A Sign of Change, November 2004


There has been no individual or company who more models the modern history of California winemaking, and Napa Valley in particular than has Robert Mondavi and the winery that bears his name. However, the 91-year-old monarch of the Valley and the institution of American wine, is suffering through a second serious crisis in his illustrious career. 


Constellation Brands, one of the largest beverage producers in the world (beer, wine – including Almaden and Ravenswood) has tendered an offer totaling $1.3 billion for the entire winemaking empire of Mondavi. If the offer were accepted, Constellation (of New York) would take control of all of the remaining winemaking assets of the Mondavi’s, including the value and premium lines; the wineries, vineyards, and import activities.  The offer would include an assumption of more than $300 million in Mondavi debt.


This announcement follows a turbulent period for the winery founded in 1966. 


There had been no new facilities built for the production of wine in the Napa Valley since the end of Prohibition during Franklin Roosevelt’s first administration. Wineries that had survived the “Noble Experiment” by producing sacramental wine or shipping grapes East for use by home winemakers, had survived by shifting to high alcohol or jug wines. There was very little effort to produce high-quality wine.


Americans who wanted better wine generally bought Bordeaux. Most Americans consumed beer or soda (and still do). 


Robert Mondavi, returned to family winery following service in World War II, and convinced his father, Cesar, to purchase the Charles Krug winery in Napa Valley. And, while generally dissatisfied with the quality of wine produced by Krug, maintained a working relationship with the family and the winery until a famous physical confrontation with his brother Peter. He left Krug, purchased land (literally across the street from the family concern) and embarked on a nearly 40 year odyssey that has connected the Mondavi name to wines from Europe and South America, and with the most celebrated of American collaborations, Opus One. 


In recent years the operational side of the Mondavi Corporation has been left to sons Michael and Tim. Robert has focused his attention on development of a food and wine center in the city of Napa and on a similar facility at Disneyland. The Disney operation has closed, and the Napa program has yet to see any return on the investment. The Mondavi effort in France (Vichon and in the Rhone region) was costly failures. There has been significant erosion of the Mondavi sales position in the under $15.00 market by new brands. Yellow Tail has seen a nearly 20 fold increase in case sales over the past five years.


The Mondovi’s have suggested that there has been a significant change in the American high-end market as result of the war in Iraq and alterations in the economy. Robert Mondavi, while no longer directly involved in winemaking operations, has placed the blame on wine reviewers and writers, whose preference for particular styles has driven the market away from Mondavi style wines.  


Moreover, differences of opinion regarding both management and winemaking have resulted in both of Robert’s son’s resignation from the company. For the first time in four decades a Mondavi no longer heads Mondavi Wines.


There have been significant layoffs at Mondavi, and there have been announcements of additional job reductions amounting to nearly 1/3 of the entire staff. 


The Mondavi partnership in Chile has been restructured, with the Chilean partner buying out most of the Mondavi investment. 


And, there have been rumors of the Mondavi family (which maintains a majority control of the stock) offering to sell the value wine lines (Woodbridge, etc.) in an effort to renew the premium wine operation.   


The Constellation offer substantially alters that possibility. The Constellation bid is for the entire Mondavi enterprise. They guarantee protection of jobs and that the brand names and quality will not be negatively impacted. They guarantee that Mondavi stockholders will realize a substantial return on their investment. 


The Mondavi family (and their stock shares) will ultimately decide the fate of the winery. There are rumors that Tim and Michael will accept the Constellation bid and will create new premium wineries.


Regardless of the outcome Napa Valley and the face of American wine will never be the same.

