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Abstract 
 
The South Australian wine making value chain is analysed in order to identify any inefficiencies that 
limit the success and profitability of small wine makers and to make recommendations regarding 
possible value chain interventions. Despite wine being one of Australia’s most significant export 
industries, and a continually growing sector of the Australian economy, a few key wine-making 
bodies dominate a significant proportion of the market. This top-heavy value chain model 
disempowers the smaller wine makers and has led to an inefficient value chain that does not allow 
small wine makers to maximise their profits, resulting in forced exit. Whilst the South Australian and 
Federal governments place significant resources and efforts into supporting the wine industry, these 
actions have only partially assisted in removing the key barriers to success faced by small wine 
makers in South Australia. Presently, small wine makers are not able to optimise their participation 
in the value chain, and therefore their ultimate success, due to a number of factors including weak 
pricing, a lack of collaborative innovation (co-innovation), limited uptake of value chain business 
models and a power disparity with suppliers and other secondary related and supported industries 
in the industry cluster. 
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Introduction 
 
Wine Australia reported that wine production contributes over $40 billion to the Australian 
economy annually. There are 65 recognised wine regions in Australia, 2468 wine makers are 
currently active and Australia is ranked sixth in the world in terms of volume of wine production. 
Within those 2468 wine makers, over 2000 are classified as “small” wine makers. However, it is 
critical for the purposes of this analysis to note that, despite small wine makers constituting the 
majority in terms of number of participants, these 2000 wine makers only produce 8 per cent of 
Australia’s wine grape crush (Wine Australia, 2017a).  
 
Whilst South Australia has successfully conducted and supported a significant volume of research on 
the wine and food value chain through various programs, including the Primary Industries and 
Regions South Australia (PIRSA) Food for the Future Program and the Premier’s Food and Wine 
Council, there has been a lack of follow-through in providing adoptable opportunities to small 
producers/wine makers (Mugford and Ronan, 2010). Fearne (2009) reported on the viability and 
performance of various food and wine supply and value chains. This report contained a number of 
key findings and recommendations and has resulted in a number of ongoing initiatives being 
adopted by researchers and institutions such as PIRSA, the South Australian Department of Premier 
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and Cabinet and the University of Adelaide1. Fearne’s work highlighted the growing disconnection 
between small producers and the economic sustainability of the value chain, and the way in which 
this will lead to longer-term economic failures in the market and the loss of many small industry 
participants.  
 
Collectively, small wine makers fit into the category of small-to-medium enterprises (SMEs) and, 
whilst the abovementioned government initiatives go some way to supporting and understanding 
SMEs, they often neglect the producer-end inefficiencies that can result in significant financial losses 
for small players. Whilst there is growing research in the conduct and viability of SMEs and their 
value chains, the vast majority of value chain research has traditionally been focused on the larger 
linear value chain relationships (Monday and Wood-Harper, 2010).  
 
The issues faced by small South Australian wine makers are certainly not only a consequence of 
governmental failure to implement effective strategy, they are also a consequence of small firms’ 
own ongoing failure to adopt advanced, or even up-to-date, development strategies (Fearne, 2009). 
Many small wine makers do not appreciate the importance of managing or exploiting their value 
chains and have therefore not adapted in line with growth and changing needs (Monday and Wood-
Harper, 2010, p. 18):  
 

Throughout the wine industry supply chains, suppliers, grape growers, wine 
producers, sellers, and consumers are involved in the range of typical supply 
chain business processes. There is little evidence, however, that micro, small, and 
medium-sized wine producers are exploiting or are able to exploit the 
opportunities cited in the vast array of supply chain literature. 

 
Despite the best efforts of Fearne and other researchers, there remains a gap between the 
theoretical understanding of value chain inefficiencies in the wine industry and appropriate practical 
solutions to address them (Grant et al., 2014). 

The South Australian Wine Industry  

Overview 
 
South Australia has 18 recognised wine regions and accounts for approximately 56 per cent of 
Australia’s total vineyard area, producing the equivalent of over 800 million litres of wine per year 
and approximately 45 per cent of the total Australian grape crush (Wine Australia, 2017b). Further, 
South Australia has been cited as Australia’s most innovative wine industry cluster (Aylward, 2005).   
 
