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Introduction


There has been much discussion in wine publications, at gatherings of wine professionals, and certainly amongst customers, that the price of a bottle of wine has become too high for the average individual. There is also the belief that wine prices are not driven by traditional economic forces, but rather by the greed of producers who view wine consumers in the same light as did P.T. Barnum, in that ‘suckers are born every minute.’  


While we cannot deny that the cost for most fine wine has jumped disproportionately with inflation, any wine consumer can still find real bargains on the shelves of Sterling or almost any other wine shop. And, while it would be easy to say that fine wine has reached its pinnacle in terms of price, for each of those expensive bottles there is still a buyer. Distributors still allocate those wines to their best customers, and, in turn, retailers still limit their best customers to just a bottle or two of those allocated productions. Scarcity is still the key to an understanding of economics and the forces of price (supply and demand), and the price of wine with the best reputation. Over the next few months we will explore how wines ‘earn’ their bottle price.

Part One – The Land


In 1998, the last year in which the University of California did an official study of vineyard costs, an acre of vineyard land in Lake County (just north of Sonoma and Napa) would have cost $8,571.00 per plantable acre. This cost was less than ½ the cost of a similar acre in Sonoma County six years earlier, and allowing for inflation, would suggest that vineyard acreage in Lake County was approximately 1/3 the value of acreage in the better known counties to its south. Lake County is home to six wineries including Guenoc and Steele. Vineyard and Winery Magazine indicated that by 2000 the proportional difference may have narrowed as available acreage shrinks and larger producers, such as Kendall-Jackson, Beringer, Louis Martini, and grower Jack Beckstoffer develop property.  

Lake County does not carry specific American Viticulture Area (AVA) status and is now part of the North Coast Appellation. There is a movement spearheaded by Lake Counties Wine Grape Association to have Lake County AVA qualified. Such a decision by the BATF will likely increase the value of Lake County property.


We will look at the cost of Sauvignon Blanc production. This was the focus of the UC study and the only variation on cost relative to land might be the number of vines per acre.  Some grapes may require less density.


Once the land is acquired it must be cleared, tilled three times to a depth of five feet, fumigated, and tarped (the entire acreage). Wells or ponds for irrigation and frost protection will be drilled or excavated at this time. This takes place in the fall prior to the first planting.


Growers will then plant 566 phylloxera resistant, grape clone grafted vines per acre, in a pattern 7 feet by 11 feet, during the first spring. The second spring growers will need to replace 2% of the vines on average. Vines will not produce grapes until the third year, and should continue to produce grapes for the next 22 years. Also during the first two years trellis system, the drip irrigation and frost protection system need to be developed and installed. 


Growers will provide insect control (either by organic or nonorganic means), manage against pathogens (diseases) that might attack the vines, and develop a method of weed control and fertilization that will hopefully work through the life of the vineyard. The use of organic processes is more expensive, and has a greater likelihood of failure. Nevertheless, increasing interest in organically produced wines has encouraged the widespread use of this more costly method. Remember, the first and second winter of the vineyard will require pruning of the vines, and refinement of the trellis and irrigation systems. And, no fruit.


The vineyard operator can expect to spend approximately $9,000 per acre, per year for each acre planted. In Lake County by the fall of the third year a ten acre vineyard would have cost the grower $270,000, and they have not harvested the first grape, nor laid the first brick for a winery, designed a label, or purchased a barrel or bottle.   Those costs will be discussed next.

