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ABSTRACT 

BottleKnows Wines is a wine company that is redefining the way aspiring wine 

consumers learn about, purchase, consume, and appreciate wine. We offer a series of 12 quality 

wines featuring fun, intuitive tutorials printed directly on the labels themselves to guide new 

consumers through the overwhelming world of wine. We’ve created and trademarked the 

“BottleKnows Spectrum” which serves as a benchmark for new consumers to learn about wine 

and gauge their future purchase decisions. With the help of our expert advising team, we import 

grapes from around the world and have them crushed, fermented, aged, and bottled at our custom 

crush facility in Wilcox, AZ. We will be launching our first four wines here in Tucson this 

winter and will expect break even by year 3. 
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GROUP MEMBER ROLES 

COLTON CRAY – Operations Officer. In charge of the operations of BottleKnows 

including wine purchasing and making, content, and shipments. 

CHARLES “ALEX” NOVOTNY – Finance Officer. In charge of financial projections. 

BRITTANY WHITE – General Manager. In charge of documentation and deadlines and 

managing team members 

RYAN TROUTMAN – Marketing Officer. In charge of marketing efforts including 

social media, expos, and trade shows. 
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Executive Summary 

BottleKnows is a company offering a series of 12 fundamental wines that feature educational 

wine information directly on the bottle label. Each varietal features a number on the front label in 

order to illustrate where the wine is located on our proprietary, trademarked spectrum (the 

“BottleKnows Spectrum”) which guides the consumer through the differences in our varietals. 

According to Project Genome, a study conducted by Constellation Wines, there are 43 million 

overwhelmed or image seeking wine consumers who stand to benefit from an affordable, new 

way to learn about wine and aid their purchasing decisions. These labels will include anything 

one would learn from a wine book, app or wine tasting like restaurant tips, tasting guides, 

suggestions for future purchases and fun facts. 

 

Many novice wine consumers are overwhelmed and intimidated by the wine selection process. 

These wine consumers make up 23% of total wine consumers and 13% of total wine purchases. 

Image seeking wine consumers make up another 20% of wine consumers and 24% of wine 

purchases. Overwhelmed consumers consists of both men and women, largely of millennials 

aged 21-35. However, our target demographic is more so defined behaviorally rather than by 

location/ age. BottleKnows’ consumers are overwhelmed with the wine selection process or 

defined as an “image-seeker” who desires wine literacy to meet certain social status. 

 

Experts in the wine industry agree that there is an unbridged gap between wine consumer 

knowledge and current wine education solutions. Our advisors consist of: 

● Scott Dahmer: Owner/ operator Aridus Wine Company, Wilcox, AZ 

● Curt Baird: Financial executive at Glazers of Kansas, one of the largest alcohol 

distributors in the Midwest 

● Madeline Puckett: Creator WineFolly; wine accessory designer, premier wine blogger 

● Barry Cooper: Advising Sommelier 

● Robert Orenstein: Wine accessory entrepreneur 

 

Our wine will be produced and bottled at a custom crush facility. Then our bottled wine will be 

sent to retailers through an alcoholic distributor. We plan to distribute our brand where there is a 

high population of millennial professionals in metropolitan areas or near universities. Initially, 

we plan to sell BottleKnows online and at wine tasting parties put on by a host. After partnering 

with a major distributor, we plan to push our brand into major retailers in the southwest and then 

expand into the rest of the United States. 

 

Our competitive advantage is our numbering system and simplified wine education system. In 

order to maintain our competitive advantage, we are in the process of trademarking our 

numbering system. We hope that in the future, all wine labels will include our numbering system 

on their label so wine consumers are able to identify the taste of the wine with the number before 

they purchase. 
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Introduction 

We are seeking funding to develop our product line and are additionally seeking a partnership 

with an alcoholic beverage distributor to market our product to retail outlets. Through our 

branding we plan to create a unified brand image across our labels and media sources. By 

making BottleKnows recognizable early on, we hope to minimize copycats and establish 

ourselves as a trustworthy source. 

 

BottleKnows Wines are more than a private wine label. BottleKnows provides consumers with a 

simplified educational system that bridges the gap between wine consumers and knowledge. 

Through current methods, overwhelmed (23 million) and image seeking (20 million)  wine 

consumers are an unaddressed market, opening a huge market opportunity. 

 

Business Model  
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Management Team 

 
Advisors: Our advisory board consists of several wine industry experts, customer crush facility 

staff, private wine label owners and alcohol distributors executives. 

● Joel Mann: Industry Expert, 15+ years of wine experience, Eller MBA student 

● Curt Baird: Finance Executive for Glazers of Kansas 

● Justin Ove: Sales Manager for Arizona Stronghold Cellars 

● Peggy Fiandaca: President of AWGA and Owner of Lawrence Dunham Vineyards 

● Scott Dahmer: Aridus, largest custom crush facility in Arizona, owner 

● Dave Phinney: Owner/ founder The Prisoner Wine Company, UA Alumnus, International 

Wine Expert 

● Barry Cooper: Advising Sommelier 

● Madeline Puckett: WineFolly creator, top wine blogger, accessory designer, sommelier 

 

Organization: 

We will register as an LLC in March 2014. After becoming an LLC we will be able to obtain a 

liquor license (See Legal Strategies) so we can begin producing our wine through a custom crush 

facility and sell our wine to retailers. We hope to then partner with a major alcohol distributor to 

push our wines onto major retailers shelves in Fall 2014. Once our brand has become 

recognizable we plan to incorporate our name in late 2015 to early 2016. 
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Problem 

The problem that we identified is that new and uneducated wine consumers are overwhelmed by 

the wine selection process. Simply put; many wine novices want to buy wine but don’t know 

where to begin. According to Project Genome, a two-year study conducted by Constellation 

Wines, there are currently 43 million affected consumers. Of the 43 million consumers, 23 

million are labeled as “overwhelmed” and the remaining 23 million are “image seekers”. Both 

segments want to learn more about wine but are not satisfied with current solutions to gaining a 

sufficient wine education. 

 

Current solutions include: 

● Wine education books 

● Wine mobile apps 

● Wine tastings 

● Household immersion 

 

Current solutions to bridge the gap for wine-illiterate consumers are 1) expensive and 2) time 

consuming. As a result, consumers continue to make uneducated purchases, resulting in 

purchases based on guesswork rather than informed preference, or in many cases, foregoing a 

purchase altogether.  

 

Solution 

BottleKnows Wines provides overwhelmed or uneducated consumers an alternative method to 

learn about wine through a series of 12 educational wines. Each bottle has an informative label 

that is essentially a “Sparknote” version of a traditional wine book and eliminates the need to 

participate in expensive wine tastings. The BottleKnows collection features the 12 most popular 

U.S. varietals: each one assigned a number according to where it falls on our trademarked 1 – 12 

scale (the “BottleKnows Spectrum”) with the lower numbers being lighter and less-acidic whites 

and the greater numbers symbolizing the more full-bodied reds. For a full spreadsheet of our 

twelve varietals and the information featured on each label, please see the Appendix Figure 2. 

 

BottleKnows Wines system is: 

● Affordable 

● Convenient 

● Enjoyable 

● Inviting 

 

The simplified system makes it more likely for consumers to complete the process and 

successfully educate themselves on wine.  At BottleKnows, we believe “the best way to learn 

about wine is drinking it”. 
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Our Product 

Initially, BottleKnows will focus on a series of the twelve most popular wine varietals in the 

United States. These twelve wines account for over 95% of wine purchases in the United States 

today. Each label illustrates the educational utility of our brand. Labels will include information 

like pronunciation, food pairings, restaurant tips, future recommendations, etc. Our label will 

eliminate the excess information in books and provide the necessary information a wine 

consumer needs to know. Our label prototype is displayed below. 

 

In addition, each varietal will be represented by a number that is illustrated on the front of the 

bottle. The number will determine where the wine falls on the BottleKnows Spectrum. The 

BottleKnows spectrum incorporates several aspects of wine including flavor, sweetness, weight, 

and acidity.  This allows consumers to reduce guesswork and easily identify their “sweet spot” or 

taste preferences during the wine selection process.    

 

Beyond the educational utility provided, BottlesKnows will ensure a quality product through 

hiring a wine consultant. No varietal will be below an 85pt on the WineSpectator scale. The 

varietals will be true to the grape and provide the wine consumer with a standard of wine that can 

be transferred in future tastings. 
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Solution Validation 

After doing extensive research we have identified the two most important factors for millennials 

when purchasing wine is price and the label.  As a result we are pricing our wine system around 

$15 per bottle and creating a label that aligns with current label trends. 

 

Label Design 

Traditional wine labels are plain and have limited information on the bottle. These basis labels 

are appealing to established wine drinkers who know their palate and are not attracted to a wine 

based on its label. However, more wine labels are following the recent craze of a label with 

graphics and bright colors that are attractive to new wine consumers. Recent trends include 

incorporating animals, cartoons, celebrities on labels and making them more appealing to 

women.
1
 For example, a brand that features a critter outperform other new table wines by more 

than two to one (WineMag). We plan to incorporate a bottlenose dolphin in our logo to boost our 

sales and appeal to a younger audience.  

