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Abbreviations

Abbreviation Abbreviation

bn billion SACU Southern Africa Customs Union

CAGR Compound Annual Growth Rate SALBA South African Liquor Brand owners Association
CFTA Continental Free Trade Area SAM Social Accounting Matrix

Covid-19 Coronavirus Disease 2019 SARS South African Revenue Service

EIA Economic impact assessment SAWITU South African Wine Industry Transformation Unit
GDP Gross Domestic Product SAWIS SA Wine Industry Information and Systems
GVA Gross Value Added SDGs Sustainable Development Goals

ha hectare SIC Standard Industrial Classification

I-O table Input-output table UAE United Arab Emirates

ITC International Trade Centre UK United Kingdom

LAA Litres of absolute alcohol U:P ratio Uproot to planted ratio

ml Millilitres USA United States of America

NDP National Development Plan VAT Value-added tax

n.e.c. Not elsewhere classified wcC Western Cape

NFI Net farm income WIETA Wine and Agricultural Industry Ethical Trade Association
PPI Producer price index WISE Wine Industry Strategic Exercise

RHS Right-hand side WLD World

ROI Return on investment WOSA Wines of South Africa

RTA Revealed Trade Advantage Y-0-Y Year-on-year

RTD Ready-to-drink
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Glossary of Terms |

Terms

Balance of payments
Bottled wine

Bulk wine
CAGR

Farmgate price

GVA
HS codes

Indirect effect

Indirect taxes

Induced effect

Input-Output (I-O) method
Labour (Incl. informal)/capital ratio

Multiplier analysis

Multipliers

Net uprooting
Off-consumption of liquor

On-consumption of liquor
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Descriptions
The difference between all money flowing into the country in a particular period of time and the outflow of money to the rest of the world over the same period.
Wine shipped that are packaged in containers less than 10 litres, for examples in bottles. It is typically sold at a much higher price point than bulk wine.

Wine shipped in containers greater than 10 litres, rather than packaged (e.g. bottled) in smaller containers. It is typically sold at a much lower price per litre than packaged wine.

Compound annual growth rate. It represents the average rate of growth, per annuum, between two values over a given number of years. It is the rate of increase in the value of a quantity (such
as production volumes, for instance) compounded over several years.

The price of the product available at the farm, excluding any separately billed transport or delivery charge.

Gross Value Added. GVA at factor cost is equal to GDP at factor cost. It is equal to the value of output (quantity * price) minus value of intermediary consumption.

Harmonized System. A standardised, internationally used numerical system of classifying products, allowing participating countries to classify traded goods on a common basis for customs
purposes.

Indirect impacts result from the “first round” suppliers of the affected industries, purchasing goods and services and hiring additional workers to meet increased demand.

Taxes levied on goods and services, consisting of value-added tax (VAT), customs tax and excise tax. In other words, it excludes companies tax, personal income tax, as well as other smaller taxes.

The spending by households of the extra income they derive from the salaries and wages earned in the liquor industry itself and the liquor industry’s suppliers. This spending in turn generates
further production by industries.

This method quantifies the linkages that the liquor industry has with other industries in the economy. Specifically, the method traces the flow of money through the economy to capture how the
output of one sector becomes the input of another, i.e. how the industries depend on one another

The labour/capital ratio measures the additional employment opportunities (including informal employment opportunities) that can be created by every R1 million invested in capital.

A SAM can be transformed into an economic model by assuming that all the relations in the table are of linear type and that prices are fixed (at least in the short run). In that case the SAM can be
used directly to simulate the effects of shocks on some exogenous variables or accounts. This type of exercise is known as SAM multiplier analysis.

The multiplier concept is defined as the nature and extent of the impact/effect of an autonomous change in a specific economic quantity (e.g., exports or domestic sales) on other economic
quantity or quantities, for instance production or employment. Multipliers are the total production impact within the Study Area for every unit of direct production.

More vines uprooted than planted.
The liquor purchased may not be consumed on the premises where it was bought, e.g. a supermarket.

The liquor purchased may only be consumed on the premises where it was bought, e.g. a bar.



Terms

Optimal fruit bearing age of vines

Primary Grape Producer

Private Wine Cellar

Producer Cellar

Producing Wholesaler

Production cost

ROI

RTA

RTDs

SACU

SAM

Total multiplier effect

UK

VAT

Wine tourism

Yield

Glossary of Terms |l

Descriptions
Age during which vines have the highest yield, namely age 4 to 12.
Grape farmers

Winery belonging to an individual or group where grapes are received and processed into wine grape products and the marketing thereof as packaged or bulk. They tend to be smaller operations
and can generally be considered boutique winemakers.

Winery where grapes are received and processed on behalf of a group of wine grape producers, its members, into wine grape products and the marketing thereof as packaged or bulk. They
consist of co-operatives and ex-cooperatives (co-operatives that have formalised their structure e.g. forming a shareholding company). These producers are generally large operators, with some
having the ability to crush over 10,000 tons of grapes annually.

The wholesalers will both produce their own wine and buy wine in from either producer cellars or private wine cellars. Producer wholesalers may also have a small number of their own
vineyards. Producer wholesalers are also responsible for the bulk of exports.

The sum of: labour cost, provisions for renewal, mechanisation, direct cost (fertiliser, crop protection, herbicide), general expenses, and fixed improvements.

Return on investment. The ratio between net profit and cost of investment, indicating the efficiency of the investment.

Revealed Trade Advantage. The RTA method, using global trade flows of all the competing industries viz-a-viz the industry under consideration, it is argued that competitive advantage is
indicated by relative trade performance, i.e., the ability to trade in the global market because this effectively reflects all relative market costs as well as all non-competitive factors, government
policies and other measures affecting actual trade patterns between competitors.

Ready-to-drink alcoholic beverages, e.g. Smirnoff Spin.

Southern African Customs Union. Includes South Africa, Botswana, Eswatini, Lesotho and Namibia.

Social Accounting Matrix.

The sum of the direct, indirect and induced effects.

United Kingdom. Includes England, Scotland, Wales and Northern Ireland.

Value-added tax. A consumption tax placed on a product whenever value is added at each stage of the supply chain, from production to the point of sale. Currently levied at 15%, except on zero-
rated and exempt goods.

In the accompanying tourism study a survey was conducted amongst the wine industry stakeholders that are suppliers of wine tourism activities such as wine tastings, overnight accommodation,
food and beverage, vineyard tours, etc. These wine tourism facilities, activities and services are predominately supplied by the wine cellars that crush grapes.

Tons of grapes crushed per hectare planted.
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.I Executive Summary and Introduction |

This report was commissioned by SAWIS and is an update of similar reports prepared for SAWIS in 1999, 2003, 2008 and 2014. The aim of this report is to provide an
up-to-date view of the wine industry and an assessment of the economic contribution the industry makes to the South African and Western Cape economies. Its
structure and main findings are as follows:

2. Background ® Section 2 provides the background and context for this study. It shows how the wine industry supports national and international development goals and highlights
@ the industry’s own development and growth goals as contained in the Wine Industry Strategic Exercise (WISE).

® Section 3 sets out the developments in the wine industry since the last report, namely for the period 2013 to 2019. It finds that:
* The Western Cape and Northern Cape have a total of 92,066 ha of vineyards (2019), with the region with the highest proportion of that being Stellenbosch.
3. Developments in

R . L . . .
the Wine Industry: There has been a consistent decline in primary grape producers over the period to 2,781 producers, most of who are small producers. Area under vines are

similarly declining, dropping to 92,066 ha in 2019. This points to net uprooting, with vines consequently ageing. These factors all contribute to the downward

2013 to 2019
trajectory of litres of wine produced, down to 837 million litres in 2019 (excluding wine for brandy).
ﬁﬁ‘ * Domestic wine consumption has decreased since 2017, making up around 9% of total alcohol consumption in 2019; 48% of wine sold was classified as “low priced”.
..... * The wine industry has been contributing increasing amounts to government tax; in 2019 the industry paid R7.2 bn in VAT and excise duties. The industry further
« positively impacts on the balance of payments, with much higher levels of exports than imports. There was, however, a sharp decrease in exports from 2017,
dropping to 320 million litres in 2019; this is 24% less than in 2018.
4. Financial Overview ® Section 4 contains a brief look at the financial aspect of primary grape producers. The data show that the total industry average production cost (excluding dryland
vines in the Swartland region) is increasing to reach R51,788/ha in 2019. Profitability in the industry is also increasing to a return on investment (ROI) of 4.8% for the
|//’ 2019 harvest year.
5. Overview of Wine ® Section 5 provides a short overview of the wine tourism study accompanying this report, commissioned by Vinpro. The Vinpro study finds that in 2019, wine tourism:
Tourism Report * Directly contributed R2.4 billion to South African GDP; and
* Directly employed 12,878 people in the wine industry (5,809 permanent employees, 4,414 casual employees during peak season and 2,655 casual employees the
rest of the year).
6. Impact of Covid-19 ® Section 6 looks at the most important impact on the wine industry of 2020, namely Covid-19. Estimates suggest that the ban on local sales of alcohol products and its

exports resulted in a loss of R2.8 bn in wine sales during the first ban, and R0.81 bn during the second ban of local sales. It is too early, however, to measure the true
effects the pandemic has on the industry.

@



Executive Summary and Introduction |l

7. Economic Impact ® Section 7 shortly explains the methodology used for the economic impact assessment, namely the input-output methodology. This measures the direct, first-round,
Analysis: Methodology indirect and induced impacts of the wine industry, expressed in terms of its contribution to GDP, government tax revenue, employment, and capital utilisation/
formation.

8. Economic Impact of * Section 8 sets out the results of the economic impact assessment. It found that in 2019 the total wine industry impact (sum of direct, indirect and induced effects)
the Wine Industry was as follows:

. . . Multipliers®
* South African economy (national impact) uttipliers

® Contributed R55 bn to GDP (at market prices), equal to 1.1% of GDP;
* Supported 269,096 jobs (1.6% of national formal and informal employment),...

GDP multiplier (Economy-wide) 1.39

* ..which resulted in a total household income of R19.1 bn; Employment multiplier (Incl.

® Contributed R98.1 bn to net capital formation/utilisation; informal)

South Africa 772

® Resulted in a tax contribution of R17.9 bn...
* ... which is equal to 1.4% of all tax income received by the government; Efficiency ratios?
* Made a net positive contribution of R8.3 bn to the Balance of Payments;
* The wine industry’s economy-wide multipliers and efficiency ratios (shown in the table) are higher GDP (nominal)/capital ratio 0.62

than that of the average South African industry, making it an attractive sector to Labour (Incl. informal)/capital ratio 277

stimulate growth. However, its labour-to-capital ratio has deteriorated since 2013.

* Western Cape economy (provincial impact)
® Contributed R31 bn to GDP (at market prices);
* Supported 166,652 jobs...
Western Cape * ..which resulted in a total household income of R9.3 bn;
V * Contributed R50 bn to net capital formation/utilisation;
® Resulted in a tax contribution of R12 bn;

9. Conclusion ® Section 9 concludes.

1 The change in GDP and employment as a result of changes in the production of R1 million by a particular activity.
2 The additional GDP and employment opportunities that can be created by every R1 million capital investment.
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The wine industry
has a deep value-
chain, with forward
and backward
linkages to several
industries.

Context of this study

From the vine through to the final consumer, locally and internationally, the South African wine industry produces a

world-class product, and is the 8t largest wine producer in the world.

Locally, further value is added by the boom of world-class restaurants across the country, with South African wines being

part of the highlight.

In the process of manufacturing, packaging, exporting and distributing wine products, the local wine industry supports

economic activity throughout the entire value chain, which includes a wide range of producers and suppliers, such as

wine grape farmers (upstream linkages), as well as retailers, distributors and the hospitality industry (downstream

linkages).

These upstream and downstream activities generate additional income and tax revenue which, in turn, is spent in the

economy, thereby inducing further economic benefits.

The local wine industry also has a deep value chain, for example:

* |n terms of packaging, the alcoholic beverages industry (including spirits, wine, cider and beer) is the purchaser of
about 82% of the local glass container industry’s sales.

* The glass container industry also acts as a key anchor tenant for several upstream industries and is critical for their
future survival.

* The glass container industry is a key player in promoting a circular economy and contributes to local value and job
creation, while aiming at reducing the industry’s environmental footprint.

Few industries in South Africa capture so much of the value chain as the wine industry.

Accordingly, this report aims to provide a full assessment of the direct contribution of the wine industry to the South

African economy, as well as its indirect and induced impacts — that is, the multiplier effects.
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The wine industry
can greatly
contribute to the
goals contained in
South Africa’s
National
Development Plan
(NDP) and the
international
Sustainable
Development Goals

(SDGs) and is already
aligned with many of

the goals of both
development plans.

CONSULTIN
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Supporting development goals

* The National Development Plan (NDP)
provides a common focus for action
across all sectors and sections of South
African society.

® The Sustainable Development Goals
(SDGs) are government agreed
international development goals
where implementation by multi-
stakeholder partnerships of
government, labour, civil society and
business is specifically intended.

* Together, the NDP and SDGs provide a
highly overlapping, reinforcing
framework to structure collective
actions that build trust between
stakeholders and drive development
outcomes.

® The wine industry is an important
‘cog’ in the SA Inc. machine that
strongly contributes towards the
country achieving its developmental
goals.

1 Wines of South Africa, 2020 (.

2 South African Wine Industry Transformation Unit (SAWITU), 2019.
3 UN Global Compact Network South Africa, Private Sector Contribution to South Africa’s 2019 Voluntary National Review on Sustai

Figure 1: Summary of National Development Goals

= Industryis involved in public-private sector
collaboration and partnerships across
sectors and throughvalue chains.

= Alsovarious jointventurestostrengthen
community ownership and consultation.

= Alignswith 2NDP objectives from Chapter
7: South Africa in the Region and the
World

Wine producers are gettingrid of water
guzzling alien plants, restoringwetlands and
rivers.

Various public-private sector collaboration
and partnershipstoaddress water quality
and scarcity issues.

Alignswith 1 NDP objective from Chapter5
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= Industry survival depends on both social &
environmental sustainability.

= Integrated Production of Wine (IPW)

= Aligns with 3 NDP objectives from Chapter 5.

<

= SRCaimsto developacollaborative
governance responsetowater quality
issuesand environmentin the Eerste
River Catchment.

= Alignswith 2 NDP objectives from
Chapter 5.

Industry involvement in communities
contributing to their upliftment
Alignswith 1 NDP objective from
Chapter 4; 3 from Chapter5:
Environmental Sustainability and
Resilience; & 4from Chapter 8:
Transforming Human Settlements.

= Several industry and private initiatives in place to
redress pastimbalances

= Alignswith 1 NDP objective from Chapter 3; 1 from
Chapter 11; & 1 from Chapter 15: Nation Building
and Social Cohesion.
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= Private-public
partnerships onwater
quality and infrastructure
improvement.

= Alignswith 1 NDP
objective from Chaptera:
Economic Infrastructure.

t Goals

° 9

= Theindustry creates jobsin local
communities.

= Supports social programmes to empower
woman, youth, and uplift communities.

= Aligns with 2 NDP objectives from Chapter
11: Social Protection.

= Theindustry provides jobsand
income security to households
with multiple dependants.
Aligns with 1 NDP objective from
Chapter 5: Environmental
sustainability and Resilience; 2
NDP objectives from Chapter6:
Inclusive Rural Economy; & 1
from Chapter 11.

Ongoing education drive through various
trustsand initiatives. Jointventures
among farmers and workers to give part
ownership and transfer skills.

Aligns with 13 NDP objectives from
Chapter 9: Improving Education, Training
and Innovation.

= SAWITU supports wine farms and
businesses owned by black people
throughout the value chain.

= Aligns with 2 NDP objectives from
Chapter 11; & 1 from Chapter12:
Building Safer Communities.

o
LY

g

= Wineisa globally competitive key exportindustry
and supportsthousands of jobs acrossitsvalue chain

= Theindustry also adds significant value to the SA
economy

= Aligns with 7 NDP objectives from Chapter 3:
Economy and Employment.
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The Wine Industry
Strategic Exercise
(WISE) sets out the
ideal future state the
industry would like
to achieve by 2025.

Wine Industry Strategic Exercise (WISE)

* The wine industry has its own set of targets, which will support the industry’s contribution towards the NDP’s goals and SDGs.

* The WISE project was initiated in 2014 and is driven by key industry organisations Vinpro, SALBA, SAWIS, WOSA, Winetech and SAWITU.
* WISE is a comprehensive, industry-wide strategy to reach a desirable future state of the wine and brandy industry by 2025.

* Based on research, analysis and feedback from the industry, targets for 2025 were set.

* The table below compares the starting point in 2015, progress as in 2019 and the targets for 2025.

* Progress have been made in most focus areas, but the industry is still behind on transformation objectives.

Table 1: Comparison of 2015 baseline, 2019 actuals and ideal future state in 2025 (targets)

of WISE
. Ideal future
2015 Baseline 2019 Actuals state: 2025
Production ROI 2% 4.8% CPl + 5%
Stock levels 80,000 ton Equilibrium Equilibrium
surplus
. 350 million 387 million 450 million
Local wine sales . . .
litres litres litres
Bulk : Packaged export 60:40 55:45 40:60
Exports to new markets (USA, China & Africa) 10% 11% 25%
Ethical accredited volume 20% 61% 100%
Black-owned land and water 3% 3% 20%
Wine tourism R6 bn R7.2 bn R15 bn

12
Sources: https://www.wineland.co.za/the-wise-way-forward/#:~:text=The%20Wise%20task%20team%20has,with%20a%20targeted%2C%20collaborative%20strategy.; WISE (2020).
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The Conningarth
study found that in
2013 the wine
industry:

(i) cContributed
R36.1 bn (at
market prices)
to GDP

(ii) Supported
289,151 jobs

(iii) Neededa
capital base of
R62.3 bn to
sustain the
2013 level of
wine
production

Overview of Conningarth Economists (2014) study

The Conningarth Economist study, the results of which this report will update, is the fourth in a line of studies of this nature, following on from
those published in 1999, 2003 and 2008.

