
VinIntell
November 2012, Issue 14

Future scenarios for the South African  
wine industry

Part 2: Non-Tariff Trade Barriers as 
Economic Factor



2 3

Welcome to this edition of the quarterly newsletter as a value-added 
service to members of the S A Wine Industry. The purpose is to provide 
you, the decision-maker, with meaningful insight into events, trends, 
opportunities and threats through the analysis of the ever-changing 
competitive environment. The analytical approach is a multifaceted, 
multidisciplinary combination of scientific and non-scientific processes.

We trust that this publication will become part of your strategic thinking, 
strategic planning and decision-making process. You are welcome to 
send comments and suggestions to the publisher.
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INTroduCTIoN
The South African and global wine industry, like all industries, is in a perpetual state of change 
and adaptation. Many factors in the macro environment interact with one another to create 
complex and interesting plots and that lie at the basis on change in industries and on the deci-
sions of the managers of any organisation. To help analyse these factors they can be categorised 
using the PESTEL model. This classification distinguishes between political factors (that refer 
to government policy such as the degree of intervention in the economy); economic factors 
(such as interest rates, economic growth, inflation and exchange rates), social factors (for 
example changes in social trends can impact on the demand for a particular product and other 
market factors); technological factors (such as online shopping, social media, production meth-
ods and innovation that can lead to reduced costs and improved quality); environmental factors 
(the weather and climate change); and legal factors (i.e. those related to the legal environment 
that impacts on industries and players such as consumer laws, competition laws, employment 
laws and health and safety regulations). 

The past two editions of this VinIntell series focused on environmental and regulatory factors 
respectively and how each impact on the global and South Africa wine industry. This edition of 
VinIntell will focus on the economic factors and specifically trade. More specifically, the area of 
non-tariff barriers (NTBs, a term used interchangeably with non-tariff measures) will be discussed 
including the specific non-tariff barriers that exist among South Africa’s international markets, 
trends in philosophies and ideas of various trade bloc to which export countries belong and 
finally what can South Africa do. At the end of the series, a consolidated future picture featur-
ing a high road (Cup Runneth Over) and a low road scenario (Scraping the Barrel) will be 
published based on the macro factors mentioned earlier. 
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BACkgrouNd
Non-tariff barriers (NTBs) are a form of restrictive trade where barriers to trade are set up and 
take a form other than a tariff. According to Investopedia, NTBs include sanctions, quotas, 
levies and restrictions that are used by countries for a variety of reasons of which protectionist 
considerations are the most frequent1. NTBs and their use to achieve protectionist aims have 
continued to be a subject of debate in international economic law and policy debates. Within 
the World Trade organisation (WTo) the legal framework that addresses the NTBs is the 
Agreement on Technical Barriers to Trade (TBT)2 and the Agreement on the Application of 
Sanitary and Phytosanitary Measures (SPS)3. Examples of TBTs and SPSs include health and 
safety regulations relating to human, animal and plant welfare (including sanitary and phy-
tosanitary standards and regulations), environmental regulations, quality standards and labelling 
requirements, and other marketing regulations. 

The figures below indicate the steady growth of NTBs which is inversely related to tariff reduc-
tion of countries. Whereas there has been a decline in the use of tariffs as a means of protec-
tion to local industry, the use of NTBs as a tool to achieve public policy objectives and protec-
tion of national industries has increased.

When unpacking the term ‘non-tariff barriers’, it is 
important to note that it is not to be confused with 
trade tariffs. The latter is a tax and takes many forms 
such as specific tariffs (a fixed fee levied on one 
unit of an imported product), and ad valorem tariffs 
(tariffs levied on a product based on a percentage 
of its value)4. NTBs are different and should rather 
be considered a tool used by countries to control 
the volumes of trade that it conducts with another 
country for certain reasons.5

Definitions of NTBs differ and their impact is dif-
ficult to measure but in brief they can be defined as 
“government measures other than tariffs that restrict 
trade flows.” 6 7

An NTB does not promote trade; on the contrary, 
it adds to the cost of imported goods. Like tariffs, 
it forms part of a trade policies that a country can 
enact. Tariffs are often created to protect indus-
tries. other reasons and applications include the following: As part of an Import Substitu-
tion Industrialisation (ISI), job protection, consumer protection against harmful substances8, 

national security reasons to protect certain industries that are deemed strategically important. 
Sometimes tariffs are set as a retaliation technique if they think that a trading partner has not 
played by the rules. For example, if France believes that other countries have allowed their wine 
producers to call their domestically produced sparkling wines “Champagne” (a name specific to 
the Champagne region of France) for too long, it may levy a tariff on imports from such a country 
as it has done to uS meat imports. 

