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Is Wine Facing a Tectonic Shift in Supply 

Chain Assumptions? 

Summary 

 Since the middle of 2021, at least five aspects of the global wine supply chain (agricultural 

production, freight, labor, geopolitics, and energy) started to face significant disruption all at 

once, causing wineries around the world headaches. The common assumption was that 

disruptions were transitory, and responses were mainly tactical in nature. 

 In our view, there are increasing signs that some of these changes are structural and could 

get much worse. The global wine industry has come to rely on inexpensive freight, low trade 

barriers, and cheap energy – all of which are being called into question. 

 Pricing actions have been wineries’ first and most obvious line of defense to try to maintain 

margins. But as consumers face rising cost pressures for numerous basic staples, (even as 

input costs continue to rise), other more structural/strategic responses may be worth 

considering. These could include complete rethinking of packaging; shifting more of the 

supply chain operations closer to the end consumer where possible to improve efficiency; 

and diversifying (of markets and/or sourcing) to help mitigate geopolitical risks. 

 

Global Wine Supply Chains: 
Where Do We Go From Here? 

For the past year, supply chains for the wine industry – as 

for every other industry in the global market – have been 

turned on their heads. The wine industry is normally fairly 

well prepared to deal with volatility, but the current crisis is 

a confluence of at least five components of the supply 

chain getting hammered all at once. The situation has been 

a study in Murphy’s Law: absolutely everything that could 

go wrong, has.  

Some of these disruptions have been driven by short-term 

cyclical factors and may see improvements in the near to 

medium term. Unfortunately, others are starting to appear 

to be more structural in nature. The global wine industry in 

its current state has evolved in a context of cheap freight, 

cheap energy, and declining trade barriers. Unless the 

conflict in Ukraine is resolved sooner than expected, these 

assumptions may be far less certain than we had previously 

assumed. This begs some important questions: 

 What if international trade entails more structural risk 

moving forward?  

 What if fossil fuel costs remain stubbornly high for years 

to come?  

 What if consolidation in the shipping industry and rising 

energy prices keep freight rates high even after the 

recent hiccups have been ironed out?  

 What if the rising cost of basic food staples and utilities 

start to alter consumer demand for wine in meaningful 

ways?  

Hopefully we can avoid worst-case scenarios, and when we 

look back at this in hindsight it was all unnecessary doom 

and gloom, but given the current circumstances, these are 

questions the industry should be preparing to answer. 

A Perfect Storm of Five Factors 

In our view, the main challenges facing the wine industry 

can be broken down into five key factors:  

Freight: Shipping rates for containers experienced 

exponential increases in 2021 – particularly in the second 

half of the year (see Figure 1). This was driven by multiple 

factors (disruptions to shipping routes, industry 

consolidation, rapid demand growth, etc.) as explained in 

detail in Rabobank’s September 2021 report ‘In Deep Ship’. 

Many suppliers saw the cost of shipping their product to 

key markets increase 200% or more. Chilean wines – which 

typically sell for <USD 30/case – saw the cost of freight to 

the US market increase by USD 6.25/case (from ~USD 

3.75/case to ~USD 10/case).  
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In some cases, the challenge was the lack of shipping 

availability more than just the price. In its Q3 2021 earnings 

call, Viña Concha y Toro reported that they had a backlog 

of 1 million additional cases of wine that they would have 

shipped, had freight been available. The shortage of freight 

shipping and the spike in rates appear to have peaked 

around October of 2021, and while rates have eased since, 

they remain stubbornly high. 

This rise in freight costs and sporadic shipping availability, 

have led to a dramatic increase in the cost of importing 

wine in some markets. In the US – the largest wine market – 

there has not been a shortage of wine per se, but there 

have been many instances where specific brands have been 

out of stock. One wine retailer with a national footprint 

recently remarked that their brand offering resembled 

‘Swiss cheese’ – in that various brands were unavailable 

from one regional market to another. 

Fuel: Rising fuel costs have presented another critical 

headache for wine companies across nearly all markets. 

Brent Crude oil prices have risen 70% since March 2021. 

Natural gas prices in Europe have seen even more striking 

increases, rising 550% over the same period, with 

temporary spikes going even higher. 

These rising fuel costs are hitting producers around the 

world, and are felt all along the supply chain – from 

fertilizer costs, operating costs (e.g. tractor operations), 

transportation, and packaging. The vast majority of wine is 

sold in glass bottles, and glass production is an energy-

intensive operation (by some estimates, fuel costs represent 

roughly 10% to 20% of glass production costs in the US, and 

closer to 30% to 40% in Europe)). Moreover, packaging costs 

– of which glass is the largest component – can account for 

12% to 35% of a winery’s cost of goods sold (COGS). 

