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Executive summary

This whitepaper looks at Australia’s beverage industry, covering both the 
non-alcoholic and alcoholic sectors. It outlines market and consumer 
trends, some issues in the market, and an analysis of end-of-packaging-line 
challenges. Finally, it covers how these challenges can be addressed.
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Background

Australia’s beverage industry is extremely competitive, 
which is intensified by private labels, reflecting the 
situation worldwide. A handful of global giants each 
produce many brands, but typically these fall into 
self-contained categories, making “the beverage 
market” not homogenous, rather a collection of 
markets, with many different types of products, 
processes and needs. [1] 

There are two main sectors: 

1. Non-alcoholic: 
• fruit juice, fruit drinks and veggie juices
• bottled water
• carbonated soft drinks 
• cordials
• sports and isotonic drinks
• energy drinks
• iced teas and ready-to-drink coffees
• functional beverages (e.g.: liquid breakfasts, and 

yoghurt-based, health and weight-loss drinks)

2. Alcoholic 
• wine
• beer
• spirits
• cider 
• RTD (ready to drink) pre-mixes 

Australia’s non-alcoholic beverage sector is worth more 
than $8 billion, and employs around 10,000 people [2] [9], 
while the alcoholic portion sits at $10.3 million, and 
employs more than 20,600 people. [3]

Each category (and often each type), of beverage 
has its own unique issues and needs, yet the major 
challenges and macro-economic trends are similar: 

• the global financial crisis (GFC), which hurt 
revenues at the time and whose after-effect has 
increased the need to be competitive, streamlined 
and highly efficient

• changing consumer trends 

• changing distribution channels and 
retailer power [1] [9]

Also, a few suppliers have lost some brand equity. 

Changes to both sectors of the market are similar. 
Another change common to both — and to the food 
and grocery industry more widely — is product safety. 

Manufacturers must meet food safety legislation, 
without letting it impact the process and product flow. 
For this reason, traceability must be achieved over the 
entire chain. [8]

Non-alcoholic beverages

In the five years to 2013-14, revenue in part of 
Australia’s soft drink sector (carbonated, sparkling 
mineral water, sport drinks and energy drinks) grew at a 
weak average yearly rate of just 1.3%. [4] The GFC has 
even stunted growth in bottled water in the same time 
(to just 1.6%), although this is expected to pick up in 
2013-14. [5] 

Other major changes include: [1] [9]

• Changing consumer preferences, with a shift toward 
health-oriented, wellness drinks

• Emergence of niche target segments such as the 
“on-the-go” and “lunch box” markets

• Continually increasing retailer strength and 
decreasing supplier power 

• Strong competition, fuelled by private-label growth 
and product/packaging proliferation

• Multiple sales channels, each with unique 
management requirements, creating a complex 
sales environment

The increasing interest in health and wellness drinks 
is directly related to rising obesity rates; this has 
shaped consumer-purchasing decisions, which, 
in turn, is leading to innovation in the market, with 
manufacturers expanding their offerings of sugar-free, 
low-carbohydrate and reduced-calorie drinks, while 
also adding antioxidants and vitamin and mineral 
fortification. [6]

As lifestyles change and consumer preferences 
develop, manufacturers and brand owners are looking 
to target specific niche segments. This has led to 
the development of “functional beverages”, which 
provide inherent health benefits and/or are fortified with 
concentrated ingredients, vitamins or minerals. In 2012, 
this market was worth $1.6 billion in Australia and New 
Zealand, and is estimated to reach $2.3b in 2017. [9] 

European and North American manufacturers are 
also taking advantage of this market’s remarkable 
growth in recent years, often using Australia as a trial 
market because of its geographical location away from 
Western regions, yet common consumer attitudes 
towards health, nutrition and consumption habits. [10] 
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Because supermarkets stock a wide variety of products 
and brands, and generally have low unit-prices, many 
consumers see them a convenient one-stop-shop. [6] 
Supermarkets are now the leading distribution channel 
for non-alcoholic beverages in Australia. [4] [9] 

Alcoholic beverages

Interestingly, the changes in the alcoholic sector are 
nearly identical: [1] [7] [18]

• Changing consumer preferences

• Continually increasing retailer strength and 
decreasing supplier power 

• Strong competition, fuelled by supermarket own-
label growth and product/packaging proliferation

• Multiple sales channels, each with unique 
management requirements, creating a complex 
sales environment 

• Industry consolidation, compounding the need to 
get bigger to compete 

However, two other change in the alcoholic sector are: 

• Falling beer consumption in mature markets, and 

• Lower entry levels, from a lower cost to get into 
manufacturing wine or beer labels 

In the 10 years from 1991 to 2001, SKU numbers 
in many companies doubled. But in this plethora of 
new products, only 20% were effective, and only 10% 
generated significant revenue. [7]

Retailer-manufacturer competition

So what’s fuelling the growing competition between 
manufacturers and retailers? 

