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PREFACE

The California Wine Industry Oral History Series, a
project of the Reglonal Oral History Office, was initlated
in 1969, the year noted as the bicentenary of continuous
wine making in this state. It was undertaken through the
action and with the financing of the Wine Advisory Board,
and under the direction of University of California faculty
and staff advisors at Berkeley and Davis. ,

' The purpose of the series 1s to record and preserve
information on California grape growlng and wine making that
has existed only 1n the memories of wine men. In some cases
thelr recollections go back to the early years of this
century, before Prohibition. These recollections are of
particular value because the Prohiblition period saw the
disruption of not only the industry itself but also the
orderly recording and preservation of records of its
activities. Little has been written about the industry from
late in the last century until Repeal. There is a real
paucity of information on the Prohibition years (1920-1933),
although some wine making did continue under supervision of
the Prohibition Department. The material in this series on
that period, as well as the discussion of the remarkable
development of the wine industry in subsequent years (as

yet treated analytically in few writings) will be of aid to
historians. Of particular value 1s the fact that frequently
several individuals have discussed the same subjects and
events or expressed opinions on the same ideas, each from
hils own point of view.

Research underlying the interviews has been conducted
principally in the Unliversity libraries at Berkeley and
- Davis, the California State Library, and in the library of
the Wine Institute, which has made its collection of in
many cases unigque materlials readily available for the

‘purpose.

Three master indices for the entire series are being
prepared, one of general subjects, one of wines, one of
grapes by variety. These will be available to researchers
at the conclusion of the series in the Beglonal Oral History
Office and at the library of the Wine Institute.
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The Regional Oral History Office was established to
tape record autoblographical interviews with persons who
have contributed significantly to recent California history.
The office is headed by Willa K. Baum and is under the
administrative supervision of James D. Hart, the Director
of The Bancroft Library.

Buth Telser

Project Director

California Wine Industry
Cral History Series

1 March 1971

Regional Oral History Office

486 The Bancroft Library
University of California, Berkeley
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INTRODUCTION

Ernest Gallo was born in Jackson, California, of Italian-born
parents. He was raised in Modesto on the vineyards of his father on
Maze Road, just west of town. He was graduated from Modesto High and
was working on the family farm in 1933 when he and his brother started
their winery. '

His family had produced wines in Italy and California before Pro-
hibition, but he, himself, had had no experience when the two brothers
started their winery. He has told the story that he visited the Modesto
Public Library for information on wine making.

The brothers had progressed sufficiently by 1954 that they pur-
chased the Cribari Winery (Las Palmas) at Fresno. The company has had
an almost continuous record of expansion, both in production and distri-
bution. Gallo wines are now distributed nationally, and the company
carries on an extensive television program on behalf of its products.
Ernest Gallo is now chairman of the board of the E. & J. Gallo winery.

Starting in 1958, the company opened an extensive research facility
and it has placed a number of new products on the market in the last 15
years. It was the first American winery to own its own bottle producing
plant, which has continued to increase in size since it was opened in 1958

In recognition of his contributions to the California grape and wine
industry, Ernest Gallo was given the Merit Award of the American Society
of Enologists in 1964. He has generously given of his time in serving
on many Wine Advisory Board and Wine Institute committees.

An outstanding feature of Ernest Gallo's career has been his insis-
tence on standardization and quality in the products produced by his com-
pany. "He is highly respected in the industry for his contributions to
the expansion of the California wine industry.

Maynard A. Amerine
Professor, Viticulture and

20 December 1971
101 Wickson Hall
University of California at Davis

Enology
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INTERVIEW HISTORY

Following a preliminary discussion on December 27, 1968, the
interview with Ernest Gallo was held on two Saturday mornings, July 12
and August 2, 1969, a time set to avoid the interruptions of the work
day. Both sessions were conducted in Mr. Gallo's spacious, well furnished
office in the administration building of the winery complex adjoining Dry
Creek in Modesto. The office overlooks part of the landscaped grounds
and some of the wine tanks discussed in the interview.

Mr. Gallo was cordial to the interviewer, firm and precise in
replying to questions. He spoke slowly and deliberately, sometimes
re-phrasing his words for improved clarity. In the preliminary editing
by the interviewer, the final phrasing was, as intended, retained in the
transcript.

On December 30, 1969, the transcript was sent to Mr. Gallo for
review. His reading of it was interrupted by pressure of business and
trips abroad. Making a few changes and some additions, he had it retyped
in his office and returned to the Regional Oral History Office on April
19, 1971. That retyping is the interview text in this volume. To it has
been added preliminary matter, appendices and indices.

Subsequent to returning the text, Mr. Gallo and Mrs. Willa Baum,
head of the Regional Oral History Office, worked out the details of the
restrictions on use of the interview; they appear on the legal agreement
page at the front of the volume.

Through his interest in preserving information on the recent past
of the California wine industry, Mr. Gallo has been of aid to the Regional
Oral History Office in the preparation of this series of interviews. His
own interview is an invaluable contribution to the series. 1In it he has
related the development of his own organization, the largest wine making
company in California, and he had also discussed analytically and with
perspective, significant aspects of the development of the industry as a
whole.

_ An interview with Julio Gallo was held July 21, 1970 and is to be
released under restrictions similar to those applying to this.

Ruth Teiser
Interviewer

18 January 1972
486 The Bancroft Library
University of California at Berkeley



ERNEST GALLO INTERVIEW

July 12, 1969

Family and Early Years

Teiser: Perhaps we could start with your ancestral background in the Piedmont
district of Italy.
Gallo: Piemonte? (That's the Italian pronunciation.) So you want me to start

back with who my parents were?

Teiser: Yes, and your grandparents if they were making wines in the Piemonte
district.
Gallo: My father was born in Fossano, .in the province of Piemonte. His

father was a wholesale butcher and horse trader.
My father, having first gone to South America for a year and not liking
it there, went back to Italy and then immediately came to the United
States. He must have been around 19 by‘ that time, I guess.
My mother's mother was born in Bologna. She married a man by the
name of Batista Bianco, who was born in Agliano d'Asti in the Piemonte
area of Italy.
My mother's parents broughf her here at the ;.ge of around two or three.
My mother's father, Batista Bianco, became a very small grape grower;
he had twenty acres in the Hanford area. And he convérted his grapes
into wine in a small plant of perhaps thirty or forty thousand gallons,
which was located at the rear of his house in Hanford. My father...
Teiser: What was his first name?
Gallo: My father's first name was Joe -- Joseph. In arriving in this country, he

was able to make it as far as Philadelphia on the funds he had, and then stog
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Gallo:

off in the coal mines to work to earn enough money to come to California,

I recall his having said that when he did depart Pennsylvania for California,
not being able to speak the language, he could not order food and ate pie all
the way. They were a nickel., Vendors sold them to the train passengers.
And this was his diet until he arrived in San Francisco.

At that time, Italians arriving in this country as laborers were pretty much
relegated to doing jobs of a menié.l type, and he spent some time digging
ditches after arriving in San Francisco, In those days sewer lines were dug
by hand by cheap labor. And this was i_1is first start in this country in working,
after having left Pennsylvania. -

How did he happen to come to San Francisco, do you think?

In those days, there were Itglians who had come here before who would write
to their pals in Italy telling them there was work available. And at that time
it was very rough in Italy, Let's see about how long ago that would have been,
I was born in 1909, and my father was probably 24 years of age at that time,
and he must have arrived here three or four years before that. So I would
say my father probably arrived here around 1905, That's right, because I
remember him telling me stories of the earthquake in San Francisco which

occurred in 1906, So my father was here at least by 1904 or 1905, And at

that time Italians were not well regarded -- probably like Mexicans are in

this country today, or not even to that degree, In any event, aff,;er working
as a ditchdigger for a year or so, he decided to go into the wholesale wine

business. This meant that he had a cart and horse and wo uld go out of

San Francisco to down in the Valley, and he happened to buy wine -- eight

or ten barrels at a time -- from my mother's father, That's how he
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happened to know those people. And then would take that wine back to San
Francisco and sell it to the boarding houses, the Italian boarding houses.
What kind of wine was it that they were making then?

In those days it was common red wine.,

What kind of grapes were they using?

Oh, they used Carignane and Zinfandel and grapes of that type. So my
fatheér continued in this business of buying wine from this small winery and
selling to the boarding houses, and it was during this time that he met my
mother and they got married. And immediately upon getting married, he
got out of that type of business and moved to Jackson, Amador County,

and started a boarding house of his own. And that's where I was born.
What were the big mines up there?

Let's see, there's the Argonaut and Kennedy. They were operating then.
He was running a boarding house for the miners, and many of the miners
were Italians, I was born there on March 18, 1909. At the age of one year,
I was farmed out to my maternal grandparents, who were the Batista Biancos
in Hanford. So from the age of one to about five or six, I lived with them.
Your brother Julio also?

My brother Julio was born on March 21, 1910. And he remained with our
parents. And the reason, apparently, I was farmed out was that another
youngster came along and it was difficult for my mother because she was
running the boarding house. My earliest recollections were those with my

grandparents. At the age of five I obtained my first and last drunk. It's
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probably the first recolleétion I have. Irecall beiﬁg in this very small
winery, which was not much more than a shed in the back of the house

there in Hanford, My first memory is of two men working a hand press’
during the vintage. They would push this hand press back and forth for

five or ten rrﬁnutes and then stop and sit down ahd wait for the juice to run
through the cake in the press; and then when it started to dwindle in volume,
they'd get up and push this bar back and forth another five or ten minutes,
and every once in a while they'd sit down and rest, They had a tin cup

there and they'd put it under the press and get some of that freshly made
wine, It was still sweet, but high in alcohol, and they'd drink a little and sit
down and talk, As a youngster of five I saw them do this frequently, -and

I remember taking the cup and filling‘it up and drinking it, and it tasted very
good -- sweet, I have in my memory, and I never will forget it, these two
men laughing. And I must have continued drinking because the next thing

I remember I was in bed and my grandmother was standing over me, In any
event, from then on, I have never gotten drunk in my life, so it served a good
purpose,

At about six years of age, I moved back with my parents. My grandfather
became of ill health and ;o they were moving quite often, He thought it was a
matter of climate. And I remember during one or two years there that we
moved -- I'being with them -- into at least five or six different towns in
California, seeking the climate. In those days that was the big deal, If

you didn't feel well, it was the climate that was wrong, So we moved from
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Hanford to San Diego and to several other small towns and ended up in

San Franéisco.

In the meantime, my father had left Jackson and opened a saloon in Oakland,
California. It was located at 49th and Broadway. I have early recollections
of the place. I was back with my parents at about the age of six, and I used
to hear stories at night when my father was a little upset, had had a bad day
in the saloon. In those days, a beer wé.s five cents for a long stein and there
was a free lunch counter. At this free lunch counter they had liverwurst and
limburger and salami and other types of cheese and sausage, as well as
bread. The workmen in the area used to come in at noon, but a glass of
beer, go over to the lunch counter and have their lunch and go. This was
normal. Bﬁt my father had a real bad day every once in a while when two
men would come in together, go to the bar, buy one glass of beer and both
go and eat. (laughter) All on-a nickel.'

Prohibition came into effect in 1918, which me#nt that my father had to close
down his saloon. At that location, he was not only in the saloon business
but also had a boardiﬁg house. He closed down, sold his building, and
decided that he Was going to\ go into farming. He bought a ranch of 120
acres at Antioch, California, thirty of which were in wine grapes, the
balarice being pasture.

Do you know who had planted that viﬁeyard?

No. No one that would be of any significance. So my father bought this
place, knew absolutely nothing about farmihg, and needed horses. He went

to San Francisco and bought four horses that were of the type that were used

for draying in those days in large cities. They were very large horses, large
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feet, specially adapted for that type of work and not farming. He took these
to Antioch, It was in the middle of summer, about July, and not having
farmed before, he decided to start plowing a field, not knowing that you
should do it after the lhnd is moist so you can turn it. So he hooked up a
team to this plow and tried to sink it into the ground and finally did, and

the ground was so hard that as soon as the plowshare took hold it snapped

the -- whatever it is of the plow, I'm not sure whether it's the bow or the
beam or whatever it is. The wooden part above the share. The only reason
I mention it is that it shows that my father knew absolutely nothing about
farming., He had been a city man all his life,

I was eight years of age whe;1 we moved there. I recall vividly at eight years
of age working in the field, cultivating with four mules. I drove the four
mules. That was a good long hard day's work. These were some of my
earlier recollections,

He was on that place four years. When I was twelve, he sold that ranch and
bought a small vineyard at Escalon, California, which was twenty acres.
This now was the year of about 1920 or 1921 -- somewhere in there. He
bought this twenty acres early in the springtime, when you couldn't tell how
hardy the vineyard was, When the crop came on, it was not a good one, but
grapes were high, This was during Prohibition. Wine grapes at that time
were selling for over a hundred dollars a ton, because they were shipping
wine grapes east to Italians back there who could not buy wine and were making
homemade wine. Under Prohibition, a home winemaker was allowed to make
two hundred gallons. Aﬁd so these grapes in California, which before Pro-

hibition were only worth $5 and $6 and $7 and $8 a ton sold at winery, suddenly
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became worth $80 and $100 a ton to be shippéd across the United Sfat’es for
winemaking.

What kind of grapes were those?

Those were Carignane and Alicante Bouschet, We farmed l;haf place for
about three years. And quite by coincidence my father, in getting to know
people 'of the area, happened to visit a well-known, and what was in those
days a well-to-do famer, in his ov;n way, Giuseppe Franzia. He was cdn-
sidered by most people a prominent grower at Sims Station, which is only
about seven or eight miles from Escalon. This Giuseppe Franzia later
became my father-in-law, Giuseppe Franzia was a rather blunt, direct-
speaking type of an individual. He came over one day‘ to visit my father,

and my father asked him, by the way, what did he think of the vineyard?

So Giuseppe franzia said, '"Well, what I would do...you ask me what I

think of this vineyard...what I would do is wait until the spring time when the
leaves are cut and looking weil and then stick somebody else like you got
stuck.'" The place wa{sn't quite that bad. My father made a lot of money

on it, but he did follow that advice and the following spring sold it and bought
a place which was forty acres here ;n Modesto, out on the Maze Road.

EDUCATION AND FIRST BUSINESS
RESPONSIBILITIES

This was in 1926, at which time I was seventeen years of age. I had gone to
hi‘gh school in Escalon, and then finished high school here in Modesto,

In that year, 1926, at a time just before harvest, a man by the name of
Joseph Gazzara who was then a Chicago grape dealer, happened to call on

my father, buying grapes. My father did not sell him the grapes, but made a

deal with him in which he would consign them to Joseph Gazzara. Joseph
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Gazzara could sell the grapes and my father would pay him a comrﬁissidn for
sglling them. That same year, Giuseppe Franzia made the same deal with
Joseph Gazzara. And part of the deal was that they were going back there
to watch the operation of the sale of their grapes. It was my job at age
seventeen, therefore, to harvest the grapes and ship them back there to my
father aﬁd to Jbe Gazzara. At that time wen had the forty acres on the Maze
Road and twenty aéres in the Keyes afea; we grew Zinfandels on both.

On arriving in Chc ago, after the first four or five days, my father realized
that the service that was being rendered by Joe Gazzara was one of very
little value, that my father could do as well himself, and with this he
terminated his relationship with Joe Gazzara as his rep?esentative, and
finished the year selling his own grapes. Giuseppe Franzia, on the other
hand, permitted Joe Gazzara to handle his crop for the rest of the year.
Was this the same Gazzara who died recently?

That's right. Yes. Some years thereafter -- well, I imagine it was on
repeal of prohibition -- this Joe Gazzara then opened a bottling plant in
Chicago and was bottling and distributing wine. He purchased wine and
distributed it under his own label. I think the Crest View label in Chicago.
His purchases, if I recall correctly, were mostly from Petri at that time.
And after some years he sold out his bottling plant and business in Chicago
to Petri and ;:ame to California and bought a winery in the Fresno area which
he called the Crest View. He operated it up until a few ysars ago and then

passed away. His widow sold that winery about a year ago to Guild Wine Co.



As I said, my father went the year 1926 to Chicago and sold his grapes.

He returned, had done reasonably well -- had done very well -- but told me.
that he was not going back to Chicago any more. He just couldn't put up
with'that element. These grapes were sold in carload lots to jobbers on
team track, primarily there on 21st and Archer in Chicago, to jobbers who
would buy thel car and then open up the doors, put‘a ladder in front of the
door, and sell it out in one hundred and two hundred case lots to their friends
to take home and make wine., The people involved in that type of busines‘s
were a cross-section of characters. For example, they would haggle with
you at the beginning, and you'd arrive at a deal and they would pay you,
usualiy in cash, and then if you could get to the bank with the cash before
they could hold you up, you had a good day. If the market went down the
following day, they'd come after you wanting a refund. And this was the type
of deal it was. So my father came back and said he'd had it, he wasn't going
to go back. At which point'I asked for the opportunity to go back myself.

To which he readily agreed. So at the age of eighteen I went back to Chicago,
and he shipped me the grapes. I enjoyed the operation very much.

There was a fundamental diffez_'ence in my father's personality and mine.

If he got into an argument with a man over a deal, why he'd just stop ~
dealing with him forever. Whereas with me, every deal was a new deal.
And if I thought I could make a profitable deal with a man, I would deal with
him, regardless of what happened 15 minutes ago. By nature I can't carry

a grudge. I can't remain mad. So I worked very well with those people.
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I'd maké a deal with them, and if they came howling for a refund, a rebate,

I may have given it to them, but at the samé time I'd sell them another car
for more profit,

By about l9k30, my father'é shipping business had pretty good volume, and he
sent my brother Julio to the New York Auction to séll part cf the grapes there,
too,

Since I was going to high school at that time -- my last year in high school '"
I would not get back because I would be in Chicago the latter part of August
é,nd stay until November. I wouldn't get back until the middle of November,
and that entailed making up in school the time I had missed. The professors
at the Modesto High School were very cooperative and permitted me to do this,
I got through High School and then went on to Modesto Junior College here.

I spent two years at Modesto Junior College, but never did gradﬁate. That is,
never did get a diploma because I confined my studies to the subjects I thought
would do me the greatest good, and things like physical education and some of
what I thought were liberal arts classes, which would not prepare me for making
a livelihood, I just didn't take.

Teiser: What were you particularly interested in?

Gallo: ~ Iwas interested in English, and I have never mastered English, My language
is just terrible. But, realizing this, .I took every English course and every ‘
writing course that they had, because I felt that it was extremely important
to be able to communicate. And as it is, I developed a étyle of writing which
is short sentences and right to the point, which is a way thatl cén express
myself clearly. Anything I abhor is the reports I receive, and I receive

lots of them from my people, that are very lengthy and wordy. Sometimes
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ypu've got to read them over twice to see what they're talking about, which

I think is a great imposition on the reader. To me, there's nothing more
discourteous and imposing than to receive a letter with long pa;'agraphs

and long sentences that you have to read over again, and still not be quite
sure what they're trying to convey. Another thing that annoys me immensely
is to find a report in which words are misspelled. I'm the world's worst
speller, but I make sure that my secretaries have majored in English, so
that they can communicate what I give them. I don't have to check their
spelling, but I do check their sentence structure and their paragraphing.

In any event, I was extremely interested in that in school, so I can judge
quickly by seeiné something written if it's well written or not.

Other subjects were those of economics, money and banking, and history.

I was extremely interested in histor;r. It was in subjects of this type that

I found great interest, and usually Wént well beyond fhe course being taught.

I received a great deal of enjoyment from my classes, and always went
beyond even what the profegsor knew. And I wasn't beyond trapping him in
areas where he was not familiar. That was the extent of my education.

Wére you working while you were going to Junior College?

Yes. My father at that time had the forty acres in Modesto and the twenty acres
in Keyes, and then bought another thirty acres adjoining the forty here in Modesto.
The original forty acres was purchased from Claude Maze, who was a large
landowner in that district. The thirty acres we bought was immediately

in back of the forty acres, and was purchased from Joe Vella, who had

originaily bought it from Maze. Subsequently, it must have been about 1930,
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my father bought 160 acres across the street from what was now 70 acres
on the Maze Road, from Ella Maze. And thaf ‘160 acres was bare, rough
land. He paid $200 an'acre for it. We wanted to plant it into a vineyard,
So he rented a caterpiller tractor and a Le Tourneau‘scraper on a daily
basis. The number of hours that a day consisted of was not specified in
the agreement, so I took the equipment from eight at night and drove it
until eight in the morning, and my brother would take it at eight in the
merning and run it until eight at night. So we ran it around the clock, and
did the land levelling in very short order and planted the grapes. And that
is the location that my house is now on, as well as my brother's. My nephew
Bob is currently building his house ovn it, also.

Do you still have vineyards around it?

Yes.

So you still own the whole property?

That's right. It's still in the family.

What kind of grapes ;iid you plant?

My father (and we were with him at that time, of course) planted mostly
Zinfandel, some Carignane and some Mission. Unfor>tunate1y, at that time
what was known as the red spider, or Pacific Red Mite, was a disease that
started becoming prevalent -- and there was no proven way, or satisfactory
way, of controlling the Pacific mite. And the vines deteriorated rlather
rapidly, and we had to dig them out and replant them later. We replanted

them later to hardier varieties such as Grenache and more Mission and. ..
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Teiser: It was the Zinfandel that wasg particularly susceptible ?

Gallo: That's right. And...another color grape...well, it's really not important.
Another vigorous grower. In other words, we replanted to more vig01°ous
varieties than Zinfandell. The twenty acres I referred to earlier were
purchased from Charlie Millard, who was an old-time farmer in the Keyes
area, which I'll refer to later.

Getting back to the business of selling grai:es in Chicago, I went back to
Chicago to sell grapes during the years of 1927 through 1932, It was during
my years going back to Chicago to sell grapes that I met Giuseppe Franzia.
When the season was over, I noticed that he timed his departure from Chicago
to coincide with mine. And he invited me to travel with him. Travelling on

a train in\th;)se days, those first years, was travelling in a coach. And so

I thought it was a great idea to have somebody to travel with. And he boarded
the train with a large wicker basket under his arm, which he put under his
seat. When lunch time comes, he pulls it out and here he has a salami and

a piece of cheese and some big onions and some bread and a couple of

bottles of wine. And I thought he was a nice old fellow, and when we landed;
in California, why, he invited me to come and visit him. I thought nothing

of it at the fime, but some months later, 1 decided to just go and see

the old guy. I drove into his place and talked to him out there, and I

noticed his daughter, and this is how I happened to meet my wife, Amelia.
And not too long thereafter, of course, we were married. Now gettihg back to..

Teiser: Let me ask one more thing about your father-in-law. Had he been born in Italy?
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Yes. He was born in Italy, came to this country, settled in the Stockton

‘area producing vegetables for the market. Later he moved to Sims Station

and planted grapes, and sold grapes to wineries -- in those days at $5 and
$6 ,a Iton. While he was working in the vegetable gardens, he was a single
man, and sent'$100 back to his home town of Va.doli_gura, near Genoa;

sent $100 to a girl he knew there and told her if shé wanted to come to the
United Statés, why, he''d marry her. Well; she was insulted that this was
the approach, so she made it known around town tha t she would not accépt
such a proposal. So another young girl said, well, if she wouldn't take the
proposal, why, she would. And so she wrote and said that she would be
willing to come, and so he told her that that would be all right and for her
to come. So sHe travelled over here and they were married and lived a
very happy life together and raised seven children.

ESTABLISHING THE E. & J. GALLO WINERY

I married my wife in 19l31. I was still then going east to sell grapes, and so
was my father-in-law and one of his youngsters.

On June 21, 1933 both my father and mother passed away. In midsummer of
1933, it became obvious that Prohibition was going to be repealed. Roosevelt
had bgcome president in the elections of 1932. It was obvious that Prohibition
was going to be repealed and wine could be made under a temporary permit,
anticipating repeal of Prohibition, which would take place and be effective on
December 5, 1933, So therefore, that summer of 1933 (at that time I was
twenty-four years of agé and my brother Julio was twenty-three years of age)
I decided that we would not go east to sell grapes any more; because not only
had grapes, in the meantime, become very cheap, but repeal of Prohibition

was opening up a new opportunity -- a start in the wine business.
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In 1932, which was a disasterous year, I sold grapes in the east:

at a price that yielded very little out here in California. And my
father-in-law had come to the same conclusion. He wasn't going

back east.

So it seemed to be’the natural thing to build a winery, and take the
grapes we had and make wine out of them.

Therefore, on August 21, 1933, we started the winery. My brother
and I pooled our cash resources and we had $5900. 23, and we rented
a building from the railroad because we didn't have the money to

build a winery on the ranch.

Where was it?

Here in Modesto, at the corner of 11th and D Street. We reﬁted the -
building from the Modesto and Empire Traction Company for $60 a
month. And then went to San Francisco and purchased a crusher and
a press, and 100,000 gallons of redwood cooperage, all on a trade
acceptance basis,

Who supplied cooperage to you at that time?