NTBs vary from country to country 
and from product to product and 
they can change over time. Some 
countries apply several types of 
NTBs for the same product while 
others apply the same NTBs to 
cover several different products in a 
blanket manner. Exports from devel-
oping and least developed countries 
(LdCs) are particularly vulnerable to 
NTBs and especially to the so-called 
new generation of technical barriers Figure 2: growth in SPS measuresFigure 1: growth in TBT measures

Figure 3: France's Champagne region
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(TBTs) and phytosanitary barriers (SPSs). In South Africa, the effect of NTBs is generally recog-
nised as being restrictive to trade that deny true market access and pose significant barriers 
to developing country exports9. As of late, technical barriers to trade have become increas-
ingly significant trade-restricting measures. governments sometimes participate directly in 
restrictive trade practices by for example using industrial policies that subsidise domestic firms. 
They use macroeconomic, competition, fiscal, immigration or investment policy tools to distort 
trade in desired ways. A lack of adequate trade-related infrastructure in an importing country 
can also constitute an NTB. Poor road, rail and port infrastructure cause delays and higher 
freight costs, which ultimately affect the final price of internationally traded goods. Similarly, a 
lack of information and communications technology (ICT) can hinder cross-border trade by 
making it more difficult for traders to access information that may be important for their trans-
actions. Corruption can also be seen as a significant NTB, especially in many poorer countries 
where corrupt practices by customs officials is a challenge. Being forced to pay bribes places 
additional costs on traders, and increases the uncertainty involved in their transactions. Where 
such corruption is ubiquitous, the incentive to engage in international trade is weakened.

due to the large number of potential sources of NTBs, it is perhaps useful to place them into 
broad categories. The literature in this regard offers a few categories that can be presented as 
follows:

• Measures that protect the health, safety and environment, which include import and export 
bans such as SPS requirements.

• Trade policy measures such as export assistance, tax concessions, export taxes, import 
licences, import quotas, production subsidies and import monopolies and trade remedies 
practices or non-tariff charges such as anti-dumping, countervailing duty measures and 
safeguarding.

• Administrative disincentives or quantitative restrictions to export such as customs clearance 
delays and overly bureaucratic or arbitrary processing and documentation requirements for 
consignments. Border measures that can negatively impact on trade include discriminatory or 
inconsistent customs valuation methods, the use of classification procedures other than the 
harmonised system to levy duties, excessive freight handling and transportation fees and clear-
ance procedures which create additional costs (such as mandatory inspections and excessive 
documentation requirements) high freight transport charges, lack of transparency and consist-
ency in customs procedures and services that are not user friendly can all be regarded as NTBs.

Looking closer to NTBs specifically relevant to wine exports, the following offers descriptions 
and examples of those trade barriers that are the most restrictive to the wine trade: 

Wine subsidies
Wine subsidies can be defined as government programs and policies intend-
ed to encourage, support, and finance certain types and forms of industry, 
thus giving them an advantage in the marketplace (see Box 1 for an example). 
According to the WTo these are allowed unless they are trade distorting. In 
WTo terminology resulting from the uruguay round Agriculture Agreement, 
agriculture subsidies are identified by boxes, divided into three colours: amber, 
blue, and green.10 

• Amber Box Subsidies are domestic support measures considered to distort 
production and trade including measures to support prices and/or subsidies 
directly related to production quantities. 

• Blue Box Subsidies are support measures that in most industries would be 
in the amber box, but with agriculture are not. An example would be a 
measure that requires farmers to limit production in return for direct payments. 11

• green Box Subsidies: To qualify, green box subsidies must not distort trade or cause minimal 
distortion. They have to be government-funded (not by charging consumers higher prices) 
and must not involve price support. 

In one of the most recent steps, the China Alcoholic drinks Industry Association has asked for 
an investigation whether wine from the Eu is damaging China’s domestic market. According to 
the China Post, it says the Eu is providing a number of subsidies to the wine industry, putting 
Chinese winemakers at a disadvantage. Eu annually exports of wine and spirits to China total-
ling more than 1 billion €.

