WINE CLOSURE ANALYSIS


INTRODUCTION

Purpose of the analysis

We have been assigned by the Winery Management to perform the research and analysis of Wine Closures so the team may recommend to Winery Management our plan for sourcing and managing the resources required for establishing and maintaining a reliable source for Wine Closures for our current and future production requirements.

Objective of our Commodity Analysis

In the upfront planning for this project, the team assembled for a prepatory meeting so we could brainstorm about our approach to this project.  We decided that the objective was to provide a comprehensive analysis of Wine Closures so a recommended strategy for sourcing 1,200,000 closures required to satisfy the needs of our Winery producing and bottling 100,000 cases of Pinot Noir could be made.  This analysis includes the following:

· A complete background and history of wine corks and closures

· Analysis of Market Size and Production

· An analysis of wine closures including:

· Function and Use

· Technical

· Substitutes and Alternatives to Natural Wine Corks

· A look at the Processes for Wine Closures including Quality considerations

· Detailed Total Cost Analysis including analysis of the Suppliers and Manufacturers

· A recommended Sourcing and Negotiation Strategy 

· Team conclusions and recommendations

It is important to remember that the majority of wine closures are CORKS, either natural cork or some type of composite/synthetic.  In our research and analysis, we have done extensive review of the alternatives, which is included in this paper.  However, Natural Cork is still the predominate bottle closure used by the Wine Industry, especially for the type of wine we are producing and the price point of $18-20 we expect to sell our Pinot Noir in the marketplace.

HISTORY, BACKGROUND AND ANALYSIS OF WINE CLOSURES

Purpose, Function and Strategic Importance of Wine Closures

The purpose of wine closures is to help prevent oxidation and leakage of the wine. Oxidation of wine is one of the main causes of wine spoilage. Wine closures through corks, natural and synthetic, provide a seal that allows a minimal amount of air into the bottle. Corks used as wine stoppers have been around for thousands of years and throughout different civilizations including the Egyptians, Greeks, and Romans, who have all used cork to help preserve wine. It wasn’t until the 1600’s that the cork was used as a widespread stopper of wine. The first man to introduce this method was Dom Perignon, a French monk who began putting cork stoppers into sparkling wine bottles and thus corks became a method essential for wine bottling. With the rapid growth of the wine industry in the 1700’s, the first cork factory was opened around 1750 in Spain. Production then boomed in the 1800’s and 1900’s and more than doubled with Portugal becoming the worlds leading cork producer.

From the beginning of history, part of the ambience of wine appreciation has been the process of opening the bottle and removing the cork.  It is this “romance of removing the cork” that will play a major part of our recommendation for our New Winery. This is as an important strategic element of the wine closure and why most closures are made from Natural Cork.  In modern wine industry, the current consumer is no different.  They love to pull the cork so overcoming this important market psychology would allow use of alternative closures at some point in the future.

Market Size – Wine Stoppers

The estimated market for wine stoppers including composite/agglomerated are as follows:

· Worldwide

13.0   billion
· US


  0.9   billion

These estimates assume a ratio of 250 million corks per ton of production.  In addition, wine corks are considered to be the most visible and profitable product produced from cork, accounting for 15% of the total cork production and 66% of the industry revenue.

Production Market Size - Natural Cork

	Country of Origin
	Production in Tons *
	%
	Cork Forests in Hectares **
	%

	Portugal
	185,000
	54
	730,000
	33

	Spain
	88,000
	26
	500,000
	22

	Algeria
	20,000
	6
	410,000
	18

	Italy
	18,000
	5
	340,000
	15

	Morocco
	15,000
	4
	100,000
	4

	Tunisia
	9,000
	3
	99,000
	4

	France
	5,000
	1
	90,000
	4


	Totals
	340,000
	100
	2,269,000
	100


*   Source: APCOR – Portuguese Cork Association

** Source: Direccao Geral das Florestas DGF (National Forest Authority) via Corkmaters.com

Substitutes and Alternatives

Based on our research, type of wine produced, surveys of various wineries and industry practices, our major focus for this analysis will be on Wine Corks.   We will analyze the various alternatives to Natural Cork including composite, colmated, 1 plus 1 Twin Tops, agglomerated, synthetic, plastic/resin and screw cap closures however our primary focus will be on Natural Corks.

