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[bookmark: _Toc11321506]Introduction

The supply chain that forms the logistical means to manufacture, transport and finally consume champagne has a long and rich history which has constantly evolved. It has endured changing market trends, intense competition and the modern systematic approach to waste reduction and a leaner supply chain to ensure that the desired product has remained readily available for the consumer.
This essay will focus on a number of areas using academic resources as well as management consultancy articles to bring relevance to the topic. Within this, a series of models will be introduced and analysed to support the arguments surrounding risk and resilience. Firstly however, it shall look to critically evaluate the potential risks associated with the international Champagne supply chain before evaluating the steps that can be made to ensure a more resilient supply chain. Finally, and as a result of these findings, it will suggest a series of changes that might be made to the supplier appraisal process within the Champagne supply chain on behalf of a large UK national retailer with a strong market share in its sector.
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A supply chain has been described a system that “… consists of all stages involved directly or indirectly in fulfilling a customer request” (Chopra, S and Meindl P, 2001). It can therefore be a large and complicated network of interlocking stakeholders whereby a great deal of vulnerability can take effect. It is therefore of vital importance for all stakeholders within this supply chain to work to mitigate these vulnerabilities to ensure efficiency of supply and ultimately satisfaction throughout. 
Champagne is famous around the world as being the finest and most exclusive sparkling wine with the terms often being used synonymously – albeit incorrectly. The Champagne market alone is worth 4.9 Billion Euros of which 2.9 Billion Euros are for export with some 16,000 winegrowers and 340 houses of Champagne accounting for this. The UK is the largest importer of Champagne with a total of 26,767,068 bottles being imported in 2018 in what is clearly a vast, complex and highly lucrative supply chain network (Champagne.fr, 2018). The name maintains its exclusivity due to a series of complex EU law with protected designations of origin (PDOs) or protected geographical indications (PGIs) ensuring that the name cannot officially be used for any product outside of these very specific remits. 
To maintain such a high degree of import of a product, a supply chain must have a degree of resilience. This however does not exclude a huge number of vulnerabilities from having a potentially devastating effect. This essay shall begin by critically evaluating the potential risks both internal and external by utilising several management tools including a PESTEL (Political, Economic, Social, Technological, Environmental and Legal) analysis of the external macro-environment before utilising the Enterprise Risk Management model to analyse the internal risks that may show a vulnerability to this supply chain.  
Globalisation has been a driving force of the world we live in with it increasing significantly in pace of the past 40 years with huge developments particularly in I.T, transport efficiency and communications. UK trade policy, particularly with France has also been significantly directed by the UK’s acceptance into the EU in 1973 and as such, any essay on supply chain management between a product from France being exported to the UK would be deeply flawed in not raising the issue of BREXIT as the main and overarching risk factor. Since the referendum on June 23rd 2016, the UK has been in a state of political flux having now seen three Secretaries of State for Exiting the European Union (BREXIT Secretaries) and soon to be three Prime Ministers in this time. Britons have become "angrier about politics and society" since the 2016 EU referendum, making the U.K. feel "deeply divided and uneasy with itself," according to a new survey by the PR agency Edelman (Mischke, J). Uncertainty surrounding Brexit has now been quantified and with figures suggesting a downturn in UK economic growth, it has been suggested that the UK economy is suffering from a “Brexit hangover” (Isaac, A 2019). This political uncertainty will have huge and potentially very damaging consequences for British business and it is no coincidence that the British high street has seen its worse footfall figures since 2013 with a 3.5% decline in May 2019 (The Guardian, 2019). Of course, Brexit and UK politics are not the only things that may have an effect on the supply of Champagne into the UK from a political standpoint. France has seen a huge surge of protests recently dubbed the ‘yellow vest protests’ “…began in November after public anger against fuel tax rises. Those were subsequently scrapped but the movement has since morphed into a broader anti-government protest.” (Euronews, Reuters 2019). Protests have now reached their 30th weekend and still attract number reaching around 10,300 in strength. Whilst this is down from the high of 300,00 in November and December, it is still a worry for the stability of supply. In an area of particular interest for the supply network between Europe and the UK, French strikes have also caused huge disruption at the Eurotunnel, one of the main avenues of British import (theconnexion, 2019) as well as at Calais and Dunkirk where officials held a work to rule strike causing several miles of tail-backs and large delays (Gutteridge, N. 2019). These vital shipping routes are clearly imperative to UK import and export to Europe and as such it causes a potentially very large risk to the supply of Champagne into the UK. It is clear that the political risks to the supply of Champagne into the UK are enormous and depend on factors far beyond the reach of the influence of even the largest of UK national retailer as per the scope of this essay. The business sector is feeling the negative force of Brexit for now and may continue to do so for some time. Clearly however there will be opportunities that will arise, and with a new Prime Minister in the UK arriving imminently and Brexit due to happen on 31st October 2019, there may be certainty ahead. 
From an economic standpoint it is important to look at the changing nature of the value of the pound (GBP) highlighting its downward trend since its peak around 2015. This can be seen from the below graph (XE, 2019):[image: ]
 Graph showing the value of the GBP against the Euro
In effect, this will have made the purchase of Champagne from the supplier far more expensive as the GBP has decreased significantly in value. This may have had a direct result in 4 million fewer bottles being purchased in the UK in 2017 which has been blamed on “…societal changes in Britain, a rise in prices for the French fizz, and an altered approach to selling the product in the UK’s major retailers” (Schmitt, P 2018) however this will be analysed later when looking at societal change in the UK as well as how the supply chain could be made more resilient. For now however, the devaluing of the GBP against the Euro resulting in increased cost for the product remains an important statistic when looking at the nature of the supply of Champagne.
[bookmark: _GoBack]As has been alluded to, there have been significant societal changes within the UK over recent years. Andrew Hawes, Chairman of the UK Champagne Agents Association and managing director of Mentzendorff, the UK importer and distributor for Bollinger stated that there has been “continued societal change in how we eat and drink, full stop…Champagne hasn’t been give the same shelf space or the same strategic importance in driving footfall [in UK supermarkets], so the enormous shipments in November or early December have not gone out.” (Schmitt, P 2018). This suggests that retailers are targeting specific products designed to give the largest increase in footfall and have changed focus to those that provide this, alongside a more profitable product. Furthermore, there has been an increase in the use of supermarkets such as Aldi and Lidl who sell products at an every day low price, often utilising own brand or significantly cheaper products and as such have increased their market as can be seen using the graph below from Kantar (Kantar, 2019).
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Graph highlighting market share change between 11 Sep 16 and 19 May 19
 In this graph where the lower number represents market share on 11 Sep 16 and the upper number represents 19 May 19, only Lidl and Aldi have increased their market share at the expense of others with all others either seeing a shrink in market share or remaining static. Whilst it is clear that there is still a significant gap before the status quo changes completely in this regard, clearly societal changes are being seen within large UK supermarkets which will continue to have an impact on what supermarkets look to stock and sell. 
Other societal changes within the UK include a dramatic increase in the utilisation of rival products to champagne. English sparkling wine is seeing large increases in sales; “…4 million bottles of English sparkling wine were produced and that is set to rise to around 6 million this year” (Haigh, P 2018). It has also been noted that “…Tesco and Sainsbury’s say sales started to rise rapidly in 2011-12, and the Independent reports that Prosecco consumption doubled in the UK from 2013-14” (Haigh, P 2018). With these dramatic societal changes including shoppers shopping from lower cost shops and an increase in consumption of products that directly rival that of Champagne, it is clear that this will provide a direct risk to the international supply chain as a direct result of demand. 