Box 1: Eu Wine Market Subsidies

“A prime example of wine subsidies and the trade distortions they cause is the Eu’s support of its 
wine sector. European wine producers received $1.3 billion (uSd) in subsides from the European 
Commission in 2009. The European wine subsidies are funded by the import tariffs imposed on 
wine and other agriculture imports. This level of subsidisation encourages overproduction because 
wine grape growers and winemakers were guaranteed a buyer. Those distillation aids are being 
phased out but the funding has been shifted to “national envelopes” that allow member countries 
flexibility in their use. These subsides allow European producers to enter new markets with substan-
tially lower retail prices, making their products more competitive at the expense of competitors’ wine 
producers. Beyond the Eu, Australia and other countries provide joint government-industry funded 
promotional boards and industry research. Canadian provincial governments give both financial aid 
and preferential treatment to Canadian wines in the provincial monopoly liquor stores. Argentina 
provides export tax refunds and significant marketing data and other research for the benefit of their 
wine producers. Australia provides to domestic producers a Producer rebate Scheme that entitles 
wine producers to a tax rebate of 29% of the wholesale value of eligible domestic sales.”

Source: California Wine Export Programme, 201
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Protective tariffs

As an example of protective tariff it is relevant to look at the Eu. Like most agricultural products, 
the Eu’s wine sector has been protected from imports from outside the Eu through a variety 
of import restrictions (tariffs, oenological measures and other NTBs). restrictions have applied 
to imports of wine, grape juice and grape must. Additionally the sector has been assisted 
through certain Eu wine exports being subsidised (export restitutions). As with other agricul-
tural products, the measures concerning trade with third countries are focused on the creation 
of a single community market for wine with preference for Community producers through a 
common external trading system. Eu wine producers, who had a cut of only 20% in their 
protective tariffs under the uruguay round Agreements Act (urAA) (compared with a 36% 
reduction for agricultural products in general), might face further reductions in tariffs which could 
stimulate imports even more.12 Another Eu example of protectionism is the 2009 approved 
pre-emptive penalties on imports of steel pipe from China, a step that suggests the Eu has 
grown more protectionists in the face of the economic downturn.13

Preferential market access

Market access is defined as the ability of foreign industries of companies to compete in a 
country’s consumer markets for given products, and reflects both the extent of formal trade 
barriers (tariffs and non-tariff obstacles) and the government’s willingness to tolerate unim-
peded foreign competition with domestic firms. In the recent past, and with the breakdown of 
WTo negotiations, export-driven countries have pursued bilateral Preferential Trade Agreements 
(PTAs). PTAs are double-edged swords: they can be used to negotiate tariff and non-tariff bar-
rier reduction to gain market access for producers; but they can also be used by other countries 
to create competitive advantages against a country partner’s goods and services. This develop-
ment in trade policy has resulted in a race to negotiate PTAs: countries that do not actively 
pursue trade agreements are left on the outside of a market while those who have negotiated 
successful deals enjoy preferential access. 

Miscellaneous non-tariff barriers 

under this category are NTBs such as testing and certification requirements, government 
monopolies. Finland and Sweden for example are among some countries that maintain state or 
provincial monopolies that restrict the import and sale of certain wines to protect domestic wine 
industries. From varying health warning labels to ingredient labels, producing a label unique to 
that country adds significant additional cost without adding any real value to the consumer or to 
the government’s enforcement ability if those standards were harmonised. other wine-relevant 
NTB’s include cumbersome and old-fashioned customs procedures, import quotas, bribery and 
corruption, product classifications, foreign currency controls, intellectual property laws, restrictive 
import licenses, over-elaborate or inadequate infrastructure, and protection of local non-wine 

beverage alcohol producers. Especially the use of food safety rules, animal and plant health rules 
as a trade barrier for imports has become more pervasive and has become an inhibitive problem 
for exporters to the Eu. Some countries like the uS for example accuse the Eu of going “beyond 
what is required for to protect the health of their consumers” and using “sanitary and phytosani-
tary restrictions to shield domestic producers of agricultural products from fair competition.” This 
problem is set to increase in the future as tariff barriers for agricultural products are being reduced.14 

NoN-TArIFF BArrIErS ANd SouTH AFrICA
In the international market, South African wines continue to face substantial competition from 
all sides including from established, subsidised wine-producing countries like France, Spain 
and Italy. Heightened competition and pressure on prices has created an international environ-
ment in which South African wines cannot afford to be hindered by restrictive trade barriers and 
government supported competition. Furthermore, as wine-producing countries are increas-
ingly successful in negotiating preferential trade agreements to gain advantageous market 
access around the world, the South African wine industry must perhaps consider taking a more 
aggressive role in negotiating agreements to respond with similar tariff reductions for South 
African wine to allow exports to remain competitive. 

