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1. [bookmark: _Toc102335158]Executive Summary

“Alcohol adversely impacts 13 of the 17 Sustainable Development Goals (SDGs) and a total of 52 targets, effectively intersecting all three dimensions of the 2030 Agenda (economic, social, and environmental)” (World Health Organisation, 2020).

Gordon & MacPhail (G&M), based in the north of Scotland, are manufacturers and bottlers of premium scotch whisky and gin, exporting their products to over 50 countries. The scotch whisky industry alone in 2021 represented 75% of Scottish Food & Drink exports, at a gross value of £5.5 billion to the UK economy (Scotch Whisky Association, 2019). While the market has seen recent post-pandemic growth, there are several reasons the industry is concerned about its future. According to the World Health Organisation, alcohol production and consumption negatively affects 13 of the 17 SDGs, cutting across environmental, social, and economic harms.  As a Group 1 human carcinogen, Gordon and MacPhail’s products contribute to a significant global impact on health. Within the European region, it is estimated that 10% of all deaths are attributable to alcohol consumption (World Health Organisation, 2020, p.2-3). While many countries attempt to minimise the harmful social and economic impacts through increased alcohol taxation and regulatory product health warning labels, studies suggest that alcohol consumers pay minimal attention to the warnings, rendering such labels ineffective (Kersbergen and Field, 2017). However, recent studies suggest that alcohol consumption is in decline, with younger generations preferring innovative ‘NoLo’ (Non-alcoholic and low alcoholic) beverages (Bandoim, 2020).

Additionally, the production and distribution of whisky relies heavily on fossil fuels, water consumption and depletion of natural resources (SWA, 2021), such as peat, and materials used in packaging production for card, glass and plastics. Collectively these, and many other factors, are contributing to climate change (Sovacool et al., 2021), water scarcity (Amos, 2021), supply chain disruption (STV, 2021) and biodiversity loss (ScotGov, 2021). 

As a family-run business founded in 1895, G&M’s prestigious reputation is rooted in its adherence to tradition, time-honoured processes, and stability (Whymark, 2021). In Forbes Magazine, Soulaina Gourani writes that while traditions are important, and many companies take great pride in their histories, businesses can expose themselves to obsolescence risk by steadfastly maintaining their approach (Gourani, 2019). The world is becoming increasingly volatile, uncertain, complex, and ambiguous (Bennett and Lemoine, 2014), with a significant focus on achieving sustainability, commitment to purpose, and a state of thriving rather than merely surviving (Zappulla, 2019). Therefore, the business must be prepared to quickly adapt and innovate to avoid risks associated of market disruption, increasing regulatory costs, operational disruption, and reputational damage.

This report aims to comprehensively define a new change initiative plan for Gordon & MacPhail, enabling the business to take advantage of emerging trends while potentially adding meaningful value to society. The report will outline:
· A clearly defined vision for the change
· The business case for change
· Stakeholders impacted or involved in the change
· Risks, constraints, and barriers and how these will be overcome
· Action plan and next steps
· 

2. [bookmark: _Toc102335159]Introduction and Scope
“When you’re finished changing, you’re finished” ~ Benjamin Franklin

The change initiative seeks to address the key challenges outlined, by diversifying its markets and launching a new ‘NoLo’, premium, health-based whisky alternative. 

There are many reasons why ‘NoLo’ drinks are increasing in popularity. A study commission by Alcohol Change UK in 2020 found that the most common reasons are:
· Taste (38%)
· At times when it is inappropriate to drink (when driving or business socialising) (39%)
· To cut down on alcohol (33%)

41% of those who had consumed NoLo in the past 12 months, also said their alcohol consumption fell as a result.

The initiative will deliver a product that can compete with smaller, new market entrants by taking bold action and using existing infrastructure, talent, marketing, and customer relationships.  In addition to delivering the product, the initiative will also embed practices and techniques that improve the way that G&M approach transformational change. The new ways of working will provide the business with a foundation to be more flexible and responsive to emerging system pressures and trends.  The business existing growth strategy should be aligned with the fast-growing demand for ‘NoLo’ products.

G&M will adopt best practice techniques primarily inspired by John P. Kotter’s ‘8 Step-Process to Leading Change’(Kotter, 2014), with some adaptation to take advantage of recent research into sustainability leadership (Visser and Courtice, 2011).