South Australian wine product is made up of approximately 75 per cent red varietals such as shiraz 
(36 per cent) and cabernet sauvignon (23 per cent), whilst the leading white varietal is chardonnay 
(12 per cent) (Wine Australia, 2017b). South Australian wine makers contribute significantly to the 
production of premium wines. In the 2017 Langton’s Classification of Fine Wine, South Australian 
wine makers were responsible for the production of 11 of the total of 21 wines, with the key 
assessment criteria being reputation and track record at auction (Langtons, 2017).  
 
As at mid-2017, the South Australian wine industry employed over 8,000 people and was composed 
of some 3,400 independent grape growers, 700 wineries and 340 cellar door operations (Wine South 
Australia, 2015).  

                                                        
1 University of Adelaide Program Sustainable Value Chain Analysis via https://www.adelaide.edu.au/wine-
future/research/successes/value_chain.html 
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Small vs large vintners 
 
Small wine makers are estimated to account for $1.3 billion in wine sales in the financial year 
2016/17, which is approximately 24 per cent of total national value. Whilst 45 per cent of this 
volume is sold through retailers, a further 30 per cent of sales are driven through cellar door 
operations (Wine Australia, 2017b). Table 1 below indicates the percentage of the total number of 
cellar doors in South Australia in each region, compared to that same region’s percentage of total 
volume of wine production. Areas that produce a higher volume of total wine crush have fewer 
cellar doors and are therefore less engaged in secondary industries such as hospitality and tourism. 
 
By contrast, Figure 1 indicates the number of growers per region and the size of their total operation 
in hectares. When compared with Table 1 this shows the difference in the core priorities and 
functions of different regions and therefore different sized firms.  
 
Table 1. Percentage of South Australian wine production volume compared with number of cellar 

doors in the same region 
 

SA wine region Percentage of SA wine 
production volume 

Percentage of SA cellar door 
operations 

Riverland 27 3 
Barossa Valley 18 22 

Clare Valley 7 6 
Padthaway 5 1 

Langhorne Creek 8 3 
McLaren Vale 10 19 
Adelaide Hills 5 12 
Coonawarra 11 7 

Other 9 27 
Source: adapted from Nipe et al. (2010) 

 
Figure 1. Number of growers per wine region by vineyard size 

 
 Source: Nipe et al. (2010) 

Export sales  
 
Australia is the world’s fifth largest wine exporter (Wine South Australia, 2015), with total exports 
valued at some $1.9B annually going to over 100 countries. As shown in Figure 2, South Australia is 
responsible for 70 per cent of Australia’s total wine exports, with China being the largest market by 
far. 
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Figure 2. Export value of South Australia’s top ten export destinations  
 

 
Source: Nipe et al. (2010) 

Domestic sales 
 
Domestic wine sales comprise the largest single market, accounting for approximately 40 per cent 
(some 500 million litres) of total Australian wine production per annum. Following a marginal decline 
in the previous five years, Australian wine consumption increased in 2016 (PIRSA, 2017). This arose 
from an increase in the consumption of lighter red varietals such as pinot noir and rosé (Wine 
Australia, 2017a).  
 
Cellar door sales grew by 6 per cent, being one of the strongest areas of revenue growth across the 
entire wine industry (Wine Australia, 2017b). By combining wine production with hospitality 
experiences, small wineries have been able to boost domestic sales and further increase brand 
loyalty (Bruwer, 2015).  

Mapping the Small Winery Value Chain  
 
Figure 3 shows a farmgate to consumer map of value chain inputs, key revenue points, relationships, 
actions and personnel. It is notable that, “even for a small-scale producer the number of parties 
involved and the relationships that exist are quite extensive and complex” (Monday and Wood-
Harper, 2010, p.17). 
 