Since South Africa re-entered the international scene, it has reduced tariffs and phased out 
NTBs thereby making South Africa more globally competitive. Its international economic strat-
egy focuses on improving export performance by “dismantling barriers to trade and gaining 
increased market access,” according to the Department of Trade and Industry. 

As background it is important to note that South Africa is the economic engine of Africa and 
can also be considered as a gateway into Africa and specifically sub-Saharan Africa (SSA) for 
its fellow BrICS members (Besides South Africa, the other members are Brazil, China, India, 
and russia). South Africa produces more than 40% of Africa’s industrial output and accounts 
for 50% of Africa’s spending power. South Africa’s gdP comprises 25% of the entire continent’s 
gdP. South Africa also has the most modern and extensive infrastructure in Africa, including 
well-equipped ports. In terms of its wine industry, some relevant statistics underscore the 
importance of South Africa’s wine exports:

• So far in 2012, South Africa has exported 377 million litres of wine (1992: 21 million litres and 
2002: 217 million litres).

• South Africa has more than 3 600 wine farmers.

• South Africa is the 8th largest wine producers with an international wine market share of about 
4%. It exports to more than 130 international markets with the uk being the leading export 
market.

• Italy with 48.600.000 hectolitres (HL), France with 45.300.000 HL, Spain with 36.100.000 
HL and the uS with 19.600.000 HL were the lead wine producers in 2010. (WWTg, 2010)
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NTBs IN kEY SouTH AFrICAN WINE MArkETS

Although overall, China, the uS and germany are by far the three most important trading part-
ners (see table 1), in terms of wine exports however, it is still the uk (22% of wine exports) that 
is the dominant market, while China is fast growing as an emerging wine destination. It is 
therefore relevant to take a close look at NTBs in the Eu and China.

Table 1: South Africa’s top 10 trading partners – 2011

Position Country rbn

1 China 188.454

2 united States 118.952

3 germany 120.711

4 Japan 89.828

5 united kingdom 58.072

6 India 53.564

7 Saudi Arabia 35.018

8 South korea 33.736

9 Italy 32.668

10 Netherlands 31.958

Source: department of Trade and Industry

The BrICS and China 

In 2010, South Africa was invited to join the BrIC (Brazil, russia, India, and China) group of 
nations. South Africa’s strategic position as the strongest economy on the continent is impor-
tant in its accession to the BrIC as it is a gateway into Africa for other BrICS member. For 
South Africa, BrICS membership increases the scope for new large markets, especially to East, 
Asia enabling the wine industry to diversify from its traditional wine and fruit markets in Europe. 
The China market is perhaps the most important in this regard. South Africa’s inclusion in BrICS, 
should allow greater global influence in establishing a fairer agriculture trade environment 
although this might not prove to be easy. recent export bans by russia and China on agricul-
tural commodities, India’s tariff regime and non-tariff barriers remain a major stumbling block.17

BrICS has also been benefiting Africa at large. Africa’s economic expansion of plus 5 percent 
over the past decade has been a direct product of its strategic ties to the emerging world, 
where BrIC (excluding SA) countries serve as the growth engine. South Africa’s trade with BrIC 
economies from 2007 to 2011 has increased by 108 percent. This contrasts sharply to South 
Africa’s trade relationship with the Eu, which saw growth of 12 percent in the same period. 
While sustaining its trade relationship with Europe, South Africa is looking at new emerging 

• Italy with 20.600.000 HL, Spain with 17.100.000 HL, France with 13.500.000 HL and Aus-
tralia with 7.800.000 HL were the top wine exporters in 2010 (WWTg, 2010)

Among the preferential trade and multilateral relationships in which South Africa participates 
are the following:

• South Africa is an active member of the World Trade organisation (WTo). 

• In terms of the Eu – SA Free Trade Agreement, South Africa has preferential access to Eu 
markets.

