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THE ACCLAIMED AUTHOR OF JUDGMENT OF PARIS EXPLORES THE THRIVING BUSINESS OF BARGAIN WINES.


Is inexpensive wine any good? Award-winning author George M. Taber shows that it is, examining the paths to success of the world’s best-selling bargain brands. Taber helps readers learn to trust their taste and make informed decisions when confronting wine lists, and reveals how innovators are turning the old vin ordinaire into something extraordinaire.


A Toast to Bargain Wines is an accessible mix of history, business, and reference, and includes a two-part guide to the world’s best buys: George’s ten favorite bargains of every varietal (plus two splurges in each category), then ten value brands from twelve regions around the world. Casual wine drinkers and connoisseurs alike will benefit from this insider’s guide to finding and enjoying good wine—at a great price.


[image: image]


“One of today’s finest wine journalists, George Taber once again gets the scoop before it hits the headlines. First it was the Judgment of Paris. Now it’s the news that, amid all the woes of the Great Recession, there’s one thing worth celebrating: more great wines on the market at bargain prices than anyone ever thought imaginable. A Toast to Bargain Wines tells you why—and where to find them.”


—TILAR J. MAZZEO, author of The Widow Clicquot


“A timely, interesting, educational approach to today’s wine picture. This tome is a must-read for wine lovers.”


—MARGRIT MONDAVI,
Vice President of Cultural Affairs at Robert Mondavi Winery


“There’s been a mutiny in the wine world, and for years, George Taber has been camped out in the trenches with the contrarians who have been drinking snobbery under the table. With intimate precision, Taber has woven their stories together into a larger narrative about the demise of conventional wisdom in an industry that has been dominated by dusty elitism for centuries. This book is essential reading for anyone who wants to understand wine’s newly changed landscape—or who simply wants to drink better for less.”


—ROBIN GOLDSTEIN,
author of The Wine Trials and founder of the Center for Sensory
Perception and Behavioral Economics at the Culinary Institute of America
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GEORGE M. TABER’s Judgment of Paris was the 2006 wine book of the year for Britain’s Decanter magazine. His second book, To Cork or Not To Cork, won the Jane Grigson Award from the International Association of Culinary Professionals and was a finalist for the James Beard Foundation Award for best book on wine and spirits and the André Simon Award for best wine book.
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Prière du Vigneron


Mon Dieu, donnez-moi
La santé pour longtemps,
De l’amour de temps en temps
Du boulot pas trop souvent,
Mais du Vin tous l’temps.


Prayer of the Wine Grower


My God, give me
Health for a long time,
Love from time to time
A job not too often
But wine all the time.





Introduction


Every time I open a bottle of wine, I thank my lucky stars that I am living in the golden age of wine. Whether shopping in a local wine store, seeking out the latest offerings on the Internet, or ordering a bottle in a restaurant, I have an incredible array of choices at a wide range of prices. There is a wine for every taste, from sweet to dry, and every wallet, from fat to lean.


Though people have been making wine for some nine thousand years, during most of that period, good wine was produced in a relatively small part of Western Europe, and many people thought that truly great wine came only out of France. Today, however, the wine business has a global reach, and no single country or company can control the market. Large-scale wine production spreads from Cape Horn, South Africa, and New Zealand’s South Island to the north in Britain, where in recent years some interesting sparkling wines have been made. Even Canada is now famous for ice wines. As a result of all this competition, today the consumer is king.


In addition to widespread growth, there has been a dramatic increase in the quality of the wine being produced. A huge difference long existed between the top of the market, the famous French First Growths, and the daily wine drunk by the masses, which the French called vin ordinaire—and it was indeed very ordinary. The chasm, though, has dramatically narrowed in the last generation. British wine critic Jancis Robinson has noted: “The irony is that just as the difference in price between best and worst wines is greater than it has ever been, the difference in quality is narrower than ever before.” Outstanding wines such as Richebourg from Burgundy remain wonderful, but now less expensive Pinot Noirs from Oregon or New Zealand are also very good. Enological knowledge today flows easily from one region to another, and winemakers around the world have adopted best-practices procedures and invested heavily in the latest equipment. That is particularly true in Argentina, Chile, and South Africa.


Elliott Morss, a wine connoisseur and researcher, as well as a former Harvard professor and economist for the International Monetary Fund, in 2010 wrote, “There are people in the world who can actually tell the difference between a Romanée-Conti vintage 1990 and vintage 1991. Amazing! For the wine expert, a good part of the enjoyment in drinking wine is the ability to make such fine distinctions. But the vast majority of people who drink wine (myself included) have difficulty distinguishing between a wine rated 88 and 95 by WS [Wine Spectator].”


During the past few years, a group of young iconoclasts have begun challenging conventional wine wisdom with bold new ideas. They don’t live within the fences that an earlier generation built. They are trashing the rules, breaking the molds, and creating new production models. The innovators that you will meet in these pages are raising fundamental questions about how consumers learn about wine, how people taste, how judges select winning wines, and above all how much consumers should pay. They are changing the wine market in ways never seen before, and the old vin ordinaire is becoming something extraordinaire. These iconoclasts are the driving force behind the movement that is making better wines available to the masses.


I’d like to dedicate this book to the numerous people who have approached me since the 2005 publication of my first wine book, Judgment of Paris, with a simple question: Could you recommend a good wine that costs less than $10?


It’s not as difficult as one might imagine. James T. Lapsley, a professor of wine economics at the University of California–Davis, notes that California produces 60 percent of all the wine consumed in the United States, and half of that sells for less than $5 a bottle. In fact, good $10 bottles are available from all over the world. Critics and consultants, who recommend what wines people should drink, rarely talk or write about them. It’s the greatest story never told.





