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Whether you want to know how California's wine personalities really work, why the wine business is such a high-wire act, or how the industry is betting on the future, this book is a must (and fun) read.
Even I, a disdainer of wine literature and ill-disciplined reader in general, found part after part of this work almost physically hard to put down.
Take it from someone who grew up in the industry: if you want a clear, full, and cutting view of the business of wine, you've already opened the right book.
Enjoy!
Don Sebastiani
CEO
Sebastiani Vineyards
There's a common saying in the wine business that to make a small fortune, you need to start with a large one.
It's poignant wisdom in light of the wave of bankruptcies and Winery failures that shook the California wine industry in the early 1990s, taking with it family and individual fortunes both large and small. Back then, a majority of California wineries were spilling more red ink than grape juice and as a result, more than half of the money losers were already in Chapter 11, headed for it, or looking for a buyer to avoid it.
The fact is, a similar shakeout is shaping up for the next few years. Consumption is not growing nearly fast enough to absorb a looming glut that will hammer prices downward. Bad for wineries, good for you if you wait to buy until prices have dropped.
And as with all downturns, there are ways for you to profit by investing (or resisting an investment) in both wines and wineries and their stock. But profiting in this way means being an intelligent investor, and that means knowing about the industry choke points and hot buttons: how the current fouled-up distribution system is changing, how government regulation exerts anticompetitive pressures (but maybe not for long), why there's no substantive industry marketing or research program and how that is likely to hurt wineries and the industry as a whole. Learning about each of these factors will help you handicap any wine investment.
Whether you produce it or consume it, wine is like fine art: you should spend your money on whatever produces the greatest enjoyment. In other words, whether you're in it just for the drinking or you'd also like to own a piece of the action, you need to do it for the love and not the money.
So, what about all those people making small fortunes out of large ones? What could possibly induce people who were presumably smart enough to earn a fortune (or prudent enough to hang on to an inherited one) to blow it on a winery or a vineyard? The same thing that tempts a wine lover to pay $50, $100, $500 whatever it takes for a bottle of wine.
We're talking intoxication here. Not from wine ethanol, but wine ethos. While too much well-aged Bordeaux can certainly render you just as inebriated as a bottle of Gallo's Thunderbird, those who get drunk on the ethos are intoxicated with the romance and lore of wine: vineyards, viticulture, enology and their people, history, culture, and landscape.
Then there are the two-hundred-plus peer-reviewed scientific papers published in the world's greatest medical journals that unanimously agree the stuff's actually good for you if you don't drink too much or too little.
It's no accident that Bacchus was a big-time Greek god, and that there is hardly a book in either the Christian or Hebrew scriptures that fails to contain at least one glowing reference to wine. Contrary to the anti-alcohol dogma of many Protestant pulpits, almost every reference to wine in the Bible is positive, with the rest being the laudable condemnation of excess.
No wonder, then, that wine has a unique ability to seduce us out of our money. But smart wine lovers can profit from the secrets of the successful and from the expensive wisdom of those who learned things the hard way. In the following pages you'll learn how to use the industry's very woes to save money buying wine to drink, and how to invest intelligently in wine and wineries, if simply drinking it doesn't satisfy your yearning to connect.
Along the way, you'll travel over vast expanses of international intrigue and back-stabbing, envy, lust, gluttony, greed, sloth, pride, wrath, blood feuds, sharp business practices, fraud, felony, deceit, high finance, low-dealing, power games, and ego trips.
That's an enormous amount of turmoil for an industry which in its $18 billion nationwide entirety is smaller than most individual companies in the Fortune 100.
Most people see wine as a very high-profile, glamorous product, followed by fanatical troops of jargon-spouting acolytes and debated with the same sort of contention and intensity as the latest, hottest technology product. But despite all this prominence and complexity, the wine industry is a dinky little business sector a little bit like food, a lot like entertainment, and a whole lot like agribusiness, with high costs, relatively low returns, a stagnant market, a fanatical group of neo-Prohibitionist enemies, and punitive government regulation. It experiences wild swings in prices caused by the weather, agricultural pests and diseases, foreign competition, unpredictable taxation, and fickle consumer tastes. The industry is led by a disorganized group of competing trade organizations, some headed by blood enemies frequently resulting in fractured and ineffective leadership.