The cost of glass bottles in the US has risen by as much as 

20%, according to some brand owners, although most 

operators have seen much more modest price increases. 

However, we would not be surprised to see some glass 

suppliers implement additional price increases as the year 

progresses. Nor would we be surprised if the extent to 

which their input costs are increasing turns out to be 

structural rather than transitory. 

Labor: Rising labor costs have been a challenge for parts of 

the wine industry, though it is perhaps a bigger challenge 

in some regions than others. 

In California, labor costs make up ~25% to 45% of costs of 

wine production, and minimum wage rates have risen more 

than 40% over the past five years (see Figure 2).  

Of course, the impact of rising labor costs is not just felt in 

the vineyard, but also in wine production, transportation 

and sales.  

Geopolitics: The wine industry has also felt the direct 

impact of numerous geopolitical developments in recent 

years. The US applying additional tariffs on French wine as 

part of the Airbus dispute; the Chinese applying massive 

tariffs on Australian wine imports in retaliation for Australia 

calling for an investigation into the origins of Covid-19; or 

the loss of export market opportunities in Eastern Europe as 

a result of the Russia-Ukraine war are all examples of the 

way geopolitics have directly caused volatility in the global 

wine industry.  

Of course, geopolitical tensions create disruptions in more 

indirect ways as well. Russia is an important global supplier 

of aluminum, and Ukraine is home to at least one major 

supplier of aluminum closure materials. The recent crisis in 

the region has left some wineries scrambling to find new 

closure suppliers. 

Ag Production: Another important component in the 

stress that wineries in many (though not all) regions are 

feeling, is that these disruptions are coming at a time when 

inventories are relatively tight. In Europe, frosts and hail 

caused significant damage to wine grape production in 

2021, resulting in one of the lightest harvests in decades.  

Figure 1: Baltic Dry Index, 2020-2022  Figure 2: Minimum wage in California for companies with 25 

or less employees, 2017-2023f 

 

 

 
Source:  Trading Economics, Rabobank 2021  Source:  California Department of Industrial Relations 2022 
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In the US – the largest wine producer outside of Europe – 

the 2021 wine grape crop was below average, although 

better than the horrendous crop from 2020 (which was 

impacted by both low yields and smoke damage from 

wildfires on the North Coast). As a result, inventories are 

relatively tight, which is keeping upward pressure on bulk 

wine pricing in most regions. 

The ongoing drought in California has been a major factor 

in the low yields in recent years. While droughts tend to be 

a cyclical issue in the region, there are also clearly some 

structural elements, and water is becoming more scarce. 

Impact is Uneven 

So far, we have looked at the impact of wine supply chain 

disruptions on the industry ‘on average’. However, as an old 

statistics professor once warned, “Be careful with averages – 

a man with his feet in the freezer and his head in the oven 

is, ‘on average’, very comfortable.” This is often the case 

with the wine industry, where the impact of a variety of 

disruptions is felt very differently by wineries in different 

regions or price segments. For example: 

Big versus Small: Wineries across most regions will feel 

these supply chain disruptions differently depending on 

their scale. Wineries with greater scale will have more 

negotiating leverage in talks with suppliers and service 

providers than smaller wineries.  

Export versus Domestic: The impact of recent disruptions 

is also felt unevenly by those that are export-focused versus 

wineries focused on the domestic market, given the rising 

shipping costs and sporadic availability of freight.  

However, it is also important to note, that even for export-

oriented wineries, there are variations, as not all shipping 

routes have experienced the same freight cost increases. 

Shipping rates from the US east coast to the EU have risen 

by ~USD 300/container since Q1 2021, while rates for the 

reverse route (EU to US east coast) have risen by over 

USD 5,000/container. 

Regional-specific issues: The various supply chain 

disruptions are impacting each region differently, with 

some factors being felt to a much greater extent in one 

region versus another. 

Europe: Wineries in Europe have been hit by several of the 

disruptions noted above to a much larger degree than 

other regions. Wine grape production in the region was 

down 13% versus 2020 (with France -27%), while many 

southern hemisphere producers actually saw production 

increases. 

Perhaps even more painfully, European producers are 

taking the greatest brunt of rising energy costs. While 

natural gas prices in the US have risen 84% YOY, the Russia-

Ukraine war has caused natural gas prices in the European 

market to rise more than 550% over the same period (see 

Figure 3). Rising energy costs affect not only transportation, 

but also the production costs (and thus prices) of glass 

bottles. One European glass supplier recently told us that 

the rising cost of fuel has forced them to pass on a 

surcharge to their clients, which has effectively doubled the 

cost of bottles. 