Pacific Redwood Tank Company. I went in to see them, told them we _
had no money (except what we did have -- $5900. 23, and we certainly
couldn't give them any of it) but that if they would sell us the tanks on
a t1;ade acceptance, as soon as we sold the wine we would pay them.
So they géve us the tanks on a trade acceptance basis, the first payments
becoming due in the middle of January and the balance in March. And

I bought the machinery the same way., We started putting up the first
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50,000 gallons in this building in Modesto. And in driving the hoops

on these tahks, it was quite noisy. | Growers coming into town wou.ldv
come in and inquire what was going on, and when we told them we

were building a winery, they immediately became interested and

wanted to participate. Not having rhoney to pay for grapes, we made

a deal with them that if the.y would de 1ivér their grapes to us, we

would be Willing to make wine and give them in payment fifty gallons

of wine to the ton.

Grapes at that time were worth about $8 a ton, so receiving fifty gallons
for every ton they delivered meant that if wine sold at fifty cents a
gallon on repeal of Prohibition, they'd be making $25 a ton, which was
a great deal for them. It also made a very good deal for us, since a
ton produces at le;st 150 gallons_..

This got around, and we had more grapes offered than we ¢ould handle,
so I went back to San Francisco and got another 50, 000 gallons cooperage,
which was all that the building would hold. So we started the first

year with 100, 000 gallons of wine.

On December 5, on repeal of Prohibition -- as a matter of fact, jus-t a
few days before that -- I received an airmail letter from Chica;go from
a gentleman that I used to sell grapes to in Chicago, Wwhose name was
Charles Barbera. Charles Barbera had written me inquiring if I knew
~anyone who was going into the wine business, for he would like to go into
the wholesale wine business and wanted to buy some wine...could I put

him in touch with these people? I received that letter the first day or so

of December. Iimmediately drew samples out of the tanks and took a
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plane to Chicago the same day, arriving at his office the next mofning.
When I walked in Barbera expressed surprise and said, '"You know, I
just mailed you a 1etter.“l"‘ I said, "Is that so? Well, I just happened

to be coming through, and I'm in the wine business.'" He said, "Fine,

let me see what you have.' And based on this, I sold him. : |
‘My reason for haste was that I wanted to make sure I got the order first,
before other people found out he wanted to buy wine. I sold him a
hundred barrels of wine at fifty cents a gallon, fifty gallons to the barrel.
From there, I proceeded to New York and made other contacts.

I remember one particular incident: I was wandering down the 'Jewis'h
neighborhood at ciusk; it was snowing; I was looking for people who might
be going into the wine bu;'siness. By referring to the telephone book,

I could find people who were in the grape 'juice business -- that's what
they used to call themselves during Prohibition -- grape juice pedalers.
And one was Griffler. It was in a sub-basement, and I went down there,
and .I saw a large number of women bottling wine by hand. I inquired for
the proprietor and Griffler, who was an elderly man, came forward and

I told him I was there to sell wine. He said, '""Fine, let me see your samples,
In those days we had no knowlecige of processing other than that you would
filter the wine, then wait. With age it would clarify and stabiliz’e, and

it would take years to eliminate the sediment. So this was new wine that
I had, which required filtering almost every day in order to have it clear.
.So\th’ese were samples I had filtered the night before in the hotel room.

I showed him one sample. He tasted it, and he asked, "What's the price?"
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I said, "Fifty cents a gallon," ''Oh,'" he said, ”Oh, no, I don't want
aﬁy of this cheap stuff -- I only want gbod wine.'" Isaid, "Oh, I'm glad
to know that. Ihave some very good wine here, but it is ninety cents a
gallon.'" '"Well,"he said,l "that's what I wénf; " I said, "Fine." So

I pulled out another sample of the same wine, poured it out for him.

He tasted it, said, '""Well, now, that's exactly what I want.'" So based
on this I sold him one hundred barrels at ninety cents a _géllon instead
of fifty cents. That's the type of people who were in the business in thpse
days. They didn't know anything about the product, é.nd they judged it
by thé price.

At that time, immediately on repeal of Prohibitidn, it was necessary
that we sell wine to meet these obligations that we had coming.

I should back-track a 1ittie.

I told you how we got the equipment and how we got the grapes. But
neither myself nor by brother knew anything about winemaking. We
were aware of the fact that when my father made wine at hom e during
Prohibition, the wine started out being sweet soon after it was made in
November or December, and gradually became sour, so that in July

it was very sour. We knew you couldn't sell wine of that type commer -
cially, so it was important that we make the wine right. Based on |
this, just as soon as we got the tanks up and just before we started
crushing, I went down to the Modesto Library and inquired of the
librarian if she had any‘books on winemaking. And with her help, I

looked through the Library and there were none. After all, this was
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just on repeal of Pr.ohibition, and it wasn't a very popular subject.

Then she thought, and '"Well, " she said, '"down in'the basement there's
a stack of pamphlets. Therg might be some there from before Prohibition. "
And she said, '"Why don't you go down there and see if theré are any ?" |
Idid go down in the basement and went through an enormous stack of
pamphlets and found tWo of them thalt were published by Professor -

" Frederic T. Bioletti of Davis, One of them was entitled "The Funda-
mentals of Fermentation' and the other "The Fundamentals of Clari-
fication.' So this was what we needed, and I came up and I told her I
had found these, and she said, "Well, you're welcorhe to them. "_ So this
wé,s the beginning of our knowledge of the wine business -- how to make
wine.

My brother and I then proceeded that year to make wine in conformance
with these two pamphlets. As we were ready to ship wine in December on
repeal of Prohibition, it happened that some of the old-time winemakers
from up arourd the Napa Valley, men who had been in the wine business
prior to the time of Repeal, happened to come through and they saw us
barrelling wine, and they asked, '""What in the world are you fellows
doing here?'" We replied, "Well, we're barrelling wine we'ré shipping
east.'" One said, "Why, this is ridiculous. That wine will never carry
to the east. It's too new. It's still in the process of fermentation. It's
going to blow the ends out of those barrels." He said, '""We're not goir;g
to ship our wine. We're going to age it for a year, .at least," ’

We, on the other hand, felt that as long as the buyers wanted it and the
wine was sound, we should supply it -- which we did. As a result, we

'sold the entire output the first year for fifty cents a gallon and more.
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These other people up north kept their wine; did not sell it. We |
developéd a very good bulk wine business. From the first year on --
evefy year since -- we have kept adding storage, At that location on
11th and D Street, we rented a little space from the neighboring lumber
yard the second year. We built a lean-to and put up another 100,-000.
gallons, And each year we added some. °

What size tanks were you using for aging?

Whatever would fit in the building. Théy were mostly 5,000 gallon
tanks, 10,000 gallon tanks. In those days, .a 15, 000 gallon tank looked
awfully large. But we adopted a policy of making the wine and selling
it each year. It was good sound common red wine. By 1936 we had
approximately 300, 000 gallons of storage. In 1937 we built 1, 000, 000

gallons of concrete tanks at our present location. These were among

the first concrete tanks to be erected in the industry.

What were you crushing here, mostly?

Mostly Zinfandel -and Carignane. Those were plentiful types at that time.
Were there many Mission grapes at that time?

Not many around here. |

The bulk wine business, réd wine business, very quickly became very
competitive, and the prices started to drop.

Who were your chief competitors ?

At that time, in the valley here, the chief competitor was Dan Arena,
who had startea a winery at the same time in Oakland, and for three or
four years we were competing. The Franzia Brothers also had gone
into the wine business at the same time, in the bulk red wiqe business,

and we were compefing. Also the Roma Wine Company, Italian Swiss
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Colony, California Wine Association, (Antonio) Perelli-Minetti, people
of that type. Of course, we were the smallest of the lot when we
started. Some of the organizations were giant in comparison. For
example, the California Wine Association. This was an association

of men who were very important prior to Prohibition, who had some
money and a great deal of experience and a lot of contacts all over the
Uni ted States. Roma Wine Company, of course, was founded by

J. B. Cella, who found himself on repeal of Prohibition with a million
gallons of dessert wine on hand, which means that that was worth at
least a million dollars to start with. The italian Swiss Colony, with

a great background of experience and know-how and some capital,
These were our competitors when we started. A; I say, We adopted

a policy of making the wine and selling it each year, turning it over.
Each year we made a profit and increased the size of the plant. "In
1937, I believe it was, we built out at this location a million gallons...
Is this what's known a.sl- Dry Creek?

Yes. A million gallons 'of concrete tanks that were put up by Cahill, a
San Francisco builder. These were some of the first concrete tanks that
were used in the industry. |

Were they lined?

No. They were 40,000 gallon tanks at that time. They were not lined, but

" the cream of tartar from the wine would deposit on the walls and it formed

s

a coating. And they were quite satisfactory. We liked them better than
wood tanks because they didn't leak, and they were not porous, and they
wouldn't be contaminated. And in the summer time, if they were empty, .

they would not shrink and deteriorate. This wine that these people up
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north réfused to sell in bulk -- it later developed that the market

had dropped from 50¢-60¢-70¢ a gallon down to 20¢ a gallon, and

we ended up buying their wine that they wouldn't sell at 50¢ and 60¢
and 70¢ a gallon for 8¢ and 9¢ a gallon and blending it with ours

down here and shipping\ it out at 20¢ and 25¢ a gallon.

This was the mid-30's ?

This was '34,'35,'36, 1937. It was about '35 or '36 that we built out
here. It was 1937 that we built a distillery here, and that's when we
went into the dessert wine business. Prior to that time, we were
always in the table wine business.

When did the .prices fall?

Prices started falling about the Winter and spring of 1935,

About 1937, we made what was at that time the largest dry wine purchase
that had ever been made up to that point, and that .was when we bought
the entire cellar of Beaulieu Vineyards. Old man (Georges) deLatour
found himself with arou‘nd 400, 060 gallons of wine which he couldn't sell
under his label because he had produced his wine too dry and tart. We
bought it all for 20¢ a gallon, blended it with ours to make a very good
wine. We started making dessert wine in 1937. We remained in the
bulk business for 1937, 1938, 1939,

Before you leave this period, may I asi< you what your opinion of the
prorate was ?

The prorate came about, of course, because of the industry struggling
with the sur plﬁs of grapes. At that time I accepted the order without

any great feeling. We were paid to make the surplus into brandy, and
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we had a distillery. It was a profitable operation. We built a brandy
warehousé to house this brandy, and we were being paid for carrying
it, which was profitable. The year after, the prorate was terminated
and that was perfectly agreeable from our standpoint. In other words,

we adjusted ourselves to the time, and we were still relatively very

‘small.

What happened to your brandy finally?

Finally we sold most of it, like everyone else did (if I remember right)

to Seagrams, when the war started. That's what happened to ours, except
for keeping a few barrels for our own use, some of which I still have.

I have probably fifty cases left at home of this brandy. But that was the
extent of thét.

FROM BARRELS TO BOTTLES

Being in the bulk business, we were selling bulk to various bottlers all
over the United States. Although it was a very competitive business, we
made money every year. |

It was in New Orleané that Franck and Co., bottlers, who were buying
from us in bulk and bottling wine, became insolvent because their business
was so competitive. I made ari arrangement with them that they should
give us half the company in exchange for cancelling their debt, which was
something like $30, 000, They readily agreed to this. I made the deal,
came back to Modesto, and about sixty days later I received a news clipping
from a New Orleans paper, anonymously. This clipping was to the

effect that Franck was indicted fc';r white slave traffic. I tried to get

him on the phone at once and could not, and finally did reach him. He
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told me that it was all a mistake, that there was.no basis; for it, and
not to think anything of it. I got to thinking a.bout it -~ the man wasi
indicted on a charge, there must be some basis for it, and obviously

I wasn't being told what the facts were. And so I hopped a plane and
went down there. His trial. was coming up within ten days and so I
remained for that period of time. He was convicted and sent to jail;
whereupon I purchased his share of the company. And that's how we
.started in the bottling business, by taking over this bottler.

What year was that? |

That was 1939 ~- under the brand name of Cream of California, which
was the best seller in that market,

Tha. was his label originally?

That's right. We continued that business.

An& then in 1940 in Los Angeles, in selling to a bottler by the name of
Distillers Outlet, owned by David Vito and Sam Watt -- they too became
insolvent. We mé.de a similar arrangement with them for them to turn
over half of their company to us, and we would continue this business.
and my brother and I would supply them with bulk.

About this time it became apparent that there would be no future in remaining

in the bulk business, and we should start developing a brand if we were to

build anything. And as a result of that, since we had no one good brand,
the natural thing to do would be to develop the Gallo label. And so we

designed a bottle that was different from anything else on the market.



-25-

It was a high-shouldered t#pered quart. Everyohe else was using amber
glass, and Watt, Vito and I decided to use flint so that the wine could
be seen. We désigned a label to {it the tapered bottle.

Teiser; Was everyone else using fifths then?

Gallo: Fifths, right. And they were amber. They were using what was known as
the traditional amber fifth, This quart; as I say, departed from the
tradition. I thought that the consumer would like to see the color of the
wine. Wine is a beautiful color, and why not take advantage of its appeal?
We designed a tapered label for the bottle and put recipes on the side of
the label. Sam Watt's wife was an excellent cook and she prepared the
recipes we used. It was an attractive package for the time. We
introduced it in Los Angeles.

Teiser: Were you bottling there?

Gallo: Yes, in Los Angeles in the bottling plant where we were half-owners.

Hired a sales force of eight men and offered the product to the stores in
the Los Angeles market. Now, I think I have a talk I delivered at Stanforci
that covers a lot of this ground.* Maybe I could give you that instead of
my...or would you rather not have it?

Teiser: I'd rather have yoﬁ tell it because I can ask you questions, if you don't mind.

Gallo: All right. So we started in the merchandising of wine in 1940 in L.os Angeles

by designing this bottie, this package, and a rack which would hold

ten cases.

*See "Building a Sales Organization for Gallo' delivered at the Stanford
University Business School February 28, 1963, See Appendix.
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Watt, Vito and I designed this rack with an electric bulb behind it that ,
showed the color of the wine to the best advantage. We put these in the

retail stores,

‘Who were your suppliers at that time of glass and labels?

Owens-Illinois was the supplier of glass. The labels...at that time, I
don't recall.

These were special mold bottles ?

Yes. Our own. In thinking the thing througﬁ, I concluded that we had to
do soniething that would appeal to the public more than what the others were
doiﬁg, otherwise we had no chance of getting started. Because at thattime
Roma was well set, Italian Swiss Colony were established in the market,
Petri, Guild Wine Company and C. W.A. were growing. So this new
design of bottle, this rack, this label, this uniqueness of having recipes
on it, was different.

Then also, why should a retailer carry it? He had all the wine he wanted.
I went on the basis of rendering a sérvice to the retailer. Our salesmen
would come in and would stock the shelf for the retailer. So this would
give us the opportunity, while we were stocking, to ‘get the best shelf.
And every week or every two weeks, we'd come backr,and restock that,
and each time we did, we'd take a little bit more space, and in a better
position. I felt this: that since we couldn't spend a lot of money .
advertising, I wanted the retailer's recommendation of our product.

I knew he wouldn't recommend it verbally, because he would be too

busy and would forget. So I felt that if I put it in the best spot in the
store, with the wides;t spread and our bottles always nicely dusted and

clean, this would serv\e in place of a verbal recommendation by the
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retailer. The consumer coming in sees it in the most prominent
position and figures, well, this must be what the fetaiier musf think
is the best. And based on this, we moved very well,

Teiser: Were you bottling both table and dessert wines at that time ?

Gallo: Yes. It was necessary also to do some advertising to have retailer
acceptance, because we couldn't afford to sell our wines cheaper than
anyone else did.
So we designed a half-page color ad, which was at that time --
1939-1940 -- something of a novelty.
We produced one ad and ran it in a LLos Angeles paper and had tear- '
sheets made of it, and once a month we mai‘lved this tearsheet to the
retailers. Retailers became very familiar with the Gallo name.
In 1941 we decided to shut down the bottling plant in Los Angeles and
bottle here in Modesto. |

Teiser: You hadn't bottled at all here?

Gallo: No. We started to bottle here just at the time when the war broke out in
1941. .. just before that.

VINEYARDS, GROWERS AND WINERIES

Gallo: The declaration of war resulted in the government requisitioning the
Thompson variety of grapes for raisins. Therefore, the supply of
grapes for the wineries was curtailed drastically, and fhe O.P. A. prices
on wine came into effect. The price of grapes (we had been paying around
$15 and $20 a ton in 1939-1940) immediately jumped to around $50 a ton.
We couldn't get enough grapes for the wine we could sell, hecause

everyone was in the same position. There just weren't enough.
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All this time you were growing some grapes yourself as well as buying some?
Yes. We always owned the vineyard out on the Maze Road, which now was
270 acres. We had the twenty acres I mentioned in Livingston, which was
that twenty acres of Charles Millard's. Across, kitty-corner from that
twenty acres, there was 160 acres. That general area hald very good

soil, which sub-irrigated. Water was at about five to six _feet below the
surface. Tiqe;e was 160 acres which was very good soil, but was infested
with morning glory. It was completely covered, and was virtually
abandoned. We inquired and found that we could buy it for $80 an acre.
Since there were good vineyards all around there, we knew that the soil5
must be good, and it was just a matter of trying to kill the morning glory.
At that time this was cons.idered quite a problem.. Nobody knew quite how
to handle it. We reasoned that if we could cut that morning glory below

the surfact so that it couldn't get any sunlight, it would die. That just

made common sense.

We talked to old man Millard and told him that we thought that we would

buy that 160 acres at that price and kill the morning glory and then plant

a vineyard. And the éld man said,. ""Loook, before you can kill that morning
glory it will kill you!" But in any event, we did go ahead and buy the land.
We then bought four mules and a weed cutter, put a rﬁan on it, and reasoned
that if we would have those foﬁr mules continuously run this weed cutter over
this 160 acres, it would take them about a week to do the whole field, and it
would never see daylight because we would be cutting it unde‘r the surfact. -
And that's exactly what we did. In ab-out eight months, the rnorningrglory

was dead. And so we had some very fine land at a very nominal cost.

We planted a vineyard there; it did very well. This was about 1938,
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In 1942-43, grapeé went as high as $120 a ton. We later sold that
vineyard for better than a thousand dollars an acre. It was a very
good investment.
Dur:ing the years of '38, '39, we were buying a lot of Thompson Seedless
grapes from what was known as the American Vineyard, a 1000-acre
vineyard near Livingson. Since we were buying a considerable amount
of grapes from this vineyard, we wanted to buy the vineyard. It was
owned by a corporation, a land company. We tried to buy the vineyard
from them. They were reluctant to sell, but finally did put a price of
approximately one-half million dollars for the vineyard. On inquiring
around, we found that we could buy control of the company for about that
much money, and that they had 5000 additional acres of land scattered
around the state, some of which was in row crops and some of it was ' '
just pasture land. So we acquired the majority of the stock in the
company and then later bought the other stockholders out.
That was known also as the Valley Agricultural Company?
Yes. We acquired thé entire property, and sold off the other pr.operties
so that this vineyard ended up costing us very little.
In 1942, when the war was on, it was not permitted to make wine out of
Thompson Seedless grapes, so we made raisins by dehydration. We had
a dehydrator on the 'vineyard. Grapes then immediately jumped to $50
a ton and more, as it turned out. Tha£ place since has been expanded
from a thousand acres to -- We now have there, including the family --

something like six thousand acres. Last year we purchased 3000 acres
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known as the Cquwe.ll_»_._R.a.nch -- for $1, 550, 000. I‘t is fine river bottom
soil aloné the Merced River. It was devoted to dairying. Several
renters had dairies on the place in a very dilapidated condition.

Since the water table was high, it has been necessé.ry to put drainage
canals throughout the place. We will start planting this spring
(approximately 800 acres. We expect this to be an outstanding

vineyard development.
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Teiser:  Some owned by the company, and some by individual members of the family?

Gallo: Yes. My sons, and my brother's children. We are three brothers, you know.
Myself, my brother Julio, and my brother Joe who is ten years younger
than I am. My brother Julio and I and our children are the only ones
interested in this company. My brother Joe is farming on his own and
has six or seven thouéand acres of his own, between grapes, field crops
and cattle, |

Teiser: What kind of grapes do you grow there?

Gallo: Originally in '42, '43, '44, we were planting varieties like Palomino,
Mission, Grenache. Most of these have been dug up, including the
Thompsons, and we have planted such varietals as French Colombard,
Barbera, Chenin Blanc, Ruby Cabernet, Tinta Madeira and Petit Sirrah;
And we have produced these after -having tested in our own nurseries
there hundreds of varieties, .and‘making wine from them over a period
of years so that we know that we can get from these varieties a good
yield and very goo.d wine. We are now currently experimenting with
éontrolling the climate in growing grapes (we have a twenty-acre tract
that we are working in conjunction with the University) and with having
automatic sprinklers in the vineyard so that when the temperature
reaches a certain point they automatically go on, and this cools the
termperature within the berry of the grape; and theﬁ when the terﬁp.erature
gets to a certain .level, it goes off. Samples from wine made from grapes
that have been so grown indicate so far that the resﬁlts'are encouraging;
that we can make much bettef wine by keeping the temperature in the
vineyard cool..

Teiser: This then stands in place of irrigation, too?
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This then stands in place of irrigation, too?
No. We irrigate also. The new vineyards we are now putting in have

overhead sprinkler systems, but this system is really an atomizer,

~ just above the vine, not intended to irrigate. It creates a mist and

goes off and on as the temperature changes, so it is really not penetrating
the ground. Last year we purchased three thousand acres of land we call
the Cowell Ranch, whicﬁ §ve're going to plant with varietals.

Where is th-at?

LIis approximately 10 miles below Livingston. We feel that‘ the general
area of Livingston and north produces grapes that make far better wine
than from Livingston south, In the Fresno area,; there's just too much
heat. And the farther down you go, the warmer it gets. And even though
they do plant varietals there, we're not sure yet, at this point, how good
that wine is. Certainly varietal grapes down there will make better wine
than non-varietals, but as far as the resulting wine, it's better in this

area and north,

Do you maintain a certain balance between your own acreage and the

tonnage you buy?

No, We will crush this year somewheré around 65‘;0, 000 tons of grapes.
We will produce only s omewhere in the area of 50, 000 tons. Some of the
vineyards are not yet bearing. But our requirements for érépes are
growing at such a rate tﬁat we couldn't hope to keep a balance with our
plantings. This is why 4 vyears ago, in an effort to encourage the -
planting of varietal g_rape‘,s, we offered a fifteen-year con‘tract to growers,

guaranteeing them a minimum of $75 a ton or the marKet price, whichever
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is the higher, if they would plant the varieties that we feel are the

best for the wine business.

I see more opportunity in more areas in this wine business, today, than

-ever before. Today, between this Modesto plant and the Fresno plant

and the one in Cucamonga, we have something like 135-mi11iqn gallons of
capacity, and before the year is out we will have approximately 165-miilion
gallons. Last year we .built a new ﬁ/fteenfmillion gallons winery at our
vineyard in Livingston, which is included in the above figures.

The industry is expanding because we have learned to make the type of

wines that the consumer is considering beverage wines. Now they can

" drink them because they enjoy them. Twenty years ago, or even ten years

ago, most California wines were an effort for most Americans to drink
unless they were people who had been drinkiﬁg wine for a long time. If
you remind me the next time ybu come,'I'll have someone take you through
the plant. We just completed construction on that new building you see as
you comé in. That's avn_ew research laboratory. And really, they do
some fantastic work there in developing new products and improving the
prociucts we have. Our wines today are far better than they were ten
years ago; this requires more grapes and better grapes. That's why
some years ago we started swinging heavily in our own vineyards towards
varietals. |

Earlier, had you offered some inducements to grbwers?

Only higher prices. After all, in addition to the land today, it costs from
$1000 to $1500 an acre to bring a vineyard into bearing. So, as a result

of this, we did not find many growers planting -- or planting in the
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volume we need. So we offered this plan to encourage planting. The
industry is growing sé fast that we must have more plantings, and quickly,
if we're to maintain the same quality. And this we'll not compromise with.
Therefore, with regard to the grape segment of c;ur industry, we must
encourage the grower to plant better varieties...and quickly, if it wants
to meet the demand.

These varietals, are they lower yielding?

Théy're somewhat lower, but it's surprising how the varieties we've

éhosen do yield respectable tonnages. They'll yield seven, eight and nine
tons to the acre, and some will -- under extremely favorable circumstances:-
éo as high as 10 tons. And they make surprisingly good wine.

They're mﬁch lower yielding in the northern counties?

No. This is a misconception. Fifty, forty, thirty years ago, when it was
all those hillsides‘ that wére in'grapes where the work was done with.a

mule or by hand, tho§e grapes bore two, three and four tons to the acre.

But since then, growers are planting the flat lands and lowlands, and they're
sprinkling, and now fhey ‘re getting seven, eight, nine tones to the acre. |
You have bought grapes from those nozlthern valleys, have you not?

Yes. Well, we have long-term contracts with a number of wineries in

Na‘pa and Sonoma counties. At thé present time they are the Napa Valley
Co‘op. , the Sonoma Coop. ’ Martini and P‘rati, Frei Brothers and Guild-Ukiak
Do. yoﬁ crush them here?

No, No. They crush there at their plant, and we have long-term contracts

to take their wine. They make the wine under our supervision.
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Do you use them for blending or do you use them by thngelves ?

Both. Some wines we put dut are straight n,o;‘th coast county grapes, wines
from there. And some a.ré blended. How did this come about ?