PART ONE
A Global Business in Turmoil


In the past few decades and without much public attention, the wine business has gone through many seismic shifts. Countries that once ruled the market, such as France, are dramatically losing their share. At the same time, new producers in the United States, Australia, and Chile have dramatically increased the quality of their products and become major international players. There is also a large glut of good wine out there that is likely to be the dominant factor in the business for years to come. All those trends are good news for bargain hunters. Even Queen Elizabeth II, who serves five thousand bottles a year to guests, spends cautiously. Jancis Robinson, a member of the team that advises Her Majesty on wines, writes: “By far the majority of the wines we buy are . . . inexpensive New Zealand Sauvignon Blanc and the most basic red Bordeaux.” A royal favorite is Italy’s Rosso Piceno, which several wineries produce and usually sells for $8 to $10 in the United States.





CHAPTER ONE
Embarrassing Moments in Wine History


In 1863, Englishman Thomas George Shaw published a delightful book entitled Wine, the Vine, and the Cellar that painted an insider’s picture of the British wine trade in the early and mid-nineteenth century. He recounts how, in the 1820s, as a young clerk and salesman for a London port and sherry house, he used to play a trick on the venerated wine tasters who worked alongside him at the docks, where wine arrived from the continent. He would pour two glasses from exactly the same wooden barrel, give them to two tasters, and ask which they thought was better. The men would sample each wine, then try it again and again until they invariably declared that although the two were similar, one glass had “rather more of this or that than the other” and was therefore definitely superior. Shaw wrote, “I kept my own counsel, but was convinced forty years ago, and the conviction remains to this day, that in wine-tasting and wine-talk there is an enormous amount of humbug.”


As the French say, plus ça change, plus c’est la même chose (the more things change, the more they remain the same). So-called wine experts still pour out their views on paper, on the Internet, and anywhere people will listen, and those opinions can determine whether a wine consumer will spend hundreds of dollars on a prized bottle for some special evening. And much of the tasting and talk, then and now, remains humbug.


Blind wine tastings, when people cannot see the brand of the wine they are drinking, are unfailingly honest. They can also be very humbling. When the identity of a wine is unknown, nothing stands between the person’s taste buds and what’s in the glass. The taster is forced to decide whether he or she likes the wine only on the basis of his or her senses. Does the wine taste like some wondrously exotic fruit or does it resemble nondescript sugar water?


Seeing a wine label dangerously prejudices anyone’s opinion. As Jancis Robinson has written, “It is absolutely staggering how important a part the label plays in the business of tasting. If we know that a favorite region, producer, or vintage is coming up, we automatically start relishing it—giving it every benefit of the tasting doubt.” Judges are only human and have their predilections, whether they will admit them or not. That’s why there is no substitute for a blind tasting, where the taster knows little more than the color of the wine and perhaps the grape variety. Michael Broadbent, a famous British taster, admitted, “A sight of the label is worth fifty years’ experience. A cynical truism, for what an impressionable lot we are! Even the most disciplined taster is biased by the mere glimpse of a label, even the shape of the bottle.”


Thomas George Shaw’s tastings at the London docks were not the last instances of people mistaking a wine when they didn’t know its origin. In an oft-repeated anecdote, Britain’s Harry Waugh, a leading wine expert from the 1940s to the 1960s, who traveled the world drinking great wines and writing books about them, was once asked if he had ever mistaken a red Bordeaux, which is made usually with Cabernet Sauvignon grapes, for a red Burgundy, which has only Pinot Noir. His quip answer: “Not since lunch.”
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I was lucky enough to be the only journalist present at one of the most famous cases of wine confusion, which took place in Paris in May 1976. It was an event that Anthony Dias Blue, the American food and wine critic, has called the “most important wine tasting of the [twentieth] century.” The wines being sampled that day were some of the best Chardonnays from Burgundy, such as Bâtard-Montrachet Ramonet-Prudhon and Puligny-Montrachet Les Pucelles Domaine Leflaive, and leading Bordeaux reds, including Château Haut-Brion and Château Mouton Rothschild. The French wines were tasted blind alongside unknown California Chardonnays, including Chalone and David Bruce, as well as Cabernet Sauvignons, such as Mayacamas and Ridge Monte Bello. The judges included some of the world’s most eminent wine experts: sommeliers at prestigious French restaurants, the editor of France’s leading wine magazine, and famous winery owners. But during the tasting, those prestigious judges became totally confused and couldn’t even accurately distinguish which wines were French and which were from California. At the end of the day, they selected a California Chardonnay (Chateau Montelena) and a California Cabernet Sauvignon (Stag’s Leap Wine Cellars) as best in the white and red categories. The Californians were delighted, while the French judges were shocked and suffered the wrath of their compatriots, who condemned them for rendering such an outrageous decision.
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Hardy Rodenstock, a German collector of old bottles of wine, was well known in the 1980s for uncovering wine treasures, although some of those finds later turned out to be fakes that left experts with red faces to match the red wines. Thomas Jefferson had supposedly purchased the most famous of the Rodenstock bottles in the 1780s, when he was the American minister to Paris. Rodenstock wouldn’t reveal how he had uncovered the bottles, saying only that they had been recently discovered in a Paris building that was being demolished. The bottles even had Jefferson’s initials on them. What more proof of authenticity did anyone need?


