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Karl Storchmann:

For vines, once they're in, they probably reach the peak of their productivity in year, maybe 20. But
there are some regions where you make the best wine or the best wine from vines that have been in the
ground for hundreds of years.

Orley Ashenfelter:

Welcome to Vintage Year, a podcast from the Journal of Wine Economics. I'm your host, Orley
Ashenfelter, the Joseph Douglas Green 1895 Professor of Economics emeritus at Princeton University,
and president of the American Association of Wine Economists.

In this podcast series of conversations with leading thinkers and practitioners, we are creating an oral
history of the origins of wine economics. Our guest today is Karl Storchmann, who is clinical professor of
economics at New York University. He is also executive director of the American Association of Wine
Economists and an editor of the Journal of Wine Economics.

Karl, welcome to Vintage Year.

Karl Storchmann:

Hello, Orley. I'm glad to be here.

Orley Ashenfelter:
Let's begin the discussion by talking about your background. Where did you grow up?

Karl Storchmann:

Oh, | grew up in Germany, as you probably can tell from my accent and my name. And so, I'm from
Bochum. That is a town in the Ruhr region. It's actually known for steel, bad soccer, and beer. So, then
later | moved to Dortmund. Yeah, so that's all a long, long time ago. I've been in the U.S. almost half of
my life.

Orley Ashenfelter:

Yeah. So you went to school, | know, in Germany. Where did you go to primary and secondary school?

Karl Storchmann:
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Bochum, everything | did there. Bochum is in the middle of the Ruhr. | did primary, | got my Ph.D. there,
so | did everything there.

Orley Ashenfelter:

It's interesting, and | know that there was wine, of course, probably not grown in the Ruhr, but
somewhere nearby.

Karl Storchmann:

Right. That's kind of a little bit how the story begins. In Germany, we could drink wine at age 16. That
still now it's true, but | never drank wine, and | didn't like wine. As kids, we had these things where the
parents put a couple of drops of red wine into your water and we drank it, but not because we liked it. It
was cool, like, "Look, I'm drinking wine." So, in the Ruhr, | never drank wine until | was maybe 23, 24,
and then | was drinking this very, very cheap... So. in Germany, wine is relatively inexpensive compared
to here. So, | had this 1.5 liter Muller-Thurgau from Aldi and it costs like one German mark, which is like
50 cents.

Orley Ashenfelter:
50 cents.

Karl Storchmann:

It was decent.

Orley Ashenfelter:

Aldi is here now of course, but it's actually, it's a German supermarket. It's not really an American one. It
started as a German operation, and Miiller-Thurgau is a grape, maybe not the most famous grape.

Karl Storchmann:

It depends on for what. For big yields, it's pretty famous.

Orley Ashenfelter:

So, you were drinking the 50-cent bottle of wine and what happened?

Karl Storchmann:

So yeah, | liked that. And then later with friends in [inaudible 00:03:21] this was really late in life like 26
or something, had this friend, we played in a jazz band. | played trumpet, he played the saxophone and
we also, after these things, we always drank wine. It was wine from Spain. So, then we were totally into
red wine from Spain and slowly, slowly you fight your way up.

And then there was in the early 1990s, | had the idea that | want to have a vineyard, and | had the idea
of working in the vineyard, maybe in the Rhine, in the Rhine value or the Moselle. And the Moselle was
it then. So, | got a little vineyard near Zell and there is Moselle also near the famous wine winemaker,
Clemens Busch, Clemens and Rita Busch. They're pretty known now. Back then they were not that super
famous, so they helped me later. So, | had this little plot like seven, 800 square meters, but very steep
where | made wine, and that is... Yeah, so that was | think in 1994.

Orley Ashenfelter:



So, you grew the grapes and made the wine?

Karl Storchmann:

| did both, yeah, | did both. And the big thing was travel because from Dortmund where | lived then to
there, this was always a drive of three hours traffic jam. It could be four, it could be five. So, when |
could only go on weekends. So, if | had to pick the grapes and it was rainy, bad luck.

Orley Ashenfelter:

Actually, you probably remember this. At some place in Trier at one point | actually did taste one of the
wines you made. Do you remember that?

