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2009 Tasting Room Report
How the Recession is Affecting
Tasting Room Sales and Wine Clubs

WHILE DIRECT TO CONSUMER (DTC)
sales and club sign-ups have slowed
somewhat due to the recession, many
wineries are reporting continued sign-
ups. The most successful wineries are
using this time to hone their expertise
and leverage the traffic that they are
getting. Wine Business Monthly’s fourth
annual Tasting Room Survey Report
takes a focused look at the trends in
DTC sales as well as revisits those
related to wine clubs and tasting fees.

Among responding wineries, 39 per-
cent say that shipping and compliance
issues remain the greatest barriers to
DTC sales; however, shipping and com-
pliance have become lesser issues in
recent years as wineries have become
more familiar with states’ regulations
and requirements.

At the tasting bar, slightly fewer
wineries are charging for tastings since
last year (down 2 percent), signaling a
leveling off, and slightly more tasting
rooms this year are applying the fee to
wine purchases (up 4 percent).

As for cancellations, about two-
thirds of wineries with wine clubs
report an increase in membership can-
cellations over the past year ending in
February.

DIRECT TO CONSUMER SALES
This year’s look at winery direct to con-
sumer sales trends follows WBM’s
“2008 Consumer Direct Sales Survey
Report” (August 2008 issue) format,
showing data broken out into the two
categories: “heroes” and “strugglers.”
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Heroes represent wineries that are
selling a substantial number of cases
consumer direct as well as showing
growth in two or more DTC chan-
nels. They also work more success-
fully and efficiently when planning,
executing and tracking their con-
sumer direct sales programs.
Strugglers, on the other hand, while
not unsuccessful at consumer direct
sales, could use improvement in var-
ious areas of their sales programs.
Since size does not determine DTC
success, a hero winery could be a
small winery and a struggler could
very well be a large winery.

Overall, growth of DTC case sales
slowed slightly from 2007 to 2008 when
compared with the previous year in
tasting rooms, wine clubs and on the

Web (see below).

DTC Growth DTC growth

2006-2007 2007-2008

Tasting room 74% 63%
Wine club 79% 62%
Web/ 67% 52%

e-commerce

Tasting rooms prove to be the most
popular DTC channel by far (59 per-
cent), followed by wine clubs (16 per-
cent), events (8 percent) and the Web
(8 percent) (CHART 1). The heroes sell a
great deal more wine directly to con-
sumers through their tasting rooms—
27 percent more—than strugglers, but
strugglers more often realize sales
through their wine clubs, events and

CHART 1

What percent of your DTC case sales were derived from the following channels?
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websites (with the Web being a particu-
larly more active DTC channel for
strugglers than for heroes).

Tasting room traffic, however, should
not be the only source of DTC sales.
“It’s not enough in this economy,” said
Lesley Berglund, co-founder and
chairman of Santa Rosa, California’s
WISE Academy (Wine Industry Sales
Education), which specializes in direct
to consumer marketing and sales. She
reminds people to view tasting room
traffic as the jumping-off point for all
future relationships and thus empha-
sizes the ABCs of direct to consumer
sales: Always Be Collecting—customer
information, that is.

Jason Haas, general manager for
Tablas Creek Vineyard (16,000 annual
cases), a 120-acre organically farmed
vineyard in Paso Robles, California,
says that the winery is planning to
boost their DTC from 50 percent to 60
percent through excellent customer

Web /

e-commerce

All other DTC Don’t Know
programs

Events

service in their tasting room and wine
club. “The thing about the wine club is
that it will continue to grow naturally
on its own,” he said, noting that staffing
for their busiest times and training
employees to excel in personalized
DTC growth.
Currently 42 percent of the winery’s

service will drive

DTC sales come from the wine club, 30
percent from the tasting room and 25

percent from the Web.
As more and more wineries look to
increase their DTC sales, they

encounter hurdles not seen when
selling through trade distributors.
When looking at the barriers to maxi-

(for all
wineries), it is clear that issues related

mizing DTC potential

to compliance and shipping (39 per-
cent) still outweigh all other barriers
(CHART 2).