In December 1985, the billionaire media mogul Malcolm Forbes bought at auction one of the bottles, a 1787 Lafite, for $156,000, which remains the highest price ever paid for a single bottle of wine. Although there were some doubts about the authenticity of the Rodenstock bottles, some of the most famous names in the wine world, such as Robert M. Parker Jr. and Hugh Johnson, were enthusiastic about the wonderful wines. Broadbent, the world’s foremost authority on historic wines, gave them his unofficial stamp of approval by running the auction of Rodenstock’s bottles, implicitly vouching for them. The fight over the authenticity of the wines is still going on in court, but it is now generally believed that they were all fakes. Rodenstock insists the wines are authentic, but skeptics say he most likely put wine of unknown origin and quality into old bottles and passed them off as historic masterpieces. Benjamin Wallace recounted the story of this great wine hoax in The Billionaire’s Vinegar: The Mystery of the World’s Most Expensive Bottle of Wine.


On June 3, 1986, Rodenstock and several top wine experts were at Château Mouton to taste a 1787 bottle of Branne-Mouton, the prior name of the winery. Broadbent sampled it and described it as having a “rich, warm, whole meal, gingery smell.” Going over the top, he said it smelled like “dunked ginger nuts.” Rodenstock said it resembled “lovely coffee.” Jancis Robinson was smitten, calling the wine “the most exciting liquid I ever expect to drink.”


No one in the room voiced any doubts about the authenticity of the 1787 wine, and Broadbent provided the final judgment: “I thought it would be a bit acidic, a bit decayed, but there wasn’t a trace. . . . The wine is genuine. No doubt about it.”


It is now generally believed that Rodenstock had taken in all those experts, and the 1787 Branne-Mouton was a fake.
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E. & J. Gallo is the largest wine company in the world. Its labs in Modesto, California, have been called the best private enology research center. Gallo wines might not rank among the world’s finest, but no one says anything against the expertise and professionalism of the winery’s staff.


In the aftermath of the 2005 hit movie Sideways, Pinot Noir, which the film celebrated, became the hot wine for American consumers. They couldn’t get enough of it, and wineries scrambled to keep up with demand. Gallo’s Red Bicyclette Pinot Noir, which proudly noted on its label that the wine was made with French grapes, cost about $7 and flew off shelves. Between January 2006 and March 2008, Gallo bought 135,334 hectoliters of Pinot Noir from Languedoc-Roussillon, enough for 18 million bottles of wine. Cost: €4 million ($5.2 million).


French wine inspectors, however, began suspecting that something was amiss. The whole region traditionally produced only about 50,000 hectoliters a year, but Gallo was buying nearly three times as much. Moreover, a wine merchant who played a key role in the Gallo purchases was paying just €58 ($87) per hectoliter for Pinot, while the official price was €97 ($145). The cost of other grape varieties at the time, though, was €45 ($68). Experts suspected that Gallo was getting a mix of Merlot or Syrah, although the three types of grape are entirely different. Pinot Noir is delicate and known for its elegance, while Merlot has a medium body and Syrah is big and powerful.


In February 2010, a French court convicted a dozen people of selling fake Pinot Noir wine. The companies received fines ranging from €3,000 ($4,000) to €180,000 ($250,000), and jail terms of between one month and six, which were all suspended. The court said those convicted had illegally pocketed €7 million ($9 million).


Gallo was never accused of being part of the scam, unless you consider it a crime to be unable to taste the difference between Pinot Noir and Merlot or Syrah. Gina Gallo, winemaker and granddaughter of the family, later said, “I haven’t tasted the offending wine that often, and we’re committed to the Languedoc, especially Limoux, as a source of Pinot. But I admit it was something of a disaster.”


Why didn’t the Gallo empire pick up on something in the eighteen million bottles of supposed Pinot Noir? How could all those experts not recognize the difference between Pinot Noir and Merlot or Syrah? In addition, why didn’t one of the millions of Americans who drank the Red Bicyclette Pinot Noir lodge a complaint? A lawyer for one of the condemned French firms attempted to explain the scandal away by saying, “Not a single American consumer complained.”
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There have been many other occasions when people misjudged wines because they didn’t have the comfort of knowing what had been poured into their glass. If the world’s best experts sometimes mix up a rarefied Bordeaux First Growth with pedestrian plonk, how are average consumers supposed to tell them apart? That is not to say that any $5 bottle is just as good as a 2005 Domaine de la Romanée-Conti Montrachet that costs $4,000 a bottle. It isn’t. Yet these incidents raise questions about the professional tasters and other experts who tell average consumers what wines they should drink. Clearly, wine consumers should not be buying a bottle simply because it is expensive or because some famous person says it’s good. People should decide for themselves which wines to drink no matter the price or the pedigree. They may be pleasantly surprised by what they discover.





CHAPTER TWO
Booms, Busts, and Bargains


For the last forty years, the American wine business has been enduring cycles of good times and bad. Prices go up and winemakers are delighted, but consumers are annoyed. Prices go down and the public is happy, but producers complain. There are too many bottles for sale, or not enough. Those conflicting trends play an important role in the wines people drink and what they pay for them.


The person best suited to explain what has been going on and predict what is likely to happen is Jon Fredrikson, the keeper of Napa Valley’s secrets. As the owner, along with his wife, Eileen, of Gomberg, Fredrikson & Associates, a market research and consulting service for the California wine business, he not only has the best information on the wine-market trends but has also worked with wineries at crucial points in their corporate histories.


Early each year, in good times and bad, Fredrikson puts together the definitive report on California wine sales during the previous twelve months. The study is based on insider information that wineries share with him. These are numbers they would not give to the press, public, or maybe even their families, but they provide them to Fredrikson because they know he will not reveal a company’s individual results.