All of this enormously complicates the task of extracting a profit from wine. And even the most profitable wine businesspeople retain mere crumbs compared to the most successful in technology, food, entertainment, or agribusiness.
To put things in perspective: the entire American wine industry, all of the salaries, all of the retail wine sales, all of the commissions and distributor markups, all of the grapes, all of the sales of fertilizers and grapevines and trellis materials to the vineyards, all of the corks and bottles and labels and bottling lines and grape crushers, indeed, every cent spent or earned between the dirt and your lips adds up to less than half the gross yearly revenues of Hewlett-Packard, just one successful technology company, which had gross revenues of about $43 billion in fiscal year 1997.
In contrast, the nation's largest wine trade organization, the Wine Institute of California, says that the total retail sales of all wine in the U.S., foreign and domestic, amounted to $18 billion in calendar year 1996.
You can gain another perspective by looking at the market value of publicly traded stocks. The largest wine, beer, or spirits company is Anheuser-Busch at $20.4 billion. Brown-Forman (which owns Fetzer wines but makes most of its income from bourbon and other distilled spirits) comes in second at $19.7 billion. Canandaigua Brands (once a wine company which diversified into beer and spirits) weighs in at $938 million, and the Robert Mondavi Winery at $808 million the highest valued wine-only stock. Seagram doesn't really count because it's primarily an entertainment and spirits company which, in mid-1998, was contemplating the spinoff of its wine units into a separate company.
Compare those numbers with the most valuable companies in technology (IBM, $99.8 billion), entertainment (Disney, $57 billion), or agribusiness (Kellogg, $18.3 billion).
But even if you're the richest man in the wine business (Ernest Gallo), you're not as wealthy as those in other industries. Gallo was the only wine magnate included in Forbes magazine's 1997 survey of the richest four hundred people in America, and he barely made the list, tied with twenty others at number 370 and valued at $500 million. That's a far cry from Bill Gates ($40 billion), Warren Buffett ($21 billion), or any others in the top twenty, each of whom is worth $5 billion or more. What's more, it took Ernest Gallo half a century to attain this lofty position, while the founders of Yahoo! became billionaires in less than five years. Clearly, if making money is your goal either as an investor or a producer you should not depend on wine to do it for you.
California wines account for approximately three of every four bottles of all wine consumed in the United States. Of all the wine produced in the United States, more than ninety percent comes from California, employing 112,000 people year-round and another 40,000 to 50,000 seasonal workers during harvest. Hewlett-Packard also employs about 112,000 people (no seasonal workers), underscoring the labor-intensive nature of wine and the resulting difficulty in getting a decent return on investment.
Indeed, of all the public wine and wine-related stocks, none had outperformed the Standard & Poor's 500 Index over the five years ending in mid-1998. For the last year only, just Beringer and Canandaigua managed to beat the S&P 500.
I used Hewlett-Packard as a comparison partly because technology stock captivates people both users and investors with much of the same intensity as wine. Wine and technology are similar in many other ways. Both kinds of companies make products that are poorly understood by most consumers. Each has developed a fanatical cadre of geeks and jargon-meisters who heap disdain upon the less knowledgeable (an act that further alienates potential new customers), and both are capital-intensive businesses centered around a technical genius (winemaker, programmer, engineer). The wine and technology sectors have experienced breakdowns in the traditional three-tier sales system (manufacturer, distributor, retailer) and have turned to direct sales as alternatives.
But there are significant differences as well, differences that potential investors must always keep in mind.
Most significantly, nobody really needs wine. You don't use it to get your work done. It won't do spreadsheets or Windows. It won't balance your checkbook (in fact, it can unbalance it if you're not careful).
You can sell and ship a PC to anyone, anywhere in the U.S., but not a bottle of wine. Imagine where Dell Computer would be in the stock rankings if, like a winery, it could legally ship PCs only to thirteen states, and not even the ones with the most people!
Technology in the U.S. is not regulated by the government much more strictly than most other business. Wine, beer, and spirits, on the other hand, are punitively regulated according to a patchwork of irrational, antediluvian laws enforced by the federal government and fifty different states, all of which vary from one another.