• South Africa has preferential market access to the trading bloc MErCoSur (Brazil, Argen-
tina, Paraguay and uruguay). 

• South Africa has joined the BrICS (Brazil, russia, India and China) grouping of emerging 
economies. 

• South Africa is a member of the SACu which allows for duty and quota-free access to the 
markets of member states i.e. Botswana, Lesotho, Swaziland, Namibia and South Africa. 

• South Africa is also a member of the Southern African development Community (SAdC)15 
and the SAdC Trade Protocol was developed as part of a strategy to stimulate industrial 
development, boost trade and investment and to liberalise intra-regional trade in goods and 
services among member states. The SAdC Free Trade Agreement will make more than 90% 
of the trade in this region duty – free.

It is important to note the latest development that occurred in September 2012 when three 
regional economic communities (rECs) took the lead as Africa seeks to remove trade barriers by 
2017. The establishment of a Tripartite Continental Free Trade Area (TFTA) was endorsed by African 
union leaders at a summit in January 2012 to boost intra-Africa trade. The SAdC, the Common 
Market for Eastern and Southern Africa (Comesa) and the East African Community (EAC) have 
combined forces to establish the TFTA by 2014. The TFTA has 26 members made up of SAdC 
(15), Comesa (19) and EAC (5) and contributes over 50% to the Africa’s uS$1 trillion gdP and 
more than half of Africa’s population. The TFTA focuses on the removal of non-tariff barriers such 
as border delays, and seeks to liberalise trade in services and facilitation of trade and investment. 
Tariffs and barriers in the form of delays have been blamed for dragging down intra-African trade. 
The removal of barriers would see intra-African trade doubling. It would also facilitate movement 
of business people, as well as develop and implement joint infrastructure programmes. The African 
market holds significant potential for South African exporters, despite the various barriers facing 
exporters of produce to African countries. Customs procedures and administration have repeat-
edly been mentioned as causing delays and in most cases adhering to the changing required 
procedures for imports without prior notification has proved to be costly.16 

• Finally, it is important to take note of the African growth and opportunity Act (AgoA). The 
AgoA (and by expansion, the uS generalised System of Preferences) offers eligible SSA 
countries duty-free and quota-free access to the uS market for a wide range of over 7,000 
products, including agricultural products.
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under the Forum on China-Africa Co-operation (FoCAC) China has also committed to enhance 
trade through investment and trade promotion missions and African products exhibitions to 
identify African produced products that could be exported to China. under FoCAC, China has 
undertaken to provide support for industrial policy planning with African countries and has to 
provide zero-tariff treatment for 97% of products exported by Africa’s least developed countries.21 
With respect to South Africa’s exports to China, the dti in September 2012 compiled a list of 
top ten value-added products for export to China, including wine that were part of the trade 
exhibitions held in the cities of Beijing and Shanghai in November 2011. While South Africa has 
continued to run a trade deficit with China over the last four years, the deficit has narrowed by 
over 50 percent from r48 billion in 2008 to less than r18 billion in 2011.22 

European union

Europe (and most notably the uk) is still the biggest export markets for South African wines. 
Collectively, the European union (Eu) is the world’s largest producer, consumer and exporter 
of wine. It still has close to 40 percent of the world’s total vineyards and is the top wine pro-
ducer and consumer. Its 27 member nations have some of the highest per capita wine con-
sumption figures in the world. As exporters, Eu wine producers enjoy over 65 percent of the 
world’s wine exports. despite China’s position as South Africa’s biggest bilateral trade partner 
based on South African exports of mineral resources, the Eu remains South Africa’s most 
important export market and responsible for 40% of foreign investment. 

However, it is probably inevitable in the medium to long-term that China will become a more 
important export market for South African goods.23 The subsidies to European wine farmers 
and winemakers and the high import tariffs provide their producers a comparative advantage 
in pricing their wine. At issue is how to keep South African wine price-competitive when faced 
with subsidised European countries’ wines; preferential tariffs in key markets for competitor’s 
wine; costly government standards conformance testing and certification; and, higher import 
tariffs in key markets such as Japan, China, russia and Brazil.24 

Interesting NTBs in various South African Eu export markets:

• The uk is one the largest importers of South African wine. It is predicted that there will be 
little significant growth in the uk wine market in the future, and competition for market share 
will become increasingly intense.  New World suppliers like South Africa are becoming more 
and more popular with the u.k. consumers and European wine producers are currently los-
ing market share. 

