. Hurst
G | Thompson Guiseppi Roccisano M. Combret Robert F Thompson
Warren Seaman Larry DeBlasio Carol Roberts Vince Cavallaro
Allan Roberts
David Oakley BJMcGinty Steve Lay Gary Sahota
G.P. Wallace
G.W. Gathercole Graham Cock Janez & Josefa Plut Wendy Joy Bate
Alice Valender Rod Nokes Giuseppe Finis J. Lando
Jeff Vallender
Peter Jansen Tom Demis Leo Mammone Rosario Pizzo
Kerry Young Neville Gardner Donald Turner L Englefield
Robert Lowe Paul Andronescu Laurence Stanley Jeff Dewall




Phillips

Geoff Boulton Brian Baric Michael J. Donovan Ivan Cetinich
Cheryl Black Merle Dennis Keith Nickels Rocco Panuccio

Brian Dennis

Rick Dennis
Mark Collett Thomas O'Reilly Brian Phillips Neil Lindsay
Trevor Willcox Michael Whittall Colin K. Ferry Danielle White
Robert Lauder Karen Schreiber Steven Frasca Mario Cavallo
Harry Zafiroudis R.K. Pearson Marco Pediylieri M.H. Follett
Carole Tulloch Joe Cavallaro Peter Gardner Brian Zrna

Julie Zrna

Perboz Pty Ltd Robin Gebert Daryl Cumming Vaerie Arnold

Margaret Gebert
B.W. Kilpatrick Peter Begg Kerri Mitchell R.J.Baker
Laurie McCarthy Pat & LidiaForgionie | Grant Dwyer BP & PalLiebich
Vince Finis Melina Demasi Con Ziguras James Gebert
Jeff Alvey Brian Alderton Larry Caristo RJ& GR Sires Pty Ltd
P.F. Jenner Gary Thomas Glen Riodan lan Morrison
Ormond M. McLeod Shane Smith Matthew Robertson DJ& CSCullino
NW Simms Justin Kassulke Ken Thompson Dean Scott
David G. Dent Jan S O'Connor K. Miller Darren Wilson

Richard T. Oliver R.N. Menz
D.M. Connick B.L. Connick Bob Wilson G.A. Barnes

Gail Wilson T.A. Barnes
JK. Saville Margaret O'Connor Peter W O'Brieng Greg Hutchison
Philip Hand Russell McManus D. Butler Wayne Gleeson
Robert Arthur Maynard | C & T Markham Raymond M. Wood Kevin Sharman
Rachel Strachan Dominic A. Marozzi A.J. McCracken Frank Strubelj
Michael Dean P.H. Vandenberg Alan P. Polglase Tim George
Brian Sylvia Phillip Sheahan lan.L. Roberts Hayden Jones
K.E.Edwards Joe Garreffa Andrew S. Flanagan Jennifer A. Robertson
Vince Cavallo Shane Hoyle Cosimo Dichiera Neil Chiswell
Joanne Dichiera

B.K. Smith Joanne Farrell R Pitman Douglas Litchfield
Brian Campisi Chad Gorman Christine Argire Graeme Pain
Michael DePalma Trevor Schreiber John Robert Edmanson | Andrew Murdoch
Armando Simonetta Brad Bishop Josef Zagar DennisVining
P & H Taousaris D. Hrascenec A. Palamara T.M & SNunan
Brian Tyers R.G & G.J. Stephenson | Sebastian Mazzarella Les Page
Geoff Hocking Barry from Robinvale | LesLawrence Tony Caccavidllo
M. Giofrelle Evan Morrison Kerryn Lamshed HJ& LJBegg
Adrian Ribarits E. Morello John Pantazopoulan Pablo Ligouri
Simon Ribarits
Fabian Death WJ & CB Vines Greg Argiro Des Hilton
Richard Bail Michael Arnold Kevin & Sonia Edes Calin Clarke
Ralph Gallace Wayne Mason Warwick Taylor David Lyell
Stephen Costley Lauren J. Stacey Neale George Hancock | Richard Murphy
G.J. lzard Dougal F. Ledlie Hayley Siddons Greg Clayton
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