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1. [bookmark: _Toc87129363]Executive Summary
Scotland's whisky industry owes its success to the abundant natural environment. From the fertile soils for barley production, water from the Scottish springs, extensive peatlands, and oak trees used for casks, whisky distillers depend on a thriving natural world to ensure business survival and sustainable growth. 
 
Growing scientific evidence and public concern surrounding the climate crisis, loss of biodiversity, and impending regulatory change have pushed sustainability to the forefront of public debate. Gordon & MacPhail (G&M) have become increasingly aware of the sustainability-related risks to the business in recent years and, along with many of their competitors, G&M has taken some steps to understand these risks and implement initiatives to mitigate them. 

As forward-thinking industry leaders, Gordon & MacPhail (G&M) have a long history of ensuring product quality and prestige of their parent brand and their distillery brands (‘Benromach’ and ‘Red Door Gin’) through a sound recognition of the benefits of planning for future generations. As such, they are well placed to respond to the rising challenges, and pivot to become a brand that puts purpose at the heart of their model.

This report aims to comprehensively assess all initiatives currently underway and the specific areas of challenge in implementing current and future solutions. The report also reviews the steps taken in comparison to G&M competitors within the broader policy and industry landscape and provides a set of recommendations for the next steps.

2. [bookmark: _Toc87129364]Current Initiatives addressing sustainability risks
G&M have made progress in understanding and addressing sustainability risks. Some initiatives have either been already implemented or implementation is underway:

· INITIATIVE: Production using Organic Materials. In 2006, the Benromach brand added the world’s first certified organic single malt whisky to its list of products (Webb et al., 2021). 

· Positive Sustainability Impacts: The whisky is made using only locally sourced organically produced barley, reducing harmful farming practices, and reducing input transportation. While organic farming has received criticism due to its inefficiency, lower yields, and subsequent requirement for more land, overall, several environmental benefits exist. These include preventing land and soil degradation, protecting biodiversity and habitats, and reducing pollution into soil and waterways (Cederberg and van der Werf, 2020). In addition, studies suggest that promoting the sustainability benefits of organic foods can further encourage consumer demand for organic products leading to increased sustainable production (Tandon et al., 2020).

· INITIATIVE: Reduction of GHG emissions - In 2014, in recognition of the impact of G&M’s carbon footprint, the business joined the Resource Efficient Scotland programme, delivered by Zero Waste Scotland. Upon their advice, G&Ms Benromach distillery switched from oil to natural gas directly from the mains and installed a dual fuel burner for use in the manufacturing process. 

· Positive sustainability impacts: This initiative has an estimated reduction of annual CO2 emissions by 40% (Zero Waste Scotland, 2017), reducing G&M’s contribution to global warming.

· Offsetting/Philanthropy - In October 2021, Sotheby’s auctioned a bottle - Decanter #1 - of Gordon & MacPhail 80 years old single malt whisky in an oak ‘pavillion’ case and crystal decanter for over £142,000 (Callow, 2021). The sale proceeds (minus the production costs) were donated to the Trees for Life charity in Scotland. G&M has partnered with Trees for Life to plant oak trees at Glen Affric as part of their mission to rewild the Caledonian Forest.

· Positive Sustainability Impacts: Not only have G&M funded the project, but colleagues have also actively participated in planting trees (Gordon & MacPhail, 2021). This initiative is helping to mitigate the risk of loss of biodiversity, loss of oak trees used in cask making and is also contributing to removal of CO2 from the atmosphere. Additionally, providing opportunities for colleagues to spend time in forests has many health benefits (Twohig-Bennett and Jones, 2018), and the initiative is internally increasing awareness of G&Ms environmental impacts.
3. [bookmark: _Toc87129365]Challenges to further progress
The initiatives detailed in the previous section appear to have been successful in their implementation. While the impact on costs and revenue are unknown, it is assumed that these have delivered positive environmental and social impacts. However, the consideration of future initiatives may present perceived challenges and conflicts of interest. These will need to be overcome if G&M is to become truly sustainable:

· Many of the existing sustainability solutions for the industry require significant up-front capital investments, with returns delivered over the longer term, for example, the implementation of AD systems to obtain energy from by-products (Duguid and Strachan, 2016). This may present challenges for business areas where short-term profit and loss (P&L) are considered a higher priority than long-term value creation.