• germany is an important market for South African wine due to its high dependence on 
imported wine; approximately 75 percent of wine consumed in germany is imported. ger-
many is demanding stricter rules for the use of semi-generic terms, traditional expressions, 
and an extended list of protected geographic indications. 

growth markets like the BrIC markets. At present, South Africa however still has a trade defi-
cit with all the BrIC countries and changing this around will prove challenging. Some of the 
BrICS markets have proved difficult for South African exporters and investors to penetrate due 
to non-tariff barriers as some of the BrICS partners remain closed in certain industries.18 Brazil, 
russia, India, and China are responsible for implementing a third of trade protections worldwide. 
The global Trade Alert (gTA) has done in-depth monitoring of countries’ use of trade-restrictive 
tariff and NTBs over many years and in its most recent report found that Brazil, russia, India 
and China alone are responsible for implementing a third of trade protections worldwide. These 
four BrICs are among the world top ten offenders when it concerns the number certainly 
discriminatory measures imposed that hurt foreign commercial interests and that distort global 
trade. russia was placed second with 105 measures, India was placed sixth with 50 measures, 
Brazil seventh with 44 measures, and China ninth with 42 measures. When measured by the 
number of foreign trading partners affected by countries’ discriminatory trade measures, China 
places third in the world with 172 trading partners affected.19 

In 2011, China was the 11th biggest market for packaged and bulk wine, and the highest ranked 
country in Asia. However, the China-South Africa trade relationship is heavily in China’s favour 
and while tariffs have come down since China’s World Trade organisation accession, a major 
obstacle to trading with China remains to be a variety of NTBs which includes administrative 
inconsistencies and import controls.20 The tax structure in China lacks transparency, and discrep-
ancies appear regularly between the official rate published by the China’s Customs and the rate 
actually assessed. Taxes are imposed on an arbitrary basis varying with the port of entry and the 
industry involved. Problems with intellectual property infringement are also a constant threat. In 
addition, China has introduced new, stricter labelling regulations. overall, production and regula-
tory licenses to prove claims on labels can be involved in a lengthy process.

Besides agreements on economic and technical co-operation between South Africa and China, 
as well as protocols signed in February 2007 on sanitary and phytosanitary agreements, no 
preferential trading agreements have been signed. To date also no progress has been made 
on establishing a FTA that was proposed as far back as december 2001. An FTA would have 
implications for future trade relations with overall gains for both China and South Africa. For the 
South African wine industry, one of the advantages of having such an agreement is that it will 
cause a decline in prices, while importers keep the same pricing in order to make more profit. 
This will result in importers driving the sales on these wines to achieve a higher profit growth. 
A protective stance in the South African manufacturing industry specifically reflects the lack of 
ambition towards a more liberalised trading environment, especially given the controversies 
around the import of cheap Chinese clothing and textiles. As such, a China South Africa / SACu 
FTA have become unlikely in the near future. Talks around a FTA between China and South 
Africa have stalled, but a number of trade-related protocols and broader economic cooperation 
agreements were signed, as well as bilateral investment protection agreements and double tax 
hedging agreements.
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• Sweden has traditionally favoured high taxes on alcohol for public health reasons. However, 
in 2001 Sweden was formally asked by the European Commission to stop taxing wine, most 
of which is imported, at a higher rate than beer (which is predominantly domestically pro-
duced). Since then, Sweden has taken steps to reduce taxes and increase imports, but these 
actions are far short of providing a level playing field for wine exporter companies. 

NTBs in other key markets
• Australia: As a member of the World Wine Trade group (WWTg), Australia has signed a 

Mutual Acceptance Agreement and the Labelling Agreement with other participating countries, 
including Argentina, Canada, Chile, New Zealand, united States, and South Africa. These 
two Agreements provide for the acceptance of winemaking practices and the harmonisation 
of 27 labelling regulations between trading partners. The combination of these provisions 
assists in facilitating a smooth trade flow between participating countries. 

• Brazil: Certification and documentation is required for all wine imports into Brazil. Addition-
ally, Brazil requires certificates of analysis to accompany foreign wines. These certificates are 
to include analyses for ten different compounds, a move that is superfluous, cumbersome 
for importers, and not in line with internationally accepted norms. 