Retailers have been using their powers to set higher 
standards for marketing and operational excellence. 
These often include demands for improved service 
quality and shorter order-to-delivery cycles from 
manufacturers and distributors, which forces 
manufacturers to become more efficient, but has taken 
pricing power away from them. Some manufacturers 
have seen retailer demands for traceability systems as 
too costly. [7] 

Retailers have a direct relationships with end 
consumers, so tend to have a better knowledge of 
consumer behaviour. They have used this knowledge 
effectively with their “private label” brands. Indeed, in 
the 10 years to 2013, the supermarket private label 
wine sector is estimated to have grown from very low 
figures to having more than 10% market share. Part 
of this is the fact they control store shelf space and 
displays, the other major factor is that they are in a 
position to drive sales of their own label because their 
huge range of products gives them much more pricing 
flexibility. [11] [18]

For instance, Woolworths reported that for the first 
half of 2009-10, its own-brand wine sales were the 
biggest growth area of its liquor-retailing business, and 
Wesfarmers has recorded similar growth for its own-
label wine. As of 2010, private label wine accounted for 
8% of wine sold, which was forecast to grow to more 
than 10% by 2013. [11] [12] 

Also, as brand owners, the supermarkets set stringent 
requirements for raw material sourcing, quality, 
packaging and so on, to which other manufacturers 
have to adhere. 

Supermarket

Other channels

Supermarket

Other channels

2003 2013

Growth in supermarket private label wine sector
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Supermarket power  

Australia is a mature market, with one of the world’s 
most concentrated grocery sectors. [16] 

The two major grocery chains — Woolworths and 
Coles — dominate, holding 80% market share of the 
estimated $80 billion industry. (As a comparison, in the 
UK, the two major chains (Tesco and Sainsbury) have 
48%, while the US equivalent is 20%).

Supermarkets are now the leading distribution 
channel for non-alcoholic beverages in Australia [4], so 
manufacturers must meet the supermarket demands 
for product quality, coding and labelling. They are 
also increasingly popular with consumers for alcoholic 
beverages (for the one-stop-shop convenience and 
pricing reasons given earlier). 

Here is their share of the alcoholic beverage 
market: [13] 

1. Woolworths Ltd: as of 2011:
• operated 1,250 liquor outlets and group liquor 

sales (including Australian Leisure and Hospitality 
Group) totalling $5.9 billion

• has 37% share of Australia’s liquor-retailing 
market 

• Outlets: Woolworths Liquor, Cellarmasters, 
Langton’s, Dan Murphy’s, BWS

2. Wesfarmers Limited
• has 21.3% of liquor retailing market share in 

Australia
• Coles has 785 stores (many sell liquor) and 93 

hotels
• Outlets: Liquorland, Vintage Cellars, 1st Choice 

Liquor

3. Metcash
• Australian Liquor Marketers (wholesaler supplying 

15,000 outlets)
• Outlets: Cellarbrations, IGA Liquor, Bottle-O and 

Bottle-O Neighbourhood, Thirsty Camel

4. Hofer IGA (owns Aldi)
• 200+ stores Australia wide, sell liquor

5. Costco
• 3 outlets in Australia, sell liquor

6. Liquor Marketing Group (supports independent 
retailers)
• Bottlemart and Bottlemart Express
• Down Under Cellars
• Harry Brown
• Sip’n Save 

Woolworths Ltd (Woolworths Liquor, 
Cellarmasters, Langton's, Dan Murphy's, BWS)

Wesfarmers (Coles, Liquorland, 
Vintage Cellars, 1st Choice Liquor)

Metcash, Aldi, Costco & independents

Market share of supermarket alcoholic beverage sales
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Opportunities for manufacturers

Market changes in the beverage industry, and indeed, 
even the causes for growing retailer-manufacturer 
competition, are all areas providing manufacturers 
opportunities. [1] [7] [8] 

Operational excellence

Operational excellence in reducing costs and improving 
margins, is a must in areas such as production 
efficiency, lower labour costs and reduced waste. 