Karl Storchmann:

Yeah, we did this hiking tour, right? When was it, like 1997 or '96? Yeah, no, we were at Trier, the
birthplace of Karl Marx. We went to that and who also wrote about wine. His father owned vineyards.
So, there's a close link there. Yeah, you tried my wine, but | don't know what vintage that was. The '94
was pretty good. But then it was dry and pretty sour, like '95 we picked it in the snow.

Orley Ashenfelter:

Whatever it was, | remember it being pretty good and it was old enough that | was impressed that it
hadn't died. It's interesting because a lot of people either grow grapes or have made wine that are
connected to wine economics, even though they're primarily economists, not winemakers. Now | know
at one point | met you there, but at one point you ended up going to the U.S. as an academic and then
you never actually went back to Germany full time. Where was the first appointment in the U.S.?

Karl Storchmann:

UCLA. That is where | was. | was a post-doc. | had half a year there and then Yale for half a year. And
when | moved to the U.S,, it was in 1999. It wasn't the plan to stay there. | thought it's just a one-year
deal, but somehow at Yale | liked it. | got stuck. They liked me and so | stayed there like six more years or
five more years.

Orley Ashenfelter:

A long time. And | know that you ultimately moved to Whitman College, which is a little ironic because
our podcast just before yours was with Bob Hodgson who actually had gone to Whitman College and
somehow contacted you while you were there in Walla Walla. How did that come about?

Karl Storchmann:

Oh, so | was looking for a job. This was maybe from Yale, 2004 or something. | was looking for a tenured
or tenure track job. And so, of all places, | picked Walla Walla and | did it because of a couple of reasons.
First, it is a nice little cute town, and | think you know it too. You were there many times, and they were
willing, and it is a wine cluster. So, when | started it, it was just starting. So, the total number of wineries
Walla Walla maybe was like 20 or something. And now | know it's more than 350. So, everybody makes

wine. My dentist makes wine.

So, that was one of the reasons. And the other reason is, back then, the person that hired me was the
dean Pat Keef, who's actually a professor of math, and he was thrilled of the idea of maybe connecting
an academia with town. And so, | had the idea, and you had it too, that maybe want to start a Journal of



Wine Econ. And the dean was thrilled and the president whose name was George Bridges, loved that
too. So, they funded us. This was the whole start in, | think back in 2005, and the first issue then showed
up in 2006, long time ago.

Orley Ashenfelter:

Well, it's been around for quite some time. And then somehow, that also led to the formation of the
American Association of Wine Economists. How did that happen?

Karl Storchmann:

So, that had to be one thing because someone needs to own it, that journal, and the association owns it.
But back then, like | said, we started the association in '05, the journal in theory in '05, first issue was out
in, | think it was 2006, but we did everything with students, like everything, the graphics, the type
setting, layout, everything. And we mailed things out. You really glue a stamp on the envelope. So, it was
a beautiful time, but it was kind of limited.

And | don't know if you still know this, when we printed the first issue, we printed about 90 copies and

90 copies, which still exist, | still have three or four. And because we thought it is kind of like a niche, so
small, just for us and our little group that | think we have to probably also mention that the association
is kind of maybe an offshoot of a group that's called VDQS, which is a French pun. | don't know exactly

what it stands for.

Orley Ashenfelter:

It stands for Vineyard Data Quantification Society. But VDQS is the Appalachian system, of course in
France. So, it was a pun. Exactly.

Karl Storchmann:

Yeah. So, we all stemmed from this, and | think it was you... Actually, you might not, do you not even
know this? The thing that | merged Econ and Wine, that was in 1995, and a colleague of mine gave me
your paper in, it's a magazine called Change? No, Chance. Chance.

Orley Ashenfelter:
Chance. Yes, that's right.

Karl Storchmann:

In Chance. And you explained and then forecasted the quality of vintages in Bordeaux by referring to the
weather. And | found that so incredible. This is now a long, long time ago. That was my first thing before
| knew of you, before | knew you. And then a couple of years later we met. So, that was, that was
actually the start. And then Walla Walla was 10 years later.

