
Archived at the Flinders Academic Commons:
http://hdl.handle.net/2328/27231

This is a scan of a document number DUN/Speeches/2811
in the Dunstan Collection, Special Collections, Flinders University Library.
http://www.flinders.edu.au/library/info/collections/special/dunstan/

Title:
Statement to the annual meeting of the Barossa Grapegrowers' Association

Please acknowledge the source as:
Dunstan Collection, Flinders University Library.
Identifier: DUN/Speeches/2811

© Copyright Estate Donald Allan Dunstan



o?<57 / 

STATEMENT 
from the Premier 

Date 22nd .May -19-75- s t a t e Administration Centre, 
Victoria Square, Adelaide, 

Embargo South Australia 5001 
228 4811 

STATEMENT TO THE ANNUAL MEETING- OF THE BAROSSA GRAPEGROWERS' 
ASSOCIATION 22.5.75 

The Premier apologises for being unable to attend this annual 
meeting of the Barossa Grapegrowersi' Association. 

He had intended to speak concerning the situation in the industry 
at present and to explain the nature of a letter sent today to 
the Australian Government and the Acting Federal Treasurer. 

The text of the letter is as follows: 

"The Hon. W. Hayden, M.H.R., 
Acting Treasurer, 
Parliament House, 
CANBERRA. A.C.T. 2600 

Dear Mr. Hayden, 

You will have received today this telex: 
"Following your brief answer to a question on the wine industry's 
tax position at your May 8th Press Conference and Senator Wriedt's 
somewhat fuller answer to a Parliamentary question (Hansard -
page 1381 - Senate) a crisis is developing in the local wine and 
brandy industry. I am thus seeking an urgent reversal of the 
ill-thought out measures introduced in the August 1973 budget 
following the hastily prepared Coombs' Report. That report was 
based on the false premises of a predominance of overseas ownership 
of the Australian Wine and Brandy Industry and an assumed marked 
reduction in wine maturing times. These assumptions were used 
to justify a change in the method of valuing end of year maturing 
wine stock up to full values and so bringing tax liability forward 
in time. Both assumptions were largely incorrect. The action 
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taken has reversed twenty years of tax practice which allowed 
nominal values to be used on maturing wine stock held and for 
tax to be levied on the income earned in the year in which the 
stock is sold. 

My Government points out to you that this position has applied for 
many years to the natural increase of farm animals where end of 
year stock valuation per animal is sheep 40 cents, pigs 50 cents, 
cattle $1, and horses $2. The size of the extra tax burden 
placed on most wineries, excepting co-operatives and those not 
using section 31A stock values, has now become apparent with the 
notification of and necessity to pay the first fifth of the tax 
due on the massive stock up-valuation calculated for June 30, 1974. 

Too much of the inordinately dragged-out negotiations between 
^your officials and representatives of the wine and brandy industry 

has been devoted to the question of the precise amount of this 
extra tax involved in the forward shift. Y/hether this amount 
turns out to be 15 million dollars as originally forecast, or 
18 to 20 million dollars as a result of 1973/74 cost inflation or 
a higher figure as industry's earliest calculations suggested, 
is not the key question. Even at the lowest estimate the extra 
tax burden is unacceptably large, and when combined with 

(A) the effects of Division 7, distribution of dividends for 
proprietary companies, which force distribution of non-
existent higher income, 

®(B) strong likelihood that the Prices Justification Tribunal 
will refuse to the large turnover firms recovery of this 
extra tax burden by price rises of wine, and 

(C) continuance of very sharp cost increases in 1974/75 

is now causing drastic reconsideration of levels of employment., 
plant investment, vineyard improvement and expansion. 

Grapegrowers are beginning to receive notices of delayed payment 
terms for the 1975 vintage crush which is now virtually completed. 
Grape growers are also to be advised that reluctantly wineries 
will have to discontinue long term purchasing arrangements with 
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growers and they have been urged to seek out other purchasers 
for next season. Substantial employment cuts in some winery, 
vineyard and sales staff have been foreshadowed and will shortly 
be announced. 

It is necessary to explain why the emerging crisis has been so 
long coming to a head, allowing in the interim period complacency 
in the industry and in Canberra. 

