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California’s Wine Industry: An Economic Power House 

 

Introduction 

It is widely known that California is one of the world’s largest wine producers, due to its 

ideal location but more recently in the last twenty years due to the advancements made in the 

wine industry.  The California wine industry is growing and changing amidst a global revolution 

in grape growing, wine production, wine marketing and consumer tastes. California has become 

one of the world’s leading wine producers because of several technological and industrial 

innovations. This paper will address these innovations and examine the wine industry; from the 

companies that produce and ship the product worldwide, to the migrant workers who harvest the 

grapes necessary for wine.  This paper will also examine the historical context of the modern 

wine industry in California and explain how the industry has changed over the past 20 years.  

Other aspects of the California wine industry that impact production such as legislation, social 

movement and the environment will be addressed.   These innovative procedures found in the 

wine industry can be applied to other agricultural industries in California.  

Background 

 Before examining the current economic status of the wine industry, it is important to 

understand the history of making wine in California.  The history of California wine is deeply 

embedded in the Mexican missions that were erected throughout California in the late 18th 
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2	  century, thus planting the seed for the wine industry (CalWineries).  At first, the wine was used 

for religious purposes, such as sacraments and ceremonies.   The vine cuttings used at these 

missions came from Mexico and were the descendants of the "common black grape" brought to 

the New World by Hernán Cortés in 1520.  Eventually, wine was used for other purposes rather 

than religious ceremonies such as trading for other goods.  A major cursory event, the California 

Gold Rush of the 1840's, created a large increase of new settlers to the western region of the 

United States.  This new influx of individuals increased the demand for wine and other alcohol, 

which made wine making a profitable business.  The newly growing wine industry took hold in 

Northern California, more specifically around the counties of Sonoma and Napa. The first 

commercial winery was opened in 1859 by John Patchett.  Another prominent figure in the 

history of California wine is a Hungarian immigrant Agoston Haraszthy who moved to 

California in the 1850’s.  He went on to collaborate with the American government and import 

over 165 cuttings from some of the best European vineyards to California (McGinty).  This 

innovative thinking typified the period and led to a diversified wine market in California.  Now 

people in the United States could experience the quality of wine previously only afforded  to 

people in France and Italy.  This spike in the quality of wine inspired many other growers to 

improve their product.  This improved quality of wine allowed for manufacturers to increase the 

price of their wine.  In 1863, the European wine industry was adversely affected by a root louse 

called Phylloxera.  This pest destroyed the grape vines in Europe, eating the leaves and 

hollowing out the roots.  The decline in European production gave California wine an 

opportunity to make a name for itself in the European market.    In 1879, Captain Gustave 

Niebaum established Inglenook Winery in Rutherford, California and became the first winery to 

produce Bordeaux-style wines, winning gold medals at the Worlds Fair of 1889 in Paris.  Large 



Storti	  
 

3	  quantities of American wine began to be exported around the world to locations including 

Australia, Central America, England, Germany and Asia.  By 1918, there were more than 2,500 

commercial wineries in the United States and 713 bonded wineries.  The expansion of California 

wine was not something that occurred over night.  Innovative technology and mechanization of 

the wine industry were some of the most important factors in the recent success of California’s 

wine market. 

Labor and Technology 

The technological components that make the California wine industry what it is today are 

the most crucial aspects of the current success of the industry. Components such as 

advancements in agricultural technology have allow wine producers to harvest grapes at a much 

higher rate.  For example, between 1975 and 1995 the percentage of wine grapes harvested by 

machine increased from about 10 percent to almost 70 percent, which explains the increase in 

production of wine during the 90s and the decline for the need of seasonal migrant workers 