Going back to the time that I had mentioned, as much as t.wenty years

ago, in order to improve our quality, we didn't use those wineé either

by themselves or to blend. That area was not doing well at that time; and
8o we rendered, I think, a great service in that area.

When we went up there, grapes wére about $50 a tdn, and thesr didn't have
a home. Those coopefatives were on the verge of banquptcy. We made
these contracts and we steadily have increased rtheir prices until this

1ast year (1976) we returned the grower aroﬁnd $250 a ton for their grapes,
And as a result, whereas there was a pefipd there twenty years ago anci
fifteen years ago that grapes were being dug oﬁt, now they're planting
again. And, on the o£her hand, though they are planting on the flat lands
and lands that previously were considered of marginal value for grapes
because the quality wouid not be‘as good as it is from the hillsides --

because of all the economics, they're planting in the flat lands now.

" Are they finding the quality better than they anticipated?

Somewhat better, but not as good as from the hillside. But if you can't
get them from the hillside any more, if they've stopped farming those
lands, then the next best thing is the valley. So I think that the price

of grapes up there now is such that there's going to be accelerated

planting. They're digging up old prune orchards and other things and

planting them to gré.pgs‘. And certain varietals, the better ones in the
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better locations, are bringing around $500 per ton in 1970. Of course,

the heavy frost had a lot to do with it.

If the prices keep going up, perhaps they'll go back to the hillsides,

I would really doubt it, because if you can producé only twoand three and
four tons to the acre, it's impractical with the high labor costs...and the
high cost of planting grapes. I don't think so. E.xcept in some small,
isolated instances perhaps it may océur, but generally I would doubt it.
With the proper varieties that we have developed in our nursery and tested,
the areas of Lodi, Modesto and Livingston produce really respectaﬁle
wines.

Quality and Mechanization

Do you supply plants or cuttings to growers? |

Yes. We make them available to growers, We also have 4 grower
relations department, which is a staff of men who, ‘during the growing
seasons, call on our growers and obsefve their cultural practices,
advise them when it's time to cultivate, é.dvise them how to prune,
advise them when to spray and advise them when to pick.

When did you start that?

We stated that about seven years ago.

Were you the first in the wine indﬁstry?

Yes. As far as I know we are the only ones who are doing it today.
This is to our interest becaﬁse we want the grower to produce the best

type of grapes that he can, which is reflected in the quality of our product.
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This is tﬂe same type of program, I suppose, as your research lab,
This is a parallel sort of effort.

’fes. It's a program, i'eally, of improving the quality of our wine.
And whereas technicians can today impfove quality immensely over
what we did before, still they can only go so far. You have to start
with the grape. Unless you have good varieties, properly grown,
properly developed, why you're just not going to prodﬁce that quality.
And I feel that the quality of wine that we sell is really remarkable
considering the volume that we produce.

For instance, we don't éell to restaurants, although we sell better

than about 40% of all the wine sold in California, and one-third of

the California wine sold in the United States is ours. In other words,
one bottle out of three of California wine that's sold in thé United
States is ours, and one bottle out of every four of all wine sold in

the United States is ours. Still, we don't sell to restaurants and hotels,
As a result, when I'm-in restaurants and hotels, I order the wines that
f.hey carry, which are termed premium wines. I find that I have to

be very careful in picking those wines to find one that I can enjoy,

whereas my wines are always clean, fruity, fresh, pleasant. There

are a few wines that these othe r people produce that are better now,
certainly., Louis Martini may have a Cabernet Sauvignon and he may
have a Johannesberg Riesling, but when you leave those, I would rather
drink our wines. And the same way with perhaps Krug. They may have
a great Chenin Blanc...they may have a great rose' -- but the rest,

I'd just as soon drink ours. And when I get to Almaden, it's one or

two wines. I don't know of any wines that Paul Masson has that I think
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are better than ours. I think ours are better than theirs.
Ana so it goes.
First of all, I think I am objective. I mean, I can affdfd to be. But it
might be that béing in the business, my sensory keenness or awareness
is such that I can detect in those wines the thiﬂgs that the layman can't.
For example, in many of those wines I get a musty flavor...an off-flavor
--a contaminated, unclean taste. Yéu :see, they use mostly wood tanks.
Wood is porous. Bacteria impregnates those pores. That's why we went

to steel. The inside of our tanks are lined with plastiglass. After all,

~you're filling and emptying these tanks. Air gets to them. If you use

a detergent that is powerful enough to cleansre the bacteria in the poreés of
wood, your wood's going to disintegrate.

They use sulfur, don't they?

Yes...yes, they do.

And you don't have to use that?

Yes,v but very much less than other producers. We are very sensitive
about the use of sulphur. In wood, as a result of emptying and filling,
emptying and ﬁl.ling, over the years bacteria develops so that the wine
has an off odor and flavor. Aﬁd to me, since our wine is always clean
because it is stored in plastic lined tanks and nvc'>t contaminated in any way,
most \yine vstored in old waod tanks is unpleasant, tastes unclean...and
that's exactly what it is, unclean. _ | ,

You know, years ago, people used to marvel at the winemaker who could

sit down and taste wines and tell you whose they were without seeing
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the label. Well, it's not that great a trick. Because each of these
wineries that use wood has developed a.n off-taste of their own,l
because there are different bacteria in each plant. And that's why
we recognized this long ago.

We discontinued wood soon after concrete came along, because it
was better. We had beautiful redwood tanks, 60,000-gallon tanks,
some of them were only two and three years old. We tore them

right out and put in concrete. As soon as the steel tank proved to

be feasible with the proper linings, we tore out the concrete and put

in steel.
Teiser: What kind of lining do you use?
Gallo: We use a synthetic plastic lining in these tanks, which we apply

ourselves. We're building tanks all the fime, so we have a crew
that's constantly putting this lining on. As far as transporting, that
is moving the wine from one tank to another, we use stainless steel or
glass pipes.

Teiser: I think you said you did not develop this type of tank here?

Gallo: My recollection is that 3. B. Cdla, at‘Reedley, used three s.teel tanks
for grape juice at that timé. And this is where we got the idea that it
was feasible to use them for wine, and we started putting thé/m up. This
first tank you see up here (pointing out the window) is a million-gallop
tank. That's the largest in the industry. And the rest of these are
600, 000-gallon tanks.

Teiser: Is a million gallons too large? Why have yoﬁ so many 600, 000-gallon

tanks ?
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Gallo: For flexibility. We have also some 400's and 300's and 200’'s.

It's a little more flexible‘ size. Our plant in Fresno is of almost
similar size, except we don't bottle down there. And they're
mostly 600, 000-gallon tanks.

Teiser: How do you protect them from the heat?

' Gallv.o: Dessert wines do not require protection frofn the heat. The steel
is exposed. Those that have table wines in them are insule‘).ted,‘ and
the wine is refrigerated in the tank.

Téiser: Did your plant engineers work on these or 'did they work on them with
other engineers or...

Gallo: We have a véry skilled engineering department. Most of the ideas are
their own. But they obtain ideas from other industries and adapt them
if necessary. Th.ey produce some of our own equipment. Or, they
buy équipment and adapt it,

Teiser: You ha ve not used the Rietz disintegréto;' for crushing, have you?

Gallo: The disintegrator, no; We tfied it for part of our production some
years ago and discontinued it.

Teiser: Why ?

Gallo: Because disintegrating this mass might be satisfactory for distilling
materiai,/ but for yvine it imparts too manyvunpleasant flavors. For
example, we were the first to experiment in developing a mechanical
harvester for picking grapes. And we spent, about three years ago,
something over $250, 000 in developing the rhachine. The principle
was a vacuum. It would, with a large/ hose, suck the grapes right

‘off the vine and into a tank. The problem is that it worked too well.

It not only sucked the grapes, but the leaves along with it. And when
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they arrived inthe tank, it was a slurry of grapes, of grape pulp,

and juice and leaves, We were unable to find a way of separating

the leaves from the grapes, and we turned the whole project over to

the Un‘iversity. of California for them to see if that could be perfected.
We've experimented also with these other processes that are being
used -- of shaking, We're hopeful. In fact, we have one of those
machines. Up to now it accounts for a small part of our harvest.
We're still picking mostly by hand.

We were one of tile first to agree to have our vineyard unionized.

When we were approached by the union organizers, we were glad to
have them organiée our help. I have felt for a long time that the

grape laborer has never received his fair share of income. I was
raised in the vineyard. I know what it means to get. up at three in the
morning and sulfur grapes and spray and cultivate and prune, and

as a result I can't recon.cile a man working in the field in hundred
degree weather in dust and dirt, doing hard physical labor and receiving,
like they were here only a year or s;o ago, $1.25 an hour, when the
women we have in our bottlitig room in white smocks, sitting on a

stool in an air-conditioned bottling room looking at bottles go by are
getting $2.75 an hour. There's just something wrong. And I just

can't reconcile the two. And I've alv;rays felt that field labor should

get a lot more money. We've always paid our field labor more than

the prevailing wage. However, that stilyl was not nearly what it should
be. And as a result, when the unions came by -- that is, the organizers
came by -- why, we told them we were quite glad to have them organize

the help. And as a result of this, I've been in favor of this movement
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throughout California to organize the grape laborers. This is
contrary to most people in a similar position to mine. I'm glad
to see that they're starting to make some progress in organizing
field labor. So this is a movement I'm very glad to see from a

humanitarian standpoint. Well, so much for that.

Adding a Bottle Plant

Gallo: Shall we go into the glass plant? We'll probably just have time to

cover it. We went into the bottling business in 1940.

Teiser: This, I'm told, is something the whole industry is grateful to
you for.
Gallo: Yes, we helped to hold the price of glass down. As I stated, we

went into the bottling businesé in 1940. Our business continued to
grow. I always had been a believer in buying all your requirements
of'a given item from one supplier, just as we used only one railroad.
Since we've been in business, all of our traffic has gone on Sante Fe
Railroad. I've allways operated on the policy of making our business
'important to the supplier. If we split it among many, we would not

be important to any. So we were buying all of our glass from the
United Ca‘n- and Glass Company of Oakland, which was owned by Norton
Simon, I found that every year we were receiviné glass price increases.
They Wduld receive a small labor cost increase and they would increase
the price of glass.substa'ntially. Every excuse to keep raising the price

of glass. And we had become rather important users of glass.. By 1955,
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1956, 1957 we were using a lot of glass. We had reason to believe
that we were using most of United Can and Glass's output at that time.
So we undertook to make a study as to héw much it cost to make glass;.
f‘roi:n the figures we could gather, the cost of sand and the cost of
soda ash and how much gas and heat you would need and all that, it
seemed to me that they were making é rather substantial profit and
that their -increas'es, peribdically, were unjustified. As a result of
this, we set about to inquire as Vto the cost of a plant, and got prices,.
and were able to project what savings could be made by establi/shing

a plant of our own, And with this, we were able to, at that time, prevail

upon the bank to loan enough money to build a glass plant. And the

savings were in accordance with the projection.

| Teiser: Is bottle making equipment difficult to bu'y? Is it closely held?

Gallo: It's not difficult to buy. It was at that time made by the Hartford
Emp’iré Company in Connecticut, There are vothers now making
glassmaking equipment, There's something about the know-how
that is foreign to most people. So it was necessary first of all to get
enough mdney to build the plant, secondly to have it engineered to
be an efficient plant, and thirdly to get the know-how. All .of WllliCh
we accomplished. And from the day we started the plant, it operated
perfectly. We had everything planned and timed that well, We built
the first furnace in 1958, and about four years later we had outgrown
its capacity and built another furnace of equal size. In 1970 we built

a third furnace, whose capacity is just a little less than the other two

combined.
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Qe have never made glass for others. The plant is operated
continuously for our own use. We normally carry about a million-
and-a—half cases of full glass -~ full bottles -- ready for shipment.

Do I remember some;thing about your developing your own type of
glass?

;Yes. At the time that we determined we should go into the glass
business, we had a contract with United Can and Glass for our require-
ments. I called on Mr. Simon and asked that we be released from the
contract, which he refused to do. They were making flint bdttles; our
contract called for their making all of our requirements of ﬂint bottles.
My approach to him was that since I had developed his costs, I waﬁted
a substantial reduction in thé price. This he refused to do. Whereupon
we put our research people to work to develop a different type of glass
with the objective of developing a bottle which would lengthen the shelf-
life of our product. And, from our studies, it was the ultra-violet rays
which get through which cause the wine to deteriorate. And so throﬁgh
our experiements we found elements that we could add which would
obstruct the ultra-violet réys getting through the glass. And these gave
the bottle a green color. So we gave it the name of Flavor-Guard.

Is this a proprigtary formula?

It's no longer a proprietary for;'hula. The name is proprietary. So
instead of using flint any more, we wanted this tlype of glass, and we
cduld produce this ourselves because ouf contract didn't cover it.

And we produced this glass at the outset.
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Did you fulfill your own requirements. from the beginning?

Right at the outset. The plant was designed to be larger than our
requiremeﬁts. As a matter of fact, it took us four years to get to

the cépacity of that plant.

As I said, as I understand it, the industry feels you have done a benefit
to everyone.

Well, when we put up that plant there were no longer any price increases.
As a matter of fact, thgre was a decrease or two. So we did to that
extent benefit the industry. Well, the same way' that Petri benefited the
industry when he put up his tank ship. He built this tank ship,a nd
based on tha;t, freight rates stopped going up. And as a matter of

fact, we got some freight reductions, (iLaughter)

An Historic Maneuver

Were you in on the beginnitmé of the Wine Institute ?

No. .

Did you approve of it in the beginning?

Yes. At the beginning we were, as I said, very small, Very, -very small.
And I was a youngster. We went into business when I was twenty -four
years of age. And it was all these old-timers who organized the

Institute. We didn't join the Institute. We didn't join the Institute

until five or ten years after it was organized.,- And then I became

actively interested in it, Served two years as chairman of the board.

Did you find that anr interesting experience? To serve as chairman of the

board?
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Oh, only as you would...
Well, I could tell one experience before I was chairman of the board.
That was quite some time before that -~ just as a younger Emember.

Let me backtrack.

When we decided to go in the bottling business and moved it up to

Modesto, then the war started. As soon as thg war was over, I think

that was. 1945 -- that érush --all grépés' became..available.

Just beforé the war started -- 1939 or 1940 -- Schenley had bought out
Roma. And when the war started, as I have said, the grapes became
short, wine was short, and it wasn't a rﬁatter of selling wine any more,

it was just filling orders. Schenley had taken advantage of the situation
and required retailers to take large quantities of poor table wine, table
wines that they didn't want, in order to get whiskey. Lewis S. Rosenstiel
got the idea that mark»eting wine was very' simple, and he wés going to
monopolize the wine business. So the first year that grapes became avail-
able, he set out to try to buy most of the grape supply and make the wine
for his Roma. He employed wineries all up and down the state to make
wine for him. But he made a fundamental error. He paid these wineries
a fee for making the wine, and authorized them to go out and pay whatever
they had to pay for grapes. He didn't give them any ceiling. So these
wineries started bidding against each other to get as mavny grapes as

they éould since it didn't cost them anything. And .as a result he drove the
price of grapes on himself up to $120 a ton,

We started buying grapes at $60 a ton at the beginning of the season

like everyone else, and the price during the season kept going up.
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When it got fo be $120 a ton, we felt that it was way out of line,

and immediately started selling bulk wine. As a matter of fact,

the _£ew grapes we had le;ft, we sold therh at $120 a ton, too.

Bulk wine had gotten to $i. 40 and $1.50 a gallon. This was in
November and December of 1946. It appeared to us ét that tirﬁe
that this price was unr.e‘alistic and, as a result, proceeded to

sell all the wine that we could at around $1.40 a gallon. By the
followiﬁg iuly, bulk wine -- that is, bulk dessert wine -- was down
to around fifty cents a gallon. That year Roma, which was owned by
Rosenstiel, lost $18-million in the wine business., As far as I know,
we were the only ones in the wine business who made any money that
year.

The Dry Creek Winery Complex

Would you repeat what you said just now, before I started the recorder,

about this building?

With reference to this administration building, we were in considerable

- need of a structure of this type some years ago. We had outgrown the

61& offices, which were housed in the small winery building that we
built in 1937, We had removed the tanks that were put in there and
converted it t'd an office building. The first offices in that building
were just a small portion of the building, but ‘as the business grew,
we removed tanks and added offices and also the laboratory. We
attempted to buy the property that this building is on, which is
approximately 60 acres, from the people who owned the site over the

last ten years. However, they constantly refused to sell the property
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to us, as they saw that we were increasing the size of our irs tallation
across the street. We were expanding every year, and as a result,
they felt the day would come when we woula have to pay a rather high
price for this sixty acres. Of course, they were right,

I can still remember Dave Arata, who, between him and his family,
owned the sixty acres. Every few months this gentleman would come
over, look around, and néte that we had put up a few morie buildings
or a few more tanks, and would break out in a grin and say, "Well,
you won't be able to keep this up very much longer WithOlllt buying my
property."

Negotiations over the ten years were fruitless. This delayed the

- construction of the administration building. We finally felt that we
could not buy the sixty acres, and being pressed by the need of a
building, proceeded to buy just across the railroad traci(, east,
eleyen small businesses that were situated on seven acres, in order
to provide anarea on which we could build a building., We purchased
each of these businesses and tore their buildings down (except for one
which currently houses our cap producing facilities) and cleared the
tract. Had the building designed to place on that piece of property.
On the day before we broke ground there, my son David came to me
and sﬁggested thét we try once more to buy the sixty acres, because .
it would be a far better site for the type of building that we had in mind.

As a result of that, Julio contacted Dave Arata again and pointed out
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that the new site for the new building had been cleared, that if he:

were to sell his property to ﬁs, it would have to be on that day. Otherwise,
if we broke. graﬁnd the following day, it would be too late. Based on

this he agreed to seil, set a price of something in the neighborhood of

1

$8000 an ac}re_ .?am;we purchased it. This was a rather fortunate
situation b;cause the building oﬁ this site is much better than it

would havé been at the other location, which would be overseeing
neighboring small businesses and a residential area.

How much acreage did you have here before you purchased these...
Before we bought this sixty acres, between the glass plant and the winery
and the cap.plant, there was approximately 100 acres.

The acreage you bought where the small businesses had been, is

that where your new laboratory is ? |

No. There's one building in one corner left thére which is being used

for the cap plant, where we manufacture caps for our bottles. And the

rest of it is being used for parking area.

. With reference to this building, we felt that because our plant is industrial

in appearance, with all large steel tanks in the open, which has the
appearance of an-oil refinery, we needed some tyﬁe of effort to humanize
the appearance of the organization and to give it a feeling of warmth
which would help to improve the image of the organization to visitors and

the public. With <his thought in mind, we set out to try to get an office

~ building that wouid help to tend in that direction. We employed five

architectural firms at a fee for each to develop a schematic idea that.

would suit our purpose from the standpoint of appearahce, image and
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functional aspects. On receiving the five ideas from the architects,

we discarded them all because we did not feel that they would
adequately serve the purpose. As a result of this, people in the
organization just sat down with me and we developed the general

idea of this building. We have very creative people in the organization.
One of them is Albion Fenderson, who has been with us for sixteen
years and is an executive vice-president in charge of marketing,

another is Howard E, Williams, who is the vice-president in charge

production. These men are particularly creative, and together we
developed this general design and then gave it to the architectural

firm of John Bolles of San Frar}c.isco to execute. I feel that John Boliés
did a good job in executing the idea. The palm court, the pools and the
landscaping were done by Donald Crump, from Stoékton, whom I consider
a highly qualified man. He's done all the landscaping at my home.

You mentioned to me the other day that the land was contoured.

Yes, this site was originally flat, but Crump induced us to do.a great
deal of contouring which, in my opinion, is all that he promised us it

would be, As a sidelight, when the building was designed ard under

' cbnstruction, the matter of furnishing the offices came up, and there.

were some who took the position that, as a matter of course, a business
office would be one in which all the executive offices would be furnished
and decorated pretty much alike; that an industrial decorator should

be employed who would lay out the offices to be fundamentally the same .

' -- same carpets, same type of desks, same type of wall covering,

window shades. etc. Those who advanced this thought felt that this
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was the normal thing to do in offices, and also it had the a&vantage

that when visitors walked down the hall all the offices would be in
halg'mony; they'd all be the same. After giving this matter some
thought, it occurred to me that all the executives in this organization -
put in long hours of work, and they're all very different people.

And a lot of them are very creative. And that therefore each of theml
should be given a budget and allowed to decorate and furnish his office
to suit himself. This was done and everyone is particularly pieased
about it. Examining each office indicates a different personality.

And, as a matter of fact, what few visitors we have find it a matter

of éarticular interest to see how each office is different. Not that

it makes any real difference what the visitors think; the more important
thing is that each one who's working is working in an atmosphere in
which he is most comfortable and most happy.

The outside of the building is concrete in which we have added ground
glass from our furnace. As a result, it gives the surface a texture and
appearance that is different from anything else that you will see. There's
a ]_.ittle green tint, which on close examination is, I think, rather
interesting. So much for th e building.

Let me ask how long you've been here.

We've been in here now three years,

I believe you lend it at times for public use?

Yes. Periodically, civic organizations such'as the Art League and
the §ymphony and organizations of that type want to put on a benefit or

want to exhibit the work that they are doing. On certain occasions we
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do ;;e'rmit them to come and use the palm court, and it has
é.ttracted a great deal. of é.ttenfion. All of these functions draw
many, many times as many people to them when it's known they
are being held in this.building.

Do I remember reading that your firm is the largest employer in
the Modesto community ?

Yes, I beiieve we are,

It seems to me I read that you feel a responsibility toward the

community. ..
My brother and I, of course, were in Modesto all of our business

lives, and as a result, we feel Modesto is our home and are pleased

to do whatever we can to have a business here which the community

can consider as theirs, too. There's a closer relétionship between
my brofher and I and the community, and the community and us, than
you normally would find in another area. We find that -- at least, we
believe that -- people in the community are glad to have this organ-
ization here, and we, in turn, of course, find this a very satisfactory
place to be located.

Before we leave the subject of ypur buildings here, the new laborabory
seems to me a building of sone architectural distinction, too.

The architectural distincti;n of that building to me is not a favorable
one, I feel that it turned out to be a little low and squatty and heévy

in appearance. As a result, the landscape architect, Donald Crump, is
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contouring the foreground there in an attempt to soften up the
appearance of the building. As far as the building itself, it's
built in a hofseshoe shape., Getting around through the back, there's
an open court there that's going to be developed. We've only occupied
that building since the first of Juné. As a result, :the landscaping is
in a process of being developed at this time.

If I haven't already so stated, that laboratory and research building |
is :eaily unique, both as to the work that's being done there and its
size. As far as the wine business is concerned, no winery in the
world except ours has a structure of that size devoted to winemaking
analysis and research. Nor does any other winery in the world have
as many people spending their time with such fine equipment, developing
new products, new wines, and improving those we have. The number of
personnel in that buildiﬁg is about eighty. And each class of wine we
have has a sepa;ate winemaker and his as‘si.;tants. And each winemaker
has his own private laboratory, as well as access to a large analytical
laboratory equipped with very sophiéticated pieces of equipment.
Teiser: Some of that equipment you developed?
Gallo: Some of our personnel have developed some of the equipment, and some
they have adapted to our particular use --that is, to be used for wine,

New Technigques and New Wines

Teiser: I believe some technical articles about that work have come out?
Gallo: Yes. Our technicians are constantly putting out articles on the
development of their new techniques and new findings that they make

available to the industry.
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This brings up the point that, as I gather, you feel not only a desire
to share certain things with your community, you also seem to feel

a desire to share things with your industry in this way.