Fredrikson also acts as a confidential advisor to wineries as they develop corporate strategies, especially when they are looking to sell their businesses. For many years, Fredrikson was a member of the private board of advisors for the Winiarski family, owners of Napa’s famed Stag’s Leap Wine Cellars. He helped them work through issues of possible succession, and eventually helped develop the strategy to sell the winery in July 2007 for $185 million to a partnership of Italian wine legend Piero Antinori and Washington’s Chateau Ste. Michelle Wine Estates.


Fredrikson and his wife live in sylvan splendor on bumpy Ware Road in Woodside, California, a retreat for such Silicon Valley legends as Steve Jobs, Gordon Moore, and Larry Ellison, as well as singer Joan Baez and actress Michelle Pfeiffer. The much-feared San Andreas Fault runs right through town. From their deck full of flowers, the Fredriksons look out at the redwoods, oaks, and firs of the Santa Cruz Mountains that separate them from the Pacific Ocean. Walls are decorated with old ads for California wines featuring Hollywood stars such as Orson Welles, Jane Russell, and Lucille Ball, as well as other artifacts of wine history.


In his nearly half century in the California wine business, Fredrikson has seen the good times and the bad: the periods when winemakers could hardly give away their bottles, and also the years of wine mania, when they were forced to allocate stock to consumers and restaurants. He knows about the icon wineries that sell their product for hundreds of dollars a bottle and get breathless attention from press and public, and also the wineries getting little, if any, notice selling inexpensive wines with perhaps high quality but low prestige. Fredrikson watches all of them equally. So when I wanted to get the inside story on what’s been happening in the wine business, I drove down bumpy Ware Road.


As Fredrikson explained to me, the international wine business in recent years has been going through what Charles Dickens would have called the best of times and the worst of times. It is the best of times for wine consumers but the worst of times for many producers, especially for traditional European wineries.


French winemakers, who were once the unchallenged rulers of the global business, have been particularly hard hit in recent years. Local consumption of vin ordinaire has been plummeting since the 1960s because of a shift in their domestic market to beer and nonalcoholic drinks, and because of tough drunk-driving penalties. French wine has also fallen out of favor with many consumers abroad, especially Americans, because many of them have become too expensive and their style is not in sync with new-world drinkers. The most famous Bordeaux wines continue to sell well, but less prestigious French ones are suffering. Some four hundred premium Bordeaux wines are sold for high prices en primeur—before they are even bottled—but there are five thousand wineries in the region and many of them are struggling. The French share of shelf space in American wine shops has also shrunk dramatically in recent years, as merchants make room for wines from Australia, Chile, and Australia. “In one generation,” said Bertrand Praz, purchasing manager of Grand Chais de France, a leading wine exporting company, “we lost twenty to thirty percent of the share of our principal markets.”


At the same time, however, wine prices in the past few decades have been soaring. The production of the world’s great vineyards has not increased that much, but demand has been driving up the cost of the most-sought-after labels. Prized vintages of the most famous wines now top $1,000 a bottle.


This has been due to the influx of new wine consumers, especially the nouveaux riches, first from the United States, then Japan, and more recently China and India. A handful of iconic products such as the First Growths of France and a few international stars like Australia’s Grange, Spain’s Vega Sicilia, Italy’s Sassicaia, and California’s Screaming Eagle sell out almost as soon as they reach the market. In May 1787, when Thomas Jefferson visited the famous Château Haut-Brion vineyard in Bordeaux, few people outside France, Holland, and England bought its wine. The vineyard is only slightly bigger than it was at the end of the seventeenth century, but the market for its wine now stretches from Bordeaux to Beijing. Wealthy wine drinkers are often slaves to conspicuous consumption, a theory that American sociologist and economist Thorstein Veblen developed in the early twentieth century. Some wealthy people, Veblen contended, have so much money that spending hundreds, or even thousands, of dollars for a bottle of wine means little to them. The prestige of drinking the wine or giving it as a gift is all that counts. Most of the world will unfortunately never taste the wines Jefferson drank. At the same time, however, we can enjoy many wines of excellent quality at low prices. Jefferson never had the broad selection that consumers now experience. It’s not such a bad thing that wine prices have soared. Not everyone can afford to drive a Maserati, but that doesn’t mean they have to walk.


People, of course, pay prices for a host of products that bear no relationship to their inherent values. A Rolex Oyster watch can cost more than $10,000, but it doesn’t tell time that much better than a Timex selling for $25. At the peak of the tulip mania in Holland, in February 1637, a tulip bulb sold for ten times the annual salary of a skilled worker. A tulip bulb costing only a few pennies undoubtedly gave someone just as much pleasure when it bloomed.


Some, perhaps many, consumers pay more for wine in expectation that the costly wine must be better. Ernest Gallo, cofounder of California’s E. & J. Gallo Winery, used to recount the lesson he learned in his early days in the wine business on sales trips to New York City in the 1930s. He would offer prospective clients two glasses of the same red wine and tell them that one cost five cents a bottle and the other ten cents a bottle. Gallo said that buyers almost invariably chose the ten-cent one.


Wineries have long been making claims about the superiority of their wines based on the outstanding land where their grapes were grown. Owners trying to get the best possible price for their product have to find something that makes their vineyards unique and thus worth the high prices. What’s special about one wine that makes it different from what is being produced at the winery down the road? The sun is the same; the grapes are often alike; the two winemakers use the same equipment and technology. So why should one bottle cost hundreds of times more than another?