Technology has advanced exponentially in recent years and is now a clear and direct influencer on a supply chain. It has meant that supply chains have been able to become more efficient with faster, more economical and cheaper transport, whilst I.T systems have meant that tracking and accounting has become far more manageable in the large quantities that are used. Better technology has also made it easier to increase the quality and quantity of products including rival products to Champagne. It is therefore highly relevant to suggest that high quality rival products can be imported from further away, often at the lower cost which satisfy consumer tastes. Coupled with this has been the dramatic increase in the use of social media. Whilst there has been little to no significant research into how social media has affected the consumption of products like Champagne, it has been noted amongst some users as having an effect.  As noted in a recent article; “…we see a huge amount of people taking pictures with glasses and putting them on social media sites is a much more affordable drink, but gives [off] that elegance you get with champagne." (Rimmer, M 2017). Technology which allows a cheaper supply of a cheaper product with larger profit margins may be having a large and potentially detrimental effect on the supply chain of Champagne whilst the marketing and social gain that comes from the rival products being purchased as an alternative for social media technology will see a decrease in demand which has already been noted as a considerable risk. 

Historically it could be suggested that the environment should be the largest single factor to be seen as a risk to the international supply chain of Champagne. The product is derived from grapes which require a very specific environment including perfect soil, weather and temperature conditions. The increase in production of Champagne has negated this risk dramatically and huge quantities of Champagne are stored in reserve to combat any bad harvests (champagne.fr). Naturally these reserves would not be able to be maintained forever, however do provide a buffer. As has already been discussed, technology is also able to play a significant role and should several bad harvests have a detrimental effect on the output of Champagne, it would be able to assist with its production in creating suitable conditions as well as storing it for longer in conditions where it would not be ruined.  As such, whilst the long-term supply of Champagne may be affected by a dramatically changing environment, there is enough stock in reserve to allow for sufficient time the prepare for alternative means of harvesting the grapes and would not provide a significant problem to the supply chain itself.

The main significant legal factor which has already been briefly discussed are the EU laws surrounding naming rights and exclusions. These PDOs and PGIs ensure that the product name cannot be copied unlawfully which ensure that the supply of Champagne is protected. These are highly protected and very unlikely to change. Other legal factors that could affect the supply chain network for Champagne may be that of regulations surrounding emissions from transport. This scope of this essay surrounds that of a large national retailer who will always ensure that these legal frameworks are met and that the business will not fall foul of regulations. 

Whilst understanding and manipulating external risk factors is of great importance to ensure efficiency of a supply chain, these are often outside of the control of any given supply chain as seen in the paragraphs above. Of vital importance, and often an element that can be controlled more satisfactorily are the internal risk management procedures where risk is held within the organisations own four walls. There are many ways and models to do this, however this essay will focus on the model set out by the Moncler Group whereby an Enterprise Risk Management (ERM) model has been adapted. Moncler state that “the objective of the ERM model is to manage them through specific prevention and control measures incorporated into Company processes, designed to eliminate the risk, minimise its likelihood of occurrence, or contain its impact in the event of occurrence”. Here it is important to note that there are three elements to internal risk management; the elimination of risk, minimise the likelihood of a risk occurring or contain the impact should it occur. It has been stated that “reducing vulnerability means reducing the likelihood of a disruption and increasing resilience” (Sheffi and Rice 2005) and this is clearly true of all three f these areas under the ERM model. There are many internal risks that may effect an organisation and it would be inappropriate for this essay to suggest a finite list, however it is clear that the financial strength, resources and planning will have a large effect on potential supply chain risks. Should a business have the financial depth, they may be able to ‘ride out a storm’ if there is a disruption to supply and can also utilise their financial power to increase market share and strength; an element that will be looked at in more detail within the next chapter. Furthermore, key company infrastructure may play a part in an organisations internal risk factors. If the business owns too my property, or too little it can have an effect on the financial resilience of a company. As has been discussed, transport and logistics also play a vital role within an international supply chain as this essay is focusing upon. An organisation will need to balance the research and development of better and more efficient technologies alongside its current usage, as well as the short- and long-term risks and reward of changing its methodology. 