(Migration Dialogue). The introduction of harvesting mechanization began with innovative 

farmers and local mechanics. They were looking for opportunities to reduce the drudgery of farm 

labor, increase its productivity, improve the farmers’ ability to perform operations in a timely 

manner, and to reduce the financial risks associated with the need for large amounts of seasonal 

hand labor. Subsequently, agricultural engineers within the public sector — federal and state 

government research agencies and land-grant universities — working in conjunction with 

growers and equipment manufacturers, put a lot of effort into developing appropriate harvesting 

technologies for a variety of horticultural crops. The harvesting sector of wine production is the 

most mechanized aspect of the California Wine industry, which is demonstrated in the graph 

below (Fig 1).  
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4	  

 

The main component of the harvesting mechanization is an attachment on the tractor which 

straddles the row of grapes and uses shaking rods to dislodge the grapes. The grapes then fall 

onto a conveyor belt and are taken to an adjoining gondola. Leaves and debris are blown away 

from the grapes by a fan and by hand. Wine grape growers have recently turned their attention to 

mechanical pruning, including using flame throwers to get rid of excess leaves.  After the 1930’s, 

production of wine in California became more mechanized and wineries began focusing on the 

details to further improve their product.  By this time California had established itself in the 

global market as a producer of quality wine, but the question was still how can we improve 

California wine?  People such as Robert Modavi and Georges de Latour introduced new 

technological advancements which improved upon the current standard of California wine.  

These advancements included introducing small French Oak barrel aging, cold fermentation, 

vineyard frost prevention and malolactic (California Wine History).  These technological 

innovations improved the quality of California wine and now California was receiving more and 

more attention worldwide.  The growers had achieved great progression, much of it attributed to 
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5	  this new found ingenuity and technological advancement.  This would be the basis for what has 

become one of the most mechanized agricultural industries found in the US.     

  But what are the other implications for mechanization within the Wine industry?  Loss 

of jobs, harm to the environment are the downside of this mechanization. While these new forms 

of technological innovations increase production and distribution, they also have male adaptive 

qualities.  Wine grape harvesters cost $100,000 to $200,000 each, but they can harvest wine 

grapes for $15 to $25 per ton, compared to $35 to $50 per ton for hand harvesting. Gallo, 

California's largest grape grower with 10,000 acres in the San Joaquin Valley, has 17 mechanical 

grape harvesters (Migration Dialogue).  This innovative mechanization has implications for both 

loss of jobs for migrant workers and harm to the environment through the exhaust of biodiesels.  

Wine farmers are much more likely to adopt this new form of harvesting, thus replacing humans 

with machnines.  Another problem attributed to the mechanization process is the effect this 

process has on the quality of the grapes, and ultimately the quality of the wine.   The problem is 

that, “high-end wines are being produced, which cannot be compromised by the harsh treatment 

of the harvesting equipment, which may result in excessive extraction of phenolic from skin and 

seeds before being received by the winery” (Wine Business Monthly Archives).  There are also 

environmental aspects which are affected by this mechanization process.  These machines which 

increase harvesting abilities also contribute to the pollution of the environment.  Seeping oil and 

fuel into the soil may impact the ground water in the surrounding area. The technological 

innovations found within the California Wine industry are very dynamic and are a necessary 

component to the success of the California Wine industry. 
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6	  Social Movements and Legislations 

 The California Wine Industry has been affected by several social movements and 

legislations throughout history.  One of the most profound social movements which affected the 

California Industry was the grape boycott during the 1960s.  Its roots can be traced back to 1941, 

when the United States and Mexican Government started the Bracero Program, which brought 

thousands of Mexican Nationals north to work in the fields in the U.S.  Often, braceros were 

used to undercut domestic wages and break strikes, making it almost impossible to organize a 

legitimate union. The program was conceived to solve labor shortages during World War II, but 

was so popular with growers that it was extended until 1964. The impact of this program 

eventually led to a boycott.  Cesar Chavez, a Mexican American laborer, led a grape boycott in 

the mid-60s which called for an increase in wages for migrant workers who harvested grapes 

(Nevarez).  Chavez established the National Farmworkers Association which eventually joined 

forces with other unions expressing the need for higher wages and less extreme working hours. 