· Adjusting business processes, for example, integrating sustainability data into financial and annual reporting will require additional effort. Reviewing and redesigning operational processes can be time-consuming and operational colleagues may not have the capacity to absorb the extra effort on top of their day-to-day activities. Additional headcount may be required, impacting the P&L.

· Procurement of more sustainable materials (e.g., organic grain, sustainable packaging) and improvement of supply chain transparency may be perceived as too costly in the short-term, again impacting P&L.

· A part of the prestige of G&M branding is the high-clarity glass used in bottling and decanting. While glass is often considered sustainable due to its recyclability, there is a significant shortage of recycled clear glass (cullet) of the perceived quality needed to bottle premium whisky. Recycled glass frequently has more blemishes, which may conflict with marketing and consumer expectations in the luxury market. Continuing to use unrecycled glass for bottling has damaging extractive, degrading, and polluting impacts on the environment (British Glass, 2019).

· For all but one product (the Benromach Organic), recycled oak casks are imported from Spain (previously storing sherry) and the USA (previously storing bourbon). The transportation of the casks to Scotland has a high carbon footprint, and more local and sustainable alternatives could be sourced. However, the flavouring of the whisky is highly dependent on maturation in the different natures of the pre-used casks (Stefani, 2020). Therefore, sustainable alternatives may not produce the same flavours naturally, thereby impacting the product quality and viability.

· In 2018, the SWA reported that Scotch Single Malt exports had risen 14% year-on-year and accounted for 78% of UK spirit exports (De Almeida, 2018). While increase in exports has contributed to G&Ms growth, this results in increased shipping and transportation emissions. It may be considered desirable internally to continue to pursue growth, but environmental impacts need to be considered.

· Research suggests that transparency is ‘more important than ever before’ (Steele, 2021). Consumers equate transparency with trust and expect businesses to be taking responsibility for their environmental damage. The requirement for transparency will demand that G&M are open with their activities and solutions, and this may cause concern that competitors can use this information to gain a competitive advantage. According to the Network for Business Sustainability, “The sustainability challenges our world faces today are too big for any individual company to tackle. Pooling resources, intelligence, leadership, and common sustainability goals with other companies, even with competitors, can elevate the level of results and make a significant difference.” (Divito and Sharma, 2016). This approach has proven successful in other sectors, e.g., chocolate (Tony's Chocolonely, n.d.)
4. [bookmark: _Toc87129366]Comparative analysis of sustainability level against competitors

Throughout Scotland, there are over 130 grain and malt distilleries (SWA, n.d.). As a mid-sized company with c.150 employees, G&M produce 500,000 Litres per annum of whisky. A range of similar distilleries and brands have been reviewed at a high level, and four have been selected for a more detailed comparative analysis to understand G&Ms current sustainability level within the sector, based on size, brand prestige and volume.

Sustainability commitments within the sector

When considering G&Ms progress against competitors, it is necessary to understand the wider legislation and industry body commitments. While many competitors may not publicly declare their sustainability initiatives or strategy, they are bound by the same targets and therefore may be making progress. Concerning tCO2e reductions, the Scottish government have committed to several emissions reductions’ targets (Stando, 2021) and committed to fully reaching Net Zero by 2045, five years ahead of the UK Government. 

The Scotch Whisky Association (SWA) has launched a more ambitious strategy for all its members within the sector (including G&M) to reach Net Zero by 2040. Regarding the wider sustainability agenda, the SWA have identified four specific areas of focus, and the UN Sustainable Development goals most appropriate for the sector:

· Tackling climate change (SDGs 13 and 7)
· Using water responsibly (SDGs 6 and 14)
· Moving to a circular economy (SDGs 9 and 12)
· Caring for the land (SDGs 15 and 2)
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Comparative analysis of sustainability level of competitors (all are SWA members)
	Single malt brands and owner
	Employees
	Annual Turnover
	LPA (across all brands)
	Publicly declared sustainability strategy?
	Publicly confirmed Initiatives

