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I N T R O D U C T I O N  

 

This is now the 5th year that Wine Business Solutions (WBS) has published this report. We consolidate 

Direct to Customer (DtC) data primarily so that Australian, New Zealand and South African wine 

businesses can benchmark how they are performing against each other and their US counterparts.  During 

this time it is clear, that DtC has shifted in the minds of wine business owners, from being a new and 

exciting path to market to being a central plank of business strategy. Indeed, it is fair to say that the ‘Chief 

Marketing Technologist’ in your company now has the most important role in the business. It has changed 

the focus of our consulting work too, with many of the most successful businesses in each of the three 

countries engaging us to help them perfect DtC execution at cellar door and on into the market.  

 

Why is growing your Direct to Customer business so important?  

 

1. Our 2017 results again confirm that for companies producing less than 50,000 cases, half of revenue 

now comes from DtC.  

2. Profits from DtC sales can be 8-10 times those from export sales through three tiers of distribution. 

3. Even direct sales within export markets yield 2-3 times the profits compared to working with 

traditional distributors. There are now Australian government incentives to support this activity. 

4. Most brands are best built concentrically. That is to say, often, the people who know you best and 

who are most likely to promote your brand live closest to where your cellar door and other key 

brand assets are located. 

5. You have more control over communication, your offer, brand image, pricing, fulfilment etc.  

6. You are never in a better position to add value than when you are telling the story yourself. 

7. You have ownership / measurement of those customer relationships and associated sales. 

 

The market is also changing at the customer level. Where once the route to market for wine could be seen 

as a linear progression, customers (be they trade, corporate or regular consumers) are now placing 

themselves at the centre of the supply chain. A major shift towards restaurants sourcing outside of the 

traditional national distributor model is now underway, EBev being a prime example. The trade buyer and 

their consumer customers are now driving what’s on wine lists rather than a small number of suppliers.  

 

Sourcing from local wineries is part of that trend. Restaurants recognise that if their customers have had 

good cellar door experiences then they will want to carry on drinking those wines. The best of our clients 

are setting themselves up to facilitate instant, direct connection with all parts of the supply chain. We can 

advise on the various software and systems that will facilitate this. (Note - We provide advice only. We take or 

receive commission from no one). What this study aims to do is determine the level of success wineries are 

having in pursuing “the direct route”, what the benchmarks are and to identify growth opportunities.  
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Figure 1 – The Transformation Taking Place in the Wine Industry Supply Chain 

 
 

About the Sample 

 

Altogether, exactly 100 wine businesses took the ‘Taking the Direct Route 2017’ survey. Underlining that 

this is a numbers game, this was exactly the same number of responses as for the last two years. We had a 

much better response from South Africa this year, a product of spending more time there with clients. 

New Zealand’s participation was also better this year but it is only, really, Central Otago producers that 

are properly focused on and fully benefiting from this channel.  

 

51 companies from 30 regions finished the entire survey. Collectively, they were responsible for around 

$165 Million in wine sales, enabling us to get a good sense of where wineries are currently at, financially. 

Note that again no 500,000 case plus company chose to participate this year, reflecting, in part, the great 

difficultly larger companies find in trying to successfully implement DtC. 

 

Even with a sample this size, we can be 95% confident that the mean of the survey answers are within +/-

15% of that for all wineries, for questions answered by all participants. What it also does, reliably, is give us 

a very good idea of the range of outcomes wineries are experiencing and can expect.  

 

Figure 2 – Composition by 9 Litre Case-Production of Wineries Participating in the 2017 Survey 

 

Case Production Aus NZ SA Total

<1000 1 1 2

1000-4999 10 2 12

5000-49,999 19 3 3 25

50,000-499,999 6 1 5 12

Total 36 5 10 51
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G E N E R A L  P E R F O R M A N C E  O F  P A R T I C I P A N T S  

Figure 3 – Total Wine Revenue for Participating Wineries - $A Equivalent  

 

 
(Note that conversion rates of 9.5 Rand and $NZ1.08 to the $A were used) 

 

The performance of wineries during the last 12 months has been good with 6% total sales revenue growth. 

This compares with just 1-5% average during the first 3 years of doing this research. Companies in the        

5-49,999 case range are finding it hardest. In our experience, this is because they are failing to implement 

the sorts of customer experience and sales training initiatives that would take them to the next level.  

 

You can see that the smallest wine businesses (less than 1000 cases) are reporting very strong growth as 

has been the case since we started doing this research. Some of our most exciting consulting is in this space. 

This is a sustainable business model for someone who just wants to generate an income rather than invest 

heavily in assets. 

 

How they continue to build their business from this point is their choice but it is very clear that highly 

personalised direct relationships with a relatively small group of loyal customers, who are prepared to pay 

ultra-premium prices is a most effective way to begin building a brand.  

 

Indeed, apart from New Zealand whose export sales are booming, growth rates generally have had an 

inverse relationship to the scale of businesses participating. Smaller businesses are advantaged in every sense 

including the software they can access and implement so much more easily than larger companies can.  

Country/Size Sum of 2017 Sum of 2016 CHG

Australia

<1000 145,000$           125,000$           16%

1000-4999 5,211,042$        4,522,797$        15%

5000-49,999 42,839,838$      40,775,441$      5%

50,000-499,999 73,445,218$      71,135,962$      3%

Australia Total 121,641,098$   116,559,200$   4%

New Zealand

<1000 27,000$             25,000$             8%

5000-49,999 7,683,472$        7,032,879$        9%

50,000-499,999 13,293,000$      11,732,000$      13%

New Zealand Total 21,003,472$     18,789,879$     12%

South Africa

1000-4999 674,500$           560,500$           20%

5000-49,999 3,676,500$        3,439,000$        7%

50,000-499,999 18,120,108$      16,494,383$      10%

South Africa Total 22,471,108$     20,493,883$     10%

Grand Total 165,115,678$   155,842,962$   6%
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South African businesses again reporting strong growth. They are typically highly evolved when it comes to 

wine tourism. The Business of Wine and Food Tourism Conference has been a watershed. Many of our 

Australian clients have travelled to South Africa to learn about how South African businesses create world 

class customer experiences and manage international direct to customer sales, especially. The best of our 

clients are understanding that the Global Culinary Tourism market is where their opportunity lies rather 

than the local market driven wine sampling exercise which is a totally different, some say tired out, business. 