Through its grassroots efforts—utilizing consumer boycotts, marches, community 

organizing and nonviolent resistance—the movement gained national attention for the plight of 

some of the nation's lowest-paid workers.  The strike had a dramatic effect on the economy of 

the California wine industry and the production of grapes used to make wine in California.  For 

many years the harvesting of grapes in California was dramatically effected, eventually causing 

farmers to look for alternative ways to harvest their product.  This slightly contributed to the 

mechanization of harvesting grapes for wine, but during the 1960s the technology needed was 

too expensive and therefore the necessity for migrant workers compelled farmers to give in to the 

boycott.  In 1970, the United Farm Workers of America succeeded in their boycott, reaching an 

agreement with grape growers to increase wages.   
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7	  Besides technological advancements, legislation and laws have had an effect on the 

California wine industry.  One of the most significant pieces of legislation in the history of the 

California Wine Industry was the Prohibition act of 1920, which prohibited the manufacturing, 

exporting, sale and consumption of alcohol in the United States.  Between the 1920s and 1930s 

almost all of California’s vineyards were closed except for a select few that remained open 

because they were producing wine for medicinal purposes (Prohibition/Wine).  At first the wine 

industry was extremely opposed to prohibition for obvious economic reasons. This amendment 

had a significant impact on the production of wine in California and almost destroyed the market 

for wine.  If it was not for the illegal black market which formed during prohibition grape 

growers would have suffered great economic crises.  Despite the initial fears of many grape 

growers that prohibition would be severely detrimental to the industry, the growers profited 

much more then they initially anticipated.  The growers underestimated the underground market 

and the profits that could be made from producing illegal homemade wine.  There were also 

several wine producers during prohibition that were manufacturing legal wine for consumption. 

This was possible because of the Volstead act which followed the guidelines of the prohibition 

act but mad exceptions for wine.  Wines used for sacramental purposes were exempt under this 

act, allowing wine to slip through the cracks whereas beer and other liquor were not allowed this 

leniency. Because of this act, limited amounts of wine could be made both at home and in 

wineries. Those made in wineries were only available for purchase through warehouses owned 

and monitored by the government. While wine was illegal, it was widely distributed at 

speakeasies and other underground drinking establishments. However, the illicit nature of 

alcohol caused the price to sky-rocket.  Aggregate spending on alcohol actually increased during 

Prohibition. Though there was profit to be made for a select few the overall market for legal wine 
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8	  took a significant dive during the 13 years of prohibition as well as the subsequent years.  The 

overall volume of wine produced in the United States dropped from 55 million gallons in 1919 to 

3.5 million gallons in 1925.  The reason for this decline in production has to deal with the idea of 

agricultural necessities.  Because grapes were predominantly grown in order to make wine, 

growers looked to other agricultural resources that were more necessary to society.  Once 

prohibition was over grape production was still on the downfall and it was not something that 

could be remedied overnight.  Another aspect the California Wine Industry that was affected by 

prohibition was the quality of the wine being produced.  The new laws and restrictions enforced 

by prohibition detrimentally affected the quality of almost all alcohol at this time due to the fact 

that most alcohol was homemade.  Overall, prohibition had a severely detrimental effect on the 

California wine industry especially the production process. Quality grapes had been replaced by 

sturdy grapes built for travel, wineries had closed down and equipment was in disrepair. It was a 

mess. Public tastes were not up to snuff either: wine had become more associated with winos 

than epicureans. As a result, most of the wines in the first decades after Prohibition were sickly 

sweet or fortified.   By the time that Prohibition was repealed in 1933, only 140 wineries were 

still in operation.  It would be over ten years before the industry began to prosper once again.       

California Wine Enlightenment  

 It took time for the Californian Wine Industry to recover from the fallout of prohibition. 

But by the 1960s, California wine began transitioning from a low quality spirit, into a refined 

flavorful alcohol. At this time California was primarily known for its sweet port-style wines 

made   from Carignan and Thompson Seedless grapes. However a new wave of winemakers soon 

emerged and helped usher in a renaissance period in California wine with a focus on new 

winemaking technologies and an emphasis on quality. Several well-known wineries were 
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9	  founded in this decade including Robert Mondavi, Heitz Wine Cellars and David Bruce Winery. 