Naturally it can be seen that even with this small list of internal factors, a business has to balance a tightrope with regards to where it mitigates its risk. None of the external or internal risk factors discussed here are exhaustive, and subsequent elements such as corruption, taxes as well as a lack of visibility within a supply chain all add to the risk and vulnerability of it. A large organisation with a diverse albeit settled supply network as per the scope of this essay will still be analysing and looking to mitigate against risk whilst seeking continuous improvement. The argument towards reducing risk within such a supply chain is unwavering and whilst the potential risks have been analysed in this section, of paramount importance is how to make the supply chain more resilient and will be the main focus of the next chapter. 
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As has already been stated to some degree, increasing the resilience of a supply chain to mitigate against risk, inefficiency and potential loss is paramount to the success of a supply chain both short and long term. In short, supply chain resilience is the ability to recover a supply chain’s original shape and performance within an effective timeframe following a disruption allowing for a capacity to absorb and bend with impact resultant from a range of flexibility and adaptability. These issues can ultimately determine whether a business succeeds and Price waterhouse Coopers (PwC) are effective in their analysis of this area:
“Supply chains today are complex and global, and for many are regularly disrupted, often opaque and increasingly regulated. Coupled with the megatrends of accelerating urbanization, resource scarcity and the breathtaking pace of technology proliferation, supply chains continue to rapidly evolve and transform. Yet, the majority of companies do not regularly assess the resilience of their supply chain:
90% do not know if key suppliers have business continuity plans
75% experience at least one major supply chain disruption a year
42% experience a major disruption below tier 1”. (PwC, 2019).

This scathing analysis shows that even though the importance of resilience in a supply chain is virtually common knowledge, it is still often being overlooked. 
There are many tools that can assist with increasing the resilience of a supply chain from the viewpoint of a business. One of the earlier yet most effective models is that of Porter’s Five Forces as seen in the diagram below: 

[image: ]
Porter's Five Forces

One of the most powerful tools to assess market competitiveness, it can easily become transformed to highlight a key risk to an organisations supply chain – rival organisations. Whilst this essay will not go into great detail in its analysis of the utility of Porter’s Five Forces model, it is key to understand some specific areas that are directly relevant to supply chain resilience. A business must be aware of the threat of new entrants to an existing market. As has already been discussed, the Lidl and Aldi effect has seen a proportion of market share being taken away from the traditional big supermarket names and may have had an effect on the market response to the supply chain or Champagne. By understanding the potential of this and the threats that may be faced, a business can enforce a robust approach to maintaining and growing their own market share and thus their ability to ensure a stable, effective and resilient supply chain. By understanding the supplier power, it allows a business to determine how easy it is for a supplier to increase their prices or shift their service to a rival. From the position of a large national retailer, there is a potential that the scale of sales is simply high enough to protect this position but as has been seen, the very nature of Champagne ensures that supply is a protected commodity in several ways. Directly related to this is buyer power. From the large national retailer in question, it may be possible for a buyer to drive prices down. This may allow a business itself to become more resilient, passing savings onto customers to increase footfall and sales, or investing the profit into other areas of growth. Finally, and a matter that has been discussed at great length in the previous chapter is the threat of substitution. This is clearly apparent within the Champagne supply chain and must be managed effectively to ensure resilience is maintained. These factors together highlight the effect of competitive rivalry from all aspects within business. This rivalry may have a serious effect on a supply chain, and by having an awareness of these competitive pressures, measures can be put in place to build the so sought-after resilience. 
One method to increase the resilience of a supply chain is to fully understand the nature of the position of the buyer, supplier and what is being supplied. Only one a business has categorised the item in such a way can they understand the investment required to maintain the resilient supply chain. This can be achieved through utilising the Kraljic model, a simplified version of which can be seen below:

[image: Related image]
Kraljic Model (mindtools, 2019)
A business should categorise an item in one of the above quadrants which will determine the outcome required. For example, the strategic items with high supply risk and high profit impact may deserve the most attention from a business whilst a leverage item with a high profit impact and low supply risk may require substituting products or suppliers or placing bulk orders. This essay will focus on the bottleneck quadrant however where Champagne lies within a supply chain of a national retailer with a large market share. It has already been established that Champagne sales have fallen and it is clear that the sales of Champagne are not a huge profit driver for this type of business. It has also been established that due to the nature of the product, there is only a finite amount that can be purchased from a particularly defined area of the world with a limited supplier base. The product may therefore be deemed relevant in maintaining the diversification of business and encouraging a particular type of customer to purchase from a business however is not a product that the business should focus excessively upon. Kraljic suggests that resilience for the supply chain regarding a bottleneck item where there is this low profit impact yet high supply risk can be achieved through overordering when the item is available and using the strong position of the buyer to be able encourage continued supply. They may also “require specific market analysis and decision models for resolution” (Kraljic 1983). Regarding the resilience of the Champagne supply chain in this study, a large national retailer would be able to do both of these things, using its effective and consistent profit to over order when needed, as well as being able to analyse market data effectively with regards to forecasting demand. It is important to remember however that this model must be used understanding that a products positioning within the model is subjective. Over reliance and systematic use may lead to incorrect categorisation and an incorrect management of a products supply chain.  
Another factor that can have a large impact on resilience is the use of technology. Enterprise Resource Planning tools can be used to great effect to manage inventory and increase the efficacy of a supply chain. Once effective analysis has been achieved in order to forecast the required inventory of a product, it is important to be able to manage the inventory to get it to the required amount. Over purchasing and storage may lead to increased and unsustainable inventory and storage costs, whilst under purchasing may lead to potential customer dissatisfaction and use of a competitor. To achieve this balance, a business must develop a strategy in line with the supply chain methodology in which they wish to adopt. Lean supply chains have been described as to “imply a "zero inventory", just-in-time approach” whereas “a key characteristic of an agile organisation is flexibility” Christopher, M and Towill, D. (2000). To achieved the desired level of resilience within a Champagne supply chain, it must therefore be argued that it is imperative to be agile. Large retailers by their very nature hold stock, and must be flexible to accommodate for increased demand, whilst retaining the resilience to lower prices.
An alternative development in technology that could be used to assist with this supply chain is a system called blockchain. Originally developed to track bitcoin transactions and in its infancy with assisting with supply chain management, it has been seen to be effective in some instances. At the core of its technology, its “instantaneous transmission via the internet eliminates banks' two- to three-day clearing process and accompanying costs for transferring money from one account to another” (McKinsey, 2017). With transactions becoming more regular and in larger quantity, this money saved will potentially allow a business to save vast amounts of money that can be re-invested into growing the resilience of the supply chain elsewhere. Furthermore, the use of blockchain allows for full transparency within a supply chain and with the growing concerns around social governance is a very important business tool that is being utilised. Paul Howard who is a wine economist and expert has already suggested “Blockchain will be coming for the wine industry and will change it radically.” (Jenks, T 2018) and this is predominantly so that purchasers can ensure that the wine comes from where it says it comes from and that it is being developed legitimately. Establishing this model would however need systematic and cultural change within a business which can be hard to establish and whilst it is in its infancy within this area, a business may find that it is too much of a risk to take before it becomes fully proved by an early adopter.   
Another argument to achieve increased resilience within a supply chain is by lowering prices for the consumer to increase overall sales and can be seen with a particular retailer using Champagne as a loss leader in the past (ESM, 2016). By doing this, the retailer is able to maintain great relations with suppliers by continuing to purchase stock and invest in the product whilst using the marketing achieved by having such an offer to increase footfall and sales of alternative products. Only a business with sufficient revenue would be able to achieve this method, but it can be a highly successful method in achieving longer term resilience.