Traditional Label   Modern Label 

 

                                           
 

 

Label Recognition Study 

A study was conducted by Dr. Elizabeth Loftus, a professor of psychology and social behavior at 

the University of California, Irvine to test if modern wine bottle were more memorable than 

traditional labels. In the study, eleven young wine consumers were shown twelve bottles of wine,  

                                                 
1
 http://www.winemag.com/March-2006/Labels-Gone-Wild/ 

1
 

http://www.winemag.com/March-2006/Labels-Gone-Wild/
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six of which had bold graphic labels, and six of which were traditional. The following day, the 

same group was shown twenty-four bottles of wine, including the original twelve. The subjects 

were asked to identify the original bottles. The study found that “the test subjects could 

remember an average of 94 percent of the bottles with graphic wine labels and only 18 percent 

of those with traditional labels. 
2
 With these results, we believe that designing an attractive, 

modern label, will attract our target market and leave a lasting impression with wine consumers. 

 

Target Market & Key Customers-  

BottleKnows targets millennial wine consumers and “overwhelmed” and “image seeking” 

consumers. The first segment, the millennial generation or Generation “Y” (aged 21-34), is over 

80 million strong with roughly 10,000 millennials reaching legal drinking age each day. 

 

Characteristics of Millennial wine drinkers: 
● Among those between 21 and 26, 28 percent drink wine daily, while 19 percent of those 

between the ages of 27 and 36 said the same.
3
 These statistics show that Generation Y is 

already drinking at core consumption levels--those who identify with drinking daily, 

several times a week, or at least once a week.
4
 

●  Attracted by “fun” and “contemporary” wine labels 

●  Millennials crave experiences and are more experimental than previous generations. 

The second segment comprised of “overwhelmed” and “image seeking” consumers is behavioral 

and lifestyle based. These segments consist largely of millennials, but also consumers of all 

generations who want to learn more about the wine they are drinking. The overwhelmed and 

image seeking consumers account for 43 million consumers in the U.S. This data is a result of an 

ongoing study called Project Genome conducted by Constellation Wines. In the most recent 

phase of the study, 10,000 wine consumers were analyzed through Nielsen Homescan data. 18 

months of homescan data gave the industry insight on real purchases and lifestyles of consumers. 

What the study identified was 6 premium wine segments and their wants and needs. Of these 6 

segments, we chose to target image seekers and overwhelmed consumers based on their purchase 

habits and lifestyles. 

Image Seekers 

Image seekers represent 20% of the market and 24% share of purchases. Image seekers see wine 

as a status symbol. They have basic knowledge of wine and this knowledge is a result of 

awareness of latest trends. Image seekers like to experiment similarly to millennials and often 

like impressing friends by seeking information beforehand. 

 

Overwhelmed Consumers 

This segment represents a 23% share of consumers, and a 13% share of purchases. Overwhelmed 

consumers have very little knowledge about wine and when they are purchasing wine at a store 

often purchase by the label. Overwhelmed consumers are often intimidated by the wine selection 

process, which sometimes leads to no purchase at all. 

Project Genome gave the wine industry insight into the many consumer segments and confirmed 

                                                 
2
 http://digitalcommons.calpoly.edu/cgi/viewcontent.cgi?article=1072&context=grcsp 

3
 http://winemarketcouncil.com/research/ 

4
 http://www.winebusiness.com/news/?go=getArticle&dataid=83196 

http://digitalcommons.calpoly.edu/cgi/viewcontent.cgi?article=1072&context=grcsp
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that there is not a typical wine consumer.   

 

Industry Overview 

Consumers in the United States spent a record $34.9 billion on wine last year according to 

wine industry consultant Jon Fredrikson of Gomberg, Fredrikson & Associates. This dollar 

amount translates to 360.1 million 9-liter cases of wine. 
5
 In a detailed study commissioned by 

VINEXPO, ISWR forecasted 5-year growth in consumption between 2012 and 2016 at 12.6% 

or 40.52 million cases, equivalent to about two extra bottles for every American of drinking age. 
6
 The U.S. is now the leading wine consuming nation in the world in both volume and value, 

with 19 consecutive years of volume growth.  

 

Of the 360.1 million cases of wine sold, 207.7 million of cases are a product of California and 

represent about 58% of U.S. wines sales. Other top regions for U.S. wine production include 

New York, Washington, Oregon, and Pennsylvania. Major players in the industry include E & J 

Gallo Winery, The Wine Group, and Constellation Brands accounting for nearly half of the wine 

sold in the U.S. The trio offer the most popular wine brands, Barefoot, Franzia, and Mondavi. 

The remaining share of wine sales come from now over 8,000 other U.S. wineries.
7
  

 

Consumers purchase these wines at on-premise and off-premise retail locations. On-premise 

wine sales refers to the sale of wine for consumption on premise, or restaurants and bars. Off-

premise refers to the sale of wine for consumption elsewhere from where the wine is sold--wine 

stores, liquor stores, and grocery stores. During 2012, Americans purchased $13.3 billion in off-

premise sales, equating to 175 million cases.
8
 Off-premise sales are rapidly growing as more 

wine consumers are drinking at home and consumption is no longer reserved for special 

occasions. 

 

Growth in on-premise and off-premise sales can also be attributed to the increase in access to 

locations selling wine across the country. During the past 5 years a 15% growth in off-premise 

retail outlets to 175,000 locations and a 12% growth in restaurants and other on-premise 

outlets to 332,000 locations has given U.S. consumers much more exposure to wine.  

 

Industry Trends 

Leading wine producers, like Gallo, push wines as social beverages meant to be enjoyed for any 

occasion. These producers are also creating easy-drinking wines that appeal to novice wine 

drinkers such as red blends, sweet red, and sparkling wines. The most popular varietals are 

Chardonnay with 21% share of volume, Cabernet Sauvignon at 12%; Merlot at 9%, and Pinot 

                                                 
5
 https://www.wineinstitute.org/resources/pressroom/04082013 

6
 http://www.sopexa-usa.com/us/press_selected_n136 

7
 http://www.wine-searcher.com/m/2013/07/wine-giants-monopolize-american-market 

8
 http://www.winebusiness.com/news/?go=getArticle&dataid=110521 

https://www.wineinstitute.org/resources/pressroom/04082013
http://www.winebusiness.com/news/?go=getArticle&dataid=110521
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Grigio at  8% share of volume. 

 

The U.S. wine industry is also composed of many other products such as mobile applications, 

educational books, and wine tourism.    

 

Market Research 

Primary Research 

To test our target consumer’s response and perception of our product, we showcased our first 

version of our prototype at McGuire on The Mall, a tradeshow event at the University of 

Arizona. At the tradeshow, BottleKnows set up a booth with props and scenery reminiscent of 

traditional wine setting. The booth featured wine barrel tables, grape vines, an electronic 

fountain, as well as bread and olive oil for snacks. We also added bar stools and asked guests if 

they would like a “wine tasting.” Being on University property, we were prohibited from serving 

real wine, so we served curious walkers-by grape juice and surveyed them as they ate. Our 

surveys, both digital and verbal, revealed the following information among other things: 

 56% of respondents purchase wine priced in the $10-15 range 

 75% of respondents would prefer to learn about wine from an informative label than 

through a traditional method 

 12% of respondents said they would likely purchase at least one of our bottles in the 

grocery store within the year 

 

Market Size & Segment 

In 2012, the wine market became home to 100 million drinkers in the U.S.
9
 With over 100 

million wine drinkers in the United States, the market size is considerable. By targeting 

“overwhelmed consumers” and “image seekers,” we are able to break down 100 million 

consumers into 24 million overwhelmed consumers and 20 million consumers who are image 

seekers. As noted in the industry overview, the U.S. market size in sales was $34.9 bilion with 

over 360 million cases sold. Our beachhead will be the overwhelmed and image seeking 

consumers of wine drinkers in the Phoenix and Tucson metropolitan areas representing a 

potential 460,000 consumers. To get this number, we took the amount of drinkers in Arizona, 

multiplied that by the proportion who drink wine (around 44%) and further segmented it by 

calculating the number of overwhelmed and image seeking consumers.  

 

Beta Users and Promotions 

We will target our beta users to gauge the effectiveness our our label and educational tips. To do 

so, we will host wine tasting events, which will give these users a chance to interact with our 

wines and provide feedback on their experience. Initially, we will host an event at the Eller 

College of Management where we will be able to serve our wine to our millennial target market. 

                                                 
9
 http://www.winespectator.com/webfeature/show/id/48776 
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Next we will host events targeting image seekers and overwhelmed consumers. These events will 

be located at retail stores, consumers’ homes, as well as industry events. As we start to build our 

brand awareness, we will begin contacting brokers in the Phoenix and Tucson areas to help push 

our product into retail stores.  

 

Value Proposition 

In addition to providing our customer quality wine, we provide an educational utility. It takes 

most people years to understand the the basics of wine. By placing vast information directly on 

the label, the customer has acess to years of wine knowledge at their finger tips. Our product is 

“easier than reading a book, and more practical than taking a tour.” Finally, our trademarked 12-

wine scale gives them an illustrative platform to make further purchases based on their personal 

taste preferences. They truly can feel confinedent when making future wine purchases without 

ever having to go through the time and expenses others have to incur. 