Assessing Performance 

Porter’s Cluster Theory - the South Australian wine cluster 
 
Porter’s (1998) cluster theory relates to the relative concentration of connected businesses in one 
geographical location, such as suppliers, transport options, support industries and workforce, among 
other things. Porter’s cluster theory suggests that the development of an industry cluster will 
ultimately aid in innovation, productivity and competition, therefore resulting in cluster participants 
gaining a competitive advantage over outliers (Porter, 1998). The structure of this cluster is often 
represented as a diamond structure, whereby the four points of the diamond are: Factor Conditions, 
Firm Rivalry, Demand Conditions and Related Industries (Grant, 1991).  
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The South Australian wine cluster is one of the state’s largest and most interconnected business 
clusters. Soosay and Fearne (2011, p.128) note: 
 

It is one of the State’s great success stories with increased export sales, 
winemaking, grape production and related activities creating significant 
opportunities for employment and wealth generation and attracting a major 
share of R& D funding, from all over the world 

 
The cluster consists of (among other things) grape growers, grape pickers (flexible employees), wine 
makers, wineries, wine storage facilities, equipment hire services, consultant services, 
manufacturing entities providing bottling services and external regulatory and research bodies (Nipe 
et al., 2010).  

Assessing the cluster 
 
Factor conditions - favourable pre-existing conditions that allow a firm to develop within an industry 
(such as government policies, terroir, raw materials) 
 
There are a number of complementary factor conditions in South Australia that have led to the 
development of a strong business cluster and an attractive industry for new entrants (such as 
smaller wineries). The variable temperature and soil conditions across the state are conducive to 
grape growing but also offer the opportunity to grow different grapes in different regions (Wine 
South Australia, 2015). Further, as mentioned above, there is a degree of institutional and 
governmental support of the wine industry that encourages innovation, research and study in this 
area.  Due to the strength of the industry and the worldwide reputation of South Australian wines, 
there is a relatively large casual workforce available to perform grape picking and wine-making tasks 
at peak times of “vintage” (Wine South Australia, 2015).  
 
One major negative of the South Australian wine industry’s factor conditions is the potential for long 
periods of drought to influence production. Drought has always been a relevant factor for wine 
makers; however, with increasingly irregular weather patterns, there is growing concern regarding 
the long-term viability of grape growing in some regions (Nipe et al., 2010). 
 
Demand conditions - strong demand drives innovation, growth and product refinement 
 
There is a high degree of loyalty to South Australian wines among domestic consumers. However, 
demand has been weakened by corporate buy-outs and mass-export practices that continue to 
diminish the “prestige” element of the South Australian image (Nipe et al., 2010).   
 
Whilst the potential over-supply of low-grade grapes can weaken the value chain position of small 
and large grape growers alike, small wine makers with a focus on quality are still in high demand due 
to domestic brand loyalty and the attraction of emerging credence factors in demand domestically 
and overseas (Shane et al., 2018).  
 
Firm strategy & rivalry - a strong competition in the domestic market can create firm growth and 
therefore overall competitive advantage 
 
Grape growers, wine makers and brand owners alike are competing for their share of the vintners 
market and, as a result, participants are required to manage efficiently in order to survive. Fearne 
(2009) is highly critical of the current state of firm rivalry in the South Australian wine cluster and 
believes there is an inherent lack of understanding of the necessity of appropriate business strategy 
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at both a management level and an institutional level. Small wine makers in the value chain are 
increasingly under pressure to innovate and become more efficient and, as a consequence, it is a 
firm’s business strategy that will determine its long-term viability as both upstream and downstream 
value chain pressures can cause firms to fail.  
 
Supporting and related industries - if local supporting industries are prolific, firms can achieve a 
lower price for services and receive a better service 
 
There are both upstream and downstream cross-related industry participants that aid in the support 
of the South Australian wine industry. At the farm level, there are a number of firms that provide 
essential inputs for the grape growing/wine making process. Upstream, there are then a number of 
firms available to package, market and distribute the product both domestically and overseas. Often 
these firms are competing for clients and products; therefore, there is opportunity for better pricing 
and the exchange of knowledge. The presence and strength of supporting/related industry 
participants will often have a significant impact on the viability of a value chain due to the nature of 
the commercial relationships between the firms (Porter, 1998). The types of relationships between 
entities in the value chain and their relative strength can be seen in Figure 3 above.  

The value chain drivers  
 
The following is an analysis of the key drivers (Chopra and Meindl, 2013) that influence the function 
of the South Australian wine value chain as it currently stands.  
 