Beyond these examples, one of the traditional methods of managing risk is to create diversification of suppliers. This is where a business will purchase their desired product from a range of suppliers. It is effective because “Supply chain diversification mitigates your risk by making sure you have a diverse supplier base, no matter what problem may arise” and “true diversification is more than just onboarding a bunch of new suppliers. In order to optimize your risk management, you must be strategic in the suppliers you choose” (Zullo, T 2019). This may mean choosing from a range of large and small suppliers, purchasing from suppliers who are separated geographically or purchasing from businesses that have huge growth potential alongside established ones. Within the Champagne supply chain not all of these can be achieved. By the products very nature, it is impossible to purchase from a wide geographical area however it is possible to purchase from different producers and Champagne houses. Further down the supply chain, it is also possible to outsource transportation to a wide range of businesses and ensuring that the consumer is presented with choice. 
An alternative method that can be utilised is stockpiling. This source if risk mitigation involves purchasing a bulk amount of stock, often when the price is low or to assist with decreasing the price during the negotiation phase. The downfall of this is that the cost of storage may outweigh significantly the cost savings and with a product such as Champagne, it must be stored in a specific manner or else it wastes. 
It is clear that there are many ways to mitigate against risk within a supply chain. Many of these will be used at some level however it is also clear that it can be impossible to prevent the consequences of a risk-taking place in all instances. Particularly with external risk factors, it is often better to have contingency planning methods in place and utilising risk mitigation techniques as discussed to ensure that should an event occur that is likely to disrupt, the supply chain has the resilience to be unaffected as much as possible. By controlling the internal risk factors effectively, systems can be put into place to ensure that there is the flexibility and adaptability within a supply chain to ensure that contingency planning can take effect before the supply chain is irrecoverably effected. 
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A supplier evaluation and appraisal process takes places when a business is deciding on which supplier to use. The evaluation is “…conducted at the tender stage and can be in the form of either a questionnaire, interview or site visit to assess the supplier’s capability in terms of capacity, financial stability, quality standards, performance and organisational structure and processes in place” (CIPS, 2019). This information then allows for a business to engage in supplier appraisal and the subsequent contractual agreements. 
This process can be long and expensive for both the business and the supplier however it is an important risk mitigation exercise for both. The business must be confident in knowing that a supplier can achieve what they have stated whilst the supplier must know that engaging in the agreement is the correct course of action for themselves. The business may want to assure themselves that there is a satisfactory level of competence of the supply staff and that the capacity in terms of physical, intellectual and financial resources are able to satisfy the buyers requirements. Importantly with a product such as Champagne, the quality standards must also be met. For these reasons supplier evaluation can be enduring throughout the supply agreement. 
In establishing new systems towards the supply appraisal process, it can be looked at in the short, medium and long term goals. Within this supply chain context, short term will be anything that can be achieved within one month of initiation, medium term being anything between 1 month and 1 year whilst long term is anything over 1 year.
Short term systems that would be possible to put in place would be to establish a process of vendor rating. This will enable both a buyer and seller to be able to quantify any given agreed area which allows for transparent evaluation from both sides. By holding the supplier to account in this manner should create a system of continuous improvement which will build resilience into a supply chain by ensuring that supply risk is mitigated. 
Further short term methods would involve engaging directly with suppliers to ensure that they are on track to meet demand without any problems. With this increased relationship, early warnings of disruption are more likely to be communicated and can therefore be dealt with before the supply chain collapses entirely. 
A medium term method for improvement would be to develop the supplier. As highlighted within Chapter 2, 90% of businesses do not know if key suppliers have business continuity plans. By ensuring that this investigation is achieved and by engaging with suppliers early, issues can be alleviated further down the line. Within the supply appraisal process it might be important to look for supplier potential, and assisting with implementing a business continuity plan for the supplier may help both sides. This should be taken in context with Kraljic’s model, and if as suggested Champagne is indeed a bottleneck item, the engagement and assistance should be in line with this.