Part | provides a general description of the wine industry, including developments in the industry in the years between the previous wine
multipliers study published in 2008 and snapshot of the industry 2013.

Part | also includes an attempt at quantifying wine tourism’s part of the wine industry’s economic contribution. A very rough estimate indicated
that wine tourism (local and foreign visitors) added just under R6 bn (2013 prices) to the economy.

Part Il contains a macroeconomic impact assessment of the wine industry to quantify the industry’s contribution to the South African and Western
Cape economies.

The economic analysis makes use of a Social Accounting Matrix (SAM) to calculate the direct, indirect and induced effects on the economy of the
different levels of the wine value chain; this includes calculating the relevant multipliers. The estimated economic impact on several
macroeconomic variables are reported.

Impact on GDP (at market prices) in 2013
Wine industry added R 36,145 million to South African GDP in 2013 — 1.2% of total South African GDP
Of this, R 19,287 million remained in the Western Cape — 4.6% of Western Cape GDP

Impact on Employment Creation
Wine industry supported about 289,151 jobs in South Africa — 2% of total employment in South Africa
Specifically, the wine industry supported about 167,494 jobs in the Western Cape — 7.5% of total employment in the Western Cape

Total employment proportions are larger than GDP proportions, mainly due to variations in capital intensities of production and labour structures
between Western Cape and total South Africa.

Impact on Capital Utilisation in 2013
Overall capital base needed to sustain the 2013 level of wine production in South Africa amounted to R 62,277 million (in 2013 prices)
Overall capital base needed to sustain the 2013 level of wine production in the Western Cape amounted to R 33,458 million
The multipliers and efficiency criteria calculated in the study are shown on the next slide alongside multipliers derived in other studies.

13



Reasonability checks
of our results are
performed by
comparing it to the
results found in
previous studies.

In particular, the
Conningarth
Economists study
(2014) found
efficiency ratios for
the wine industry of:
(i) GDP/Capital
ratio: 0.58
(ii) Labour/capital
ratio: 4.64

Efficiency ratios and multipliers in previous studies

We show some of the results derived in previous studies for wine, brandy (made with wine) and cider (a fruit-based agro-processed product,
similar to wine) in order to provide context and reasonability checks for the results presented later in this report.

Table 2: Results of previous studies

Conningarth Economists

Wine GDP/capital ratio? 2013 0.58

(2014)3
. E .

Wine Labour/capital ratio? 2013 4.64 oz FeeremmEs

(2014)

Value (total of direct,
Y f

Brandy Value-added (GVA) 2017 Econex (2018)*
Brandy Value-added 2008 1.30 Punt (2014)°
Cider Value-added (GVA) 2017 1.41 Econex (2018)
Brandy Employment 2017 7.29 Econex (2018)
Brandy Employment 2008 6.85 Punt (2014)
Cider Employment 2017 8.23 Econex (2018)
Brandy Tax 2017 1.17 Econex (2018)
Brandy Tax 2008 1.44 Punt (2014)
Cider Tax 2017 0.88 Econex (2018)

1 GDP/capital ratio: Measures the additional GDP that could be generated from R1 million of capital investment.
2 Labour/capital ratio: Measures the additional employment opportunities that can be created from R1 million fixed capital investment.

3 Conningarth Economists (30 January 2015). Final report — Macroeconomic Impact of the Wine Industry on the South African Economy (also with reference to the Impacts on the
Western Cape). Prepared for SAWIS.

4 Econex (2018). Multipliers: value-added, employment, tax: whisky, white spirits (vodka & gin), brandy, cider & beer). Prepared for Distell.

5Punt, C. (2014).The Economic Impact of the Decline in Domestic Sales in South African Brandy. Requested by: The South African Brandy Foundation (SABF), University of Stellenbosch.
14



3. Developments in the Wine
Industry: 2013 to 2019
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South Africa Wine Producing Regions

Figure 2: Geographic distribution of wine grape vineyards in SA (ha) Figure 3: Geographic distribution of wine grape vineyards in SA (%)

This study considers per region, 2019 per region, 2019
the vineyards in the 100.000 - . . . . ‘ . , ‘ , ,
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rest of South Africa (which are included as part of the Northern Cape).

Robertson and Breedekloof.

Source: SAWIS

The majority of wine producing vineyards in South Africa are concentrated in the Western Cape, with some in the Northern Cape and a negligible amount in the

Within the Western Cape region, Stellenbosch has the highest hectares of wine grape vineyards (16.4% of hectares in 2019), followed by Paarl, Swartland,

16



There has been a
consistent decline in
the number of
primary grape
producers, falling to
2,781 producers in
2019.

The vast majority of
producers only
produce a small
amount, limiting
their ability to
sustain unprofitable
operations for an
extended period of
time.

Primary Grape Producers

Figure 4: Number of primary grape producers, 2013 - 2019

Number of Producers

Since 2013 there has been a consistent decline in the number of primary grape producers — in 2019, there were 542 fewer primary grape
producers than in 2013, equating to a CAGR of -2.9%. Year-on-year, there was 92 (3.2%) fewer primary grape producers in 2019 than in 2018.

Despite the decrease, the distribution of producers across production categories remained roughly the same since 2013, with majority of primary
grape producers producing smaller amounts: in 2019, 40% of producers produced between 1 and a 100 tons of grapes and 35.5% produced
between 100 and 500 tons.

This is an important point, as it shows that the majority of primary grape producers are small and unlikely to be able to sustain many years of
unprofitable harvest. This is exacerbated by external factors: difficulties faced by producers in 2019 include unfavourable weather conditions
leading to smaller and lighter berries and bunches, the after-effects of the drought still felt in regions like the Olifants River and Klein Karoo,
rainfall in March that led to rot, ageing vines and net uprooting leading to a shrinking area under vines, as well as low return on investment. All of
these impede the ability of producers to invest in the future. In 2020, the Covid-19 pandemic also emerged and had a significant impact across the
globe. We elaborate on the impact on South Africa later in this report.

Primary grape production have backwards linkages in the economy — e.g. primary grape producers buy inputs like fertilizer, water and electricity.
Fewer wine producers means that fewer of these inputs are bought, lowering the economic impact. In addition, primary grape producers employ
large numbers of unskilled workers, some of these on a seasonal basis. As such, fewer primary grape producers mean fewer workers employed,
lowering the impact of the wine industry on the economy.

2019 distribution

>5 000 - 10 000
tons, 0.4%

3,400 - 3,323 3,314 >10 000 tons,

0.3%

3,232

>1 000 - 5 000 tons,

3,145
12%

3,200 - ! 3,029

3,000 - CAGR (2013 - 59,4, , o

2,800 i >500 -1 000 tons, 1-100

12% tons, 40%
2,600 -

2,400 -

>100 - 500 tons,
35%

2,200 -

2,000 T T T T T T 1
2013 2014 2015 2016 2017 2018 2019

Source: SAWIS; Vinpro ( ; )


https://vinpro.co.za/the-wheel-is-turning-for-wine-grape-producers/
https://www.wineland.co.za/state-of-the-sa-wine-industry-2018-2019/

Wine Grape Vines, Area under Vines and Net Uprooting

* Area under vines have been declining at a CAGR of 1.3% per year since 2013. Noticeable is the drop of -2.9% in 2016. This corresponds to the second year of low
The hectares of wine rainfall during the Western Cape drought. Despite good rains in the winter of 2018, the area under vines have continued to decline. In 2019 the total area under
grape vineyards are hectares was 92,067 ha. This is 1% lower compared to 2018.
declining, falling to

i * This points to net uprooting - more vines are being uprooted than planted. The data show that there was a steady decline in vines planted from 2013 to 2016,
, ain .

accompanied with a marked increase in the hectares of vines uprooted. The ratio of vines uprooted to planted (“the U:P ratio”) (where a value greater than 1
points to net uprooting), has consistently been greater than 1 since 2013.

Net uprooting is * There has been a slight increase in the hectares of vines planted since 2017, with a commensurate reduction in the hectares of vines uprooted. However, in 2019,
taking place, with the ratio of vines uprooted to planted still points to net uprooting with a value of 1.8. In other words, for every hectare planted, 1.8 hectares are being uprooted.
1.8 ha uprooted for Overall, the data shows that the net uprooting for red wine (U:P ratio of 2.1) is higher than for white wine (U:P ratio of 1.6).

every 1 ha planted in * One of the reasons for net uprooting is that producers replace their vines with more profitable crops such as citrus, plums, apples and blueberries.

2019. .

Net uprooting have short term and longer term consequences. In the short term, there are less grapes for the manufacturing of wine. However, since newly
planted vines take 5 to 7 years for full yield development, net uprooting now will result in lower grape and wine output for at least the following five years.

Figure 6: Breakdown of wine grape vineyards planted and uprooted

Figure 5: Total hectares of wine grape vineyards (area under vines) (including corrections) (excluding Sultana) (hectares) & ratio* of

uprooting

(excluding Sultana), 2013 — 2019 uprooted vines to planted vines (RHS), 2013 — 2019
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Vines are getting
older, with 50% of
vines 16 years or
olderin 2019.

Vines’ optimal fruit
bearing age is 4-12
years, meaning that
half of vines are past
their optimal fruit
bearing age with a
decreasing yield.

Age of vines per region

Given that net uprooting is taking place (as shown on the previous slide), vines are also getting older — overall, in 2013, 38% of total hectares were 16 years or

older, compared to 50% in 2019. This is much higher than the general norm of no more than 15% of vines exceeding 20 years.

Vines’ optimal fruit bearing age is 4-12 years, after which the yield decreases. Therefore, on aggregate, more than half of the vines in 2019 are past their optimal

fruit bearing age. This may lead to significant shortages of certain varieties over the coming years.

At a regional level, the data show that the areas with the highest area under vines (Stellenbosch, Paarl and Swartland), as well as the Northern Cape, have vines
that are getting older, while in most of the other areas, vines are roughly the same age in 2013 than in 2019.
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Figure 7: Distribution of age of vines, by region and overall (bottom), 2013 vs. 2019
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Grape Production: Grapes Crushed/Tons Harvested and Yield

* Given that the total area under wine grape vineyards have been declining, there has also been a decline in the tons of grapes crushed (production) — grape
production declined at a CAGR of roughly 3% over the period 2013 to 2019. Despite this, year-on-year, grape production was slightly higher (0.3%) in 2019 than in
2018, however the wine grape crop was still 16.7% lower in 2019 compared to 2013.

Production is

declining, reaching
1.25 million tons of * The corresponding CAGR for white varieties shows a decline of 2.4% and for red varieties a decline of 4.3%. Consequently, the proportion of the grapes

grapes crushed in crushed/harvested made up by white varieties increased from 64% in 2013 to 67% in 2019, while the proportion for red varieties decreased from 31% in 2013 to
2019. 28% in 2019.

Figure 8: Grapes crushed/production (tons), 2013 — 2019
The yield (tons 1,600,000 -
crushed per ha) is 1408267 o710 P 2013
also declining. 1,500,000 —~e 1,437,261 « Table grapes: 5%
1,405,258
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w
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Figure 9: Yield (grapes crushed/hectares), 2013 — 2019
* As expected, fewer wine grape vines means there are fewer grapes to crush. 20

* This is reflected in the yield, calculated as the tons of grapes crushed divided

15.0 15.3 15.0 14.7 15.2 136
. . . 13.4 .
by the hectares planted: in 2019, the yield was 13.6 tons per hectare, down 15
from 15.0 tons per hectare in 2013 10
5 4
0 - : : : : : :

2013 2014 2015 2016 2017 2018 2019

Tons/ha
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Grape Production — Regional Perspective

* Regionally, all areas have a negative CAGR, with the exception of Worcester and Breedekloof. The latter two regions only have a slightly positive CAGR.

Since 2013, the * Compared to 2018, the Northern Cape, Swartland, Paarl and Worcester regions produced higher crops in 2019, but this must be seen in the context of coming
Olifants River and from a low base after the large losses experienced in 2018.

Klein Karoo regions * The Olifants River regions showed the largest decline, followed by the Klein Karoo — clearly showing that these regions are still feeling the after-effects of the
show the largest three year drought.

decline, highlighting

the impact of the Figure 10: Wine grapes produced, by area (tons, 2013-2019) (top) and CAGR of wine grapes produced (based on tons 2013 — 2019) (bottom)

three-year drought.

1 1 1
I 1 1 1 1
, Northern Cape ! Olifants River H Swartland H Klein Karoo , Paarl
I 1 1 1 1
I 1 1 1 1
Between 2018 and | 200 o 300 5 200 P 5 200
. 1 - 1 © | ° 1 k-1 | L]
2019, production S — | \_\ CoF /\/\, Lg 0 \/\ L EE TN
declined for all g1 3 100 P g1 L3 20 g 100
1 1 1 1
regions expect for 1= 50 - 1= 50 LoE L= 50
the Northern Cape, | § o +—r—F7—— § o+—F—7—7—7—"7"— é o +—F—7—7—"7—"71— E 0o +—7——"—7—7—+"1 | é 0O +—r—7—7—T—T—m
Sswartland. Paarland | mTo8NRg | MTo8NRg mfnen2g | m%985%23 | m3985%99
wartland, Paarl an \ O O OO O o o H O O OO O o o H O 0O o0 oo oo ©O O O O © © o \ © O O 0 o0 oo
| AN N N NN NN | AN N N AN NN | N N NN NN | N N N N N NN | N N AN AN N NN
Worcester. e oo - . ; " e oo -
1 1
Robertson Stellenbosch ! Worcester ! Breedekloof Cape South Coast
1 1
260 200 | 170 | 280 25
—_ —_ = = —_
é 240 § 150 /\_\ : é 160 | é 270 ﬁ 20 "\
8 g g 1§ 260 g 15
3 220 3 100 13150 L3 3
£ 200 £ 50 LB 140 L § 2 £
Y o Y | g 240 ]
§ 180 +————+——1—— § 0+—r+—7++—r+—— | 6130+ | 6230+ § 0+
= N <0 O N O O = N <! ONWO I = MmN ON WO = N <N ON O = Nn < 1N O N 0 O
L e e T T e A L e e T T T s A 1 L e e = T e A 1 L e e T T s A | — — — — — — —
o O O O O O o o O O O O O o | o O O O O O O | o O O O O O O O O O O O O O
AN N N NN NN N N N NN NN | N N NN N NN | N N NN N NN N N N &N N NN
5% ] 0.9% 0.9%
0% T T T T - T T T T 1
= 7 T . . - . || -
S 10% -4.0% -4.2% -3.5% o -3.7% 46% -3.0%
TR o -7.6%
15% -9.4%
Northern Cape  Olifants River Swartland Klein Karoo Paarl Robertson Stellenbosch Worcester Breedekloof Cape South Total
Coast

ﬁ F T I h Source: SAWIS

CONSULTING 21



Wine Cellars

Figure 11: Number of Wine Cellars, 2013-2019 Figure 12: Breakdown of wine cellars by production category, 2019
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Figure 13: Number of Wine Cellars (by type of Cellar), 2013 - 2019
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* The South African wine industry structure in 2019 is characterised by many small wine cellars crushing less than 500 tons of grapes.

* The number of wine cellars remained roughly constant over the period 2013-2016, after which it began to decrease. By 2019 there were 31 fewer wine cellars
than in 2013 and 35 fewer than in 2016 — a CAGR between 2013 and 2019 of -0.9%.

* At amore granular level, most of the decrease seems to stem from private wine cellars — there were 33 fewer private wine cellars in 2019 than in 2013; 5 fewer
producer cellars; while producing wholesalers showed an increase of 7.

* At leastin part, the above reflects that a manner of consolidation is taking place in the wine industry.

ﬁ F T I Source: SAWIS
G
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The total wine crop
has decreased, but
with a slight uptick
in 2019.

Wine production
similarly had a
downward trend
followed by an
uptick in 2019 to
production of 837
million litres.

Wine Products

* As the earlier graphs indicated, there are fewer grapes to crush, resulting in a lower wine crop. The total wine crop (which includes wine; wine for brandy;
distilling wine; as well as grape juice concentrate and grape juice) was lower by 183 million litres in 2019 when compared to 2013 — translating to a negative CAGR
of 2.8%. The majority of the decrease between 2013 and 2019 can be attributed to wine, showing a 79 million litre decline; and grape juice concentrate and
grape juice, showing a 56 million litre decline. Distilling wine also showed a decrease of 46 million litres; while wine for brandy was down by about 3 million litres.

* The production of wine between 2013 and 2019 can further be divided into two periods: between 2013-2015, wine had a positive CAGR of 2.9%, increasing from
915 million litres in 2013, to 968 million litres in 2015; however between 2015-2019, there was an overall decline at a CAGR of 3.6% with wine production
decreasing from 968 million litres in 2015 to 837 million litres in 2019. This decrease corresponds to the drought starting in 2015, which resulted in fewer and
smaller berries, and bringing about net uprooting (as shown previously).

* There was a slight uptick in wine production in 2019, with the harvest for 2020 expected to be somewhat higher than 2019, although berries are still small.