Facilities 
 
Two global giants of wine industry services, Amcor and Owen Illinois, have facilities in South 
Australia. Amcor has a bottling and labeling facility that is able to produce up to 400 million wine 
bottles per year, the equivalent of 90 per cent of South Australia’s wine bottling requirements (Nipe 
et al., 2010). Other supporting products such as wine bladders, barrels, pallets and viticulture 
products are all produced in South Australia. However, it is important to note that most of the firms 
providing these secondary services are operating in a monopoly or duopoly environment and are 
therefore price makers, which can be detrimental to small wine makers. At peak times, such as 
“vintage” when the grapes are being picked and processed, often the preferred providers are either 
unavailable or their costs become prohibitive to small firms.  
 
Inventory 
 
Availability of inventory is strong, as most producers have access to all required products and 
required inputs such as chemicals, barrels, tressling and other equipment. However, at times the 
nature of these products and their supply can be cost-prohibitive for individual small firms (Soosay 
and Fearne, 2011).  
 
Transportation 
 
The South Australian wine industry’s transport network is adequate, yet not overly efficient due to 
slow infrastructure upgrades, a fragmented and geographically disparate market, and transport 
options that are inconsistent with wine industry demands during peak times such as vintage. Small 
wine makers are unable to access well-priced transport services and often distribute their own 
products domestically rather than contract with a transport provider (Wine South Australia, 2015).  
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Information 
 
Industry support structures and government initiatives underpin many of the successful 
developments that have occurred in the South Australian and Australian wine industry since the 
early 1990s (Mugford and Ronan, 2010).  Beginning with the PIRSA Food for the Future program, the 
wine industry in South Australia has moved from strength to strength in taking bold and promising 
steps towards advancing the wine industry. These initiatives and institutions “are engaged in critical 
intermediary activities, most notably facilitating collective action and disseminating industry 
information” (Nipe et al., 2010, p.22).  
 
Pricing 
 
Due to a number of pricing issues, such as over-supply and over-production of low-grade grapes, 
South Australian vintners are “price takers”. For example, the average price per tonne for red wine 
grapes halved between 2000-2001 and 2010-2011 (Gunning-Trant and Shafron, 2012). However, 
there is increasing demand in both domestic and export markets for well-priced and high-quality 
wines from South Australia with other notable credence attributes such as organic production 
methods (Nipe et al., 2010; Shane et al., 2018).  

Constraints and Challenges 
 
Fearne’s 2009 report sets a high precedent for identifying challenges and constraints in the South 
Australia food and wine value chain. The report drew attention to a number of key value chain 
linkages and issues that he suggested, once addressed, would allow the entire South Australian food 
and wine value chain to successfully navigate both supply side and demand side shocks. The 
information below mentions a number of these constraints, whilst also highlighting others and 
adding to the matrix, in the context of challenges faced by the small winery value chain. 

Supply chain versus value chain approaches to business management  
 
Many South Australian producers, including small wine makers and wineries, are heavily involved in 
the production aspect of the business and tend to focus more on the “supply chain” approach to 
business, whereby they continually endeavor to refine a premium product without sufficient 
consideration for the end consumer (Fearne, 2009). SME wine firms simply lack the financial 
resources, time and knowledge to implement advanced business management processes (Chong, 
2007). As Fearne (2009, p.26) notes: 
 

South Australian food and wine businesses have been (and remain) too 
dependent on a supply chain model that separates individual businesses from the 
most important stakeholders – customers and consumers  

 
An important analysis of four SME wine producers from South Australia, conducted by Monday and 
Wood-Harper (2010), noted that the common measures for success across the four firms all related 
to demonstrating outstanding quality of product and ethical supply chain performance. Whilst these 
values are intrinsically important to a small business, they can lead to excessive value chain 
inefficiencies. Further, Monday and Wood-Harper (2010) observed that, whilst these small 
businesses were aware of ways in which value chain efficiencies could be developed, the potential 
benefits were not deemed sufficient to outweigh the perceived associated costs and risks. This 
supply chain oriented approach has left many small wineries “driving blind”, without a clear vision of 
the future of the business (Soosay and Fearne, 2011).  These findings corroborate the position put 
forward in the Fearne report.  
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Lack of co-innovation and knowledge sharing 
 