A long term method of improving supply appraisal could be a willingness to accept the importance of developing technology and by establishing the use of blockchain within the supply chain could increase profitability as well as accountability across the network. By ensuring that the supplier agrees to these types of continuous development, continuous improvement can be achieved.
The supply appraisal process must be looked at as a whole, and in doing so must ensure that the product supplied is suitable up until its disposal. By ensuring that the bottle is fully recyclable is attractive to an ever changing consumer base whilst it may be seen that decreasing the weight of a bottle will reduce glass use and transport costs, creating further profit or passing savings to a consumer.
By implementing process to understand the external risk factors across the supply chain, a greater forecasting of both supply and demand can be achieved. This will ensure that the correct suppliers are chosen across the supply network and that they are engaged with effectively. 
Although Champagne can only be derived from a particular area, the supply network is complicated and constantly developing. Key to the success is ensuring that the supply chain is agile in its nature and can be necessarily flexible. This essay has highlighted a large volume of risks that may be seen whilst also showing ways in which it can become more resilient. 
From the context of a large national retailer whereby Champagne only provides a small degree of profit, it is imperative that the business develops the supply chain accordingly. Over investment may bring waste, both in lack of profit alongside physical waste however within an over-riding business plan, it may be decided that the diversification within a business by stocking Champagne provides for a customer who will pay more for other things thus ensuring the overall success of the business model. As already noted, key to this is understanding the supply chain network in full, including all of the internal and external risk factors. It is them important to build the necessary resilience into the supply chain, all of which will feed into ensuring that the correct supply appraisal process is developed, monitored and constantly improved. 
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