Orley Ashenfelter:

Yeah, the Bordeaux equation, | guess it's actually sometimes called. | think towns like to have equations
named after them. There aren't that many that have equations named after them.

Now, eventually, of course, the association has started and there are meetings being held. And |
remember you were the one who really was very active in making these meetings happen. There have
been many now, | guess they happened... Well not COVID of course, but other than during COVID, they
happened pretty much every year. How did that start?



Karl Storchmann:

Oh, so that also is virtually an extension of VDQS. They had these smaller meetings too. The last one that
we did joint with them, that was our first one, and this was in Trier, and it was always a group of a
couple of people that do econ, statistics, and maybe fields that are close or overlap. And it is a group
that comes from everywhere. So VDQS is mainly French, but we are a global group. So, we meet every
year, if possible. COVID thwarted us twice. Every year at places that somehow have to do with wine.

And then of course it comes to the thing we are merging like economics and wining and dining. And |
think these are the only meetings where people have wine for lunch and dinner, of course. And then we
do wine touring and stuff like that. But it is also work. It's not just fun, it's fun of course too, but it is
work and it's kind of a beautiful thing to see when people come the first time, and they meet other
people and the next year they come back and they all have a joint grant and do joint research. So, it's
kind of connecting the dots. | think that is the main purpose.

Orley Ashenfelter:

Yeah, it works that way. I've been to these meetings many times and sometimes | still remember the
late great Sherwin Rosen presenting a paper where | think maybe he had done a little too much
sampling at lunch. So, | always warn people about that. | want to ask you a few questions that | think
you're particularly suited to answer. And the first is one that people ask me often. What is wine
economics?

Karl Storchmann:

That is a difficult question. It's maybe an easy question too. It's the economics, like all economic aspects
related to wine. So, we are kind of two groups. We are like econ people, like general econ people, and
agricultural economists. For us it's more we use wine as one example for other things, like if you want to
know what is the impact of experts on certain things for wine, we have actually data. So, we can use
wine as one example.

For the agricultural economists, they probably have other things in mind like yield, profit. So, there are, |
think what we once isolated as the three core questions in wine economics. This is probably much, much
more now, but at the beginning, and | like to relate it to your first paper. The first paper that was in
Chance, you had a couple of things before that. Liquid Asset was your journal back then and was all
quantitative questions.

So, in this paper, when you forecast the quality of Bordeaux vintages, it includes virtually three topics,
which | think as maybe the core of wine economics. The first thing you look at, can you use or should
you use wine as an asset in lieu of stock or maybe on top of stock. So. that was probably the first time
that people have wine, and they don't want to even drink it. They keep it because they think it'll go up in
price up to a certain point.

The second question is experts. So, we have all these experts' points and critical scores and where
experts say, "Oh, this is worth 68 points, 92 points." Bob Hodgson on your last podcast talked about this
a lot. And he kind of, | found that funny too, talked a little bit about the expertise of experts. So, these
points, they might mean little because they have a very large random component in them. So, that is
one thing. Actually you started this and | think you know this. So, that was one of the second things.

And the third thing that has become really important because what makes a good year, a good wine, a
good vintage, is weather. The weather where the fruit was grown. And for Bordeaux, when Bordeaux is
a tricky system. In year T, you grow the fruit. In year T1, you can buy actually a future, and you will get
the wine in year T4. So, the question is can you forecast the price in year T4? And if you can do that, you



have an edge over stock. So, then you know more, and you can assess whether or not it's worthwhile to
buy a future. So, climate change has become the third big topic in wine economics, but there's more.
There's reputation now and other things.

Orley Ashenfelter:

Yes, there are many. I'm so glad you mentioned that third point though, because | think the second thing
| wanted to ask you about is the connection between wine economics and climate change. | think
everywhere in economics there's now a lot of interest in climate change, but wine is a particularly
interesting case. | should mention for those that don't know, wine grapes have the most sugar of any
fruit, and their radiation use efficiency, in other words, their use of solar energy to produce biomass is
the lowest.