Despite the relatively high level of innovation present in the South Australian wine business cluster 
(Aylward, 2005), there is still a fundamental inefficiency in information flows between members of 
the cluster and therefore the entire value chain (Soosay and Fearne, 2011). Soosay and Fearne 
(2011) identify the major issue being that firms are reticent to share learning and knowledge, do not 
possess a shared vision and are therefore usually operating incompatible structures. Presently, most 
small wineries in South Australia do not take effective steps to address either upstream of 
downstream inefficiencies through collaboration. This lack of knowledge sharing has directly 
impacted the price and supply of South Australian wine, as discussed. Fearne (2009, p.26) concludes: 
 

There is a fundamental disconnection between primary producers, processors, 
distributors, retailers and consumers. This has resulted in a breakdown in 
relationships (there is very little trust between the different stakeholders in the 
value chain), and ineffective information flows, which underpin strategic planning 
and operational decisions within and between businesses. 

Over-supply and subsequent pricing issues 
 
The period of global economic recession between 2007 and 2009, in conjunction with a significant 
drought in South Australia, created an environment of over-supply of low-grade grapes at a time 
when both domestic and export demand was decreasing (Nipe et al., 2010). Many South Australian 
wine makers sought to realign their exports with overseas supermarket chains to continue driving 
profits. However, this was largely unsuccessful (with a few exceptions) and, as a result, the South 
Australian wine brand that had previously been synonymous with premium quality was somewhat 
weakened (Soosay and Fearne, 2011 and Grant et al., 2014) and vintners found themselves engaged 
in a “race to the bottom on costs” (Fearne, 2009, p.8). 
 
Further, as over-supply was forcing prices down, the costs associated with making wine in South 
Australia were increasing (such as for labour and other inputs) in contrast with international 
competitors. This economic situation highlighted the inefficiencies in the business cluster, whereby 
too many wine makers were improperly managed, growing the wrong type of grapes in the wrong 
area and still expecting to see financial returns similar to the early 2000s (Nipe et al., 2010). 
Critically, this financial crisis left many small wine makers in a position where they were unable to 
respond to changes in supply and demand that would normally be accounted for by general 
economic recalibration. This was due to the high capital cost of planting different wine varietals as 
well as the change in mindset this would require from a small business management perspective.  

Potential Interventions  
 
Presently, most small wine makers in South Australia work deliberately to maximise their return 
from the operative and long-standing factor conditions (such as terroir, temperature and 
government initiatives). However, this is no longer sufficient to achieve strategic fit. Changing cost 
structures and environmental conditions, as well as a lack of business adaptability, are resulting in a 
failure to match the available factor conditions with the growing segments of the market. 
 
Whilst not every small wine maker is in a position where adopting a value chain approach is a 
necessity or possibility, the following recommendations aim to isolate potential opportunities for 
small wineries looking to upscale their business protocols in order to improve strategic fit and 
ultimately maintain growth and development within a competitive industry.  



Big Success for Small Wineries                                                                                                                                      Prance 
 

Australasian Agribusiness Perspectives, 2018, Volume 21, Paper 13 Page 229 
 

 

Adopting a value chain approach  
 
The first and most significant hurdle for small wine makers is moving past the traditional supply 
chain model and adapting to a sophisticated value chain approach to business (Fearne, 2009). This is 
an immense challenge for many small wine makers as it requires a reconsideration of the firm’s core 
business and external stakeholder relationships in order to find the balance between responsiveness 
and efficiency (Chopra and Meindl, 2003). Value chain thinking requires a re-assessment of all 
existing linkages and the adoption of a more customer-focused model (Monday and Wood-Harper, 
2010; Chopra and Meindl, 2013). Many of the long-standing small wine businesses are family-owned 
and operated. As a result, there can be an inherent reticence to sever downstream relationships in 
order to achieve profit growth, whilst there simultaneously remains a lack of appreciation for the 
upstream consumer demands in growing markets (such as China) (Shane et al., 2018; Gu et al. 2017; 
Watkins, 2018). 
 
