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A Short History of the Mainstream California Wine Business, Or

 “Hey Buddy, can you spare two bucks for a bottle of vintage California Merlot?”
· In the 1960s, the volume end of the table wine business was mostly Burgundy, Chablis and Rose, with help from Boone’s Farm and other pop wines. White wine as an aperitif took off in the 1970s.

· Beginning in the early 1980s, Glen Ellen and others revolutionized the popular wine business, transmuting red, white and pink into Cabernet Sauvignon, Chardonnay and White Zinfandel selling in upscale 750 ml bottles finished with a cork.  These wines were a safe evolutionary step in packaging, flavor and price from the red, white and pink that had preceded them.  The wines had more fruit and flavor, but retained a dash or two of sweetness.  At $3.50 per 750 ml, a bottle of Glen Ellen cost about the same as a much bigger jug of wine, but Connie & Conrad Consumer were into the less-but-better mode, at least for alcoholic beverages.  

· As the Baby Boomers entered their prime earning years in the late 1980s, Kendall-Jackson made the next step up with Vintner’s Reserve Chardonnay, full of flavor from coastal grapes, finished with a palate-pleasing hint of fruit sugar.  The price point was $8.00 to $10.00, a charming spot where volume and margins kissed and gave birth to a wonderful stream of profit and a host of imitators.

· Morley Safer launched the red wine tsunami with the “French Paradox” program on the 60 Minutes television show late in 1991.  As the 1990s unfolded and the economy entered an unprecedented hot streak, the economic boom magnified the rising wave of consumer demand.  A well-heeled segment of the population had discovered wine and associated it with good health, good food and an upscale lifestyle.  As these well-educated folks prospered, wine became a part of the good times.  Many consumers continued to trade upscale, buying increasing volumes of wine at $7.00 to $15.00 per bottle. And many even dabbled in the high-end wine market, purchasing occasional bottles for more, sometimes much more, than $20.00.

· The good times ended with the tech-bust in March of 2000.  The hope of a quick return to good times crashed, burned, and exploded on September 11, 2001.  The invasion of Afghanistan and then Iraq, plus the Enron, WorldCom and other corporate scandals fostered insecurity.  And the wine of the hour, emerging from this turmoil, was Charles Shaw.  A steal of wine that brings a smile in uncertain times.  And a hint of sugar that the vast majority of the population likes even if the snobs tell them they are not supposed to.  All of that amazing upward momentum rocketing Connie and Conrad Consumer into the price/quality stratosphere turned and fell like a bomb, dropping past the chic $15 brands, accelerating past the $10 barrier, shooting past the original Kendall-Jackson $8.99, smashing past the historic prices of Glen Ellen, colliding with near physical impossibility at $1.99.

A Short History of The Immediate Future of the Mainstream Wine Business

· The world changed profoundly the day those planes crashed into the World Trade Center and the Pentagon.  The ramifications of this change are still emerging.  But terrorism is likely to be an ongoing reality for Americans.  People will slowly adjust to its presence just as the Israelis have and as the British did during the height of the IRA bombings.  But it will change people’s behavior.  An awareness of death always does.  People are likely to concern themselves less with an uncertain future and more with the present.  They will focus more on family and friends and will seek meaningful experiences more than the accumulation of wealth. Wine will be appreciated less for its role as a status symbol.  But, if we are smart, wine could be appreciated more for its role at family meals, its promotion of social camaraderie and its contribution to romance.  Snobbishness is out, dead, finished; friendliness and fun are in.   Right now, many consumers identify wine with snobbishness.  Those who want wine to prosper had better figure out how to associate it with family, fun, friends and love.

· The economy  is likely to improve.  It may do so slowly, in fits and starts.  But it is likely to get better.  As it does, consumer confidence will improve.  Connie and Conrad will shake off their conservatism and become more experimental.  They will not tolerate the same-old-same-old.  New packages, new flavors, new varieties, new occasions of use, new, new, new or you will be gone, gone, gone.  The old world is gone.  The new Connie and Conrad have only begun to emerge from their protective cocoon.  As they do so, those who give them what they want (and watch those Aussies) are going to own the wine market for a long time.

· Then there is Mike and Millie Millennial, representing the Millennial Generation or those who were under 21 at the dawn of the new millennium.  With five sons in this demographic group, two of whom are in their twenties, I have conducted extensive (and expensive) research at my own dining table with their numerous friends.  Many of these young adults enjoy wine and are willing to spend their limited resources on it.  This is confirmed by a recent study by Merrill Research, commissioned by the Wine Market Council.  Many of the Millennials of both sexes are adopting wine early in adulthood, with a decided preference for red wine.  Although the oldest Millennials are only 23, they already have more core wine drinkers than the preceding Gen-Xers.  And the Millennials are second in population size only to the Baby Boomers. With 70 million of them, the potential is huge if we can deliver the right products and the right presentation.*  

( I am indebted to Paul Leinberger, Sr. VP, Roper ASW, who spoke at the recent WineVision conference, for some ideas in paragraphs one and two.  John Gillespie of the Wine Market Council provided the Merrill Research information.  There is no single standard for the start of the Millennial Generation.  Some researchers include  those born from 1977 onwards and others start as late as 1982 onwards.

Grapes & Wine in Bulk ______________________

It’s a gut-wrenching year to be a grower, especially a grower without a contract.  Mother Nature has been a tiger this year, with rain and wind at bloom, several heat waves, and now rain and high humidity at harvest.  Botrytis, aspergilla, and mildew are all doing their nefarious work in places around the state.  But no matter how troublesome, Ma Nature’s still a pussycat compared with market forces.  Many wineries, battered by an extremely competitive casegood marketplace, have been waiting until the last moment to purchase fruit.  Many growers are caught in a nerve-wracking waiting game.  

We actually have been extremely busy throughout August and have sold several thousand tons of grapes in the last few weeks.  But these many sales are dwarfed by the mountain of grapes still unsold.  During August, we closed more grape and bulk wine sales of Merlot than any other variety.  Chardonnay and Cabernet Sauvignon tied for second, followed by Zinfandel, Syrah, Petite Sirah, Pinot Noir, Sauvignon Blanc, Pinot Grigio and White Riesling.  Unfortunately, except for Merlot and Chardonnay, it seems we still are getting two new listings for every deal we close.      

Nevertheless, it is our suspicion that there is now a serious over-reaction to excess supply just as there was an over-reaction to the shortage a few years ago.  Everyone has grown allergic to inventory.  And almost everyone seems to assume that someone else will make extra wine, that the wine will be in the right style and that the owners will be willing to sell it at bargain prices when they need it.  In the meantime, a short crop keeps getting shorter.  The grape market may well prove in retrospect to have been a bargain compared to the bulk wine market next spring.

We still have bargains available, including deals on grapes, bulk wines, processing, storage, casegoods and trades. We have, in fact, become maestros of grape and wine trades, facilitating over $3,000,000 in trades the last 90 days. 

A list of Merlot, Chardonnay and Pinot Noir grapes available is attached for e-mail subscribers.  Call us for other varieties, or more details.  Also, check www.grapes-wine.com for a complete list of grapes and wines.
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