 

Business Model 

In order to procure our products and distribute them to our end-users, we will engage in 

numerous strategic relationships with various industry stakeholders. We will procure our wine 

from various custom crush wineries and will then sell our inventory to various distributors who 

will sell our product to retailers who will then sell it to our end users. These sales will be boosted 

by online sales in which case we will forego the need for a retailer. Our direct customer consists 

of alcoholic beverage distributors and brokers. 

The first stage in our plan involves investing in a suitable “custom crush” winery to 

produce and package our wine. The Wines&Vines buyer’s guide describes the role of a custom 

crush facility as such: 

 

Custom crush or custom production facilities provide an economical way to crush grapes, 

create wines, bottle, warehouse and ship cased wines without the need for a winery to make a 

large investment in equipment and facilities....The custom crush service supplies the space, 
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equipment and trained quality control staff to carry out a customer’s winemaking goals. 

Customers supply the fruit, packaging supplies, the BATF license under which they market their 

wines, a well-defined plan and a winemaking consultant who will work closely with the trained 

staff at the production facility to make sure that the winemaking goals are met. In a very real way, 

the custom crush facility is an extension of the customer’s business. 
Working with a custom crush winery requires confidence in its ability to do what has 

been clearly defined, an understanding as to pricing, and strong communication on both sides. 
10 

 

The Alcohol and Tobacco Tax and Trade Bureau (“TTB”) regulates the responsibilities 

between custom crush facilities (“bonded wine facilities”) and their clients. For example, as a 

custom crush client, we are only required to acquire a Federal Basic Permit (“BATF”) as a 

Wholesale Liquor Dealer (“Wholesaler”) in order to purchase and resell alcohol. See the 

application form and other required documents at the link in the footnotes
11

. The financial costs 

of such a permit are minimal (<$200) and as a client, we are free of many of the recordkeeping 

and tax duties that are required of the producer. The burden of these additional services are not 

free though; instead, these additional costs and challenges are built into the price we pay for our 

product. Additionally, the producer is responsible for working with the TTB in order to receive 

approval for our custom label in the form of a Certification/ Exemption of Label/Bottle Approval 

(COLA). A summary of the different responsibilities can be found in the Appendix as Figure 1. 

In order to properly select and purchase our wine, we will hire a winemaking consultant 

with experience in selecting and blending wines that receive above-average scores in 

WineSpectator magazine: the premier wine-scoring organization. By hiring such a consultant, we 

will be able to ensure that our wine blends receive a score above 85 (on the 100-point) scale. The 

consultant will work closely with the custom crush facility to ensure that strong communication 

lines stay open and that they maintain exceptional quality control and production standards. 

The custom crush facility will manage all aspects of production including crushing the 

grapes, fermenting, aging, and bottling the wine, and labeling and packaging the bottles. They 

will then store the bottles (for a fee) until we have sold them to our distributor who will then 

transport them to their retail sale destinations. 

As a basic wholesaler, we will need a permit in each state we wish to sell in. We will sell 

our material directly to our distributors from our production facility so we will only be required 

to attain licensure in Arizona (and possibly California depending on where we source our 

varietals after year 1). Our distributors will take care of licensure for other states. We will seek a 

strategic partnership with a distributor who will provide transportation services, marketing 

services, and promotional assistance with their partner retailers. They will purchase our wine and 

transport it directly from our custom crush facility to the retail destinations they have arranged 

for its final sale. 

                                                 
10

 http://www.winesandvines.com/buyersguide/docs/Winery_Custom%20Crush%20Winery.pdf 
11

 Application form: http://www.ttb.gov/forms/f510024.pdf Other documents: 

http://www.ttb.gov/wine/custom_crush_client.shtml 

http://www.ttb.gov/forms/f510024.pdf
http://www.ttb.gov/wine/custom_crush_client.shtml
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See the figure below for a visual illustration of the business model 

 

Environmental Factors 

The legal environment is an important one with any alcoholic beverage company. We 

will have to maintain strict recordkeeping standards on all of our sales and purchases in order to 

maintain our license with the TTB. Wine production is not nearly as regulated as certain 

specialty alcoholic beverages and as part of the Alcohol Administration Act of 1935 it is not 

regulated by the FDA. While we are not responsible for paying excise taxes ourselves, any shift 

in that expense on the part of our suppliers (the “bonded winery”) will have an equal effect on 

our costs. Additionally the legality of wine purchase points across state borders (i.e. in Colorado 

wine may not be sold in a traditional grocery store, but most grocery stores have a partner liquor 

store next door) for both consumers and wholesalers will be instrumental in our distribution 

strategy. We will mitigate this risk by partnering with a distributor with extensive experience in 

our target geographic areas who can manage those differences in-house. 

Yearly weather conditions have a blanket effect on stakeholders across the wine 

industry. Poor conditions may result in low yields, the spread of disease, or poor-quality wine, 



 

    

BottleKnows Wines, LLC 20 

  

resulting in higher costs for everyone. Different wine-growing regions are affected differently by 

changes in climate.
12

 By keeping in close communication with our grape supplier on harvest 

expectations and maintaining explicit purchasing contracts in advance of harvest season, we will 

be able to provide a degree of leverage to protect ourselves against unforeseen weather 

predicaments. Additionally, our wine in years 1 and 2 will have been aged in advance, removing 

the need for initial harvest forecasts. Consultation with our wine consultant will allow us to 

adjust our purchasing schedules in advance of any unfavorable forecasts. Additionally, our 

diverse sourcing from various regions and wineries affords us the opportunity to restructure our 

product mix in the event that one particular region suffers from poor weather. 

 

 

Market Factors 

There are a number of environmental factors that affect the wine industry and some that 

affect our business in particular. We will seek to mitigate the risks associated with those factors 

that might harm us while at the same time work to capitalize on those factors that might amplify 

our market position or provide us with a competitive advantage. 

Global wine demand is 

on the rise and is inarguably the 

most important factor in our 

ability to sell our wine at our price 

point. A shift in preference among 

young people to beer or spirits 

could have a proportional effect 

on our market share. Also, a shift 

towards purchasing alcohol at restaurants or venues rather than at retail outlets could hard us 

more than competitors. 2013’s Vinexpo in New York saw the release of the 14th IWSR global 

study of current trends in the international wines & spirits markets which revealed these facts 

about the US wine market looking forward to 2016
13

:  

 

Alternative/ Additional Value Strategies 

One of our primary alternative value strategies is through online sales. Studies show that 

online sales for wine are growing and much of this growth is led by millennials. Online sales not 

only increase the availability of our wine geographically, but boast increased margins. 

Additionally, the wine industry has been slow to pick up on social media coverage and we will 

maintain a strong social media presence on all of the major platforms including Facebook and 

Twitter where we will post new offers, special deals, and interesting wine facts for our 

                                                 
12

 http://www.climateandweather.net/global_warming/effects_on_wine.htm 
13

 www.sopexa-usa.com/recette154980 



 

    

BottleKnows Wines, LLC 21 

  

followers.
14

 

Additionally, we will introduce a mobile app to our product mix in year 3 that will 

utilize augmented reality to scan wines and tell users the “quick-and-dirty” notes that they would 

need to make a purchase. 

In order to gain leverage in in-store marketing positions and promotions, we will consider 

forming a strategic partnership with our distributor to split the promotional costs. By selling a 

piece of our company, we will make arrangements to split the in-store promotional costs of 

materials with our partner 50-50. 

In order to reduce the shelf-space-jockeying among our competitors that often drives 

newcomers out, our label will feature recommendations for competing brands and their finer 

wines that our consumers might “graduate to” once they’re done with our series. By offering 

other brands a space on our label, they might be friendlier towards our efforts to gain shelf space 

at the big-box stores and grocery outlets. 

Once our brand gains ground, we’d like to sell our patented numbering system as a 

symbol on other bottle labels. Once users are accustomed to our ranking system to know what 

wines they like and should purchase, we might put negotiate with friendly companies to put our 

numbers directly on other brands’ labels in order to sort them easier. 

Finally, we will add wine in alternative packaging to our product mix following year 

three.Wine sold in plastic and carton containers has enjoyed explosive growth recently and is a 

relatively new and inexpensive way to distribute our product at retail outlets. We would sell our 

same wines in these different packages (tetra packs, plastic bottles etc.) with our patented wine 

system featured on the container. 
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Competition 

The competitive outlook of the entire wine industry is sufficiently summed up by 

the study done through Whole World Wines: 

 

Distinguishing between the number of brands, number of wine labels, and the number of SKUs 

makes hard numbers of any of these three criteria difficult to track, since not all wines are sold 

through the three-tier sales channel or into retail where scan data would capture them. Estimates of 

more than 7,000 brands are common, but seemingly do not account for the true number of wine 

labels. The highly regarded wine industry statistical research firm, Gomberg, Fredrikson & 

Associates, notes that it tracks over 15,000 wine SKUs in accruing data. 