Figure 14: Total wine crop (gross litres harvested), 2013-2019
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Figure 15: Wine produced (2013-2019) (excluding wine for brandy)
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Domestic alcohol consumption

Overall alcohol consumption is dominated by beer, with the wine category Figure 16: Domestic alcohol consumption (million litres, by category)

Wine is the alcoholic showing the third highest consumption (following beer and RTDs). (left) (2013 — 2019) and proportion (2019) (right)
drinks category with The domestic consumption of wine (including still wine, fortified wine and
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At the same time Figure 17: Domestic consumption of wine (2013 - 2019) (top) and * Many of the wine cellars in South Africa supply mainly the domestic market.
RTDs saw mark(’ed proportion per price point (RSP) (2019) (bottom) As such, the fact that the wine harvest is smaller (as shown above) and sales
435 volumes have been declining, puts pressure on business to strategically think
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* 48% low price (below R30)
* 33% basic (R30 - R48)
* 7% premium (R48 —R72)
* 6% super premium (R72—R108)
* 5% ultra premium (above R108)

Source: SAWIS (based on various industry sources and SALBA data)
ﬁ F T I Notes: Beer data only for RSA; other data for RSA and SACU countries (Botswana, Lesotho, Namibia, Eswatini); Still wine excludes the grape-based liquor and alcoholic fruit beverage
CONSULTING component; Wine and Sparkling wine do not include bottled imported products (bottled imported portion is small); all other data include imported products; RTD here refers to both
alcoholic fruit beverages and spirit coolers; The fortified wine series is under review; the data here represent the latest estimates from SAWIS.
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The wine (including
brandy) industry is
contributing an
increasing amount
to government
income in the form
of tax; its 2019
contributions of VAT
and excise duties
amounted to
R7.2bn.

Taxes paid to government

* The wine industry is an important contributor to government income, given that unlike most industries, it also contributes in the form of excise duties. In the
figure below, we show the excise duties and value-added tax (VAT) that was paid on wine and brandy.

* Between 2013 and 2019 the total payment increased at a CAGR 7.5%, and by 2019 the total payment to government amounted to R7.2bn. This amount is equal to
0.6% of all government tax income (R1.29 trillion) in 2019. Just over half of the R7.2bn (53%) can be attributed to wine, and the rest to brandy, despite the
comparatively lower sales volumes of brandy. This is because the excise rate on brandy is much higher than on wine (see table 3).

* We also compare the general inflation to the growth rates in the excise rate of unfortified (still) wine, sparkling wine and brandy. For the most part, the excise
rates increased by more than inflation during the entire period between 2013/14 and 2019/20; this is illustrated by how the lines (indexed to start at 100 in
2013/14 and then grow with the relevant annual rate) are all above the line representing inflation by 2019/20.

Figure 18: Excise duties and VAT on wine and brandy paid to

government (R million), 2013-2019
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Figure 19: Inflation?® v. growth rates of select excise taxes, 2013/14-2019/20
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Table 3: Excise rates on wine and brandy, 1 March 2019 - 29 February 2020

Unfortified (still) wine R4.20/litre
Fortified wine R7.03/litre
Sparkling wine R13.55/litre
Brandy R204.15/LAA?
Pot still brandy R183.73/LAA?

Source: SAWIS (based on data from various industry sources and SALBA data); SARS; SARB; Stats SA

Notes: ! Average of the monthly inflation for the financial years ending 28/29 February; 2 Litres of Absolute Alcohol

25



Wine exports are on
a downward
trajectory, dropping
to 320 million litres
in 2019. Almost all
of exports are still
wine.

Most wine is
exported in bulk,
which realises a
much lower income
per litre than
packaged wine.

The bulk:packaged
ratio was 55:45 in
2019.

Far less wine is
imported than
exported.

There was an
increase in the
volume of wine and
brandy imported
between 2018 and
2019.
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Wine Exports and Imports

Wine exports has historically been an important part of the market, although
the litres exported are on a downward trajectory, as well as the proportion of
production exported.

* Between 2017 and 2018, the volume of exports declined by 6.3%. This
trend continued into 2019, with the volume of exports declining by a
further 23.9% between 2018 and 2019.

* At the same time, the proportion of exports as a percentage of wine
production declined by 3 percentage points between 2017 and 2018, and
by a further 8 percentage points between 2018 and 2019.

The most important component of exports is still wine, averaging between
98% and 99% of wine exports between 2013 to 2019.

Most exported wine is certified, which means the claims in terms of origin,
cultivar and origin have been verified and are true. In 2019, 94.1% of exported
wine was certified.

Most wine is exported in bulk, and only between 35%-45% of wine was
exported as packaged wine in the past 5 years. The ratio of bulk to packaged
exports have steadily improved since 2013, reaching a ratio of 55:45 in 2019.

* The Wine Industry Strategic Exercise (WISE) targets a ratio of 40:60 by
2025 to capitalise on the higher price per litre for packaged wine.

In 2019, the average R/litre for exported packaged wine was 4.41 times that
of exported bulk wine.

Far less wine is imported than is exported; about 320 million litres! was
exported in 2019 (representing about 38% of production) compared to 35
million litres of imports (representing only 4% of production). The vast
majority of this was bulk (>10 litres) imports of still wine at 32 million litres.3

In total, 2019 saw imports of 35 million litres of wine, up 102.2% from 2018'’s
17 million litres. This is driven by the sharp increase in imports of still wine,
and more specifically those imported in bulk (>10 litres).

Imports are necessary to meet the local demand for those varietals and price
categories of wine that have recorded shortages.

Source: SAWIS

Figure 20: Changes in exports of wine (litres), 2013 - 2019
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Figure 21: Exports and Imports? of wine as % of production, 2013-2019
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Notes:* Sum of still and sparkling wine (does not included fortified wine); ? Includes bag-in-box for 2016;3 This includes Sparkling Wine, Still Wine Packaged (less than or equal to 2
litres), Still and Fortified Bag-in-Box (between 2 and 10 litres) and Still and Fortified Bulk (more than 10 litres).
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Wine Exports — Destinations and New Markets

* The most important export destinations for South African wine are the UK, Germany and the Netherlands, respectively making up 24%, 21% and

The top export 7% of export volumes, and 20%, 14% and 9% of value. Other countries in the European Union, the USA and Canada make up most of the rest of the
destination is the volume and value.

UK, making up 24% * The most important African trading partner is Kenya, which accounts for 2% of total exports in both volume and value terms. Low intra-
of exports in terms continental trade highlights different tastes to some extent, but also shows potential for better market penetration.

of volume (2019).
Figure 22: Export destinations of wine (by volume), 2019
* The South African wine industry has identified growing exports in new markets

as a strategy for growth. WISE targets 25% of exports to China, the USA and
future growth are 7\ Africa by 2025. More specifically:

China, the USA and L 7% 1 9%
African countries ﬂ;b 5

such as Kenya, & 205 L20% ®
Tanzania and 3% | 6% m w

Zambia. —

Target markets for (% of total export volume | % of total export value)

* Exports to China have remained flat, but there is good growth in
value as more packaged wine is exported.
* Due to the increase in competition in entry-level wine, large e-

commerce platforms are switching to premium wines to increase
profit margins and differentiate themselves.

* Exports to the USA has similarly remained flat, but there has
been increased demand for premium priced wine.

* Younger wine drinkers are more likely to buy alternative wines,
offering an opportunity for South African wines to establish

76 740 252
themselves.
Other countries:

Litres

* Kenya, Tanzania, and Zambia have grown the most in volume
and value.

20,564,025 litres
490 360

* Africa is a low-hanging fruit, especially given the anticipated
progress of the Continental Free Trade Area (CFTA).
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Based on the
Revealed Trade
Advantage Index,
South Africa’s
production of wine
is competitive, but
its degree of
competitiveness has
declined between
2013 and 2019.

Competitive Performance of the South African Wine Industry

In the Revealed Trade Advantage (RTA) method, using global trade flows of all the competing industries viz-a-viz the industry under consideration, it is argued that
competitive advantage is indicated by relative trade performance, i.e., the ability to trade in the global market because this effectively reflects all relative market
costs as well as all non-competitive factors, government policies and other measures affecting actual trade patterns between competitors

The figures below (Figure 23) illustrate that the average RTA for the period 2013 to 2019 shows that South Africa’s production of wine (H52204) is competitive
(RTA > 1), but that the wine industry’s competitiveness has been declining since 2013, with a small increase experienced in 2018. The results also indicate that the
local industry has not developed a core competency in its production of sparkling wine (HS2204.10) during the period.

The poor performance of exports in 2019 may also be explained by the severe drought conditions faced by the wine industry during that year.

Figure 23: Analysis of South Africa’s wine industry competitive performance based on the RTA by product (top) and for all wine exports (bottom)
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Source: FTI calculations based on data from SARS/Quantec; COMTRADE. * Both import and export duties are considered. Competitive (RTA > 1), marginal competitive (-1< RTS < 1), not
competitive (RTA < -1). 2 HS2204.22 - Still wine, >2 to <10 litres has only been reported separately since 2017. Prior to 2017 it was part of H$2204.29 - Still wine, >10 litres.
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The total industry
average production
costs are increasing,
reaching R51,788/ha
(excludes Swartland
region).

The largest cost
component — labour
— had lower than
expected increases.
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Production Cost

Figure 24: Industry average production cost, 2010 - 2019 Figure 25: Industry average production cost?, 2010 - 2019
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* The total industry average production cost (excluding dryland vines in the Swartland region') increased by 7% from 2018 to 2019 to reach
R51,788/ha.
* Labour cost (the greatest cost contributor to wine grape cultivation) increased by 3.8% year on year (with an increase of 5.9% in seasonal and 2.8%
in permanent labour). This was a smaller than expected increase, however the context is important to understand (as explained by Vinpro):
* Wages increase annually and often exceed consumer price inflation;
* Wages are directly related to the number of canopy management actions applied;
* The drought’s effect/transmission includes the loss of vineyards and in some cases also loss of job opportunities on both wine grape enterprise
and farm levels; and
* The degree of mechanisation, with a larger percentage of the crop being harvested mechanically year on year, directly affects this cost
component.

Source: Vinpro (. )
Notes:! The Swartland region is evaluated separately by Vinpro, as this study group cultivates a large component of its vineyards dry land (without irrigation) and/or with only
supplemental irrigation. As a result, the yields, gross income and cash expenditure are more volatile in this region, requiring an alternative production, cost and capital structure;

2 Direct cost includes fertiliser, crop protection and herbicide.


https://www.wineland.co.za/vinpro-production-plan-survey-the-2019-vintage-the-wheels-have-started-turning-for-producers-in-the-south-african-wine-industry/

Recent increases in
gross income stem
largely from
increases in grape
prices, and this is
also where future
increases will likely
originate from.

For 2019 the gross
income reached
R72,439/ha and net
farm income
reached R20,617/ha.

Profitability has
increased somewhat
over the last few
years, reaching a ROI
of 4.8% for the 2019
harvest year.

However, the impact
of Covid-19 on all of
these figures is still
uncertain.

Profitability

* The figure to the right illustrates industry average expected farm gate prices
over the last 15 years against an inflation adjusted price.

* While prices have increase somewhat (above inflation) in the past two years,
however, it is important to consider grape prices not only in the last two
years, but also over the preceding 13 years.

* Vinpro calculates the cumulative recovery (in Rand per ton, expressed as the
difference between the inflation-adjusted price and the actual price) since
2005 (the base year) on an annual basis.

* Using this, they calculate a total under-recovery on gross income (annual
price difference x average production per year), as at 2019, of R94,263/ha.

* In other words, the average producer earned a total of R94,263/ha less for
each hectare of vines already planted in 2005 (and still in production), as
would be the case if prices kept abreast with inflation.

Figure 27: Profitability (top) and breakeven (bottom), 2013 - 2019
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Figure 26: Industry Average Expected Farmgate Prices

R/ton

R6,000 - R5,044
R4,000 -
R1,916
R4,258
R2,000 -
R1,916
RO MR T
LY
-R2,000 - R243 peag “tteen,,
R1,214 e
RL667 p2,150 S,
-l - 4 | L2
R4,000 R2’577—R3,122 “eee, .
-R3,734 Ra379 *ee, .
-R6,000 - T Rs 050 *eeeese®”
-R5,844 -R5,602
-R8,000 - -R6,694°R6,388
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019*
Cumulative Recovery =@ ndustry Average Expected Farm Gate Price

@@= |nflation Adjusted Price

Profitability increased somewhat — based on the findings from the Vinpro
Production Plan Survey, 28% of participating wine producers made a profit in
2019, up from only 15% in 2015.

Over the last decade, gross income has increased. This has mainly been the
result of yield increases, but increases in grape prices over the past two years
has also contributed to this.

The average South African wine grape producer earned a net farming income
of R20,617/ha in 2019, 37% higher than in 2018.

Profitability in the industry also increased over this period — ROl of less than
1% in 2015 to 4.8% for the 2019 harvest year.

Going forward, Vinpro notes that growth in gross income will largely need to
stem from grape price increases. This can be attributed to the vineyard status
having reached a structural limitation due to too many years of low
profitability leading to older and aged vineyards (as shown above).

Although not fully understood yet, a further negative factor, at least for the
foreseeable future, is the impact of Covid-19 on the industry (discussed later
in this report).
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Wine Tourism — summary of companion report

* The economic analysis in this report is accompanied by a report on wine tourism commissioned by Vinpro from | and M Futureneer Advisors Pty Ltd.

This report is Some of the results found in the tourism study are used as inputs into the economic analysis presented in this report. We provide a short overview of
accompanied by a the tourism report below:

report by I and M * A survey was conducted among stakeholders who provide wine tourism activities, for example, wine tastings. The feedback from the 113
Futureneer Advisors respondents®was extrapolated to quantify wine tourism’s economic value for the period January to December 2019.

investigating the

* Wine tourism is an integral part of the local tourism industry, especially in the Western Cape, and many tourists visit specifically for this purpose.

economic . . . . . .

S For some regions, wine tourism is an integral part of the local economy, and the most important contributor to local cellar turnover.
contribution of the
wine tourism ® The study found that, in 2019, wine tourism:
industry. * Directly contributed R2.4 billion to South African GDP; and

* Directly employed 12,878 people in the wine industry (comprising 5,809 permanent employees, 4,414 casual employees during peak season

It found that in 2019 and 2,655 casual employees the rest of the year).
Fhe wine tourism * |ntotal the | and M Futureneer Advisors study found that tourism contributes an average of 14.7% of cellar turnover; Figure 28 (adaption of Table
industry: 6.1 in the | and M Futureneer Advisors study) sets out the contribution to cellar turnover, by cellar size.
(i) Directly

contributed i 28: Wi . s sh £ all wi "

R2.4bn to GDP igure 28: Wine tourism turnover’s share of all wine cellar turnover
(ii) Employed 45% - 41.3%

12,878 people 20% -

35%
30% 26.9%
25% -

20% -
14.3% 14.7%
15% A

10% - 7.8%
5% - 3.2% -
0% - L

Turnover between R10m and
R50m

Turnover between R170m and Turnover more than R300m

R300m

Turnover between R50m and
R170m

Turnover less than R10m

Micro | Small | Medium | Large | Mega | Total |

Notes: ! The survey was conducted amongst the wine producers and cellars listed in the South African Wine Routes Forum (SAWRF) and Vinpro’s database. The response rate was 25% 33

ﬁ F T I ™ Source: | and M Futureneer Advisors; Vinpro. The Economic Value of the South African Wine Tourism Industry 2019. July 2020
for the SAWRF database and 21% for the wine cellars that crush grapes as indicated by SAWIS.
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Impact of Covid-19

* The impact of Covid-19 on the wine industry has been severe. Under the lockdown regulations of level 5 (announced 23 March 2020 and

It is too early to effective starting 26 March) wine farmers were initially not allowed to harvest grapes for the remainder of the harvesting season, but this was
assess the lasting amended as to “prevent the wastage of primary agricultural goods”.

impacts of Covid-19 * The first ban on domestic sales (lasting 9 weeks) and exports (lasting 5 weeks) resulted in an estimated loss of wine sales of R2.8 bn and 21,116
on the wine jobs. The second ban on domestic sales, lasting 5 weeks, resulted in an estimated loss in sales of R0.81 bn and 5,996 jobs.

industry, but

* The wine tourism industry grounded to a standstill, with no international visitors and limited local travel. The number of weddings and
conferences at wine farms also slowed dramatically. Until 29 June restaurants (including those on wine farms) were not allowed to offer sit-
down services, and even then, were not allowed to sell alcohol.

preliminary
estimates suggest
that the bans on
domestic sales and
export of alcoholic
drinks resulted in
the estimated loss in
wine sales of R2.8bn
(25t ban) and
R0.81bn (2" ban).

26 March
Start of lockdown (level 5):

* Ban on domestic sales comes into effect 1June 12 July 18 August
* Ban on exports comes into effect Domestic sales Ban on domestic Limited domestic
* International and local travel prohibited allowed Monday — sales reinstated sales resume; On-
except in very specific circumstances (e.g. Thursday 09:00~ consumption
17:00 allowed

repatriation flights)

em—OQ—0—0——— 00— o5 oo

1
!
1
! 1 Ma
7 April i y 29 June
5 i Ban on exports Sit-down
mf‘t';;” exports i lifted restaurants may
i reopen; No on-
i consumption
: allowed
16 April
Ban on exports
reinstated

ﬁ F T I h Source:
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7. Economic Impact Analysis:
Methodology
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Economic impact assessment methodology

Total economic contribution = direct + indirect + induced effects

This report employs the

“input-output” (I-0) Total economy wide effect is the sum of: *  The economic impact assessment (EIA) employs the “input-output” (I-O) methodology to
methodology to model model the economic impact and contribution of the wine industry and its value chain in South
the economic impact Africa. The method is practically implemented using a Social Accounting Matrix (SAM) to

and contribution of the represent the South African economy statistically.

