First skirmish to self-distribute wine fought in the Fincastle Library
By CATHY BENSON 

“If something isn't done quickly I will be out of business in another year,” Jim Holaday told a panel of legislators and a room full of vineyard owners, distributors and local officials last Thursday in the Fincastle Library.
Holaday owns Blue Ridge Vineyard in Eagle Rock and he was addressing an issue that has small vineyard and winery owners clamoring for legislative help they believe is necessary so they can maintain their investments and stay in business. His words were echoed by others who have spent countless hours joining Virginia's much-touted wine industry.
Holaday, like every other small producer, is strangling without the right to self-distribute the wine he produces. Since July 1, Virginia wine makers can no longer sell their wines to neighborhood stores, the Virginia ABC stores or larger retailers. He must use a beer and wine distributor unless he is selling his wine at his own winery.
At what was perhaps the first time in Virginia, over 60 small grape growers and producers had the opportunity to face members of the General Assembly and present their case for new legislation that will allow them to self-distribute. The meeting was organized by Botetourt Board of Supervisors member Don Meredith who has two small vineyards and wineries in the Fincastle District he represents.
Also on hand to hear the growers' concerns were a few beer and wine distributors.
The problem for the small vineyard owners arose when the General Assembly stalled legislation that would have allowed those owners to distribute their own wine after the United States Supreme Court struck down the state's protective laws for in-state wineries.
The laws were to protect state wineries from out-of-state competition, and the Supreme Court declared the laws unconstitutional. Small producers represent about 80 percent of Virginia's wine industry.
In 1980, Virginia passed a law to allow self-distribution of wine in the then fledgling wine industry. According to the Virginia Wineries Association, almost all of the wineries in the state, approximately 90 percent, had self-distributed their own wines.
Without legislation to address the Supreme Court ruling, all wineries in Virginia must now use a distributor.
But many small winery owners say they cannot afford a distributor to sell and market their product.
“I had a shop in every small town carrying my wine-now what do I do?” asked winery owner Danny Johnson of Bedford during last week's meeting.
This was not your normal Botetourt public meeting.
State Sen. Brandon Bell, who represents Botetourt, and Del. Lacey Putney, whose 19th District covers most of Botetourt and Bedford Counties, were joined by Del. Chris Saxman of Staunton. Bill Mims, second in command at the Virginia Attorney General's office, and attorney Lenden Eakin of Roanoke. Also at the meeting were Buchanan District Board of Supervisors member Terry Austin and Botetourt County Administrator Jerry Burgess.
Bedford County Tourism Director Nancy Drake was also in attendance as were beer and wine distributors from Roanoke and Staunton, including Jim Archer from Blue Ridge Beverage Company, and beer and wine distributors' lobbist Charles R. “Chuck” DuVall of the Lindl Corporation came from Richmond.
Meredith had offered to organize the meeting after he and Bell met with David and Marie Gibbs at Virginia Mountain Winery in Fincastle earlier in the summer.
The gallery included concerned citizens and wine producers from Bedford and the Roanoke Valley, retailers from the Wine Gourmet, Daleville.
Thus the stage was set for two-plus hours of public discourse that occasionally strayed into finger pointing. The meeting centered on whether and how to create a new wine law to assist the Commonwealth's small producers as well as be fair to large producers and the distributors.
The issue may decide the future of the wine industry in the state where millions of state dollars and private monies have been poured into wine industry research, production and farm-related costs over two-and-a-half decades.
Burgess talked about how the vineyard owners are practicing good stewardship of farm lands. He pointed out that Botetourt County vintners are certainly upholding the standards the state has asked for over the years in keeping farmland in use.
Bedford Winery owner Danny Johnson spoke of the tourism dollars that are generated by their well-organized efforts in Bedford. “Those dollars are pure dollars-no services have to be provided for the tourist who comes for a visit,” said Johnson,
Ironically, Del. Saxman, who introduced the legislation to craft a new self-distribution law in the 2006 General Assembly, comes from a family who owned a distributorship in the Staunton area. He told those at the meeting that the distributors and the “three-tiered” system used to distribute beer and wine in Virginia must be protected.
That system dates to post-Prohibition era and requires beer and wine producers to use a distributor (wholesalers) to sell to retail outlets where the public can buy the products.