“There are so many state regulatory
barriers relating to tax payments and
licenses,” said Ken Cain, general man-
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Shipping/compliance remain biggest hurdles to DTC sales

What are the biggest barriers / challenges to maximizing your DTC potential?

. not a problem / we do well here
100%

|:| this is a barrier / challenge

. this is a BIG barrier / challenge
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Management Resources DTC Team Lack of DTC Customer
Support & Priority  (people, Expertise ~ Marketing Tools  Acquisition Retention
time, money) (experience,  (i.e. CRM, web (Tasting Room,

skills, training)

ager and director of sales for Tsillan
Cellars Winery in Chelan, Washington
(6,500 annual cases). “In many cases it’s
cost-prohibitive.” In states such as
Kansas and Tennessee, notes Cain, they
can’t ship there, period. While in other
states like Nebraska, licensing costs and
payments in advance (for bonds to
cover taxes) are prohibitive. On the
other hand, Cain notes that when the
winery, which currently sells 90 percent

analytics, etc.)  Club, Online)

of its wines via DTC channels, started
waiving a portion of its shipping fees
last year, sales increased.

Berglund, however, feels that while
shipping and compliance issues were
much bigger five years ago, they have
lessened considerably since then; she
suggests that the industry has moved
into a “no excuses” zone because of the
many software and online systems now

available to help with shipping and

Club Member Effectiveness of

=1l

Other

Compliance/

Technology/  Shipping Issues

Systems

compliance.

Other common barriers to maxi-
mizing DTC potential include: a lack of
resources, such as people, time and
money (17 percent); effective tech-
nology and systems (13 percent);
acquiring customers (13 percent); and
a lack of DTC marketing tools, such as
those for customer relationship mar-
keting (CRM) and Web analytics (13
percent).

TASTING ROOM

TRAFFIC AND FEES

A single tasting room on the winery
grounds is still the most popular tasting
room arrangement, representing 75
percent of all wineries ( ). Since
2006, this has become an even more
popular choice, with 8 percent more
wineries reporting a single tasting
room located at the winery in 2009
than in 2006.

Fewer wineries are choosing to open
tasting rooms not located at their
winery site, dropping by 7 percent since
2006. Wineries with multiple tasting
rooms (at least one located at the
winery) grew by 3 percent in 2007, but
the growth has remained constant since
then.

Wineries most often see from 1,000
to 10,000 visitors in their tasting rooms
each year (39 percent). About 19 per-
cent of wineries see fewer than 1,000
visitors annually, and 31 percent see
more than 10,000 a year.

www. Wine WareSo ﬁware. com

“Serving Hundreds of Wineries and Wine Shops”
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One tasting room on winery grounds most common

Which statement below best describes the location(s) of your tasting room(s)?

W 2006 [] 2007 [ 2008

100%

] 2009
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0%

One tasting room

than winery

While many tasting room managers
are reporting a decrease in traffic, there
is still much that can be done to reach
out and boost sales, mainly through
collecting as much customer informa-
tion as possible and tracking and man-
aging conversion rates, Berglund said.
“Upping your conversion rate for your
wine club, for example, can be achieved
with your current flow of visitors by
evaluating how your staff presents the
offer and providing them with addi-
tional training,” she said, noting that
there is often a fear of asking for the
order. “But the people are there, they
want to have a relationship with your
brand; they’re saying, ‘Hey, ask me out,
but they’re not being asked out.”

Since 2006, WBM has been tracking
whether tasting rooms charge for tast-
ings, and this year’s numbers suggest
that things have leveled off. For 2009, a
total of 63 percent of all wineries said
they now charge for tastings, compared
to 65 percent in 2008, 59 percent in
2007 and 51 percent in 2006.