 

Figure 4 – Average Revenue per 9 Litre Case for Participating Wineries 

 

 

(Note that conversion rates of 9.5 Rand and $NZ1.08 to the $A were used) 

 

Average case sale prices achieved across all business sizes are at a level where good profitability can be 

achieved with sound management.  

 

The one exception is large South African businesses where, even at their greater scale, a sustainable level 

of profitability is hard to come by. Medium-sized South African businesses have made great strides in terms 

of pricing for their international market opportunity rather than for the local market.  

 

Central Otago Pinot Noir lifts the average for New Zealand. Marlborough’s major Sauvignon Blanc 

producers, as always, did not participate and have not looked to develop wine tourism to the same extent.   

 

 

Country/Size Ave Price

Australia

<1000 345.24$   

1000-4999 190.09$   

5000-49,999 174.03$   

50,000-499,999 90.08$     

Australia Total 168.82$  

New Zealand

<1000 166.67$   

5000-49,999 189.64$   

50,000-499,999 153.63$   

New Zealand Total 177.84$  

South Africa

1000-4999 249.51$   

5000-49,999 126.40$   

50,000-499,999 37.59$     

South Africa Total 104.42$  

Grand Total 158.96$  
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G R O W T H  I N  D I R E C T  B U S I N E S S  

 

DtC shipments in the US are worth a staggering $A3.2 Billion. When Americans talk DtC shipments, bear 

in mind that this does not include what cellar door visitors carry out with them which is roughly that same 

value again. DtC ‘shipments’ are only those shipped direct to consumers’ homes.  

 

Total DtC sales are now worth around 12% of total US wine sales value. In the year to August 2017, these 

shipments were up 17% versus the same 12-month period last year, according to Ship Compliant, an 

organisation that captures the majority of US DtC wine shipment data.  

 

South Africa, which much more closely follows the American model, is growing at roughly the same rate 

(18%). Australia’s rate of DtC growth is only half that of the US and South Africa but many wineries, 

including a majority of our clients, are in the process of making significant investment in Cellar Door 

infrastructure so this may only be temporary. New Zealand businesses need better ways to draw and 

manage more visitors. Very few have adequate facilities within which to deliver the type of seated, 

structured experiences at scale that South African and US wineries do. 

   

Figure 5 – Direct to Customer Revenue Growth Rates by Country - 2017 vs 2016 

 

 

According to Ship Compliant, 65% of shipment value is at more than $US40 per bottle. The average price 

of wine shipped is just under $40 per bottle. 26% of sales value is at above $US100 a bottle. Sales of wine 

priced between $100-150 a bottle grew by 25% in value in the last 12 months and at $200 plus per bottle 

sales grew by 33%. Interestingly, sales at $150-200 per bottle, actually, declined. There is a similar ‘hole’ 

between $50-65 where a lot of less confident NZ Pinot Noir producers, for example, feel comfortable. 

 

Taking the hint, there has been a swathe of Australian producers who have launch these ultra-premium 

products during the last 12 months. One client added $1Million to their bottom-line last year alone through 

doubling the price of their ‘Icon’ wine.  

 

I would say be careful as there are, of course, practical limits to how much of this type of product the 

market can absorb. A very small quantity of very high-priced wine will generally, however, fix most struggling 

wine businesses.  

Country 2017 2016 CHG

Australia 35,148,213$    32,681,845$    8%

New Zealand 3,095,039$      3,051,938$      1%

South Africa 4,448,252$      3,758,813$      18%

Grand Total 42,691,505$    39,492,596$    8%
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This year, DtC sales including Cellar Door, Club sales, Web sales, Events and sales through 3rd Party Online 

Retailers was 29% of winery revenue for all participating wineries. As earlier mentioned, for wineries 

producing less than 50,000 cases, DtC constituted 50% of total revenue. The average for US wineries 

participating in the Silicon Valley Bank Survey is now 60%.  

 

Figure 6 – Direct to Customer Revenue as a Proportion Survey Participants Total Revenue - 2017 vs 2016  

  

 

Note - The rather odd number in the 1000-4999 category is a result of one business having sold the largest part of 

its wine business and reporting revenue for the remaining business but DtC revenue for the whole business. 

 

Figure 7 – Average Direct to Customer Revenue Increase by Winery Size 

  

 

Price and the management thereof is the single most important issue for wineries. Therein lies everyone’s 

future prosperity.  In order to provide a more global perspective, we structure our sample questions so as 

to make direct comparison with US data as captured by Ship Compliant and Silicon Valley Bank etc.  

 

As you can see from the chart on the following page – Napa wineries price at a significant premium 

compared to what similar regions of Australia, New Zealand and South Africa do when selling in their 

respective local markets. This would be the case for US wineries even if the currency was not converted.  

Leading Australian wineries, particularly those located in Victoria, are now looking to catch up.  

 

That is why we provide the Ship Compliant report (which gives average prices by regions and varietals) to 

clients looking to enter traditional distribution to support their negotiations with importers. Selling at a 

lower price than US wineries do, is not necessarily creating more value in the eyes of US consumers. Better 

to price at the level that US consumers expect to spend on quality regional wine and use the additional 

funds to support in-market activity, including direct to customer events.   

Size Total Revenue DtC Revenue 2017 2016

<1000 173,300$           173,300$           100% 81%

1000-4999 4,899,542$        3,306,927$        67% 78%

5000-49,999 54,199,810$      23,203,673$      43% 42%

50,000-499,999 86,858,326$      16,007,605$      18% 18%

Grand Total 146,129,678$    42,691,505$      29% 29%

Size 2017 2016 CHG

<1000 173,300$           120,992$           43%

1000-4999 3,306,927$        3,356,620$         -1%

5000-49,999 23,203,673$      21,387,188$       8%

50,000-499,999 16,007,605$      14,627,796$       9%

Grand Total 42,691,505$      39,492,596$       8%
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In fact, far from the complete myth of the ‘price pyramid’ that our clients so often refer us to (being that 

the higher the price, the less you sell), an inverse price curve centred either side of the $US50 price point 

operates in the US wine market, just as is the case for most luxury products.  

