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Times are tough in the industry,
so the big players are growing by
gobbling up smaller wineries

By TERRY MCCARTHY NAPA

Jon Moramarco has wine in his blood.
His ancestors made wine for eight generations in
southern Italy, and after his grandfather Giuseppe
emigrated to the U.S., he bought a winery in Los
Angeles from the Jesuits during Prohibition. Jon's
father was an expert in vine management—the

Wine barrels at the L v thin b ard 4 iviar that i s B el S s
: pruning, spacing, grape thinning and irrigating that influence the quality of the

::;In! iﬁd . ” “Ef:j;f' grapes and the tasts of the wine, As a young boy, Jon cleared weeds between the

vines. He later went to work at the Callaway winery as a “cellar rat.” cleaning
tariks, moving barrels, stacking bottles and sometimes working 19-hr, days dur-

ing the busy crush season. “By high school,” he recalls; "I swore [ was going to
get out of the wine business.”

But he still had the stuff in his veins. After earning a degree at the world-
famous school of viticulture at the University of California at Davis, and afier
spending 20 years leaming every aspect of the industry, Mommarco, 45, is pres-

] ident and ceo of Canandaigua Wine. With sales of $863 million for its most re-
cent fiscal year, Canandaigia is the second bigzest wine cOompany in the world,
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P Bargains on the Best costeo’s wirie
buyer David Andrew, at a distribution center
in Tumwaler, Wash., helps the warchouse
glant lead the U5, in wine retailing

after E.&) Gallo Winery, with a reported
£1.4 billion in annual sales, But Canandaigun
{named after the town in upstate New York
where the company was founded in 1945), &
unit of publicly traded Constellation Brands,
is expanding more aggressively than its com-
petitors, with profits incressing 134% from
1999 to 2001 Many of his peers consider
Moramarco  the savviest operator in a
tradition-bound industry that is rapidly con-
solidating under the pressure of changing
tastes and global competition. “Moramares
is one of the brightest guys in the industry,
He is one of the real movers,” says John
Gillespie, president of the Wine Market
Council, a promotional body for the industry,
Moramarco works long hours directing
a company that sold 45 million cases of wine
last year, But as the wine industry has be-
come more corporate—60% of US. wing is
produced by the top five companies—he no
longer has much time to stroll through vine-
yards or sample vintages from the cellar,
On a recent Sunday morning he paused
briefly in the Red Carpet Lounge at San
Francisco International Airport before hop-
ping a plane for Chicago and the first in a
week of meetings that would also take him to
Bentonville, Ark. (home of Wal-Mart, o big
eustomer), and Hochester, N.Y (headquar-
ters of Constellation).
Moramarco lives in a spa-
cicus house in the sere hills
above Santa Rosa, north of
San Francisco, But he
spends three weeks out of
four on the road. Mora-
marco is always in a humy:
to cateh planes, hit deliv-
ery schedules, grow the
business. “The goal is to
double the size of the com-
pany by revenue every five
years,” he says, his eyes
Hashing to check the me.
Times are tough for
most in the wine industry
today—which creates op-
portiunities for Mommareo

&nd other executives of big wine companies, |

As vineyards expand in the 115, and around
the world, there is an oversupply of grapes,
which depresses prices for growers but offers
a boon to companies like Canandaigua,

Al

which buys 99% of its grapes. There is a de-
clining number of wine drinkers, as young
adults are attracted to heavily advertised

A

expensive wines with higher profit margins,
Understand that when Moramarco talks
about moving upmarket, he doesn't mean to

beer and malt beverages. And there isstrong | Opus One at §150 a bottle. He can make lots

competition, with winemakers in Europe,
Australia, New Pealand and Latin America
benefiting from favorable exchange mtes to
grab more than 20% of the U.S. market
The mass-market jug wines with screw
caps that have been Canandaigna'’s lasgest

| source of revenue are losing customers lo

pricier wines in smaller bottles with corks. So
how has Moramarco managed to increase

< Grape Slush

At Mission Bell, the
makers of Almaden
and Inglenook
brands, crushed
Erapes are poured
into metal coptainers

P Buying in Bulk
Mare than 500 tanks
like these store

55 million gallons of
wine at Mission Bell

Canandaigua’s profits to $110 million in 2001
fromn 847 million when he took over the
company three years zgn? He has pursued a
dual strategy of acquiring other wineries at
bargain prices while shifting toward more-

TIME GLOBAL BUSINESS OCTOBERA 28, 2007

of money just by shifting more of his pro-
duction—and more of his customers—from
L5-L jugs of generic red that sell for $5 retail
to stnaller bottles of 7 Merlot,

Arcund the world and especially in the
UL.5., companies with cash are SNApping up
wineries that are strugeling, and everyone is
trying to improve quality so that the wines
can command higher prices. For the con-