Other than the Unabomber, technology has few fanatical, drooling natural enemies. But aligned against all forms of alcoholic beverages is a legion of neoProhibitionists: true believers composed of government bureaucrats, religious and so-called public interest groups, junk-science practitioners, and other sometimes well-meaning people who are playing with half a deck of facts and a ton of emotionally vested interests. Some of these are funded by your tax dollars, others by well-heeled foundations. But on an annual basis, they spend a sum several times larger than the annual revenues of the largest public winery, telling people not to drink any alcohol at all.
And despite a huge and conclusive body of recent medical studies that unanimously agree that people who drink alcohol in moderation live longer, healthier lives than either abstainers or heavy drinkers, the neoProhibitionist movement carries a lot of weight in government at every level: in city councils, state legislatures, Congress, and the associated bureaucracies. Every year, the true believers in abstinence propose new taxes, restrictions on sales, and other measures designed to eliminate alcohol consumption. They do this, and are given careful consideration by government officials, despite proof that the measures they advocate do not prevent or decrease alcohol abuse, but merely serve to drive away the 92 percent of people who drink moderately, while the truly addicted continue to abuse no matter how expensive or difficult it is.
Technology and wine companies are different in one more respect. While technology firms, especially manufacturers of personal computers, have come a very long way in the past fifteen years toward making products easier to understand and use for the average consumer, wine is still dominated by geek-speaking gurus who describe wine as "round" with a smell like "old tobacco pouches left out in the Tuscan rain."
Technology companies were once very primitive when it came to marketing, but they quickly learned that just because you had a superior product didn't mean the world would beat down your doors with bales of $100 bills.
Wineries, for the most part, are still where technology companies were twenty years ago. Back in 1988, I wrote a piece for an industry newsletter, The Wine Investor, in which I said that to avoid becoming an endangered beverage species, wine needed to be demystified; promoted as an everyday beverage that ought to be consumed with frozen dinners, tuna casserole, and fast-food burgers.
The industry yawned then, and it still yawns as it continues to ignore the recommendations of numerous industry groups and studies that say the same thing. The Wine Market Council, formed to study and perhaps to do something about industry promotion, is ignored by most of the industry as it continually urges vintners to stop preaching to the converted and promote wine beyond the core drinker. As of mid-1998, the Wine Market Council thinks it may have received approval for a modest campaign to test some TV commercials, but even that remains doubtful. Meanwhile, the total amount of money the industry spends on advertising, adjusted for inflation, continues to drop.
The vital need for promotion brings us back to the technology comparison. Technology markets are growing sometimes exponentially. Wine, on the other hand, is a stagnant market that faces a steady decline in per capita consumption. While the mid- to late 1990s saw record winery profits, those came more from increased prices than consumption. Higher prices were possible then because there were shortages of American (primarily California) wine.
But a bumper harvest in 1997 along with thousands of acres of new vineyards means that unless something is done to increase consumption, the coming five years will probably see a crash in wine prices and a resulting fall in the profit pictures of all but the most prescient wineries. The grim outlook for American wineries is aggravated by the increased market share of imported wines, especially Chilean and French, which are growing six times faster at the affordable ($5 to $10 per bottle) end of the spectrum. As domestic wineries try to drop prices to match increased production, they are likely to find that they cannot regain the ground they lost when they priced themselves out of this market segment in the mid-1990s.
In fact, when you compare the wine industry to technology or other companies, the biggest are not as big, the richest are not as rich, the returns not as fat, and the opportunities not as great. But there are ways for you to profit for both your pocketbook and palate. And for the end user with a wineglass, the actual operation of the product beats anything you can do with a computer.
THE CENTURY IS ABOUT TO TURN, AND AN OVERSUPPLY OF grapes and wine is causing prices and profits to plummet. Consumption is declining; depending upon which set of numbers you look at, the market is either stagnant or shrinking.
A strengthening anti-alcohol movement wants nothing less than total prohibition. Strapped for cash and spurred on by the anti-alcohol forces, Congress and other governmental bodies at every level are considering new taxes on all beverages containing alcohol.
New grapevine pests are marching through vineyards, threatening to wipe out entire vineyards, maybe an entire industry. Rising interest rates are starting to hammer wineries and vineyard owners who borrowed heavily to finance their expansion. After several years of economic good times, the wine economy seems headed for a downturn.