 

If Australia, in particular, is ever to recover its position in the US market, producers need to look to be 

selling wines at the $100 plus mark that represent world class quality.  

 

In order to do that successfully, you need to be on the ground talking directly to trade and, more 

importantly, creating loyal consumer customers through creating and participating in relevant major events.  

 

Figure 8 – Average Bottle Price ex Cellar Door – Source, WBS research and Ship Compliant Data 

  
(Note that conversion rates of 10.64 Rand and 0.76UDS to the $A were used) 

 

As is always the case, the above is yet further proof of the way in which people develop pricing models 

based upon what their neighbours are doing rather than what each region’s wine is potentially worth in the 

global market place. McLaren Vale wines have always been sold at a discount to Adelaide Hills wines. Why?  

The Adelaide Hills is clearly pricing at about the average for small wineries globally. Selling that same wine 

for $20 a bottle is tough business. And yes – those prices for wine ex those larger South African producers 

are correct but there are also some Australasian producers using their cellar door as a clearance channel.  
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Figure 9 – Average Wine Purchase and Conversion to Club by Serving Style for US Wineries 

 

 

 

 

 

We don’t gather data on sales by seating arrangement as we don’t believe that there would be enough 

wineries in the three countries we benchmark who would keep this information. It is critical, however as 

the above confirms that seated, formal tastings produce vastly better results (up to 6 times) when it comes 

to sales and club sign up. *Note also the improved results from offering choice. 



 

T A K I N G  T H E  D I R E C T  R O U T E :  2 0 1 7                                P A G E  | 11 

The fact is that the old “belly to the bar / bottles on the bench” tasting demonstration model of selling wine 

is broken, or at the very least, well-structured seated tasting experiences would produce vastly better 

outcomes for them as per Figure 8.  

 

South Africa, also, price competitively for their local market buyers despite booming international tourism 

and strong DtC growth. That either means that they have a massive opportunity in the US or that people 

can recover their airfare quickly through eating and drinking in the Cape.  Is a bottle of Napa Valley 

Cabernet, really, worth 12 times as much as one from Franschhoek?  

 

As your direct customers are amongst the most expensive to acquire, the most loyal to your brand and 

the most enamoured with it, these customers can and must buy the most premium part of your offer.  

 

Figure 10 – Percentage of Participating Region’s Sales made Direct to Customer  

 

 

If price management is the single most vital activity for wine businesses, channel management is, without 

doubt, the second most crucial set of decisions. Whether, as a small wine business, you need to be in any 

other channel than DtC, let alone international markets, is a question many are asking.  
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There are many factors that should drive this decision and we, therefore, get to do a lot of consulting on 

this subject. Principal among these factors used to be regional brand strength. The market is evolving rapidly, 

however, and often now a great story and brilliant wines is enough.  

 

Some wineries are looking at the margins taken by other on-line clearance channels (such as flash and 

auction sites) and choosing instead to promote their run-out lines directly to their database.  

 

This is a major mistake. It has the effect of ‘querring’ your database so that your audience only buy on 

special and start to believe that those wines that you can’t sell are representative of your overall quality. 

You may also be missing the mark. People who love your $35 offer may not even be in the market to buy 

wine at $18. 

 

You can see very clearly from the chart on the preceding page that there are huge differences in the extent 

to which the various regions now rely upon direct business.  

 

You can see that some Australian regions are entirely reliant on direct business. Unless this is supported 

with an international DtC strategy (which is now a central plank of the $A50Million ‘Export and Regional 

Wine Support Package’), the Australian wine brand will surely weaken internationally over time. 

 

Conversely, many South African businesses will need to restructure over the next decade to produce less, 

more highly-priced wines and continue to grow international wine tourism to create a sustainable industry. 

 

 

Creation Wines, SA’s legendary wine and food pairing. 
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D R I V E R S  O F  D I R E C T  B U S I N E S S  G R O W T H  

 

You can see now just how closely direct sales channels across Australia, NZ and South Africa mimic those 

in the US albeit that in the US, they include phone sales with web sales. Phone sales is one area where 

Australasia vastly outperforms the US and, as a part of Database sales in our survey, is a much bigger part 

of the overall picture.   

Figure 11 – Sources of DtC Revenue for Survey Participants  

   

 

Figure 12– Change in Case Sales Volume and Revenue by Region – US Data ex Silicon Valley Bank 
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Figure 13 – Growth in DtC Revenue Sources for Participating Wineries 

   

 

Whether 3rd party online retailers such as Cybercellar and Vinomofo should even be considered as part of 

the winery DtC mix is a question of perspective. They would like to be thought of as your direct to 

customer partner. For wineries, they are more likely to be direct competitors for your highest value / 

lowest effort business (i.e. sales resulting from web search). Mostly, they are a clearance platform and the 

best means through which to deal with excess inventory, if managed very carefully. As excess inventory 

dries up, some are diversifying. Vinomofo and Grays now do outbound telemarketing, something Australian 

businesses such as Cellarmasters have done better than any others on earth.  

 

Whether through 3rd parties or wineries’ own web sites, sales via web search is one of the fastest growing 

areas of DtC for survey participants. This reflects both general growing consumer confidence with using 

online shopping platforms and participants innovating the on-line shopping experience. It’s hard to imagine 

that anyone designing an online shopping platform today could do worse than what was originally supplied 

by the major shopping engines and almost any innovation brings our clients significant improvement in sales. 

 

Club and database sales growth was weaker this year reflecting poor growth is cellar door sales. Cellar 

Door visitor numbers were up by 12% meaning that wineries are getting worse at converting visits into 

sales revenue. Interestingly, those wineries that count visitors report an 8% increase in Cellar Door Sales. 

Those that do not, and there are still plenty of them, reported a 4% drop in Cellar Door sales. That’s about 

a $120,000 revenue difference for the average business in this survey.  

 

When you can sell your wine, build your brand and win new fans, all at a great gross profit margin, the case 

for ‘Events’ becomes compelling. We have pushed this very hard with our client base, particularly those 

with a lesser population base near to their winery. Those that are making the effort are being well rewarded. 