The number of brands and labels competing in the U.S. market has seen steady growth over the 

last decade as shown by the number of COLAs (certificates of label approvals) approved by the 

federal government’s Alcohol and Tobacco Tax and Trade Bureau (TTB). 

Despite the proliferation of brands and labels, chances are that a bottle of wine purchased 

anywhere in the U.S. came from one of only 30 companies. Multinational wineries such as Gallo 

and Constellation, and alcoholic beverage conglomerates such as Diageo market a plethora of 

labels, domestic and imported, in all 50 states. These multinational, multi-brand companies create 

brands to gain market share through competitive pricing that takes advantage of economies of 

scale small wineries can’t attain, and distribution clout through multi-state distributors.
15 

Competition is fierce for any new entrant in the wine industry considering the top 3 companies 

command over 50% of industry sales. Competition is difficult for retail shelf space and consumer 

purchases.
16

 For an overview of the wine industry’s main competitors, see Appendix (Figure 4). 

 

Our main competitors are those wines aimed at millennials sold at retail outlets in the United 

States including grocery stores, liquor stores, and big-box stores. Wines that provide additional 

utility on the label (educational, entertaining etc.) are our most similar competitors. 

 

● Features “New World” or modern label 

● Typically sells for $10-18/ bottle 

● Features an attractive and artistic label to attract young people’s attention. 
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 http://www.wholeworldwines.com/challenge/us-wine-industry-info/ 
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Specific examples 

○ Truett-Hurst Evocative Wrapped Wine Series
17

 

■ These specialty wines feature catchy and entertaining labels wrapped 

around the main bottle that consumers can read and enjoy during 

consumption. They fall directly within the ideal price point of $10-

$18/bottle and are produced by publicly-held company “Truett-Hurst” 

■ Possess an exclusive deal with Safeway to distribute their beverages at 

their locations across the country 

■  
 

○ Wine for Dummies
18

 

■ Educational wine series introduced by the 

popular book series. Currently offers four 

varietals and is permitted to distribute in 20 

states as of 2013 

 

 

Indirect Competitors  

Our indirect competitors are the participants in the wine tourism industry and wine education 

literature including books, websites, and mobile apps. BottleKnows believes they are competitors 

because they offer the same educational utility that we do. 

 

Differentiation & Competitive Advantage 

“We’re not wine for dummies, we’re wine for smart people.” 

We differentiate ourselves from the thousands of other brands through our proprietary, 

trademarked numbering sequence. This system serves as a platform to gauge the 

characteristics of all future purchase decisions and is an added incentive to purchase at least one 

of each of our bottles from the very beginning of their wine drinking careers. We are able to 

translate expert wine information into simple, easy-to-understand/ use terms and this 

knowledge and offering gives us a leg up on the competition. Because our business model is so 

                                                 
17

http://www.prnewswire.com/news-releases/revolutionary-sonoma-county-wine-company-truett-hurst-launches-
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18
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lean we are able to get our brand in the public eye with relative ease and speed before the big 

players will be able to duplicate it. Additionally, our label will host an avant-garde feature: 

suggestions for similar, more expensive wines for our consumers to “graduate” to when they 

find their preferred varietals. Not only will this help our consumers begin to navigate the wine 

world for themselves, but it will assist us in negotiating shelf-space with retailers and bigger 

brands. 

Our simplistic and humorous language also sets us across from the esoteric language 

that weighs down other brands. 

 

Barriers to Entry 

For a traditional winery, the primary barrier-to-entry is start-up costs. With a custom 

crush arrangement though, many barriers to entry are circumvented. Our most significant barrier 

to entry is our lack of market share and the dominance of the top three firms. Securing retail 

shelf space in grocery stores is a week-to-week game and without leverage it is very difficult to 

get long-term contracts. Many of the big firms refuse to offer any of their product line unless the 

retailer agrees to stock all of their product line. Additionally, it is incredibly expensive to get 

promotional materials in-store at retail outlets and even moreso to get products placed on end-

caps. This barrier to entry not only hinders retailers from carrying our product but makes us less 

of an attractive client for distributors. 

 

Other notable barriers to entry include: 

● Proper federal licensure by the TTB and state licensure (Arizona Series 04
19

) 

● Size of the industry and its critical nature: marked by snobbery and exclusiveness 

● Exclusiveness and rarity of proper winemaking consultants 

● Difficulties in partnering with a distributor 

● Easy entry by our competitors 
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Resource Requirements 

Resources include: 

● Industry knowledge from expert winemaking consultant. The members of our team 

currently lack the inherent knowledge of wine and the nuances of wine culture and 

different varietals that we will be putting on the labels.Our current information has been 

gathered from the internet and validated by industry experts and sommeliers. More 

importantly, we need a winemaking expert to work closely with us and the custom crush 

facility to select wine that will taste great and receive 85+ scores. 

● BATF (basic approved licensure) from the TTB 

● Start-up funds required to: 

○ Purchase first grape batch (or bulk wine) through custom crush or vineyard 

■ Majority will be the costs of the grapes and transportation 

■ Consulting fees from contracted winemaking expert to select proper 

grapes 

■ Fees to secure COLA through custom crush 

○ Purchase bottling, storage, labeling, and transportation services 

● Primary research and beta data in order to foster strong relationship with distributor 

● Website and web app expert development talent 

 

Vision and Mission 

Our vision is to redefine the way new wine consumers learn about wine through a fun, simple, 

and intuitive scale that can be used to guide their future wine purchasing decisions. Drinking 

wine should be fun and accessible to everyone no matter their education, background, or 

commitment level. We believe that our customers are smart, and deserve products that meet them 

halfway. 

 

Our mission is to provide an interactive, affordable, and simple wine education experience that 

begins in the grocery store and continues with the customer each time they select a wine. By 

taking the complex and overwhelming world of wine and wine culture and providing a casual 

and easy-to-use guide to our customers at their first touch point, we can effectively remove the 

hassle and intimidation of beginning one’s wine journey blindly. 

 

Key Goals 

Our key goals include: 

● Create a simple, intuitive, proprietary scale for new wine consumers to learn about wine 

○ Develop a beginning collection of the twelve most popular wine varietals that 

feature easy-to-read tutorials on how to select, drink, and evaluate wine directly 

on the label. 

○ Patent the 12-point scale system 

○ Invest in talented design workers to create a modern, catchy label 
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● Develop strong relationship with key members of the three-tier supply chain including 

custom crush producers and both local and national distributors 

○ Partner with Aridus custom crush facility in Willcox, AZ to develop and launch 3 

to 4 introductory varietals in Tucson as part of Beta test markets and expand those 

operations to Phoenix as part of beachhead testing 

○ Identify suitable custom crush facilities across state borders to producer remaining 

varietals and launch in Phase 2 markets 

○ Partner with an experienced winemaking consultant to evaluate the winemaking 

process and choose our varietals on a season-to-season basis. 

○ Create wines that only receive an 85+ score by WineSpectator 

○ Work with a local wine broker in Southern Arizona to service retail outlets during 

Beta and Beachhead operations 

○ Partner with a national alcohol distributor to put our product in retail space across 

the country in Phase 2. Negotiate promotional deals and strategies with retail 

outlets to provide maximum exposure 

● Maintain a consistent and relevant company brand 

○ Maintain a consistently personal and friendly voice and tone across all product 

lines and touch points 

○ Reach our customers in their daily walk through in-store promotions and a strong 

and consistent social media presence 

○ Attend industry events and innovation challenges 

● Maximize firm value and maintain healthy financial ratios and upright record-keeping 

practices 

○ Procure Phase One required funding (see Funding Proposal): 

■ Beta: $20,000 (founders) 

■ Beachhead: $50,000 

○ Procure Phase Two funding: 

■ $250,000 

○ Sales 

○ Reduced costs: 

■ Increase our volume as demand increases and reduce costs and overhead 

through economies of scale 
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○ Maintain a healthy and viable capital structure through minimal debt and strong 

partner relationships 

■ Create a company with strong buyout prospects for either our producers, 

distributors, or a larger firm 

● Reach our target consumers through strategic marketing practices 

○ Prove our concept’s viability through primary research prior to Beta launch 

○ Reach 3,000 customers through first 6 months of launch 

○ Host promotional tasting events at industry gatherings throughout Arizona 

○ Maintain a strong social media presence by tweeting regularly, offering 

promotional offers and discounts through our Facebook page, and keeping out 

followers up-to-date through our website 

 

Core Competencies and Key Activities 

Our core competency is our translation of expert wine information into simple and 

intuitive information for the novice wine consumer and our ability to make that information 

accessible and inviting at the customer’s touch point. This inherent competency is a reimagining 

of the traditional channels used to transfer this same information. The competency is realized in 

our patented 12-point scale featured directly on our bottles’ labels. 

Key activities include thorough and peer-reviewed research on information surrounding 

our respective varietals and incorporating those findings with a trendy and modern design. 

Producing quality wine that reflects the characteristics on the label is critical to our company’s 

viability, so therefore hiring an objective, experienced winemaking consultant is also critical. 