Key outcomes and objectives in scope:
· Bring to market a new ‘NoLo’ product
· Actively and measurably contribute to systemic reduction in alcohol consumption and improved public health
· Implement a change management model for Gordon & MacPhail’
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The Business Case for Change

The purpose of the initiative is to enable G&M to maintain and grow its market presence and seize opportunities to secure a sustainable future for the long-established family business by creating shared value for stakeholders and adopting more flexible change management processes. The initiative goes beyond delivering a new product to market and seeks to contribute meaningful system change by reducing alcohol consumption and encouraging the industry to follow suit. This section presents an argument for why G&M should proceed with this initiative, through the lens of economic, environmental, and social factors.
	Category
	Risk/Opportunity

	Social
	· A shift in consumer preferences for ‘NoLo’ drinks. An IWSR 2022 drinks analysis suggests that the ‘no and low alcohol sector will outpace the total alcohol category by 2025’ (Carruthers, 2022). 

· Recent research suggests that societies and event organisers are rethinking alcohol policies in a bid to become more inclusive (Forrester, 2021).

· Increasing trends in young people abstaining from alcohol consumption (Ng Fat, Shelton, and Cable, 2018) presents an opportunity to capture this segment of the market (Corfe, Hyde and Shepherd, 2020).

· Some religions, including Islam and Buddhism reject alcohol. Islam is the fastest growing religious group globally (Lipka and Hackett, 2017), presenting an opportunity to develop a socially inclusive product (Schwadel, 2019). Promotion of non-alcoholic work events are becoming more popular as businesses embrace diversity and inclusion (Jacobs, 2019).

· In 2017/2018 over half a million cases of alcohol related violent crime were recorded in the UK alone (Drinkaware, 2016). As an alcohol manufacturer and distributor, G&M risk being associated with being part of the problem, instead of being part of the solution.

· “Alcohol adversely impacts 13 of the 17 Sustainable Development Goals (SDGs) and a total of 52 targets, effectively intersecting all three dimensions of the 2030 Agenda (economic, social, and environmental)” (World Health Organisation, 2020).


· All the above present an opportunity for G&M to go beyond mere compliance with alcohol labelling regulations and actively promote healthier lifestyles. While promoting ‘NoLo’ may reduce consumer spending on alcohol, the business can benefit from creation and support of a culture of enjoyment of the social experience of drinking, but without the detriment to human health (Katainen, Härkönen and Mäkelä, 2021).


	Economic
	· Increasing regulation and taxation on imports/exports and sales of alcoholic beverages, with spirits being hardest hit due to alcohol content (Littlejohn, 2022). As governments push businesses to internalise their negative impacts, the increased costs to consumers will make alcohol less attractive and G&M can prepare to become more resilient to these potential changes

· G&M can counter the risk of losing sales to new market entrants, or incumbents taking the lead on the ‘NoLo’ culture

	Environmental
	· Scotch whisky production is harmful to the environment due to:
· Peat extraction. According to the IUCN, Peat is the largest terrestrial carbon store, storing more than any other land-based vegetation type combined (IUCN, 2018). There is a risk of increasing regulation resulting in reduced supply (Dick, 2020)
· Biodiversity Loss. Land use change for arable farming (e.g., Barley for whisky) in Scotland has contributed significantly to biodiversity loss (Pakeman, n.d.), with many farmland species in continued decline 
· Water scarcity. Manufacturing of whisky is water intensive. The average ratio is between 10 and 30 litres of water to make 1 litre of whisky (Parry, 2020). Additionally, water is becoming increasingly scarce in parts of Scotland (D'Olier and SEPA, 2016).
· CO2 produced in manufacturing. An average bottle of whisky produces almost 3kg of CO2 (BEIR, 2012). While there have been technology efficiencies, these have been generally only implemented by larger companies with significant capital investments 

· Investment in a new product provides an opportunity to build in sustainability by design, ensuring all raw materials are sustainably sourced and processed, limiting impacts on water, climate change and biodiversity. According to Wrap UK, 80% of environmental impacts are influenced in the design phase (WRAP UK, 2013).

· Due to the nature of whisky production, flavours are dependent on locally sourced ingredients within Scotland, such as Scottish spring water and peat.  This creates a need to centralise production with long distribution journeys.  A new product could be developed in different locations, making distribution through shipping and transportation less carbon intensive and more cost effective (Today, 2016) and potentially enabling use of greener transportation.





In addition to the potential benefits outlined for the development and launch of a new product, the change initiative will implement new processes for the management of change. Full details are outlined in section 7. 


4. [bookmark: _Toc102335161]Risks & Barriers to Change
G&M are likely to encounter several barriers in implementing this change. The most prominent barriers and risks are listed below, with suggestions on how these can be overcome.
	Barrier
	Potential options to overcome or mitigate

	Lack of funding to support the design, development and bringing the product to market.