Events sales grew another 14% this year compared with 69% last year. Running them profitably is nuanced.           

It requires ‘value innovation’. It is something that we have a great deal of insight into, given all the work that 

we’ve done in this area with regional and national organisations as well as individual companies. Large scale 

outdoor consumer events have done much to turn East Coast Australian producer’s businesses around in 

their home markets. All need to consider this strategy. 

Source 2017 2016 CHG

Cellar Door 22,276,478$    21,781,055$      2%

Database 13,584,690$    12,531,223$      8%

Web 2,520,847$      1,918,133$        31%

3rd Party 4,378,995$      3,952,764$        11%

Events 2,517,415$      2,204,165$        14%

Total 45,278,425$    42,387,340$      7%
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As to extension to international markets, the big driver behind the ‘Export and Regional Wine Support 

Package’, the very best of our clients; 

 

1. Start by working in inbound markets 

2. Work with tour operators 

3. Create, ‘productise’ and sell an experience 

4. Use online booking platforms 

5. Form full partnerships with restaurants and accommodation providers 

6. Deliver authenticity and excellence at cellar door 

7. Continue to sell direct to customers in their home market 

 

 

 

The key take out is that ‘wine tourism’ and ‘wine tasting’ are two completely different ideas. They are 

different businesses with totally different business operating models.  

 

Those that get this and are implementing are flying ahead. Those that think that they can get there by making 

only 1 or 2 changes to their existing business model will continue to struggle.  

 

Our international experience with clients who have this working could be useful to your business and 

region. 
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C E L L A R  D O O R  B E N C H M A R K S  

 

You would think that if half of your income depended on something, that counting it wouldn’t be a problem 

but evidently, it still is. And it is getting worse. Without these numbers, many of the most important 

measures of success are simply not possible. There is no way to track, for example, club acquisition and 

wine sales conversion rates etc. without this denominator. 

 

It is not difficult. You can simply install a counter on your door and make allowance for staff and supplier 

comings and goings as well as the average multiple entries. Some more open plan venues are, admittedly, 

harder to monitor but this methodology, along with staff’s own records usually can produce a fairly accurate 

picture.  Counting glasses is a more accurate technique used by many US wineries. 

 

Figure 14 – Percentage of Surveyed Wineries Counting Cellar Door Visitors 

 
 

 

Best of all is to charge for tasting. For the first time, there is now research confirming that sales, especially 

for premium tastings, actually improve when charging for them. Not only that, according to the University 

of Central Florida’s SA born Robin Back, when charging for standard tastings, less desirable behaviours also 

decrease. Tasting fees have the dual benefit of providing another revenue stream and ensuring that what is 

offered is valued. This is the year that Australian, NZ and South African wineries finally got the message. 
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Figure 15 – Question – Do you charge for Tasting – ‘Yes’ or ‘No’? 

 

Figure 16 – Average Tasting Fee Charged  

 

(Note that conversion rates of 9.5 Rand and 0.80UDS to the $A were used) 

 

Almost all survey participants only charged when a specific, higher value-adding experience such as a 

premium tasting was offered and then, often on a refundable basis. But the majority are now charging. 
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We often hear people complaining that they do not have the population to make direct to customer work. 

It may surprise many to know that monthly visitor numbers in the Hunter, Yarra and even Mudgee are 

higher than they are in the New York Finger Lakes and the Napa Valley, on an average per winery basis. 

 

There are more than 1 million people a year traveling up and down the Queenstown – Wanaka Road, for 

example and yet local producers often claim that there is no possibility for the direct model to work, given 

lack of population. Usually all that is missing is a reason for people to stop. Wine tasting is rarely enough.  

 

I’ve seen this so often in my travels. Cideries, Craft Breweries and Winery Restaurants that are heaving (if 

not always making money) whilst wine tasting bars stand idle.  

 

The key is to provide potential visitors with an equally desirable experience. Often just a quality members’ 

only space is reason enough. So much more is possible in terms of somewhere where people may wish to 

go sit and relax whilst enjoying / learning about wine. This doesn’t have to involve food but food is a pretty 

good bet given that 94% of wine is consumed with food. Lifestyle television has turbo charged interest but, 

as yet, hasn’t told consumers anything about how best to enjoy wine and food together.   

 

Figure 17 – Average Visitors per Month per Winery – US figures ex Silicon Valley Bank  
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Figure 18 – Average Sale per Visitor - US Numbers ex Silicon Valley Bank (2016) 

 

 

The real issue is, and has always been, sales. This is where the Americans excel. Some Australian regions 

are catching up. No one does the wine, food and hospitality thing better in Australasia than the gentle folk 

of the King Valley.   

 

As always, McLaren Vale and the Barossa languishes near the bottom of the pack, its wineries unwilling to 

change their tasting room model. The Swan and King Valleys show what is possible when you do. 

  

That is why we recommend that clients visit California to see what ‘world’s best practice’ in, actually, selling 

wine looks like. Seeing is believing. 

 

The other factor that is key in Napa Valley wineries achieving the very high average sales per customer, is 

making visits by appointment only. 75% of Napa tastings rooms are by appointment only. The original 

unintended effect has been that by having to book, customers qualify themselves.  

 

According to Silicon Valley Bank, the average sale to a customer received by appointment in the US is 

$US235. Sales to the general public yield, on average, just $US70. The conversion rate to Club is 17% by 

appointment and 4% for the general public. The French have known this for a very long time, of course, 

much to the annoyance of errant antipodeans who drop in on them looking to taste spontaneously... 
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C L U B  B E N C H M A R K S  

 

Clubs and commitment clubs especially (where people sign up to receive a certain amount of wine, a certain 

number of times per year), are the best means through which wineries can secure engaged, loyal customers.  

 

After many wineries reported that they had grown their database by 2-3 times or more between 2013 and 

2014, this year’s results show that growth in Club membership is not keeping up with growth in visitor 

numbers. This is dangerous, in my view. US research conducted by Wine Direct confirms that size of 

database is one of the factors most closely correlated with winery DtC sales success. This is why we have 

partnered with a specialised sales training professionals who can assist in this area.  

