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The Australian Competition and Consumer Commission (ACCC) announced on 
8 March 2005 that it would not intervene in the proposed acquisition by 
Foster’s Group Limited (Foster’s) of all the shares in Southcorp Limited (Southcorp). 

The ACCC made its decision on the basis of information provided by Foster’s and 
information arising from its market inquiries. 

The parties 

Foster’s is a publicly listed company with an extensive multi-beverage portfolio 
supplying beer, wine, spirits, cider and non-alcoholic beverages. Foster’s markets its 
range of domestic and international wines through Beringer Blass Wine Estates. 

Southcorp is a publicly listed company. It produces wine across all market segments 
of price and style, and for domestic and export consumption. 

The transaction 

On 14 January 2005, Foster’s announced its intention to acquire all of the remaining 
ordinary shares in Southcorp following its purchase of an 18.8% shareholding from 
Reline Investments Limited. 

Market inquiries 

In reaching its conclusion, the ACCC contacted a number of competitors, customers 
and industry bodies as part of its market inquiries. 

Market definition 

For the purpose of competition analysis in this matter, the ACCC considered that the 
relevant markets were as follows: 

 the production of wine in Australia; and 

 the wholesale supply of bottled wine in Australia. 

Market shares 

Post acquisition, the merged firm would have a market share in wine production of 
approximately 29% by value in Australia, and a market share of 34% by value in the 
production of bottled wine retailed in Australia. 

Competition analysis 

During the course of the ACCC’s investigations, the following possible competition 
issues were considered: 



(i) Market concentration in the production of wine and the wholesale supply 
of bottled wine in Australia 

Foster’s and Southcorp are both large producers of wine in Australia; however, in 
both relevant markets the merged firm’s market share was considerably below the 
market concentration thresholds set out in the Merger guidelines. 

The market for the production of wine in Australia (including domestic and export 
consumption) has a number of large and medium sized wine producers that would be 
likely to constrain the behaviour of the merged firm. The merged firm would have a 
market share in wine production of approximately 28.9% by value in Australia. 

Foster’s and Southcorp are the two leading producers of botted wine retailed in 
Australia. Post acquisition, the merged firm would have a market share in retailed 
bottle wine of approximately 34% by value, and the concentration ratio of the four 
largest firms would be 56% by value in Australia, which is well below the indicative 
threshold of 75%. 

(ii) Removal of a vigorous and effective competitor 

Post acquisition, there will still be a number of multi-national and large to medium 
sized domestic companies, with strong retail brands, to constrain the behaviour of the 
merged firm. 

(iii) The effect of imports 

Presently, imported wines account for a small proportion of retail wine sales in 
Australia, and Australia is in fact a substantial exporter of wine. There were 
suggestions that imports had the potential to constrain Australian producers, 
particularly for cheaper wines, but it was not clear how effective imports were likely 
to be as a constraint.  

(iv) Height of barriers to entry and expansion  

While the ACCC noted that brand reputation and access to a distribution network may 
act as significant barriers to entry, the ACCC considered that consumers tended to 
experiment with different brands and varieties of wine, which allowed producers the 
opportunity to establish new brands or expand existing brands. In this regard, the 
ACCC noted the success of Casella Wines, with its Yellow Tail brand, in the export 
market, particularly in the United States, before its release domestically.  

The ACCC also noted that there appeared to be a significant amount of excess grapes 
as well as access to crushing and wine making, and bottling facilities. 

(v) Existence of countervailing power 

Countervailing power exists when it is possible for a customer to bypass the merged 
entity. The ACCC considered Coles Myer and Woolworths were in a position to 
exercise some degree of countervailing power in the wine industry. 



Acquisition of grapes 

The ACCC also considered the merged firm’s purchasing power for the supply of 
grapes. The ACCC noted that, post-acquisition, there will remain a number of wine 
producers who could act as alternative acquirers of grapes and have an ability to 
constrain the merged firm’s purchasing behaviour.  

Conclusion 

Accordingly, the ACCC considered that the proposed acquisition would be unlikely to 
have the effect of substantially lessening competition. 

 