In fact, generally speaking, the least efficient plants are the ones that have per kilogram the lowest
prices. So, wine grapes are very expensive by the standards of most fruits and vegetables. And as a
result of that, the wine prices and the climate are intimately linked. So, | wonder if you could summarize
a little bit, | know there's way too much to summarize, but could you summarize a little bit? You have
probably the best bird's-eye view of the wine climate change issue of anyone. What are a few takeaways
you have from that literature?

Karl Storchmann:

| think we can build upon the first thing that you said, like wine or grapes need a lot of sun to produce
some sweetness, and it's the sweetness that turns the fruit into or is the yeast that eat the sweetness,
and the product is then alcohol and flavors. So, wine is very, very responsive to heat and light. And we
once wrote a paper on this many years ago on light and the rays of the sun and energy, which you can
gauge in terms of joules. So, they're very responsive to this, maybe more so than broccoli, but | don't
know, it's like other crops are responsive too, but wine just needs a kind of a minimum. So, that's the
first thing.

The second thing is also it distinguishes it maybe from cotton and soybeans and broccoli is once you
plant the vine, it's in the ground for a very long time. In fact, you will not have any fruit within the first
four years. | know you in your Jersey, you may not have food after two years.

Orley Ashenfelter:

Yeah, actually | think the best wine we produced so far was second leaf fruit. Now | don't like anybody to
generalize from that. | don't think it's a good thing to generalize that. It just happened. We were lucky.

Karl Storchmann:

But it does mean that you need to look into the future more than two or three years, and for broccoli
you don't. You have a crop in year one; you plow it and then you plant something new. That's a very
tricky thing for grapes to do, for vines to do. Once they're in, they probably reach the peak of their
productivity in year maybe 20. But there are some regions where you make the best wine or the best
wine from vines that have been in the ground for hundreds of years.

In Sonoma, it's like a lot of Zinfandel vineyards that were planted in 1880s. Really, really old. So, | think
it's the foresight that you have, and you will bind down your capital once it's planted and you cannot
change it. You cannot change it anymore. And that makes it really intriguing.

And linked to that is the price of land. The price of land per se is the price of an asset that looks into the
future. And the price of vineland or vineyard land is the same thing. It looks into the future. What is the



future yield that you might get from that plot of land? And we can see this that in regions that are really,
really hot, prices of land go down. It's not just because it's hot now; it's the expectations might be
worse. And in others that is in Germany, in the northern part of Germany on the Moselle, in the U.K.
where they make fantastic sparkling wine, the price of land goes up like a rocket. And it seems to be like
the expectations of productivity really have risen.

Orley Ashenfelter:

It's interesting. | know that you had a... | thought one of the most interesting issues of the Journal of
Wine Economics is when you asked many winemakers around the world to report on what they thought
about what was happening in their vineyards with climate change. | don't know if you remember that.

Karl Storchmann:
Yeah.

Orley Ashenfelter:

And it varied quite a lot. Could you describe briefly what? | mean there were, I've forgotten how many
people you asked. There may have been 20 or more.

Karl Storchmann:

Yeah, yeah, there was many, 20 or more. Yeah. So, yeah, we had a special issue on climate change. |
forgot the exact year, maybe 2017, and we had a couple of good quantitative papers, but we also asked
people that are known in the wine world making wine and what do they do? And | don't know the whole
list of people, but it's all people who are known and they all deal with this. So, it's no question that
climate change is happening or was happening then, and it hasn't stopped since then.

And they all have various ways like how they deal with this from pruning through watering to they
change the grapes from a grape that likes it cool to grapes that like the heat. There's of course at some
point it will end, but then they moved the whole place. So, | think that happened in Spain and Taurus,
they have moved the whole place and they have also new grapes and some find that ancient grapes,
grapes that they have planted hundreds of years ago, turn out to be really good in a warming climate.
So, it's a couple of new experiences and people have played with things and find new ways.

Orley Ashenfelter:

Adaptation | guess is what that's all about. And it takes many, many different forms. It's fascinating. |
think you led up to a question which is very broad and it's a little current, maybe too current for what
we like to do, but growing grapes is, as you say, a long-term capital investment, and it goes back a very
long way. | know the Armenians think they were the first ones to make wine or the Georgians, not the
state, but the country. In fact, | believe the AAWE met in Georgia.