  
Figure 19 – Average Size of Databases and Club Membership by Winery Size 

 

 

Figure 20 – Average Club Member Lifetime Value – US Figures ex Silicon Valley Bank (2016 Figures) 

 

Size Ave Size of Database Average Club 2017 Average Club 2016 CHG

<1000 1400 30 4 650%

1000-4999 5382 996 903 10%

5000-49,999 5090 2554 2348 9%

50,000-499,999 13027 6366 5979 6%

Average 7033 3145 2934 7%
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What some Australian and New Zealand wine club operators are doing more successfully than their US 

counterparts, however, is maximise customer lifetime value by minimising attrition rates.  

 

So, what is it that US wineries can learn from their Australasian counterparts? Australasian direct businesses, 

generally, have less than half the attrition rate of US businesses. This effectively more than doubles the 

lifetime value of those customers, halving the comparative cost of their acquisition. 

 

In one extreme example, one Central Otago wine brand is in such demand and their attrition rate is so low 

that each new club member acquired adds over $80,000 to the business over their lifetime (assuming they 

live long enough!) 

 

This is partly cultural, in that ‘best practice’ businesses have been able to imbue their membership with a 

sense of ownership that is much more difficult to achieve in the pressured selling environment that is the 

typical Californian wine tasting room. The best wineries are also world class in terms of how they manage 

the follow up interaction, often successfully fostering genuine friendships with their best customers.   

 

It is important to note, however, that US Club member life expectancy has increased by nearly 50% in the 

last year, to over 3 years. Wineries are tapping into the true meaning of ‘Club’ offering members a range 

of quality experiences (even including day passes to private swimming pools) that can’t be had otherwise. 

 

Secondly, it would be delusional to assume that what Australasian businesses are doing otherwise is OK / 

sufficient to be competitive on an ongoing basis. There is so much more possible. 

 

Figure 21 – Average Club Sales Revenue for Wineries That Do Have Commitment Clubs vs. Do Not Have  

 

Business Size Revenue

1000-4999

NO 470,757$          

YES 238,286$          

1000-4999 Total 367,436$         

5000-49,999

NO 880,917$          

YES 1,159,792$       

5000-49,999 Total 1,026,417$      

50,000-499,999

NO 1,401,733$       

YES 1,733,446$       

50,000-499,999 Total 1,600,761$      

Ave Dt C Revenue 979,441$         
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Is having a commitment club so much better than just email marketing your database? The answer, for as 

long as we have been doing this research had been a firm “yes”. This year, it’s not nearly as clear. Either 

wineries are getting better at EDM marketing or worse at selling the benefits of belonging to their clubs. 

50% of this year’s participants do have commitment clubs. 

 

Figure 22 – No. of Clubs Operated by Participants and Average DtC Revenue 

 

 

Our research has consistently shown that operating three Clubs produced 2-4 times the revenue of simply 

having one. Only larger wineries, amongst our participants, operate (and indeed need to operate) more 

than two clubs. For smaller wineries, in particular, there is a law of diminishing return in relation to having 

too many clubs and offering too much choice. Having 4 Clubs does not produce better results than one. 

 

Indeed, US research shows that best results are achieved by those presenting what they have as an 

‘allocation’ rather than the wineries own ‘selection’ to tempt fickle buyers. It is always important to appear 

to offer choice. Certainly, appearing not to offer choice is a negative (pardon the double negative).               

Switching from “please take my wine” to “you can have some if you’re lucky” really is the secret.  

 

Figure 23 – Average Stay and Average Spend by Wine Club Option – Source, Silicon Valley Bank 

 

No of Clubs Ave Revenue

1 987,795$         

2 1,554,606$      

3 2,208,000$      

4 343,000$         

http://4.bp.blogspot.com/-PPFnYngUDW4/Uz767N82CZI/AAAAAAAAAt0/PjnggWjFEvU/s1600/Average+Months+in+a+Wine+Club+Given+Choice.jpg
http://1.bp.blogspot.com/-oOCtt1prXy4/Uz8EIcHElVI/AAAAAAAAAuE/Ecv8i0fSM0o/s1600/Average+Purchase+in+a+Wine+Club+Given+Choice.jpg
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One of the most asked questions by participants in our workshops and by our clients more broadly is          

– “if we are to run one of these Commitment Clubs, how much and how often should we ship? 

 

The reason that this question remains a question is that there is no answer. It depends on:  

- how long your club has been going, 

- the sort of relationship you have with your customers, 

- who your customers are, how much disposable income they have and what they expect,  

- the strength of your brand, 

- price points you sell at, 

- exclusivity and scarcity, and finally 

- whether you’re selling a clearance line, a regular shipment, a new seasons release, a limited 

allocation, a rare back vintage etc. etc. 

 

When it came to what survey participants are actually doing, it turns out to be more straightforward. 

Almost all participants now ship either 6 packs and 12 bottle cases. The average number of shipments per 

year, both last year and this, was 3 with wineries mainly choosing to either ship 2 or 4 times per year, often 

dependent upon what club level members were in.  

 

There are, as you would expect, outliers. One Australian company ships eight times a year, charging 

customers debit cards. You would need a very special relationship with club members before contemplating 

that.  

 

How much choice as to the composition of the shipment you give customers is a question driven by how 

engaged customers are with making those sorts of decisions. Wineries with ‘Aspirational’ type brands 

should, definitely, not saddle their club members with the burden of too much choice.  

 

Those with more adventurous customers may get a better response. Usually you create value rather than 

destroy it by doing the hard work for the customer and assembling the best offer you can, showing them 

that you understand their preferences. There is a real need, however, to vary the offer over time. Given 

the higher average price of wine sold directly and the associated sophistication of the buyer, providing 

variety, if not choice, is critical. The most important thing for wineries who want to build their direct 

business to be doing therefore, is to build a library of aged stock, produce bottles in different formats for 

celebrations and gift giving, create wines that are for club members only and think carefully about how to 

use new releases to reconnect with your audience.    