Firstly, some winemakers, especially the smaller ones, were slow 
to seek adequate accounting or tax consultant advice and it took 
their 1973/74 income tax bills, delayed until April 1975, for 
them to become aware of the full impact of extra tax and Division 
7 distribution on their liquidity position for the next 5 years. 
Protests were relatively muted for 20 months for this reason 
and also because wine industry representatives, utterly convinced 
d>f the excellence of their case, appeared reasonably confident 
that logic would prevail with the appropriate Federal Ministers 
and officials. 

Secondly, the 1974 vintage crush was very low. This avoided any 
problem of a grape surplus then. This was followed by a 1975 
vintage size apparently at the lower end of the February 1975 
forecast made by the special Wine and Brandy Committee. Because 
of well-maintained retail demand for wine and some shortage of 
fortifying spirit some grapes formerly used for brandy, that 
might have been expected to be surplus, were used for production 
of wine or fortifying spirit. The prospects for such a solution 
in 1976 are bleak. 

Thirdly, the winery companies were kept informed by their Council 
throughout the lengthy period of discussions with the Federal 
Government. These ranged over 18 months, and the light on the 
hill always seemed to be not far off. 

lite. TV.EASU&&K OJOUlO 
^ • • M L recall that following our telephonic discussion early 
in March it was arranged that Mr. Chris Hurford would act as 
a liaison between flfr, officials, the industry and the 
South Australian Premier's Department. 
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Mr. Hurford most diligently performed this role over- some weeks 
and the South Australian Government is most dismayed that, despite 
his efforts and his reports submitted to you, there was a failure 
to get an answer to the industry before its 1973/74 tax liability 
fell due. Even in May the statements made by the Treasurer and by 
Senator Wriedt referred to above are incomplete as answers and 
unhelpful to any industry planning. 

The South Australian Government is very concerned by the 
imminent decline in employment and i'nve stmerit, and the sharp 
retail price rises for wine made inevitable, unless there is a 
modification of Federal Government policies. 

In addition to points already made, it is essential to realise 
that for the next few years., grape-pro duct ion-is-certain to be 
dramatically increased because of greatly increased plantings 
made late in the sixties-and early...in the seventies. This higher 
production is going to meet an extreme lack of liquidity on the 
part of wineries whose sheer lack of cash will worsen cumulatively 
over the five year transitional higher tax period. 

Apart from the impact on the grape growers' ability to get paid 
for their grapes the State Government is appalled at the prospect 
of greatly increased risk of winery financial.failures and/or 
takeovers at very low prices. These are not developments which 
we believe are compatible with a good level of business confidence 
or investment in this State, and they seriously threaten the only 
major manufacturing industry which is predominantly located in 
this-State. I must point out to you that the wine industry is 
SoutiuAustralia's major tourist attraction and the continued 
viability-of family-owned and other wineries is of vital concern 
to this State^Gavernment. 

Finally, it does appear that the complex interlocking nature of 
the wine and brandy industry is not^appreciated in Canberra's 
remote and rar.iJÛ ii_.a±iB©̂ pher€7''nor are the long time lags between 
investment, production and income even partially grasped by some 
of your officials. 

To revive confidence and allow a return to buoyancy in this industry' 
forward planning we ask that you -
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One, move in Cabinet, preferably for a complete reversion to 
Section 31A valuation procedures, but if this cannot be achieved, 
then to follow the Hurford compromise proposals submitted to you 
which would mitigate the transitional tax problem. 

Two, adopt the Matthews Committee tax reform measures for assessing 
Company taxation in inflationary cost periods, which would help 
companies from the 1974/75 income year onwards. 

Both the above measures would also help brandy producers. 

Three, either reduce temporarily for a one or two year period the 
15 per cent sales tax on Australian and imported brandy to a 
nil or per cent level to reduce excessive stock build-up, or 
alternatively restore the old duty differential applicable to 
brandy between 1953 and 1973. 

Four, take measures to reduce the level of brandy being imported 

Five, if proposition three is unacceptable, then an alternative 
would be to reduce substantially the penal general levels of duty 
on all potable spirits. 

