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The South African Wine Industry
Introduction
[bookmark: _GoBack]This is one of the most established industries in the world with a history that dates back when the white settlers first arrived in South Africa. Slowly, South Africa put itself on the map by producing quality wine that is internationally recognized. Accordingly, the industry has gone from strength to strength, with exports increasing exponentially reaching more than 400million liters annually making it the eighth largest wine producer in the world. South Africa has managed to get such world recognition in wine production due to the levels of quality they achieve with their wines (Vink, 2013)
In this light, South Africa emphasizes on quality through ensuring that all the wines going to the export market must have certification from the Wine & Spirit Board at Nietvoorbij, Stellenbosch. Notably, here the wine undergoes detailed tests before any form of accreditation is handed out. Additionally, the industry has come up with a new institute the University of Stellenbosch to more significant improvement on the quality of the wines produced as well as to ensure they become competitive in the market (Vink, 2013).
Factors affecting growth
Over the years the South Africa wine industry has experienced steady growth as in 2006 the country produced 270 million liters of wine whereas in 2017 the production rose to 440 million liters. Consequently, this indicates a 9% annual growth in the industry. Irrespective of the challenges that the industry faced as a result of racial discrimination and tensions within the country. As evidenced after independence the wine industry has snowballed as it has been able to incorporate more people and fresh ideas (Vink, 2013).
Furthermore, in 2015 and 2016 South Africa’s grapes production was profoundly affected by the low rainfall. Winemaking is dependent on grapes, and if the vines do not do well, the output of wine will be negatively affected. The past two years South Africa has received less rainfall than the previous year’s thus affecting the yields of the crop. Remarkably, precipitation cannot be corrected because it is a natural occurrence.
Industry life cycle
The South African wine industry is approaching maturity stage. The wine has been produced in South Africa for over a century thus developing cultured practiced that is evidenced to this day. Consequently, this is because the growth of the industry has been steadier over the past few years and some of the wine sellers are making losses thus having to look at other models of business to be sustainable. Additionally, new entrants are entering and competing in the existing market (Czinkota, Ronkainen & Moffett, 2011). Therefore, there has been a noticeable shift from quantity to quality of the product produced.
Driving forces
South Africa like a few other wine producing nations enjoys well-developed vine yards experiencing the best possible weather to produce quality wines. Over the years the South African farmer has crafted the art of farming the grapes harvesting as well as winemaking that has, in turn, made South Africa to be among the largest exporters of wine globally. The wine industry contributes to approximately10%of the country's GDP thus there is a consensus from all the parties involved that they would want to see the industry succeed. Additionally, South Africans in recent years have been trying out the lesser known brands, therefore, is a reliable indicator of the health sector (Vink, 2013).
However, these driving forces haven’t been entirely beneficial to the growth of the industry. The market dynamics are changing, and the young South African adults do not have the same wine tendencies as their parents. Since the South African wine market has been stagnating over the years, there have been calls for research into the industry so that they can keep up with their competitors both locally and internationally (Vink, 2013).
Key success factors
The South African wine industry enjoys a couple of factors that make it successful. The number of institutions that have been put in place to ensure that the wine produced is of the highest quality. South Africa has a wide array of brands catering to the different tastes of the market. This has proven to be successful because recently, there has been a shift from the traditionally prominent brands to the lesser known brands. Despite the low fortunes in the wine industry, South Africa still makes decent revenue from its sale of bulk wine (Vink, 2013).
Industry attractiveness
The South African wine industry is desirable to investors because it is already has a well-known heritage in the world which means newcomers can also make decent revenues. Accordingly, the country is the seventh largest producer of grapes in the market, therefore, ensuring there is ample supply of grapes in the market. Wines sold in the market go for as low as $2 therefore almost any South African can be able to purchase a bottle of wine. Remarkably comparing the wine industry to other alcoholic beverages wine has a more significant market share and the situation doesn’t look like changing any time soon. In recent years, new players have been able to enter the market and be moderately successful while the traditional players are getting their cut (Vink, 2013).

Macro analysis
Weakening and the South African wine industry heavily depend on export business to sustain itself since the local market does not consume much of what is produced. Therefore, this means that the wine will be traded in US dollars and when the South African rand is weak businesses will not generate a lot of revenue (Czinkota, Ronkainen & Moffett, 2011).
Young adults
The domestic market has seen a shift in the tastes of the southern African youths. Some of the traditional preferences of their parents are not their preferences therefore some of these brands are losing market share (Vink, 2013).
New government
The stability and effectiveness of the government is essential to the growth and sustainability of countries businesses (Czinkota, Ronkainen & Moffett, 2011). As such, the South African wine industry is looking at a bright future since the president Cyril Ramaphosa is keen to boost the companies that have previously put South African on the economic map.
New technology
Winemaking is an ancient business with practices predating several thousand years. With new technologies, firms can cut down on costs and significantly improving on quality (Czinkota, Ronkainen & Moffett, 2011). Therefore these brands will enjoy better prices in the market.
Issues affecting the industry
Product pricing
 In the apartheid era, South Africa was hit with sanctions such that the country was not able to trade with another country other than itself. Notably, the situation changed when the apartheid system abolished, and the country achieved their independence. However, instead of on the state focusing on selling their best wines the country delved straight into selling bulk wine which does not have big margins. Therefore, since this period many wine firms have struggled to get good value for their wine in the market, and they end up trading cheaply in the market (Vink, 2013). Currently, farmers who are not able to sell quantity are faced out of the market because they are not able to make a profit.
Climatic conditions
Recently, South Africa started experiencing droughts and water shortages. Water is paramount for the growth and quality of grapes in 2016 the grape harvests fell back 16% compared to the previous year. This means wine production was lower that year hence fewer revenues (Vink, 2013).
No stand out brand
South Africa is proud of its diversity, and as such it has got more than 400 brands of wine. However, this is not necessarily an advantage because none of the brands stands out from the rest. Therefore this does not attract value to its product hence most of its wines sell in the cheap wines category (Vink, 2013).
Recommendations
Being among the top ten wine producers of wine in the world South Africa should take this as an advantage and leverage it to make immense profits. They could do so by reducing the number of brands and investing in some brands in creating international recognition. Consequently, this will push the value of South African wine which in turn will translate to profits for the farmers and the industry as a whole. The plan of action does not bode well to the wine brands that might fall out of the scope because it will force them to join arms with the more prominent brands or be driven out of business due to the lack of demand for their products.
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