MATERIALS AND MANUFACTURING PROCESS FOR WINE CLOSURES

Key Materials

Natural Cork

The natural cork is made up of several different chemical components as follows: 45% suberin – this is the main component of the cork cell wall and accounts for its elasticity. 27% Legnin - this accounts for the agglutination of all other components. 12% Polysaccharides - this component is also part of the cell wall and contributes to the definition of the cork texture. The rest of the components include 6% tannins that account for the color, 5% waxes that guarantee the corks imperviousness and 5% other components that include minerals, water and glycerin. 

There are several grades of natural cork the grade levels are defined by an A, B, C, or D level:

 “A” corks have no holes or pores larger than 2mm. cracks initiating at ends not to exceed 10% of the total cork length. Cracks in the middle of the body may extend up to 20% as long as they are tight and not open. No wood, belly spots or greenwood is acceptable. No evidence of wormholes. Several narrow and shallow lenticels are acceptable.

 “B” corks have no pores or holes larger than 5mm. Cracks at ends are not exceed 15% and cracks in the middle may extend up to 25% providing they are tight and not open. Lenticels and horizontal cracks not open when cork is bent. Small chips in the body as well as lateral worm activity are accepted.

 “C” corks have cracks, channels and belly spots not to exceed 50% of the length of the cork. Large chips not to exceed 20% of circumference and 10% of length. Lenticels and horizontal cracks that may open and are greater than 15mm in width.

 “D” corks have cracks, channels and belly spots exceeding 50% of length. There are chips affecting more than 20% of circumference and 15% of length. There is greenwood that greatly deforms the cork as well as wormholes that affect more than 50% or cork.

In our research, we found that various manufacturers/suppliers used different grading systems (numerical rather than alpha or had 5 to 7 grades of various products).  To allow for a similar comparison, we have converted all the grades to the A-D System.

Technical

Colmated: The colmated cork is a low quality natural straight wine cork which presents accentuated porosity and structural defects which are subjected to a colmatage process of the pores so as to improve it’s performance and offering an improved sealing capacity. 

Agglomerated: The agglomerated cork is a stopper made up of cork granulates that is left over from the making of natural corks. The cork has a high level of elasticity and offers good sealing power.  

Twin Tops: The twin top is a cross of natural cork and agglomerated cork. The top and bottom of the cork consists of natural cork discs, which are attached to the agglomerated cork body as described above.

Synthetic/Other

Synthetic/Neocork: Synthetic corks are made from superior food grade thermoplastic elastomeric materials. These can either be a solid one-piece design or have a solid center with a skin outer lining.  Neocork, is a specific brand of synthetic cork uses a continuous co-extrusion process, where the inner foam core consists of a highly resilient foamed inert resin. It allows Neocork to maintain pressure against the neck of the bottle over a long period of time. The outer surface is a more elastic material that is resistant to cuts and wrinkles caused by standard cork insertion machinery. Working like a gasket, it forms a smooth seal with the bottle wall, allowing easy extraction and reinsertion.

Screw Caps:

Screw caps are usually made from aluminum or aluminum alloys, then finished in the color and style according the customer’s specifications.  Most caps consist of two parts:  The top capsule portion and the skirt.  The cap is removed by twisting the cap counter clockwise where it separates the top portion from the skirt.

Key Manufacturing Processes

Natural Cork

Natural Cork:

Cork comes from the cork oak tree or Quercus Suber L. This tree  can be found in the West Mediterranean basin, covering 7 major countries where the tree has been in existence for 60 million years. The process for making the wine cork begins with the harvest of the bark of the cork tree.  This usually occurs 20 – 25 years after the tree was planted and the bark is harvested every 10 years (by Portuguese law, this can only occur no sooner than every 9 years). The stripped bark is sorted and neatly stacked in the forest and stored for up to a year. After aging, the stacks of bark are bundled and biled for an hour to make it more pliable as well as to remove any impurities that can be harmful. 

The boiling process, which occurs are barking, causes the cell walls of the cork, to take shape and strength, a process necessary to allow the cork to perform as a wine stopper. The bundles are then brought to the plant where they are trimmed into strips as wide as the corks to be punched will be long. The strips are then punched manually or automatically, depending on the consistency of the wood. After punching, the corks are washed and dried and sent for sorted. During sorting, workers sort the corks placing them in baskets based on their grade. After sorting the corks are branded with the name of the winery information, coated with emulsified paraffin and silicon to ensure a good seal and to permit graceful extraction from the bottle and prepared for shipment.

Technical

Colmated:

The colmating process consists of filling the large lenticels of the stopper and any physical irregularities with a mixture of cork particles and natural latex. Efficient insulation of the lenticels is achieved by filling them with a material that has a structure similar to that of the cork, helping to improve the sealing capacity of the stopper.