• Canada has a system of liquor board monopolies (LCBs) that are government controlled. 
LCBs provide direct and indirect subsidies to Canadian producers and waves waives retail 
sales mark-ups and freight costs for local producers, offers domestic producers exclusive 
merchandising and marketing programs, and gives retail support such as preferential shelf 
space. Canada also has testing and certification requirements, domestic rebate subsidy 
programs, discriminatory consignment sales and warehousing and delivery charges. Canada 
is also a member of the WWTg and thus has signed a Mutual Acceptance Agreement and 
the Labelling Agreement with other participating countries, including South Africa. These two 
Agreements provide for the acceptance of winemaking practices and the harmonisation of 
labelling regulations between trading partners. The combination of these provisions assists 
in facilitating a smooth trade flow between participating countries. 

• Japan’s regulatory system for additives, processing aids and maximum residue limits is dif-
ficult to manage. The process is not transparent for seeking changes or updates in the 
standards. As a result, when new winemaking processes are approved in various other 
international fora such as CodEX, oIV or the WWTg, Japan’s regulators are reluctant to 
adopt those changes. 

• russia’s standards bureau has two testing and certification requirements for imported wine, 
sanitation and wine standards conformance. These tests are to be conducted by private 
companies contracted by the russian authorities and can cost as much a uS$1,000 per 
shipment. 

WHAT CAN SouTH AFrICA ANd ITS WINE CoMMuNITY do?
In conclusion, it is true that free trade benefits consumers through increased choice and reduced 
prices. However, the global economy brings with it uncertainty and increased competition for 
scarce resources and therefore many governments impose tariffs and other trade barriers to 
protect industry. The presence of NTBs is a given fact and South African wine exporters will 
continuously face such trade barriers. Some elements that can be considered in a strategy to 
deal with NTBs could include the following:

Act in a cohesive manner
Stakeholders in the South African wine industry should cooperate and act in a cohesive man-
ner in order to face challenges and survive in the highly competitive and challenging interna-
tional wine market.25 This was confirmed by the CEo of Terroir Capital Charles Banks, speaking 
at a seminar as part of Cape Wine 2012 and Vindaba when he cited the example of the Napa 
Valley in California saying its success was based on the cooperation of all wine estates to place 
the Napa Valley under the spotlight. “The rising tide lifts all ships,” he added. “South Africa can 
be a model region if we success in making our own unique wine and sell it on the interna-
tional market.” 

Australia is another example in this regard. The Winemaker’s Federation of Australia (WFA) works 
specifically with Wine Australia to reduce international trade barriers and assist the industry with 
market access issues. It monitors trade developments, negotiate arrangements to improve 
market access and streamline importing requirements, advise Australian government depart-
ments, build relationships with regulators in key export markets and provide a response capa-
bility in the event of adverse developments. The WFA’s Technical Committee provides technical 
input into international platforms, including the oIV and the Codex Alimentarius Commission, 
assesses technical requirements of trading partners, and provides advice to WFA on liberalising 
these requirements.26  This approach could hold some lessons for the South Africa wine indus-
try. Many activities are pre-competitive, and include ensuring Australia’s competitiveness and 
the integrity of its wine are not compromised by inappropriate government policy and/or regu-
lation and promoting free trade without subsidies and the removal of tariff and non-tariff barriers 
for wine. Australia also has a Wine Industry Market Access group that comprises high-level 
industry and government representation.  This group provides advice to the WFA and Wine 
grape growers Australia Boards. 

Lobbying relevant government structures
Elimination of NTBs is of high importance and the South African government needs to address 
these barriers during trade negotiations at both regional and international level to ensure that 
these do not continue to impede trade. Some of the areas where government could be 
assisted is the monitoring, analysis, and action on current and potential Free Trade Agreements 
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between the South Africa and other countries; providing information and materials through 
comments to South African government agencies and making available research on emerging 
markets such as India, russia, Vietnam, Central America, and Brazil. 