One tasting room
located at winery  at a different location rooms — at least one

Multiple tasting Multiple tasting

rooms — none

located at winery at winery

Additionally, more tasting fees are
being applied to purchases: 52 percent
of tasting rooms now apply tasting fees
to the purchase of wine, slightly up
from last year’s 48 percent and 2007’s
41 percent. Undoubtedly, tasting room
visitors are now accustomed to tasting
fees since the practice has become com-
monplace. Additionally, as wineries and
tasting rooms are learning to add more
value and personalization to their
products and services, visitors find fees
less objectionable.

The trend of increasing tasting fees
seems to have leveled off in 2009. Fees
are most commonly in the $3 to $5
range (51 percent), with only 9 percent
charging less and 39 percent charging

more.

WINE CLUBS

Sixty-four percent of wineries now
have wine clubs, with 44 percent being
a traditional club with multiple ship-
ments each year. Fifteen percent of
wineries have multiple types of wine

Traditional wine club with multiple shipments most popular

Do you have a wine club? If so, what type?
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a traditional wine  an annual multiple types but we will

club with multiple release
shipments/year program

of wine clubs

in the future
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Complete 3-tier direct-to-consumer shipping logistics

Direct-to-trade shipping logistics
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Access to direct marketing programs

Optional climate-controlled logistics up to last mile carrier
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www.packnshipdirect.com
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cHarT 5 Tasting rooms primary source of wine club sign-ups

What % of your new wine club members come from the following sources?
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Tasting Web / Direct Mail Telesales Consumer Referrals Other Don't Know/
Room e-commerce Events We Don't
Track
this Data

clubs, and 18 percent say they are plan-
ning a club in the future (CHART 4).

Tasting rooms continue to drive new
wine club member sign-ups (77 per-
cent) (CHART 5). A smaller percentage
of club members join via the Web (7
percent) and during consumer events
(6 percent). Strugglers find a greater
percentage of club members from the
Web and from events than hero
wineries, who appear to focus most of
their efforts on tasting room traffic.
Additionally, strugglers get more
member sign-ups through referrals
than heroes do.

Wineries report that once visitors are
in the tasting room, piquing their
interest about joining the wine club
does not need to come from a hard-sell
approach. “We avoid sales techniques
that push the club and instead sell it
through staff enthusiasm,” said Haas of
Tablas Creek. “During the course of a
tasting, staff members may point out
our club shipment display or mention
that the wine they’re currently pouring
goes out in club shipments.” Haas, who
notes that about 6 percent of their
tasting room visitors end up signing up
for the club, says there has been no
slowing in sign-ups.

Overall, club member attrition is
fairly low, despite the weak economy.
Just over half of wineries that have
clubs report losing less than 1 percent
of their membership each month on
average; this is followed by 17 percent
of wineries who lose less than 2 percent
of memberships and 10 percent who
lose less than 3 percent of memberships
(cHART 6). (For tips on keeping mem-
bers in the club, see “Maintaining a
Healthy Wine Club in an Uncertain
Economy,” WBM, March 2009 issue.)

“Relative to what’s going on with
other wineries, we’ve seen few cancella-
tions,” said Cain of Tsillan Cellars. “And
we are getting new sign-ups, just not at
the same rate as before.” Cain adds,
however, that it’s a hard time to gauge
right now (March) since it’s the slow
time of year and things don’t usually
pick up until June.

Hump Astorga, director of hospi-
tality and culinary operations at
Chrysalis Vineyards in Middleburg,
Virginia (10,000 cases), says that busi-
ness has been good in their tasting
room in the last year. “Our wine club
membership has tripled in number
since 2007, he said. “You don’t build a
group like this without providing a
complete experience for visitors.”
Astorga said this includes a thorough
presentation where you tell a story and
paint a picture, educate, entertain, taste
great wine and, of course, ask for the
sale. “While it’s not a hard sell, we do
train our staff to ask for the sale,
whether it’s for the wine or the wine
club,” he said, adding, “It’s not just
romance; we need to succeed as a com-
pany.”