The answer may be found in the ground. Wineries create a cult around their unique soil, or terroir. The practice has been going on for a long time. The top wines of the Roman Empire in the first century came from the Latium and Campania areas south of Rome, and there was even then a pecking order of quality and price. Later the French established their First Growths on the basis of the price for which the wines sold, which in turn was determined by the vineyards. In the 1970s, Beaulieu Vineyard in Napa Valley demanded high prices for its wines when a creative promoter came up with the idea that they were better because of the “Rutherford dust” where the grapes grew. Thomas George Shaw would certainly have called that “humbug.” But it’s a marketing ploy that has paved the road to riches for many small wineries. And the smaller the vineyard, the better. Pomerol’s Château Pétrus has only twelve acres of vineyards and produces about twenty-five thousand bottles a year. Wine enthusiasts around the world are willing to spend whatever it takes to buy just one bottle. That creates scarcity and drives up prices.


The story is dramatically different outside Europe. Spanish conquistadores planted vines in Chile and Argentina in the sixteenth century, and the Dutch started making wine in South Africa in 1659. Winemaking skills also spread to the United States and Australia. Those countries actually had more reliable climates for grape growing and planted vast areas, using all the latest technology. Europeans, though, viewed the newcomers with haughty disdain. André Simon, an Anglo-French wine expert and critic, wrote in 1919, “In the old world, winemaking is an art; in the new world it is an industry.”


Prohibition, which lasted from 1919 to 1933, was devastating for American wine. Consumers in the dry years had switched to cocktails, and wine consumers were largely immigrants who often made their own. Roper Associates, a polling company, did a study showing that drinking wine was considered an “old world custom” for the elderly. The most popular wines were locally produced port, sherry, sauterne, burgundy, and muscatel that bore little resemblance to their European counterparts. Lingering state and city restrictions made it illegal to drink in many places. Alcohol became legal in Kansas only in 1948, Oklahoma in 1959, and Mississippi in 1966. In 1970, thirty-two states still had local prohibition laws.


Wine was drunk in the 1940s and 1950s largely in New York City and only a few isolated cities, such as San Francisco, Chicago, and Miami. The hot wines in the United States during the 1950s were Segesta, a red from Sicily, and Bucalossi, a Chianti in a wicker basket that sold for $8 a case. Mateus and Lancers, imports from Portugal, were just beginning to catch on. Domestic best sellers were Almaden, Paul Masson, and Gallo, plus Mogen David and Manischewitz kosher wines. But in the 1960s, business finally started to pick up. In December 1967, the first shipments of Italy’s Riunite, a sparkling Lambrusco, arrived in New York City, and soon the brand was selling millions of cases a year.


The most important American wine company in those days was E. & J. Gallo, which was on its way to becoming the biggest in the world. Gallo had its headquarters in Modesto in California’s Central Valley, the home of inexpensive bulk wine. Gallo, though, bought lots of premium Napa Valley grapes and blended them with lower-quality wine. Ernest Gallo in those days had a fairly straightforward approach in deciding which wines to make. “I’m not too particularly interested in how deep the color is and how pronounced the bouquet is and how high is the total acid and how low is the sugar,” he once told an interviewer. “To me, is it something I enjoy drinking and want more? If so, then it’s good. And if it’s not, I don’t think it’s good, regardless.”


Two of Gallo’s early successes in table wines were Hearty Burgundy and Chablis, a generic red and a generic white that had no relation to the French wines made with those names. Hearty Burgundy was made with Petite Sirah and Zinfandel grapes, while the Chablis contained French Colombard and Chenin Blanc. The quality, though, was remarkably good, and the wine cost only about $1 for a standard bottle. In 1966, Britain’s Hugh Johnson, one of the first international wine gurus, wrote in his book entitled simply Wine, “Most of the cheap Burgundies of California are simple, clean, dry red wines of at least as high a quality as vin ordinaire in France, and generally higher. In this field the enormous firm of Gallo produces admirable carafe wine for well under a dollar a bottle.” In 1972, a Los Angeles Times wine critic called Hearty Burgundy “the best wine value in the country today.” The price: $1.25. It seems that good inexpensive wine always finds a market.
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On the first working day in January 1970, Jon Fredrikson entered that slowly awakening world of American wine, when he started a job with Joseph E. Seagram & Sons, a Canadian liquor company. Fredrikson had studied economics at Colby College in Maine, had a Fulbright Scholarship in Nicaragua, then earned an MBA at Columbia University before serving in the U.S. Navy during the Vietnam War. After leaving the military in 1969, he went to New York City and landed at Seagram. One of the first things he did was to sign up for the prestigious Grossman Beverage Program, which introduced him to wine. He later took Grossman’s advanced wine course, where he sampled the best European vintages of the 1950s and 1960s. Fredrikson quickly became the wine guy on the financial side of Seagram, which took him to France for more tastings and eventually to Northern California.


A host of big corporations were then moving into America’s wine country to profit from the expected boom that market studies done by Bank of America and Arthur D. Little, a consulting company, promised was about to take place. Wine sales were growing fast, and the reports showed per capita consumption going off the charts. In addition to Seagram, other big companies, such as Nestlé, Coca-Cola, and Pillsbury, began planting vineyards in order to increase production to meet the new demand. Seagram, for example, put in a vineyard in Monterey south of San Francisco. As a sign of the naïveté of the time, the company planted 96 percent red-wine grapes in an area better suited for white varieties.