Karl Storchmann:

Oh yeah, it was 2022. Yeah, it was a fantastic conference.

Orley Ashenfelter:
And | imagine they told you that they invented wine.

Karl Storchmann:



Yeah, | think there was a paper in PNAS a couple of years ago, two or three years ago, it's not too old,
where they discovered old clay and vessels. And we are like, wine is in that clay, and they carbon-date it.
And from that they know that the first wine, likely the first wine, maybe in the future we'll find wine that
was made before that, was made eight thousand years ago in a cave in Georgia or the border between
Armenia and Georgia. They're of course really proud of this and they still make this wine in this
earthen... What is this called? A vessel? What is it called? A qvevri. A gvevri. So, that's how they make
the wine. It's like the old, old way. And it's pretty unique.

Orley Ashenfelter:

| ask it partly because these are all countries that have gone through many, many transformations.
Armenia was a part of the Soviet Union, and all of them have had various transformations and typically |
think end up... Armenia was not supposed to be making wine in the Soviet Union. They were supposed
to be making spirits and it's been hard, difficult for them to, so they became alcohol drinkers rather than
wine drinkers because of government.

But there are lots of cases where, and there's one particular one | want to bring up, and I'd like to ask
you about it and see if you know anything about it. | don't know much. | looked a little, and that's the
Beqaa Valley in Lebanon. | hadn't quite realized that much of the trouble in Lebanon is actually in the
Beqaa Valley. It historically was French oriented, and everybody talks about wars and what's happening
and when the Begaa Valley comes up in the discussion, which it does because there's various political
factions there that have had lots of impact. My first question is what's happened to the harvest?

Karl Storchmann:

Oh, I don't know a thing about this. This is now the time, right? This is now the time that the grapes
should be picked?

Orley Ashenfelter:
Absolutely.

Karl Storchmann:

| think it has been done right there. It's probably not as cool as here. So, | think they probably have
started to pick in August.

Orley Ashenfelter:

They do. And | think they have started to pick, and of course Israelis grow grapes too in the northern
part, almost the same area, actually an extension more or less. And those are probably the best for
exports for both of those countries. Each time | look at the news, | keep thinking, "Why don't they ask
the most important question? What's happening to the harvest? Is it a good year?"

Anyway, | say that with some lightness, but | do want to ask you one final question. The Journal of Wine
Economics has been going for a long time, quite a few years anyway, and over that time you've observed
what's happened in lots of the research that goes on. Do you have any idea of what trends you see
coming through the research?

Karl Storchmann:



Al, for sure. So, that is going to come. So, we have published a few papers, so they sprinkled in over the
last years, but Al is going to be the big topic. Maybe not in econ, but in business, and we'll see where
that goes, but | think Al has become to be a hot topic, and | think it's going to be hotter over time.

Climate change is going to be really big too. So, it has been now a topic for a very long time, but it's
growing, and methods are really, really nice. And you can look at not just the mean temperature, but
the peaks, like how many hours or minutes the vine is exposed to a temperature higher than X. So, there
is some fantastic research there, which also comes from the research on other crops, like Schlenker is
one of the people that have trail blazed this. So, | think that is one of the next topics. Reputation has
always been a topic and there is continued research being done on that. And yeah, | think these are the
three main veins.

Orley Ashenfelter:

Reputation. Yeah, that's very critical because wine being an experience good. You rely on the reputation
of what you're going to buy. Well, it's been absolutely a pleasure talking to you today, Karl.

Karl Storchmann:

Thank you so much, Orley. That was a great interview.

Orley Ashenfelter:

Our guest today has been Karl Storchmann, executive director of the American Association of Wine
Economists. Please join us for the next episode of Vintage Year, an oral history about the origins of wine
economics from the Journal of Wine Economics and the American Association of Wine Economists. I'm
your host, Orley Ashenfelter. Thanks for listening.

Announcer:

Vintage Year is a production of the American Association of Wine Economists. Visit our website at wine-
economics.org.
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