These proposals are submitted for your urgent attention. It is 
requested that a copy of this telex be made available urgently to . 
Senator Wriedt, the Minister for Agriculture. 

You are also advised that this telex is to be released to a meeting 
in the Barossa Valley of grape growers. A letter embracing this 
telex will follow. 

Signed 

Don Dunstan, 
Premier of South Australia. " 
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STATEMENT 
from the Premier 

Date 22nd. May....1975 State Administration Centre, 
Victoria Square, Adelaide, 

Embargo South Australia 5001 
228 4811 

STATEMENT TO THE ANNUAL MEETING OF THE BAROSSA GRAPEGROWERS' 
ASSOCIATION 22.5.75 

The Premier apologises for being unable to attend this annual 
meeting of the Barossa Grapegrowers' Association. 

He had intended to speak concerning the situation in the industry 
at present and to explain the nature of a letter sent today to 
the Australian Government and the Acting Federal Treasurer. 

The text of the letter is as follows: 

"The Hon. W. Hayden, M.H.R., 
Acting Treasurer, 
Parliament House, 
CANBERRA. A.C.T. 2600 

Dear Mr. Hayden, 

You will have received today this telex: 
"Following your brief answer to a question on the wine industry's 
tax position at your May 8th Press Conference and Senator Wriedt's 
somewhat fuller answer to a Parliamentary question (Hansard -
page 1381 - Senate) a crisis is developing in the local wine and 
brandy industry. I am thus seeking an urgent reversal of the 
ill-thought out measures introduced in the August 1973 budget 
following the hastily prepared Coombs' Report. That report was 
based on the false premises of a predominance of overseas ownership 
of the Australian Wine and Brandy Industry and an assumed marked 
reduction in wine maturing times. These assumptions were used 
to justify a'change in the method of valuing end of year maturing 
wine stock up to full values and so bringing tax liability forward 
in time. Both assumptions were largely incorrect. The action 
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taken has reversed twenty years of tax practice which allowed 
t 

nominal values to be used on maturing wine stock held and for 
tax to be levied on the income earned in the year in which the 
stock is sold. 

My Government points out to you that this position has applied for 
many years to the natural increase of farm animals where end of 
year stock valuation per animal is sheep 40 cents, pigs 50 cents, 
cattle $1, and horses %2. The size of the extra tax burden 
placed on most wineries, excepting co-operatives and those not 
using section 31A stock values, has now become apparent with the 
notification of and necessity to pay the first fifth of the tax 
due on the massive stock up-valuation calculated for June 30, 1974. 

Too much of the inordinately dragged-out negotiations between 
^your officials and representatives of the wine and brandy industry 

has been devoted to the question of the precise amount of this 
extra tax involved in the forward shift. Whether this amount 
turns out to be 15 million dollars as originally forecast, or 
18 to 20 million dollars as a result of 1973/74 cost inflation or 
a higher figure as industry's earliest calculations suggested, 
is not the key question. Even at the lowest estimate the extra 
tax burden is unacceptably large, and when combined with 

(A) the effects of Division 7, distribution of dividends for 
proprietary companies, which force distribution of non-
existent higher income, 

® ( B ) strong likelihood that the Prices Justification Tribunal 
will refuse to the large turnover firms recovery of this 
extra tax burden by price rises of wine, and 

(C) continuance of very sharp cost increases in 1974/75 

is now causing drastic reconsideration of levels of employment, 
plant investment, vineyard improvement and expansion. 

Grapegrowers are beginning to receive notices of delayed payment 
terms for the 1975 vintage crush which is now virtually completed. 
Grape growers are also to be advised that reluctantly wineries 
will have to discontinue long term purchasing arrangements with 
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growers and they have been urged to seek out other purchasers 
for next season. Substantial employment cuts in some winery, 
vineyard and sales staff have been foreshadowed and will shortly 
be announced. 

It is necessary to explain why the emerging crisis has been so 
long coming to a head, allowing in the interim period complacency 
in the industry and in Canberra. 

Firstly, some winemakers, especially the smaller ones, were slow 
to seek adequate accounting or tax consultant advice and it took 
their 1973/74 income tax bills, delayed until April 1975, for 
them to become aware of the full impact of extra tax and Division 
7 distribution on their liquidity position for the next 5 years. 
Protests were relatively muted for 20 months for this reason 
and also because wine industry representatives, utterly convinced 
6f the excellence of their case, appeared reasonably confident 
that logic would prevail with the appropriate Federal Ministers 
and officials. 