Jon Fredrikson’s responsibility increased at Seagram as the company’s wine business expanded. While spending more and more time in Northern California, he was also developing a relationship with Eileen Costales, who worked for the upmarket retailer Joseph Magnum as director of operations. Eileen had grown up near Tranquillity, California, on the west side of the rich Central Valley, the daughter of a farmer who cultivated, among other products, Angus cattle and grapes. She left the farm for the University of California at Berkeley, where she got a degree in business administration. Soon the couple was talking about marriage, and Jon began looking for a dream place to live. His quest eventually ended at the end of Ware Road in Woodside. Jon and Eileen were married in June 1977, but it took more than two years to construct their house. They had two children by the time they finally moved, in November 1979.


By the mid-1980s, however, the bloom was off the boom for California’s wine business. The big companies had made excessively optimistic assumptions about the growth of wine consumption and had planted vineyards or signed contracts to buy more grapes than they needed. Soon those corporations were rushing for the exits. Coca-Cola left in 1981, and Seagram brought most of its California staff back to New York City. Fredrikson, though, decided to remain in California and in 1982 resigned from the company. At the time, he didn’t have another job in hand, but he was confident he could find something that would combine his analytical skills in finance and his inside knowledge of the California wine business. When Fredrikson began looking around, he almost immediately focused on Louis R. Gomberg Associates, a market-research company based in San Francisco that specialized in the wine trade. It seemed like a perfect fit.


White-bearded Lou Gomberg was a former lawyer and journalist who published The Gomberg Report, the definitive market-research publication on California wine trends. He also helped put together some of the biggest transactions among wineries, including the 1964 sale of the historic Ingle-nook Winery to United Vintners. Born in Minnesota in 1907, Gomberg had been around California wine since just after Prohibition ended. He knew everyone important in the California trade, and they all respected him. But by then he was in his late seventies, and Fredrikson thought he might be interested in slowing down or selling his business, which needed some technical updating to join the digital age. Gomberg was still writing his newsletters on an antique manual typewriter, crunching his numbers on an antediluvian mechanical calculator, and storing statistics in looseleaf binders. When the young man approached the older one about a sale, Gomberg replied, “I’m not tired of working, so why should I retire?” But later he admitted to Fredrikson that he had been looking for someone “worthy” to take over the business. After a few meetings, Gomberg concluded that Fredrikson was that person and sold him the company in 1983. The founder stayed on for a few months, but Fredrikson was quickly running the business. Small companies have a way of sucking wives into the operation, and Eileen was soon working with Jon collecting data. Jon wrote the first computer program for the Gomberg Report while on a Mexican vacation. Soon after, he changed the name to the Gomberg-Fredrikson Report.


Fredrikson’s timing could have been better. California’s wine business was about to hit its most dire period since Prohibition. After growing steadily through the 1960s, 1970s, and early 1980s, per capita wine consumption in the United States began falling. From 1987 to 1995, it dropped from 2.43 gallons per resident to 1.77 gallons. As a result, there was a glut of unsold wine on the market, a situation made worse by that rush of planting in the 1970s.


Another antialcohol movement, which Maynard Amerine, an influential professor in the wine program at the University of California–Davis, called “neo-Prohibition,” exacerbated the situation. Increased drunk-driving accidents and the belief that wine, beer, and liquor were stepping-stones to other drugs made everything worse. Mothers Against Drunk Driving was founded in 1980 and soon had a strong following. President Ronald Reagan’s wife, Nancy, started a crusade preaching that people should “Just Say No” to both alcohol and drugs. She and Surgeon General C. Everett Koop lumped wine and marijuana together, calling them “gateway drugs” to narcotics, and the Center for Science in the Public Interest pushed the same agenda. Bottled water made its debut, and the drink of choice at business lunches became Perrier with lime.


In October 1975, John De Luca, the former deputy mayor of San Francisco, took over as president of California’s powerful Wine Institute, then largely controlled by Central Valley producers, who made inexpensive wines. Some of his board members, such as Robert Mondavi, argued for fighting the antialcohol campaign with a major public relations initiative that would include endorsements for wine drinking from newsman Walter Cronkite, the most trusted man in America, and Father Theodore Hesburgh, the esteemed president of the University of Notre Dame. De Luca, though, wanted to steer the organization toward a greater role in public policy discussions at both the state and the national level. De Luca eventually won the debate over strategy, and winery owners began making trips to Sacramento and Washington, D.C., to argue that scientific, publicly funded research showed that wine consumed in moderation was healthful. In 1982, a delegation of thirty people, mostly winery owners, went to Washington for a weeklong visit and had meetings with not only the gang of Californians that Ronald Reagan had gathered in the White House but also Republican and Democrat Congressional leaders. The highlight of the trip was a wine tasting in the U.S. State Department.
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The 1982 harvest in California was particularly large, which created a huge oversupply at a time when sales were slipping. Out of the wine glut, though, came new inexpensive wines. Frank Schoonmaker, an East Coast–based importer and author of some of the earliest American wine books, had long been leading a lonely crusade to call wines by the type of grape that went into them, rather than by European names such as Rhine, Burgundy, or Chablis. In 1985, Glen Ellen, a Sonoma County winery, picked up Schoonmaker’s suggestion for its 1983 vintage that was just being bottled and named new products by their grape variety: Chardonnay, Cabernet Sauvignon, or Merlot. The biggest word on the label after the Glen Ellen brand was the name of the grape. The wines sold in standard-size bottles at a suggested retail price of $5 for two bottles. The bottle also had a cork, rather than the screwcap that sealed the bottles of inexpensive jug wines. Glen Ellen’s wines were a classy, attractive product at a great price.


