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Patterns of Relative Cost of Champagne by the Same
Producer: Analysis of the Cost of Entry-Level, Mid-Range,
and Flagship Champagrie

Paul J. Merton?

Abstract

This paper examines the evolution of champagne prices in New York City from 1948 to 2013
by determining how many hours one must work, using after-tax income, to purchase a bottle
of champagne. Each of the three brands analyzBdBollinger, Louis Roederer, and Mo't &
ChandorN was divided into three tiers of nonvintage, vintage, antlagship champagne. The
results indicated that all income groups worked fewer hours for entry-level nonvintage
bottles of champagne, whereas the number of hours required to purchasgship bottles gen-
erally increased. (JEL Classications: E31, H24)

Keywords:champagne, i ation, real income, price stratl cation.

[. Introduction

Champagne is a traditional wine-producing region in France, where the production
process for its namesake sparkling winehampagnghas undergone few changes
since the turn of the twentieth century. TheComitZ Interprofessionnel du Vin de
ChampagngCIVC) regulates the raw materials, production processes, and market-
ing of all bottles that bear the namechampagneMany of the CIVC @ regulations
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remained unchanged between 1948 and 2013! (CIVC, 2017a). Unlike for some
luxury goods, such as automobiles, which have seen major technological improve-
ments and innovations, minimal adjustments have been made to the production
process and basic properties of champagne.

This paper analyzes the evolution of champagne prices in New York City relative
to real disposable income between 1948 through 2013 and examines how the real
cost of champagne, expressed in the number of hours of work required to generate
the after-tax income necessary to buy a bottle of champagne in a retail store, has
changed over time.

The entire period covered by this study witnessed a rising strati! cation of cham-
pagne prices between nonvintage wines and " agship wines. The disposable-income
ratio of the highest-income to lowest-income earners in the United States grew
by approximately 60 percent between 1948 and 2013 (from 4.2 to 6.7), the ratio
of champagne prices grew by up to 220 percent and thus far exceeded increasing
disposable-income inequality.

The remainder of this paper is organized as follows: Section Il introduces the data
and the methodology, Section I11 presents the main results, and Section IV concludes.

II. Data and Methods

A. Champagne Data

Our champagne price data draw on the catalogs of New York City wine retailer
Sherry-Lehmann.? Sherry-Lehmann, one of the largest wine retail stores in the
United States, has been operating continuously in the same neighborhood since it
I rst opened in 1934, shortly after Prohibition ended. It has been printing quarterly
sales catalogs of its wines since 1935. Many of these sales catalogs have been recently
digitized and are available for wine researchers at the University of California, Davis.

In this paper, champagne bottles are divided into three tiers: nonvintage, vintage,
and “" agship.” I include prices of three brands: Bollinger, Louis Roederer, and Moét
& Chandon.

Nonvintage champagne accounts for 80 percent of the bottles produced by volume
and 70 percent by value, making it the “bread and butter” of the champagne industry
(CIVC, 2017b). Each brand’s nonvintage champagne minimizes any changes and
maintains a consistency that customers expect and demand.

The combination of weather variation and changes in winemaker practices (either
due to deliberate changes by the same winemaker or to changes implemented by a

L For example, in 2017, champagne grapes must be harvested by hand just as they were in 1948.
2The data exclude “! re sales” and “distributor closeouts” that may skew prices.
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new winemaker) can result in variation to the vintage over multiple years. Vintage
champagne is produced when the wine from a speciharvest is deemed particularly
good, but it is not produced every year. According to the 20161V C Bulletin (CIVC,
20179, vintage champagne accounts for 1.5 percent of production; however 75
percent ofprestige cuvée is vintage, and prestige made up 4.7 percent of champagne
production in 2016.

The "agship bottles of champagne used in this dataset are a subseprfstige
cuvée champagne, which is also designated as vintage.

Table 1reports the brands, their champagnes, and some descriptive price statistics.
All prices provided include New York City and New York State sales tax. The his-
toric tax rates were obtained from the pages of Sherry-Lehmann catalogs.

As is evident from the number of observations, there are some gaps in the price
data. For nonvintage champagne, this omission is simply due to missing data. In
addition, gaps in the vintage and'agship champagne data are also explained by
the fact that they were only produced in outstanding years.

B. Income Data

The income data draw on gures provided by the U.S. Census Bureau and are for the
entire United States (U.S. Census Burea@016. | distinguish ! ve income brackets,
the lower four quintiles and lower limit of the top 5 percent of families of all races. |
further distinguish gross (pretax) income and disposable family income.

Computation for disposable income is calculated by subtracting government enti-
tlement payments, Social Security, disability and Medicare, New York State income
tax liabilities, New York City income tax liabilities, and federal income tax liabilities
from gross wages. Standard deductions are calculated based on a single p&son
exemption, multiplied by two, to normalize standard deductions across tinfe.
Adjusted gross income is then applied to historical nominal federal income tax
rates for single! lers to calculate the federal tax liability (Tax Foundation,2013.
Social Security, Medicare, and disability payments are calculated by applying the
rate for each year in the study (Social Security Administratior017).