Another very prominent wine aficionado and producer was André Tchelistcheff who is generally 

credited with ushering in the modern era of winemaking in California. He introduced several new 

techniques and procedures, such as aging wine in small French Oak barrels, cold fermentation, 

vineyard frost prevention, and malolactic fermentation (Bunce).  But still this period was 

characterized by quality wine but marketing this wine was proving very difficult.  It was not until 

a man named Frank Schoonmaker, a prominent journalist and wine writer of the 1950s and 

1960s introduced the German idea of labeling wines using varietal rather than semi-

generic names borrowed from famous European regions. Robert Mondavi was one of the first to 

label the majority of his wines by varietal names and was tireless in promoting the practice. As 

the quality of Californian wine improved and the marketing became more successful, the region 

started to receive more international attention. A watershed moment for the industry occurred in 

1976 when British wine merchant Steven Spurrier invited several Californian wineries to 

participate in a blind tasting event in Paris (Bunce). It was to compare the best of California with 

the best of Bordeaux and Burgundy. In an event known as The Judgment of Paris, Californian 

wines shocked the world by sweeping the wine competition in both the red and white wine 

categories. Throughout the wine world, perspectives about the potential of California wines 

started to change. The state's wine industry continued to grow as California emerged to become 

one of the world's premier wine regions.  

Buyers and Sellers 

 Over the past fifty years there have been several dynamic buyers and sellers in the 

California Wine industry all contributing to the growing success of the industry.  Many 

California wine distributers also import popular international wines and sell the foreign wine in 
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10	  the United States.  Distributers such as Constellations, Korbel and Bros. as well as E&J Gallo 

which is one of the most well-known distributers for both the domestic and international market 

of California wine. The overall value of the exportation of California wine is represented in the 

distribution chart presented below in (Fig 2).     

 

Looking at the chart above we can see that the majority of profit made from exporting California 

Wine is from European Nations and Canada.  Nearly half of U.S. wine exports are shipped to the 

European Union, accounting for $486 million (California Wine Institute). Part of this 

international success is driven by the ability for California wine producers to appeal to the pallet 

of the international market.  Most of the wine which is exported from the U.S. is predominantly 
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11	  red wines such as Cabernet Sauvignon, Shiraz, Merlot and Zinfandel which is only grown in 

California.  U.S. wine exports, 90 percent from California, passed the $1 billion milestone for the 

first time with $1,008,259,000 in winery export revenues in 2008, up 6 percent from the previous 

year, according to the Wine Institute in San Francisco (California Wine Institute). The 

international market for California wine even reaches the edges of East Asia with markets 

established in Japan and Korea. Japan Trade Director Ken-ichi Hori stated that California 

wineries have been shipping sizeable branded volume as bulk wine for packaging and bottling 

in Japan to economize on transportation costs and reduce the import duty on wine. This 

innovative business technique of packaging and bottling the wine in the country you are shipping 

to is just one of the much ingenuity that contributes to the success California’s international wine 

market. California’s international wine market has changed significantly over the past 20 years 

with implementation innovative business techniques and reaching out to countries that have been 

somewhat left out of the market. Though there is a lot of focus on the international market of 

California wine it is important to address the domestic issues as well. Issues like how we can 

apply the success of the California wine industry to other sectors of agriculture.   

Applying the Techniques 

 It is no surprise that grapes are not the only abundant agriculture being grown in 

California and that the weather in California allows farmers to plant a wide range of agriculture. 

But, how can we translate the success that is generated in the California wine industry to other 

aspects of agriculture. First, we must break down the California wine industry to understand the 

individual components that contribute to the success of the industry. We know that the 

geography and climate in California is perfect for growing a wide range of grapes used to make 

wine as well as other forms of agriculture. Attention to detail is a common thread seen 
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12	  throughout the history of California’s Wine Industry. This attention to detail is what makes 

California wine delicious and so marketable. Every aspect of the production and manufacturing 

process is examined to see if there is improvement to be made.  If other forms of agriculture 

translate this attention to detail they too might improve upon their product even if it is minor. 