Other key activities include identifying a flexible and patient custom crush facility that will work 

with a fledgling company and provide the services and facilities necessary for our production 

requirements. Additional negotiations with target distributors are key to our supply chain and 

reaching our customer. Supplemental key activities include developing a helpful and interactive 

online presence through a website, a mobile app, and an active social media profile through 

platforms like Twitter and Facebook. 

 

Marketing Objectives, Strategies & Tactics 

Beta Phase 

We will launch our marketing campaign during our 3-month Beta Phase in Tucson, AZ. 

Throughout the 3-month Beta phase period, we will strategically engage in the following 

activities to build the BottleKnows brand. 

● Regionally targeted press releases 

● Host wine tastings at point-of-sale 

● Host wine tasting at community events and festivals 

● Attend industry events and tradeshows 

National Expansion 

BottleKnows will continue to execute the marketing strategy outlined in the Beta Phase but will 

also begin to expand its marketing outreach. Digital marketing will play an increasing role in 
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building our brand image as BottleKnows transitions from Beta phase to the second half of Phase 

1 and into Phase 2 national expansion. Since millennials grew up with technology and use social 

media for community engagement, information, and sharing products, we will focus much of our 

efforts in this arena. We will begin by building a community on major social networking sites 

such as Facebook, Twitter, Instagram, and Pinterest. As we build brand awareness and an 

engaging community, we will increase our online marketing budget to include targeted ads on 

Facebook as well as giveaways on each platform. 

 

Beginning in year 1, BottleKnows will be selling 

wine online to Arizona residents only. After 

obtaining necessary licensure to sell our wine across 

state lines, BottleKnows will focus much of its digital 

marketing budget on targeted ads on relevant 

websites to drive traffic to our website and convert 

visits to purchases. Targeted ads are important to 

ensure potential customers visiting our webstore live 

in legal shipment states so that our advertising budget 

is spent effectively. Other ways BottleKnows plans 

market to consumers will include email blasts and 

video advertisements. 

 

We will also take advantage of the new trend in “flash sale” or “firesale” wine websites like 

wine.woot!
20

 and WineTilSoldOut.
21

 These sites have grown to do over $100 million in annual 

sales and specialize in offering customers limited series of wines that need exposure at a 

reasonable price. While the users of these sites are typically aficionados versus our target market, 

it will still help to get our product publicized, sell product to large audiences, and build buzz 

among the community during our initial phases.
22

 

 

After partnering with a distributor, we will begin selling wine at local and national retail outlets. 

In order to maximize retail sales we will be required to negotiate to have promotional materials 

for our product in store. As a small brand fighting for space on retail shelves against large well-

established companies, we will have to be creative and unconventional in our efforts.  Our 

innovative method to combat this issue is to approach some of the big name companies and offer 

to put their brand as a recommendation on our label as a wine they should try after they’ve 

“graduated” from our program. BottleKnows also plans on engaging in a strategic partnership 

with a large regional distributor like Glazer’s in which they will match our marketing 

investments 50-50 in order to build a large presence in retail outlets. We will provide employees 

with short guides on why to recommend BottleKnows and host tasting events at the big box 

stores. 

 

Following Phase 2 of our operations we will release a mobile app to complement our trademark 

grading system. The app will make use of augmented reality to teach users about any wine they 

                                                 
20 http://wine.woot.com 

21  http://www.winestilsoldout.com/ 
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wish to know about. A user will be able to use the camera on their mobile device to take a 

picture of a wine bottle and our app will teach them all of the information they might need to 

know about it in an easy-to-understand and casual fashion. The utility of the mobile app will 

draw more attention to our products and falls in line with our vision to provide simple wine 

education at an affordable price. 

 

Our marketing objectives and strategies will follow the growth of our company and will keep 

followers informed as to changes in our product mix and geographic offerings.  

 

Sales Objectives and Strategies 

Our sales objectives and strategies will begin in our Beta Phase, the first 3 months of operations. 

During this period we will be working hand in hand with a local broker and with a special license 

to host wine tastings, attend festivals, and other local events (Tucson Runner’s Club) where we 

will be selling our preliminary varietals. The Beta Phase will take place in Tucson and will be 

used as a launching point to prove demand for our product and establish  viable price point. 

 

Following the Beta Phase we will move operations into our Beachhead Phase (months 3-12). 

During this phase we will expand operations into the Phoenix Metropolitan area and work with 

our broker to push product into retail outlets including BevMo, Total Wine, Safeway, Fry’s, and 

Basha’s. We will use in-store promotions and online social media sales campaigns including 

firesale websites to push our entire inventory. 

 

At the conclusion of Phase 1, with proper funding we will seek out an additional supplier to 

introduce our remaining varietals and will engage in a partnership with a distributor (namely 

Glazer’s Distributor’s in Kansas City , MO) who can move our product into multiple states. We 

will ramp up production schedules in order to meet the demand of these new markets. 

 

At the conclusion of Phase 2 we will seek a contract for a national (and international distributor) 

to move our products further while we augment sales with our social media blitz campaign. 

 
 

 

R & D Objectives and Strategies 

Our primary research objective is to validate that there is a ready market need for a wine 



 

    

BottleKnows Wines, LLC 30 

  

brand that provides educational tips and guides directly on the label for numerous wine varietals. 

Our first step in validating this concept was to explore the findings of previous institutional 

research including Constellation Brands’ “Genome Project” (See: Market Analysis) and statistics 

gathered from the National Institute on Alcohol Abuse and Alcoholism
23

. The objective of these 

research efforts was to discover underserved markets, the qualities/ behaviors of the largest 

consumer demographics, and trends among millennial consumers. 

In order to create a label that provides simplified, essential wine information we will 

consult our industry wine expert. We will validate this information across sources including wine 

guide websites and textbooks. 

Another research objective is to determine our concept’s viability through primary 

research experiments. Our objective is to determine if our target consumers would pay our 

wine’s price when compared to similar brands. We will test our hypothesis through a controlled 

experiment by March 17, 2014. 

 Validating our target market’s propensity to pay at our price point will be instrumental in 

attracting a strategic partnership with a distributor. We will test this hypothesis during our Beta 

and Beachhead stage where we will determine the final price point and aggregate superior cost 

and demand predictions. 

 

Intellectual Property, Compliance, & Legal Strategies 

In our first three months, we will register BottleKnows Wines as an LLC in Arizona. 

This will be a quick and simple process which will allows us to register our brand underneath 

the Alcohol and Tobacco Tax and Trade Bureau (“TTB”) and apply for a Federal 

Wholesaler’s Basic Permit as well as a Series 04 Arizona Liquor License for Wholesalers. This 

process should take at the most 5 weeks and will cost less than $300. Many of the regulations 

enforced by the TTB will be absorbed by our producers (See Appendix Figure 1) and 

recordkeeping will be manageable. One such regulation will be the Certificate of Label Approval 

(“COLA”) which the custom crush winery will be responsible to procure and maintain. With 

help from our in-house wine consultant, we will maintain a close relationship with the custom 

crush facility and help facilitate their negotiations with the TTB. 

Trademarking our 12-point wine scale will be crucial for preventing competitors from 

copying our brand. These services will be provided by our law team and will protect our 12-step 

approach. Additionally, our logo and name will be protected from newcomers. 

 

Operations & Production Objectives & Strategies 

Production Objectives 

● Work with wine consultant and custom crush facility in Beta and Beachhead phase to 

introduce 3 - 4 varietals depending on custom crush capabilities and bulk wine inventory 
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● Initial production will occur in Aridus Winery in Willcox, AZ
24

 

● Grape supply will depend on current client arrangements at the facility and sources will 

depend on individual varietals (i.e. Champagne must come from a broker for the 

Champagne region, France) 

● Our first purchase will be nearly 1,400 gallons (583 cases, 7000 bottles at .75 liters each) 

for our phase one purchase 

● At the end of Year (Phase 1) we will explore other potential custom crush facilities, likely 

in California, to fulfill the remainder of our varietal needs 

● Phase Two will give rise to our strategic partnership with a national or regional 

distributor across state borders and we will see a drastic increase in demand 

● All foreseeable financing and demand forecasts remaining constant, our Year Two 

production schedule will be for 17,835 gallons of bulk wine (7500 cases, 90,000 bottles) 

● Following Phase Two we will begin to explore the possibility of expanding our product 

mix to include “intermittent varietals” (e.x. 5.5 - Rose Merlot) and we will begin 

development of our mobile app 

 

Potential producers: 

● Aridus 

● Rack & Riddle Custom Wine Services
25

 

● The Wine Foundry
26
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SWOT Analysis – BottleKnows Wines 

 

Strengths 

1. Simplifies the wine education process 

2. Inexpensive alternative 

3. ‘New world” label follows current 

label trends 

Weaknesses 

1. Existing alternative solutions (books, 

apps, wine tastings) 