Welcome to the 1890s.
In the last decade of the last century, railroad baron Leland Stanford poured more than $10 million ($350 million in 1998 dollars) into the creation of the world's largest vineyard. If Villa Ranch were in operation today, at nearly 4,000 acres it would still rank as California's largest single vineyard.
Stanford, a founder of the Central Pacific Railroad (and the guy who actually hammered in the golden spike when East met West at Promontory Point, Utah, in 1869), was a giant when being part of the West meant doing things in a really big way. But even such a visionary met his downfall when he got into the wine business, and Villa Ranch was a mammoth undertaking.
The vineyards were part of a larger 59,000-acre ranch located in the hot, dusty outlands of California's Tehama County, some 130 miles north of Sacramento. At a time when westerners killed one another over water, Stanford used his immense wealth to acquire prodigious water rights for the ranch and built an elaborate system of canals and aqueducts to quench the thirst of the huge vineyard and its massive fruit orchards, cattle herds, and, of course, people.
To handle the grapes from the world's largest vineyard required the world's largest winery, which Stanford dutifully constructed, complete with newfangled incandescent electric lights and a power generation station to keep them shining. He had a railroad line built to the ranch so he could travel there in his private train car.
Money being no object, Stanford hired one of California's most respected vineyard and winery managers to handle the whole operation: Captain Hamden W. McIntyre. The former sea captain had already made his enological reputation as a key manager for Napa Valley wine pioneer Gustave Niebaum, whose Inglenook winery became one of the world's best. (Today it is regaining that reputation under the ownership of film producer Francis Ford Coppola).
Like most winery owners, then as now, Stanford held high hopes for his operation. He wanted Vitia Ranch to produce table wines to rival the best of Europe, thus becoming a money machine whose sole use would be to endow the operations of Stanford University, named after his son Leland, Jr., who had died during one of the family's European vacations. But despite lavishing Villa Ranch with astounding financing and hiring the brightest and best minds of the era, Stanford was in for an education of his own.
The climate of Tehama County was too hot to grow fine wine grapes, so he took to making brandy. But a burgeoning prohibition movement and an oversupply of brandy knocked the legs out from under the selling price. An economic depression further curtailed consumption to the point that grape growers who had been selling their fruit to wineries for $14 per ton were suddenly unable to get more than 56they were forced to sell below their cost. Despite this grim situation, Congress yielded to prohibitionist sentiments and enacted higher taxes on alcohol, making the situation even worse.
Faced with a shrinking market and plummeting prices, by 1891 the storage cellars at Villa Ranch swelled with more than 1.2 million gallons of wine and a million gallons of brandy, an inventory so large that its sheer potential for being brought to market helped depress prices further.
Stanford's company tried desperately to mitigate the disaster by exporting, and found limited success in Calcutta and Shanghai, but the amounts were too small to make a difference.
Then, as if prohibition, depression, oversupply, higher taxes, and falling prices weren't enough, a mysterious disease began to kill grapevines. Although it was never formally diagnosed, historians believe that a root louse called Phylloxera devastated the vines at Villa Ranch.
Had Leland Stanford devoted to his wine venture the same keen sense of business he had shown with the Central Pacific Railroad, he would never have pledged such enormous amounts of money to it. But the intoxication of wine's culture blinded even this rational and successful man to the reality of the world outside, a reality that consisted of:
- Decreased consumption
- Economic uncertainty
- Oversupply
- Falling prices
- Prohibitionists
- Vineyard diseases
- A lackluster export market
You might wonder why a successful industrialist such as Stanford or one of his advisers didn't see all this coming. On the other hand, with the same seven deadly afflictions coming together in the final years of this century, you could ask the same thing of today's successful vintners and growers, who seem giddy with a conviction that the good times are here to stay. Welcome to the 1990s.
It's as if the collective consciousness of the wine industry has contracted Alzheimer's disease. There's no short-term memory of the lean times of the early 1990s, when most wineries were losing money and a record number were in bankruptcy proceedings. And there's definitely no long-term recognition of the historical disasters of the 1890s. There exists effective medicine for the current ills, just as there did a century ago. Unfortunately, the patient simply doesn't think he's sick.