Looking at the history of the California Wine Industry there has always been an underlying 

ambition to constantly improve the product and develop a consistency that is not seen in other 

wines. Another niche in the success of the industry is the mechanization during the production 

process as well as manufacturing and shipping. The California Wine Industry has become one of 

the most mechanized forms of agriculture in the last twenty years. This mechanization can be 

seen in the harvesting process as well as labeling bottles and shipping bottles to other nations. 

Some may say that this mechanization is detrimental to the quality of the product which is true 

when looking at certain forms of agriculture. For instance, there are certain grapes that are 

handpicked to preserve their integrity as well as flavor. Though mechanization is an important 

aspect to the success of the California Wine Industry it might be detrimental to certain forms of 

agriculture like strawberries and other berries. Another aspect of the success of California’s 

Wine Industry is the effort of appealing to the pallet of the consumer. Appealing to the 

consumers’ needs is crucial when producing any product. California has perfected this by 

developing a wide range of wines which exhibit incredible variation. But within this variation 

there is consistency which is a testament to the effort of the producers wanting to please their 

customers. Variation is seen in other forms of agriculture such as apples which has several 

different types to please all pallets. This variation allows agricultural producers to appeal to a 

broader and winder array of consumers. Finally, the California Wine Industry has a large well 

developed international market which provides a large amount of the overall profit for the 
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13	  industry. The market for other forms of agriculture in California is mainly domestic with a small 

amount of profit being made from international sales. This ability to tap into the global market is 

what separates the success of grapes from other forms of agriculture in California. If we apply 

these innovative techniques and procedures that we find in the wine industry to other agricultural 

industries maybe we can improve upon an already successful sector of California’s economy. 

Hopefully, we can eventually translate this success that we see in the California Wine Industry to 

other forms of agriculture in California. 

Conclusion 

 California Wine is one of the most dynamic industries in the world.  This paper has 

examined the individual components that contribute to the overall success of the California Wine 

Industry. The industry has changed significantly over the past twenty years transitioning into a 

highly mechanized production process with a global market worth over a billion dollars. The 

history of California wine began with the mission system that formed in the 19th century which 

used wine as a sacrament for religious ceremonies. Eventually the Gold Rush hit and the market 

for wine presented itself. At this point producers were not concerned with quality as much as 

they were with quantity.  Prohibition was devastating to the California wine market and it took 

several years for the industry to recover, but improvements were inevitable. Eventually, growers 

and producers began to concentrate their efforts toward making a more refined quality wine. 

Different techniques were introduced such as new aging processes as well as better fermentation 

processes. People such as Robert Modavi and André Tchelistcheff saw this room for 

improvement and became some of the first producers of quality California wine. Eventually 

California wine began to get international attention after winning a wine tasting competition in 

Paris. This notoriety allowed California wine to establish a successful global market which has 
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14	  grown significantly over the past fifteen years. But, what are the future implications for 

California Wine and how can we translate the success we have seen in the industry to other 

agricultural industries in California?  Mechanization is a very important aspect to the success of 

the industry but this cannot be translated to all forms of agriculture. Most of the overall profit 

that the California Wine Industry generates is from the exportation of wine to other nations, 

world-wide. This established international market makes the wine industry unique and different 

from many agricultural industries in California. Marketing a product is important to the success 

of any industry and this is exemplified by the California Wine Industry. Looking at current 

trends, it is easy to see that the success of the California Wine Industry is expected to be long-

lived. This industry has an established market, a modernized business network and most 

importantly, a quality product. The future for this industry is limitless in the sense that there is 

always room for change and growth which allows the industry to manifest itself in a way that 

appeals to the consumers. Mechanization, legislation, and societal views all contribute to the 

overall success of an age-old industry that has modernized over the past twenty years to meet 

today’s demands.  
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