Here, technologies such as vision and checkweighing 
are invaluable. 

1. Vision systems: 
• save cost by reducing rework, therefore product 

quality is more reliable
• automate quality to provide objective QA (without 

the potential for human error or subjectivity)
• offer greater transparency throughout the process 

and improved process control
• provide real-time “quality metrics” for OEE data

Typical applications include:
• inspecting the presence, position and formation 

of date codes or barcodes (or other codes)
• validating the presence and position of labels
• checking closures for tamper seals, that caps 

are correct by colour, dimensions are right, 
and so on

• inspecting product for fill levels, product 
content, etc.

• sorting products based on their marking

2. Checkweighing systems

• ensure manufacturers do not give extra product, 
therefore literally give away profits

• conversely, they ensure product volume is not 
below the bottom tolerance

Cost-effective supply chain

Product traceability is vital throughout the supply chain 
— particularly with stringent product safety guidelines. 
But it’s also important to create a supply chain that 
does this cost effectively. 

To be able to efficiently track and trace a product, it 
needs to be coded correctly. An intergrated software 

solution such as iDSnet, automates product coding, 
ensuring the right code is always applied — be it 
date code, batch code, barcode or whichever other 
type of code — and because it’s automated, a PCM 
enables faster product change-overs. Having the 
correct code applied — without the need for rework 
— is critical for lean manufacturing processes, which 
are essential to creating and maintaining a cost-
effective supply chain. 

Improving existing processes

Your existing processes may well hold the key to your 
future growth. Process improvement encompasses a 
wide range of tools, techniques and strategies, including 
lean manufacturing to reduce waste and Six Sigma 
to increase quality. One example is using integrated 
vision technology to help identify issues and stop non-
conforming products from even leaving your facility. [17]

Reduce waste

Reducing waste improves profits, and the answer 
lies in manufacturing processes. By designing cost-
effective and sustainable processes, manufacturers 
can minimise waste while enhancing efficiency and 
reducing energy consumption, ultimately improving 
their bottom line. [17]

Information quality and access 

Being able to gather and analyse reliable and 
timely data about sales, customers and consumers 
allows beverage manufacturers to better manage 
their business — including more efficient inventory 
management.

In the plant, a PCM gives in-depth, real-time visibility 
into each production line, by creating detailed 
production and traceability reports. The web-based 
reporting tool breaks down production reports — by 
primary, carton or pallet, date, line and so on. It also 
gives real-time reports on production efficiency and 
production downtime, so can flag issues before 
they turn into major problems. A PCM can also be 
integrated into business systems, updating real-time 
finished goods into ERP systems. 

Software such as Ignition, allows unlimited web-based 
monitoring and control for an entire facility. It can be 
used to create any-size industrial automated system for 
HMIs, SCADA or MES applications.

http://www.mathews.com.au
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The ability to track inventory properly is critical. 
Accurate product, carton and pallet labelling with use-
by dates and batch numbers, barcodes and so on 
helps to effectively manage a recall if there is ever a 
need. [8] 

Product innovation

Product innovation is essential for beverage 
manufacturers to survive. This means they must 
understand the consumer and quickly identify changes 
in their needs and expectations. To understand the 
customer, they must listen properly. 

Such innovation can be in creating new products (for 
instance, in the ever-expanding functional beverage 
market) or reformulating product or even in packaging. 

Environmentally aware packaging is an example of 
both meeting consumer desires and standing out 
from the crowd. A case in point is Coles brand bottled 
water, which is now made from fully recycled plastic. 
The plastic, “rPET”, is a result of Visy’s R&D into food-
grade plastic recycling. Product labelling describes 
the packaging’s environmental benefits, which has a 
positive spin-off for the retailer. [14]

Another great example of packaging innovation in the 
crowded bottled water market is “Nakd”.  This New 
Zealand product looks like an elegant glass decanter 
and is embossed with Braille. The product name is very 
low key. [15]

While packaging innovation can create shelf appeal, it 
must also meet all coding requirements. 