Figure 3: Natural gas prices in EU and US, 2021 versus 2022 

 
Source: New York Mercantile Exchange 2022 

Australia: For producers in Australia, geopolitical factors 

have had the greatest impact by far. In 2021, exports to 

China, their largest market, fell by 97%, after China imposed 

tariffs of 166% to 218% on imports of Australian wine, when 

Australia sided with the US in calling for an investigation 

into the origins of Covid-19 (thereby offending the Chinese).  

California, North Coast versus Central Valley: Even within a 

market, different regions will be impacted by supply chain 

disruptions to different degrees. Within California, producers 

on the North Coast benefit from structural growth in 

demand due to premiumization, but may feel more 

pressure from supply chain disruptions. They tend to be 

smaller in scale, rely more on glass, and have relatively high 

labor costs (e.g., hand harvesting, testing room sales, etc.). 

Wineries that source from the San Joaquin Valley tend to 

be larger, giving them greater negotiating leverage with 

input suppliers and service suppliers. Also, they often have 

more variety of packaging (e.g. bag-in-box), which makes 

them slightly less reliant on glass, and they tend to use 

more mechanized agricultural practices. 

And even though the wine grape and bulk wine markets for 

both the North Coast (premium wines) and the San Joaquin 

Valley (lower-priced wines) are somewhat tight, it is worth 

noting that they are tight for different reasons. Napa grapes 

have been on a steady upward trend, experiencing a 

temporary dip in 2020 due to quality issues (wildfires). 
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Grape pricing in Fresno has generally been more range 

bound, with upward pressure in the past two years due to 

shifting demand trends during the pandemic (consumers 

shifting to inexpensive, large-format wines) and lighter 

harvests overall (see Figure 4). 

Figure 4: Price per ton of cabernet sauvignon wine grapes 

from Fresno and Napa counties, 2014-2021 

 
Source: USDA California Crush Reports 2022 

Cyclical Elements 

As wineries grapple with these various disruptions, the 

immediate responses have been more tactical than 

strategic. This makes sense because it has not always been 

clear which challenges were short-term cyclical issues, and 

which changes were likely more structural in nature. 

The impact of swings in agricultural production is by its 

very nature more cyclical, though it is also clear that 

climate change may be playing an increasingly important 

role in these swings. The increased production volatility 

may become more normalized, or the industry may need 

to plan for lower yields. The drought in California may have 

cyclical elements, but the policy response to increased 

drought frequency (i.e. the Sustainable Groundwater 

Management Act) is a structural change that could lead to 

water use restrictions even when there’s adequate rainfall 

in a given year.  

Similarly, the recent exponential rise in freight costs was the 

result of a range of one-off factors, many of which should 

become resolved over time. However, as our colleagues 

have argued in the report ‘In Deep Ship’, there have also 

been some underlying structural changes in the shipping 

industry, and as a result, freight rates are not expected to 

return to their former lows even once current backlogs are 

resolved. 

Structural Changes Are the Real Concern  

Some of the recent disruptions may see some relief over 

the course of the coming year, but we would argue that at 

least two of the five factors we have flagged are more 

structural in nature.  

Energy prices have surged recently, with daily spikes 

hitting highs that can cause nosebleeds. While our 

economists are looking past the daily volatility, the outlook 

through the end of 2023 suggests that we should expect 

structurally high energy rates (refer to our report ‘How We 

Would Pay for the War?’), barring some resolution to the 

Russia-Ukraine crisis. As such, wineries should be planning 

for structurally higher costs for agricultural production, 

transportation and packaging (i.e. glass bottles). 

Geopolitical factors, such as the Chinese tariffs on Australian 

wine or the Russia-Ukraine war, may appear on the surface 

to be one-off events, but as we flagged during the Unified 

Wine & Grape Symposium in January of 2021, these should 

be viewed as part of a larger battle for hegemony between 

the US and China (with Russia as a key partner).  

The basis for this argument (as well as the implications) is 

laid out by Rabobank economist Michael Every in his 2020 

report, ‘The World in 2030’. In this view, China and Russia’s 

growing challenge to the US as the sole global super power 

could well undermine the liberal world order that has 

allowed for globalized trade. The recent ongoing conflict in 

Ukraine is currently making it hard for anyone aligned with 

the US and the EU to trade with Russia. However, if China 

decides to defy the sanctions and do business with Russia, 

trade with China could become more complicated for US 

and EU aligned countries, and this would have much 

broader ramifications. Countries would be under increasing 

pressure to align with one set of trading partners or the 

other (the Australian wine experience is a prime example). 

Companies that are heavily reliant on one trading bloc to 

another, for either imports or exports, (e.g., EU wine exports 

to China) will face increasing risk and volatility. This is a 

contingency that the industry must be prepared to face. 