- That's right. Our technicians do attend industry functions and meetings

at which fhey participafe in seminars and discuss some of the i:hings :
that we are using and how we are using them. We feel that the wine
industry will grow much faster if everyone's wines are improved. We
feel that the wine industry is growing very rapidly in recent years
because the product in general has improved tremendously over what

it was twenty-five years ago. At that time, Wines were being made
like they had been made for centuries. And there were few people

who really drank wine and enjoyed it, except some of the Italian, the
French and the German, who had been raised on Qine. As far as tﬁose
who had not been raised on wine, the greatest consumption was among
those who were drinking dessert wines for alcoholic reasons, that is,
drinking it for t-he alcoholic content. But with the advancement of the
technique of making wine, improving such wiﬁes as burgundy, sauterne,
port and sherry, the consumption of these wines has steadily increased.
In the last ten years our attention and effort has a;lso beer} directed to
prodﬁcing new types of wines that can be drunk more reaéily, that
there's a desire for, that don't require a lot of previous wine experience
to enjoy. These new wines can be classified as beverage wines --
wines that you can drink with your meal, wines that you can drink
between meals., They're not high in alcohol. They.'re under 14%,
usually averaging from 11% to 12-1/2%, and have a very pleasant

flavor,
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Teiser: Which wines are yéu speaking of?
Gallo: The ones I'm speaking of are wines such as Ripple, Pink Chablis, Boone's
Farm Apple,/ Spa»nacia and sorr;e of our champagnes, others that we have in
development that we will launch befofe the year is out -- wines which it
dpesn't take any getting used to. I mean, you iike them as soon as you
drink them. And this is the area that is literally exploding.
Teiser: These are carbonated, are they? Craékling?
Gallo: Slightly. Let me put it this Qay: Yes, 'carbon dioxide has been added,
but this is only one feature of the product.
Teiser: Whose concept was this oriéinally, to introduce new wines?
Gallo: As far as new wines, they started, I believe, with Thunderbird. ,The
wine itself not only was the first non-traditional wine, but the name
Thunderbird, too, was the first non-traditional name used in the industry.
This was Albion Fenderson's i;iea ofa r;ame for the product. It was this
organization's idea, and that did not require a great deal of imagination.
We observed in the ma;rket place that people. were buying white port and
adding concentrated iemon juice, which to a wine man was shocking.
To take a wine we thought we had produced with great care and to find
black consumers dumping a can of concentrated lemon juice in a bottle
of our white Port and drinking it and thinking it's great...! As a result
of this, we put this idea into the laboratory and had them produce something
which was. much better and that we could turn out and satisfy that t&pe
of flavor characteristic, which was obviously very desirable.
The idea of Ripple came as an aftermath of our having tried to produ.ce

a light-alcohol, carbonated drink, which could be drunk as a beverage.
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This we first tried in a product that was made of apples at about 9%
alcohol and carbonated to five atmospheres, which we introduced and
called Scotty. This was placed in'a small 6-2/5-ounce bottle with a
crowﬁ cap, that looked like a bottle of beer. This failed. 1 feel that it
failed because it came a little early and our technical know-how was not
up to developing a product that would meet with consumer acceptance.
We weren't able to cievelop a characteristic in that wine that would enable
a consumer to continue drinking it. As I recall it, you érank a few ounces
and it became satiating. You couldn't contiﬂue drinking it. You didn't
feel like drinking a second glass.
I know many winemakers have many different ways that they will judge
a wine. 1 §imp1y judge a wine by pouring a glass and drinking it and seeing
whether I enjoy drinking it all, and if I want another glass. IfI feel like
another glass and h;.ve a desir-e for it, v;o me it's good wine. I'm not too
particularly interested in how deep the color ié and how pronounced the
bouquet is and how high is the total acid and how low is the sugar. To me,
is it something I enjo.y drinking and want more? If so, then'it's good.
And if it's not, I don't think it's good, regardless.
But, profiting from the experience of Scotty, we developed an all-grape
.wine that we called Ripple. We started by putting it out in tenth-size
bottles. The Wine Institute had succeeded in changing the regulations so
the law pqrmitted the addition of five pounds carbonation without paying
the carbonatioﬂ tax. We introduced it. We spent a great deal of money

advertising it. In most markets, it did not go. It did not generate

volume expect in Los Angeles, where there was a small but steady
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demand; and we continued supplying that, Then about two years later,
through the Wine Institute, we succeeded in changing the regulations so -
we could have seven pounds, or seven atmospherevs, of carbonation instead
of the five, and this materially improved the taste of the product. ‘We .

| also, during this period of time, improved the drinking characteristics
of the product. And it started to grow. We had it in both red and white.
- Ripple Red and Ripple White, With stepped-up advertising, Ripple has

been growing very rapidly in the last few years. And jusf a few months
ago we added a third item to the line, which we call Pagan Pink. Now,
we are changing Ripple White‘fo a pear-based product instead of grape.
An/d thése three are being promoted throughout the country. This year
Ripple will be twice our Thunderbird in Volume. It's growing very rapidly,

Teiser: 1 believe it was Dr. Ma_.ynard J.oslyn thaj: said that you had put the first
rose wine that wasn't a premium wine on the market., Is this correct?
I'm trying to recall. Wé certainly we‘re eithe1; the first or simultaneous
in coming out with a rose. It was a fairly obvious thing to do. What we
did introduce a few years ago was a ﬁew pink wine we call Pink Chablis.
This name was the suggestion of Richard Witter. Pink Chablis was an
idea that was developed here. The name was unique and provoking and
fitted a lively pink wine very well, We introducéd that and' it has become
a very popular wine. And we find that people who never drank Gallo
before found this wine i)articularly pleasing, and it has been something
that they apparently are d;‘inking in considerable quantities.

Teiser: Is this in the special mold bottle, like the Rhine Garten?

Gallo: No. You're thinking of the decanters. The Pink‘C1>1ablis is in the.

regular Gallo fifth bottle and half gallon.
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Teiser: You were testing, I imagine, a wine that I liked very much, called
Rose Naturel?
Gailo: Yves. Well, we were at that time experimenting and testing. My
brother at that time felt thq.t a good pink wine should be dry, and people
who normally drink wine, who are accustomed to drinking wine, tend to
like their wines a little bit on the dry side. He felt that there would be a
market for a wine that was a littlé dryer for those people who do drink
wine as a regular cou‘r‘se. We tried it, a.nd‘it was a very good wine, except
that we couldn"t generate any volume. - There are not.»enough people who
appreciate a wine as dry as that. And it was the forerunner of Pink
Chablis. With some slight changes in the blend, and a{little less sweetness
and zero péunds of carbonation and agressive advertising, it turned out
to be a product that had instant acceptance.
Teiser: The Rhine Garten, that was anqther "invention" of yours?
Gallo: That's right. Howard Williams cafné up with that name. That was a new
fruity white wine, just slightly sweet. A better term would be ""not dry."
In the decanter bottle; it has proved to be very successful. The decanter
bottle was designed by‘Howard Williams. This bottle increased the sale
of Rose_', Rhine Garten and Chianti of California dramatically.
It's wine such as these -- the Pink Chablis, the Rhine Garten, fhe Rose',
 the Ripples, Spanada, Champagne and Boone's Farm Apple -~ that have
vastly expanded this wine market. These are all wines that you can drink
in quantity.

The surprising thing about these wines is this: even those who at one
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time preférred the very dry wines are now drinking these wines that

are not dry and seem to enjoy them, just as some people who before ixave
drunk only very sweet wines are now drinking these wines thét are almost
dry and enjoying them. It seems that you cé.n develop a taste, and if you
drink a product repeatedly, your taste tends to adjust itself to that
meésure of sweetness. |

Have you doné any kind of taste testing beyond your own staff on these?

Yes, we have a research department here which uses panels both in

San Francisco and Los Angeles for any new products, to sample them.

Also, any new package, any new botfle, any new label, any new name that
we put through, in order to assist us in détermining what to do.

Do you see the future as involving many more types of new wines ?

Yes. As I said a few moments.ago, we 'have some new wines that we've
developed which we think are just great.

You were speaking éf the government regulations on carbonation. As I
remember, there has been some discussion in the industry about the
possibility of government regulations being chaﬁged so that wines of a
lower alcqholié content can be marketed.

Oh, I think what you must be referring to is the dessert wines --
lowering the State of California standard from 19% to the Federal
standax"‘ds of 17% on Sherry and 18% on the other wines. Yes, there's
been a considerable amount of industry discussion on this, and it now

has occurred.
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I think what I had in mind also was that Dr, Joslyn said that Italian
Swiss Colony had attempted to market a 3.2% wine and that it had
failed. But I think he said that there was still some interest in a
very low alcoholic content wine that would be served quite freely.
Well, we attempted éomething like that with Scotty. When did Swiss
Colony try that?
1932 or 1933, I think.

Acquisitions

What was the winery called Lias Palmas that you acquired?

Las Palmas Winery was the Cribari Winery at Fresno, which we
bought in 1953. It was owned by the Cribari family. They had gone
into bankruptcy. They were operating under Chapter 11, and we
acquired the property. One of the valuable assets was a loss carry-
forward of $1, 400, 000, which we coﬁld use. The winery at that time
w;s approximately four million gallons, as I recall, of wooden and
concrete tanks. Since then, we have removed everything that was a
part of the winery at that time and have replaced it with new and
modern equipment. That plant now, with this year's additions, will
be about sixty-five million gallons in size. It's very well laid out
and produces an impoftant part of our requirements, there in the
Fresno area. |

When did you acquire the Cucamonga winery?

In the year of about 1959, we purchased the Bartolomeo Pio Company,
who were bottlers of wine in the state of Pennsylvania, and who had
a winery in Cucamonga of approximately two million gallons. We

purchased the production winery in Cucamonga as well as the bottling
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plant in Pennsylvania. We dismantled the bottling plant and converted
the labels of Pio to Gallo and made shipments from here in Mode/sto
into the state of Pennsylvania. The Pio brothers, Albert, Elmo and
Eugene, Eare still our fepre'sentativés in the state of Pennsylvania.

Some time later, I believe it was in 1961 or thereabouts, we bought

- out a bottler in Indianapolis by the name of Melody Hill. The owner

was Marvin Laskey., We also dismantled this.boftling plant, ;onverted
their labels to Gallo, and bottled here in Md desto.

Was there vineyard land involved inthe Cribari purchase?

No, just the winery itself.

The Cribari family has gone on; has it not, in the wine business ?

Onc of the sons has remained in the wine industry and is now
employed by, I believe it's Paul Masson.,

Doesn't someone use that label?

Yes, that's owned and used by Guild. But when we bought the plant
we»did not buy fhe labels that they had.

Concepts and Practices

It was my impression that at one time you put everything under the
Gallo label and then -- maybe I'm wrong about this -- other times
since, you have us(ed other labels.

Yes. When we started bottling (and that was caused by our buying

those bottlers that we were selling bulk to) we converted the brands

they had to Gallo, and we promoted Gallo through the years.
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This is an unimportant detail, but for the record, an article in the

Modesto Bee of July 24, 1954 stated:

"E. & J. Gallo of Modesto have sold the 240 acre vineyafd included in
the holdings of the B, Cribari and Sons winery near Fresno to Clyde
Paschal Pitts of Fowler ... and Floyd Roberts Kerman, Fresno
County. The Gallos purchased the winery in May for a figure in
ex;:ess of $1, 000, 000, Th;e vineyard property was sold for more

than $100, 000, "

Is this correct?

Yes.



Teiser:

Gallo:

Teiser:

Gallo:

Teiser:

Gallo:

Teiser:’

Gallo:

Teiser:

Gallo:

Teiser:

-62-

Did you once have a ""Gourmet'" brand?

We never dia develop that. We toyed with the ideé. of a different
brand at a higher price, but never have proc?eeded with the thought.
You've never marketed a premium wine?

No. About 1962, we developed a lower-priced line of wine that we

called Red Mountain, or Carlo Rossi Red Mountain Brand.

‘Where did you get the name?

There was a Red Mountain Winery up above Oakdale. We did not

own it. They closed during Prohibition. We jusvt used the name.

And who was Carlo Rossi?

Carlo Rossi? There's a gentleman working for the organization by the
name of Charles Rossi, and it sounded like a name that we could use
for the purpose.

Carlo Rossi has developed into rather a substantial volume. It's
currently being sold only in California, and yet the Carlo Rossi

Red Mountain table wines are filling a need for a low-priced, good,

sound, table wine. Burgundy, Sauterne, Rose. It's something that

people buy in gallons, and it's of good quality for the price.
That's your only other label then? (Note: what about Eden Roc?)
That's right. (looking at letter) I see you have here a question about

concept of marketing, consumer studies, advertising, sales organization

“and brand manager system.

Yes. Some of that we have covered. The brand manager system...

you said that you had in your laboratory a wine maker for each type of

wine. Do they fall into the same categories as your brand mahagers ?
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The brand managers are the marketing managers.

But do they have the same departments as your laboratory?

Yes. It is the brand manager's job to really manage his brand, sometimes

from the idea of the product to the package to the mérketing plan and the

advertising of tha.t pr odtict, and to watch the sales performance and the
profit performance to see that it's a successful product.

Is this not a new sales concept? |

We went to the brand manager plan in 1960. We certainly were the first
in the wine industry. It could be that now some of the others are doing
the same thing.

Was it made reasonable because of the growth of the company?

That's right. The company has grown every year since we started.

The business was pretty much a 'two—man,affair, my brother was taking
care of production and I was taking care of sales until... oh; about sixteen-
seventeen ‘years ago when it had gotten to a size where it started to level
off Because there were just so many things to do that, well, we couldn't
do them all and we didn't have the personnel to do them. And it was at
thalt time that we set ab;)ut to develop an organization because too many
things were just sitting by waiting to get done. And this is when we
started to get men like Albion P. Fenderson in marketing, Jon Shastid
in our financial area, and ‘Howard E. Williams in advertisiﬁg and packaging.
Charles Crawford, of course, was ir\l.production from the beginning.

He was?

Yes. Charles Crawford came here as a youngster of about twenty-six
years of age from Cornell. And shortly after Howard Williams, Kenneth

Bertsch came as sales manager. And these gentlemen then expanded
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their effort by recruiting assisténts. And‘ then from that wé went to

the brand manager system of marketing. |

Wﬁen did th_e‘ second generation of your family start to come in?

My brother's son, Bob, upon graduating from the University of

Oregon, came intp the organization by interesting himself in the glass
plant, and developed into overseeing the glass plant for a number of
years. In recent years he has expanded his responsibility to include
assisting his father. In addition, he was responsible fbr the development
of the trucking company that is known as the Fairbanks Trucking Company.
Although primarily involved in transporting all the material for the

glass plant, as well as all the hauling for the winery, that trucking
company now has a P. U.C. license and hauls for others.

Is that a subsidiary company? -

No, it's owned by Bob Gallo and his brother-in-law Jim Coleman,

and my two sons, David and Joey. Jim Coleaman, who's my brother's
son-in-law, joined the company on leaving Oregon State College and

is in charge of the bottling and shipping operation; getting the goods

out, that's his responsibility.

As far as my sons are concerned, after leaving Notre Da:f.me and then

graduate school at Stanford, David is in the office here in marketing.

- When did he join the firm?

It was about five years ago. He was primarily responsible for our

getting into the champagne business,
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Teiser: He wrote an é,rticle on it, didn't he?

Gallo: Yes.* We were not inth.e.‘ champagne business, He made a study of the -
champagne business, and made projections and acted as the brand manager
for champagne until h‘e induced us to go into the champagne business.

He got it off and going, and then turned it over to someone else. He
spends his time pretty much as an owner in that he interests himself
and keeps himself informed as to the marketing operations primarily.
My younger son, Joey, haviné gone through the same schools, joined
the winery about four years ago, and has spent most of his time -- in
fact, all of his time -- in the sales department, in traveling and taking
part in sales projects.‘

Teiser: You're fortunate to have had good young men come along.

Gallp: : Yes. Although on the other hand,b the orga'nizafion has grown to such size
now that whether or not they were interested, this organization would and

~ will continue to grow at an even faster pace than it has in the past. I

mean it's gotten beyorid'any one man.

Teiser:. Your fung:tions today, and your brother'vs, remain essentially what they
were in the beginning, I presume.

Gallo: - That's right. My brother's area of interest and responsibility is the
vineyérds, the grapeé, the production. And mine is the financing, the
packaging, the advertising, the selling. That's how it works out.

~ Teiser: I understand that you have a very long work day almost every day.

*''"The Gallo Champagne Story' by David Gallo, pp. 39-40, Wines & Vines,
June, 1966
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My day starts at about eight o'clock in the morning and I leave for
home at six-thirty or seven o'clock, and I take the day's reports and

mail with me, and after dinner, why, I'm usually through by eleven,

" And either Saturday or Sunday will be spent onthe work that I haven't

had time for during the week, But this is not unusual, I think, with
people in my position. I know‘a lot of men who put in a great deal of
time, _I find that sometimes, the more responsibility they have, that
is the more their accomplishment, why the harder workers they are.
At least, I've never been able to quit at five and go home and forget
everythiﬁg and come back the next morning at nine or ten (laughter) .
or take off Wednesday afternoon and go Play golf, and Saturday as well.
I .just naven't been able to learn how to do that.

Perhaps you enjoy your work.

Well, that's exactly it. This to me is not work. I'd rather do it than
other things. Other people would rather do other things than what they
call work, What I do is fascinating to me, And as a result, when you
do something you enjoy, why, you're never tired. I can see that when
people are doing what they want to do, why, hours don't seem to mean
anything. It is irritating to\this degree, that there are a lot of other
things I'd like to do that I just don't find time to do. But I imagine
everybody has that problem.

Does this cover about everything?

I don't think so. There's another page of interview subjects here.
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Wine Institute and Wine Advisory Board

(reading) '""Accomplishments of Wine Institute and future challenges."

I think we were starting to talk last time about the work that you have
done with the Wine I;istitute as a committee member first, gnd then as
chairman of the board. I think when ydu told the story about Mr. Rosenstie]
you had just started to say something about your early work with the -
Wine Institute before you came to be chairman of the board. But I couldn't
tell what thought was ih your mind. I don't know if it was marketing,
prices, or ...

Oh, I think, yes, (laughter) that must be how I got off onto this Rosenstiel
thing. As a result of Rosenstiel's maneuver to try to corner the-wine
market andl make all this wine, and then the price breaking, he found
himself with this large'quantity of high cost wine which had dropped
dramatically in value. He carr;e up with an ingenious effort to try to

save the situation, save the value of his inventory, by proposing the idea
that California wine that was aged for four years should be permitted

to be sold bearing thé seal of the State of California.

And in order to be able to use the seal of the State of California, your
wine would have to be four years old. So with all this wine on hand that
he couldn't sell anyway (laughter) this was a great idea for him. So he
tried to get the indust;ry to go for it, and this was one of the greatrbattles
in Wine Institute. I was just on the opposité end. I had sold my wine.

I didn't have any surplus, and I wasn't apt to try to find some artificial
way of making old wine very valuable. General James K. Herbert was

the manager of Roma at that time for Mr. Rosenstiel, and he tried to
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put this idea through a Wiﬁe Institute Board of’birectors' meeting down
in Fresno. And ‘so for a couple of months before the meeting,: Generall '
Herbert was out tryiﬁg to rec.fuif support for the idea. And he did i:his:
by buying wine from people who wanted to sell it, selling wine to people |
who wanted to buy it, all at favérable prices, and mg.king all kinds of
promises. Butl was able to point out the dangers of the idea, the enofmous
financing requirements that would be involved in stéfing wine for four
years before you could sell it. This would not in é.hy way improve the
quality of the wine.» If you have a bad wine to start with, and age it, it
just gets worse, so this was no solution to any problem. And at the
directors' meeting, it was very close. We had a real battle, and I won
by just one vote. And I almost lost it because one of the people who
was committed to me got confu.sed in voj:ing and voted the wrong way.
I had-to stop the vote and do it over again. (laughter)

Téiser: Well, if the Wine Institute had voted in favor of it, would it have been
obligatory upon the éntire industry?

Gallo: Well, to this extent, that Wine Institute then would have been charged
with going to Sacramex;to and lobbyiﬁg for that law, And they are a
very potent influence in Sacramento.

Teiser: And you were a member of the board, of course, by 1‘:h'en,b and had

been for some time?

Gallo: That's right.
Teiser: Did you and your brother serve alternately for sometime ?

Gallo: No. I first became interested in Institute matters and v{ras a board member

...well, I've been a board member for probably 30 years, and then
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later, Julio became interested and has been a board member until a
few years ago when he got off the board and his son Bob has taken
his place.
You're still a board member too?

Yes. And an executive committee member.

And you've done some special committee work, too, have you not?

Sorme special committee work, and I was chairman of Wine Institute

for two years.*

Do you have any géneral assessment of the Wine Institute as an iﬁdustry
organization?

The Wine Institute is a very good organization. It, as you know,
represents almost the entire industry. |

Are there any outstanding wine,riesv that doﬁ't belong to it?

Well, the only one I know that doesn't belong is California Wine Association.
1 think that the membership must be something like 90% of the industry.
Wine Institute serves a great function in several areas. First of all, and
I think most important, is in the industry's effort against trade barriers
that are constantly cropping up. And then the constant threat of increased

taxes on wine. Also publicity and public relations. Wine Institute has

- done a great deal of very constructive work in improving the image of wine

throughout the Country._ And through our publicity program, I think we've

helped increase the consumption of wine. We've had, and do have, a

medical research project that has been very productive over the years.
We have a scholarship program. The scholarship program I initiated.
Wine Institute is a very gdod, well-knit organization, and very effective.

* 1957-1958 and 1958-1959
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Teiser: - Are there things you'd like to see it do inthe future that it hasn't in
the past?
Gallo: - Well, since I have been a member of the organization for many, rhany

years, and have taken a keen interest in its operations, I find that
it':s doing all fhe things I think it should be doing, and doing them quite well
Teiser: 1 thinki you said when the.Wine Institute was formed in 1934, your
company was so small you didn't have time to even think about it.
But by the time the Wine Advisory Board was formed in 1938, did you have
more free time to interest yqurself in industry affairs?
- Gallo: I don't believe 1 was a member at the time it was formed, but some time

later, as the company became larger, I did become a member of the Board.

Teiser: As I recall, at the tirﬁe 'pf ité formation, at the time the marketing order
was originally put into effect, there was some objection on the part of
some pe}ople, including either you personally or your firm. |

Gallo: We did take a position against the Advisory Board. And I don't recall at
the moment precisely wi1at our objections were.

Tdser: - . Was there a suit brought?

Gallo: Yes, there was. Thére was a suit brought, and I just can't remember
what our. differences were. Couldn't have been very important.

Teiser: Yes, because you became a member shortly aftér.

Gallo: Yes. Iknow that we had some differeaces. I know we stopped paying.
I know there was either a threatened law suit or a law suit, I forget which.
And then that we reconciled our differences, and I've beén quite a
‘supporter of it. Actﬁaliy I guess about a third of all the money that

goes into Wine Advisory Board and Institute is paid by this organization.
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So as &I_say, what the d}if‘fverenr;i:es were then, I réally don't remembér
(laug}_}ter) and they couldn't have been very important.
ibTeiser:. ' It's uﬁusual for an industry to have this dual organization, but it seems
" to work well.
Gallo: Yes. Yes, quite well, That's probably why we have such a large
.membership in Wine Institute, because most of the money is collected

through the Wine Advisory Board, where you have no choice. (laughter)

Stabilizatiori, Programs, Public and Private

So it doesn't cost much to belong to the Institute. Did I discuss last

time the price stabilization program?

Teiger: Only the brandy...
Gallo: Only the brandy one. Well, that was in 1938,
Teiser: The first stabilization effort I know of that you would have been possibly

involved in was the California Vineyardists Association, the Donald Conn

organization.
Gallo: Oh, yes, that was on repéal of Prohibition.
Teiser: You were not involved in‘that?
Qallo: rNo. Not in those days. That was too early for me. But the grape

stabilization program in 1961, this program was an effort to improve

the price of grapes for tﬁe growers of California, and one which I sﬁpported.
And A, Setrakian was the motivating influence at that time, and I joined

him in helping him to put it through. T'_herle was considerable opposition.

A two-thirds vote was necessary, and through my effort, we were able

to get just enough to put it into effect. I had visualized this program as
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one that would work. to the mutual benefit of the growers and the
wineries to stabilize our industry, to get a better return for the grower,
and at the same time prevent surpluses of inventory so that the wineries
wou;d be benefitted aléo.

Unfortunately, after the program went into effect, the growers, headed
by Set.rakian, attempted -- and did, for a year or two -~ to direct the
operatioq, since the board consisted predominantly of growers, to increase
the price of grapes without relation to their quality, and not too much
relation to the quantity. And, as a result, put a great burden on the
wineries. And the wineries' voiée in the whole program was to little
effect. As a re sﬁlt, it Became apparent to me that the direction of the
program had gotten completely out of hand -- that it was being operated
for the very short-term benefit of the grape grower with no interest or
concern as to the long-term benefit of the grape or wine indusj:fy. 1
was unable to have Mr. Setrakian modify his views or take a long range
view of the industry's problems and how this association should work.
As a result of that, when it came up for renewal, I threw my eff_ort

to defeating a renewal of the program, and it was not renewed. You

see they, taking strictly the view of a grcwer, were interested in gétting
as much for their grapes as they could without adequate consideration
of the‘ inventories that were available in the state a‘nd with no regard

for quality or variety. The organization was dominated by Thompson
Seedless ’growe’rs, and whether you produced wine varietals or not, you
were under their influence. And this could notvwork for the long-térm

benefit of the industry.
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Gallo: Did I discuss the grai)e bargaining association last time ?

I-eiser: No.

Gallo: | Two years ago there was a movement to form a grape growers bargaining
association in the Fresno airea, which we at first thought well of,
because we do feel that the price of grapes to the grower should be
\sufﬁciently high to enable him to produce first, those types of grapes
j:ha.t the industry needs_, ‘and second, grapes of such quality that they will
make the best wine, And fbr a grower to do this, he must have a fair
return for his grapes. Otherwise he will tend towards producing the
varieties that produce the greatest tonnage, and his cultural practices
will become very poor. If he is to produce good grape$ of the right
var‘eties, he must be paid for them. It's just as simple as that.

So we were in favor of thé bargaining association.