Secondly, the 1974 vintage crush was very low. This avoided any 
problem of a grape surplus then. This was followed by a 1975 
vintage size apparently at the lower end of the February 1975 
forecast made by the special Wine and Brandy Committee. Because 
of well-maintained retail demand for wine and some shortage of 
fortifying spirit some grapes formerly used for brandy, that 
might have been expected to be surplus, were used for production 
of wine or fortifying spirit. The prospects for such a solution 
in 1976 are bleak. 

Thirdly, the winery companies were kept informed by their Council 
throughout the lengthy period of discussions with the Federal 
Government. These ranged over 18 months, and the light on the 
hill always seemed to be not far off. 
"TH& ~TReASOljejZ LOolh-O 

recall that following our telephonic discussion early 
in March it was arranged that Mr. Chris Hurford would act as 
a liaison between jjifc, officials, the industry and the 
South Australian Premier's Department. 
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Mr. Hurford most diligently performed this role - over- some weeks 
and the South Australian Government is most dismayed that, despite 
his efforts and his reports submitted to you, there was a failure 
to get an answer to the industry before its 1973/74 tax liability 
fell due. Even in May the statements made by the Treasurer and by 
Senator Wriedt referred to above are incomplete as answers and 
unhelpful to any industry planning. 

The South Australian Government is very concerned by the 
imminent decline in employment and investment, and the sharp 
retail price rises for wine made inevitable, unless there is a 
modification of Federal Government policies. 

In addition to points already made, it is essential to realise 
that for the next few years .gr.ape-produc-tion-is certain to be 
dramatically increased because of greatly increased plantings 
made late in the sixties—and .early:..in the seventies. This higher 
production is going to meet an extreme lack of liquidity on the 
part of wineries whose sheer lack of cash will worsen cumulatively 
over the five year transitional higher tax period. 

Apart from the impact on the grape growers' ability to get paid 
for their grapes the State Government is appalled at the prospect 
of greatly increased risk of winery financial failures and/or 
takeovers at very low prices. These are not developments which 
we believe are compatible with a good level of business confidence 
or investment in this State, and they seriously threaten the only 
major manufacturing industry which is predominantly located in 
this..State. I must point out to you that the wine industry is 
South-JLustralia' s major tourist attraction and the continued 
viability-of family-owned and other wineries is of vital concern 
to this State^Go-vemment. 

Finally, it does appear that the complex interlocking nature of 
the wine and brandy industry is not_.appreciated in Canberra's 
remote and raxjLfî l_.aJtuB©̂ hereT*'nor are the long time lags between 
investment, production and income even partially grasped by some 
of your officials. 

To revive confidence and allow a return to buoyancy in this industry' 
forward planning we ask that you -
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* One, move in Cabinet, preferably for a complete reversion to 
Section 31A valuation procedures, but if this cannot be achieved, 
then to follow the Hurford compromise proposals submitted to you 
which would mitigate the transitional tax problem. 

Two, adopt the Matthews Committee tax reform measures for assessing 
Company taxation in inflationary cost periods, which would help 
companies from the 1974/75 income year onwards. 

Both the above measures would also help brandy producers. 

Three, either reduce temporarily for a one or two year period the 
15 per cent sales tax on Australian and imported brandy to a 
nil or 2£ per cent level to reduce excessive stock build-up, or 
alternatively restore the old duty differential applicable to 
brandy between 1953 and 1973. 

Four, take measures to reduce the level of brandy being imported 

Five, if proposition three is unacceptable, then an alternative 
would be to reduce substantially the penal general levels of duty 
on all potable spirits. 

These proposals are submitted for your urgent attention. It is 
requested that a copy of this telex be made available urgently to 
Senator Wriedt, the Minister for Agriculture. 

You are also advised that this telex is to be released to a meeting 
in the Barossa Valley of grape growers. A letter embracing this 
telex will follow. 

Signed 

Don Dunstan, 
Premier of South Australia. " 
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