$225-Million Suit, Filed Against Gallo,
Alleges ‘Vertical’ Control of Market

By HENRY WEINSTEIN

Special to The New York Times

SAN FRANCISCO, Jan. 2—A

discriminates
growers under long-term con-

agalnst grape

tracts by setting artificially low

prices for some. Additionally,

more than 50 labels, including
such popular low-priced brands
as Red Mountain; Ripple, Thun-
derbird, D. Boone’s Farm Apple’

$225-million antitrust suit Was he contended that the hours Wine and Madria-Madria San-
fl]@d 1n Federal District Court and pay Of farm “rOrkers are re- gria.

here today against the E.&J.
Galio Winery, by far the na-
tion’s largest vintner.

The suit, filed by three farm
workers and three consumers,
alleges that Gallo, which has
estimated sales of $250-million
a year according to the suit, il-
legally controlled prices in the
low-cost wine market.

The class action suit charges
that Gallo controls the domes-
tic wine industry in a “vertical”
fashion. Barry Winograd, a lo-
cal attorney, charged that Gallo
and several subsidiary compa-
nies monopolize the popularly
priced market by Trestrictive
practices against growers, dis-
tributors and consumers.

Injunction Sought

Besides damages, the suit
asks for injunctive relief, and
requests that Gallo and its vari-
ous subsidiary corporations,
business affiliates and opera-
tions be subjected to a courl
order requiring divestitures in
order to prevent recurrence ol
the violations alleged.

Dan Solomon, communica
tions director of the Gallc
Winery, said, “we haven’t seer
the suit yet. But based on whal
we heard about it from the
news media it is absolutely
groundless. It is another ex
ample of the United Farm Work
ers irresponsible publicity-seek
ing efforts.” The three worke
plaintiffs are members of tht
U.F.W., although the unijon it
self is not a plaintiff. |

“The wine industry is strict
ly regulated by Federal an
state agencies and we abide b
those rules,” Mr. Solomo:
added.

Mr. Winograd, one of th
plaintiffs’ attorneys, said Gall

duced to an amount less than
free competitive conditions
would allow and that Gallo lim-
its grape production in areas
under contract.

The suit also contends that
Gallo discriminates- on distribu-
tion and retail levels, offering
special price deals, exclusive
territories and advertising help
to favored ccnsumers, then cut-
ting off those purchasers who
break Gallo’s conditions. All of
this results in artifically high
prices to the consuming public,
the suit charges.

Major Producer

The suit said Gallo also en-
gaged in the following illega
acts:

GRefusing to buy from and
discriminating in price against
growers who attempt to negoti-
ate as part of grower associa:
tions, -
GRefusing to sell to distribu
tors who have purchased wine
from competlng producers anc
threatening to terminate busi
ness, and doing so, dealers wh
deal with Gallo competitors.

gRequiring Gallo distributors
as a condition of being and re
maining dealers, to purchase al
or substantially all of their re
quirements from Gallo and betl
threatening to and actually cut
ting off dealers who fail to hon
or this condition.

GCausing distributors to re

quire retailers as a condition o :

purchasing certain Gallo win
products to purchase other Gal
lo products.

§Engaging In a concerte
false, deceptive and misleadin
campaign of advertising abon
the nature and quality of Gall
wine products,

Gallo markets wines unde
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According to industry sourc-
es, almost one of every three
bottles of wine sold in the Unit-
ed States is produced by Gallo.
These sources estimate that
‘Gallp sold about 100 million of
the 347.3 million gallons of
‘wine distributed in the United
States in 1973.

The company accounts for
roughly 45 per cent of Califor-
nia’s annual production of
243.4 million gallons, which in
'turn accounts for about 85 per
‘cent of domestic production.
| Until recently, Gallo was al-
most exclusively in the so-
called “pop wine” field, but
‘over the past year it has started
to aggressively market higher-
quality varietal wines includ-
ing cabernets, colombards, and
a sauvignon blanc.

Damages Sought

The class actions specifically
ask for $15-million in damages
on behalf of the three farm
'worker plaintiffs and $60-mil-
lion for three consumer plain-
tiffs. Antitrust damage awards
are automatically tripled for
successful plaintiffs, thus the
total damage potential in the
suit is $225-million.

Although the sult was not
brought on behalf of the U.-
F.W., which has been waging a
boycott of Gallo’s wines since
mid-1973, five of the six attor-
neys for the plaintiffs are em-
ployed by the union. ‘

Gallo had a contract with the
U.F.W, from 1967 to 1973, but
then switched to the Teamsters
Union. Cesar Chavez, president
of the Farm Workers union,
icharged the new pact was a
'sweetheart agreement, more
‘beneﬁcial to the company than
the workers, and litigation is
|pending on it.