We have had the unwilling responsibility in this state in recent years

of pretty much having to determine what the price of grapes should be.
And then other .winer'ies come in and either will match us if they feel that
they can't buy them cheaper than that price, and if they feel that they
can, why, they'll come out at a lower figure. So for this reason we
thought that something like the bargaining association would be worth-
while. However, this association had no plans as to how to handle the
surplus grapes, and indicated no de sire to include quality control. As
a result of that, and the irresponsible statements théy were making to .
the newspapers, we felt that we should- adopt a completely different

philosophy in our relationship with the growers from what we had in

the past.
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My brother and I determined that what we should do -- what this company
should do -~ is to determine what is a fair price for each variety of
gfapes of certain quality, and what varieties we feel should be encouraged
in the light of the programs we have in production. And we should early
in the season come oﬁt with these prices and .announce' them to the
growers; anci‘ fhese prices to reflect current costs and a fair profit to
the grower; and these prices weighted toward better prices for those
‘varieties we wanted to encourage the planting of. And also, aé parf
of our philosophy, that we woulci only buy from and insure a home for
'the grbwers who will always sell to us, who will always look to us as
a home for .their grapes year in and year out. Our thinking being that
since the industry has been in a turmoil of surplus (the grape production
surplus has been -- qptil this year ~- a problem since as far back as
anyone alive can remember), that since none of the artificial programs
which have been tried and dropped would work, that what we should do
is to run our own business and provide for the growers who sell to us
at a price at which they can make some money producing the variety and
quality we need. And we'll pay them that price and we will not buy grapes
from anyone else, regardless of how cheap they go. In other words,
instead of trying to provide a home fgr all the grapes that are produced,
we're going to take a position: we're just going to buy from those
growers who are going to supply us regularly and we'll pa'y them, not a
price that's inﬂuencedv by those who cannot sell their grapes, but a price
that they can make a profit on. And we feel that if other wineries would

adopt the same policy for their growers, that then those growers who do
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not ha.ve a market will not upset the market for everybody else by throwing
their grapes on the market and having some winery buy them, and letting
those :last few tons set the value for all the grapes. Our position is that
a grower who sometimes ,fnakes raisins and sometimes sells for wine
should not be allowed the option. If he's going to be a wine grape grower --
that is, produce his Thompsons for wine -- he should sell to a winery.: every
year. If he's going to make raisins, let him make raisins. As a result of
" this, if other wineries would adopf the policy we have adopted, that we'll
buy only from those grower.s who will produce for us, then the others know
they can'f sell to a winery and they‘ will sell the‘ir Thompsons for raisins.
Last year is thé third year that we have embarked on that program. Three
years ago the crop was large, which we anticipated,. and although we paid
$40 a ton in 1968 for Thompsons fpr a muc}} shorter crop, in 1969 be bought
the Thompson varieties at $48 a ton. And whereas in 1968 we paid $45a ton
for Tokays, in 1969 we paid $55 a ton for Tokays.. Whereas in 1968 we paid
$60 a ton for the Carignane variety in this district, in 1969 we paid $68. a
ton. Whereas in 1968 we paid for Chenin Blanc in this area $100 a ton,
in 1969 we paid $110 per ton.l Whereé,s in 1968 we paid in this district $90
a ton for French Columbﬂal"ds, in 1969 we paid $100. Whereas .in 1968 we
paid for Barbera aﬂd Rubir Cabernet $90 a ton, in 1969 we pa.id.$95. Whereas
in 1968 we paid $50 for Mi‘ss'ions‘, in 1969 we paid $58. |
In contrast, this past ye;r (1970), because of frost and light crop setting, ' _
we came out in June and July with the following prices: Carignane $80,
Gll'enache $80, Barbera and R{‘uby\ Cabernet $120, French Columbard $120,

Mission $70, Thompson $54 and Tokay $60. '
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In October of 1970, in recognition of the fact that the crop was shorter
than we had anticipated, we voluntarily paid a bonus to our growers
as follows:

Carignane ! $15

_Grenache $15
Barbera and Ruby
Cabernet $10
Columbard $10
Mission : $5
Tokay $10

In February of this year, 1971, unprecedented in this industry, we

offered one or five year contracts to grape growers from Lodi south,

'These contracts provided that we would pay as a minimum the prices we

paid last year including the bonus as minimums, and that we wbuld pay
more to all growers who signed the contract if we paid anyone else more.
The offer was well received and all growers signed up on a five year basis.
Do you see a day when Thompson éeedless ‘wlill be completely replaced?
Not necessarily., 1 thirik that the Thompson Seedless will always remain

as a grape that will fulfill a certain need.

Will have a place in the wine picture? j
That's right, It will take many years before we can deyelop and produce
enough of other types of varieties to replace them.

What about Mission?

The Mission may be replaced rather quickly. I don't think that you're

going to have replantings of Missions in any quantity.

What will go in?
The varieties that are going to be planted over the forseeable future are
varieties like the French Colombard, Chenin Blanc, Barbera, Ruby Cabernet,‘?‘

this type of grape, for wine.



Teiser: This plan that you've just spoken of, the contract arrangement, the

head of another company or group has praised you recently for this,
Was it Guild?

Gal'lo: " Yes. That's right, Yes, as a matter of fact, all éf the larger
wineries, all the more responsible winerie~s have felt; that this was
a rather daring thing to do, but a great thing to do. And they were
glad to see that we did take this. action., I think, for example,
ideally a grower should have eithe.r a long term contract with
a winery or an understanding that every year he will sell there.
This way the winery knows that; it's getting that tonnage and the
groner knows he has a ﬁome. And at grape season he doesn't
have to go around peddling his grapes to see what he can get
for them. | |

Teiser: The cooperatives serve this function in part, don't thesr?

Gallo: In part, but the cooperative movement has not been successful

in this state. It go.t off to a fair start, but it has not succeeded.
I was disappointed in seeing in one respect that it has not
suéceeded. It could have been a great stabilizing influence,
but they haven't been able to deyelop the management to operate
effectivgly. You sce, the wine business has gotten to be a highly
sophisticated business and requires the very best people in
each area from production to selling, and a farmer by nature is

not one who will aggressively look for the very best personnel

.that's available.
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If cooperatives had succeeded, might they not be giving you

a kind of competition you might not like because they woulc\l be
in a move favorable tax situation than a private cofnpany?
There was a time when I thought this was a possibility. It's
true that they do have a tax advantége, but this advantage on the
part qf cooperatives is offset by the great disadvantage of the
difficulty of obtaining good management. It's ‘just difficult

for gcod management to remain and be directed by a board

of directors of .farmers.r

Thé only one that I know of -- and perhaps this should be off
the récord -- th#t seems to be entirely successful is Mr, |
Setra_kian\,s which I presume he dominates.

I don't consider that a successful; .

Isn't it?

Not at all. I think that it's far from successful. That happens

to be a fact. They're in dire circumstances.

Past and Future

The men you have known who have, you felt, made outstanding

contributions to the industry,.. ?

I think the men who've made a contribution to the industry...

we've mentioned Setrakian, He has attempted to help, and

some years has helped, the Thompson grape growers of the
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State of California, particularly through his work with the
Raisin Board. He has been successful in getting help from

\ N the Federal Government to buy s.urplus raisins to ship them
abroad. He deserves a great deal of credit for this effort.
He has dabbled in trying to straighten out things in the other
segment of the industry, the wine industry. This has not been
successful, and has been far from being something that was
sometimes constructive. It was not at all.
As far as the people such as Louis Martini... Louis Martini
has rendered, I think, a‘ great service to the industry in that he has
exemplified an effort to produce the very best wines that this country
can produce. He's produch, in the past, three very gooci wines as far
as I am concerned. One was his dry sherry, which he produced in
very small quantities, but I thought was a very good wine, and still
is. Then his Cabernet Sauvignon, years ago was an excellent wine.
And his Johannisberg Riesling. In recent years I feel his wines have
slipped, but he has always exemplified the effort to make the very
best wines possible, in comparis_oﬁ to those of Europe., As far as

other men in the industry...you mean that have-made a contribution?

Teiser: Yes. Whom you have known and ...
Gallo: Yes, Well, I've known them all, but...
Teiser: Thosc vou feel have made outstanding contributions.

Gallo: Outstanding contributions. There are men I know who've been in it
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all their lives and have been good vintners and have struggled alor;g,
but clearly, when you nail it down to something concrete... Take

L. K. Marshall. He was always cooperative minded». He was very
influential in the cooperative movement, attended a lot of meetings,
but that was about it.

Louis Petri made a contribution building that tanker. In doing so,
freight rates to the East were maintained at a status qﬁo for many
years. He purchased several other wineries, the Mission Bell
Winery and tile Italian Swiss Colony, and then he sold it to the ‘growers
and got ;)ut. In most peoples' minds this was quite an accomplishment,
although I feel it would have been a greater accomplishment if he'd
stayed with it because, although he sold it at what was thought to be

a fabulous price at $24, 000, 000, the growers he sold it to paid him
back out of profits in eight years. And they just recently have sold
the business to Heublein for a lot more than that. But still I'd say

he made a contribution to the industry,

There's Maynard Amerine, who I think has made a great contribution
to thev industry. He's very knowledgeable, Has doné a vgreat deal
towards developing and assistiﬁg wineries in the state in many ways.
He's quite an authority on wine, a man I respect very highly. Who
else is on the list?

My list is based on é.n earlier conversation I had with you. I think.
you mentioned Leon Adams ? ' {

Yes, well, that list was of people you would probably be interested

in interviewing, Leon Adams, of course, was the first secretary of
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the Wine Institute, helped to organize it, along with H. A. Caddow.
He was the secretary and fan it for a .number of stormy years, but;
his personality was S;JCh that he couldn't keep the industry together
and so he was let go. Since then, of course, he has been a writer

of some success.

Then, oflcourse, there is my brother, Julio. He has probably done
more to improve the quality of wine i_n this state than all the rest

put together.

I'd like to ask you to discuss the Central Valley a little more.

The Central Valley -- you mean its future in the industry?

Yes.

I think this ~- that we are very rapidly developing varieties which

do quite well in this climate and -rﬁake qﬁite good wine. And the
enorrﬁous volume of wine that's going to be consumed in this country
in the foreseeable future can only come from this valley. It's going
to' be éood wine, and it's going to be in the quantities that are needed.
And so I know that there are going to be tens of thousands of acres

of grapes planted of the better varieties over the next five or ten

'years. The Napa and Sonoma Valleys can't hope to produce what is

going to be needed. We're fortunate to have the San Joaquin Valley,
and fhe research that has been done as to varieties so that there will _
be minor interruption in quality. We can make very satisfactory
wines in this area.

I've heard that there's an increasing demand for California brandy.

Do you see that?



-82-

Gallo: Yes, there's an i_ncireasing demand for California brandy. I think it's
going to continue. It's growing at about five or six percent compound
rate, as I recall. We have introduced in certain test markets a
brandy under the Eden Roc label. At this point, it's too early to tell

what progress it's going to make.

Teiser: Are you making it yourself?

Gallo: No, this brandy we purchased.

Teiser: If it goes well, will you make it?

‘Gallo: Well, that's something that we'll cross at that time.

Teiser: - I know you have traveled frequently in Europe.

Gallo: Yes, I've made innumerable trips through Europe; in fact, around

the world. On my earlier trips, I used to spénd a great deal of time
visiting wineries. After a few trips,l I found that neither their plants
nor their techniques are equal to what we have here, As a matter of
fact, in most countries of the world, they're thirty yéars behind us.
And so my interest now every time I go to a coun_tr); is to try three
or four of their. wines at each meal to cover as many as I can as a
matter of interest. I usually come home again confirmed in the bp_inion
that we make far better wines than all these other countries, with
the exception, of course, of the very best of France. The very top
select French wines, whether they be the white or red, are superior
to what is made in this country...a few of the chateaux...but how
much do they produce? Each one will produce one thousand, two

thousand, three thousand cases apiece, and with this they have to
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supply the world. Their regular wines are not to compare with
those of this country. And at this time I don't think there are any
good Italian wines compared to this country; and I don't think there are
any good Spanish wines or any good Portugese wines or any South
American wines. They are either oxidized, mousey, have off flavors,
acetic. I mean none of them, I think, begin to compare with what
we have here.

Teiser: Do you have any foreign markets for your wines?

Gallo: No. Most countries of the world have arbitrary restrictions on

| American wines, either by higher import duties or because they

subscribe to the Madrid Agreement,r which prevents American wines
being shipped into their countries under names such as burgundy or
sauterne ér champagne or sherry or‘port. As a result,’ it's difficult
to ship wines in there under other bases. And our costs are higher
than theirs. There is a prejudice already in those countries against
American wines. And so I see no reasonable opportunity there. I
know there are some winéries in this country which for advertising
pufposes have made a great effort to send a few cases to as many
countries in the world a§ they can. To me, this is not worth the effort.
I'd rather spend that same effort in this country and sell many, many
times more than that, The only wines we export are for the armed
sérvices. But that‘s‘abcl)ut all there is to that.

Teiser: Do you see anything in export in the future?
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Gallo: I think the opportunity in this country is so great that I'd rather
continue exploiting this than divert effort to something I don't

think there is any great future in anyway in the near future,

Finis






Sales Meeting Speech Delivered January, 1956

APPENDIX I ' 85

The purpose of this meeting is to review and
appraise our sales efforts during the past - in the
light of changing competitive conditions, =~ and to tell
you of our program to ensure the maximum possible

progress in this coming year in Southern California.

I need not tell you that our competltors are
working harder and more intelligently than ever beforee.
They have been at last jolted by the full realization
that we not only have tsken the first place position

away from them, - but are first by a wide margin!

We can understand that they paid no mind when we
first started. Thelr attention was on each other.. They

nade at least two errorst

(1) They did not realize the rate at which we were

progressing untll very late.

(2) They did not start to do something about it
until very reéently ~-== now that we have almost
as much of the market as all of the other

advertised brands combined.

Let us review the principal factors that have contributed

to our present position in this market:
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1. IHE PRODUCT:
I marvel at the job the boys at the Wiinery are
doing. They continue to turn out an increasingly
greatér volume of wine, and at the same time are
constantly improving it and making it more superior

than everl!

L know-~ and you know-=- that we have far better

wine than our competitorsi

2. Il DISTRIBUTORS
Our distributor is determined to make GALLO the

only wine in this area. His organlzing and merchandlsing
genlus 1s outstanding.

3e LES‘

The most powerful and effectlive sales organization
our industry hés ever known. You are all high caliber
men. Meny, who for the most part realize that the brand
is only as good as you are collectively, - and you are

collectively only as good as the brand.
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Make your calls with Increasing frequency and

cultivate your accounts. At one time, one call
per month upon a licensee was adequate. But .
competition forced you to call two times per
month. The increased competition row makes it
imperative that you call on most of your accounts

at least once each week.

Most of you take inventory of the retaller's

supply of GAllo.
Most of you keep your shelves stocked.

Most of you place bottle collars, shelf strips,
and other material religiously.

Most of you book floor displays and counters.

Most of you sell the complete line on each call.

Most of you constantly realize the value of, and

seek to improve shelf position, and to consolidate
positione.

Most of you use imagination on each call on a
retaller, asking yourself before you enter the
storet "How am I golng to 1mprovelGALLO in this
store this time..7" And on leaving the store,
asking yourselfs "How did I improve GALLC in this

store as a result of this call..?"
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It is because of the guidance, training and help
you have receivedralong with your own.native abllity
and ambition, that you are the most successful wine-men
in your area. You have helped to make the brand, --and
the brand has helped to make youl

. PRICING POLICY3
Our pricing policy has proved to be sound in the

light of our objectives and conditions existing at the

time,

5. QUR ADVERTISING AND MERCHANDISING:

All of these have been much better, and in greater
quantity, than most of the competition. Adequate in
keeping with the overall conditions existing at the time,
taking 1nto consideration our's and competitive pricing,

retailer cooperation, and store positlion.

6. ) ON
Up until recently, the competition has been
unbelievably inactive.

Each of the above six factors has made its full

contribution to our present position.

1. ZThe Producte 3. Salesmen. 5. Qur Advertising & Merchanqjgi
2. Iue Distributor. Y. Pricing Policy. 6- —
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Dﬁring the past year, particulafly during the-
last helf of the year, we lost what I had predicted
time and again we would lose, and that is the last of
the abové six advantages I have referred to, namely,
dnaction of the competition!

Our coﬁpotitofs are no longer asleep! Far from it.

They are today alert and very wide-awake, and they're
now doing everything you've beean doing for years..

Our competitors have learned well, --the leéasons
we taught them in merchandising, in point-of-gale work,
in servicing, in price policy, in stock rotation, etc.
I have told you before that most competitive advantages
are strictly teméorary, and how much you gain from
your temporary competitive advantages depends entirely

on how much, and how fast, you take advantage of them

¥hllg you have them.

We start this year by having lost the advantage
of the inactivity of competition. They are in fact

very active.

However, we start this year with the best quality -
we. ever had! More time and money is being spent on
research and consumer preference work oa GALLO wines

than we ever dreamed of a few years &ago.
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We start this year with our distributor being

wiser, and more experienced.

We start this year with the finest and most powerful

sales orgénization we ever hadl

We start this year realizing that there never was
a producf but what thé guality could not be lessened
a little and then sold for a little cheaper, --and wine
is no exception. Our emphasis will pot be on prics.

~ We start off the year with the greatest advertising
appropriation in not only our history, but the history
of the wine business! I am happy with our selection of
advertising agency. The effort, initiative, imagination

and effectiveness of their work 1s alresdy apparent.

- I have told most of you at previous meetings that
this wine business cannot avoid boiling down to one or
two brands, -~-and that in fact, this boiling-down

process was well on its way.

I have told you before, that in jthe last analysis
the congumer is the boss, -not me, not you, -not the

retaller.

90
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The consumer buys that brand which he thinks gives
him the greatest satisfaction for the money he spends.

The hpsg, -the consumer--~, does not know, and

doesn't care how much profit I make, you make, or how

‘much the retailer makes. He buys the brand he thinks

gives him the greatest satisfaction for the money, --and
by satisfaction I mean taste, prestige, or anything else
he's looking for in a bottle of wine.

Zherefore, our greatest emphasis at this time--
if we are to attain our objective-- that is, to completely
dominate the wine business in this area, we must
necessarily consider the factors that will create that

satisfaction for the consuﬁer.

WEAT ARE IHESE FACTORS? IHERE ARE THREE: --

(1) The quality of product - which we have - and

which we are continuing to improve.

(2) The advertising which we are doing, and which is
the most extensive in amount and effectiveness

in the history of the wine business.

(3) The retai;ers' recommendation.
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The first two we are doing, and doing well, that is:
(1) the quality of product; and (2) the advertising.

It 1s this Number 3, the retailers' recommendation,

which we are primarily concerned with at this meeting.

(1) silent recommendation; and

( 2) Verbal .

By "silent" recommendation, I mean of course, the
retailer having placed GALLO on the best shelves and

consolidated.

By giving a brand more space, shelf consolidations
in the best position, the retailer conveys to the
consumer w;thout opening his mouth, the recommendation
to buy the brand. By putting a brand in a dark corner
“or high-up on a shelf out-of-sight or reach, the retailer
conveys the impression to the consumer that he is not

recommending it, that it is inferior.

By and large, up to this time, most of you have done
a good job in getting larger spread, more types and
consolidations than your competitors. However, in recent
months, your competition has come to 1life and 15 attempting

to obtain equal prominence in the stores...
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Those of you who wérg smartvenough to have heeded

the nrging of your emploigé and worked hard each and

every time you went into a store to obtain a better shelf

position and consolidation, can best offset the attempt

of thz competition to obtain a position. And, of course, -

those of you ﬁho were not smart enough to have done your

Job when it was easy, will now have to do it when it is

mach harder.

1.

2.

You may ask--

WHAT ARE THE REASONS WHY RETAILERS SHOULD GIVE
GALLQ BEST POSITION IN HIS STORE AND CONSOLIDATE
SHELVES? '

They are as follows:

Fast turnover. OGALLO sells fast and by itself.
Although other brands mey cost him less, they're

no bargain; as he must force them on his customers!

These other brands do not have the quality and
prestige, or consumer acceptance of GALLO, and

therefore he risks losing his customers.

New Businesgs GALLO research and conasumer preference
studies deveiop accoptghlo types of wines for people
who never bought wines before. For example, Paisano

and Grenache Rosé.
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Vinos and Rosé were small volume items before GALLO

research perfected them to attract new consumers.

Now they are imitated - but never equaled.

~ sold these types of wines to the public and is

continuing to iénd more and more new people into

liqhor stores to buy these new wines.

This is all plus business for the retailer.

A5 LEADERS OF OUR INDUSTRY, IT IS QUR JOB 70t -

1) Expend the wine market to get new consumers.
2) Io make our wines so eniovable that present

consumers will drink more.

This is all plus business, plus profit, that only
GALLO s creating for the retailer.

3) 1O PROMOIE LARGER UNIT SALE: --

By having quarts, halves and gallons displayed
in the same section, the customer is automatically
traded up to a larger unit sale. It has been
established that once a larger unit is taeken home
1t'w111'be consumed as rapidiy as & smaller unit.:
This means'plus business, aud'plus profits, for

the retaller.
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Therefore, to sum up, there are three very good reasons
why the retailer will make more money by giving GALLO
: the best sheif positions in the store and to consolidate
these shelves. |

Ihese three reasond &re:

1) To promote larger unit sales.

2) Past turnover. |

3) New business.

Only you, as a GALLO selesman, have these three
reasons! Competitive salesmen honéstly do not have the
quality, the turnover, the initiative, organization and
know=how to expand the present wine market. Only vou,

have these great reasons for the retailer.

Use them today, -~ your competitors may be able to
use them tomorrow.

PO 0nGcONGBOOPSADS

You have been told time and again that it is harder
to get favored position in a store today than it was
~yesterday, == and it will be harder tomorrow! It is
imperative, that you get the best position and sheif
cdnsolidations in each of your'storeé where this has not
yvet been accomplished. Qpnly you, can do this work! Do
it at once. Do it today, =~ because it will Re ﬁarder

tomorrov.
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So much for the silent recommendation of the
retaller. |
Now as to his ygrhal recommendation: —-
I am really proud, and you tco, can be proud of
many things we have accomplisheds Excellent quality, -
good advertising, - good shelf position, - good merchandising, -
good consumer acceptance, - and even demand. We all

contributed to this accomplishmont.

But one place whoro ve've falled miserably, --
was to achieve retailer realization that GALLO Wine is
superior to competitive ones; that the GALLO COMPANY is
superior to competitive wine companies. We have failed
almost completely at acquiring verbal recommendation of
GALLO Wines from the retailer to his customers!

Our Jjob, starting immediately, 1s to convince every
dealer of the fact that GALLC HINE is far superior in
quality to every other brand in our price category; that
the quality of our wine today is such that the retaller
should recommend our wine to his customers as agalnst

wines in the same consumer price range.
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He must know that we put more gualliy in every
bottle of wine than our competitors do. It costs us
more for the grapes we use; it costs us more for
processingj it costs us more for aging. GALLO today
is a far costlier wine to produce than any competitive
wine.

The only reason we can sell GALLO WIne at the price
wve do, 1s because we are.the biggest sélling brand in the
United States! It is only because of the economies of
the most modern plant and equipment and great volume
that we can sell at the prices we do - and still spend

| 80 much money on advertising!

"The average dealer does not appreclate the fact that
GALLO 1s so much better thaﬁ other wines. He knows that
GALLO sells better. He knows that customers are satisfied
with GALLO and come back for more. But the average retailer
tells you: "All these wines are the same, -~ there's no
real difference between them, e one}wine 1s &s good as

another."
But this is all wrong, and contrary to the facts.

That, is the attitude we must change, --and fastl
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To help you do this, the Winery has prepared, at
considerable expense, a tool designed solely for that
purpose, -to convince retallers that GALLO is the guality
wine in the competitive priée class, - and the only
quality wine at the price. Al Fenderson is here to
present this tool to you.

If you do this job, --and in my judgment it is the
most important single job you've ever been called upon to

do, and it must be dope, --you will make more real progress
in 1956 than in any previous year! '

If you fail to do this job, you will have missed the
biggest single opportunity of your selling careers, ~-an

opportunity to sell Quality, while all your competitors are

selling frige.

Remember that - right now, you have the opportunity
to sell quality on an exclusive basis, -while all your
competitors are selling price. That is & once-in-a-lifetime
opportunity for any real salesman, - and I guaréntee you we
will hot have the opportunity for long, -~ hecause once we
hit the streets with the idea, our competitors will soon be
out selling quality too, - even though they don't have it to
sell.

98



e 15 --

Becausae this Job 1s so important to the entire
organigation, we're going to make it our first order
of business, =to see to it that you do not miss this

opbortunity!

Every man here, will I'm Qure, do this Job with
every one of his retallers, starting at once. Any man
who falls to do 80 wi;l not only be hurting himself,
~he wilil be hurting the entire,organization.' This 1s
one big team! We pull together!

SEERRER RS RRRBRERE
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APPENDIX II

_ Address by
ERNEST GALLO

CHAIRMAN OF THE BOARD OF DIRECTORS
To the 25th Annual Membership Meeting of the
WINE INSTITUTE

San Francisco, California, May 26, 1959

TopAy MARKs the end of my two years as Chairman of the Board
of Directors. This is my last report to the membership as such.

I see by the program that I am scheduled to deliver a report of
what your Directors have been doing in the past year. Well—we
have had six Board meetings, at which we have considered some-
thing like seventy industry problems—but I'm afraid that such a
report would be pretty dull. In fact, those of you who didn't have
to sit through all those meetings are the lucky people here.