 

Perhaps the most important graphic that I have seen in the last 2 years is this chart of US club sign up rates.  
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Figure 24 – Three Year Trend in Club Signup Rates – Source, Silicon Valley Bank 

 

 

 

Many of our clients, I think, believe that they are pushing this as hard as they can. Cleary the US experience 

suggests otherwise.  

 

Where most US businesses are struggling is in retaining customers. It seems the harder that you force 

people into a sale, the more likely they are to back out later. 

 

The trick is to provide a basket of benefits that is so compelling that people will fight to belong. Rockford, 

Brokenwood and others understand this well. They have minimal club attrition as a result. 

 

The other things to understand is that clubs are about belonging and feeling special. Qantas’ 7.5 Million 

Frequent Flyers are proof that (almost) everyone wants that… 
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S O F T W A R E  

 

Figure 25 – Nominated CRM Software/ Systems Used by Wineries and Average DTC Revenue 

  

 

Asking the question “What program do you use for CRM / Database Management? (If none - please state)” 

we can see that a large percentage of people are still not using task dedicated CRM platforms. 

Size/System Ave Revenue Count

<1000

None 15,000$            1

Excel 158,300$          1

<1000 Total 86,650$           2

1000-4999

Capsule 47,500$            1

None 314,294$          4

Vin65 343,000$          1

Excel 465,560$          2

You Grow 728,131$          1

1000-4999 Total 367,436$         9

5000-49,999

Shopify 6,987$              1

Excel 84,500$            1

None 691,845$          8

Mailchimp 970,648$          1

Vin65 1,037,373$       5

Our Own 1,192,725$       1

Ostendo 1,273,547$       1

Quickbooks 1,320,225$       1

Troly 1,395,000$       1

ACT 1,714,469$       1

Ezy 1,885,933$       2

SenPOS 3,149,000$       1

5000-49,999 Total 1,066,691$      24

50,000-499,999

Excel 178,681$          1

None 768,763$          5

Blackboxx 1,443,112$       1

Shopify 1,652,060$       1

Troly 2,208,000$       1

Ezy 2,291,936$       1

F2 4,580,000$       1

50,000-499,999 Total 1,472,510$      11

Grand Total 984,314$         46
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In the US, Vin65 provides the web site backend to over 1000 wineries and is easily winning the race in 

Australia, New Zealand and South Africa (where it has just launched) as far as the wine specific CRM 

systems are concerned.  

 

Yet again, and perhaps even more clearly than previously, there is no evidence that any of the wine industry 

specific cloud based platforms - Vin65 and Blackboxx (Canada) or Subscribibility / Troly (Sydney) – do any 

better job of managing CRM than generic products, if direct to customer sales revenue is the benchmark.   

  

Rather, the opposite seems to be the case. The oldest, clunkiest non-cloud based platforms such as 

YouGrow and EzyWine are the ones producing the best results for their users. Even more remarkable is 

that some of the best results are being achieved by people using nothing more than an Excel spreadsheet.  

 

Now it is very important not to learn the wrong lesson here, I feel. What this reflects in not the quality of 

the product or how fit for purpose and easy to use it is but how long people have been working with these 

CRM applications and how good they are at driving them.  

 

What are businesses of the various sizes using for CRM software? 

 

< 1000 Case Businesses 

 

The reason why these small businesses are able to grow so fast is that by hooking up cloud-based email 

marketing applications like Campaign Monitor / Mail Chimp to their web site backend and / or Xero and 

then adding on CRM software like Hub Spot and brilliant POS software like Vend, a tiny business can create 

the equivalent of a listed company’s enterprise system.  

 

Unlike large companies, there is no one standing in their way when they go to implement and they can, 

therefore, move a lot faster. There has been much written about this revolution and, of course, people are 

sceptical, asking when will a winemaker ever get time to get on top that type of technology?  

 

It’s that all of these things are so much easier to use than what went before that wins the war. 

 

1000-4999 Case Businesses 

 

YouGrow remains popular with small to medium sized businesses.  

http://www.yougrow.com.au/
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YouGrow gets MYOB to talk to Outlook. This was a huge advance 7-8 years ago enabling small businesses 

to produced tailored emails based upon transactional data. The results are still better than a lot of larger 

wineries manage, using much more capable software.  

 

The problem with YouGrow, historically, is that it didn’t provide users with analytics (i.e. you only see what 

customers buy rather than what they are thinking about buying).  

 

At the same time MYOB, despite now having a cloud based version, is generally regarded as an inferior 

product to Xero (although it has its issues too.) More people are now using YouGrow in conjunction with 

Mail Chimp / Campaign Monitor so as to gain access to those all-important analytics.  

 

And that’s OK. Even Salesforce, the first and one of the most sophisticated CRM software platforms, links 

with Campaign Monitor rather than relying upon its own ‘email blasting’ capability.  

 

MYOB and QuickBooks have both ramped up the competitive stakes in the last 12 months targeting Xero. 

 

Subscribibility is yet another software company that, most annoyingly for our clients, thinks it needs multiple 

names for the same business. It trades now as ‘Troly’ as well. 

 

Zoho is the generic CRM for small business. I prefer HubSpot having tried both on several occasions. 

HubSpot has an amazing ability to trawl email URLs and pull in all sorts of useful contact detail information.  

 

5000-49999 Case Businesses 

 

As you can plainly see, there is very little agreement on what the solution is for this size of business. Some 

of the largest of the businesses in this category are using Ezy Wine. Despite all the complaining we constantly 

hear, wineries are clearly managing with it. Ezywine can’t be beaten, as yet, when it comes to winery 

traceability.  

 

That doesn’t mean that they shouldn’t want for more. Vintrace is fully cloud based winery management 

software that integrates with Xero which in turn integrates with most other cloud based platforms.  

 

Meanwhile, we are all still waiting for the all in one, does everything winery CRM software solution. There 

are tech. people out there who would have you believe that this is not possible but you shouldn’t accept 

that. We are agonisingly close.  

http://www.winery-software.com/
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One non-wine business that has had the capability all along is JCurve. Powered by Netsuite, this scaled 

down version can be accessed for dollars a month. It took some time for them to get going in terms of the 

wine industry but now, a number of our clients are using it and are very pleased with the results.  