Looking at the year from February
2008 to February 2009, 66 percent of
wineries with clubs reported an
increase in club cancellations. The
average increase in cancellation was 34
percent, contrasted with 28 percent the
year before (January 2008 to January
2009) (CHART 7).

Charles Hesson, retail sales manager
for Dobbes Family Estate (5,000
cases) and Wine By Joe (20,000 cases)
in Dundee, Oregon, said their wine
club cancellations have been erratic. “In
October it was like someone had cut
our jugular; we were losing maybe one



Most wineries lose less than 1% of members
on average per month

Club cancellations up 6% through Feb. 2009

On average for all wine clubs how many members do you lose each month? (choose one)
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club membership a day,” he said, noting
that they lost about 50 club members
October 1 through the end of
November. Things started slowing
down when they began offering
options to members, such as smaller,
less frequent shipments, which Hesson
said has been effective about 90 percent
of the time.

Cain of Tsillan says his winery began
to offer more options to club members
so they could continue their member-

4% 5%

>5%

Don't Know/
We Don't
Track this Data

ships at a lower price. “We started
offering a reduced club, with smaller
discounts and fewer shipments with the
option to upgrade later, and about half
the people who called to cancel have
gone for this,” he said. Cain noted that
for those who opt out completely, in
many cases it’s due to a job loss as
opposed to others who may be just
trying to cut back.

Wine club members appear to be
staying in clubs even longer than the

Please describe the change in wine club cancellations in recent months.
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average of 18 months often quoted by
tasting room experts. Twenty-two per-
cent of wineries report that their mem-
bers stay in their wine club “19 to 24
months,” followed by “25 to 36
months” (18 percent) and “more than
36 months” (17 percent) ( ).
Only 11 percent indicated “13 to 18
months.” Forty percent of heroes noted
that their club members stick around
“25 to 36 months” while only 5 percent
of strugglers noted that their members

Feb 08 - Feb 09
Average percent decrease

Jan 08 - Jan 09

stayed in their clubs for this long.
Regular communication and cus-
tomer service are keys to club member
retention, but there are other ways that
wineries strive to recruit and keep
members. “We are focusing more and
more on holding consumer events in
places where we can actually direct ship
the wine,” said Haas of Tablas Creek.
“While we can do trade events any-
where, it’s hard if we can’t end up ship-

ping to consumers there.”

ACCELERATING
CAREERS,
RAISING

STANDARDS.
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CHART 8

Most club memberships last 19-24 months

Member Lifecycle. On average how long do wine clubs members stay in your most popular

wine club / release program? (choose one)

100%

80%

60%

40%

B
B —m BB ERERER

7to 12
months

3 months 4to 6
or fewer  months

CHART 9

13t0 18
months

19t024 25to 36 >36 Don't Know/
months months months ~ We Don't
Track
this Data

Average spent beyond club shipments is $100-$500

What is the average annual expenditure by club members for wine purchases beyond their

periodic club shipments?
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Half of all wineries say that the
average annual expenditure by club
members for wine purchases beyond
their periodic club shipments falls into
the “$100 to $500 per year” category
(cHART 9). Slightly more heroes (60
percent) than strugglers (49 percent)
say this is the average annual expendi-
ture by club members (the next most
popular average falls in the “$1 to $100”
category).

Club members in many cases are not
deterred by the economy when it comes
to supporting their favorite winery and
the special connection they feel with
their club. Hesson of Dobbes Family
Estate stated his surprise at how much
his winery’s club members spent at a
recent release event. “An average sale
for this type of event on this day is
about $5,000, and we ended up making
about $6,000,” he said. One club
member told Hesson that while they
don’t eat out much anymore, satisfied
to cook at home, their favorite wine is
something they are less willing to part
with. “Plus,” said Hesson, “for most of

these people, being in the wine club is a
very social thing, and they can’t wait to

come to events.”