2. High start-up costs 

3. Difficult to secure retail space as 

unknown brand 

4. Likelihood of copy-cats 

5. Must rely on expert within the wine 

industry for product knowledge 

Opportunities 

1. Booming wine industry in Arizona 

2. Begin local, expand nationally 

3. Connection with midwest alcohol 

distributor, Glazer’s 

4. Aligning with new wine label trends  

5. Funding opportunities at multiple 

business plan competitions  

6. New target market members every day 

Threats 

1. Varying liquor laws from state to state 

2. Out-dated industry with a negative 

stigma with new wine brands 

3. Well established, existing wine brands 

4. Difficulty negotiating contracts with 

suppliers and distributors  

 

 

Timeline 

 

Nov.-Dec. 2013 Validate concept viability and market demand 

Jan.-Feb. 2014 ● Develop product concept and design 

● Assemble expert advisory team 

● Conduct primary research among peers, industry experts, retail 

outlets 

● Obtain pricing and production capability quotes from potential 

suppliers 

● Reach out to local brokers and distributors to determine upstream 

strategy 

Mar.-May 2014 ● Procure preliminary funding through innovation competitions and 

pitch to angel investors 

● Attend industry events 

● Host preliminary tasting and marketing events 

● Launch social media campaign, secure web domains 

● Register as LLC and begin applications for liquor wholesaler 

licensure through TTB and Arizona 

● Shop for consultant winemaking experts to partner with to begin 
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wine production 

● Select introductory varietals from custom crush bulk wine inventory 

● Temporarily partner with local broker to distribute among local 

retail outlets 

June-Aug. 2014 ● Beta Phase (250 bottles sold, Tucson only) 

Sep.-Mar. 2015 ● BeachHead phase (6,750 bottles sold, Tucson - Phoenix) 

April-Mar.2016 ● Complete beachhead phase and identify additional custom crush 

partner to introduce remaining varietals 

● Pitch company brand to larger regional distributor and engage in 

strategic partnership to reduce overhead and increase promotional 

coverage 

● Begin mobile app development 

● Pitch trademark numbering system as a feature on other brands 

● Drastically increase production and sales (90,000 bottles)  

April-Mar.2017 ● Identify and partner with national and international distributor to 

handle interstate and international transactions 

● Incorporate as public company or seek acquisition from a larger 

firm 

● Introduce increased product mix including alternative packaging for 

wines and grading scale for other products (beer) 

 

Customer Value 
Cost of Customer Acquisition: 

We have based our initial cost of customer acquisition off the ecommerce business, Misto Box, 

feeling our business model shares many similarities with this venture.  Similar to Misto Box, we 

will have CAC close to $25 in year 1.  As we begin our expansion and intensify our marketing 

campaign CAC increases to about $30 in year 2.  In years 3-5 our CAC decreases dramatically 

once we partner with Glazers Distribution.  The distribution company has a unique financial 

incentive for the new wineries it brings into its supply chain. Every investment we make as 

founders will be matched by Glazers, greatly reducing our sales and marketing expenses and 

CAC. With CAC under $10 in year 5, our assumptions for how much we will need to spend on 

gaining new customers is in line with the industry averages of major wine retailers. 

 

The majority of funds spent on our marketing campaign will go towards the in-store promotions 

and wine tastings we will host to promote the BottleKnows brand. We will also have to invest in 

advertising on popular websites we plan on selling our wines through since 10-20% of our sales 

will come from online purchases. Boutique online wine retailers such as Last Bottle and Sold Til 

Out often have lower advertisement costs related with their websites compared to larger wine 

outlets like Total Wine. 
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Lifetime Value of Customer: 

We were able to calculate the value of our lifetime customers based on a variety of assumptions. 

We plan on retaining one customer for 24-36 months, based off the average retention rate for 

wine clubs. As we bring 

new varietals to the market 

we believe we can attract 

more customers and 

increase their brand loyalty 

to BottleKnows. On 

average, overwhelmed and 

image seeking Millennials 

purchase about 35 bottles 

of wine per year. In year 1 

we believe we can sell 6 

bottles to each customer in 

these segments. As we 

expand our line of wines 

we see this number 

increase to 11 in year 5. 

 A blitz marketing campaign is vital to our success which is why it is imperative to spend the 

necessary funds on marketing and sales during the initial phases.  While speaking with 

executives at Glazers Distributions, we were told many private labels fail because they spend too 

little on building a customer base and too much on the actual wine itself.  Retail shelf space is 

expense, but vital to a private labels success on a national scale. Utilizing less expensive 

marketing strategies in the early years of operation, we will be able to afford this shelf space in 

year 3 through 5. 

 

Growth Strategies 
Initial Phase I: 

In the first quarter of operation, our expansion will be powered by our sweat equity.  Our team of 

four will be promoting BottleKnows at restaurants, through in store promotions, at home wine 

tastings, and social media sites Facebook and Twitter.  In regards to the social media advertising, 

this will be in the form of tweets sent out daily to provide advice aimed at novice wine drinkers 

and Facebook updates that announce new events we will be hosting and sponsoring. 

 

Initial Phase II: 

During the second half of the first year, our guerrilla marketing techniques will continue 

however we will spend more of our funds on online marketing.  We plan on attracting and 

retaining our first year customers by making our first sale in person at one of our promotional 

events.  To retain these customers we will then make repeat sales through our online sales 

channels.  By the end of year 1 we will have established markets in both Tucson and Phoenix. 

 

National Expansion Phase I: 

Expanding geographically, we will enter markets in both California and Texas.  We will partner 

with Glazers Distributors and begin shifting our focus from smaller grocery outlets and boutique 

wineries to major retailers such as Trader Joes, Whole Foods, and Total Wine. At this point, 
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2015 2016 2017 2018 2019

Gross Margin 39% 44% 25% 38% 45%

Profit Margin -15% -18% 10% 16% 22%
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Increasing Profitability 

about 20% of our sales at this time will come from online sales.  During this stage we will focus 

our marketing efforts at the brick and mortar retailers in the form of promotional events at a 

much larger scale.  

 

National Expansion Phase II: 

By years 4 and 5 we will have expanded into most of the U.S. Glazers Distributors’ supply chain 

will allow us to move into popular wine drinking regions on both the west and east coast. Since 

Glazers is a national brand with licenses in the majority of the states we can mitigate a 

significant amount of the risk associated with interstate alcoholic commerce. We will primarily 

be focusing on the Midwestern, Southwestern, and Northeastern regions at this point and will 

consider international expansion if it is economically feasible. 

 

Revenue Objectives 

 
 
In the first year we will 

generate over $70K from 

our Tucson and Phoenix 

markets.  During the first 

three years, revenue will 

grow at an accelerated 

rate as we expand 

geographically into the 

Midwest and 

Northeastern 

regions.  We have 

2015 2016 2017 2018 2019

Gross Sales 70,000$       756,000$       3,150,000$      7,800,000$      11,160,000$      

 Returns and Allowances (700) (7,560) (31,500) (78,000) (111,600)

Net Sales 69,300 748,440 3,118,500 7,722,000 11,048,400

 Cost of Sales 42,000 420,000 2,025,000 4,800,000 6,045,000

Gross Profit 27,300 328,440 1,093,500 2,922,000 5,003,400

Operating Expenses:

 Sales and Marketing 30,000 360,000 540,000 780,000 1,020,000

 Rent and Utilities 6,000 12,000 18,000 30,000 42,000

Salaries and Wages 0 72,000 84,917 193,417 371,667

Payroll Taxes 0 5,508 6,496 14,796 28,433

Employee Benefits 0 3,600 4,246 9,671 18,583

Depreciation 275 3,050 8,800 20,025 38,875

Bad Debt Expense 700 7,560 31,500 78,000 111,600

Total Operating Expenses 36,975 463,718 693,959 1,125,909 1,631,158

Net Income Before Taxes (9,675) (135,278) 399,541 1,796,091 3,372,243

 Taxes on Income 0 0 (70,682) (508,472) (955,469)

Net Profit (Loss) (10,675) (137,464) 326,689 1,284,449 2,413,604

EBITDA (9,400) (132,228) 408,341 1,816,116 3,411,118
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accounted for yellow tail’s early success when setting this revenue objectives. By year 5 our 

financial statements are very similar to that of public wineries and distributors, Truett-Hurst 

(THST), Willamette Valley Vineyards (WVVI), and Crimson Wine Group (CWGL).  These 

companies were extremely useful when determining if our margins and growth rates were close 

to industry averages.We will break even by the beginning of year 3, spending a significantly less 

amount on marketing as a percentage of revenue once we have created brand recognition through 

initial campaigns. 

 

To determine the number of employees necessary to support our expansion plan we used the 

average revenue generated per employee metric specific to the wine industry.  At about $700,000 

of revenue per employee we will expand our staff to 20 people (including founders) by year 5. 

Their wages are based on the average salary, $31,000, of an Arizona telemarketer.  We believe 

this to be a comparable figure seeing the majority of the staff will be working in a sales role. 

 

Our revenue is completely dependent on the number of wine drinkers entering the US market. 

Fortunately, every day another 15,000 Millennials turn 21 and become potential customers. By 

focusing on this segment we will see a very positive impact on revenue. New wine drinkers often 

choose a brand and then stick with it.  Considering the educational utility we provide we have 

assumed that once a newly turned 21 year old picks BottleKnows they will stay with our 

company as a customer for two to three years.  Our revenue is highly dependent on our ability to 

achieve these repeat sales and establish a strong relationship with brand new wine drinkers. 