New York City and New York State income tax liabilities are calculated for each
year (New York Department of Finance,2012). In this paper, | make use of the local
and state income tax deductions, whereby the income that is subject to federal
income tax is reduced by the amount of local income taxes paid or by the standard
deduction allowed, whichever is larger.

3rlagshipOcan also be considered as a bra@conic wineO
“With the passage of the Economic Recovery Act of 1981 (ERTA), the zero brackets were removed and
replaced with a standard deduction (Internal Revenue ServicE987B1988).
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Table 1
Descriptive Statistics of Nominal Champagne Prices
Std.

Obs. Min. Max. Mean Dev.
Nonvintage
Bollinger: Brut, CuvZe Parfaite, Special CuvZe 32.00 495 5495 13.00 13.03
Louis Roederer: Brut, Brut Premier 30.00 589 47.85 13.33 11.54
Mo't & Chandon: White Seal, White Star, Brut Imperial, 32.00 5.00 43.50 11.98 10.30

Imperial

Vintage
Bollinger: Brut, Grande AnnZ¢ 35.00 7.55 136.09 24.75 34.50
Louis Roederer: Vintage 26.00 7.46 54.07 1341 10.22
Mo't & Chandon: Dry Imperial, Imperial 2200 7.09 4866 15.03 11.41
Flagship
Bollinger: Recently Disgorged, R.D. { rst 1967) 16.00 9.01 135.31 27.27 3153
Louis Roederer: Cristal { rst 1949) 23.00 840 26125 53.30 79.60
Mo'‘t & Chandon: Dom PZrignon® (! rst 1949) 34.00 9.63 185.03 40.83 53.30

All prices include New York City and New York State sales tax® Bollinger® Grande AnnZe is @restige cuvZéor the purposes of this paper,
it 1 lls a gap in Bollinge® offerings of a vintage champagné& The 1988 Dom PZrignon was thenal vintage that hadOVo't & Chandon Gon
the packaging. This amounts to Dom PZrigna® being spun off as its own brand.

All of these tax liabilities are subtracted from gross income to arrive at disposable
income per year. All computed gross and disposable inconhgures are then con-
verted into the number of hours of work necessary for the purchase per bottle of
the nonvintage, vintage, and' agship champagnes. Additionally, for the purposes
of these calculations, it is assumed that a person works 2,000 hours per year,
which translates into 40 hours of work per week for 50 weeks per year. An advantage
of this method is that it may be used for calculating the relative&ostOfor other items
in addition to champagne.

III. Results and Discussion

1. As compared to 1948, in 2013, income groups needed to work fewer hours to
purchase a bottle of entry-level champagne across all three brands: Bollinger,
Louis Roederer, and Mo‘t & Chandon; this result was most apparent for
lower-income groups. In 1948, the lowest-income group had to work approxi-
mately 8 hours, but in 2013, the lowest-income group had to work 5 hours,
3.5 hours, and 3.7 hours to purchase bottles of entry-level, nonvintage
Bollinger, Louis Roederer, and Mo‘t & Chandon, respectively.

Figures 1and 2 show the slopes for the three bran@®ntry-level, nonvintage cham-
pagnes for each of the ve income groups.

2. The highest-income group!(fth) required slightly fewer hours to purchase a
bottle of Mo‘t & Chandon @ " agship in 2013 compared to 1948. All other
income groups had to work more hours per bottle of agship Bollinger and
Louis Roederer in 2013 as compared to 1948.
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Figure 1
Hours of Work per Bottle of Nonvintage Champagne, 198813
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Figure 2
Hours of Work per Bottle of Flagship Champagne, 1948013
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the lower end of the top 5 percent bracket.

3. For all income groups and all three tiers of champagne, the time series pat-
terns for each of the three brands were similar. Because of the relative stability
of the three champagne houses that were examined, the time series patterns
were likely not a consequence of any idiosyncratic experience, such as
winding down of operations or change of ownership.

4.a. Bollinger BRecently Disgorged
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For the ! rstincome group, for Bollinger" agship champagne, the net change in the
number of hours of work in 1967 was 9.37 hours and in 2003 was 14.37; this number
represents an increase in net change of 5 additional hours. For the second income
group, the net change in the number of hours of work in 1967 was 5.97 hours and
in 2003 was 8.51; this number represents an increase in net change of 2.54 hours.
For the third income group, the net change in the number of hours of work in
1967 was 4.52 hours and in 2003 was 5.85 hours; this number represents an increase
in net change of 1.33 hours. For the fourth income group, the net change in the
number of hours of work in 1967 was 3.41 hours and in 2003 was 4 hours; this
number represents an increase in net change of 0.6 additional hours. For thth
income group, the net change in the number of hours of work in 1967 was 2.31
hours and in 2003 was 2.36 hours; this number represents an increase in net
change of 0.05 additional hours.