Consumption is the key. Consumption is the ultimate arbiter of success or failure for any product. No matter how talented or canny management may be, there is no chance for economic success without demand. And as measured by consumption, the wine industry in the final days of the twentieth century is in sick bay.
According to statistics from the Wine Institute, wine consumption in the United States never exceeded a gallon per person until the mid-1960s. Wine was not then, nor is it today, a mainstream beverage. Until the 1950s wine in the U.S. was consumed mainly by the elite (expensive French imports), immigrant families (homemade or inexpensive domestic table wines), or skid-row alcoholics (high alcohol-fortified wines such as Gallo's Thunderbird).
The situation began to change in the 1960s when the Baby Boomer generation, then in their college years, found themselves enticed by fruity, sweet "pop" wines such as Boone's Farm, Ripple, and other beer substitutes. This generation continues to be the bulwark of today's wine consumer, a potential sales problem for wineries because younger consumers, the so-called Generation X, tend to prefer beer and spirits to wine.
Unfortunately, wine remains a marginalized beverage. Only about three-fifths of Americans drink any form of alcoholic beverage at all. Only one to two percent of the total population prefer wine to beer and spirits. In addition, a small group of core wine drinkers accounts for most of the consumption: in the U.S., only 11 percent of those preferring wine consume 88 percent of all wine.
The consumption side offers some sobering numbers. According to the Wine Institute, total U.S. wine consumption peaked in 1986. The Wine Institute statistics say Americans consumed a record 587 million gallons of wine that year, and table wines (a category that excludes sparkling and dessert wines as well as coolers and vermouth) also set a record at 487 million gallons. Not surprisingly, per capita consumption hit its all-time high of 2.43 gallons.
Consumption then went into a tailspin, dropping to 1.74 gallons per capita by 1993, when total U.S. wine consumption bottomed out at 449 million gallons, a level that resembled the late 1970s and early 1980s.
By comparison, per capita consumption exceeds 15 gallons per year in France and Luxembourg (which have the highest life expectancies in Europe), as well as Italy and Portugal.
This is the sort of pitiful market growth that would have investors in any other industry flooding their brokers with sell orders. Imagine what tech stock prices would be like if personal computer sales were the same today as they had been almost two decades ago?
The downward spiral of table wine consumption might very well have continued if not for a lucky accident. In November 1991 the CBS news magazine "60 Minutes" broadcast an episode on the so-called French Paradox. It was the first major journalistic piece exploring the reasons why the French have the longest life spans in Europe (on average four years longer than Americans) despite their less-than-healthy lifestyle, which includes smoking clouds of Gauloise cigarettes, a diet filled with pate and other fatty foods, and an allergic reaction to StairMasters and other exercise. The reason, according to the medical research, was their habit of drinking wine in moderation with meals. The CBS program revealed that research published in such journals as The Lancet, The Journal of the American Medical Association, British Medical Journal, and other equally respectable, peer-reviewed publications was unanimous in their conclusions that Americans and other people (not just the French) who consumed alcohol in moderation would live longer than either abstainers or heavy drinkers. The program and subsequent articles further revealed that this issue was far better documented with solid research than many other public health issues.
While this had the neo-Prohibitionists gnashing their teeth, sales of moderately priced red table wines increased as much as thirty percent in the next sixty days, causing shortages and resulting in well-known brands like Gallo's Hearty Burgundy being placed on allocation.
The resulting increase in consumer demand has helped wine consumption recover, although not to its mid-eighties peak. The Wine Institute says that per capita consumption reached 1.95 gallons in 1997, or 523 million gallons total and 462 million gallons of table wine. This is a per capita consumption approximately equal to that of 1978 and a total wine consumption comparable to 1983. It's clear that the industry will be well into the next millennium before it can match the glory days of the mid-1980s, and that consumption lag is not good news for an industry trying to outrun an impending glut.
Neither are recent supermarket wine sales data from Information Resources Inc., which show that for the 52-week period ending June 21, 1998, total table wine sales volume increased 4.2 percent, while prices rose 10.6 percent versus the previous year. In other words, prices climbed two and a half times faster than the increase in consumption.