The right coding technology can help meet all 
compliance regulations, without compromising on 
the product look. For instance, laser coding can 
nonintrusive, and help with overall shelf appeal. 

Carve a niche

Rather than trying to be all things to all consumers, 
carving a niche is often a path to success. 

An example is the beer industry. In 2012, beer 
consumption in Australia slumped to a 50-year low 
and big beer brands suffered a drop in sales; however, 
the micro-breweries filled the gap. That trend has 
continued, and in 2014, Australian beer consumption 
has plummeted to a 70-year low – but the craft beers 
stand strong. Indeed the annual market growth of craft 
beer from 2009-14 was 10.1%. [18] [19]

The boom in craft beers is also driving interest and 
demand for Australian-grown hops, where growers 
are now using the flowers to bring unique and vibrant 
flavours to craft beer. Taking this a step further, 
Melbourne micro-brewery Feral Brewing has developed 
a German-style wheat beer with a very unusual star 
ingredient: watermelon. Exploiting niches opens new 
doors. [17]

Market share of corporate and craft beers

Growth in craft breweries

Lion

CUB

Coopers

Craft beer

Other

Source: ABS, Choice, IBISWorld 

Source: Sydney Morning Herald 
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Conclusion

Australia’s beverage industry has experienced 
internal and external challenges. Changing consumer 
preferences, increasing competition from private 
labels, friction in distribution channels, the global 
financial crisis and end-of-packaging-line challenges 
have all had an impact. Yet this extremely competitive 
market is far from homogenous, rather it’s a collection 
of markets, with many different types of products, 
processes and needs. 

Despite the challenges, opportunities abound for 
alcoholic and non-alcoholic beverage manufacturers 
through creating operational excellence, a cost-effective 
supply chain, recording and having access to quality 
data in real time, reducing waste and constantly 
innovating with products, including carving a niche. 
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http://www.frost.com/prod/servlet/press-release.pag?docid=290128750
http://www.austrade.gov.au/Buy/Australian-Industry-Capability/Food-and-Beverage/default.aspx
http://www.austrade.gov.au/Buy/Australian-Industry-Capability/Food-and-Beverage/default.aspx
http://www.abc.net.au/radionational/linkableblob/4215778/data/major-alcohol-sales-outlets-july-2012-data.pdf
http://www.abc.net.au/radionational/linkableblob/4215778/data/major-alcohol-sales-outlets-july-2012-data.pdf
http://www.packagingnews.com.au/news/coles-solves-australia-s-water-problem
http://www.packagingnews.com.au/news/coles-solves-australia-s-water-problem
http://www.stuartalexander.com.au/aust_grocery_market_woolworths_coles_wholesale.php
http://www.stuartalexander.com.au/aust_grocery_market_woolworths_coles_wholesale.php
http://blog.matthews.com.au/index.php/top-5-strategies-grow-manufacturing-business/
http://blog.matthews.com.au/index.php/top-5-strategies-grow-manufacturing-business/
http://www.ibisworld.com.au/industry/craft-beer-production.html
http://www.ibisworld.com.au/industry/craft-beer-production.html
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About Matthews Australasia

Matthews Australasia, a family business, is Australia’s leading provider 
of intelligent product identification and product-traceability solutions, 
offering inkjet, thermal transfer, laser, label applicators, label print and 
apply systems, RFID, barcode-scanning solutions and machine vision 
inspection. All these solutions can be integrated with Australia’s first 
identification networking and reporting software, iDSnet, winner of 2011 
APPMA Design Award.

Solutions-focused, Matthews helps customers with business efficiencies 
and cost savings by providing production intelligence and increased 
automation.

Matthews’ unmatched solution capability is backed by 24x7 technical 
support and customer service to support all installations across the 
country to give you peace of mind. Streamlining ensures less downtime for 
customers and Matthews’ first-time fix rate is 97%.

No matter what your coding, labelling or data capture application, 
Matthews is the only company in Australia that can provide you with a 
complete range of end-to-end intelligent identification solutions.

To find out more about how Matthews can be of service to you,  
call 1300 CODING (1300 263 464), visit www.matthews.com.au  
or email info@matthews.com.au

http://www.mathews.com.au
http://www.mathews.com.au
http://www.matthews.com.au/
http://www.matthews.com.au
mailto:info@matthews.com.au
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