TACTICS TO REMEMBER

As wineries and tasting rooms continue
to develop their DTC sales skills and
techniques, they will undoubtedly
realize increased sales. Key areas to
revisit include collecting customer
information at every available opportu-
nity as well as tracking conversion rates
and using this information to better
manage sales. The more information
you have, the more targeted your deci-
sions will be. Employing these tactics,
in addition to what tasting rooms are
already doing so well, including per-
sonalizing service and offering added-
value experiences, is a sure recipe for
success during uncertain times and
beyond. wbm

Cathy Fisher lives in Sonoma and has
been writing about the wine industry for

four years.



“While it's not a hard sell, we do train

our staff to ask for the sale.
It's not just romance;

we need to succeed as a company.”

Hump Astorga,
director of hospitality and culinary operations,
Chrysalis Vineyards

Survey What is your job function?
Respondents (check as many as appropriate)
Winemaking 36%
This year's survey received a total of Predident/owner/GM 67%
406 responses, including 154 from Cellar/Production 24%
California, 48 from Washington, 42 Purchasing/Finance 30%
from Oregon, 15 from Virginia, 12 Vineyard Mgmt/Viticulture ~ 19%
from New York and 9 from Texas. Tasting Room 47%
Fifty-five percent of responding Sales/Marketing 47%
wineries produce fewer than 5,000 Other 7%

cases annually, another 30 percent
produce 5,000 to 24,999 cases, and
the remaining 15 percent produce Please indicate winery size

25,000 or more cases (2 percent of (annual case production)
which produce a million cases or 0/NA 2%
more). Under 1,000 14%
Sixty-seven percent of survey 1,000-2,499 22%
respondents reported their job title 2,500-4,999 17%
as president/owner/GM, 47 percent 5,000-9,999 17%
work in the tasting room, and 47 per- 10,000-24,999 13%
cent in sales and marketing (respon- 25,000-49,999 5%
dents were able to choose more than 50,000-99,999 3%
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Running A Winery
Doesn't Have
To Be So Puzzling

It takes more than just information to make informed decisions.
It also requires understanding. BEVERAGECSi has successfully
helped wineries large and small connect the puzzle pieces of
information to form a clear picture.

Developed by founder RG Hess and drawn from over 20 years
experience in the beverage industry, our systems will help you
understand the difference between just having information and
knowing what to do with it. Our services include:

¥ Affordable depletions reporting and analysis
£ Unique internet-based tools

¥ Effective management systems for:
Profitable winery management
Managing distributors to meet your goals
Communicating for results
Management of change

To contact us write sales@beveragec3i.com
or call 206-274-6133 or for more information
visit www.beveragec3i.com.

BEVERAGE GJi

WHERE INFORMATION MEETS UNDERSTANDING

Organisation Internationale de la Vigne et du Vin

Wine Marketing
Short Course

July 20-31, 2009

At the University of California, Davis

Since 1991 — as part of the MBA curriculum of the
Organisation Internationale de la Vigne et du Vin (OIV) —
UC Davis Extension and the Department of Viticulture and
Enology at UC Davis have coordinated a program on the
economics of producing and marketing grapes and wine in
the United States.

The Wine Marketing Short Course is a unique opportunity
to study the structure of the California wine and grape
industry, how wine is marketed and brands are established,
and the profitability of grape growing and winemaking.

The program can be taken as a whole, by the week

or by the day. The list of speakers reads like a “Who’s Who”
of the American wine industry, including winemakers,
vineyardists, attorneys, accountants, wine marketers,
distributors, retailers, leaders of trade associations,
regulators and educators from the University of California.

For more information and to receive a brochure with a
day-by-day agenda, please call (800) 752-0881 and ask for
dept. 1716 or visit us online.

www.extension.ucdavis.edu/winemaking
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