The Robert Mondavi Winery, for example, reported that its 1997 supermarket sales grew only 2 percent by volume and 11 percent in dollars. What's more, domestic wines increased only 3 percent, while imports shot up 14.8 percent. Imports now have about 14 percent of the total market, up from 9 percent in 1995.
Despite several disorganized attempts to capitalize on the French Paradox, the U.S. wine industry has yet to stabilize itself and still looks to glory days that are more than a decade old.
The good news is that most California wineries have reported record sales and profits, in 1996 and 1997, mostly due to increases in prices that were enabled by wine shortages. The best news for the wine industry is that both total wine sales and per capita consumption are on an upward trend and perhaps, early in the next century, may equal or exceed the glory days of the mid-1980s.
Improving sales and profits, meanwhile, have distracted the wine industry from mixed signals coming from the marketplace.
The phenomenon of increasing revenues at a time of decreasing volume for U.S. wines reflects a fundamental weakness in the market which U.S. wineries have ignored. They are blinded by higher profits resulting solely from their ability to increase prices due to a shortage of domestic wine grapes, a shortage that ended with the bumper 1997 harvest. While the effects of El Nino's rains are still uncertain in the summer of 1998, even a less-than-record harvest in California is unlikely to change the oversupply situation. This is because there are still millions of gallons of French and South African wine that can be sold into the U.S. market, along with thousands of acres of new vineyards that have begun to produce.
Wineries are ignoring the dark side of their situation, namely that their price increases have meant they have lost market share to imports. Further, the shortage that allowed them to increase prices has ended, and in the next two or three years, when they have to drop prices to compete, they will find that they have permanently lost consumers who are now loyal to imported brands.
Unless the wine industry manages to work itself out of its denial and begins to undertake substantive marketing and promotional activities, it is likely that this time period will be seen as the beginning of a serious downturn for U.S. wineries.
Industry analysts are unanimous that the 1997 bumper harvest and thousands of new acres of vineyards that are coming into production means that the next five years will see decreases in the prices for most popular priced (under $15) varietal wines - Merlot, Chardonnay, Cabernet Sauvignon - due to larger harvests, increased vineyard acreage which should start producing in commercial quantifies, and the influx of high-quality imported bulk and bottled wine. While there may be some temporary shortages of grapes for expensive wines, ($15 and up) it is important to recognize that this is a very small part of the market: government and private research shows that 83 percent of all wine sold in the U.S. costs less than $10 per 750m1 bottle or equivalent.
This will bring good news to most consumers as prices begin to drop. More affordable prices could help increase consumption unless the neo-Prohibitionist movement resurges to the levels of the 1980s. By summer 1998, grocery store prices in California had already begun to show dramatic competition in the less-than $10 range with drops of two and three dollars per bottle.
On the other hand, if prices drop over the next three years at the same rate that they increased over the past three years, then it is unlikely that consumption can increase fast enough to maintain winery revenues and profits.
WINE TASTES GOOD. IT ENHANCES FOOD, PROVOKES CONVERSATION, and warms every gathering of family and friends where it is served. For thousands of years, the benefits of wine in moderation have been well-known by nearly every civilization. Even modern medical science has blessed its life-prolonging properties. So, given all this, why don't people drink more wine?
Mostly because the wine industry doesn't try very hard to sell it.
Each year, the wine industry spends less and less advertising its product. It fosters an image of snobbism, mystery, and formality that many consumers find off-putting. The situation is further complicated by the industry's failure to capitalize upon the scientific research proving the benefits of moderate alcohol consumption.
While the National Institute on Alcohol Abuse and Alcoholism says that five to seven percent of the population cannot drink alcohol in moderation and should not drink at all, the industry has failed to make the point that moderate daily wine consumption is a good personal health decision for the remaining 93 percent.
Finally, vacillation and bitter squabbling among the major wine industry trade associations has prevented the industry from launching a generic marketing campaign such as the hugely successful ones for milk (Got Milk?), pork (the Other White Meat), beef (It's What's for Dinner), or eggs (the Incredible, Edible Egg).