Many grumbled after the meeting that it seems “a fox inhabits the hen house” because some of the small growers believe the three-tiered system is long outdated.
Lenden Eakin of Roanoke, whose wife Kimberly is co-owner of the Wine Gourmet in Daleville and his in-laws own Blue Ridge Vineyard in Eagle Rock, questioned Saxman closely.
The crux of the problem seems to be distributors and small wine producers are miles apart on what should be done.
Eakin said the three-tier system is antiquated. Distributors traditionally add about 30 percent to the retail price, which increases the price of wine; and the small growers claim the distributors want to market larger quantities of wine than they produce.
The small growers say those are features few small producers need or can afford.
Jim Archer of Blue Ridge Beverage indicated distributors want the status quo. Archer pointed out he had not heard from any of the small producers about wine distribution and he downplayed a Wall Street Journal article about the downward trend of distributorship and three-tiered systems nationwide. The article said “big box” stores like Costco and Sam's Clubs will be the end of the old system, and direct shipping will eliminate the middleman. “Do not count out the distributors,” he said.
Many of the wineries represented produce less than 1,000 cases of wine per year, some far less like Gibbs who may produce 400 cases of wine.
Those numbers make distribution hard and expensive to keep product competitive, the small growers claim, and Gibbs said, “The issue should be solved on the economy of scale.”
The small producers say self-distribution allows them to compete and market their wines at small outlets on a local or regional level.
Mims said Virginia uses the three-tiered system, so it is within those perameters that laws must be crafted.
As of July 1, a $185 wholesaler license is available for small wholesalers. But, according to the three-tiered system, you can only be a producer, distributor or retailer. “If you produce, you cannot wholesale,” said Mims.
Other advice on establishing distribution co-ops presented similar problems. Most of the small wineries cannot participate in a co-op because many are husband-and-wife teams with no employees, and state law requires a co-op member to own no more than 10 percent of a winery.
Mims had little to offer the small producer. He said he could not speak to the economics of the problem, but he offered up advice on ABC laws.
Russ Amrhein of Roanoke County and Amhrien Vineyard called it “a Catch 22” for him. His produced 10,000 cases of wine this year.
He said last month his Richmond distributor sold only a case and half of wine for him and in the end it cost him $42,000. “Multiply that by 12 (months) and see where that gets me-maybe into bankruptcy,” he said.
Amhrein said that because of his size-10,000 cases per year-he couldn't afford to do without a distributor. “When you have that much wine you have to be able to market it and get where it needs to go all over the state.”
Amhrein says the Wine America lobby wants self-distribution laws based on case limits not gallon limits. It recommends self-distribution with a 45 cases per week limit.
Duvall, the distributors' lobbyist, offered advice to the gathering of small vintners.
At the end of the meeting he told Lenden Eakin, who repeated the discussion to a Herald reporter, “The distributors' lobby will never support any type of gallon limits for self-distribution.”
Both Maryland and Texas passed gallon limits for self-distribution to help protect the small producer and their laws have been the main thrust to develop legislation in Virginia.
That concurs with remarks made by Ann Heidig, president of the Virginia Wineries Association and owner of Lake Anna Winery, about a winter meeting with Sen. Bell and the distributors' lobby prior to Saxman's bill being tabled in committee.
“There has to be a process to figure out something that will protect the small farmer,” said John Hancock of Eagle Rock.
Others said there should be a simple answer because the system worked fine before the state law was struck down.
Del. Putney told the group that the solution is not as simple as it seems and good legislation should be the outcome. “Two things you don't want to watch being made are sausage and the law,” he said.
Bell said new legislation “has to be a win-win for both.”
Meredith suggested the small growers grow their own ranks across the state to lobby for legislation that will allow them to self-distribute and in many instances save their vineyards and wineries.
He also said he was “deeply concerned about the county's agribusiness efforts.”
Perhaps David Gibbs of Virginia Mountain Vineyard had the best example of what seems the schizophrenic nature of the ABC laws in the state. Gibbs referred to a recently published article about a licensed moonshiner who is able to self-distribute his liquor: “If an ABC licensed moonshiner can sell corn liquor as a self-distributor in the state of Virginia and also sell it on his farm in his shop, certainly a winery could be allotted the same consideration.”