WS |ndu'stry and its Induced effects: ° The method quantifies the upstream and downstream linkages that the wine industry has
"a'f‘e Cha”_] iniSouth Household spending that results from with other industries in the economy. Specifically, the wine industry buys or sells directly
Africa (national) and the the salaries and wages earned in the first from several industries, and its customers and suppliers may be intricately connected to other
West'ern' Cape two categories unrelated industries. As a result, the wine industry may have a profound influence on the
{REevigeiall (i.e., direct and indirect) economy through its direct and indirect relations with other industries.

. The I-O method, therefore, traces the flow of money through the economy to capture how
the output of one sector becomes the input of another, that is, how the industries depend on
one another.

The method is )
practically implemented Indirect effects:

using a Social All suppliers of goods and services to
Accounting Matrix the direct activities of the South
(SAM) to represent the African wine industry

South African and * The initial economic impact (injection) is the result of operational and capital expenditures
Western Cape . by the wine industry and represents the industry's employment numbers, capital
economies. Direct effects: expenditure and tax contributions;

Act|y|t|es related to Fhe * The first-round effects (i.e., direct suppliers and trade) consider the impact of ongoing
wine industry (operational

csremehine o spending on and by direct suppliers to the wine industry (e.g., production, employment and
i ma— tax revenue stimulated at first-round suppliers);
by the industry .
and its value chain
components)

. The SAM-based analysis begins with an injection of demand into the economy (initial impact)
and estimates the total (economy-wide) impact in the following sequence:*

The sum of the initial injection (e.g., the total production/turnover of the wine industry, the
intermediate goods bought, the salaries and wages paid, and the profits generated by the
wine industry) and the impact on its first-round suppliers constitute the direct impact;

For examp|e: ¢ Indirect impact, also referred to as the “rest of indirect” or ROIl, measures the contribution
of the wine industry’s direct suppliers and trade partners who purchase goods and services

. . from their suppliers (i.e., suppliers’ suppliers), who in turn remunerate their employees and
Direct effects Indirect effects Induced effects pay taxes; anzp ( PP ppliers) ploy

e.g., Wine producer e.g., Agricultural ¢ Induced effects, which consist of the spending by households of the extra income they
(Cellar) purchases industry hires e.g., Hired labourer derive from the salaries and wages earned in the first two categories. This spending, in turn,
grapes from the additional labour to uses income to service generates further production by industries.
agriculture (e.g., wine meet the demand for car at local garage *  When the direct, indirect and induced effects are summed, we derive the total economy-wide
grape farming) industry wine grapes impact of the wine industry.

ﬁ F T I Source: ! British American Tobacco South Africa (2016). The contribution of British American Tobacco South Africa to the South African economy. A study conducted by Quantec Research.
G
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The multiplier effect
comes about because
the demand for
commodities produced
by the wine industry
results in economic
activity and demand for
inputs in the wine
industry value chain —
this results in multiple
rounds of spending in
the economy.

ﬁ F T I
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Economic impact assessment methodology

The EIA quantifies the impact of the wine industry, the wine industry
value chain and the rest of the economy in terms of the following
macroeconomic aggregates:

* Gross Domestic Product (GDP) / Value Added (GVA);

* Intermediate output (production inputs or the intermediate output of
the supplying sectors);

* Employment creation (e.g., formal — skilled, semi-skilled, unskilled
and informal employment; by race, by gender, by type);

* Capital utilisation/formation (i.e., fixed investment);

* Household income (e.g., low-, middle- and high-income households or
households by income decile);

* Fiscal impacts (i.e., tax revenue); and
* Balance of Payments (i.e., exports and imports);

The multiplier effect comes about because the demand for commodities
produced by the wine industry results in economic activity and demand
for inputs in the wine industry value chain — this results in multiple rounds
of spending in the economy.

By manufacturing, packaging, exporting and distributing wine products,
the wine industry stimulates economic activity throughout the entire wine
value chain, benefitting a wide range of producers and suppliers, such as
wine grape farmers (upstream linkages), as well as wholesalers, retailers,
distributors and the hospitality industry (downstream linkages). These
upstream and downstream activities generate additional income and tax
revenue, which, in turn, is spent in the economy, thereby inducing further
economic benefits.

This can lead to a bigger eventual final effect on output, value added and
employment, capital investment, amongst others, than simply the direct
contribution of the wine industry due to the inter-linkages between the
wine industry and the rest of the economy.

The figure provides further illustration of the knock-on effects of the Wine
Industry’s business activities on the South African economy.

Multiplier effects across the broader South African economy

4. Income/wage
generation for
households

1. Demand for
wine product
sales/ production

/” ~
-

Economic Impacts

3. Direct jobs in the wine
industry, supporting

(indirect + induced) jobs in

several sectors of the
economy

2. Stimulates domestic
economic production
(GDP) and supply of
other industries in the
economy
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Economic impact assessment methodology

The Social Accounting Matrix (SAM) is the heart of the methodology and approach

The wine industry is
included in the SAM by
adding additional rows
and columns to
incorporate the wine
industry value chain

2018 SAMs are used to statistically represent the South African national and
Western Cape provincial economy:

* A SAM is a square matrix representing all the financial transactions between
productive and non-productive institutions and markets, such as factor
markets, savings-investments, households, government, and the rest of the

consumption

Transport
consumption
Investments

Business
services
Trade
Private

. . Wine production

usmg winelindustrydata world at a specific point in time, i.e., a snapshot.! k:
obtained from SAWIS, - ) . g
L] —
Vinpro, WIETA, and At the heart of the ‘SAM is an |-O taple, which shows Yvhat goes into the ¥ CONSUMPTION
other industry role gconomy, and what is produced from it. Thgse flows or linkages capture the g f&_EXPOR(]'S .
players integrated/ connected nature of each sector in the economy. 2 o "‘”‘”e Z't" ucts
: Wine production [ €ad to
® The analysis uses a 2018 SAM for South Africa, built and disaggregated using P é
data from several sources: South Africa Reserve Bank national accounts data; Utilities z
I . . ]
Statistics South Africa supply and use tables, population censuses, labour <
force surveys, household surveys, and income and expenditure surveys; South Transport B
African Revenue Services trade and tax data and National Treasury data on 2 TRANSEERS
government revenue and expenditure. The Western Cape SAM is derived Business % of money
from the national SAM using standard non-survey methods. services = bet}"’eZT‘ Setcmrs
eading to
* To measure the economic impact of the wine industry’s activities, data on the Trade
interdependence of sectors in the SAM and industry data from SAWIS, Vinpro, )
WIETA, and other industry role players on their collective transactions across Salaries
different sectors are combined. In other words, the key parts of the wine
. . . s ‘ - Taxes
industry value chain are included as additional ‘sectors’ in the SAM (referred INCOMES
to as “wine grapes” and “wine production” in the figure) to capture the Profits/ for households,
transactions between the wine industry and the rest of the economy in the savings governments

CONSULTIN
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same way that transactions between sectors are captured.

In the SAM, final consumption induces production of wine products, which
leads to financial transfers between the various sectors, which subsequently
generate incomes for households, governments (taxes) and profits (revenue
and savings) for companies.

The last step in constructing and disaggregating the wine industry value chain
in the SAMs is to normalize it such that all columns add up to one. The final
wine product consumption can then be traced in money terms throughout
the South African and Western Cape economies.

The next slide provides a breakdown of the wine value chain incorporated in
the SAMs.

Columns indicate how money is being spent

and companies

Sources: ! Philippidis G., Sanjuan A., Ferrari E. and M'barek R. 2014. Employing Social Accounting Matrix Multipliers to Profile the Bioeconomy in the EU Member States: Is There a Structural Pattern?
Spanish Journal of Agricultural Research, 12(4): 913-926. 2 Figure adapted from “The Socio-Economic Impact of the Coca-Cola System in Bulgaria,” a study conducted by Steward Redqueen, May 2018. 39



The wine industry value
chain and related
sectors are split from
the broader sector
aggregate and included
as additional and
separate ‘sectors’ in the
SAM.

Economic impact assessment methodology

Wine value chain and related sectors’ disaggregation in the SAM: List of original and new activities and commodities

Proposed structure of the SAMs
* Use 2018 SAMs for South African and Western Cape as foundation:
® 62 activities and 104 commodities
* 4 labour groups by skill level
* 1 capital factor
* 14 households by deciles, with the highest decile further disaggregated
* Tax, investment (capital) and trade accounts
* Expand SAMs to include:
® Current wine grape production (primary agriculture)
® Current wine manufacturing/ production

Table 4: Wine value chain and related sectors’ disaggregation in the
SAM - List of original and new activities and commodities

Current Activities in 2018 SAM SIC Revised Activities for Wine SAM

Agriculture 01 Other Agriculture
0121 Wine grape farming (New industry)
Beverages and tobacco 11412  Other beverages and tobacco

11020 Wine manufacturing (New industry)

Agriculture 01 Other Agriculture
0121 Wine grapes (New commodity)
Alcoholic beverages 11412  Other alcoholic beverages

11020  Wine products (New commodity)

lllustration: Split of the current ‘Beverages

and tobacco’ sector in the SAM between:
(1) Wine products/ manufacturing, and

(2) Other beverages and tobacco products

SIC11+12:
Manufacturing of Beverages
and Tobacco Products

SIC 120:
Manufacturing

SIC 110:
Manufacturing
of (rest of)
beverages

of tobacco
products

New Industry:
SIC 11020:
Manufacture of wine

Includes the ‘manufacture of
wine products,” which is split out
as a separate industry for the
analysis

Notes: The Standard Industrial Classification of all Economic Activities (SIC) is used to disaggregate the relevant sectors to include the wine-specific and related sub-sectors or industries and their respective
commodities and services. The SIC (7t" edition was published in October 2012) is based upon the International Standard Industrial Classification of all Economic Activities (ISIC) with suitable adaptations for

local conditions — published by Statistics South Africa (Stats SA),
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A granular
understanding of the
value creation of the
wine industry requires a
bottom-up approach,
with total impact
achieved through a top-
down methodology.

Economic impact assessment methodology

Sources: Framework adapted from “Socio-economic deep dive: How South Africa’s energy future can impact the Socio-Economic landscape of the country,” a study conducted by McKinsey & Company,

February 2014.

Definition

Direct impact

Value created directly from the wine
industry (e.g., primary agriculture,
cellars, and wine manufacturing)

Supplier impact

Value resulting in first level suppliers
of the wine industry (e.g., fertilizer
manufacturers, grape seed
production, fuel manufacturers,
etc.)

Indirect impact (suppliers’ suppliers)

Activity resulting further down the
value chain during wine
manufacturing (e.g., transport, retail
trade, etc.)

Induced impact

Impact resulting from more money
in the economy because of the
activity (e.g., restaurants, transport
services, improved medical facilities,
etc.)

Calculation

Collate and disaggregate wine
industry data to understand
the value created by the
industry

Allocate wine industry
demand for intermediate
inputs (expenses) to
understand the value created
through direct suppliers

Use indirect multipliers with
direct wine industry input
data

Use induced multipliers with
direct wine industry input
data

Bottom-up methodology

Top-down methodology
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8. Economic Impact of the Wine
Industry
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These key assumptions
underly the results
discussion that follows.

Key assumptions underlying the economic impact assessment

This section discusses the economic impact of the wine industry on the South African and Western Cape economies. The analysis is based on an “input-output”
model approach, which follows the industry’s financials as they flow through the economy, creating ripple effects across other sectors. Quantifying this
contribution relies on several assumptions.

The following are considered the core assumptions that inform the discussion of the results that follow:

In general, each producing region’s revenue shares are used to determine the wine industry’s footprint.

As published by the wine industry (SAWIS), the operational segments are used to derive a Standard Industrial Classification (SIC) for the wine industry’s
activities.

Intermediate input costs are mapped to the SAM sectors using concordance tables between the SIC industry classification and the SAM sectors.
For primary agriculture, Vinpro production cost data are allocated to the relevant SIC sector and maps to the SAM sector using concordance tables.

Farming with grapes and the manufacturing of wine on the farm by the same unit is classified under SIC subclass 01210. This applies where, as an integrated
activity with the manufacturing, packing, etc. of these products, the same farming unit happens on the farm if no separate records or accounts are available
for the different activities. However, if the farmer buys grapes from other farmers to produce the wine, it is classified under manufacturing (SIC 11020).

The manufacture of wines is classified under SIC 11020. This class includes:
— manufacture of wine,

— manufacture of sparkling wine,
— manufacture of wine from concentrated grape must,
— manufacture of fermented but not distilled alcoholic beverages: sake, cider, perry, mead, other fruit wines and mixed beverages containing alcohol, and

— manufacture of vermouth and the like. This class also includes: 1) blending of wine, and 2) manufacture of low or non-alcoholic wine.

The tourism input data used to ‘shock’ the model is sourced from the report on wine tourism commissioned by Vinpro from | and M Futureneer Advisors Pty
Ltd (see slide 33 for a summary of the report).

— The two specific figures used are: 1) the direct contribution of the wine tourism industry to South Africa’s GDP — R2.4 billion, and 2) the direct wine
tourism employment number — 12,878 jobs (i.e., the sum of the 5,809 permanent, 4,414 peak-season and 2,655 off-season casual employees).

All figures discussed in the following section originate from the year 2019 unless stated otherwise. Detailed macroeconomic contribution results for the
various wine-producing areas of the Western Cape and the rest of South Africa are provided in Appendix 3.
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National and Provincial impact
Summary and comparison of key findings

Table 5: Summary economy-wide impact of the local wine industry on the South African (national) and Western Cape (provincial) economy

Core differences
between the national NATIONAL WESTERN CAPE
and Western Cape

contribution results, Macroeconomic indicator

. 1 .
include: Initial First- Indirect Induced Total | Initial First- Indirect Induced Total
round i round
a) The Orange River/ ;
1
Northern Cape Impact on GDP (Rm) 14,608 12,428 11,498 16,431 54,964 | 13,579 5,360 4,973 7,117 31,029
region forms part of i
the national impact -
only. Impact on capital requirement (Rm) 4,082 24,746 26,928 42,314 98,069 i 3,759 12,207 13,226 20,799 49,991
b) Several up- and E
SIS Impact on household income (Rm) 2,840 5,054 4,483 6,698 19,075 ! 2,620 1,237 2,200 3,292 9,349
industries linked to -
the wine industry i
and its value chain Low-income 414 564 393 593 1,964 | 378 97 193 291 960
are not located in I
the province, hence . . i
there are “leakages” Middle-income 1,107 1,723 1,368 2,009 6,207 i 1,021 361 671 988 3,040
of spending to i
either the rest of High-income 1,319 2,767 2,721 4,096 10,903 ! 1,221 778 1,336 2,013 5,349
South Africa (i.e., i
National), or i
international Impact on tax revenue (Rm) 7,686 3,188 2,833 4,219 17,927 ! 6,992 1,573 1,390 2,074 12,029
(imports). i
C) Leakages via Impact on employment (Number) 80,173 85,725 41,073 62,125 269,096 i 74,344 41,663 20,104 30,541 166,652
international E
imports do not form . -
. Formal: Skilled 7,789 7,722 6,145 10,209 31,865 6,812 3,796 3,017 5,019 18,644
part of the national !
or provincial :
contribution. Formal: Semi-skilled 21,228 27,596 14,262 19,808 82,894 i 18,201 13,469 7,000 9,737 48,407
Formal: Low-skilled 32,107 25,905 8,677 15,542 82,231 i 31,359 12,459 4,222 7,641 55,680
Informal 19,049 24,502 11,988 16,567 72,106 i 17,972 11,939 5,865 8,144 43,920
1
ﬁ F T I h Source: FT| calculations based on the South African and Western Cape Social Accounting Matrices (2018)
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This spreading of
economic benefit is
made possible by the
fact that the wine
industry needs the
products and services
of myriads of other
participants in the
economy — from the
supply of raw materials
(e.g., fertilizer, seed,
etc.), suppliers of
equipment and
production inputs, to
providers of transport
and warehousing,
telecommunications
and many other services
— all of whom benefit
from their business
dealings with the wine
industry.

The figure provides a
summarized view of the
knock-on effects of the
Wine Industry’s
business activities on
the South African
economy.

National impact
Summary impact of the wine industry on the South African economy

SOUTH AFRICAN WINE
INDUSTRY

GDP: R14.6 billion
0.3% of GDP in 2019

(nominal terms)

Employment: 80,173

1

or 0.2% of GDP
(nominal terms)

1
1
1
1
1
1
1
1
| GDP:R12.4 billion
1
1
1
1
1
1
1
1

Source: FTl calculations based on the South African
Social Accounting Matrix (2018)

4--------

_____________________________ >

Fommm 3 INDIRECT IMPACT

Employment:
41,073

or 0.2% of GDP

1

1

1

1

1

1

1

1

1

~ GDP:R11.5 billion
1

1

1

i (nominal terms)
1

1

ECONOMY-WIDE

IMPACT ACROSS ALL
M---- SECTORS OF THE  cacaasaEEEEd
2 FIRST ROUND IMPACT gy “i SOUTH AFRICAN
i ECONOMY
Employment: i . o Employment:
85,725 ] GDP: R55.0 billion 269,096
] or 1.1% of GDP .
! . (1.6% of national
o (nominal terms)
employment)

4 INDUCED IMPACT

GDP: R16.4 billion
or 0.3% of GDP
(nominal terms)

Employment:
62,125
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The wine industry in
South Africa purchased
goods, services and
capital equipment
worth R29.3 billion from
local first-round
suppliers.

Economy-wide, the
wine industry
stimulated production
worth R125.7 billion
(1.4% of South Africa’s
total national
production).

National impact
Contribution to production/ intermediate output

Fig

R Million

Contribution to production/ intermediate output in this context refers to the contribution of wine grape farmers and wine producers to the total value of sales of
all goods and services in the economy. This is the sum of all final purchases and intermediate inputs, resulting to some extent in double counting (because outputs
from certain sectors and industries are used as inputs in others), which is resolved when considering GDP/ value added.