	Gordon & MacPhail / Benromach 

Private/Family owned (Speymalt Distilleries Ltd)
	154 (Symon, 2018)
	c.£34 million (Reid, 2020)
	500,000
	No comprehensive strategy announced.
	As above

	Lagg / Arran / Lochranza


Privately owned
(Isle of Arran Distillers Ltd)
	73

(Peirce, 2021)
	c.£11 million

(Peirce, 2021)
	2,000,000
	No comprehensive strategy announced, however within the annual full account filings, it is noted that the company is continuing to explore solutions to reducing its carbon footprint and is fully supportive of the environmental strategy set out by the SWA.
	Limited information on all Isle of Arran brands, however, the Lagg distillery was recently opened with a press release suggesting that sustainability was heavily considered during the distillery design. The distillery has a green roof, and they have declared intentions to use by-products to power neighbouring barley farming (Murphy, 2019).

The green roof offers sustainability benefits such as improved thermal insulation, improved air quality, noise reduction, runoff reduction, biodiversity gains and natural resource sustainability (Rosasco and Perini, 2019).


	Glenfiddich/The Balvenie

Private/Family owned (William Grant & Sons Ltd)
	Unknown
	c. £1,425 million across all brands (whisky plus other spirits
	43,000,000 
	No comprehensive strategy announced however their website confirms a sustainability strategy is due to be launched. Some individual initiatives have been announced.

“In the coming months, we'll launch our 2030 Sustainability Programme that will provide information about our global sustainability initiatives." (William Grant & Sons, 2021).
	Glenfiddich have launched a sustainable transport model using biogas technology. They are now able to convert their industrial waste into ultra-low carbon fuel to use in their fleet. (Glenfiddich, 2021). 

The press release suggests this is one of a range of sustainability initiatives taking place to bring them in line with the SWA Sustainability Strategy

	Benriach

Public listed
(Brown Forman)
	c. 165 in 2016

(McCulloch, 2016)
	c £4.62 million in 2016
(McCulloch, 2016)
	5,200,000
	Yes – comprehensive sustainability strategy publicly available across all Brown Forman rands. The strategy is mapped to SDGs with detailed targets and commitments across all key areas, including water use, natural resource use, energy, diversity, pollution. (Brown Forman, 2021).
	Benriach, along with other distillers are members of a consortium – The Combination of Rothes Distillers Ltd – who have come together to create a new energy plant to use whisky by-products to generate energy and return to the national grid (Bruning, n.d.).

Integrated ESG reporting in place (Brown Forman, 2021).

At the time of reporting, no other sustainability-related initiatives were available in the public domain.




5. [bookmark: _Toc87129367]Conclusion and Recommendations
Gordon and MacPhail have clearly recognised the importance of becoming a sustainable business given the actions they have taken to date, visible through available press releases, and Zero Waste pledges. Against their peers they appear to have made substantially more progress than some, but less than others. The release of the SWA sustainability strategy has raised awareness in the industry as a whole of the need to become carbon neutral, work within the circular economy, ensure sustainable water use, and take care of the land. The actions of the SWA appear to have catalysed sustainability initiatives among many industry members.

The sustainability challenges specific to the whisky industry are well understood and well documented, and the SWA evidently takes sustainability seriously. Concerning climate action, a detailed report was commissioned by the SWA into the industry challenges and available solutions. The report was produced in 2020 by Ricardo Energy & Environment, offering scenario modelling for several Net Zero pathways. Workshops were held in February 2020 with SWA members to walkthrough all potential decarbonisation scenarios and solutions, to assess perception of each solutions credibility (Sibille, 2020).

Although there is clear awareness, understanding of the challenges and participation in industry discussions, most companies reviewed had no publicly available comprehensive sustainability strategy. Those not owned by a larger PLC appear to be the most ad hoc, with no clearly structured framework and obvious direction. Again, apart from a small number of those with large PLC parent companies, all companies lacked transparency, making it difficult to assess whether they are working to a set of defined targets with a deliverable plan.

A key recommendation at this point would be to explore further potential sustainability initiatives, consider a new vision and purpose, and research appropriate sustainability strategy frameworks, targets, and business cases to enable prioritisation.
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