Agglomerated: 
The process of making an agglomerated cork is by taking the waste product from natural corks and grinding them up into granules that range in size from 3 to 7mm. The granulates are put into a single molding unit or an extrusion producing the cork. 

Twin Tops:

The twin tops use a thin section of natural cork on the ends with the agglomerated cork in the middle. The discs are glued on both ends producing the twin top cork. 

Synthetic/Other

Synthetic/Neocork:

The Synthetic cork is made by an extrusion process. The thermoplastic materials are mixed and melted and forwarded with a screw, under injection of gas, until the mixture exits through a die; creating the product shape.

Key Quality Processes

Natural Cork

The most common complaint for natural corks is that they impart a bad odor to the wine or that they leak. The bad odor is often referred to as “corked wine” which is caused by a chemical called TCA (2,4,6-Trichloranisole). To prevent this problem, many cork producers impart strict quality processes. One of the processes used is to wash all the corks. In this process the corks will go through several different solutions, with intermediary cycles of washing by o-zone treated water. The corks are then dried using sterilized air with the whole process-taking place in a closed environment controlled by computers. From here the corks are put into vacuum-sealed bags with SO2 to ensure the preservation of the corks until the reach the winery.  In addition, most manufacturers will carefully take samples and analyze the density, color, mold content and presence of TCA in cork oak bark before then even purchase the bark or rights to harvest.  They also send the corks samples to independent outside labs for further testing once they have reached the desired location for delivery to the end customer.

All of these procedures are extremely important to insure minimal/insignificant levels of oxalic acid, residual chlorides, residual oxidants and proper humidity levels for the corks.

Technical

Colmated:

Colmated corks, being a low quality natural wine cork, are washed with chlorine-free products.  The corks are then filled in where there are irregularities, surface sealed to prevent particles from flaking off and prepared for shipping.  All vendors follow quality procedures to allow use of these products in food.

Agglomerated: 

The stopper goes through a water pressure test, a surface treatment, and a microbiological test to insure quality.

Twin Tops: 

The discs go through a deodorization treatment to render them neutral.  The disc tops are specially treated and attached to the cork composite with materials approved for use in food products since they will be in contact with the wine.

Synthetic/Other

Synthetic/Neocork: Materials used are of the highest quality and the closures are properly sanitized without use of the chlorine.

Insource or Outsource

We will be outsourcing in order to obtain our corks rather than using insourcing for the following reasons:

· The numerous suppliers/manufacturers that have a local presence to our winery (see supplier analysis below).

· There are virtually no cork trees in California so the product would have to be shipped from offshore.

· The quality control procedures used by all suppliers we surveyed should insure a low risk of TCA contamination.

· The capital and personnel requirements for our own production of corks is not feasible and prohibitively expensive.

· Wine cork production is not one of the winery’s “Core Competencies”.

Specification for our Wine Closure

In looking at wine closures, our volume and the numerous suppliers/manufacturers, the team, with help from the wine maker and wine operations manager, the following specification was obtained for our wine closure:

· Diameter and length:

· 45mm x 24mm

· Grade type

· A or B

· Bottle style and neck dimensions

· Burgundy style Pinot Noir

· Neck width 45mm

We also confirmed, with several of the potential vendors, the these specifications were appropriate for the varietal we were bottling and price point we were selling our wine for.

SOURCING AND MANUFACTURING COST ANALYSIS

Major Suppliers and Manufacturers

In researching the Wine Closure Suppliers and Manufacturers, several sources of information were used including the Wines and Vines 2003 Buyers Guide and the Internet.  We found over 29 Natural Cork and 24 Synthetic Corks Suppliers/Manufacturers.  Some of the sources were just wholesale/distributors and others were sales offices for their respective manufacturers.  Obviously with this number of choices, we had to narrow the field for our analysis and recommendation .  Here’s our list of the recommended suppliers for both our analysis and for future potential suppliers:

	Suppliers and Manufacturers
	Location –    Local Office
	Natural Cork
	Composite Cork
	Synth/Agg Cork
	Screw Top

	Amorim Cork
	Napa                CA
	X
	X
	X
	X

	APM
	Benecia           CA
	X
	X
	X
	X

	Cal Glass/Cal Cork
	Oakland          CA
	X
	X
	
	