So—instead of re-hashing the Board meetings—which have been
reported in the Wine Institute Bulletins, anyway—I would prefer,
and I believe you would prefer—that I talk about money and how
we can make more money in the wine business.

There are only three ways that readily come to my mind as to
how 'we can make more money in the wine business—or in any
other business, for that matter. One way would be for all of us to
raise our prices, which history shows we won’t do except to reflect
increased costs—and besides, there are some legal barriers; or (2)
to cut our costs, which is impossible, and (3) the only real way—
to materially increase consumer demand and the size of our industry.

It is true that through the Wine Institute and Wine Advisory
Board we have been and are engaged in projects whose purpose
is to increase the consumption of wine in the United States. Some
will say these efforts have been successful. The word “successful”
unfortunately is a relative term. I do not agree that our industry’s
increase to an average of 149 million gallons for the past five years
—from 136 million gallons for the previous five years—a gain of
only 9% —is successful expansion of our industry. Not in the face of
a 10% incrcase in population. Not in the face of the 30% increase
in purchasing power during the same periods. And emphatically not
when we consider the superior value our product, wine, has to offer
the American public in comparison to the other alcoholic beverages.

When I note that this couniry is now consuming annually over
2.6 billion gallons of beer, 212 million gallons of distilled spirits,

- and only 149 million gallons of wine, I must ask myself: Why? Why
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is there so much more beer and liquor sold in this country than
wine? '

Let us look into the reasons why people choose to serve and drink
each of the three kinds of alcoholic beverages—beer, liquor and
wine. Basically, there seem to be four principal reasons:

(1) For the taste;

(2) For the relaxing effect;

(3) As a social beverage—the choice here being influenced by
social prestige, and

(4) Reasons of health.

Let us examine each of the three kinds of beverages from these
four standpoints.

As to Beer: Some people may drink it for the taste, As for its .

effect, I would say that beer is refreshing. But few, if any, drink
beer for social prestige. You seldom hear of anyone drinking beer
for his health.

As to Distilled Spirits: Few drink liquors for their taste. This is
shown by the increasing use of vodka, which is even served in tomato
juice; by the preference for light-bodied whiskey blends, and by
the popularity of the new lower-froof straights. There can be no
doubt that their principal use is for effect. Liquors do have social
prestige. As for health, relatively few people drink liquor for that
reason. :

Now, what does Wine offer in these four respects—taste, effect,
social prestige, and health?

In taste, wines are the most delicious of all alcoholic beverages.
The dozens of wine types offer many separate and distinct pleasing
flavors. And now, with the new special natural wines, we are offering
Americans entirely new flavors, which are winning new wine con-
sumers.

We all know that wine’s effect is relaxing.

In social prestige, wine ranks the highest of all beverages, but
unfortunately the particular segment of high society that serves
wine is, if anything, too high socially to influence or set a pattern
for the average American family. The prestige appeal of wine is not
getting over to most people in this country. That is one of our in-
dustry’s problems.

So much for what wine has to offer in taste, effect, and social
prestige. Now, how about its values for health?

In making these comparisons, I have been looking into the
health values of wine. And what I have learned is, to me, astound-
ing. Here I see an opportunity for our industry.

I wonder what our consumption of wine would be today if the
public had been made aware, back in 1938, that the University of
California had found that wines contain enough of the “B” vitamins
to—and these are the words used in the report—"enough to ma-
terially augment the average person’s daily vitamin intake.”

I wonder what the consumption of wine in the United States
would be today if the public had been made aware, in 1940, that
D,r. Eric Ogden and his associates at the University had discovered,
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in their experiments using college students as subjects, that wine

definitely stimulates digestion.

What do you think would be the consumption of wine today if
the public had learned, in 1952, that Dr. Hamilton Andcrson, head
of the University’s Pharmacology Department, had discovered that
wine contains a mild heart stimulant—a substance which acts some-
thing like adrenalin.

I wonder what the consumption of wine would be today if the
public had learned, in 1953, that Dr. Franz Goetzl of the Permanente
Foundation, after six years of expcriments with hospital patients
who suffered from lack of appetite, found that dry wines taken with
meals caused these patients to increase their food intake by more
than 50%. He showed that table wine is the only natural occurring
foodstuff that actually stimulates appetite.

What do you think would have happened to wine consumption
if the general public had known, in 1954, that John Gardner, a
researcher testing wines at the University under a grant from the
Wine Advisory Board, had isolated from wines a substance that
actually killed certain disease germs—a wine antibiotic. This dis-
covery was so important that when the Academy of Medicine at
Bordeaux, just last month, announced that they had discovered the
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very same thing, American newspapers published their announce-:

ment as front-page news from Paris,

I wonder what the consumption of wine in the United States
would be today if the public had been made aware, in 1956, that
Dr. Theodore Althausen of the University’s Medical School had
found that there is something in white table wines that markedly
helps absorption of hard-to-digest fatty foods. This, at last, supplies
the explanation of why wine with meals helps people who suffer
from so-called “nervous indigestion.” Just picture what would hap-
pen if Americans, who are buying indigestion remedies at the rate
of 50 million dollars a year, only knew that wine could help them.

I wonder what wine consumption in the United States would be
today if the public knew that nutritionists at the University of Cali-

" fornia, in 1956, had finally found the scientific proof of the old

family doctor’s prescription of port wine for building blood. They
showed that red sweet dessert wines retain folic acid, the vitamin
that prevents anemia, and they also found a surprising amount of
vitamin B,. Just imagine what these discoveries could mean in the
United States where, according to one recent estimate, 66 million
people, 38% of the population, are taking synthetic vitamin pills
every day.

I wonder what the consumption of wine would be today if the
American public had learned, in 1957, that Doctors Leon Greenberg
and John Carpenter at Yale University had discovered that wine

" materially diminishes the basic level of emotional tension. In other

words, that wine is a natural tranquilizer. I am sure it is a better
one than the synthetic tranquilizer drugs that people in this country,
according to a recent estimate, are taking at the rate of 150 million
dollars worth each year. :
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What would you say the effect would be on wine consumption
if the public could-lcarn the very latest results, not yet published,
of some entirely new research at Yale University, which indicates
that. wine can help people reduce weight? The Yale physicians find
- that when wine is included in low calorie diets, it reduces the
patients’ desire to eat between meals.

Just a few weeks ago I read in the newspapers that Dr. Agnes
Fay Morgan of the University of California had made findings that
suggest wine may prevent hardening of the arterics, the principal
cause of heart disease, This scientist had been studying wine's nutri-
tive values since 1938. I suppose most of you have rcad about it.
Experimenting with animals, she found that those fed winc had
significantly less cholesterol in their blood than those fed an cquiva-
lent solution of alcohol. You probably also noticed that the most
cholesterol was found in the animals that drank only water. Choles-
terol, as you know, is the substance that deposits in the arteries and
causes them to harden. Imagine what would happen if this became
generally public knowledge in the United States, where hecart disease
has become the number one killer among all causcs of death.

Can you imagine what our industry’s volumne would be today il
all these medical rescarch facts I have mentioned had been cllec-
tively brought to the attention of the public when they were dis-
covered? 1 have only mentioned those that I readily came across,
and I know there are more.

I found that many of the facts about wine’s health values were
the results of research projects proposed and financed by our Wine
Advisory Board. They only cost something like $300,000 during the
past 20 years. Certainly these are some of the wisest expenditures we
have made in that period.

Now, then, I think you will agree with me that the health values
of wine are really impressive, even sensational. How many other
beverages have such values for adult consumers?

Staying within the alcoholic beverage field and applying the
measure of taste, relaxing effect, social prestige and health, wine
must be rated as scoring “A plus”—head and shoulders above the
rest. Wine has by far the greatest number of reasons and the most
powerful reasons to be consumed in the greatest quantity.

So, it is not any lack of desirability in our product that causes
ours to be only a baby industry in comparison to the beer and liquor
industries. On the basis of desirability, we should have an industry
many times its present size. Why haven’t we? It's because the Ameri-
can public generally doesn’t know the virtues of wine.

Nor is it any fault in our advertising, because as we all know,
under the Federal advertising regulations it is not permissible to
advertise any medical or health claims for any alcoholic beverage.
Anybody who has ever scen the kind of liquor ads that used to
appear before prohibition understands why the regulations prevent
it. 1 looked up somne of those old-time ads. There was the one where
Rainier Beer used to advertise—with a picture of a woman holding
a glass high like a jewel: “Rainier Bottled Beer—To It I Owe My
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Health—More Strength and Vigor in a single bottle than in a barrel .

‘of ordinary beer.” Ads for Canadian Club Whiskey claimed it was
“particularly adapted for medicinal use.” Those for Duffy’s Pure
Malt Whiskey called it “Medicine for All Mankind—the only abso-
lutely pure malt whiskey which contains medicinal, health-giving
qualities.” Those Duffy ads used testimonials. A couple who had
celebrated their 67th wedding anniversary were pictured and quoted
as saying their health was due to drinking Dufly's whiskey regularly.
“It tones the system, gives us good appetite and refreshing sleep—
agrees with my wife, too,” it said. Another Duffy ad was headed:
“Grippe and Pleurisy Cured—Tones up the Heart—Prolongs Life
—Recommended everywhere by Clergymen, Temperance Advocates
and Doctors—Has Rejuvenating and Curative Powers—$1.00 a
bottle.” '

Ads for Rock & Rye read: “For all bronchitis, consumption and
all diseases of the throat and lungs—put up in quart size bottles for
family use.” '

I also remember seeing an advertisement for Green River Whis-
key that spelled whiskey WISK Y, not WHIS K EY. It left out
the “H.” The ad rcad: “Green River — the Wisky without a Head-
ache—Wisky without an ‘H." Why? Because there’s not the beginning
of a headache in Green River Wisky."” '

Wine ads weren’t as numerous. But there were some—like Good
Samaritan California Port Wine and Good Samaritan Grape Brandy,
advertised by the Southern California Wine Co. of Los Angeles.
The Good Samaritan ads read: “Recommended by physicians —
strengthening after illness — possess tissue-building qualities not
found in ordinary wines and brandies.”

There also was Reihlen Champagne, which advertised: “Indorsed '

by the most prominent physicians of Europe—Used in large quanti-
ties in hospitals—also in private practice on account of its purity as
well as cheapness.” '

No wonder the regulations were written to prevent that kind of
advertisingl '

It is a good thing for our industry and for the public that the
able men of the Internal Revenue Service in Washington have done

such a good enforcement job in preventing that kind of advertising

since repeal. Such advertising would only mislead the public, pro-

mote intemperate drinking, and provide the drys with ammunition.
Moreover, the health claims made before prohibition were without
* scientific proof, and probably weren’t true.

But now the health values of wine are proved. We have an im-
pressive array of facts supplied during the past 20 years by modern
medical research. We must ask ourselves what would happen to
demand for wine and to our profits—real money—if the public knew
these facts. :

Let me tell you what happened to one product, which I shall
never forget. This is a true story. -

When I was a boy, and our family couldn’t afford steak, I was
sent to the store twice a week to buy a dime’s worth of liver cach




time. It was our family meal, because 10 cents was the price of a
whole liver. In those days any butcher, when he sold you other meat,
would give you, for nothing, cnough liver to fced your dog or cat.

I shall never forget that day in May 1925, when newspapers pub-
lished an article headlined *Liver Extract Eases Blood Pressure.”
Dr. W, ], MacDonald had reported this discovery to the Ontario,
Canada, Medical Association. The National Livestock and Mecat
Board had begun sponsoring research the year before into the effects
of meat in the diet. Good Housckeeping Magazinc published an
article entitled “New Values in Liver.” A New York Times head-
line read: “Liver Called Best Food to Prevent Disease.”

What happened? People all over the country rushed to their
butchers to buy liver. And the price of liver went up overnight from
5¢ and 10c a pound to $1.00 a pound. And, boy, was I glad that I
no longer had to eat liver!

Even today, when the B vitamins and Vitamin A, in which liver
is rich, are cheaper in synthetic form, you still can’t buy calves liver
for much less than §1.50 a pound.

Imagine something like that happening to winel

We have been comparing beer, distilled spirits and wine by the
four reasons Americans have for choosing an alcoholic beverage—
taste—relaxing effect—social prestige—and health. In taste, we score
high, but people only discover this when they taste our product. In
relaxing effect we also rate well, but the public expects that effect
from any alcoholic beverage. The two other reasons for using wine
" the public does not know. The general public is not aware of the
great prestige that wine enjoys in the highest circles of society, and
the public does not know the health values of wine. :

Now, I hope that all of you will share the conclusions I have
come to: .

(1) That we now have a great opportunily to increase consumer
demand for wine,.
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(2) That what the grape and wine industry necds is a fully. :

organized industry effort to make the American public aware of
wine’s really high social prestige and wine’s great health values; and

(83) That these are the sure ways to build our industry and to
make more money from wine.

Although today I cease to be your Chairman, my interest in ex-
panding our industry to the rank it deserves in the economy of our
State and Nation continues, and is greater than it has ever been.
And so I plan, at the next meeting of the Advisory Board, to pro-
pose specific ways in which we can and should acquaint the Ameri-
can public with the two important reasons for using wine of which
the public is not now aware—social prestige and health. I think you
will agree with me that it is our responsibility to the public, to our
industry, and to ourselves.
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Sales Meeting Speech delivered October, 1959

APPENDIX III

SALES MEETING

INTRODUCTORY REMARKS -

I appreciate the opportunity you have provided us to meet with
you, Particularly since you have given us of your time in the
middle of a week, I know yeu all hvc given up important work
to come to this meeting., I trust you will find this meeting to

be worth your while,

It has been several years since I have met with you. I used to
drbp in on you, and on quite a few of your accounts, pretty often.
You've taught me a 1011'., and I've always enjoyed it, In fact, for
" quite a few years, visiting with you gentlemen has been one of my
greatest pleasures, and Y've missed it. I want you to know why

you haventt been seeing me lately. It is not because I was idle,

It was only two yeatl ago - less than tw years, in fact - tho.t.
Gallo wine was sold in only 23 states. Since then, we've opened
seven more states —~ Maryland, Ténneun_, Arkansas, Deleware, New
Mexico, Pennsylvania — and Jjust a month ago, Oklahoma. With
Alaska and Hawali also ‘having become states, Galle wine now sells

in 32 st.ates. Yes, we've been pretiy busy, just opening new markets,
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But that isn't all we've been doing. It is the o ther things
we have been doimg that will interest you most. In March of
last year we opened our new laboratory, with one of Americat's
greatest food and beverage researchers - - Dr, Robert J,
Bouthilet - - in charge. This department has already contributed
importantly to our production and quality. To make good wine,
4 factors afo important s

Type and condition of grape

Proper fermemtation

Sanitary Storage

Technical Know-How
(1) As to the type and condition of the grapes we use, we are as
selective as the so~called "Premium Wine® producers.
We have recognized for years that grapes make the best wine at a
given state of maturity — ~ at what we term & certain suger acid
ratio., I will not bore you with a highly technical discussion -
but in layman?!s language, if grapes are green when made into ﬁno,
the wine is harsh, If the grapes are overripe, the wine is flat
ahd without character — — lifeless., All but the "Premium Wine"
 producers try to get overripe gra.pes ae with the increased sugar
you get more galloria per ton, and the result is, of course, cheaper

wine.
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I tell you that Gallo is the only company other than the "Premium
Wine® producers, that insists on crushing their grapes that go inte

wine at only the proper sugar acid ratio.

(2) As to proper fermentation, we this year installed 1,800,000
gallons in Modesto and 1,200,000 gallons in Fresno of additional
fermenting capacity = - more than double what we had. This will
result in better controlled and cooler fermemtetion, which means
superior wine, This year this greatly increased fermenting capacity
saved us from a near calamity. As you know, we had a 2-inch ré.in a
few weeks ago ~ « the heaviest in recorded history for that time of
year. Rot and mold has started, and-the grapes on the vine are be-
coming uscless for wine purposes in some areas of the state already.
Without this added fermenting capacity, we would have been caught
short this year. We are able to crush our requirements in this
emergency in 35 days, ending approximately October 15th = = whereas
it would'. have required until November 15th = ~ a time too long to
make our requirements this year. Grapes will not be fit for wine

beyond October 15th,

3) Sanit'a.ry Storage - extremely important -~ I will discuss this in

de._tail later,
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(4) Technical Know-How. In addition to the largest and best
trained staff of technical men in the Wine Industry making our
wine, we are the only winery having scientists doing basic re-

search in the United States,

What I have just told you about
Type and Condition of grapes we use

Cool and proper Fermentation
Sanitary Storage - -~ which I have alluded
to and will discuss in a moment
Technical Know-How
are all extremely important, I want you to know that we are way

out in front on quality, and that we have the wherewithal to stay

there,

Yes -~ our wine costs much more than the competition, However,

when we realize the =

gfeat amount of money that must be spent
today in advertising to get peeple td
try your product -

the great amount of daily effort on the
part of both management and salesman to

s6ll a product during these competitive

tinmes =
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I believe it to be foolhardy to try to save money by compromising

on quality,

Our wines #re the best we know how to make today regardless of
cost, The consumer is getting a hell of & bargain, and more and

more consumerg are finding it out every day!

Cnly because of our volume, efficiency of operation, and concen-
trated effort can we afford to sell such costly wine at the price
we do, and still spend as much as we do in advertising. Our new

research laboratory is contributing importantly to our quality,

In June of last year we completed building of the biggest wine
warehouse in the United Statee. It covered an area of aix acres,

and its capacity was 2 million.caaes. Already this year, we had

to enlarge it froﬁ 2 million case capacity to 3 million cases,

It is now 1100 feet long and 300 feet wide,

In July of last year, we completed building the most modern glass
plant west of the Mississippi -~ - and Gallo became the first winery
in the world to have its own bottles manufactured at the Winery.
This, involving an expenditure of over $6-million was - as you know ~

to make Flavor-Guard Bottleas for Gallo wines,
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We have, during the last two years, improved our vineyards,

planting a number of new varieties for finer, better tasting,

Gallo wines,

Last year, a3 a result of Gallo research, we made a major advance
toward greater stability and brilliance in wine, when we developed
equipment for the use of the new ion~exchange process, which clari-

fies wine better than any other method.

This year, we perfected and installed costly new equipment that
now separates the fres-run juice - -~ thatts the first squeezing - -~
from the grapes at the moment the sikins are broken, We thereby
have shortened the time during which juice is in contact with the
pomace., It means that Gallo wines, henceforth, will be even more

delicate and more brilliant than ever before,

For the past few years we have been working on an improved closure
for Galle wines, to give a tighter seal that would also be safe
against tampering, and that would be easier to open - - a major
new consumer advantage. By April of this year we were using Alcoa

pilferproof closures on the entire Gallo line, as you know,
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We have also made advances in the bottling of wine, with install-

ation of new high speed equipment of entirely new design.

But the greatest quality advance we have made since I was with you

last is the total elimination of wood tanks in our winery. Our

research has shown us, as i1t has shown the producers of fine wine

in Germany, that Wooden Cooperage has no place in winemaking or

aging - - that wood, being porous, is a haven for bacteria. I1r

you could look at a cross=section of & wine tank stave under a 2
microscope, you would see billions of bacteria. A sterilizing

agent powerful enough to penetrate the pores of the wood to reach

and kill this bacteria would have to be o powerful that it would

destroy the woed itself., Wood tanks cannot be properly sterilized.

You have all heard étories of how the old Wine Tasters claimed great
tasting skill, becaﬁse thgy ecould tell at what winery a certain wine
was ma&e. The truth is, it was relatively easy, Over the years,
the bacteria in the wood tanks of each plant would develop an off-
taste -~ or odor -~ of its own, 30 that it was very easy ﬂo identify

each winery's wine,
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Wine is a food like milk. It requires the greatest sanitation.
Some years ago, milk was carried in wooden buckets, Today that
would be unthigkable; In a very few years, it will be unthinkable

to use wood for wine storage.

During this last year, at great expense, we ripped out 3,700,000
gallons of wood tanks at one sweep -~ ~ the last of what we had,
These were'replaced with glass~lined steel tanks = giant bbttles,

if you willl

Joday, we are the only winery in California that can boast of

not having one wooden tank left in its cellar, although other

wineries are now beginning to follow Galle in this advance as

their means permit,

Winery expansion to keep up with demand, has also kept us busy.

You have already heard about our addition, last Spring, of 4,200,000
gallons of capacity at our Modesto and Fresno wineries. And of our

purchase this June of the 2-million gallon Pio winery at Cucamonga,

in Southerh California,

Two years ago - in 1957 - = the total storage capacity for Galle

wines was 32-million gallons, Today, it is 43-million gallons.



You have élready seen some of our recent packaging improvements,

such as the new label for Thunderbird.

During the pas£ two y;qars, we have worked on a solution to a major
packaging problen — = to bring up the quality of the regular Galle
package to the quality of our wines. For a number of years now,
we have realized that the only way in which the "premium® wines

were better than ours was in their packaging., We employed the

nation's foremost package designer ~ - Walter Landor. His Job was
not easy -~ -~ on the one hand, he had to come up with a package

that would look at home with and in the same class as » the premium

wines - « and on the other, package that could be produced at speeds

heretofore unthought of in any wine plant in the world - - speeds up

to 300 bottles per minutet

It has taken tremendous effort to re-engineer and re~tool to attain

these speeds for a custom premium-type, two~piece label, We now are

satisfied we can do the Job, and expect to go into this production

in about 3 weeks, Much work has been done, and you may know of the

intensive store-testing we have been doing recently.
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I believe that the new two piece label is one of the most?
important strides forward we have ever made, It will give

our fine quality wine the personality it deserves - - it_will
give us great opportunity to make new efforts, in those
neighborhoods, or amongst those groups of consumers, who
require a new slant to get them to try ouf wine at this time,

It will meke it much easier to get consumers who never tasted

Gello wines before to try them,

It will also give us a second chance at those volatile groups
who once drank Gelle and changed — ~ specifically, the large
Negr6 market | We know the negro particularly, but also everyone
else, is moved by appearance, by emotion, sometimes a gimmick,
This two plece label package has enough prestige appesrance to
get us back our rightful share of the negro market if properly

presented, -

This two riece label should materielly help to increase our wolume
ﬁith consumers of all levels, This two piece label gives you a real
opportunity. It is a package that bespeaks the true quality of Galle

wines, which are equal to any wines at any price.
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These things I have told you are the most important things we
have been doing since I saw you last that have to do with plant
facilities, product, and packaging. I wanted to bring you up-to-date

in this regard.

Now then - -« just a2z we have been working at improving the quality
of our wines, improving the appearance of our package and improving
our plant facilities « = 80 have we been working on and overhauling -

our marketing concept,

We have felt that our volume increase during the past few years has

been coming too slow - -~ just as though we were up against a ceiling,

We realized that progress above this point was to be hard and slow
if we continue to use the same marketing techniques that were so

effective just a few years ago.

In anelysing our experiences and studying the success of other
consumer products we have determined that there is no reason to
be limited to stagnation or very slow growth - — in fact, there is

real opportunity for a rapidly increased volume for each of you.
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This is because we have determined a way to create in the minds
of consumers in the entire market » regardless of neighborhood, an
image of Gallo as the brand of prestige, quality, and preference --

so much 80 that it is in a class by itself -

This will be done by two things -

First -~ The scope of our advertising and by the
nature of its content = = which I will
call on Howard Williams to reveal to you

- - a.lld,
Second -~ Our new concept of total Selling - -
| which I will call on Al Fenderson to
explain to you,.
After they are through, I will talk to you again = «

Nows H. Williams

Nows A. Fenderaon



From what you have heard from Howard Williams, you have learned . ,

(1) That we have the best thought-out advertising

(2)

campaign this year that we have ever had. We
have a real message to deliver, and it will be

delivered with prestige and effectiveness,

How much more we are advertising than our
competition. In fact, how much mere advertising
Gallo is receiving in this area than most other

reading consumer products,

From what Al Fenderson has told you, you have learned our plan of

total 8‘111“8 > o

(1)

(2)

What to tell the retailer about Galle advertising =
That it protects the wine business

That it‘ increases the overall wine business

That it insures th; value of a retail outlet

That it increases the value of a reﬁail outlet.

-

What to tell those retailers who are 2o shortsighted
that they are only interested in today'e profit.

That in terms of money invested in wine he mekes far
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far more money on fast moving Gallo than any other brand. '
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Very Important ~ ~ the message I want you to take out of this room

and never forget - is

What H. Williams told you sbout the scope of our

advertising and the neture of its content - and,

What Al Fenderson told you about our new concept
of total selling.

From what I told you at the beginning of this meeting, from what
you have learned from Howard Williams and Al Fenderson, you must

. realize the odds are heavy in our favor -

We have better product,

We have better packaging,.

We have better plant facilities.

We have larger plant facilities,

We have better people — in pr&duction, in advertising,
in sales, -

We have better distributors with better salesmen.

We are spending more money advert.isin; than the entire
industry combined} |

We have thinking - we have ambition =

We have a plan - Heavy and outstanding advertising

- and total szelling}
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We excel every other competitor in each and every respect,

NO competitor can tell us he is better in even one respect - =

except perhaps at playing golf!

Men - the wine business is there for us to take, and we are going

to take it!

This is not the type of an organization that lets opportunity go by!