Americans loved the simple concept, especially in Chardonnay form. Glen Ellen enjoyed a quick market hit and a small army of imitators followed its lead, offering similar products at the same price. Whereas in the 1970s, Americans in restaurants might have asked the waiter for a glass of “white wine,” by the mid-1980s they were ordering a glass of “Chardonnay.”


In the spring of 1984, Chalone Vineyard in Monterey County was planning a public stock offering, a brave step in the life of any company, particularly a winery when the grape glut was still causing headaches. While preparing a prospectus, Chalone asked Jon Fredrikson to do some market research that would make the case that sales of premium wines, such as the ones Chalone made, were growing rapidly and had a great future. Realizing that he had to back up such a thesis with solid statistics, Fredrikson asked key wineries to break down their sales by price category.


The resulting document described the American wine market with a clarity not previously available. For starters, Fredrikson divided sales into two major segments: low-cost popular and more expensive premium, which “generally sold at retail prices greater than $7 per 750 ml bottle. Premium-priced table wines are characterized by production in small quantities.” That sector was growing 20 percent annually. Chalone’s argument: “The Company’s wines are sold in this market segment and typically sell at retail prices from $8 to $25 per 750 ml bottle.” Chalone’s shares easily sold out.


Through the late 1980s and early 1990s, baby boomers were reaching their peak income years and had plenty of disposable income. They were also paying more attention to what they were eating and having good wine with good food. As Fredrikson says, “People stopped eating and began dining.”


On November 17, 1991, 60 Minutes provided the stimulus that the American wine business needed to finally get out of the doldrums. The program broadcast one of its long segments on a phenomenon that Dr. Serge Renaud of the University of Bordeaux called the French paradox. It pointed out that although the French eat more rich food such as foie gras, cheese, and duck than Americans, they have much lower levels of heart disease. The explanation for this paradox was that the French also drank large amounts of red wine. If Americans wanted to enjoy the pleasures of French cooking, they had to drink red wine like the French. People in the California wine business still tell of how Americans went rushing out to buy bottles of red wine that Sunday night. The traditional toast “To your health” suddenly had a new meaning. Red wine sales soared, and a small winery named Blackstone that made an inexpensive Merlot went from selling a few thousand cases annually to 412,000 in 2000.


With business now booming, the glut of the 1980s turned into the shortage of the 1990s. Demand for wine was so strong and supplies so short that by the mid-1990s, Robert Mondavi was buying surplus bulk Merlot wine in France for his Woodbridge brand, which sold for less than $5 a bottle.


Jon Fredrikson often says that developments that might take a year in any other field of business require a decade in wine. A new winery could spend ten years buying raw land and planting a vineyard, then making the wine, launching a brand, and finally realizing success. The 1990s were the decade when the California wine business exploded. Americans were feeling flush. They had seen their stocks and homes dramatically increase in value. Some executives were making fortunes at start-up companies in Silicon Valley, not far from Napa Valley. Those people admired the sophistication that wine represented. Robert Mondavi became the poster boy for the wine lifestyle of good food, good art, and of course good wine. Rich people wanted to buy into that by owning a winery. As writer James Con-away wrote in The Far Side of Eden: New Money, Old Land, and the Battle for Napa Valley, a personal wine label for the status conscious had become “the twenty-first-century equivalent of a coat of arms.”


New wineries seemed to be opening every day. The number of California wineries jumped from 807 in 1990 to 1,950 in 2000. One would expect that with all the new wineries prices would stabilize, but they soared. The average price of an acre of vineyard-ready land in Napa County jumped from $35,000 in 1990 to $180,000 in 2000.


Premium wines such as Chalone were no longer the most expensive. Fredrikson created a new ultrapremium category that sold for between $14 and $25 and a luxury one, $25 and above. Both were hot, and the wine press was thick with stories about California’s next cult wine. Merlot was the favorite grape because it was soft and easy to appreciate, even for novices. California during the 1990s also enjoyed a string of outstanding vintages, while France was having a run of bad ones. Even aficionados on the East Coast, who had traditionally looked to Europe for quality wine, began paying as much attention to America’s left coast as they did to Bordeaux’s left bank. Helping feed the frenzy were regular reports on the health benefits of wine. It was the antithesis of neo-Prohibition: if you drank a glass of red wine a day, you would live as long as Methuselah.


Premium-wine prices went higher and higher, especially for low-production brands that got high scores from the most influential critic, Robert M. Parker Jr. Even in poor-quality years such as 1998 and 2000, the worst in a decade, California prices marched ever higher, far outpacing inflation.


“The biggest problem for wineries in the mid-1990s was allocating their limited supplies to customers and restaurants,” says Fredrikson. “Wine-makers didn’t want to offend their loyal customers, but they didn’t have enough product to satisfy everyone who wanted to buy their wine.” Hot brands such as Silver Oak, which under its main label sold only two wines, both Cabernets—a Napa Valley and a Sonoma—allocated customers just six bottles of the Napa Cab the day it went on sale for the first time. Savvy consumers got around the restriction by bringing relatives to join them in line and buy a half dozen. The most popular wineries could charge just about whatever they wanted, and they would still sell out. By the middle of the 1990s, both new wineries and existing ones were planting more and more vineyards to keep up with seemingly endless demand.
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No winery is an island. In this era of easy and relatively inexpensive international transportation as well as global tastes and interconnected markets, a winemaker’s decision in Modesto or Mendoza can have an impact on the price of a wine at a store in Los Angeles or a restaurant in New York City. In the first years of the twenty-first century, the market was being hit by two important new developments: an international economic downturn and a global wine glut.