	Cork Supply USA
	Benecia           CA
	X
	X
	X
	X

	European Cork Ind
	Sonoma           CA
	X
	X
	X
	

	Gultig
	USA & Germany 
	X
	X
	X
	X

	Italcork
	Sonoma           CA
	X
	X
	
	

	Juvenal Direct
	Napa                CA
	X
	X
	X
	X

	Lafitte Cork/Capsule
	Napa                CA
	X
	X
	X
	

	MA Silva
	Santa Rosa      CA
	X
	X
	X
	

	Marsch Pacific
	Hayward         CA
	X
	X
	X
	

	Neocork
	Napa                CA
	
	
	X
	

	NewPak USA
	Benecia           CA
	
	
	
	X

	Pechiney Cork/Seal 
	American Cyn CA
	X
	
	
	X

	Portocork America
	Napa                CA
	X
	X
	
	

	Primacork
	American Cyn CA
	X
	X
	X
	

	Rich Xiberta USA
	Cotati              CA
	X
	X
	X
	

	Sabate USA
	Napa                CA
	X
	X
	X
	

	Vinocor USA
	American Cyn CA
	X
	X
	X
	


Notes:

· Source: Wines and Vines Buyers Guide 2003 and North Bay Business Journal Website

· Wines and Vines listed 29 suppliers of Natural Corks and 24 suppliers of Synthetic Corks

· Pechiney makes the Stevlin Cap – an alternative screw/bottle closure and sparkling wine corks.

· NewPak closures (brand name Nomacorc) are sold by Cork Supply USA

Major Closure Suppliers Analyzed

Natural/Technical Cork

Rich Xiberta

Founded in 1871, Rich Xiberta Group provides its customers with natural Spanish oak bark corks.  RX Group ensures the use of quality control throughout the cork selection, washing, curing and packaging cycle.  They claim to have the lowest index of TCA and “off flavors” in the world, and have technology that gives complete product tractability to tree origin.  Products are as follows:

· Natural Stopper-100% natural cork priced according to their visual quality

· Available in four sizes-54x24mm, 49x24mm, 45x24mm, 38x24mm

· Available in seven qualities-Flor, Flor Especial, Extra, Super, First, Second, Third

· Colmated Stopper-100% natural cork treated with powdered cork and gluing agent

· Available in four sizes-49x24mm, 45x24mm, 38x24mm, 38x23mm

· Available in four qualities-A, B, C, D

· 2D (1+1) Stopper-Combination between agglomerated cork with natural cork discs on both ends

· Available in two sizes-44x23.5mm, 40x23.5mm

· Available in three qualities-A, B, C

· Alterna 

· Stopper-manufactured with micro granulated cork from superior quality

· Cork, glued with a special glue meeting food-safety standards

· Available in one size and quality-44x23.5mm

M.A. Silva Corks U.S.A.  

M.A. Silva is a newly established cork supplier located in downtown Santa Rosa, CA.  The company was founded in 2001, backed by 30 years of experience in the industry.  The partnership of Manuel Silva and Neil Foster import natural Portuguese wine cork stoppers.  Their local office doubles as their treatment, testing and manufacturing plant.  M.A. Silva is a locally owned and operated supplier who is equipped to supply the largest or smallest wineries throughout the valleys.  The companies products offered are as follows:

· Premium Natural Straight Wine Corks

· Silktop®1+1 Twin Disc Corks

· Sparkling Wine Corks

· Agglomerated Corks

Italcork  

Established in 1991 by Carla De Petris, Italcork imports natural harvested cork from Sardinia, Italy.  Italcork’s office and manufacturing warehouse is located just outside of downtown Sonoma, CA near Carneros.  Sardinian cork is denser than its counterparts and is naturally harvested, not farmed.  Ganau, Italcork’s Italian company is ISO 9002-certified.  This supplier insists on being vertically integrated throughout the entire cork processing, from forest to winery.  As with their competitors, Italcork performs rigorous quality assurance testing on their products.  Additional services performed by Italcork include delivery within 15 miles and were the first company in California to bring in technology to firebrand their corks with decorative logos.  They never use printed inks on their corks. Their products offered are as follows:

· Solid Natural Corks
· Available in four standard sizes and available in others upon request-
· 24x44mm, 25x44mm, 24x49mm, 25x49mm

· Available in four qualities-A, B, C, D

· Agglomerated Corks

· Available in two sizes-24x42mm, 24x38mm

· Available in three qualities-A, B, C

Cal Cork (California Glass Company)  