	· Issuance of Sustainability Linked Bonds (SLBs) to raise external funds. For example, Pernod Ricard has recently raised EUR750 million as the first in the industry, linking to two environmental outcomes (Pernod Ricard, 2022).
· Prepare detailed cost benefit analysis to demonstrate potential ROI and request internal investment resources be allocated to the project
· Explore government, or financial institution green loans (UK Gov, 2018) for required infrastructure

	Packaging. The premium whisky industry uses virgin clear glass for packaging, adding to the clarity and enhancing the prestige of the product. Customers associate heavy glass with quality and luxury (Holt, 2020).
	· Explore opportunities for sustainable design of bottles, for example, Harris Gin bottles are designed to be kept, and refills are supplied in aluminium containers (Harris Gin, n.d.).  This approach is also under development by Diageo for their Johnnie Walker brand (Bowman, 2022). Rock Rose Gin offer plastic, recyclable PET refill pouches (Dunnet Bay, 2022).

	Flavour. There may be concerns in achieving the taste necessary to complement Gordon and MacPhail, maintaining the brand values of prestige and traditional methods (Perling, 2022).

	· Collaborations with the Adult Non-Alcoholic Beverage association (ANBA, n.d.) and universities to develop formulas and ingredients (Mclaughlin, 2018). For example, the sponsoring research at The International Centre for Brewing & Distilling (Heriot Watt, n.d.).

	Poor consumer take-up 

	· At the outset, conduct detailed market research in all potential target markets. In addition to responding to markets, efforts should be made to create markets and drive demand by increasing sustainability and health awareness (IWSR, 2021)

· Working with government and NGOs to develop materials that can contribute change consumer behaviour to reduce alcohol consumption, e.g., using nudge theory (Local Government Association, 2013).

	Lack of employee engagement and resistance to change

	· It is generally acknowledged that businesses taking authentic steps to become sustainable and contribute to positive social impacts have improved employee engagement (Zhou, Luo and Tang, 2017).  As outlined in section 7, Kotter suggests that celebrating achievements regularly can reduce resistance to change as stakeholders gain confidence in the process.

	Conflicting business interests and innovator’s dilemma

	· Launching a new product aimed at reducing alcohol consumption may appear counterintuitive given the business core model is to sell alcohol. However, reduction in alcohol sales is expected to achieve a net increase in sales overall as the product becomes available to new markets (Christensen, Raynor and Anthony, 2003).

	Lack of senior management buy-in

	· This can be overcome through carefully planned stakeholder communications, and clear articulation of accountability.  Kotter suggests achieving the backing of an executive sponsor, committed to remove barriers when needed, and to then ‘get out of the way’ (Kotter, 2021 p.54).  Providing the change team with the space and accountability is more likely to achieve success.
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Typically, business change initiatives impact stakeholders within the immediate value chain, such as employees, customers, and supply chain actors. For sustainability change initiatives, wider consideration of stakeholders is needed to address the systemic nature of the change.
This is illustrated by the following diagram, created by Piotr Drozd, COO of ‘Leaders for Climate Action’., 

[image: Diagram
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(Image credit - Drozd, 2022)

Sustainability change at G&M will drive change within the value chain through:
· Engagement with Employees
· Sustainable procurement of ingredients, potentially building relationships with new partners and suppliers, or supporting existing suppliers through change
· Engagement with customers (B2B and B2C) through active promotion of healthy, responsible consumption, and responsible marketing
We will drive industry change through:
· Collaboration with technology partners on sustainability initiatives, for example, Ardnamurchan Distillery has joined forces with Woodland Renewables and Celtic Renewables to create biofuel (Biofuels, 2022).
· Collaboration with competitors to maximise supply chain efficiencies
· Collaborate and network with industry bodies to enable knowledge sharing of best practice
We will drive system change through:
· Working with local and national and international governments to proactively (beyond regulatory compliance) support initiatives that reduce the negative impacts of alcohol consumption
· Collaboration with NGOs and charities such as Drinkaware, to proactively support initiatives that reduce the negative impacts of alcohol consumption 
· Support research in universities to develop healthier, botanical flavour compounds for whisky (IWSR, 2019)
· Offer training opportunities for business schools to support business sustainability education
· Aligning goals with the SDGs and targets where possible
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Change Approach
The change initiative will follow ‘Kotter’s 8-Step Process for Leading Change’ (Kotter, 2014).
a) Create a sense of urgency
Kotter writes that one of the biggest mistakes that businesses make is to focus on strategy development prior to developing a sense of urgency (Kotter, 2012). He proposes that the sense of urgency is what galvanises, motivates, and empowers change agents and change leaders to drive forward a strategy. For this project, the sense of urgency will be created by:

· Announcing internally, bold, ambitious, and time-bound intentions to contribute meaningfully to public health goals, with a focus on communicating the benefits of non-alcoholic beverages. Communications should be carefully tailored to stakeholders to ensure they understand the relevance to them (e.g., project teams could be incentivised, clear articulation of health benefits of moderation of consumption and switching to ‘NoLo’, etc.)