I have told you before — « what is required is the joint maximum

effort of the winery - the distributor « and you, the salesmani

So that there will be no misunderstanding that may jeopardize the
success of this operation, let us review once again the responsibilitiea
and effort required by each of us, the Winery, the Distributor, the

Salesman,

Although Al Fendereon said all you men know the ABC!'s, the elementary
things that should be done in a store - the two days just spent in

- surveying stores would make it advisable at this time to review theh.
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I have told you this before, in years gone by, but it is worth

repeating.

Ae The Winery must supply:
1 =~ A Superior Product.
2 « Qutstandingly packaged.
3 - Properly Priced.
L., -~ Effective merchandising tools and aids,
5 -.Create Consumer acceptance and dema.nd.
6 = Provide the benefit of our experience obtained
in other markets,
7 = A8 leaders of our industry, we must also expand

the present wine market.

Be The Distributor must:
1 ~ Have the determination to make Callo the only
wine in his territory - which he has,
2 « Maintain, train, and supervise an effective sales
force - which he has,
3 = Provide intensive display activity - which he has.
L o vaida fast delivery of wine to retailers after

the order is received ~ which he has,
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5 - Keep adequate inventory of all types and ‘sizes,

If the distributor does not keep an adequate

inventory - both the Winery and the salesman

are hurt,

(a) The Winery is hurt if the Distributor does

(b)

not carry edequate lnventory because -~
(1) It will be wasting advertising money
by the product not being available to

the Consumer,

-(2) Too much shelf space being dewoted to

the competition,
(3) Our lacking domination of stores which
is essential for the retallers?! silent

recommendation, to which I shall refer

to laga.in 800N,
(4) Rush orders to the Winery interfere with
normal bottling schedules, thereby making

our production operation more costly,

The salesmen are hurt if the Distributor does

not carry an adequate inventory because:.

(1) You cannot keep from shorting retailers on
orders, which means they sell a compef.itive
wine which prolongs the competitorts life

and strength.
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(2) You cannot sell maximum quantities,
(3) You cmot sell maximum varieties,

(L) You cannot sell maximum spreads,

Without maximum quantities, varieties and spreads in a store, you

fail to receive the retailer?s silent rccommendation to which I

shall refer to again in a moment and is so important to the success

of a product,

So you see how it is vital for a distributor to carry an adequate
inventory if he is not to hurt the Winery and the salesman, as well

as himself, has kept an adequate inventory,

Now ~ I have listed the responsibilities of the Winery, as well as
that of the Distributor, in thie effort, I will discuss the respon-

eibility which is that of the salesman,

Ce The Saleaman must:

1 = Get replacement in all stores.

2 = Get the retailers! verbal recommendation by
thoroughly selling him on the story of Ga.ilo
quality, packaging, pricing, advertising, énd
Gallo responsibility, prestige and leadership
in the industry. You must o sell him that the
retailer will recommend Galle and switch his

customers,



3 = You must get the best shelf position and

consolidated - that is all your sizes and

types together to get the maximum visual

effect,

4 — You must get the maximum spread for the

same purpose,

5 « You must place point—of-sale material at

every opportunity in quantity.

(a)

(b)

(c)

(d)

(e)
(£)

Point of sale material is advertising at

the last moment before the sale,

It attracts the attention of the 'cqns\mer

to your pmduc*E at the critical moment -
when he is trying to decide what wine to buy.
Tt makes your wine look more important,

It makes it look like the retailer is recommend-
ing it,

It reminds the conesumer of our advertising,
Point-of-sale material prices merchandise -
it is & sérvice to the retailer - and shelf
strips tend to increase your spread and to

maintain shelf position,
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(g) You must use imagination on each call te
the rétailer - asking yourself each time
befofe jou enter a store "How am I going
to improve Galle in this store as a result
of this call -~ and what shall I iry next
time I eall?® If you will do that before
and after each call on each store, I assure
You the progress you make will be surprising

to you, -

By accomplishing large shelf spreads, good position, placing
point-of-esale, having floor displaye, having Gallo dominate the
store - you are having the retailer unwittedly silently recommending

Gallo to each and every person who enters his store, By giving a
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brand real prominence in his store, a retailer conveys to his customer -

his reccmmendation of that brand over all others without opening his
mouth. By putting a brand low in a derk corner or high upon a shelf
out of sight and reach, the retailer conveys the impression to the

consumer that that brAiﬁd is not recommended and that it is inferior,.



Now then - _if you get the retailers to verbally recommend Galle
to his customers as I have said - by selling him on the story of
Gallo quality, packaging, pricing, advertising and Gallo respon-
sibiliti, prestige and leadership in the industry, and - if you

get the retailers gilent recommendation by -~ as I have pointed

out - getting the best shelf position, largest spread, consolidation,
all sizes and types, place point-of-sale in quantity and religiously,

am use your imagination on each call - you will have done your full

share along with the Winery and the Distributor.

Remember this « the brand is no stronger than you men -~ and you men

are no stronger than the brand. So we mmust all work together,

On the last occassion I spoke to you, I promised you the Winery
would give every ounce of effort that it possessed to realize

our common objectivé. At the beginning of this meeting, I recited
| the things the Winery has done since I saw you last, How well the

Winery is fulfilling my promise of its effort - is, of course, for

you to Judge,

None-the-less, — I promise you greater effort by the Winery than

ever before,
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So did our distributor - = Mr, - =~ make &
promise, and I can say 'he has lived up to his promise up to
this time, and I have every reason to believe and hope that he

will continue his outstanding effort.

So'v did you make promises - - and by and large most of you have
lived up to your promises up to this time. I hope that these of
you who have worked so well will coentinue, and those of yoﬁ who
have not - or those of you who are new here -~ will see things in
a new light, and make a fresh new start., You owe if. to the rest of

us, but most of all to yourself and your family,

In closing let me ea} - although some will say Gallo has made great
progress during the last 2 years -~ our rate of progress will be
stepped up and greater as we develop more men to help us in
Modesto « We will be looking over your territories in the hope

of finding men to help us,

Hope to see you sooner next timel
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APPENDIX IV

Delivered February 28, 1963
Stanford University Business School

BUILDING A SALES ORGANIZATION FOR GALLO

I wag invited by the Chairman of your synposium group,
Tad Winans, a few weeks agb to come to talk to you. I told him I should
be glad to come ~- what did he suggest I talk about? "Something abbut

the problems in building a sales organization for Gallo'," he replied.

In a chat with him a few days Eter, he happened to make a
remark which characterized a philosophy which I have long felt and
believed. It occurred to me that I probably would be more helpful to
you if I discussed that subject instead -- it being a broader and more
fundamental subject -~ and it ‘will ,inc—lude reference to 'Building the

Gallo Sales Organization’'.

Tad Winans' statement, and the subject I intend to discuss with
you here today is: ''Young Men's Capacities are Usually Underestimated

By Most Companies''.

1 have felt fhis way for a long time. I must have felt that way
when I was your ‘ag'e -~ about 30 years ago. I believe I will demonstrate
the fallacfr of underestimating a young man's capacities best not by
giving you a theoretical diaculrsaion. but by an example -~ a true case
history -- the story of E & J Gallo Winery, and how the Gallo sales

organization was built.
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But first a word as to who and what the Gallo Winery is today.

Gallo is the largest wine~-producing and marketing organization in the world,

This position has been achieved even though our products as of this time

have complete distribution in only 26 stafea, and partial distribution in 16

others., We still have a lot of growing to do. We have planted and developed

several thousands of acres of vineyards' at Livingston. At Modesto we hmfe
the world's largest winery, with 32, 000, 000 gallons capacity, and other
large wineries at Fresno and Cucamonga. In addition, we have long-term
contracts for ti;e entire production of 8 other wineries, situated in various
parts of the state. We have recently built one of the largest glass plants

in the west to make our own bottles, and another plant to make our own

bottle caps.

But, let's go back and start at the beginning. In the fall of 19433
when my brother Julio and I were just about your ages -~ 23 and 24 years
of age respectively -- prohibition laws in the U.S. were repealed, legaliz-
ing the sale of wine and other alcoholic beverages for the first time in 15
years. We were small grape gfo“_/ers at that time, during the depth of

the depressgion. Our combined cash consisted of $5, 900, 23.

With the legalizing of the production and sale of wine, I saw what
I considered a natural opportunity. We quickly decided to go into the wine

business.
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I took inventory of our resources:
Experience in produ:fing wine -- nonel
Experience in @rketing wine -~ none!
Cash -- $5, 900,23

Confidence ~~ Unbounded!

At that time I honestly felt I could do anything anyone else could
do ~-- -not because I was brilliant, but because 1 was willing to devote as
much time and effort as was necessary regardless of sacrifice. To
start a winery, $5, 900,23 did not appear to be enough. A building,
grape crusher, press. pump, filter and tanks were needed, as 2 mini-
mum,

With enthusiasﬁ I told of my plans to go into the wine business to
my relatives and friends, but anticipating my need for money, th’ey cut me
short by saying they had no money to lose.

(iuickly realizing I could not raise the money for a building, I
rented a building from the railroad at $60 per month. I went to San
Francisco and found a small machine shop that was building crushers and
presses in anticipation of repeal of prohibition. Realizing the owner waﬁ
venturesome, I had no difficulty in buying the crusher and press (approxi-

mately $2, 000) on terms of a 90 and 180 day trade-acceptance basis.

The redwood tank manufacturere required more persdalion. but
finally sold me 100, 000 gallons of cooperage for $4, 000, also payable on

90 and 180 day trade-acceptance.
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- It was now late in August -- just before the grape harvest. I
now had facilities and know-h;:w. but needed grapes. I contacted grape
growers, I pointed out that gfapes were being sold at only $8. 00 per
ton, I pointed out that on December 5t£ it would be 'legal to sell wine
again for the first time in 15 years, that wine would sell for probably a
minimum of 50¢ per gallon. A f:on of grapes would produce 160 gallons
of table wine, If they would bring me their grapes, I would make wine
and would either give them or sell for their account 60 gallons of wine
in return for each ton they delivered to me. If the wine would sell for
50¢ per gallon, it would grosﬁ them $30 instead of $8 per ton. This
would give me for my share 100 gallons lof wine per ton of grapes they
delivered to me without any cost for grapes. On this basis, I succeeded in

getting enough grapes to fill the winery.

1 now had wine, but no customers. Repeal of prohibition on
December 5th was drawing close, and so were the due dates of the trade

acceptances I had issued in payment for the equipment and tanks.

One morning, a few days before the 5th of December, I received

a letter written by a prospective purchaser of wine from Chicago, re-
questing samples and prices. It was addressed to all in California who

had taken out licenses to produce wine.

Knowing my bills were coming due, it was imperative that I got
his order. I took samples and boarded a plane that same day for Chicago,
and the next morning was at the office of the prospective purchaser when

he arrived. He remarked at the coincidence -- that he had just written
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‘me, and here I was in his office about the same time. I let it go at that,

and sold .him 120 barrels -~ 6, QOO gallons at 50¢ per gallon -- receiving

a check for full payment in advance. I continued east, establishing customers
in sufficient number to take our production for the year. With a first year's
proﬂt of $34, 000 ouf plant was immediately enlarged, embarking us‘ on an
expansion program which has never ended: 7-million additional gallons are |

scheduled to be added this year, for example.

The structure of the wine industry from repeal of prohibition in

1933 to about 1940 was largely that of wineries producing bulk wine and

selling it to bottlers in various markets. Bottlers, in turn bottled the
wine and sold it under numerous labels to retailers. Sales by wineries
to bottlers and bottlers to retailers were made principally on price alone.
It was at that time essentially a commodity business. About 1940 the
structure of the wine industry started to change. There was a growing
realization that the future would belong to Brands. Commodities do not
create a position in the market for their sellers. The so-called "giants“
of the industry of that day were making clumsy efforts to marke; a small

quantity of their production under their own brands.

I realized that the Gallo future would be in deielopiﬁg our own
brand. Again I took inventory of our resources:

Experience in packaging ~- Nonel

Experience in advertising -- None!

Experience in merchandising -~ Nonel
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Experience in selling to retailers -- None!

Financi.al capacity to launch a brand -- very limited!
Experience in producing a quality product -- at least as
good as any in the industry! We had already esfabliehed the
nucleus of what was tp become the foremost wine research

and quality control laboratory in the industry.

Although we were operating at an increasing profit each year,
our earnings were required for the continuous growth that had been taking

place: increased plant, inventories, and accounts receivable.
Confidence -~ Unbounded!

Because of my complete lack of experience in brand promotion, it
just made sense to start establishing a brand slowly ~- in spite of what the
""giants' were attermpting.

I started by acquiring two of my custoimers: a bottler in Los Angeles

and a bottler in New Orleans.

1 went to Los £ngeles, literally to reason out how to establish a
brand for Gallo. 1 went into stores, looked at their physical layout, asked
questions of clerks and owners: from this study in the stores I came to some
simple conclusions:

Everything being equtal. a consumer buys brands he knows and has
confidence in, I reasoned that brand knowledge and brand confidence comes
only from -- ad\;ertising -=-, or one customer recommending the brand to

another, -~ or recommendation of the retailer,
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when 1 ‘atarted to thii;k in terms of establishing the Gallo brand
back in 1941, I quickly came‘ to the conclusion that I did not have the
resources to éatabulh consumer knowledge of and confidence in the pro-
posed Gallo brand by media advertising. I simply did not have sufficient
fnoney available to spend the large sums required even in those days to
make an impression by newspapers, radio or billboards. There was

no television in 1941. Therefore, consumer advertising at that time, as

far as 1 was concerned was impossible.

Recommendation by one consumer to another? This couldn'’t
happen until you get some consumers started first -- besides, our product
at that time did not have such superiority in quality as to merit such

voluntary comment among consumers. JTherefore, the only avenue open

. to me in establishing Gallo at that time was the retailer’s recommendation.

Since the Retailer's Recommendation was to be so vital in establishing

Gallo, it was obvious a very careful study and appraisal of this eifort was
imperative. By talking to retailers and by reasoning, 1 came to the following

conclusions which, incidentally. have stood the test of time.

First, retailers are, as a rule, either too busy or too indifferent

to vocally recommend a product very long, even for monetary consideration.

Second, effective retailer recommendation can be obtained without

his sayinga word - whatl term his silent recommendation, by obtaining for

Gallo dominant exposure, making Gallo visually very important in the store.
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I reasoned that by giving this dominant visual exposure and
importance to a brand in the retailer's store, the consumer would
accept this dominance as indicative of the retailer's considered opinion

as to which brand is the best, and in effect, which one he is recommending.

It would give the consumer confidence in buying Gallo. I came to this
simple conclusion back in 1941 when I started establishing the Gallo
brand, and its importance is as imperative today as it wae then., Having
determined that for the first few years, at least, I would be limited to

promoting Gallo by the retailer's silent recommendation, I set about to

determine how 1 was to obtain this dominance in the retail store.

As 1 have previously stated, up to this time wine was sold pretty
much as a commodity. Bottlers used almost any shape bottle, unattractive
labels, and sold principally on price. No effort was made by -a bottler to
get any partic.ular position in a store for his wine., As a result, their
bottles were stuck around mixed with everyone else's wine. A real

hodge-podge.

Again in talking to retailers, putting together their thinking and

suggestions, and using just plain common sense, 1 determined that I could

obtain the retailer's silent recommendation by the following:

1. Producing and maintaining a high quality product.
2. Packaging the product in a distinctive manner denoting quality.
3. Froviding a constant fair and sure markup for the retailer by

fair-trading the consumer price.
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Occasionally providing a '"deal" or extra incentive to the re-
tailer to encourage him to buy sizes or types he was not carry-
ing, or to just load him with enough Gallo wines to absorb his
purchasing power and exclude competition.

Overcoming the retailer's usual objection of ''no room" for a
new brand by providing an attractive metal ;ack holding ten
cases of wine. This was self-liquidating frdm the profit on
the first ten-case order. |

By sending mailing pieces, ''broadsides", I called them, to
each retailer each month. These were very bold, colorful
pieces unfolding to 18 x 24 inches, Their purpose wai to:
announce our promotional programs,

show pictures of our F, O, S. materials,

Show a reproduction of the single full-page newspaper color

ad we would run., This technique proved to be surprisingly ’
effactive in giving the Gallo brand status.

I reasoned that it would be iraperative to consfantly exert great
effort to have the retailer stock all types and sizes of Gallo

wines in quantity.

To obtain the most visible position at eye level.

Trim shelves wifh the colorful P, O.S. we provided,

To use bottle collars to attract consumer attention to Gallo
wines.,

Rotate stock, and keep the Gallo shelves stocked.

Dust the bottles.
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To place céﬁnte;- .diléh)'l of Gallo wine next to the caah
register. |

And to talk to thé. retailer about the quality of our product.
An of these things would have to be done to obtain the re-

tailer's silent recommendation.
It became apparent to me that to do all of these things to

obtain the retailer's silent recommendation in each store

would be quite a job.

- The next matter to consider was how to get all this done at the
retail level. I started by talking to wholesale liquor distributors. Thii

wasg the method of distribution used by other wineries.

I soon learned that a liquor distributor's salesman usually has
several lines and many sizes of whiskies, gins, cordials and imports as
well as wines for sale. As a result, it is not unusual for a wholesale
liquor distributor's salesman to have well over 50l0 items to sell, This

made it imposeible for him to devote much of his effort to selling wine.

It became immediately apparent to me that I could not hope to get
~ the intensive sales effort that was required to do this job by the method of

selling the retailer that my competitors were using.

The only thing that made sense to me was to have retailers called

upon by salesmen concentrating their entire effort on Gallo.

This meant the creation of a sales force.
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I wanted men with a background of retail service. I hired young
men frou: the ranks of the soap, grocery, soft drink and tobacco industries,
Ziach man was given specific accounts, required to make regular calls and

daily reports.

The sales force was divided into te#ms of 10 men each. A super-
visor was employed for each team:.
Retailers in Los 2 ngeles soon felt that here was a brand on the
move. For the first timme, here was a wine of consivstent quaiity.
¢ ttractively packaged,
# ggressively merchandised.
We immediately assumed the status of leadershig.
In those days we were first and alone in the wine business to do
these things -- simple principles, but as a package, extremely effective,
Qur progress in L.os *ngeles was phenomenal., Continuing to use substantially

the same technique, as soon as we established one market ve invaded another.

In this latter regard, I should say that an imnportant contribution to

Gallo progress has been by recognizing the capacity of and encouraging

young men to go into business for themselves as distributors of Gallo wines.

You may be interested to know, for example, that our distributor for
the whole San Francisco Bay Area is one of our former salesmen, Our New

York distributor is owned by a former salesman and his former sales manager,

Our state of New Jersey distributor is owned by a former winery

state manager and the forryier sales manager of another Gallo distributor.
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Thase organizations, to mention only a few, have grown to be highly

effective organizatione with approximately 100 salesmen each.

There are a number of states we are not yet in and await the
development of proper personnel. We are always ready to assist -a person
of proper capacity and integrity, if he wants to become a distributor for

Gallo wines.

I mention this to emphasize that although some companies under-

estirnate a young man's capacity, there are many who do not.

In those fe w states where we do distribute through wholesale liquor
distributors we require a separate wine sales force concentrating on our

wines alone.

[

Zlong w~ith our desire to expand our distribution, it became
necessary to build a sales organization.

To survey potential markets

I o establish and train distributors

To feed back to winery headquarters market information

To convey to distributors winery policy, programs, assisténce

and supervision.

Mostly from the ranks of the salesmen we developed winery
representatives, state managers, regional managers, brand managers,
distributors. As time passed, it was to be expected that competition would

react by attempting to do the things we were doing.
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But in most cases, it was too late. We already were generating
the capacity to advertise in néw-pa.pero, radio, and then television. From
starting as perhaps the smallest, we were well on our way :to become the
largéat.

Now, of course, our competitive capacity also includes a highly
skilled merchandising materials production department as ,well as the
usual advertising department.

With the development of cur new products, we recently instituted
the brand manager system of control, to maintain maximum effort on each
product. Under this system, ea:ch brand manager is virtually in business
for himself. He is responsible for his products ip:

Testing

Initiating proposed budgets

Fackaging

Initiating proposed advertising campaigns with the advertising

agency,

Working out advertising schedules

Initiating effort on the part of the merchandising department to

create promotions .fo-r his brands

Checking the market as necessary to determine that the sales

department is exerting satisfactory effort on his brands, and,

Establishing salgs quotas
In short, he is virtually responsible for the success or failure of the brands

asgigned to him,
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It is his job to see that the Winery's resources are used
effectively to further the sale of his assigned brands.

In every growing organization there is a shortage of capable
men., New products, new ma'fkets. new concéptl open up new positioni
requiring more and better executives.

Up to a-few years ago.. we looked to employment agencies for
such men. This source broved to be increasingly disappointing, We
found thé.t middle-aged men of real ability, except for unusual circumatapcel.
don't change jobs. Their value is usually fully recognized by the company
they 'are with; In contrast, three years ago our director of marketing, quite »
by chance, happened to emplpy a young man who struggled through to receive
~his M.B.A. here at Stanford. With a minimum of training, this young man
has developed into an out-tanding brand manager. ‘ This was a powerful
reminder that’young men's capacities are usually underéltimated.

With this thought in mind, We decided to immediately institute a
program of developing our own executives. We employed 2 man with a
background of college teaching and personnel training to head up a recruiting
and training program.,

This training program is conducted in L.os Angeles, where we operate
our own dist’ribu'ting organization, This affords us a unique class and field
training opportunity; This training in L.os Angeles is for a period of 6 months .
to 1 year. The trainee, in addition to class room work is req&jred to spend
time as a salesman handling for several months the full responsibility for
our products in 80 to 100 stores. Next, he becomes a junior district ¥nanager

in charge of 5 or 6 salesmen and some 600 stores, and in a2 few more mohnths,
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a district manager in charge of a team of 10 salesmen covering approximately
1,000 stores. During this period he is under constant appraisal by not only
the training director and other Los Angeles personnel but also occasiohally
on-the-ground checks by at least one company vice president from Modesto. |
" He is required to come to Modesto approximately once a month to sit in on
‘ advertising meetings and to discuss his observations and reactions, and to
review the problems of his training in order to better judge the direction
his aptitudes are taking. By the time the trainee is ready to leave Los
Angeles, both he and we know whether he will more likely be successful
. in sales, adw}ertising, or brand ménagement. Some we find should not be
in these fields at al], but rather in production or administration. Because
of our growth, we have executive needs in these areas as well., Now in
concluding, I hope I am leaving you with at least the following:
1. Successful people never think of the term - "It can't be done".
2. What ydu may lack in knowledge or experience, whether it
be in production, administration or sales, you can overcome by
hard work and common. sense
3. More and more business organizations are becoming aware
of young men's capacities.
4. More and more busineas organizations have prograins for
rapidly developing young men into executives.
5. Don't underestimate your own capacity.
You may not now know where your greatest capacity lies, buf you can
quickly find this out by joining one of the many organizations which are in

a position to give you opportunity to demonstrate your ability to find and
A

organize facts.
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To give you the opportunity to think about them

To give you the opportunity to come to conclusions

To give you the opportunity to ;ecommend action

and then, to give you the opportunity to carry out the programs you devise..i
With such an opportunity and with encouragement and guidance, you

wil‘l quickly determine your capacity for growth. You can help to prove again

that young mens' capacities are usually underestimated.
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Leber

by ERNEST GALLO & & J. GALLO WINERY

[En. Notk: Mayhe Ernest Gallo is a cisionary, but if he is,
the record indicates that he is.a very practical one. In this
article, based on a recent talk to the members of the Ameri-
can Society of Enologists, Gallo measures the present against
the past, and the future against the present. Gallo’s evalu-
ation of the California wine industry’s future amounts to
stating 1hat if the industry is not one of the “good sized in-
dustries” of the U. S. 30 years from now, it will not be be-
cause of a lack of potential.]

SINCE the Wine Industry is observing the 30th anniversary
of the repeal of prohibition this vear, I feel it is proper to
review the condition of our industry on repeal of prohibition,
to assess our current status after 30 vears of existence, and
with this background and information, to attempt to project
ourselves into the next 30 vears.

We shall see that if we succeed in developing our potential,
we have a surprisingly great future.

The deserving of teday—whether growers, enologists, mar-
keting men, managers or owners—shonld look forward to the
future with anticipation and excitement. ]

Now, Jet us start from the beginning: December 5th, 1933,

To make good wine vou need good grapes, and what grapes
were available in 19332 During the fifteen vears of prohibition,
fine table wine grapes almost disappeared, having been re-
placed with the common varicties. This happened because
wine was made in the home during prohibition, and grapes
had to be rugged to travel long distances across the country
to people who did not know any more about grapes than
that they were cither white or black. )

So, in 1933, insignificant varietal acreage existed. Viticul-

“tural practices were quite elementary. The growers were, in
large part, inexperienced people who had been attracted to
grape growing from other walks of life because common
variety grapes were bringing phenomenal prices in the East-
ern {resh grape market for homemade wine.

These growers knew little about maintaining proper soil
moisture, fertilization, or pruning and spraying practices.
Their limited knowledge resulted in light vields per acre
and inferior grapes.