Operations by the South African wine industry generates economy-wide production to the value of R125.7 billion. This equates to 1.3% of South Africa’s total
national production.

The wine industry requires inputs (also known as the intermediate output of the supplying sectors) from several sectors in the economy. Examples would be
grapes for wine, fertilizer, packaging and electricity and water. Also needed are equipment and machinery, requiring regular maintenance, and this depends on a
range of other providers for services such as security, cleaning, information technology, marketing, telecommunication, finance, accounting and consultancy.

This is, therefore, the value created across all sectors of the South African economy as a result of the wine industry’s operations. A detailed illustration of the
production effects is shown in figure 29. The figure indicates that the economy-wide production effects equate to R125.7 billion, with this being derived from the
wine industry’s initial effect (23.3% of the total effects or R29.3 billion).

Figure 29 also shows that, beyond wine producers’ direct activities (wine grape farming and wine manufacturing), the manufacturing (i.e., other manufacturing),
financial and business services and wholesale and retail trade, as well as the transport and communication sectors benefit the most from these production effects.
Most notably we see that the agricultural sector (“Wine grape farming” + “Other agriculture”) generates production to the value of R9.8 billion because of the
wine manufacturing industry’s activities.

ure 29: Impact of the wine industry’s operations on intermediate output (R million), 2019
125691 =
Initial  ® First Round Indirect ® Induced 3166 2312 1.3% of SA Output
20504
T
- —— 2521
7 831
< 803 a7 EGEE
35430 3301 1260 W___ 3252 2652
o
25434 LURR/]
(0]
2313
3694 23121
2267
7561 29282
6161 2145
Wine grape Other Mining Wine Other Utilities Construction Wholesale and Cateringand Transportand Financial and General Community TOTAL
farming agriculture [SIC 2] manufacturing  manufacturing [SIC 4] [SIC 5] retail trade accommodation communication business government services
[SIC 11130] [SIC1] [SIC 30510] [SIC 3] [SIC 61-63] [SIC 64] [SIC7] services [SIC 91-93] [SIC 92-99]
[SIC 8]

Source: FTl calculations based on the South African Social Accounting Matrix (2018) ! Output measures the value of goods and services produced within a certain period, while GDP only includes the final
goods and services produced (if measured from the output side) or the value added (if measured from the production of income side). Output also includes intermediate use, which is excluded from GDPas 46
including it generates double-counting of production (Quantec, 2020).



The wine industry
contributes 1.1% to
South Africa’s GDP (in
nominal terms).

This includes salaries,
profits (GOS), and net
indirect taxes related to
the wine industry’s
activities, partners and
suppliers across the
value chain. Of these:

a) R19.1 billion are
salaries for
households

b) R18.0 billion are
profits for local
companies

c) R17.9 billion is tax
revenue for
Government

GDP multiplier = 1.43,
i.e. for every R1 of the
wine industry’s value
added, another R1.4 is
supported in the South
African economy
(higher than SA average
of 1.22)

National impact
Contribution to gross domestic product

A detailed illustration of the GDP effects is shown in Figure 30, with the direct
contribution of the wine industry representing the largest contributing
component of GDP.

Figure 30 indicates that this derives from the wine industry’s initial effect
(representing some 26.6% of the economy-wide impact), the first-round
effects on suppliers (22.6%), the rest of indirect effects (20.9%) and the
induced effects (29.9%).

After accounting for intermediate goods and services, these results highlight
that the wine industry has a notable impact on the size of the South African
economy with both strong upstream and downstream linkages and an
integrated value chain.

The contribution by the wine industry to South Africa’s GDP can be split into
contributions to households’ income (R19,075 million), net contributions to
profits and savings' (R17,963 million) and government tax revenue of
R17,927 million (see Figure 31).

Figure 31: Added value at market prices for the wine industry (Rm),

2019
Initial M First Round Indirect ™ Induced
54964 =
17 927 1.1% of GDP
17 963
c
2 11498
s 4182
o« 19 075 4 186
4081 12428
4483
5054 14 608
2 840
Household Income Profit & Savings Government Tax Income TOTAL

(GDP at market prices)

R Million

Figure 30: Impact of wine industry on the GDP of SA (R million), 2019

16 431 54 964
(29.9%) (100.0%)
11498
(20.9%)
12428
(22.6%)
14 608
(26.6%)
Initial First Round Indirect Induced Economy-wide

Impact

Figure 31 shows a breakdown of total value added (i.e. GDP at market prices)
supported by the wine industry in the South African economy in 2019:
household incomes, company profits and savings and government tax income.
Together, these components add up to R55 billion, which is equal to 1.1% of
the total South African economy.

This is an increase of 52% compared to the 2013 total value added supported
and a decrease of 0.12 percentage points in terms of contribution to South
Africa’s GDP (measured at market prices).

R19,075 million of salaries paid by the wine industry and its suppliers to South
African households constitutes the biggest value-added component; followed
by profits for local companies worth R17,963 million; followed by R7,686
million of government tax income (i.e. R7,165 million of VAT and excise taxes
paid by wine manufacturers directly, a small amount by wine grape farmers
and the rest paid by the industry’s suppliers), which represents the biggest
direct value-added component for the economy.

Household income is the largest component with shares evenly distributed
across the various impacts or value chain.

Source: FTl calculations based on the South African Social Accounting Matrix (2018). * Gross operating surplus (GOS) = Net profits + Interest on loans + Depreciation (i.e. consumption of fixed capital). Can also
be calculated by subtracting intermediate inputs and labour remuneration from total turnover/revenue. Can also use EBITDA as an approximation of gross operating surplus (GOS). 47



National impact
Contribution to gross domestic product

e Sectors with strong upstream and downstream linkages to the wine industry add significantly to the country’s GDP.

The agricultural sector * Figure 32 shows the sectors where the value added is created through the wine value chain. Apart from the wine industry’s direct value contribution, both in
(wine grape farming) manufacturing (i.e., cellars and other wine producers) and upstream through its primary agriculture activities (i.e., wine grape farming), most value added is found
has a high direct and in the financial® and business? services, manufacturing, wholesale and retail trade, and the transport and communication sectors.

indirect effect and
reflects wine
production’s strong

* For the rest, the value added is relatively evenly spread across sectors. This is because the wine industry procures goods and services from various sectors, which
then source a portion of their supplies locally, reflecting the relatively diversified nature of South Africa’s economy and the strong domestic value chain.

upstream linkages in the * The wine industry’s manufacturing or agro-processing component is also important, especially considering the country’s de-industrialisation and make-up of the
yalue chain, with the country’s labour force. Industry and private initiatives are in place to redress past imbalances, with an ongoing education drive through various trusts, initiatives
induced effect and joint ventures among farmers and workers to give part ownership and transfer skills.

supported through wine

production e The agricultural sector (wine grape farming) has a high direct and indirect effect and reflects wine production’s strong upstream linkages in the value chain, with

concentrated in the the induced effect supported through wine production, concentrated in the wholesale and retail trade and other services sectors in the economy. The hospitality
wholesale and retail industry (i.e., catering and accommodation) also benefits directly from its linkages with the wine industry.
trade and other services * Unrelated industries, such as mining and general government, benefit indirectly from the wine manufacturing industry’s activities through the indirect (suppliers’

SEEETS 10 12 T TEr suppliers) and induced effects.

The hospitality industry Figure 32: GDP impact per economic sector (R million), 2019

(i.e., catering and - ) ) 54 964 =
accommodation) also Initial M First Round Indirect M Induced 10173 1498 1417 1.1% of GDP
benefits directly from its ——
linkages with the wine
industry. 3642 2533
5273 1487
1890 439
S 7446 2896 2357 11498
=
@ 10752 2105
2057 12428
1267 9893
8909 770
3832 14 608
4714
Wine grape Other Mining Wine Other Utilities Construction Wholesale and Cateringand Transport and  Financial and General Community TOTAL
farming agriculture [SIC 2] manufacturing manufacturing [SIC 4] [SIC 5] retail trade accommodation communication business government services
[SIC 11130] [SIC 1] [SIC 30510] [SIC 3] [SIC 61-63] [SIC 64] [SIC 7] services [SIC 91-93] [SIC 92-99]
[SIC 8]
ﬁ F I I Source: FTI calculations based on the South African Social Accounting Matrix (2018). GDP measured at market prices (i.e. in nominal terms). 1 Include financial services, insurance, pensions, and other
CONSULTING financial services. 2 Business services include, among others, legal, accounting, bookkeeping and auditing activities, tax consultancy, market research, business and management consultancy, architectural, 48

engineering and other technical activities, advertising, real estate services, leasing, and rental services).



National impact
Contribution to government tax revenue

Contribution to government revenue refers to the wine industry’s contribution
to government revenue, specifically in taxes on goods and services.

Figure 33: Impact of wine industry on tax revenue (R million), 2019

The wine industry 4219 17 927
contributed R17.9 * The financial proceeds arising from direct and indirect taxes on wine production (23.5%) (100.0%)
billion in taxes —or 1.4% and other alcoholic beverages are vital sources of government revenue in South
of total government tax Africa. 2833
revenue. (15.8%)
* The indirect taxes paid by the wine industry in South Africa generate 3188
government revenue worth R17.9 billion, equating to 1.4% of South Africa’s (17.8%)
2018/19 total government tax revenue. =§ -
* Figure 33 shows that the wine industry directly (initial + first round) contributes E (42.9%)
more than half of its value chain’s total tax revenue. These effects highlight that
the wine industry contributes a large portion of the South African government’s
income, which is being used to fund social grants, education, healthcare and
housing.
e Other downstream sectors also contribute to tax payments.
Initial First Round Indirect Induced Economy-wide

Figure 34: Tax revenue generation per economic sector (R million), 2019

Impact
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8,000 - The R17.9 bn paid by the wine industry and those sectors related to the |
7000 - 482 wine industry is equal to 1.4% of all tax income received by the national I
’ government in 20191, For context, this almost covers the 2019/20 I
6,000 1 estimated government spending on job creation and labour affairs I
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Wine grape Other Mining Wine Other Utilities Construction  Wholesale and Cateringand  Transportand Financial and General Community
farming agriculture [SIC 2] manufacturing manufacturing [SIC 4] [SIC 5] retail trade  accommodation communication business government services
[SIC 11130] [SIC 1] [SIC 30510] [SIC 3] [SIC 61-63] [SIC 64] [SIC 7] services [SIC 91-93] [SIC 92-99]
[SIC 8]
M Initial First Round ™ Indirect M Induced

Source: FTl calculations based on the South African Social Accounting Matrix (2018); National Treasury Budget Review (2020)

Note: 1: See table 3.7 — 2018/19 Gross tax revenue after proposal amounted to R 1,288 billion; 2: See table 5.6 — 2019/20 revised estimated spend on Job creation and labour affairs amounts to R 21.7 bn 49



National impact
Contribution to employment!

¢ Contribution to employment derives from the direct, indirect and induced employment impact of wine industry operations in the economy. It shows the number

The wine industry of workers employed directly in the wine industry (both upstream in agriculture and manufacturing) and the number of jobs supported at its direct suppliers and
supports 269,096 jobs — throughout the economy because of activities related to wine manufacturing.
or 1.6% of all formal and + The wine industry’s operations in South Africa support a total of 269,096 jobs in 2019, equivalent to about 1.6% of the country’s total employment (including

informal employment in

- both formal and informal employment).
South Africa.

e This includes direct employment of employees in the wine industry (farming and manufacturing), the indirect effect of supporting jobs amongst immediate
suppliers to wine manufacturing, and the wider induced effect in the economy that results from sectors and industries involved in the production and sale of wine
products. Therefore, while the wine industry employs 80,173 people directly, the impact of its operations on job creation across the broader economy is
significant, mainly due to its upstream linkages with primary agriculture.

* Figure 35 illustrates that 51,655 jobs are supported in the financial and business services sector, 25,892 in the community, social and personal services, and
25,550 in wholesale and retail trade sectors. The generation of jobs in the community, social and personal services sector (which includes the labour-intensive
education and health care industries) is an example of how the wages earned by workers in the wine industry, their suppliers and suppliers’ suppliers spend their
money in the rest of the economy, creating a multiplier effect. The wine industry’s activities generate 79,083 jobs directly and indirectly in the agriculture,
forestry and fishing industry.

Figure 35: Direct, indirect and induced effects on employment per sector (number of jobs), 2019

269096 =
25892 1.6% of jobs

51655 5701
___
[14283]

16 651 5962 m
41073

Initial M First Round Indirect M Induced

8
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K] 35951 14033
g [ = = = = o o e e = = = = RO
= 5768 8684 1307 o) el I @ I
I . If the dependents, i.e. children and the elderly who depend on |
26 665 m employed individuals for income, are taken into account, income [
I from these jobs support an additional 141,006 people.? | 80173
46 575 : |
e o o o oo o o e e e e e e e e e o e e e e e e e o
Wine grape Other Mining Wine Other Utilities Construction Wholesale and Cateringand Transport and Financial and General Community TOTAL
farming agriculture [SIC 2] manufacturing manufacturing [SIC 4] [SIC 5] retail trade accommodation communication business government services
[SIC 11130] [SIC1] [SIC 30510] [SIC3] [SIC 61-63] [SIC 64] [SIC7] services [SIC 91-93] [SIC 92-99]
[SIC 8]
ﬁ F I I Source: FTl calculations based on the South African Social Accounting Matrix (2018) ! The terms "labour" and "employment" are used interchangeably. Labour is typically used when referring to the salary/
CONSULTING wage paid to a person employed. 2 Based on South Africa’s age dependency ratio of 52.4 (2019). The age dependency ratio is the ratio of dependents (people younger than 15 or older than 64) to the working- 50

age population (those aged 15-64). Data are shown as the proportion of dependents per 100 working-age population. (Source: World Bank)



National impact
Contribution by type of employment

Figure 36: Direct, indirect and induced effects on formal skilled employment per sector (number of jobs), 2019
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Figure 37: Direct, indirect and induced effects on formal semi-skilled employment per sector (number of jobs), 2019
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ﬁ F I I Source: FT| calculations based on the South African Social Accounting Matrix (2018)



National impact
Contribution by type of employment

Figure 38: Direct, indirect and induced effects on formal low-skilled employment per sector (number of jobs), 2019
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Figure 39: Direct, indirect and induced effects on informal employment per sector (number of jobs), 2019
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ﬁ F I I Source: FT| calculations based on the South African Social Accounting Matrix (2018)



Overall, the results at
the national level
correspond well with
the results of the
previous study. The
main differences
regarding employment
are explained here.

National impact
Contribution to employment: comparison with 2014 report

Figure 40: Change in employment supported by the wine industry over the period 2013-2019 (in ‘000 of jobs)

Changes in employment are caused by:

2) Significant decrease in labour productivity due to a shrinking/sluggish economy and increasing unemployment;

|
|
|
I 1) Wine industry directly employing about 17,731 more people over the period (including tourism-related jobs);
|
I 3) Decrease inlocal procurement (or buying power) and due to pressures/strain on household income.

|

17.7 A4 |
289.2 I I v
-20.9
® T
More direct @ @
employment Lower labour
productivity Decreased local
procurement
Estimate 2013 Direct employment Indirect employment Induced employment Estimate 2019

* The total number of jobs that can be attributed to the wine industry’s presence decreased during the period by about 20,055 (-6.9%). Figure 40 illustrates and
explains these changes in more detail.

* The decrease in the number of jobs supported is due to several factors, including the performance of the wine industry (which increased its direct employment,
but experienced a drop in local procurement expenditures), a sluggish economy and a resulting reduction in household purchases.

* Another reason may relate to the methodology and slight differences in the approach and underlying calculations applied to the data as compared to previous
studies/ reports.

Source: FTl calculations based on the South African Social Accounting Matrix (2018)
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Household income
totals R19.1 bn, of
which R2.0 bn (10.3%)
goes to low-income
(deciles 1-4), followed
by R6.2 bn (32.5%) to
middle-income (deciles
5-8), and R10.9 bn
(57.2%) to high-income
households.

National impact

Contribution to labour and household income

e A detailed illustration of the labour income distribution by household income
level or income decile is shown in Figure 42. This shows that over and above

Figure 41: Impact of wine industry on labour income (R million), 2019

the share of income flowing to the various household income groups directly Initial M First Round = Indirect M Induced
from the wine industry (i.e., salaries and wages paid, and interest earned
from the ownership of capital), additional income is also indirectly attributed 1836 19075
to the activities of the wine industry, through their direct suppliers. 3824
* Theincome or induced effect makes the largest contribution to the income of 7632 m
middle-income households (through the stimulation of activities in sectors S
employing labourers from these households), as well as to higher-income s
household groups (through their ownership of capital or direct employment = 1916 4483
in the wine industry). 5782
* Household income totals R19.1 bn, of which R2.0 bn (10.3%) goes to low- -
income (deciles? 1-4), followed by R6.2 bn (32.5%) to middle-income (deciles 1623
5-8), and R10.9 bn (57.2%) to high-income households. 2840
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Figure 42: Impact on household income (R million), 2019
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Source: FTl calculations based on the South African Social Accounting Matrix (2018). 1 Income deciles can be grouped together and provide an indication of lower income (1-4), middle income decile (5-7) and
high income (8-10) decile groups (Stats SA, 2011:39) — refer to Appendix 3 for a breakdown of the household income categories.
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National impact
Contribution to capital utilisation/ formation

e Contribution to capital formation, also called domestic investment, refers to the wine industry’s contribution to the net capital accumulation of South Africa
The value of capital within the year of analysis (2019). This includes additions of capital stock, such as equipment, tools, transportation assets and electricity.
required by the industry * This report measures the contribution by the wine industry (with all direct, indirect and induced effects considered) to this capital formation.
Il e * The wine industry’s operations require different capital goods, including machinery, transport equipment, biological stock, manufacturing sites and distribution

indirect suppliers to
i centres. The value of capital required by the industry and its direct and indirect suppliers to sustain the production and supply of wine products in South Africa

sustain the production
and supply of wine amounted to R98.1 billion in 2019, of which R4.1 billion is contributed by the wine industry directly. This amounted to 0.8% of the total fixed capital stock

products in South Africa required for economic activity in South Africa.

af“f’““_te‘j to R98.1 ) * These capital investments by the wine industry also have significant knock-on effects on the economy. A detailed illustration of the capital formation effects is

ETTE_:F 2019, of which shown in Figure 43, indicating that most of the capital formation effects derive from induced effects because of overall higher spending (and hence economic
o 1ion 1s

. . activity) within the South African economy.
contributed by the wine
industry directly. This * The sectors experiencing the largest investment gains are financial and business services, transport and communication, utilities (e.g., water, gas and electricity),
amounted to 0.8% of followed by other manufacturing, wholesale and retail trade and catering and accommodation (i.e., the hospitality industry).

the total fixed capital
stock required for

economic activity in
South Africa. Figure 43: Impact of the wine industry’s operations on capital formation (R million), 2019

Initial M First Round Indirect M Induced
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farming agriculture [SIC 2] manufacturing manufacturing [SIC 4] [SIC 5] retail trade accommodation communication business government services
[SIC 11130] [SIC1] [SIC 30510] [SIC 3] [SIC 61-63] [SIC 64] [SIC7] services [SIC 91-93] [SIC 92-99]
[SIC 8]

ﬁ F T I Source: FT| calculations based on the South African Social Accounting Matrix (2018)



National impact
Contribution to balance of payments

* With minor import and major export activity between the South Africa wine industry (exporters), the wine industry’s impact on South Africa’s balance of
payments is also important to consider.