· Visible display of Senior Management consistent commitment to the change through the cascading and regular reinforcement of the initiative’s importance through the hierarchy at all available opportunities, e.g., team meetings, internal newsletters, intranet articles and water-cooler conversations


b) Build a guiding coalition

Gordon & MacPhail will create a taskforce to focus on the key outcomes and embedding the change process throughout the organisation. The taskforce will initially comprise key members within the business, and this team will be extended to include external resources from key stakeholder groups, for example:

· NGOs such as Drinkaware
· Academic institutions such as Heriot Watt International Centre for Brewing and Distilling
· Business event and conference managers, promoting alcohol-free inclusive events to customers
· The hotel and hospitality industry who are key customers for G&M
· Industry bodies, such as Scotch Whisky Association and ANBA
· Complementary competitors, such as NoLo Vodka & Gin manufacturers to work together on driving system change

c) Form a strategic vision and initiatives

A strategic vision will be carefully crafted to communicate the change and business purpose to external stakeholders. A core element is a commitment to measurably improving public health through acknowledgement and communication of the harms of alcohol and promotion of ‘NoLo’ alternatives, and active collaboration with industry and external stakeholders to drive change. The vision will also articulate a commitment to the implementation of processes that enable rapid change to respond to the urgent needs of tackling climate change, biodiversity loss and water usage.

d) Enlist a volunteer army

Employees within the business should be encouraged to participate in the change. Those emotionally engaged and ‘bought in’ to the change are more likely to support and advocate for the initiative. Realignment of performance goals and incentives can motivate stakeholders to support the initiative.

e) Enable action by removing barriers

The guiding coalition and senior stakeholder must remove any barriers that undermine the ability to deliver the proposed change. For example, senior stakeholders must be willing to financially support the initiative through obtaining funding (as outlined in the barriers section) or committing to internal resource allocation. Non-traditional ideas and risk taking needs to be encouraged. It may, at times, seem counterintuitive to some stakeholders to promote healthy ‘NoLo’ alternatives, or indicate a lack of belief in the existing products. However, there are numerous examples of businesses that have suffered due to an unwillingness to take risks, act on significant trends (e.g., Kodak, Blockbusters), or act for the good of society at large. The tobacco industry has seen numerous lawsuits for the general lack of transparency of health problems and addiction (Michon, 2011).

Senior leadership must also be committed to support the implementation of the 8 Step change model and adhere to the necessary governance and processes. Failure to do so may undermine the model and reduce confidence in the ability to deliver change.

f) Generate short-term wins

Clear, visible planned milestones and critical success factors will be defined at the outset and regularly reassessed and refined. Regular opportunities to recognise and reward achievements can help maintain momentum and support for the change initiative. For example, these can be small incremental achievements such as baselining a set of targets, hosting a first event, launching a marketing campaign, performing consumer focus groups, or agreeing a collaborative partnership with an NGO such as Drinkaware.

g) Sustain acceleration
Expanding the scope of the task force to include new projects can help to embed the taskforce concept and the change process. For example, using sustainability learnings from the new products to apply to existing products in the portfolio (such as recyclable packaging), or leading new sustainability initiatives to protect biodiversity, reduce emissions or reduce water usage in manufacturing and processing.


h) Institute change

At this stage the initiative, and other sustainability initiatives will have achieved and celebrated some successes. The new approach to change must be reinforced and the successes associated with the change management processes to enable all stakeholders to connect the method with the successes. Future sustainability related changes and more ambitious targets are more likely to receive stakeholder support when the change model has demonstrably worked in the past.
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Action plan
	Action 
	Description
	Timeline

	1. Create a sense of urgency
	· Develop communications and messaging

· Agree approach with leadership team to ensure employee empowerment and accountability
	June 2022 – September 2022

	2. Build a guiding coalition
	· Build internal change taskforce


· Extend to external stakeholders
	June 2022 – September 2022

Gradual phasing and subject to planning of specific initiatives

	3. Form a strategic vision and initiatives
	· Develop the vision


· Communicate vision

	June 2022 – September 2022

September 2022 onwards.  New initiatives will be communicated as prioritised

	4. Enlist a volunteer army
	· Communicate vision and approach, and appeal to employees and teams for engagement

· Define incentives
	September 2022 (following internal communication)



Start with immediate effect. Implement September 2022 and continually refine

	5. Enable action by removing barriers
	· Gain agreement o approach with senior leadership team

· Define approach for regular reinforcement
	With immediate effect, and throughout the duration until many initiatives are delivered and model is thoroughly embedded

	6. Generate short terms wins
	· Define milestones and key stages of all initiatives and process embedding
	June 2022 onwards, and repeat for all future initiatives

	7. Sustain acceleration
	· Definition and prioritisation of future initiatives
	September 2022 onwards

	8. Institute change
	· Regular monitoring, reporting and review of progress
	Ongoing and continual review
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