One of the clearest ways that a small winery can overcome this hurdle is by engaging a qualified and 
enthusiastic marketer and brand development manager (even in a part-time capacity). 
Subsequently, this marketer should be able to engage new markets and business opportunities, 
whilst at the same time, work with winery owners to modify existing products or develop new 
product lines to fit the target consumer (Shane et al., 2018) (Case Study 1). If small wine makers do 
not have the capacity or the desire to modify their existing products (a problem highlighted 
repeatedly in the Fearne report) then they are at risk of being forced to exit the industry.  
 

 

Case Study 1. Battle of Bosworth and Spring Seed Wines 
 

The Bosworth family of McLaren Vale South Australia, began their story as grape growers in the 
1970’s, and then opened the label “Battle of Bosworth” in 2001. Following the domestic success 
of Battle of Bosworth, the family branched out with a new label, “Spring Seed Wines” in 2011, 
adopting a modern and attractive marketing style for both domestic but also export sale, to 
much appreciation in the United States of America. The Bosworth family has proven to be 
expert in matching marketing techniques and credence attributes with consumer demand. 

 
Image 1- Comparison of the traditional Battle of Bosworth label with the Spring Seed Wine 

label 

 
(source: https://www.battleofbosworth.com.au/) 
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Success through co-innovation 
 
In order for small wineries to develop away from the classical supply chain model and learn to 
address inefficiencies in the value chain, small vintners should develop a focus on co-innovation and 
efficient knowledge sharing (Soosay and Fearne, 2011; Grant et al., 2014). Whilst many small firms 
have acted historically in relative isolation, there is now a demand that these firms collaborate with 
one another in order to avoid the pitfalls of increasing fixed costs of labour and farm level inputs and 
sluggish demand increases (Soosay and Fearne, 2011).  
 
This co-innovation should occur at both the downstream and upstream end of the value chain. At 
the farm level, a collaborative approach can empower the small firms to work in conjunction with 
one another to demand a better price on inputs from suppliers and avoid long-term lock-in price 
deals. Due to the relative lack of competition amongst suppliers of wine making equipment and 
viticulture equipment, as well as the high price of labour and facilities, small firms need to work 
together to share these costs and drive down the price of these inputs (Nipe et al., 2010).  
 
At the distribution (upstream) level, small wine makers need to engage pro-actively with the 
surrounding business clusters, such as tourism and hospitality. We have seen the significant rise in 
the success of cellar door operations; however, the most successful small firms are also combining 
their cellar door experiences with food or entertainment (Case Study 2). This action, in turn, 
develops brand loyalty, notoriety and return customers (Bruwer, 2015).  
 

 

Case Study 2. Maximilian’s Restaurant and Side Wood Wines 
 

Image 2- Maximilian’s golf tee off and Side Wood Cellar Door 

 
 (source: http://maximilians.com.au/) 

 
Based in Verdun in the Adelaide Hills, Maximilian’s is a three-part business with multiple small 
owner/operators working in conjunction to achieve business growth. Maximilian’s encompasses 
a function space, cellar door, restaurant and golf-driving range. Whilst the profit sharing and 
liquor licensing agreements may be more complex in the initial set-up stage, this type of 
arrangement is evidence of the sort of value chain and consumer focused approach Fearne and 
others recommend.  
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Addressing oversupply and pricing structures 
 
Existing as a small firm with a purely “product-based” supply chain business model can easily result 
in small wine makers being caught in the “commodity trap” (Mugford and Ronan, 2010). Waye 
(2010, p.211) wrote: 
 

More than one-sixth of Australian vineyards are non-viable. The wine surplus is 
now so large that it is causing long-term damage to the Australian brand through 
entrenched discounting. 

 
Therefore, as the fixed and variable costs associated with wine production continue to rise, due to 
water usage, land cost, labour cost and unfavourable exchange rates, there is now increased 
economic pressure for all markets of the wine industry to restructure, at least partially, to preserve 
the Australian wine brand and financial viability of the industry.  
 
Similar to the above recommendations, in order to address the pricing issue, small wine makers 
need to be able to see the more tangible cost-related outcomes of investing in a long-term business 
structure oriented towards a value chain model (Nipe et al., 2010) (Case Study 3).  
 