The positive impact of
the wine industry on * The value of the industry’s exports amounted to R8,457 million (0.7% of total national exports in 2019).

South Africa’s Balance * Minimal direct imports of finished wine products (only 0.06% of total national imports), and other raw production inputs.
of Payments amounts to

approximately RS,323 It is estimated that the positive impact of the wine industry on South Africa’s Balance of Payments amounts to approximately R8,323 million in 2019 (excluding

million in 2019 the import substitution?® effect) and R22,987 million in 2019 (including the import substitution effect).

(excluding the import * Figure 44 shows that the wine industry’s own exports and imports have a positive impact on South Africa's balance of payments, resulting in an economy-wide
substitution effect) and impact on exports to the value of R22,191 million (1.7% of total national exports in 2019) and imports of R13,868 million (1.1% of total national imports in
R22,987 million in 2019 2019).

(including the import

substitution effect). e Although the wine industry’s operations generate a surplus on South Africa's balance of payments, the impact of the industry’s first-round (direct suppliers) and

indirect suppliers, as well as the induced impact of spending by consumers in the economy, is negative.

* This also confirms the lower indirect and induced employment opportunities supported across the wine value chain compared to the 2013 results for the wine
industry and can be explained, in part, by decreased local procurement by supplying industries in the economy.

e In all, the resulting effect of the wine industry is a trade surplus of R8,323 million on the balance of payments, predominantly due to the industry’s low import-
reliance (especially in agriculture which produced predominantly for the domestic market) as compared to its supplying industries — in particular the
manufacturing sector —and consumers on goods and services imported from abroad.

Figure 44: Impact of the wine industry’s operations on the Balance of payments (R million), 2019

10,000 - 7 704
8,000
6,000
4,000

2,000

R Million

0
-2,000

-4,000

-6,000 -

Initial First Round Indirect Induced

EEEN Exports  EEEEE Imports South Africa trade balance

ﬁ F T I Source: FTl calculations based on the South African Social Accounting Matrix (2018). 1 The import substitution effect reflects the magnitude of additional imports that would have to take place to satisfy the
CONSULTING demand that is currently fulfilled by local production. 56



The economic
contribution of the wine
industry in South Africa
demonstrates that the
industry:

a)

b)

Shows a high level
of local job and
value creation,
especially due to its
upstream activities
and deep value
chain;

Is fully integrated
into local
businesses, both
upstream and
downstream; and

Is aligned with the
core drivers of the
South African and
global development
policies.

National impact

Wine industry’s socio-economic contribution

* The core tangible benefits brought to the economy by the wine industry are summarized below and include:

* Job creation across the value chain, especially in the labour-intensive agriculture sector of both the Western Cape and South Africa in general. These

opportunities include jobs supported for both formal, low-skilled labour, as well as informal labour.

* The employment opportunities in agriculture, directly supported by the wine industry, remain a key source of income for many poor households in

South Africa.

* Value-added or GDP supported by the wine industry’s operations, which spills over to the rest of the economy through the industry value chain.

269,096 jobs supported throughout the
wine industry value chain in 2019

Jobs in various
segments of the
economy, ranging
from high-value
added jobs in the
services sector, to
low-value added
jobs in trade and
agriculture

300,000 - \
250,000 -+
Upstream
200,000 - 126,797
150,000 -
Direct
100,000 - 80,173
50,000 -
Downstream
62,125
O / 1

Source: FTl calculations based on the South African Social Accounting Matrix (2018)

Value-added (GDP) supported equalled 1.1% of

national GDP in 2019

Upstream
income
R23.9 bn
Supports
R55.0 bn in Direct
value added y income
throughout R14.6 bn

its value chain

N

Downstream
income

R16.4 bn
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The wine industry
generates R1.39 million
in value added (in
nominal terms) for the
national economy for
every R1 million of wine

National impact
Wine industry efficiency in employing scarce resources

Table 6 considers two indicators of the efficiency with which the wine industry
employs scarce resources, namely the GDP/capital ratio and the labour/capital ratio.

The GDP/capital ratio, measures the value added to the economy for every R1

million worth of capital expenditure in the industry/country.

— The wine industry’s GDP to capital ratio of 0.62 indicates that for every R1
million of capital investment, the industry adds another R0.62 million to SA’s
GDP (at market prices), compared to the national average of R0.40 million.

Table 6: Key multipliers and efficiency ratios, 2019 vs 2013

Impact type

Wine industry (Industry-specific)

Output-based multipliers?

produced (which is GDP multiplier (Wine Industry) - 0.58
higher than the South The labour/capital ratio measures the additional employment opportunities that
African average of R1.34 can be created by every R1 million invested in capital. Wine industry (Economy-wide)
million). — The wine industry’s labour (incl. informal employment) to capital ratio of 2.77 S g
indicates that for every R1 million of capital investment, the industry creates multiplier ’
The employment 2.77 jot?s in the SA economy, compared to 1.46 jobs for the average South Employment multiplier (Excl. informal) ) 4.54
multiplier (incl. informal African industry. | S ——- .
Employment multiplier (Incl. informa - 7.72
g;nuri:)m:ir;trz ;ﬁ;:e Both the GDP (nominal)/capital ratio and the labour (Incl. informal)/capital ratio
industry indicates that suggest that the wine industry is more efficient in utilising a unit of investment GDP (nominal)/capital ratio 0.58 0.62
the wine industr compared to most other industries in the South African economy.
€ @ e LRy Labour (Excl. informal)/capital ratio - 1.99
suzp_o;ts 7'7|2_ fc;rnj\alth The output-based multipliers for the wine industry, in Table 6, indicate: ) ) )
and intormat Jobs in the — The employment multiplier (incl. informal employment) of the South African Labour (Incl. informal)/capital ratio 4.64 2.77
national economy per L - . .
R1 million of wine wine industry indicates that the wine industry supports 7.72 formal and Tax multiplier ) 0.73
olitput produced (which mfo.rmal j(.)bS. |.n the na.tlonal economy per R1 mllllon of wine output produced
is significantly higher (which is significantly higher than the South African average of 4.74). South Africa
than the South African — ine i ’ Wi ioli ine i
; Based on the wine |.nf:Iust.ry s economy W|d.e GDP [nultlpller, the wine mdl..lstry GDP multiplier 128 134
average of 4.74). generates R1.39 million in value added (in nominal terms) for the national
economy per R1 million of production of wine (which is higher than the South Employment multiplier (Excl. informal) - 3.53
African average of R1.34 million).
Employment multiplier (Incl. informal) 6.34 4.74
The wine industry multipliers and efficiency ratios are better than that of the average
South African industry (except for the tax multiplier), making it an attractive sector GDP (nominal)/capital ratio 0.37 0.40
to stimulate growth.
g Labour (Excl. informal)/capital ratio 1.30 0.97
However, even though the wine industry has been shown to be efficient and
contributes more to the national economy than the average industry in South Africa, Labour (Incl. informal)/capital ratio 1.73 1.46
its labour (incl. informal employment) to capital ratio has deteriorated since 2013
Tax multiplier - 0.60

(compared to the ratio of the 2014 Conningarth report).

Source: FTI calculations based on the South African Social Accounting Matrix (2018). 1 Conningarth Economists, Sectoral Multipliers RSA & Western Cape, July 2015 (data reference - page 38). 2 Output-based
multipliers measure only the backward-linked impacts of output changes, the forward effects on the production of sectors that utilize the wine industry’s outputs are not explicitly considered. These multipliers58
measure the change in a specific variable (e.g., GDP, employment, etc.) as a result of changes in the production of R1 million by a particular activity.



The comparison shows
that wine grape
farming and wine
manufacturing
contribute relatively
more to the economy in
terms of GDP growth
and employment
creation.

Wine manufacturing is
also involved in the
beneficiation of raw
materials sourced
locally, and therefore,
also contributes
positively to the IPAP
objective of

localisation and supplier
development.

National impact
Industry multipliers of GDP

relative to employment

The local wine industry contributes towards achieving the South African government’s policy objectives

* For relative context, the total multiplier effects (i.e.,
direct + indirect + induced) for all activities in the South
African SAM are provided in the figure.

® For comparative purposes, all employment multipliers are
expressed relative to the sector with the lowest
employment multiplier — Electricity, gas and water
(highlighted in yellow).

® This simply serves to demonstrate how much additional
employment can be obtained versus spending on the most
capital-intensive sector (i.e., Electricity, gas and water)
with the lowest number of employment created per Rand
spend.

® Similarly, for GDP, all major sectors’ GDP multipliers are
expressed relative to the lowest GDP contributing sector
from a multiplier perspective — Non-metallic mineral
products (highlighted in blue).
* If one considers the relative importance of the local wine
industry, then:
* For every Rand spent (i.e., the Direct Effect)
* on e.g., Non-metallic mineral products;
* the same Rand spent, alternatively, on e.g., local wine
grape farming — would create a multiplier effect of
204% more for employment

(i.e., more jobs for same money)
and

® 27% more GDP value
(i.e., more economic activity for thesame.money).

® This indicates that spending money on wine grape
farming, as well as wine production will have more of an
effect on both GDP and employment than spending the
same money on non-metallic-mineral products.

* The wine industry strikes a good, relative balance between

Relative multipliers of main economic activities: GDP relative to Employment

250% T

High Employment High Employment
Lower GDP High GDP
Retail, wholesale, hotels and
— o e e e e fCMYE, foresiry and fheries 7T T X
200% O 1 B T
o Real estate, renting ancjbusiness
150% T senvices I
] |
=]
- ‘ ‘ ; ; | . ‘ ‘
S } } } } } } } {
= |
x Furniture Wine mar‘.lfacturing
-
5 @ 4
E 100% T
>
) |
o
£ Construction Wood and wood products I .
w . Government and community
O . senvices
. Mechanical engineering I
Textiles, clothing and leather P 1 d publish
goods ‘./ aper| printing and publishing I
Elecirical engineering I~ Food, beverages and mkiam:o
Precision and optical instruments
o, ! 1 Fi al .
20% . Basic metals®and metal products I inanciatsences
AR RN Communications °\ | .
Transport and storage
\
ansport equipmen I
Computers and Dfﬁsequipmem I
.L Fuel, chemicals, rubberd 0
plastic OherTranutzgluring (:’/ Mining and quar?(mg
Lower Employment u Lower Employment
Electricity, gaf and water N
Lower GDP % Higher GDP
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GDP contribution and employment creation.

GDP (x % of lowest)

Source: FTl calculations based on the South African Social Accounting Matrix (2018). * All other sectors expressed in % of “more” multiplying relative to Computers and office equipment for GDP, and

Electricity, gas and water for Employment.

40%
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This spreading of
economic benefit is
made possible by the
fact that the wine
industry needs the
products and services
of myriads of other
participants in the
economy — from the
supply of raw materials
(e.g. fertilizer, seed,
etc.), suppliers of
equipment and
production inputs, to
providers of transport
and warehousing,
telecommunications
and many other services
— all of whom benefit
from their business
dealings with the wine
industry.

The figure provides
further illustration of
the knock-on effects of
the Wine Industry’s
business activities on
the Western Cape
Province economy.

Provincial impact
Summary impact of the wine industry on the Western Cape economy

WC wine industry’s
supply chain purchases

4

"""""" 3 INDIRECT IMPACT

GDP: R5.0 billion
or 0.1% of SA GDP
(nominal terms)

WESTERN CAPE WINE
INDUSTRY

Employment:

GDP: R13.6 billion 20,104

0.3% of SA GDP in 2019
(nominal terms)

1

Employment: 74,344
PROVINCE-WIDE

0,
o 0'64) O S D (1.0% of national
(nominal terms)

b I employment)

(nominal terms)

i IMPACT ACROSS ALL

i SECTORS OF THE piuiminiieimeiei
i oo 0 ARSI RAULGASLI T T WESTERN CAPE

i i ECONOMY

i ! GDP:RS5.4 billion Employment: Tp—

i i or 0.1% of GDP 41,663 GDP: R31.0 billion 166,652

WC wine industry and
supplier employees
spending of wages

4 INDUCED IMPACT

TS > GDP: R7.1 billion
or 0.1% of SA GDP
(nominal terms)

Employment:
30,541

Source: FTl calculations based on the Western Cape
Social Accounting Matrix (2018) 60



Provincial impact
Impact on the Western Cape

* Figure 45 summarizes the impact in the Western Cape across key metrics, including intermediate output/production, GDP, capital formation, tax revenue

The wine industry’s and employment.

dri]re;;flc°"t”bc‘m°“_t° * A smaller tax take is observed for the province with relatively large induced effects across all measures.

the Western Cape is : L - . . . . . .
significant in terms of * The smaller first round and indirect effects indicate leakages due to purchases from other provinces within South Africa. These benefits are inherent in the
production, GDP and tax national results, but the net difference can be allocated to the “Rest of South Africa,” i.e. other provinces.

revenue.
Figure 45: Summary of impact of the wine industry’s operations on key metrics in the Western Cape (R million), 2019
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Provincial impact
Contribution GDP and tax revenue — Western Cape

Figure 46: Impact of the wine industry’s operations on tax revenue in the Western Cape (R million), 2019
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Figure 47: Impact of wine industry on the GDP in the Western Cape (R million), 2019
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Provincial impact
Contribution to employment and capital formation — Western Cape

Figure 48: Direct, indirect and induced effects on employment per sector in the Western Cape (number of jobs), 2019

For employment, wine
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Figure 49: Impact of the wine industry’s operations on capital formation in the Western Cape (R million), 2019
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Provincial impact

Contribution by type of employment — Western Cape

Figure 50: Direct, indirect and induced effects on formal skilled employment per sector (number of jobs), 2019
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Figure 51: Direct, indirect and induced effects on formal semi-skilled employment per sector (number of jobs), 2019
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Source: FTl calculations based on the Western Cape Social Accounting Matrix (2018)
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Provincial impact
Contribution by type of employment — Western Cape

Figure 52: Direct, indirect and induced effects on formal low-skilled employment per sector (number of jobs), 2019
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Figure 53: Direct, indirect and induced effects on informal employment per sector (number of jobs), 2019
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National and Provincial impact
Economic impact of the wine industry across regions

Figure 58: Impact of the wine industry on GDP at market prices by Figure 59: Impact of the wine industry on employment by region and

Figures 58 and 59 show region and sector, 2019 sector, 2019
how the impact of the

wine industry is Western Cape Rest of SA Western Cape Rest of SA

distributed acroszthhe 56.5% 43.5% 61.9% 38.1%
Western Cape and the 100% 100%

rest of South Africa’s %0 3.1%
provinces (horizontally)
and across economic
sectors (vertically) for
both GDP and
employment. 80%

M Community services [SIC 92-99] 7.7% M Community services [SIC 92-99]
12.8%
90% 90% -
M General government [SIC 91-93] M General government [SIC 91-93]
15.1%
[ Financial and business services [SIC 8] 80% A [ Financial and business services [SIC 8]

M Transport and communication [SIC 7] M Transport and communication [SIC 7]

The bulk of the
contribution is in the
Western Cape (56.5% for
GDP and 61.9% for
employment) because
the wine industry is
mainly located in the
Western Cape. Some
spillover benefits to
other provinces in the
national economy are
observed, with 43.5% of
the national impact on 30%
GDP accruing to other

provinces and 38.1% of

the employment. 20%

70% 70%

W Catering and accommodation [SIC 64] M Catering and accommodation [SIC 64]

60% 60%

W Wholesale and retail trade [SIC 61-63] ® Wholesale and retail trade [SIC 61-63]
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ﬁ F I I Source: FTl calculations based on the South African and Western Cape Social Accounting Matrices (2018)
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In terms of capital
formation and tax
revenue supported by
the wine industry, the
Western Cape supports
51.0% and 67.1% of the
impacts, respectively,
with some spillover to
other provinces.

Large capital formation
is observed in the
financial and business
services sectors in both
the Western Cape and
the rest of South Africa,
with other notable
benefits accruing to the
transport and
communication, utilities
(electricity and water)
and manufacturing
sectors.