Today, becanse of rescarch by the University of California
and members of the industry, viticultural practices have been
improved and advanced, The quantity produced per acre is
far greater and the quality is far better, than that of 30 vears
ago, making possible the production of more, and much better,
wine. .

However today, 30 vears after the repeal of prohibition,
we still have insufficient acreage planted to fine wine grapes.
This is one urea where we cannot take pride in accomp-
lishment. ' '

We have had the vesonrces at hand to greatly improve and
increase the plantings of good varictal winemaking grapes.
Too few of us have done this, to date. We can he greatly
- encouraged, however, by the increasing interest and action of
growers and vintners in the last several vears.,

In the next 30 years, I believe that our research will develop

grape varicties of considerably higher yield, with desirable
varietal characteristics which are at least equal to the very
best we now have. I rate this as a goal of greatest importance,
for I consider the development of more fine wine grapes as the
key that turns the lock that opens the door to the future. -

On the repeal of prohibition, the little winemaking know-
how available. to the industry was limited to a handful of -
older men who were entering the wine business as proprie-
tors, and to a few pamphlets published around 1914 and
earlier by Professor Bioletti of the University of California.

For example, all that my brother and I knew about wine-
making at the time of Repeal was how my father used to -
make wine in the basement for our own use. Some of you
may remember what homemade wine was—something like
grapejuice in December and something like vinegar in June.

My brother and I started looking for a winemaker. We ran
down various leads obtained from old timers who used to
work in wineries before prohibition and we reached a dead
end each time. The people we sought had either passed away
or could not be tracked down. ‘

A search of the local library unearthed two of Professor
Bioletti’s pamphlets, These pamphlets were probably the dif-
ference between going out of business the first year because
of an unsalable product, and what was to become the Gallo
Winery of today. '

I believe I would be safe in estimating that there were
only about half a dozen trained enologists, chemists and
technicians in California 30 years ago. Today we have about
thrce hundred, and about ten to twenty are joining the
industry annually, If this industry grows as I think it will,
we will soon have several times this number.

Increased technology, breakthroughs into new scientific
areas in other industries which are adaptable to ours, explo-
ration of new areas, and development of new products will
require an increasing number of highly trained enologists,
chemists, and technicians, The enologists of today and to-
morrow now have a tremendous base of knowledge to build
upon.

Let us compare the know-how and practices of 30 years
ago with those of today.

Thirty vears ago we burned sulfur sticks in tanks. Today,
we have automatic SO, feed, and we are now on the thresh-
old of completely eliminating SO, in winemaking,

Thirty vears ago oxblood, isinglass, or skim milk, was used
as a clarificant—and used only when there was a full moon.
Today, it's Bentonite or ion exchange on any day of the year.

Thirty years ago most fermenting was without cooling—
with the resultant stuck wine coming from fermenters, tasting
flat and over-heated. Today, all our fermenters have cooling
coils, and fermenting temperatures are under reasonable con-
trol. We are already thinking in terms of automatic control
of the temperature to its optimum point in the fermenters,
depending on the variety of grapes—perhaps as low as 50° F.
for some with properly selected yeasts. This will be one of
the great steps forward in improving our quality and contrib-
uting to the enormous increase in consumption that is in
the offing.
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". .. what we did yesterday is obsolete today . . .

Thirty years ago we depended upon the natural wild yeast
to start the fermentations; today we have pure wine yeast
cake, and before another 30 years we may be using selected
enzvmes alone, to develop the very best characteristics from
each variety of grape.

Thirty years ago oxidation was a problem of great magni-
tude. Many wines were already oxidized at the time of
bottling, with the result that we were exposing the new
American market to inferior—in some cases, undrinkable—

wines. Is it any wonder Americans were so slow in developing

a desire for our table wines?

In recent years our enologists have tackled the oxidation
and shelf-life problem and have made great strides. This has
contributed materially to the healthy increases in table wine
consumption, and these increases will be augmented by new
developments in the offing—the use of atmospheric. control
and antioxidants,

One of the most dramatic improvements in the last 30
vears has been in winery sanitation.

From the use of small, leaking, sometimes contaminated

“and moldy wood tanks, our industry has progressed to the

giant plastic-lined, insulated steel tanks that are comparable
in sanitation to giant thermos bottles. We can wonder if
greater sanitation is possible. Much of our cleaning is done
manually, and I believe the next 30 years will bring fully
automatic sanitation,

Thirty years ago, the only way known to bottle wine with
the hope of keeping it from spoiling was through the addition
of excessive doses of SO,. This destroyed much of a wine's
natural, delicate character. Today, we do slightly better by
pasteurizing into the bottle, and considerably better with
DEPC. Thirty years from now we will have been using selec-
tive antibiotics and sterile filtration for many years.

Thirty yvears ago we had Ebulliometers for alcohol test,
sugar stem for solids, and litmus paper for acid, We have
now progressed to semi-automatic, micro-dichromate_alcohol
test, refractometer for solids, and recording titrimeter and
gas chromatography for identifying minute quantities of the
congenerics in grapes and wine. The future will hold for us
fully automatic wine analysis with digital computers compiling
the necessary data.

No one in this business is more aware of these changes
taking place today within the industry than the enologist. The
enologist has revolutionized the art of winemaking and
through modern technology and advanced scientific theory
will augment this revolution to the point where methods 30
vears from today will have made today’s practices even more
obsolete than the the methods of today have made obsolete
the methods of 30 years ago.

Of course, the people within the industry have changed, too.

Let us look at the people who entered this business on the
repeal of Prohibition. A few had been winery owner before
Prohibition; another few had been in winery management.

These were people who had remained associated with the
industry through vineyard holdings or through attempts at
producing or selling grape juice and/or a little sacramental
wine, They had for years been clinging to the hope that

Repeal would some day come. But when it came, it found
them an impoverished lot. '

By and large, however, the people who rushed into the
wine business at Repeal were people who were attracted to it
mainly because they saw a new industry coming into being.
They jumped in with no experience, training or capital, hoping
to find a quick way to make money,

Both categories of people had to think first of survival and
only then of the consumer.

Because of ignorance and/or necessity, they bought grapes
as cheaply as possible, produced wine as cheaply as possible,
and sold it as cheaply as possible and couldn’t pay their débts.

Is it any wonder that our industry started so chaotically
and grew so slowly?

At its start, we saw the same wine bottled under several
labels and priced to the consumer as low as 39c per fifth and
as high as $1.75 per fifth. This did inestimable damage. Con-
sumers switched from one brand to another, sometimes to
higher prices, in their search for something they might like.
Unfortunately, they too often found the same poor quality.

The first attempts at bottling were clumsy and crude—
packaging left much to be desired. Today, wine packaging
receives great care and effort and is often the result of the
best packaging engineers and designers in the world.

Wine now costs little more to the consumer than it did
shortly after Repeal, and the quality has vastly improved.
Wines today are actually a real value. I am sure that during
the next 30 years, the quality of wine received by the con-
sumer will be increasing faster than the price—the competi-
tion of other beverages will see to this. .

Today, I believe we are equal to the challenges ¢f competi-
tion. The wine industry is now comprised of comparatively
well-financed people, whether they operate as an individual,
a corporation, or a grower cooperative. The personnel is highly
skilled and trained in the areas of viticulture, enology, pro-
duction, and marketing. People in management and ownership
today are, on the whole, competent business people. They are
modernizing and building new plant facilities, placing increas-
ing emphasis on training and skill in the areas of chemistry,
technology, enology, marketing and management, making the
best wine possible with the grapes available, developing and
planting new grape varieties, developing new wines, and .in-
creasing our sophistication in marketing wines, :

It is noteworthy that the California wineries, by voting for
the Fermenting Materials Marketing Order, have shown they
are starting to appreciate the importance that the quality of
wine is-to play in our future. This is an historic initial step
forward for the improvement of the quality of California
wines.

Let us compare the wines produced 30 years ago with those
produced today. -

Then, our table wines were heavy, very dry, high in tannin,
usually oxidized, coarse, harsh and often sour. Today they
range from full-bodied red wines to light rosé and white wines,
reaching in sweetness from quite dry to verv mellow, permit-
ting thie unsophisticated as well as the critical and the ex-
perienced to find a wine of their particular liking..
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Our 209 wines of 30 years ago were limited to Port, Sherry,
Muscatel, Tokay and Angelica. They were unstable, of crude,
inconsistent quality, and were consumed primarily by unfor-
tunate, low-income individuals,

Todav our dessert wines are materially improved, and are
now of such quality that they are being increasingly consumed
by people in higher income brackets,

" These dessert wines will be further improved, perhaps by
Jowering the alcohol from 20% to possibly 18% or 17%,
or perhaps by developing better varietal characteristics through
viticulture. .

Special Natural Wines have made their place, currently
representing 1 out of each 6 gallons in the 20% category.

California table wine shipments have increased from 12
million gallons in 1935 to 46-million gallons in 1963, and
have averaged an increase of 10% per year the last five years.

American 205 wines have grown from 19-million gallons
i 1234 to 114-million gallons in 1963. The disturbing fact, of
oourse, is that the consumption of 20% wines has not in-
vreased during the last five years,

Without question, the Special Natural Wine category pre-
sents a challenge to develop wines that can stimulate the
volume of the 209 category. This is an area where the enolo-
gist can develop products limited .only by his imagination and
the Internal Revenue regulations, _

The wine industry, like any other industry, cannot stand
still. It will either progress or regress. As a result of increased
purchasing power, education, leisure time and advertising,
customs and taste change very rapidly.

Thirty years ago if the producer of any product turned out
a standard, dependable product, he “had it made.” So much
so, that you may recall what Henry Ford was led to say in
reply to his marketing department’s request for the production
of Fords in various colors. Said Henry: “They can have any
color Ford they want, as long as it is black.” We know that
this policy was changed fast when the great Ford Motor
Company was within inches of going broke as a result of
General Motors, Chrysler and other automobile companies
giving the public something new and better, as well as many
beautiful colors from which to choose. '

Faced with similar competitive forces, the wine industry
must grow faster if it is to continue to grow at all. It must
grow faster by constantly -improving its existing wines and
developing new wines. Hard liquor, beer, soft drinks, juices
and new beverages that'are not even in existence today will be
increasing competitors, Thirty-five percent of the food prod-
ucts sold today were not even in existence five years ago. The
radical changes in consumer buying habits in such a basic
commodity as food are attributable to new products, as well
as to effective advertising and marekting. We must accelerate
our rate of progress, or fall behind in the race for public favor,
and fall short of our full potential.

The marketing of wine has become a highly specialized
and very complex profession.

Today we have merchandising, advertising, and sales peo-
ple who are equal in calibre to those in the most competi-
tive fields of consumer products, and who use the same effec-
tive techniques. We can be confident that they will compe-
tently promote our wines.

Up to this point, we have reviewed together the progress
this industry has made during the last 30 years. We were
reminded of its humble beginnings. We have assessed our
current status. And we have previewed a few examples of
the imiprovements that could well take place in the wine
induniry during the next 30 years,

What was my purpose in taking you through this highly
respectable record of the industry’s accomplishments to date?
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My purpose was to establish that the last 30 years have
been a period of “preparation” and that now~—30 years after
our start of preparation—we are ready for “commencement.”
The commencement of what can be a 30-year period of fan-
tastic growth in our industry as a result of our current capucity
in viticultural expetience, technology, facilities, marketing
and management.

Stated in another way, my purpose was to prepare you fo
the acceptance of such volume goals for the next 30 years
"that, although they may at present stagger the imagination
of some, -may nevertheless be accepted as a possibility,

I need not remind you that Europcan wine consumption
averages over twenty gallons per capita, while ours is less
than one gallon, I do not accept the idea that the American
taste is different from the European when it comes to wine,
except that it is—strange as it may sound—more sophisticated.

The American taste for wine is more sophisticated in that
the American public—except for the very low income con-
sumer—will not drink a wine unless it is quite good. We know
that this is not the case with the average European.

As far as Americans are concerned, all of us have had
many occasions to observe how repeatedly they require the
refilling of their glass when served a truly fine wine, and
how unapologetically they simply leave their first glass of
wine after the first sip, if it is not really good.

From this clue our industry must take its cue.

If we recognize both its significance and potential, if we
have the intelligence to see the opportunity, and the courage
to seize the challenge, the California wine business can be-
come one of the “good-sized industries” of the United States.

We know that Americans will buy and use what they enjoy
because they can afford it. From my observation, I know that
there are wines in existence of such desirable characteristics
that the American who will not enjoy them is the exception
rather than the rule. Furthermore, these wines would be
desired by most Americans for daily use if they were avail-
able in quantity at reasonable prices.

For example, asuming that advances in viticulture, tech-
nology and volume production made it possible, what do
you think would be the American per capita consumption
of wine if wines such as Wente’s Pinot Chardonnay, Mon-
davi’s Chenin Blanc and Martini’s Zinfandel were available,
in all liquor stores, markets and supermarkets at 72c per
fifth, $1.25 per half gallon, and $2.15 per gallon in California,
and proportionately priced in other markets? Gone would be
the attitude of “I can take it or leave it.”

These wines have sufficient appeal to be used every day
by a great many people—and very important, not only would
they be served often, but the quantity consumed at each
use would be sevefal times that consumed now. Partly filled
glasses would be replaced by empty bottles,

What could our annual volume be by 1994? According
to the U. S. Census Bureau, 30 years from now—in 1994~
our population will have reached 160 million adults, with
an average disposable family income of $13,000 versus to-
day’s  $7,000. They will have the benefits of higher educa-
tion and increased leisure time. They will be aware of the
therapeutic values and the low caloric content of wine. Wine
will have assumed its rightful place as a nutritious, enjoy-
able, wholesome family beverage.

Let us make some projections,

I ask you this question: If it is possible, through increased
plantings of varietals, advances in viticultural practices, and
advances in technology and volume production, to make table
wine of the quality I have described, at the relative prices
I have stated—then wouldn’t you agree with me that it is
safe to assume that 30 years from now at least 40 million
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people—one-quarter of the -projected adult population of
160 million—would use two glasses of table wine per day
on an averagc?

Here is the shocker! Two glasses per day by 40 million
people means a consumption of 1 billion, 100 million gallons
per vear. Yet, under our assumption, this projection is by
no means unrealistic.

As to dessert wines, assuming no change in the tax rela-
tive to distilling spirits, I believe our enologists will be able
to make such improvements in product as to permit us to
at least maintain our current per capita consumption, This
would mean 132 million gallons of dessert wines consumed,

Although the sales volume of Special Natural Wines has
leveled off, 1 believe that Special Natural Wines have not
reached their full, potential, T belicve that we shall be able
to produce wines of such appecal as to enable us to at least
increasc our volume of Special Natura]l Wines proportionate
to the increase in population. This will mean an annual vol-
ume of at lcast 20 million gallons per year by 1994,

As to sparkling wines—Total United States Champagne
consumption has, as you know, grown at an average annual
rate of 7% per year for the last three years. An. American
is, in my opinion, a natural for being a comparatively large
consumer of good Champagne. He likes the dramatic, en-
joys the fizz, is status conscious, and can afford it all

Based on the current 7% annual growth rate and based
upon the projected population 30 years from now, we should
be selling 40,000,000 gallons of Champagne per year by 1994,

And now we come to still wines with residual carbon
dioxide. Here was an idea that could have opened a great
new volume. Certain vintners, who could not possibly have
been hurt by the idea, prevailed upon Washington to limit
the carbonation to five pounds instead of seven. And since,
as you know, the five pounds is actually the maximum, you
must, in order to be sure that you do not exceed the limit,
carbonate to approximately four and one-half pounds. This
new product was licked before it got started, it was destined

to hardly make a ripple. What volume the future holds in .

this area is dependent upon increasing the amount of car-
bonation currently permitted. Since it is impossible to guess
how long it will be before Internal Revenue regulations will
permit a modest and necessary increase, let us not include
this category in our projection,

The consumption of American Vermouth has remained
fairly static for the last five years at about 4 million gallons.
I can see nothing at this time which indicates significant
growth in the future.

Now let us total the projections we have made:

m 1 billion, 100 million gallons of Table Wines.

132 million gallons of Dessert Wines.

20 million gallons of Special Natural Wines.
40 million gallons of Champagne.

4 million gallous of Vermouth,

Total: 1 billion, 300 million gallons of wine consumcd an-
nually in America by 1994, We can achieve this volume if
the viticulturists, enologists, marketing men, management and
winery proprietors have the foresight, courage, and drive of
pioncers—of empire builders; if they become imbued with
the spirit that this wine business can be truly a great business.

Let us consider what the industry will need to produce
the type of wines described, at approximately the prices
referred to, in the quantities projected.

It will need nearly 8 million tons of good varietal grapes
for table wines and at least 1,700,000 tons of the common
varieties for Dessert Wines, Special Natural Wines, and Ver-
mouth,

FFor wine alone, there would be required approximately

double the cxisting 474,000 acres that are presently in grapes,
for all purposes.

Our industry’s problem of tho immediate future appcars
to be not that of being plagucd with too muny overall acres
of grapes, but rather of disallocation of those acres among
the various grape varieties, There are too many acres de-
voted to raisin and table varieties and too few acres devoted
to fine wine varieties to provide prosperity to the grower and
to permit wineries to supply the demand for the type of
wine the American consumer is preparcd to buy in quantity.

Therefore, it would seem that there can be little sympathy
for the grower who persists in planting table and raisin
variety grapes. In fact, methods should be found to encour-
age growers to replace some of their existing table and raisin
grape variety vincyards with good wine varietics by dis-
semination of information, by loans, long term contracts, and
any other way possible to achieve this end.

This would provide an immediate and economically sound
way for reducing the production of table and raisin grape
varieties currently in over-production; this would immediatcly
increase the price of table, raisin and wine grape varieties.

This would also start to provide a supply of good varictul
wine grapes, commencing five to seven years from now when
the replanted vineyards come into bearing., By that time we
will already be desperately in need of an additional 300,000
tons of good wine variety grapes merely to maintain our
current quality and keep up with the current table wine
consumption growth rate.

The industry should be able to produce increasingly supe-
rior wines, to sell them at a price within reach of the average
consumer, to use sophisticated marketing methods and effec-
tive advertlsmg to expand its sales, and to prepare for the
increased volume of business which lies ahead.

Scientific, economic, and managerial developments are pro-
ceeding so rapidly that it is almost impossible to keep up.
Scientists are synthesizing elemental materials never before
in existence, We are in the middle of a population explo-
sion. Digital computors are in their infancy. Radioactive
isotopes will show us the mysteries of grapes and wine which -
we cannot now explain. Growth hormones such as Giberellin
will control the size and quality of fruit. Radiation preserva-
tion will be a reality in wine. Expandable warehouses will
be of blown plastic foam and will make insulation, carpentry
and concrete a thing of the past. What we did yesterday is
obsolete today; what we are doing today is already obsolete
tomorrow.

The future demands more specialization and awareness
of progress, and each professional group within the wine
industry—whether in science, marketing or management—
will have its hands full trying to keep up with the compe-
tition of other beverage industries.

With our eyes set on the goal, and with recognition of
our capabilities and potential, our industry, inside of 30
years, will less resemble our industry of today, than our
industry of today resembles our industry of 30 vears ago.

Our industry needs more and more men who strongly be-
lieve that our commencement is today. Men who will ouly
for a moment look back to the humble beginning of 30 years
ago and compare it with the progress that has been made
as of today, for the sole purpose of appreciating all the capa-
bilities we now have and realizing the opportunities that this
great industry holds forth for us,

We have just commenced to grow. We can look” forward
to the stimulation, the excitement and the rewards that will
accompany our deve]()pment—deve]opmcnt into an industry
of stature among the leading industries in the United States.
Our future is truly exciting.

~
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INDEX to the Interview - Ernest Gallo

Adams, Leon, 80, 81
Almaden Winery, 36
American Vineyard, 29
Amerine, Maynard, 80
Arata, Dave, 47

Barbera, Charles, 16

Beaulieu Vineyard, 22

Bertsch, Kenneth,- 63

Bianco, Batista, 1, 2, 3

Bioletti, Professor Frederic T., 19
Bolles, John, 49

Boone's Farm Apple (label), 54, 57
brandy, 22-23, 71, 81, 82

Caddow, H.A., 81

California Vineyardists Association, 71
California Wine Association, 21, 26
Carlo Rossi Red Mountain (label), 62
Cella, J.B., 21, 38

Coleman, Jim, 64

Conn, Donald, 71

Cooperatives, 77-78

Cowell Ranch, 29a, 31

Crawford, Charles, 63

Cream of California (label), 24
Crest View (label), 8

Cribari Winery, 59, 60, 61

Crump, Donald, 49, 51 \

deLétour,'Georges, 22
Distillers Outlet, 24

Eden Roc (label), 62, 82

Fairbanks Trucking Company, 64
Fenderson, Albion, 49, 54, 63
Flavor-Guard, 43
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Franck and Co., 23, 24

Franzia Brothers, 20

Franzia, Guiseppe, 7, 8, 13, 14
Frei Brothers, 33

- freight rates, 44

Gallo, Amelia (Mrs. Ernest Gallo), 13

Gallo, Bob, 12, 64, 69

Gallo, David, 64, 65

Gallo - E. & J. Gallo Winery, 14, 15, 16 and passim
Gallo, Joe, 30

Gallo, Joey, 64

Gallo, Joseph, 1, 2, 3, 5, 6, 7, 9, 11, 12

Gallo, Julio, 3, 14, 15, 19, 30, 47, 49, 51, 63, 65, 69, 74, 81
Gazzara, Joseph, 7, 8 .
glass plant, 41-44, 48

Griffler, , 17-18

grower contracts, 31-33, 34, 35-36, 74-76, 77
Guild-Ukiah, 33

Guild Wine Company, 8, 26, 60, 77

Hartford Empiré Company, 42
Herbert, General James K., 67, 68
Heublein, 80

Italian Swiss Colony, 20, 21, 26, 57, 80
Joslyn, Dr. Maynard, 56, 59

Krug, 36

Laskey, Marvin, 60
Las Palmas Winery, 59

Madrid Agreement, 83
Marshall, L.K., 80
Martini, Louis, 36, 79
Martini and Prati, 33
Masson, Paul, 36, 60
Maze, Claude, 11



Maze, Ella, 12

mechanical harvester, 39-40

Melody Hill, 60

Millard, Charlie, 13, 28

Mission Bell winery, 80

Modesto and Empire Traction Company, 15

Napa Valley Coop., 33
Owens-Illinois, 26

Pacific Redwood Tank Company, 15
Pagan Pink (label), 56
Perelli-Minetti, Antonio, 21
Petri, 8, 26, 44

Petri, Louis, 44, 80

Pink Chablis (label), 54, 56, 57
Pio, Albert, 60

Pio, Bartolomeo Company, 59, 60
Pio, Elmo, 60

Pio, Eugene, 60

Prohibition, 5, 6, 14, 16, 17, 18, 19, 71
prorate, 22-23

Raisin Board, 79

raisins, 29

Red Mountain Winery, 62

Red Mountain (label), 62
Repeal, 14, 16, 18, 19
Rhine Garten (label), 56, 57
Ripple (label), 54, 56, 57
Ripple Red (label), 56
Ripple White (label), 56
Roma Wine Company, 20, 21, 26, 45, 67
Rose Naturel (label), 57
Rosenstiel, Lewis S., 45, 67
Rossi, Charles, 62

"Sales Organization for Gallo - Building A,"

Schenley, 45 /
Scotty (label), 55, 59
Seagrams, 23

25, Appendix IV
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Setrakian, A., 72, 78-79
Shastid, John, 63

Simon, Horton, 41, 43
Sonoma Coop., 33

Spanada (label), 54, 57

tanks, 20, 21, 37-39
Thunderbird (label), 54, 56

unions, 40-41

United Can and Glass Company, 41, 42, 43

Valley Agricultural Company, 29
Vella, Joe, 11
Vito, David, 24, 25

'Watt, Sam, 24, 25

Williams, Howard E., 49, 57, 63
Wine Advisory Board, 70-71

Wine Institute, 44, 56, 67-71, 81
Witter, Richard, 56

Wines Mentioned in the Interview

apple, 54, 55

burgundy, 53

Cabernet Sauvignon, 36, 79
Chablis, Pink, 54
champagne, 54, 57, 65
Chenin Blanc, 36

Johannesberg Riesling, 36, 79

port, 53
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sauterne, 53
sherry, 53, 58

white port, 54

Grape Varieties Mentioned in the Interview

Alicante Bouschet, 7
Barbera, 30, 75, 76

Carignane, 3, 7, 12, 20, 75, 76
Chenin Blanc, 30, 75, 76

French Colombard, 30, 75, 76
Grenache, 12, 30, 75, 76
Mission, 12, 20, 30, 75, 76

Palomino, 30
Petit Sirrah, 30

Ruby Cabernet, 30, 75, 76

Thompson Seedless, 29, 30, 72, 75, 76, 78

Tinta Madeira, 30
Tokay, 75, 76

Zinfandel, 3, 8, 12, 13, 20
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Ruth Teiser
Born in Portland, Oregon; came to the Ray Area
in 1932 and has lived here ever since.
Stanford, B. A., M. A. in English; further graduate
work in Western history.
Newspaper and magazine writer in San Francisco since
1943, writing on local history and business and
social life of the Bay Area. .
Book reviewer for the San Francisco Chronicle
since 1943.