Despite all evidence to the contrary, the prevailing opinion in the wine business is that if you make it, people will drink it. It's as if winemakers and sellers think they are somehow exempt from all sales and marketing factors that govern every other area of commerce. In conversations with vintner after vintner, I have come away with the impression that trying too hard to sell one's wine is somehow unseemly; one must somehow make it to the top without breaking a sweat. The ultimate success, they seem to believe, is to be found in the handful of mostly small winemakers who make a few thousand cases each year and have to beat buyers off with a grape stake, allocating a few bottles or cases of each vintage to loyal fanatics who wait patiently for years to move up the waiting list. These vintners go to extreme lengths to become unreachable, getting unlisted numbers and removing any signage from the winery property to hide from the great unwashed and unanointed.
Wine, most American winemakers think, is a privilege they bestow on civilization. The thought of having to ask someone to buy it is demeaning. This is a critical reason why wine is an increasingly marginalized beverage in America, preferred by fewer than a third of those who consume alcoholic beverages.
The industry's pitiful advertising efforts only aggravate the situation.
In 1991, all wine industry advertising in all media totaled $92 million, according to U.S. Wine Stats, an industry think tank. Adjusted for inflation, that dropped to $60 million by 1995. By comparison, Pepsico spent $1.3 billion on ads in 1995, Anheuser-Busch $577 million, and Coors $205 million. When an entire industry can't muster as much advertising as a single brand in a competing sector, you know it has a problem.
This is because wine must compete as a beverage not only with beer and spirits, but also with nonalcoholic beverages such as coffee, tea, soft drinks, and bottled water. Small wonder, then, that when most Americans think of something to drink, wine's not at the top of their list.
Of the 268 million people in the United States, there are only eleven million that the Wine Market Council defines as "core" wine drinkers, who drink wine at least two or three times per month. That's the main constituency, and things only get worse: just 9 percent of core drinkers consume wine daily; another 49 percent consume "a few times a week"; and 42 percent consume only once a week. But wine consumption is so low in the U.S. that these people account for 88 percent of all wine consumed.
Vintners talk fondly about making wine an American mealtime tradition, as it is in Europe, but the stark reality is that only about one million Americans come even close to this rosy fantasy. For the optimists, the good news is that there is ample room for improvement, if deep-seated American prejudices about wine can be overcome.
Next to the industry's lack of effort to better its market share, the greatest barrier to increased wine consumption is wine's snobby image.
Having reasoned that core wine drinkers are consuming all they're likely to, the Wine Market Council believes the greatest opportunity will be found among the twenty-one million Americans they term "marginal" wine drinkers, who drink wine once every two or three months.
Not surprisingly, the WMC's research indicates that marginal wine drinkers see wine as formal, mysterious, and intimidating. That's why they tend to save their wine consumption for restaurants, parties, and special occasions.
The formality of wine's mass appeal was firmly cemented in the seventies by the rumbling baritone of Orson Welles, who intoned in TV commercials that "We will sell no wine before its time." This slogan was intended to convey an emphasis on quality, but the impression most American consumers got instead was that wine could only be enjoyed when it "was time." While Bud and Coke are for anytime, wine has a special time only most people don't want to be hassled with finding out when that might be.
A key reason that consumers of all sorts even many core wine drinkers are mystified by wine is because they are bombarded by wine writers and wineries who spend enormous amounts of time using unfathomable terminology. Consumers are told that they must learn arcane rules about which wine goes with which food and occasion, what vintages are ready to be drunk, which wines need which stemware. These writers convey the false impression that wine needs to be "understood" before it can be enjoyed.
Take the Public Broadcasting television series "Wine 101." The title of the program is intimidating by itself, implying that one needs a college course to enjoy wine. It reveals the elitist hidden within even those who profess to be egalitarian.
During a segment on appellations, Carolyn Wente of the Wente Vineyards explained that some areas with cooler climates produce wines "with a higher acid balance, but still a lot of backbone. . . ."
Acid balance? Backbone? It's meaningless nonsense for all but wine geeks. Unfortunately, this sort of jargon is easy to find. On a page of tasting notes selected at random from Wine Spectator magazine, I found a wine described as "young, supple, lean and trim." That could just as easily describe the latest Hollywood hard-bodies. On the very same page, a Cabernet was described as "broad-shouldered, dense and tannic." The same could be said of most defensive tackles or nightclub bouncers. And what could "smooth and seductive" describe: a gigolo or politician?
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