In terms of tax revenue
generated by the
industry, the largest
contribution comes from
the wine industry itself,
with other sectors, such
as financial and business
services, manufacturing
and wholesale and retail
trade and manufacturing
also contributing
relatively large shares.

i

F T I

CONSULTING

National and Provincial impact
Economic impact of the wine industry across regions

Figure 60: Impact of the wine industry on capital formation by
region and sector, 2019
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Figure 61: Impact of the wine industry on government tax revenue by
region and sector, 2019
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Compared to the
Conningarth study
(2014), the current
study found that in 2019
the wine industry:

(i) contributed R55.0
bn vs. R36.1 bn
(at market prices)
to GDP in 2019
and 2013
respectively

(ii)  Supported
269,096 vs.
289,151 jobs in
2019 and 2013
respectively

(iii) Needed a capital
base of R98.1 bn
vs. R62.3 bn to
sustain the 2019
and 2013 level of
wine production
respectively

National and Provincial impact
Summary comparison of key findings with 2014 Conningarth report

* A summary comparison of the current study findings with those of the Conningarth report are provided below:

* Impact on GDP (at market prices) in 2019 vs 2013
— Wine industry added R54,964 million to South African GDP in 2019 — 1.1% of total South African (nominal) GDP vs R36,145 million to South
African GDP in 2013 - 1.2% of total South African GDP.

— Of the R54,964 million, R31,029 million remained in the Western Cape — 4.5% of Western Cape GDP in 2019 vs R19,287 million that remained
in the Western Cape in 2013 — 4.6% of Western Cape GDP.

* Impact on Employment Creation in 2019 vs 2013
— Wine industry supported about 269,096 jobs (that is, 1.6% of total national formal and informal employment in 2019) vs 289,151 jobs in
South Africa (2.0% of total national employment in 2013).

— Specifically, the wine industry supported about 166,652 jobs (that is, 6.6% of total formal and informal employment in the Western Cape) in
2019 vs 167,494 jobs in the Western Cape — 7.5% of total employment in the Western Cape in 2013.

— Total employment proportions are larger than GDP proportions, mainly due to variations in capital intensities of production and labour
structures between the Western Cape and South African national economies.

* Impact on Capital Utilisation in 2019 vs 2013
— Overall capital base needed to sustain the 2019 level of wine production in South Africa amounted to R98,069 million (in 2019 prices) vs
R62,277 million (in 2013 prices).

— Overall capital base needed to sustain the 2019 level of wine production in the Western Cape amounted to R49,991 vs R33,458 million in 2013.

*  The multipliers and efficiency criteria calculated in the study are compared in previous slides.

Source: FTl calculations based on the South African and Western Cape Social Accounting Matrices (2018)
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Conclusion |: Wine Industry Overview

This report was commissioned by SAWIS and is an update of similar reports prepared for SAWIS in 1999, 2003, 2008 and 2014. The aim is to provide an up-to-date view of the wine industry and an assessment of the
economic contribution the industry makes to the South African and Western Cape economies.

We first consider the landscape over the period 2013 to 2019 to see how it has changed since the last report. We then provide a more in-depth economic impact analysis for the year 2019, quantifying the industry’s
direct, indirect and induced effects across several sectors in the economy. This report shows that the wine industry is an important contributor to South Africa’s economy.

ﬁ:‘ Production

[
...

This study considers the vineyards in the Western Cape and
Northern Cape (which includes a negligible amount in the rest
of South Africa), totalling 92,066 ha in 2019.

Stellenbosch has the highest number of hectares under vines

tl Exports & Imports

Exports

320m litres exported in 2019, down 23.9% from 2018 to
continue the downward trajectory.

E Consumption

Wine is the alcoholic drinks category with the 3" highest
consumption, following beer and RTDs.

—  Wine made up 9% of total alcohol consumption in 2019.

. m  Almost all exports were still wine, averaging between 98%- Domestic wine consumption decreased to 388m litres in 2019.

(16.4% of hectares in 2019), followed by Paarl (15.9%). 99% between 2013 — 2019. ) . '

) o ) ) Almost half of domestic sales are low priced, i.e. sold at less
Consistent decllne_ in number of primary wine producers, m The bulk:packed ratio of exports improved to 55:45 in 2019. than R30/litre.
down from 3,323 in 2013 to 2,781 in 2019. Packaged wine realised an income of more than 4 times that
75% of these produce less than 500 tons of grapes, limiting of bulk wine on a R/litre basis.
the'!r abilitY to sustain unprofitable harvests for an extended = The main export destinations were the UK (24% of volume),
period of time. Germany and the Netherlands. The main African export
The hectares of wine grape vineyards are declining. This point destination was Kenya (2%), indicating the potential for
to net uprooting, with 1.8 ha uprooted for every 1 ha planted further market penetration.
in 2019. m  The Revealed Trade Advantage indicates that SA’s production m Wine Tourism
Vines are aging, with more than half of the vines in 2019 past of wine is competitive, but its degree of competitiveness has
their optimal fruit bearing age. declined between 2013 and 2019. A study by | and M Futureneer Advisors (commissioned by

. . . Vinpro) investigated the economic impact of wine tourism for
;’gigyleld is consequently declining, down to 13.6 ton/ha in the period January — December 2019.
67% of grapes harvested/crushed in 2019 were white Imports They found tourism contributed an average of 14.7% of cellar

o o ®  32m litres imported in 2019. turnover;
varieties, followed by red varieties (28%) and table grapes.
m This was necessary to meet local demand for the varietals and directly contributed R2.4bn to GDP; and

The number of wine cellars has decreased slightly to 533
cellars in 2019. The majority of these are small cellars crushing
less than 500 tons of grapes.

Wine production has been on an overall downward trajectory
since 2015 (CAGR of -3.6%), but there was a slight uptick in
2019 to 837m litres of wine produced (excl. wine for brandy).
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price categories that recorded shortages during the drought
period.

employed 5,809 permanent employees, 4,414 casual employees
during the peak season, and 2,655 casual employees during the
rest of the year.
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. I Conclusion Il: Economic impact — South Africa

Methodology

The analysis applies the “input-output” methodology, which follows the industry’s financials
as they flow through the economy, creating ripple effects across other sectors — the
multiplier effect. The method is practically implemented using Social Accounting Matrices
(SAM) to represent the South African and Western Cape economies statistically.

Using the above methodology and approach, the report quantifies the wine industry’s
direct, indirect and induced effects across several sectors in the economy; the sum of these
three components constitutes the total economic impact.

? GDP/value added

The wine industry’s activities support a total contribution of R54.96 bn to GDP (at
market prices) — equivalent to 1.1% of GDP (at market prices).

Of this total amount, the industry directly (initial + first round impact) contributes
R27.04 bn to GDP (at market prices).

The industry indirectly contributes another R11.5 bn to GDP, and induces a further
R16.4 bn contribution through its forward and backward linkages to various sectors in
the economy.

Contribution to government tax revenue

Indirect taxes paid by the wine industry in South Africa generate government revenue
worth R17.9 bn across sectors, equating to 1.4% of South Africa’s 2018/19 total
government tax revenue.

For context, this almost covers the 2019/20 estimated government spending on job
creation and labour affairs (amounting to R 21.7 bn)

Direct effects

Indirect effects Induced effects

(initial + first round)

e.g., Wine producer
(Cellar) purchases
grapes from the
agriculture (e.g., wine
grape farming) industry

e.g., Agricultural
industry hires additional
labour to meet the
demand for wine grapes

e.g., Hired labourer uses
income to service car at
local garage

AR
“|U'=. Employment & Household income

The wine industry supports 269,096 jobs across the economy — about 1.6% of the
country’s total employment — generating household income of R19.08 bn.

— Of these, the industry directly (initial + first round impact) supports 165,898 jobs.

The industry’s employment multiplier and labour/capital ratio imply that it is more
efficient in both providing and generating jobs than the average SA industry.

h Capital formation/utilisation

The activities of the wine industry generate capital investment of R98.07 bn across the
economy, equivalent to 0.8% of the total fixed capital stock required for economic
activity in South Africa.

Of this total amount, the wine industry made direct (initial + first round) capital
investments of R28.8 bn in 2019.
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Conclusion lll: Economic impact — Western Cape

GDP/value added

The wine industry’s activities support a total contribution of R31 bn to the Western
Cape’s GDP (at market prices).

Of this, the industry directly (initial + first round impact) contributes R19 bn to GDP (at
market prices).

The results indicate the large large direct contributions by the wine industry itself within
the province, but with smaller impacts across the value chain pointing to leakages from
the province to the rest of South Africa.

Contribution to government tax revenue

The wine industry’s activities resulted in R12 bn in tax payments to government) in
2019.

The industry contributed significantly to this, with the direct contribution (initial + first
round) amounting to R8.6bn.

CONSULTIN

UllJ':‘ Employment & Household income

The wine industry supports 166,652 jobs across sectors in the Western Cape,
generating household income of R9 bn.

— Of these, the industry directly (initial + first round impact) supports 116,007 jobs.
33% of the total jobs supported are formal, low-skilled jobs.

Overall, wine grape farming, wine production, financial and business services,
community services, and wholesale and retail trade are the sectors that benefit the
most from the wine industry’s activities.

B Capital formation/utilisation

The activities of the wine industry generate capital investment of R50 bn across sectors
in the Western Cape.

— The industry’s direct contribution (initial + first round) was R16 bn.

Overall, large benefits accrue to the financial and business services (R20 bn), transport
and communication and utilities in the province.
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Appendix 1: Key concepts — economic indicators

Gross Domestic Product (GDP) / Gross Value Added (GVA)

The standard measure of economic contribution is the extent to which it increases the value of goods and services generated by the economy as a whole —in other words, the extent to which
it increases economic activity as measured by gross domestic product (GDP). An industry or business’s contribution to GDP measures the total value added (GVA) generated and is defined as
the income that an industry or business generates, less the cost of the inputs that it uses to generate that income, plus certain taxes paid. The direct contribution of an industry or a company
to the South African economy can therefore be estimated by determining their payments to the factors of production plus the taxes (less subsidies) payable on production and imports.

An industry’s direct contribution to GDP or GVA is well defined under the standard national accounting framework used by the South African Reserve Bank (SARB), which is known as the
System of National Accounts 1993 (SNA93). Three different measures of value added can be measured:

a) Value added at Purchasers’ Prices: This is defined as output valued at purchasers’ prices, less intermediate consumption valued at producer prices. This measure is equivalent to the traditional
measure of value added at market prices.

b) Value added at Basic Prices: In this measure, the output is valued at basic prices while intermediate consumption is valued at producer prices. In the case of alcoholic beverage production this
measure excludes excise as they are viewed as production taxes levied on output.

c) Value added at Factor Cost: This measure excludes all production taxes net of subsidies. In other words, it excludes all production taxes — such as payroll taxes (e.g., PAYE), benefit taxes, etc. —and
not just those that are levied on output.

Taxes

Taxes on production and imports include taxes on products and other taxes on production. Taxes on products consist of taxes payable on goods and services when produced, delivered, sold or
otherwise disposed of by their producers. Furthermore, they are payable per unit of a good or service produced. Important examples of taxes on products are excise and import duties and
VAT. Other taxes on production consist of taxes on land ownership, buildings or other assets used in production or on labour employed, etc. Important examples of other taxes on production
are taxes on payroll or workforce, business or professional licenses, etc. Current taxes on income and wealth cover all compulsory payments levied by the government on institutional units'
income and wealth. These taxes include taxes on an individual or household income, taxes on corporations' income or profits, etc.

Capital formation

For an economy to operate at a specific level, an amount of capital investment is needed to support such activity levels. Capital, together with labour and entrepreneurship, form the basic
factors needed for production in the economy. The effectiveness and efficiency with which these factors are combined influence the overall productivity/profitability of the production process.

Employment

Labour is a key element of the production process. This indicator measures job creation and indicates the extent to which each sector contributes towards creating employment opportunities
and, ultimately, each sector’s contribution towards distributing salaries and wages between various types of labourers, which, in turn, should impact positively on the alleviation of poverty.

Impact on household income

One of the additional value added elements that will result from these economic activities is the remuneration of employees. This remuneration, in turn, affects household income.
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Appendix 2: Detailed results for South Africa

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)

Broad sectors/ Industry

Initial First- Indirect Induced Total Initial First- Indirect Induced Total Initial First- Indirect Induced Total
round round round
: :
Wine grape farming [SIC 11130] 4714 3832 340 23 8909 E 46575 26 665 2367 161 75768 E 1162 919 82 6 2168
1 1
Other agriculture [SIC 1] - 93 192 485 770 - 989 2488 5207 8684 - 442 551 2023 3016
i
Mining [SIC 2] - - 711 556 1267 i - - 709 598 1307 - - 1217 1020 2236
H
i
Wine manufacturing [SIC 30510] 9893 858 - - 10752 | 33598 2180 - 172 35951 2920 189 - - 3109
1
i H
1
Other manufacturing [SIC 3] - 2057 2105 3284 7 446 i - 4763 3130 5128 13021 E - 3610 2455 3196 9261
1 1
Utilities [SIC 4] - 341 679 871 1890 = 134 266 341 741 = 2440 4764 6236 13441
i i
1
Construction [SIC5] - 34 209 196 439 | - 170 1055 987 2212 | - 14 84 79 176
’ |
Wholesale and retail trade [SIC 61-63] - 20 2 896 2357 5273 - 98 14 033 11419 25550 - 12 1697 1381 3089
H i
1
Catering and accommodation [SIC 64] - 1172 80 235 1487 | - 13123 895 2634 16651 | - 2523 172 506 3201
; :
Transport and communication [SIC 7] - 585 1194 1863 3642 - 1020 1915 3028 5962 - 2777 4 506 7310 14593
| :
Financial and business services [SIC 8] - 3028 2533 4612 10173 ! - 29122 8251 14 283 51655 i - 11397 10950 18704 41 050
1 1
i !
General government [SIC 91-93] - - 296 1203 1498 i - - 1170 4531 5701 - - 180 1080 1260
1
; ;
1
Community services [SIC 92-99] - 408 262 747 1417 | - 7 461 4794 13637 25892 | - 423 272 773 1468
1 1
1 1
i :
Total 14 608 12428 11498 16431 54 964 d 80173 85725 41073 62125 269 096 i 4082 24746 26928 42314 98 069
i i
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Appendix 2.1: Detailed results for the Western Cape

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)

Broad sectors/ Industry

Initial First- Indirect Induced Total Initial First- Indirect Induced Total Initial First- Indirect Induced Total
round round round
: :
Wine grape farming [SIC 11130] 4 395 1766 169 11 6342 | 43 851 12 360 1185 79 57476 | 1109 426 41 3 1579
i i
Other agriculture [SIC 1] - 48 86 235 369 - 514 1216 2557 4287 - 230 270 994 1493
i
Mining [SIC 2] - - 314 253 567 i - - 347 294 641 - - 596 501 1097
1
i
Wine manufacturing [SIC 30510] 9183 200 - = 9383 | 30493 1117 - 85 31695 2650 97 - - 2747
1
1
i i
Other manufacturing [SIC 3] - 807 663 1052 2523 | - 2314 1542 2520 6376 i - 1752 1214 1570 4537
! 1
Utilities [SIC 4] - 161 310 403 874 - 67 130 168 364 - 1227 2316 3064 6 607
i i
Construction [SIC5] - 14 87 82 183 | - 86 516 485 1087 i - 7 41 39 87
: :
Wholesale and retail trade [SIC 61-63] - 10 1340 1094 2443 - 49 6873 5611 12534 - 6 831 678 1515
H i
1
Catering and accommodation [SIC 64] - 530 35 102 666 | - 6724 440 1295 8460 | - 1293 85 249 1626
H i
Transport and communication [SIC 7] - 284 565 887 1736 - 496 942 1488 2926 - 1349 2216 3593 7 158
! i
1
Financial and business services [SIC 8] - 1342 1152 2107 4601 E - 14137 4067 7023 25227 i - 5605 5399 9196 20201
: 1
General government [SIC 91-93] - - 132 542 674 - - 575 2229 2804 - - 88 531 620
i H
Community services [SIC 92-99] - 198 118 350 666 | - 3799 2271 6707 12777 i - 215 129 380 724
1
| :
1
Total 13579 5360 4973 7117 31029 i 74344 41 663 20104 30541 166 652 | 3759 12 207 13 226 20799 49991
, !