 

Below are the assumptions we used from our sales strategies to determine our revenue 

objectives: 

 

 
 

The average selling price is higher in earlier years since we will not be dealing with a distributor.  

In 2017, once we partner with Glazers, our margins decrease however we offset this with the 

sheer volume we are able to sell through our new supply chain.  ASP also decreases over time 

since we plan on lowering the price our bottle sells for at the retail level to compete with major 

brands with lower price points such as yellow tail. To constantly innovate our product line, we 

will offer new varietals each year.  Not only will this make us a more competitive and stronger 

wine brand, it will drive the number of bottles purchased per customer up. 

 

 

 

2015 2016 2017 2018 2019

# of Bottles Sold 7,000 84,000 450,000 1,200,000 1,860,000

# of Customers 1,167 12,000 50,000 121,212 170,799

Bottles Purchased 

per Customer
6 7 9 10 11

Types of Wines 

Offered
4 12 18 24 32

ASP 10.00$       9.00$            7.00$            6.50$              6.00$              

Cost per Bottle 6.00$         5.00$            4.50$            4.00$              3.25$              
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Sauvignon 

Blanc

Pinot Gris/ 

Grigio

Cabernet 

Sauvignon
Syrah

Wine Processing 2.17$             2.17$            2.67$              2.67$         

Wine 2.00 2.20 2.60 2.60

Bottling 0.31 0.31 0.31 0.31

Distribution 0.90 0.90 0.90 0.90

Total Costs to 

Produce  Bottle

5.38 5.58 6.48 6.48

Expense Budget 
Our expenses are a function of how many retail stores we can contract and the amount we deem 

sufficient to spend on marketing for acquiring and retaining customers. COGs for years 1-2 are 

relatively fixed and have 

been estimated using 

quotes from Arizona’s 

largest custom crush 

facility, Aridus Wine Co. 

For later years once we 

have partnered with a 

distributor we see COGS 

per bottle increasing and 

stabilizing close to 79% of 

our total expenses.  This is 

a drastic change from year 

1 where sales and 

marketing expenses are 

much larger relative to 

both revenue and other 

expenses.  Sales and 

marketing are our next 

largest expense segment followed by salaries and wages.  Rent and utilities is less than other 

wineries since Glazers Distributors will store some of our inventory in their own warehouses. 

 

Below is a list of items to be included in each expense category: 

 

COGS (Year 1) includes: 

 Bottle, Cork, Cap, Casing, 

Label, Wine 

 Fermentation and 

Storage (supplier) 

 Warehousing and 

Shipping (supplier) 

 Distributor Fee 

 

Our white wines (~$5.50) will cost less than our red wines (~6.50), but under the assumption we 

will sell the same amount of all varietals, each bottle on average will cost $6.  

 

Sales and Marketing: 

 First year: in store promotions, at home wine tastings, restaurant tastings, online 

advertising on boutique wine sites 

 With partnership: intensive in store promotion at Total Wine and major grocery retailers, 

online advertising on most popular wine sites, television 

 Graphic design and label creation project 

 R&D pertaining to education we provide 
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Expenses Stage I
% of Total 

Investment
Stage II

% of Total 

Investment

COGS

Wine 37,500$  63% 137,000$   42%

Bottles and Packaging 2,500 4% 10,000 3%

Storage and Warehousing 750 1% 3,000 1%

Shipping 1,000 2% 5,000 2%

Sales and Marketing

Online Advertising 5,000 8% 45,000 14%

In store Promotions 10,000 17% 90,000 28%

R&D 2,250 4% 5,000 2%

GA

Rent and Utilities 1,000 2% 10,000 3%

Salaries 0 0% 20,000 6%

Total Investment 60,000 325,000

 

General and Administrative: 

 Employee wages 

 Rent and inventory storage 

 Transportation and Travel 

 

Financial Overview 
BottleKnows will not have any debt and will be financed entirely through equity.  Since we will 

have to spend a substantial amount of funds on marketing and other soft assets we know it will 

be extremely difficult to acquire debt at reasonable interest rates.  Due to this we are offering an 

ownership stake in the form of equity. For an equity investment of $405K we would offer 20% 

ownership in our company. 

 

We will need two rounds of financing, one during the expansion phase into Phoenix and the 

second when we expand into the Midwest. By year three, internally generated funds will be 

sufficient to sustain the business without any more outside investment. 

 

Funding Proposal 
Founders of BottleKnows will each provide $5,000 for a total of $20,000 in the first three 

months of operations to perform beta testing in Tucson. We are seeking an investment of $405K 

from outside investors in total for both Phase One and Two. In order to expand into the Phoenix 

region as the Beachhead Phase One we are seeking a first round investment of $60,000.  Once 

viability has been proven in Phoenix by the end of year 1, we will need the $325K to expand into 

the Midwest. By year 5 we will either continue to grow the business or seek an exit through 

acquisition by a major wine and alcohol distributor. An IPO is another option in 7 to 10 years.  

 

Recent Napa Valley Mergers and Acquisitions: 

 Laurel Glen Vineyard sold to private investors 

 Gary Ferrell’s 

popular brand 

and real estate 

to Vincraft 

 Sonoma-Loeb 

was bought by 

Chappellet 

Vineyards 

 Frazier Winery 

was sold to 

Zhang Winery 

in China 

 

Use of Funding 
Here is a breakdown 

of how the funds will 

be used:  
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Highlights of Stage I and II: 

 In Stage II we will spend more on advertising because of our intensification of in store 

promotions. 

o Promotional events are our most expensive marketing campaign strategy since we 

will need to pay for the actual event space and the provisions (wine, gift bags, 

wine tasting materials) we give to customers.   

 We will begin making rent payments in the second stage 

 COGS as a percentage of external investment will be higher in Stage I.  Advertising is 

still extremely important during this stage of our venture but in order to be successful we 

first need to procure the actual wine. 

 R&D will include expanding our varietal selection and funding necessary for graphic 

design 

o We will also need to hire a full time consultant by the time we reach the second 

stage 

 Online advertising will be a major focus during the growth stage of our venture.  Brands 

such as Club W have experienced rapid success by channeling their resources to support 

an impactful Facebook campaign 
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Summary 

  



 

    

BottleKnows Wines, LLC 41 

  

 
  

2015 2016 2017 2018 2019

Gross Sales 70,000$       756,000$       3,150,000$      7,800,000$      11,160,000$      

 Returns and Allowances (700) (7,560) (31,500) (78,000) (111,600)

Net Sales 69,300 748,440 3,118,500 7,722,000 11,048,400

 Cost of Sales 42,000 420,000 2,025,000 4,800,000 6,045,000

Gross Profit 27,300 328,440 1,093,500 2,922,000 5,003,400

Operating Expenses:

 Sales and Marketing 30,000 360,000 540,000 780,000 1,020,000

 Rent and Utilities 6,000 12,000 18,000 30,000 42,000

Salaries and Wages 0 72,000 84,917 193,417 371,667

Payroll Taxes 0 5,508 6,496 14,796 28,433

Employee Benefits 0 3,600 4,246 9,671 18,583

Depreciation 275 3,050 8,800 20,025 38,875

Bad Debt Expense 700 7,560 31,500 78,000 111,600

Total Operating Expenses 36,975 463,718 693,959 1,125,909 1,631,158

Net Income Before Taxes (9,675) (135,278) 399,541 1,796,091 3,372,243

 Taxes on Income 0 0 (70,682) (508,472) (955,469)

Net Profit (Loss) (10,675) (137,464) 326,689 1,284,449 2,413,604

EBITDA (9,400) (132,228) 408,341 1,816,116 3,411,118
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Appendix: 

Figure 1: Responsibilities of the wine industry suppliers/ clients as defined by the TTB 

Figure 2.1: Project Genome Consumer Segments 
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Figure 2.1: Project Genome Consumer Segments Description  
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Figure 3.1: Select Varietals 
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Figure 3.2: Label data 1-6 
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Figure 3.2: Label data 7-12 
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Figure 4: 2011 U.S. Wine Industry Competitive Overview 
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COLTON CRAY 

LEADERSHIP SELF ASSESSMENT  

ENTR 420L 

 

1. Core Self-Evaluations Scale. My Score: 4.75. I think that this score accurately represents 

my personality. It’s obviously difficult, I’d say impossible, to gauge all of the nuances 

and pieces of an individual’s personality with just a few short statements but these are 

statements of confidence and individuality which I feel that I regularly express and am 

proud of. I feel like each of these can change on a day-to-day basis too. Usually I am 

satisfied with myself but there are times when I fail and I am not satisfied. As an overall 

rating though, I feel like this is an accurate representation. 
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2. My Score: 51. I feel like this score, which indicates a higher intolerance for ambiguity 

than the average person, is not a fair representation of the truth. I love taking risks and 

jumping into the unknown. Rarely do I try the tried and true path unless I know it does 

not lead to success. I think that these questions did not leave room for the approach that I 

often take in life that says “if it’s not broken, why fix it?”. I feel like some of these 

questions too are gross generalizations. For example #3: People who fit their lives to a 

schedule probably miss most of the joy of living. I feel like everyone, even the most 

joyous and “ambiguous” people, have a schedule to a degree? Maybe I’m crazy. 