On the economic front, first came the end of the go-go 1990s and the dot-com bust on Wall Street. Billions of dollars invested in stocks simply melted away, and with them, people’s perception that the world’s new wealth class could drink $100 bottles of Napa Cab every night. The international economic crisis in 2008, the worst downturn since the Great Depression of the 1920s and 1930s, reinforced people’s sense of economic uncertainty. A seismic shift in wine took place almost overnight. Conspicuous consumption was suddenly out of fashion. Wine lovers around the world, though, didn’t stop drinking; they simply dialed down the price they were willing to pay for a bottle. After two heady decades of growth for premium products, those bottles were suddenly gathering dust on store shelves.


At the same time, a global wine glut was occurring in markets all around the world, thanks to record planting in the 1990s. According to the International Organization of Vine and Wine, world wine production in 2009 totaled 268.7 million hectoliters, while global wine consumption was 236.5 million hectoliters. That surplus translates into 359 million cases more wine than the United States consumed in 2009.


The region hit hardest was Europe. Domestic consumption was down one-third in a generation and yet production levels until recently had remained high. The strong euro also pushed export prices higher and hurt sales. Europe’s share of the world wine market fell from some 80 percent in the 1980s to about 60 percent today.


The biggest decline in Europe has been in the old reliable vin ordinaire, because of changing tastes dating back to the 1960s. Higher-quality wines held their markets somewhat better, but they still had to scramble. The French slogan in recent years has been boire moins; boire meilleur (drink less; drink better). Other traditional wine-consuming countries in southern Europe adopted the same attitude. Wine is now more popular in northern European countries such as Sweden, Britain, and Ireland, but the growth there has not made up for sales losses in France, Spain, and Italy.


Europe is unlikely ever to return to its former glory. For years the European Union has been annually producing 150 million more cases of wine than it could sell at home or abroad. For many years, the Europeans turned that surplus into industrial alcohol, including ethanol to be used in automobiles. But in April 2008, the European Community switched the thrust of its wine policy by adopting a plan to pay growers to take 175,000 hectares (432,434 acres) of grapes out of production over a three-year period. Yet even after that, Europe will still be making far more wine than it can sell in the commercial market and will have to resort to unloading the excess in the bulk market at heavily discounted prices.


Australia also has a huge wine surplus. A generation ago, that country saw wine as a product to drive its economy. During the 1980s and 1990s, government policies to increase wine exports stimulated excessive vineyard planting. Soon the country was producing far more wine than it could sell. Australia also suffered from an overly strong currency, caused by the demand, largely from China, for its minerals and other raw materials. That has pushed up the price of all Australian exports, including wine.


At first Australia sold its surplus at home in unlabeled bottles, called clean skins, for about $3. In more recent times, though, the country has sold the excess in the international bulk market—often for less than fifty cents a liter. The head of the country’s Wine Grape Growers Association says that Australia needs to reduce its vineyards by 20,000 hectares (49,421 acres) from the current 177,000 hectares (437,377 acres). Australian wine exports have already dropped 10 percent since the peak in 2006–07.


All the world’s major wine-producing countries are now selling surplus wines at reduced prices, operating in the unregulated and little-known bulk market, where tanker ships of wine are daily bought and sold. Australian companies, for example, ship tankers of wine to Britain, where supermarket chains bottle it and sell it with a house label. Australian wine sold in the United States can go for about seventy cents a liter, even though the U.S. has its own surplus. China has become a major buyer in the bulk market, especially for wines from France and Chile.


The American market has been changing in several ways that help both wineries and consumers by letting them deal directly with each other and reducing the power of distributors. Some 70 percent of the cost of a bottle of wine has traditionally gone to distributors and retailers. The repeal of Prohibition in 1933 required all alcohol sales to go through the three-tier process of producer, distributor, and retailer. The number of distributors has been falling dramatically in recent years, from three thousand in 1999 to about five hundred. During that same period, though, the number of American wineries increased from eighteen hundred to sixty-two hundred. The remaining wholesalers were not interested in selling little-known products from small wineries. They wanted to work with big producers and large volumes.


The system, though, began to break down in May 2005, when the U.S. Supreme Court ruled in Granholm v. Heald that a state could not permit in-state wineries to ship directly to consumers while prohibiting out-of-state ones from doing so. The decision opened the door, at least partly, for consumers to buy directly from wineries, which generally charge lower prices, especially to their wine club members. Wholesalers have attempted to get new legislation passed that would roll back that decision, but so far the ruling stands. This offers an important business opportunity to both wineries and consumers.


The other major development has been the growth of wine sales on the Internet. Wineries with excess production are now selling them at attractively low prices through discount sites such as Lot18, WinesTilSoldOut, and Cinderella Wine. The cost is routinely about half the list price, and the wines include famous brands. Archaic U.S. laws unfortunately forbid the companies from shipping to all states. Internet wine sales are likely to continue growing rapidly.
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Looking back on a half century of wine history and trying to foresee what is likely to happen in the future, a couple of lessons stand out. The first is that this business continues to be a graveyard for large corporations with little experience in wine. Giants such as Coca-Cola, Nestlé, and Pillsbury bought up wineries in the 1970s in expectation of easy and large profits, but a decade later, they were rushing to get out. At the end of 2010, a host of major companies that had entered the field in the boom years were heading for the exits. Australia’s Foster’s, France’s Pernod Ricard and Rémy Cointreau, and America’s Constellation Brands and Brown-Forman were selling off all or part of their wine holdings. The history of the Robert Mondavi Winery, when it blurred its public’s perception by selling both very expensive and bargain wines under the same label, showed that even companies who know the business have trouble when they get too big.
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