 

What JCurve does is give you that ‘360-degree view of customer’ so many seek through integrating all 

customer transactional data into a single data source. This enables wineries to keep track of sales, leads 

and inventory across multiple sites. 

 

It is interesting that the most successful business in this category is using a hospitality industry POS System 

to drive CRM. As all such businesses, particularly in regional locations, rely on customer loyalty, we can 

expect more and better software to emerge from this quarter.  

 

50000-499,999 Case Businesses 

 

Larger wineries these days are working with much the same set of tools as the next category down or they 

are building their own. Only a few are working with enterprise level platforms such as Sage CRM. Not a 

single respondent uses Sales Force or its open source competitor Sugar CRM or even Zoho, the small 

business alternative to these larger, more sophisticated specialist CRM platforms.   

 

From personal experience, I believe that the main reason for this is the huge amount of effort involved in 

setting these sorts of programs up. It’s only when you have multiple people involved and can integrate 

transactional data that the benefits start to outweigh the cost in time. That’s where add-ons like HubSpot 

are brilliant as a CRM solution for small business particularly those using Xero for accounting. 

 

Foote Francis have done some amazing work in terms of improving wine business’s web site back-ends. 

Their solutions are bespoke (i.e. they do not load your site onto their host as Vin65 , Blackboxx and others 

do) and so may not suit people working with a smaller budget.  

 

Foote Francis (or F2) sold out to Perth based TriniTEQ during the year and I am uncertain as to what that 

means for its clients going forward.  

 

They certainly have helped their leading clients drive out large scale DtC business with one of them 

generating over $4.5Million in DtC sales this year. 

 

 

 

 

http://www.jcurve.com.au/
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S O C I A L  M E D I A  

 

There are and only ever have been, three things that matter where any kind of advertising is concerned. 

Reach (the number of people who saw or heard it), Frequency (how often) and Engagement (how did their 

thinking and behaviour change as a result). 

 

If we look at Twitter, for example, it has average brand engagement per Tweet of around 0.2%. That means 

that if you have 1000 Twitter fans, two of them might ‘Like’ your company’s daily Tweet on average. 

Instagram has around 7% engagement currently but that is dropping too, as some survey participants noted.  

 

Unsurprisingly then, we changed our Social Media question to be about Instagram rather than Twitter.  

 

Figure 26 – Share of Brand Interactions by Platform – Source, L2 Intelligence Report 2017 

 

 

 

 

Figure 27 – Average Number of Instagram and Facebook Fans by Winery Size 

 
 

 

Participating wineries had around the same number of Instagram followers and Facebook Fans. This will, I 

am sure, change quickly over the coming year. ‘Food’ is the most ‘liked’ thing on both platforms. 
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Figure 28 – Which Platforms Wineries Felt Were Becoming More or Less Important  

  

 

As is the global experience, more people are starting to question the relevance of Twitter when Facebook 

can achieve, more or less, the same things and Instagram is more purely visual. Diehard Twitter fans will, I 

know, protest.  

 

As the Australian government’s agenda becomes more about growing Chinese DtC business, WeChat will 

become more important. We are now working with providers who can take WeChat payments if that is 

of interest.  

 

Snapchat has been more successful in South Africa and the US than Australasia. In Australasia, the Telcos 

have been a lot shrewder in bundling text messaging into phone packages so not enough people see the 

point of it. There is, therefore, not what Microsoft would call a ‘network effect’ amongst adults. 

 

Yet again, only 18% of participants use Search Engine Marketing, perhaps the wine industry’s single biggest 

missed opportunity. How you appear on search pages is often more valuable than your home page when it 

comes to directing potential visitors to your winery.  

 

We perhaps should have also included a question about Social Media advertising. We may next year. Global 

spend on Google AdWords is however, three times that spent on Facebook.  

 

 

 

 

 

 

Platform More Less

Instagram 25 1

Facebook 18 3

Twitter 6 23

None 2 2

Blog 1 0

Linkedin 1 1

Pintrest 1 0

WeChat 1 0

YouTube 1 0

Snapchat 0 1

All 0 2



 

T A K I N G  T H E  D I R E C T  R O U T E :  2 0 1 7                                P A G E  | 31 

R E S O U R C I N G  O P P O R T U N I T Y  

 

Figure 29 – Average DtC Revenue of Businesses With and Without Dedicated DtC Staff 

 

 

Every other year that we have asked this question, those companies having dedicated DtC staff dramatically 

outperform those who don’t. It wasn’t as clear this year, other than for larger companies. Those that have 

attended our workshops would be well familiar with the vast difference in performance those US wineries 

employing dedicated staff achieve, when compared to those that don’t have, as highlighted by Wise Academy 

research.  

Figure 30 – Top 10% (Heroes) versus the Rest (Strugglers) – US Research 

 

 

Size  - Yes or No Ave Revenue Ratio

<1000

NO 15,000$         

YES 158,300$       11

<1000 Total 86,650$        

1000-4999

NO 373,000$       

YES 347,963$       1

1000-4999 Total 367,436$      

5000-49,999

NO 1,115,057$    

YES 969,434$       1

5000-49,999 Total 1,026,417$   

50,000-499,999

NO 965,660$       

YES 2,024,161$    2

50,000-499,999 Total 1,600,761$   
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H O W  M U C H  M O N E Y  C A N  I  M A K E ?  

 

In order to examine just what is happening to companies’ profitability as a result of this change in direction, 

let’s look at a hypothetical case study, as we did last year, using data from this year’s survey as a basis. Let’s 

say we have a company - Switched Wines - that has $A10 million in turnover. Switched achieved the average 

per case revenue for wineries in this category this year ($137) and sells around 50,000 cases.  

 

Switched has lost its market in the US. They were selling 11,000 cases there so it’s life or death decision 

time for Switched. Switch’s CEO, Sarah Sharp, notices that other wineries their size were selling more than 

40% Direct to Customer and immediately realises that if they were going to save the business that this 

could be the answer. She wants to put a board paper together to sell the benefits. 

 

For a business, the size of Switched Wines, $30 retail was the price suggested as the sweet spot to sell the 

sort of volume needed to make it interesting for US importers. At that rate, Switched were netting $US110 

or $A137 (which is interestingly the same figure as above), at current exchange rates. 