Solutions 

Given the various challenges faced by supply chains, the 

obvious question is: What is the solution? Unfortunately, 

there is probably not one single answer. Now is the time for 

wineries – and perhaps the industry as a whole – to reassess 

supply chains with a fresh, creative perspective. Old 

assumptions that have formed the basis of the current 

operating model (free trade, cheap fuel, cheap freight, etc.) 

should be questioned, and consideration should be given 

to how to thrive in a context where the rules of the game 

are different. 
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Among the options to be explored, we would include the 

following: 

Pricing: In the context of rising costs, the first and most 

obvious response will be to raise prices. Going into 2022, it 

has become commonplace in some markets to see wineries 

pass on price increases to retailers, in an attempt to 

maintain margins. So far, the consumer appears to be 

accepting these price increases with little resistance. 

However, we believe that wineries may face additional cost 

increases as the impact of higher energy costs tickles down 

the value chain. Also consumers will likely face additional 

pressure as the rising cost of basic necessities further 

erodes spending power. Rabobank baseline forecasts 

suggest that the price of wheat will rise by 50% in 2022 

(and could potentially double) due to the war in Ukraine. 

This could, lead to significant inflation in basics such as 

bread, which would limit the income available to spend on 

lower-priority goods, such as alcohol. This issue of pricing 

(and consumer response) will become increasingly complex, 

and merits a separate analysis. Suffice to say here that while 

pricing actions will be necessary, wineries may also need to 

consider additional measures to help maintain margins and 

mitigate risks moving forward. 

Re-think Packaging: From a greenhouse gas 

(GHG)/sustainability perspective, thick, one-way 750 ml 

bottles have always been problematic. The vast majority of 

the wine industry’s scope 3 emissions (i.e. indirect emissions 

that occur in their value chain) come from the production 

(and transportation) of wine bottles. With energy costs 

doubling in markets like the US, and sextupling in the EU, 

one-way wine bottles are set to become more problematic 

from a cost perspective as well. Glass producers have 

already been exploring production systems that are more 

efficient and less reliant on fossil fuels. This could be part of 

the solution, but wineries may also need to give other 

alternatives serious consideration. For lower-priced brands, 

a shift to bag-in-box or tetra pak may soon become more 

compelling. 

For high-end wineries (i.e. on the North Coast of California), 

alternative packaging materials may be a non-starter at the 

moment, but working toward a system of reusable bottles 

may be in order. Reusable bottles have historically been a 

more common practice in beer than in wine, but as an 

indicator, AB InBev has suggested that the carbon footprint 

(i.e. energy use) for one-way bottles is more than five times 

higher than for reusable bottles. One Rabobank client in 

California has promoted the idea of moving to more 

standardized bottles (optional, of course, and perhaps with 

variations per region), making it more viable to set up 

collection and reuse systems across multiple wineries. We 

think ideas like this have merit and are worth exploring, as 

it would help reduce costs as well as GHG emissions. It is 

not a solution for the short term, but this is a long-term 

problem. Establishing any system of reusable bottles would 

obviously require a reset of logistics around collection and 

bottling, and this brings us to the next point.  

Regionalization of supply chains: Around the world, 

industries are actively rethinking supply chains, and one of 

the recurring themes we are seeing is the regionalization of 

supply chains. A prime example of this, that we often refer 

to, is the shift that AB InBev made to brew Stella Artois in 

the US, rather than in Belgium (for beer to be sold in the US 

market). Rising energy costs, rising geopolitical risks, and 

growing pressure to reduce GHG are pushing companies to 

explore opportunities to move more of the supply chain 

closer to the end consumer. We have seen these moves 

being made in the wine industry as well (e.g. E. & J. Gallo 

establishing a production and distribution center in South 

Carolina, or Vintage Wine Estates’ recent move to acquire a 

beverage production facility in Ohio). We think other 

wineries (or coalitions of wineries?) may also find value in 

exploring these types of investments. If nothing else, we 

would expect to see a rise in exports in bulk rather than in 

bottles. And we would not be surprised if some regions 

seek to relax rules that require wines to be bottled in 

appellation. 

Diversification: The recent experience of Australian wine in 

China highlights the potential downside of having exports 

concentrated in one market – particularly when the two 

countries’ geopolitical ambitions are not well aligned. In the 

previous section, which looked at which of the supply chain 

factors would likely be structural, we outlined our view that 

global trade between blocs of countries allied with the 

US/EU may become increasingly decoupled from trade with 

countries allied with China and Russia. Wineries that rely on 

trading between the two blocs should consider risk 

mitigation strategies to either diversify export markets, or 

diversify their supply base. Although we recognize that this 

is not nearly as simple as it sounds. 
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