Cal Cork is a division of California Glass Company, a leading distributor of glass and related manufacturing products. They have been in business for 70 years and currently maintain a staff of specialists in wine and spirits packaging.  They are a large business based in the East Bay and Washington State. Specific information regarding quality processes is not available on this suppliers website in regards to cork closures.  Products are as follows:

· Natural Stopper

· Available in four sizes (some in stock and some must be special ordered)-

· 24x45mm, 24x49mm, 24x51mm, 25x45mm

· Available in four qualities-Flor, Extra Super Select, Super Select, Extra First

· Duo Disk (1+1) Stopper

· Available in one size-44x23.5mm

· Available in three qualities-Vintage, Premium, Commercial

PrimaCork

Prima Cork represents cork manufacturers from Italy and is located in American Canyon.  They offer a wide range of products and have an extensive quality system the involves 3 levels of testing and quality control from point of manufacturing to the final delivery to the end user.

· Premium Natural Straight Wine Corks available in:

· Oxy Wash – 5 grades

· Natural – 7 grades

· Twin Top 1 + 1 Disc Corks

· Agglomerated Corks

· Synthetic Corks

Synthetic
Tage Synthetic Cork Company

Tage Synthetic Cork provides their customers with stoppers made of inert copolymers. The manufacturing plant is based in Mexicali, Baja California, with a Northern California sales office in San Francisco.  Tage’s stoppers require no new equipment for use in bottling than natural cork.  They claim to reduce preparation time because they are pre-lubricated.  The inert material imparts no taint in the wine.  This company’s corks are recyclable and F.D.A. compliant.  Tage is ISO 9001-certified.  Stoppers are available in several standard sizes.

Neocork
Neocork bills itself as the first “first cork company actually created by winemakers”.  Working in partnership with five of the most prominent and successful names in winemaking: Beringer Wine Estates, Clos du Bois, Kendall-Jackson, Robert Mondavi, and Sebastiani Vineyards, Neocork developed an alternative wine closure system.  Each wine company has made a strong commitment to Neocork Technologies, from financing the research, to establishing performance criteria, to evaluating the product through every stage of development. Essentially, they offer the one product!  A 43mm by 22mm stopper. However, it is a very attractive product and is priced to be extremely competitive to natural cork and other alternatives.

Screw Caps

Pechiney Capsules/Pechiney Cork & Seal  

Pechiney Capsules is a world manufacturer of capsules and closures for the wine and spirit industry.  They provide a large range of products and specialize in custom closures that allow great possibilities for decoration and printing logos. Pechiney has three ISO 9002-certified plants in France and sales offices in California and Canada. Their superior innovation and customer service allows for tailored products and innovation.  They offer the wine industry the famous Stelvin screw cap suited for wine bottles.  It is a tamper-evident long-skirt screw closure that is neutral for taste and aroma of wine and fits a screw finished wine bottle.  This closure is excellent for young wines, although it is suitable for aging wines.

Weighted Point System for Supplier Evaluation

In analyzing potential vendors, the team developed the following Weighted Point System:

· Quality 


50%

· Price 


25%

· Service and Support
25%

These factors were then applied to a rating scale of 1-10 for each element and a total weighted score derived.  When the final suppliers were narrowed down, the team evaluated these finalists based on the above system to determine the rankings for the vendors in our final recommendation.

Total Cost Analysis

The Total Cost Analysis is presented as Appendix 1 to this document.  Please refer to that section for the details.  In preparing this analysis, we did not attempt to quantify the Qualitative Issues around using alternatives to Natural Cork based on the issues discussed so far, most important that we are producing a red varietal that typically uses a Natural Cork Closure.  Given the sample of wineries and vendors researched, we found none that were using wine closures that did not use Natural Cork.  So for purposes of this first year recommendation, these qualitative issues were not considered.  In addition, these items are extremely subjective and difficult to quantify and are subject to judgmental considerations.

SOURCING AND NEGOTIATION STRATEGY

Short Term/Long Term Sourcing Strategy

Thanks to our convenient location in the heart of the wine country, our winery’s options in regards to cork and stopper suppliers are quite extensive.  No less than thirty suppliers are easily located within driving distance to our facility.  This has given the team an opportunity to extensively research our options and compare the quality, customer service and products of the local closure suppliers.  It is beneficial to us as the winery to have many suppliers at our disposal.  We can strategically choose a cork product that will fit within the characteristic of the wine we are making, our budget and our quality standards.  The high volume of cork suppliers in and around Sonoma and Napa Valleys also forces these businesses to stay competitive when negotiating price and stay current with trends of the market, technology and quality assurances.  It is imperative for each cork supplier to leave no room for falling short in any of the preceding areas when supplying their winery customers.  Many other suppliers will gladly take over their business.  Our team was fortunate to visit and speak with several local cork and closure suppliers.  The following is a list of highlighted suppliers who we felt could deliver us the quality products our winery demands.