 

Figure 31 – Typical US Costing Model 

 

 

Switched runs a tight ship and its costs of goods (COGS) are 50%, which is about average for a winery this 

size that produces highest quality regional wine. Also in line with industry averages, it has 25% “Op. Ex.” or 

Sales, Marketing and Administration expenses.  

 

That left Switched with an EBITDA margin of 25% on the American business. To sell a bottle of wine for 

$30 in Australia direct to customer, you need to pay WET (Wine Equalisation Tax which replaced sales 

tax) of 29% and GST at 10%.  That nets backs to $253.50 per case. If Switched were to sell these 11,000 

cases direct, COGS would stay the same and “Op Ex” would change little, she figured, as the start-up costs 

could be paid for out of what was the travel budget.   

FOB Price $US 110.00$ 

Transport / Tax / Duty 12.00$     

Importer Margin 52.00$     30%

Wholesale Price 174.00$ 

State Taxes and Transport 5.00$       

Distributor Commission 75.00$     30%

Price to Retailer 254.00$   

Retail Price per Dozen 360.00$   29%

Bottle Price 30.00$   
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When she sat down and ran the numbers, she almost fell off her chair. Even if Switched could sell their 

wine in the US, all that work would net them less than $400,000. If they could sell the same wine at the 

same retail price direct, they would make $1.6 Million excluding any WET rebate. The whole business didn’t 

even make that much last year.  

 

Figure 32 – Selling 11,000 Cases of Wine at $30 Per Bottle Retail in the US vs Direct. 

 

 

She rechecked the numbers and realised that, in order, to move this sort of volume she would have to 

enlist the services of online retailers and telemarketers. These guys would take 30% of the sales value. She 

estimates that she would need to sell around 15% of the 11,000 cases this way. She calculated that this 

would slice around $125,000 off the bottom line and wondered how much of an overall impact this would 

have. She recast the numbers… 

 

Figure 33 – Selling 11,000 Cases of Wine at $30 in the US  

vs Direct Using 3rd Party Web Sites and Telemarketing. 

 

 

Again, it seemed too good to be true. After checking the numbers three times, it started to sink in. Then 

the wheels, really, began turning. “We could build a smart cellar door, employ a club manager, put together 

a great program of events that would be the envy of the industry, invest in some decent systems…”  

 

She couldn’t wait for the board presentation. Afterwards, one of the directors asked – “If we can make this 

much money, why do we even bother with anything else? This, despite the hypothetical nature of the 

example, is a very real situation that we are regularly facing in our day to day consulting. The answer is, we 

believe, that you need to do both. If each country doesn’t have national, regional and individual brands that 

are globally recognised, sustaining the value of your own brand gets very much tougher. The big question 

for your business is – do we want to be one of these international brands? The DtC question seems a lot 

easier but profits can be eaten up initially as investment is often required, in order, to achieve sales. 

$A Per Case Margins US Revenue DtC Per Case Margins DtC Revenue

FOB 137.00$          50% 1,507,000$           253.50$            73% 2,788,500$                  

COGS 68.50$            50% 753,500$              68.50$              753,500$                     

Op Ex 34.25$            25% 376,750$              34.25$              376,750$                     

EBITDA 34.25$            25% 376,750$              150.75$            59% 1,658,250$                  

$A Per Case Margins US Total RevenueDtC Per Case Margins DtC Total Revenue

FOB 137.00$          50% 1,507,000$           242.09$            72% 2,663,018$                  

COGS 68.50$            753,500$              68.50$              753,500$                     

Op Ex 34.25$            376,750$              34.25$              376,750$                     

EBITDA 34.25$            25% 376,750$              139.34$            58% 1,532,768$                  
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C O N C L U S I O N   

 

Now of course Switched would probably not be able to go from nothing to 11,000 cases direct in a single 

step. 

 

The question then becomes – why be in any other channel? Well, as the most successful of our clients 

correctly observed, you do need “all of it”, particularly if you are or want to become a brand at scale. You 

need distribution, you need the sort of brand reinforcement that constant discovery gives you and you 

need to be out there, personally connecting with your fans, no matter how big or small you are. 

 

So, what are the biggest opportunities going forward? 

 

1. Web Sites – They cost almost nothing to build and with low or no cost backend technology can become 

the growth engine for your business. It is for ours. All your promotion, electronic marketing, data 

capture and analysis can and should run through it. It is probably the best marketing tool that you have. 

It should be updated every 2-3 years. This year’s results underline that it is an investment worth making.  

 

2. Events - The best source of loyal long term fans is a well thought out program of events. Through our 

consulting and workshops, we’ve encountered great ideas from hundreds of wineries and numerous 

regional organisations. No matter what size your business is, you can create and manage events that 

optimise profits, maximise brand building and perhaps even, make you unforgettable. 

 

3. CRM – we’ve invested a lot of time looking at different systems and approaches, reviewing them with 

the attendees of our workshops and our broader client base. We take or give commission to no one 

so as to ensure best practice advice. 

 

4. Commitment Clubs – how to start them, how to get people to signup, how to run them and how to 

retain members formed a major part of our workshop discussion this year and is still a huge latent 

opportunity for many businesses. During the year, we have come to understand that it is the desirability 

of belonging that fixes retention issues. That starts with good will. The benefits must be real. 

 

5. Taking the direct route globally. A number of our clients are doing this very successfully. 

 

6. Search Engine Marketing and Marketing Automation remain huge opportunities. 

  

7. Staff Training is providing the best return on investment of any service we provide. 

 

Thanks to everyone, once again, for your input. Our aim, always, is to help you build a better wine business. 
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Copyright Notice – This publication is subject to copyright. No duplication or syndication of this document or any part thereof 

is permitted without the express written permission of Wine Business Solutions. 

 

Disclaimer - Any representation, statement, statistics, opinion or advice, expressed or implied in this paper is made in good 

faith but on the basis that WBS or its Principals are not liable (whether by reason of negligence, lack of care or otherwise) to 

any person for any damage or loss whatsoever that has occurred or may occur in relation to that person taking or not taking 

(as the case may be) action in respect of any representation, statement or advice referred to above. 
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