 
 

Case Study 3. Elderton Wines 
 

Elderton Wines has been a long-term mainstay of the Barossa Valley for over 100 years; 
however, one of the keys to the ongoing success of the brand has been its continual 
regeneration. The Ashmead family purchased the estate in 1979 and had a successful time 
producing high-quality wines that were distributed through their cellar door in the township of 
Tanunda and via other distribution channels. The second generation of Ashmeads, sons Allister 
and Cameron, took over the running of the winery in 2003. Since that time the two brothers 
have turned the original family homestead into a sprawling cellar door with pool and tennis 
facilities for members and a luxurious tourism/ hospitality experience. Elderton is a standout 
example of value chain business management, with a focus on refinement and development as 
opposed to relying upon the pre-existing business protocols in difficult economic conditions.  

 
Image 3- Elderton Wines 

 
 (source: https://eldertonwines.com.au/) 
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Encouraging younger industry participants and ensuring these individuals have access to value chain 
education is one critical aspect of long-term viability for small wine makers (South Australian Wine, 
2015; Fearne, 2009). As a younger generation of vintners and wine-industry educated managers and 
producers enter the industry, there is an increased potential for improved management based on 
the understanding and implementation of best practice protocols, especially as education providers 
continue to include marketing and business management amongst the core curricula of many wine 
related tertiary education courses. 
 
Further, a more structured way of addressing the ongoing pricing issue for all wine producers is to 
seek a change in the way that the sale of wine is taxed. Currently, due to the Wine Equalization Tax 
(a 29 per cent tax based on price/value), many producers are disinclined to produce premium 
products and instead prefer to continue producing lower price-point wines. Further consultation 
between the wine industry and government could address this issue by changing to a tax based on 
volume (Nipe et al., 2010). However, this may require some short-run economic concessions from 
government in order to facilitate the necessary industry-wide brand rehabilitation and allow the 
market to restructure in the economic long-run. 

Credence attributes and rehabilitating ‘brand Australia’ 
 
Consumers have come to associate the Australian brand with a “low cost, low quality” wine (Nipe et 
al., 2010). Therefore, in order to counteract this image, smaller vintners need to refine their focus on 
producing wines of high-end credence attributes, such as “organic”, in order to gain access to new 
niche areas of both the domestic and export markets (Shane at al., 2018; Pomarici et al., 2017; Gu et 
al., 2017) (Case Study 4).  
 
Whilst “brand Australia” may have been weakened by the low-cost exports marketed at the federal-
level by Wine Australia, there is a growing opportunity for wine makers to collaborate with 
marketing and distribution firms in new markets such as China (Gu et al., 2017). Individual firms have 
taken it upon themselves to re-develop Australia’s premium wine image by focusing on unique 
credence attributes that strengthen the firm’s image overseas (Shane et al., 2018).  
 
The export success of small firms such as Spring Seed Wines and Hart of the Barossa are examples of 
products that possess the same credence attributes but are marketed successfully to different 
consumers. Other examples of successful and diverse small firm marketing worthy of analysis and 
consideration include Delinquent Wines and Ochota Barrels (AWOL, 2015).   

Conclusion 
 
As price and tax limitations continue to put downward pressure on small wine making firms in South 
Australia, to navigate these challenges and experience financial success these firms must ensure 
they are proactive in adopting a value chain approach to business. Whilst significant inefficiencies 
exist at both the farm-level and the distribution level (and across the entire chain) it is the 
responsibility of each individual firm to optimise their own position in accordance with the 
recommendations and assistance on offer from the significant and ongoing industry support 
networks available from bodies such as PIRSA, Wine Australia and others.  
 
Open-minded and “value chain focused” small wineries and new vintners are in the ideal position to 
seize on the emerging opportunities that exist within the wine business cluster in South Australia. 
Many new firms are adopting co-innovation and interconnectedness through marketing and 
branding proactively. This approach will counteract the power disparities evident in the traditional 
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supply chain model, as vintners who form new relationships based on collaboration can ultimately 
benefit from shared inventory, labour and equipment and ideas (Dingey, 2018). 

As one of the largest and most diverse business clusters in Australia, the overriding factor conditions 
remain conducive to success and growth. Therefore, small firms must align themselves with the 
values, priorities and targets espoused in Professor Fearne’s report and strive for a functional value 
chain strategy as they move forward.  
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