South Africa should leverage its BrICS membership of to increase trade and investment into 
Africa and support the African agenda.  According to Brand South Africa CEo Miller Matola, 
South Africa within an Africa context should also promote regional and national advantages. 
He added that “Investors are very excited about the pending 26-nation free trade area covering 
Southern, Central and East Africa (TFTA) that will see, nearly 60 percent of the economy of 
Africa, with a combined gdP of uS$1-trillion and encompassing 600-million people, will be a 
single free trade area”.27

government and industry could take hands to encourage the development, maintenance and 
expansion of commercial agricultural export markets, stimulate and increase interest of small 
companies in exporting, open new markets, counter unfair foreign competition and increase sales 
of South African wine products. This will assist the wine industry in developing foreign markets. 
The wine industry should also always be represented in international initiatives like the recent 
Business unity South Africa (BuSA) initiative that saw a business delegation of over 50 companies 
taken to the South Africa’s 2nd BrICS Business Forum in New delhi, India. The theme for the 
BRICS Business Forum was “Partnership for Stability, Security and Growth.” South African busi-
ness needs to leverage on the commercial opportunities offered by Brazil, russia, India and China 
and other fora for the mutual benefit of industry, South Africa and the African continent.

Influence the World Wine Trade group (WWTg)

Industry participation in WWTg regulators workshops bringing together wine regulators from the 
region to discuss ways of better coordination and efficiency between regulators will be valuable.

The World Wine Trade group (WWTg) is an informal group of government representatives with 
a mutual interest in facilitating the international trade in wine and avoiding the application of 
obstacles to international trade in wine. It consists of government and industry representatives 
from Argentina, Australia, Brazil, Canada, Chile, New Zealand, South Africa and the united 
States. In January 2007, WWTg participants welcomed the signing of the Agreement on the 
requirements for Wine Labelling28. This far-reaching Agreement allows the use of a universal 
wine label between WWTg countries, thus reducing the complexities and costs of packaging 
wine destined for the export market. The WWTg plays a supportive role in moving the WTo 
doha negotiations towards a positive conclusion and it could assist with developing alliances 
for the removal of trade barriers in growth markets.

optimise market intelligence
Effective market intelligence is an imperative for the success of any business. Availability of 
detailed and accurate market information on potential and existing markets is a first step to 
facilitating and assisting South African wine exporters to enter and expand in new markets and 
also increase their exports to traditional markets. In this regard, the South African government 
and specifically the department of Trade and Industry, the department of Agriculture and export 
promotion agencies should create an enabling environment for public and private entities to 
gather and disseminate information at affordable cost29 Industry organisations can assist export-
ers and producers providing and maintaining up-to-date market intelligence databases.

The South African wine industry players can leverage government funds for market intelligence 
purposes. In January 2007, the Cabinet adopted the National Industrial Policy Framework (NIPF) 
to promote a more labour-absorbing industrial path that will create employment. The three 
iterations of the Industrial Policy Action Plan (IPAP) which emerged from the broad policy sets 
out a range of specific government interventions to promote industrial development and the 
competitiveness of South African industries and companies. Wine forms part of the agro food 
processing sector and specifically group A which according to IPAP is the highly quality, high 
value competitive sub sectors together with fresh fruit and fish products.30 Producers in group 
A typically face constraints that are related to developed country trade policy including subsidies, 
tariffs and SPS. Moreover, developed countries’ growth has slowed down relative to developing 
countries’ growth so the potential for export growth and employment without penetrating new 
markets is relatively low according to the most recent IPSP iteration. government has said that 
there is a clear need to support South African exporters that fall under group A, including wine 
exporters, to position their products better in faster growing developing countries. This may 
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require export intelligence and marketing support as well as inter government assistance to 
ensure that South African products are not unfairly subject to NTBs.

Invest in research and development
South African wine producers should view South Africa’s strengths such as its highly ranked 
audit and accounting standards, its sound banking system, and its well-regulated stock 
exchange (as confirmed in the latest global Competition report) as an opportunity to make 
progress through investments in research and development (r&d) and in new investment. This 
could place wine producers at an advantage once the developed markets moves out of the 
current protracted recessionary period. According to grant Thornton’s 2012 International 
Business report (IBr)31, businesses in the emerging markets lead the way in investing for long-
term growth. 45 percent of businesses in the BrIC countries plan to increase investment in 
r&d over the next year (to 2013), compared to just 18 percent of businesses in the g7. Similarly, 
47 percent of BrIC businesses plan to imminently increase investment in plant and machinery 
by 2013, compared to 37 percent in the g7.

In conclusion, it is clear that for various reasons, NTBs are set to remain a reality in interna-
tional trade and a tool in the hands of governments keen to protect local industries that is and 
will be used when deemed necessary.
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