4.b. Louis Roederer- Cristal

For the ! rstincome group, for Louis Roederet agship champagne, the net change
in the number of hours of work in 1949 was 11.59 hours and in 2013 was 20.3 hours;
this number represents an increase in net change of 8.71 hours. For the second
income group, the net change in the number of hours of work in 1949 was 7.29
hours and in 2013 was 11.83 hours; this number represents an increase in net
change of 4.54 hours. For the third income group, the net change in the numbers
of work in 1949 was 5.55 hours and in 2013 was 7.87 hours; this number represents
an increase in net change of 2.32 hours. For the fourth income group, the net change
in the number of hours of work in 1949 was 4.04 hours and in 2013 was 5.26 hours;
this number represents an increase in net change of 1.22 additional hours. For the
I fth income group, the net change in the number of hours of work in 1949 was
2.64 hours and in 2013 was 3.05 hours; this number represents an increase in net
change of 0.41 additional hours.

4.c. Mo‘t & Chandon — Dom PZrignon

For the ! rst income group, for Mo‘'t & Chandon "agship champagne, the net
change in the number of hours of work in 1948 was 12.46 hours and in 2013 was
15.68 hours; this number represents an increase in net change of 3.22 hours. For
the second income group, the net change in the number of hours of work in 1948
was 8.11 hours and in 2013 was 9.14 hours; this number represents an increase in
net change of 4.54 hours. For the third income group, the net change in the
number of hours of work in 1948 was 6.19 hours and in 2013 was 6.08 hours; this
number represents an increase in net change of 0.11 hours. For the fourth income
group, the net change in the number of hours of work in 1948 was 4.59 hours and
in 2013 was 0.53 hours; this number representsdacreasen net change of 0.53.
For the ! fth income group, the net change in the number of hours of work in
1948 was 2.96 hours and in 2013 was 2.35 hours; this number representscaease
in net change of 0.61 hours.
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Thus, over time, it has become increasingly dif! cult for a person in the lowest-
income group to afford a " agship bottle of champagne from any brand.

5. As Ashenfelter (2016) has suggested, over the past several decades, an increase
in wage inequality has been mirrored by an increase in wine-price inequality
between ! rst-growth Bordeaux and petite ch%e.teauBordeaux. The ! ndings in
the current study can be extended to an analysis of inequality in champagne
prices within the same brand over time. The current data indicate that inequal-
ity has increased in disposable income from wages and, to a greater degree,
increased in champagne prices within the same brand.

Figure 3 shows the ratios of the top 5 percent income group® to the lowest 20
percent income group® pretax and disposable incomes from 1948 to 2013. The
ratios are normalized to 1948 = 1. That is, in 2013, the pretax income ratio has
grown to 1.58 times its 1948 value, suggesting a signi! cant rise in income inequality.
Interestingly, except for a short period in the 1970s, taxes have done little to reduce
this gap, as the disposable income ratio closely follows the pretax income ratio.

Studies in the past have used a variety of approaches to compare consumption
cost and standard of living over time. Ridley (2010) provides the closest example
to the methodology used here. Ridley employs a similar comparison of using
hours-worked needed to buy for a Qime-and -placeO standardized commodity,
20 minutes of arti! cial light, to compare consumption costs across time, in different
locations. The reciprocal of these consumption costs can be used as a partial measure
of the changes in standard of living, although the introduction of new goods and
services over time and different versions of similar-purpose goods across different
locations, make full standard of living comparisons considerably more challenging.

This analysis uses quality differences of the same-function product, champagne, in
a single location (New York City) instead of the same quality product in different
locations, to provide cross-sectional comparisons of the cost of consumption at
each point in time. This goes beyond Ripley®approach by adding a third dimension
that makes comparisons of the cost of consumption to consumers in different relative
income/standard of living levels/strata as measured by after-tax, disposable income,
in the same place and at the same time. Lastly, by introducing three tiers within the
same product category entry, mid-level, and "agship wines a more nuanced story
about champagne in" ation and real household income growth emerges.

V. Conclusion

This paper examines the evolution of champagne prices in New York City from 1948
to 2013 by drawing on retail prices of entry-level, vintage, and " agship champagnes
by Bollinger, Louis Roederer, and Moét & Chandon. I !nd that real income,
expressed in the number of hours needed to work for a bottle of entry-level cham-
pagne, has signi! cantly increased since 1948. However, the opposite is true for
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I agship champagne. Champagne price stragation has far exceeded rising income
strati" cations, which suggests that theagship tier of each bran@® range is becoming
less attainable to all income groups other than the highest-earning, top 5 percent
income bracket.
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