I think that I have a great tolerance for ambiguity: that’s why I feel such a 

connection to entrepreneurs. On the other end of the spectrum, one lesson I’ve learned 

from the guest speakers we have had in the honors course is that the best entrepreneurs 

always look before they leap; they always do their due diligence. That’s why I think 

obtaining a law education will assist me in being a successful entrepreneur because I will 

be able to break down that ambiguity and that risk into something I can control and 

succeed in. There’s an adage in science that says “what can’t be measured can’t be 

controlled” and I feel like that applies to entrepreneurship as well. While I certainly love 

adopting risk, the entrepreneur who understands, analyzes, and can mitigate that risk is 

usually the one who succeeds. 
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Ten Frequently Cited Skills Of Effective Leaders 

4.   

  

A

B

A

A

B

B

A
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A

A
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5. Talk to at least two members of your entrepreneurial team venture and ask them to 

frankly and honestly tell you what they see as your biggest leadership weaknesses and 

strengths. Ask this same question of one of your parents, siblings or nearby relative that 

knows you well.   

 Alex Novotny, partner at BottleKnows Wines 

o Strengths 

 Ability to motivate groups 

 Presentations 

 Private group meetings 

 Engaged in what I do, excitement and energy is inspiring to 

be around 

 Lead by example (going beyond delegation and verbal 

management) 

o Weaknesses 

 I display more negativity than necessary 

 Shooting down ideas too early 

 More concise, certain phone calls with mentors I can be long-

winded. Both a leadership and communication weakness 

 Ryan Troutman, partner at BottleKnows Wines 

o Strengths 

 Thought provoking, bright, confident, hard worker, driven, 

focused, sense of humor, motivating, good communicator, honest 
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o Weaknesses 

 Resistant to other people’s ideas, sometimes lose drive before the 

finish line, high pressured 

 Lauren Cray, older sister 

o Strengths 

 Enthusiasm, sense of humor, ability to “tell a story” and motivate 

people, showing initiative and drive and setting an example, 

making things fun 

o Weaknesses 

 Can be assertive and stubborn, can be lazy or depressed when 

things don’t go my way, can be insensitive to individual’s needs 

and hold too high of expectations, very little tolerance of 

incompetence 

6. Identify things you can do over the next 24 months to improve your leadership skills. 

What do you see as barriers over the next 24 months on you not becoming a more 

effective leader?  How do you explicitly plan to overcome and/or minimize the effect of 

those barriers? 

Over the next 24 months I will be attending my first two years of Law School where I will 

again be challenged in team building and adopting other people’s ideas. At USC, students are not 

ranked (unlike most law schools) because they want to foster a team setting. I can work on being 

a patient listener and acknowledging other people’s ideas above my own. Additionally, I can 

work at setting an example of hard work by doing as much of my own work as I can and helping 

others before asking others to help me. Since I will not be working full time, it might be a 



 

    

BottleKnows Wines, LLC 55 

  

challenge to be punctual and focused. College is a distracting place and many of my peers will be 

beginning their professional careers and moving on with their lives. I can counteract this kind of 

backsliding by curbing my social appetite and engaging myself in professional organizations and 

on-campus clubs from the get go. I will be involved in as many law clubs as possible to keep 

myself immersed and stimulated. Another challenge I see going to Law School is becoming even 

less concise than I am now and I don’t know how my conciseness is going to get better as a law 

student… I see it becoming more complicated and long-winded. Lawyers are paid to be wordy 

people. Hopefully I can bring my understanding of the importance of concise-speaking and 

illustrative examples that I’ve honed at Eller to the legal profession where it is desperately 

needed. 
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“To understand leadership, we must first consider what are the two words that 

make it up. ‘Leade’ and ‘Rship’. What do these words mean? Nobody knows, but if 

you elect me as your student body president, I promise we can find out together” 

 – Opening line of my election speech for Desert Christian High School Student Body President. 

Stupid? Yes. Cheesy? Undoubtedly. Effective? 100%. 

For as long as I can remember I have wanted to be a leader. In elementary school I 

always wanted to be the first to present my book report, the person with the highest score in the 

class, the first in line, the lead in the show etc. In 4
th

 grade our elementary school decided to put 

together a student council and the next year I was elected council president. In 8
th

 grade I ran for 

Student Council President of our middle school where my peers (mostly the same group) elected 

me again. Junior year of high school again saw me campaigning for the title of Student Body 

President where I was able to serve during my senior year. My affinity for leadership is what 

spawned my desire to be an entrepreneur. Each of us has a desire to be a pioneer, to be 

important, to be the first to do something and leaders and entrepreneurs are those who explore 

and indulge in this common vein. 

Leadership and entrepreneurship run in my family. My grandfather went to college when 

he was 16 where he founded the chapter of his fraternity before going on to build a bank and 

help compose real estate reformation documents in the post-Cold War Soviet Union. My father, 

too, always had to be his own boss. Growing up, my father sold Amway and was a conference 

speaker across the country. I still listen to his tapes about being your own man and being 

financially independent. My dad was my coach and role model growing up and supported me in 

anything I wanted to do whether it was sports, music, work… so long as I did it well. Having 

such an intimate relationship with my father spurned in me the deep-rooted desire to be my own 
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boss one day: to make my own schedule and give my future children the same privileges I was 

afforded. I founded the Investments Club at my high school my senior year and had my first LLC 

when I was 16. I knew that I couldn’t just work for somebody else for my whole life. 

When I was 10 my father offered $20 to any one of me or my four siblings who would 

read Dale Carnegie’s classic guide: How to Win Friends and Influence People. Five years later I 

was the first of my siblings to actually take him up on the offer. As of today, I have read or 

listened to that book no less than twelve times and still keep the audiobook on my phone for road 

trips. That book taught me one of the most instrumental values of being a leader (or really just a 

citizen for that matter) that has been echoed by the successful entrepreneurs we have been graced 

by throughout the semester: genuinely valuing people. It seems like an easy enough lesson, one 

that might be ubiquitous among people, but closer observation of our behaviors and our attitudes 

reveals a darker side of humanity. I am often selfish, unreasonable, rude, and cruel even though I 

think I’m generally a nice person. These characteristics are not what make leaders. It is such a 

rare thing to be treated well or to have someone go out of their way for you that we take special 

note of those cases and are endeared to those bestow such graces. A common thread I noticed 

among the entrepreneurs who visited Eller was a genuine care for people: whether it was their 

employees, their customers, or their partners, it is alarmingly evident that taking a sincere 

interest in the well-being of others is paramount to success in business, politics, and family life. 

Having vision and being nice isn’t enough though; being a leader also requires hard work 

and discipline. And while a construction worker might also work hard, leaders need to be 

engaged in what they do and lead by example. I think of the founder of Sprinkles Cupcakes and 

how he, a previous banker, would sleep on the bakery floor while they worked day-in and day-

out to meet demand. Leaders take ownership and responsibility for the work they do: they are 
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quick to adopt blame on themselves and quick to give credit to other. Both my entrepreneurship 

partner Alex Novotny and my older sister Lauren have confirmed that this is a quality I display 

on a regular basis: I lead by example. I will be the last group member to bed and the first to wake 

up. I’ll be the first to pay for materials and the one who constantly checks up on deadlines. In 

grade school I was often accused of being “bossy” when organizing my friends into games, 

making plans, or doing a group project. Even throughout the McGuire my partners noticed that at 

times I would be resistant to other ideas even though now I know that being a leader means 

listening well to smarter people and being flexible. It means admitting “failure” and learning 

from it. I thought I was being a responsible leader by always telling my friends what to do but 

experience shows that a leader isn’t somebody who lords over their followers and issues 

commands; instead I ought to be the first one to take the plunge. 

Something I’ve always struggled with is enthusiasm near the end of the race. My partners 

Ryan and Alex both have witnessed the way I can become overly negative when a deadline is 

approaching or how I can lose enthusiasm. On the other end of the spectrum, sometimes I 

become too high-strung when deadlines are approaching and I feel like we are inadequately 

prepared. These are traits I hope to fix or at least work on over the next 24 months. Following 

graduation I will be continuing my education at law school at USC where I will again be asked to 

work in groups and will have multiple leadership opportunities. Here I will have the opportunity 

to hone my calmness and collectiveness. As a lawyer (and especially as a first year law student), 

I cannot let pressure get the best of me. Instead, like all successful leaders and entrepreneurs, I 

need to put in the work and hours beforehand so that I am confident and prepared for any and all 

opportunities. Additionally, the hard work and grueling nature of law school will foster an 

environment that encourages confidence backed by evidence and leaves no room for negativity. 
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Being a leader is in my blood. Though I have many traits to curb and cultivate, starting 

with a solid foundation from the McGuire Center partnered with the support and advice from 

successful leaders and entrepreneurs I am well-prepared to lead my friends, family, community, 

and future business stakeholders into the future.  

 