Negotiation and Contractual Strategy

Wineries of our size can employ multiple suppliers or a single supplier of corks.  This is a decision made by the individual winery with input from wine operations and the winemaker.  Arguments for using multiple suppliers include lessening the potential tragedy of receiving and using a batch of tainted corks throughout the entire winery’s inventory.  The risk of this occurring however is very small because of the technological quality control that takes place at each supplier.  Samples of these quality procedures are enclosed in the supporting materials to this analysis.

Benefits to using a single supplier are the encouragement of relationship building, commitment to customer service and consistency.  By using a single source for supplying corks for our winery we will have increased bargaining leverage for price.  The team’s recommendation is to use one supplier source at this time but have available other suppliers should the quality or contract issues change.  We feel very comfortable with this recommendation since it should give us the most leverage with the current supplier.  This choice is also important since we are producing only one varietal.  If our winery grows and produces several varietals including both white and red, then several suppliers and other alternatives should be considering in future sourcing strategies and policies.

Contracts built between wineries and closure suppliers typically are negotiated on an annual basis.  In saying this, however, relationships can span long-term among producers and suppliers especially in the wine business.  Therefore, the team recommends revaluating closure contracts yearly while forecasting next harvests production level.  The winery’s best interests will be served by continuing to do business with its chosen cork supplier annually if the supplier’s product maintains superior quality and customer service.  In solidifying our long-term negotiation and contractual strategy, the following objectives should be followed: 

· Cork quality is the most important factor

· Price is the second most important factor

· Use our size as leverage

· Review contracts should the price exceed $.40 per closure

· Future growth and expansion of varietal offerings

Other Issues/Future Industry Considerations 

· Availability of our commodity:

· Make sure it’s here when we need it

· Very critical since we bottle once a year and have lot’s of wine!!

· Shortages of supply:

· We must remember that Natural Cork is an agricultural commodity subject to.  However, we feel that the statistics presented on the annual production and availability of alternatives, this is not a 

· Currency fluctuation issues (Euro to dollar)

· This will affect future bottle costs 

· Future price increases:

· Based on conversations with our vendors, suppliers and competitors, Natural Cork prices have been increasing 10-15% over the last several years.  They also anticipate that these type of increases will also occur in the future, for natural cork closures.

· Alternatives:

· The prices for various alternatives are expected to remain fairly constant and stable over the next several years, unlike the prices for Natural Cork.  In addition, most of the manufacturers of synthetic corks are located in the US and thus not subject to currency fluctuations.

· Change in Consumer Attitudes:

· In a recent survey, Natural Cork was preferred by consumers in 82%.  Since most consumers and wine drinkers are use to Natural Cork and it has become part of the ‘Wine Ritual”, use of Synthetic or other Alternatives have become slow to the Marketplace.  However, as Natural Cork Prices increase and consumer habits change, these alternatives to Natural Cork should become more accepted.  Certainly, the currently are more cost 

CONCLUSIONS AND RECOMMENDATIONS

Teams Recommendation

The sensitive character of the Pinot Noir varietal is such that the group has decided that natural cork is the best closure for our product.  Synthetic and screw cap closures typically are best when used for wines that will not be bottle aged for any length of time (white varietals).  Although synthetic and screw cap suppliers assure the industry that their closures shall not impart any flavor to the wine and will store and age wine as does natural cork, research in this field is young.  The technological breakthroughs in reducing cork taint (TCA) within the industry have informed the team that all assurances are being made to bring the possibility of natural cork taint to its lowest likelihood.  

Our final decision is to recommend Italcork as the primary Wine Closure Supplier.  Even though they have a local office/presence, the team acknowledges, based on the research and data presented, that natural cork products are grown and manufactured on foreign soil.  Given this, we recognize the issues of dealing with a foreign supplier and the associated challenges as discussed above.  We also recognize that there are several qualitative factors associated with this decisions:

· Loss of potential customers from corked wine

· Customer acceptance of alternative closures

· Future price increase and availability

These considerations must be reviewed annually, along with the wine closure contract and pricing to insure that the wine closure sourcing strategy it current and cost effective given our marketplace, operations and overall winery plan.