ﬁ F T I’
CONSULTING 77



Appendix 2.2: Detailed results for the Rest of South Africa

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial First- Indirect Induced Total Initial First- Indirect Induced Total Initial First- Indirect Induced Total
round round round
: :
Wine grape farming [SIC 11130] 319 2 066 171 12 2567 | 2723 14 305 1182 82 18292 | 53 493 41 3 590
i i
Other agriculture [SIC 1] - 45 106 250 401 - 475 1273 2 650 4398 - 212 281 1030 1523
i
Mining [SIC 2] - - 397 303 700 i - - 362 304 666 - - 621 518 1139
1
i
Wine manufacturing [SIC 30510] 710 658 - - 1368 i 3105 1063 - 88 4256 270 92 - - 362
1
i i
Other manufacturing [SIC 3] - 1249 1441 2232 4922 ! - 2 450 1588 2 608 6 646 i - 1858 1241 1626 4724
! 1
Utilities [SIC 4] - 180 369 468 1016 - 66 137 173 377 - 1214 2448 3172 6834
i i
Construction [SIC5] - 19 122 114 255 | S 84 539 502 1125 i = 7 43 40 90
: :
Wholesale and retail trade [SIC 61-63] - 11 1556 1263 2830 - 49 7 160 5807 13016 - 6 866 702 1574
H i
1
Catering and accommodation [SIC 64] - 643 45 133 821 i - 6398 454 1339 8191 | - 1230 87 257 1575
i H
Transport and communication [SIC 7] - 301 629 977 1906 - 525 973 1539 3037 - 1428 2289 3717 7435
i i
Financial and business services [SIC 8] - 1686 1381 2 505 5572 E - 14985 4183 7 260 26428 i - 5791 5551 9507 20 849
: 1
General government [SIC 91-93] - - 163 661 824 - - 595 2302 2897 - - 92 549 640
i H
Community services [SIC 92-99] - 210 144 397 751 |} - 3662 2523 6930 13116 i - 208 143 393 743
1
; :
1
Total 1029 7067 6525 9314 23935 i 5829 44 062 20969 31585 102444 | 323 12539 13702 21514 48 078
, !
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Appendix 2.1.1: Detailed results for Klein Karoo

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 83 40 5 0 129 987 283 32 2 1305 29 10 1 0 40
Other agriculture [SIC 1] - 1 2 6 9 - 12 32 64 108 - 5 7 25 37
Mining [SIC 2] - - 8 6 14 - - 9 7 16 - - 15 13 28
Wine manufacturing [SIC 30510] 248 6 - - 254 783 32 - 2 817 68 3 - - 71
Other manufacturing [SIC 3] - 21 18 26 65 - 60 41 63 163 - 45 32 39 117
Utilities [SIC 4] - 5 9 10 24 - 2 4 4 10 - 37 63 77 176
Construction [SIC 5] - 0 2 2 5 - 2 13 12 27 - 0 1 1 2
Wholesale and retail trade [SIC 61-63] - 0 35 27 63 - 1 178 141 321 - 0 22 17 39
Catering and accommodation [SIC 64] - 15 1 3 19 - 191 12 33 236 - 37 2 6 45
Transport and communication [SIC 7] - 7 15 22 a4 - 12 25 37 74 - 33 58 90 181
Financial and business services [SIC 8] - 35 30 53 119 - 364 107 177 648 - 149 143 231 523
General government [SIC 91-93] - - 3 14 17 - - 15 56 71 - - 2 13 16
Community services [SIC 92-99] - 5 3 9 17 - 102 55 169 325 - 6 3 10 18
Total 332 136 131 179 778 1770 1061 522 768 4121 97 325 349 523 1294
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Appendix 2.1.2: Detailed results for Robertson

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 804 345 9 2 1160 4890 2417 63 12 7381 183 83 2 0 269
Other agriculture [SIC 1] - 8 12 36 55 - 80 179 388 647 - 36 36 151 222
Mining [SIC 2] - - 51 38 89 - - 56 45 100 - - 96 76 172
Wine manufacturing [SIC 30510] 1620 2 - - 1623 5573 13 - 13 5599 484 1 - - 485
Other manufacturing [SIC 3] - 141 82 160 383 - 409 204 382 995 - 312 145 238 696
Utilities [SIC 4] - 32 48 61 140 - 13 20 25 58 - 241 355 465 1061
Construction [SIC5] - 3 13 12 28 o 17 75 74 165 ° 1 6 6 13
Wholesale and retail trade [SIC 61-63] - 1 196 166 363 - 4 1007 851 1861 - 0 122 103 225
Catering and accommodation [SIC 64] - 6 5 15 26 - 79 60 196 336 - 15 12 38 65
Transport and communication [SIC 7] - 54 77 134 265 - 94 128 226 448 - 256 303 545 1104
Financial and business services [SIC 8] - 200 149 319 668 - 2498 522 1064 4084 - 767 691 1394 2851
General government [SIC 91-93] - - 19 82 101 - - 82 338 419 - - 13 81 93
Community services [SIC 92-99] - 22 20 53 95 - 414 387 1016 1817 - 23 22 58 103
Total 2424 813 680 1079 4997 10463 6 037 2782 4630 23911 668 1737 1802 3153 7360

ﬁ F T I’
CONSULTING 80



Appendix 2.1.3: Detailed results for Worcester

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 679 257 6 1 944 2168 1798 42 9 4017 89 62 1 0 153
Other agriculture [SIC 1] - 4 9 26 39 - 45 134 285 464 - 20 27 111 157
Mining [SIC 2] - - 36 28 64 - - 40 33 73 - - 68 56 124
Wine manufacturing [SIC 30510] 1253 1 - - 1253 4251 4 - 9 4264 369 0 - - 370
Other manufacturing [SIC 3] - 106 60 118 284 - 309 148 282 739 - 237 106 176 518
Utilities [SIC 4] - 19 35 45 100 - 8 15 19 42 - 143 264 343 749
Construction [SIC 5] - 1 9 9 20 - 7 55 54 117 - 1 4 4 9
Wholesale and retail trade [SIC 61-63] - 1 144 122 268 - 5 740 628 1372 - 1 89 76 166
Catering and accommodation [SIC 64] - 2 3 11 17 - 26 a4 145 215 - 5 8 28 41
Transport and communication [SIC 7] - 39 56 99 194 - 67 93 167 327 - 183 220 402 806
Financial and business services [SIC 8] - 150 108 236 495 - 1893 378 788 3059 - 572 501 1031 2105
General government [SIC 91-93] - - 14 61 75 - - 60 251 310 - - 9 60 69
Community services [SIC 92-99] - 9 15 39 63 - 170 286 754 1210 - 10 16 43 69
Total 1932 590 496 797 3815 6419 4333 2035 3423 16 210 458 1233 1314 2330 5336
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Appendix 2.1.4: Detailed results for Breedekloof

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 1001 396 9 2 1408 4228 2769 65 15 7076 168 95 2 1 266
Other agriculture [SIC 1] - 9 15 44 68 - 90 227 480 798 - 40 44 187 271
Mining [SIC 2] 5 = 62 48 110 - - 69 55 124 = 5 117 94 212
Wine manufacturing [SIC 30510] 2251 1 - - 2252 7 260 7 - 16 7 282 631 1 - - 632
Other manufacturing [SIC 3] - 181 102 198 481 ° 527 253 474 1254 ® 404 179 295 879
Utilities [SIC 4] - 31 55 76 161 - 13 23 32 67 - 247 414 577 1237
Construction [SIC5] - 4 15 15 34 o 21 92 91 205 ° 2 7 7 16
Wholesale and retail trade [SIC 61-63] - 2 244 206 452 - 11 1254 1056 2321 - 1 152 128 281
Catering and accommodation [SIC 64] - 3 6 19 28 - 40 75 244 359 - 8 14 47 69
Transport and communication [SIC 7] - 66 95 167 328 - 115 159 280 553 - 312 375 677 1363
Financial and business services [SIC 8] - 257 184 397 838 - 3234 642 1324 5200 - 978 852 1733 3564
General government [SIC 91-93] - - 23 102 126 = = 102 421 522 = = 16 100 116
Community services [SIC 92-99] - 20 24 66 110 - 386 452 1265 2102 - 22 26 72 119
Total 3253 969 835 1340 6396 11488 7212 3410 5753 27 864 799 2110 2199 3917 9025
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Appendix 2.1.5: Detailed results for Olifants River

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 488 214 6 1 709 2356 1496 44 8 3904 122 52 2 0 175
Other agriculture [SIC 1] - 4 8 23 35 - 40 119 253 413 - 18 24 98 140
Mining [SIC 2] - - 34 25 59 - - 37 29 67 - - 64 50 114
Wine manufacturing [SIC 30510] 1123 3 - - 1125 3716 14 - 8 3739 323 1 - - 324
Other manufacturing [SIC 3] - 94 55 104 254 - 272 136 250 658 - 208 98 156 462
Utilities [SIC 4] - 25 33 40 98 - 10 14 17 41 - 185 243 304 733
Construction [SIC 5] - 1 8 8 18 - 7 50 48 105 - 1 4 4 8
Wholesale and retail trade [SIC 61-63] - 1 130 109 239 - 3 668 557 1228 - 0 81 67 149
Catering and accommodation [SIC 64] - 7 3 10 20 - 86 40 129 255 - 17 8 25 49
Transport and communication [SIC 7] - 34 51 88 173 - 59 85 148 292 - 160 202 357 718
Financial and business services [SIC 8] - 136 100 209 446 - 1666 350 698 2714 - 524 465 914 1903
General government [SIC 91-93] - - 13 54 66 - - 55 222 276 - - 8 53 61
Community services [SIC 92-99] - 15 13 35 62 - 287 245 667 1199 - 16 14 38 68
Total 1611 532 455 707 3304 6073 3940 1844 3034 14 891 445 1182 1212 2 066 4904
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Appendix 2.1.6: Detailed results for Paarl

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 622 124 7 1 754 5512 867 51 8 6438 164 30 2 0 196
Other agriculture [SIC 1] - 6 7 23 36 - 60 107 256 423 - 27 21 99 148
Mining [SIC 2] - - 31 25 56 - - 34 29 63 - - 58 50 108
Wine manufacturing [SIC 30510] 1131 7 - - 1138 3218 39 - 8 3266 280 3 - - 283
Other manufacturing [SIC 3] - 83 54 105 242 - 240 130 252 622 - 183 96 157 436
Utilities [SIC 4] - 19 26 40 85 - 8 11 17 36 - 148 196 307 650
Construction [SIC 5] - 2 8 8 17 - 10 45 49 104 - 1 4 4 8
Wholesale and retail trade [SIC 61-63] - 2 120 109 231 - 12 613 561 1186 - 1 74 68 143
Catering and accommodation [SIC 64] - 19 3 10 32 - 235 38 129 403 - 45 7 25 77
Transport and communication [SIC 7] - 32 48 89 169 - 56 81 149 285 - 151 190 359 701
Financial and business services [SIC 8] - 125 96 211 431 - 1462 336 702 2500 - 492 448 919 1860
General government [SIC 91-93] - - 12 54 66 - - 52 223 275 - - 8 53 61
Community services [SIC 92-99] - 21 9 35 65 - 404 168 671 1242 - 23 10 38 70
Total 1753 439 420 712 3324 8730 3392 1665 3055 16 842 444 1105 1114 2080 4743
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Appendix 2.1.7: Detailed results for Stellenbosch

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 473 250 88 2 813 15385 1750 617 16 17767 199 60 21 1 281
Other agriculture [SIC 1] - 10 20 46 77 - 111 254 506 871 - 50 71 197 317
Mining [SIC 2] - - 55 50 104 - - 61 58 119 - - 105 99 204
Wine manufacturing [SIC 30510] 564 126 - - 690 2 685 704 - 17 3406 233 61 - - 295
Other manufacturing [SIC 3] - 94 188 208 490 - 254 399 497 1150 - 182 360 310 852
Utilities [SIC 4] - 17 65 79 161 - 7 27 33 67 - 127 483 604 1214
Construction [SIC5] - 2 19 16 38 o 14 115 96 225 ° 1 9 8 18
Wholesale and retail trade [SIC 61-63] - 2 288 216 506 - 9 1479 1107 2595 - 1 179 134 314
Catering and accommodation [SIC 64] - 334 8 20 362 - 4235 107 255 4597 - 814 21 49 884
Transport and communication [SIC 7] - 24 140 175 339 - 42 233 293 568 - 115 545 708 1367
Financial and business services [SIC 8] - 260 309 415 984 - 1539 1105 1381 4025 - 1310 1467 1809 4586
General government [SIC 91-93] - - 30 106 136 - - 130 437 567 - - 20 104 124
Community services [SIC 92-99] - 74 23 69 165 - 1410 435 1317 3162 - 80 25 75 179
Total 1037 1193 1233 1401 4 865 18070 10076 4962 6011 39119 433 23801 3304 4096 10 635
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Appendix 2.1.8: Detailed results for Cape South Coast

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 5 18 27 1 40 4145 125 190 4 4463 41 4 7 0 52
Other agriculture [SIC 1] - 2 5 11 18 - 23 64 118 205 - 10 19 46 75
Mining [SIC 2] - - 12 12 24 - - 14 14 28 - - 24 23 47
Wine manufacturing [SIC 30510] 112 41 - - 153 354 227 - 4 585 31 20 - - 50
Other manufacturing [SIC 3] - 17 52 49 118 ° 44 108 117 269 ® 30 102 73 204
Utilities [SIC 4] - 3 15 19 37 - 1 6 8 15 - 25 112 142 279
Construction [SIC 5] - 0 5 4 9 - 2 29 22 54 - 0 2 2 4
Wholesale and retail trade [SIC 61-63] - 0 73 51 124 - 1 373 260 635 - 0 45 31 77
Catering and accommodation [SIC 64] - 108 2 5 115 - 1366 29 60 1455 - 263 6 12 280
Transport and communication [SIC 7] - 3 37 41 82 - 6 62 69 137 - 16 145 166 327
Financial and business services [SIC 8] - 65 84 98 247 - 263 303 325 890 - 350 401 426 1178
General government [SIC 91-93] - - 8 25 33 - - 34 103 137 - - 5 25 30
Community services [SIC 92-99] - 19 4 16 39 - 366 78 310 754 - 21 4 18 43
Total 107 277 325 330 1038 4499 2424 1288 1414 9626 72 738 872 963 2646
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Appendix 2.1.9: Detailed results for Swartland

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION
(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 251 122 12 1 385 4181 855 82 6 5125 113 29 3 0 145
Other agriculture [SIC 1] - 5 7 19 31 - 52 99 206 358 - 23 21 80 125
Mining [SIC 2] . . 25 20 46 . = 28 24 52 = 5 48 40 88
Wine manufacturing [SIC 30510] 880 14 - - 894 2653 77 - 7 2737 231 7 - - 237
Other manufacturing [SIC 3] - 70 53 85 207 - 199 124 203 526 - 152 96 126 374
Utilities [SIC 4] - 11 25 32 68 - 4 11 13 28 - 74 186 246 507
Construction [SIC 5] - 1 7 7 15 - 6 42 39 86 - 0 3 3 7
Wholesale and retail trade [SIC 61-63] - 0 109 88 198 - 2 561 451 1014 - 0 68 55 123
Catering and accommodation [SIC 64] - 37 3 8 48 - 465 36 104 605 - 89 7 20 116
Transport and communication [SIC 7] - 26 46 71 143 - 45 76 120 240 - 122 179 289 590
Financial and business services [SIC 8] - 112 92 169 374 - 1219 324 564 2107 - 463 431 739 1633
General government [SIC 91-93] - - 11 43 54 - - a7 179 226 - - 7 43 50
Community services [SIC 92-99] - 14 9 28 50 - 261 165 538 964 - 15 9 31 55
Total 1131 411 398 572 2512 6833 3187 1595 2454 14 069 343 976 1059 1672 4050
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Appendix 2.2.1: Detailed results for Orange River (Northern Cape)

EMPLOYMENT
(Number of jobs)

CAPITAL FORMATION

(R million)

GDP at market prices

(R million)
Broad sectors/ Industry

Initial rFoiLs:;‘ Indirect Induced Total Initial rl:)i:js:;‘ Indirect Induced Total Initial ::Ls:;' Indirect Induced Total
Wine grape farming [SIC 11130] 319 124 8 1 452 2723 867 57 7 3653 53 30 2 0 85
Other agriculture [SIC 1] - 1 7 20 28 - 14 104 213 330 - 6 21 83 110
Mining [SIC 2] - - 26 21 47 - - 28 24 53 - - 49 42 91
Wine manufacturing [SIC 30510] 1080 8 - - 1089 3105 46 - 7 3159 270 4 - - 274
Other manufacturing [SIC 3] - 79 51 88 217 ° 228 121 210 559 ® 174 91 131 396
Utilities [SIC 4] - 10 25 34 68 - 4 10 14 28 - 71 184 255 510
Construction [SIC 5] - 1 7 7 15 - 5 42 40 87 - 0 3 3 7
Wholesale and retail trade [SIC 61-63] - 1 111 91 203 - 3 570 467 1040 - 0 69 57 126
Catering and accommodation [SIC 64] - 22 3 9 33 - 278 36 108 422 - 53 7 21 81
Transport and communication [SIC 7] - 28 45 74 147 - 49 75 124 248 - 133 176 299 608
Financial and business services [SIC 8] - 120 90 176 385 - 1402 314 586 2302 - 476 418 767 1661
General government [SIC 91-93] - - 11 45 56 - - 48 186 234 - - 7 44 52
Community services [SIC 92-99] - 10 9 29 47 - 182 164 560 906 - 10 9 32 51
Total 1399 403 391 593 2786 5829 3078 1568 2546 13021 323 959 1036 1734 4051
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Appendix 3: Household income
categorisation
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The SAM households

are divided into decile
groups, each group
representing 10% of the
population. The 10t
decile, which contains
10% of the population
with the highest
income, is further
divided into four equal
groups, each
representing 2.5% of
this decile. This provides
more detail on this
group's nature as it
represents a relatively
large portion of
household income and
spending in South
Africa, indicating the
skewness of the income
distribution in South
Africa. Cumulatively this
group represents 100%
of the population.

Appendix 3

Households — Decile 2

Households — Decile 3

Households — Decile 4

Households — Decile 5

Households — Decile 6

Households — Decile 7

Households — Decile 8

Households — Decile 9

Households — Decile 10

Households — Decile 11

Households — Decile 12

Households — Decile 13

Source: Statistics South Africa. 2012. Census 2011. Pretoria: Statistics South Africa.
Statistics South Africa. 2011. Domestic Tourism Survey 2012. Pretoria: Statistics South Africa.

Table 9: Household income categorisation based on income deciles used in the SAM

Household income decile Household income category

Households — Decile 1

Low income households

Low income households

Low income households

Low income households

Middle income households

Middle income households

Middle income households

Middle income households

High income households

High income households

High income households

High income households

High income households

Date of access: 5 Sep. 2020.

Date of access: 20 Sep. 2020.
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http://www.statssa.gov.za/publications/P03014/P030142011.pdf
http://statssa.gov.za/publications/P03521/P035212012.pdf
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