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Preface

Christopher L. Berry in his work “The idea of Luxury” from 1994—one of the most
interesting and comprehensive pieces on the concept of luxury, particularly its
intellectual history—establishes that luxury has changed throughout time and that it
reflects social norms and aspirations. Therefore, luxury depends on cultural, eco-
nomic, or regional contexts which transform luxury into an ambiguous concept.
Also, according to Ricca and Robins (2012), luxury is a source of inspiration,
controversy, admiration, and considerable economic success. And, along this
controversial line, already in 1999 Robert H. Frank stated in his book “Luxury
Fever—Weighing the Cost of Excess” the need to minimize the culture of “excess”
to restore the true values of life. And this is in line with the World Commission on
Environment and Development (WCED 1987) report, Our Common Future, also
known as the Brundtland Report, which defines sustainable development as the
development model that allows us to meet present needs, without compromising the
ability of future generations to meet their own needs. Luxury—according to
Kleanthous (2011)—is becoming less exclusive and less wasteful and more about
helping people to express their deepest values. So, sustainable luxury would not
only be the vehicle for more respect for the environment and social development,
but it will also be synonym of culture, art, and innovation of different nationalities,
maintaining the legacy of local craftsmanship (Gardetti 2011).

For a better understanding, this book has been divided into six parts, as shown
below:

Part 1: Sustainability and Business Management in Luxury Goods Companies
Part 2: Sustainable Practices Within the Luxury Universe
Part 3: Sustainable Luxury Business Practices: Different Aspects
Part 4: Sustainable Management in the Luxury Value Chain
Part 5: Sustainable Luxury, Entrepreneurship (Including Family Business) and

Craftsmanship
Part 6: Sustainable Luxury and Consumption

Part I—Sustainability and Business Management in Luxury Goods
Companies—begins with a paper by Gulen Hashmi called “Redefining the Essence
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of Sustainable Luxury Management: The SLOW Value Creation Model,” where the
author provides the luxury industry and academia with a value creation model, the
SLOW (SustainableLuxury forOverallWell-being) that represents different types of
sustainability engagement relevant to the luxury industry dynamics. In the next
chapter, “The Strategic Role of Authenticity in the Luxury Business,” by Patricia
Anna Hitzler and Günter Müller-Stewens, the authors argue that authenticity is
considered to be the major challenge for the luxury segment of our time. Moreover,
authenticity is a dynamic construct with an etymology that can be traced back to the
16th century, which, in the course of its usage, has repeatedly reformatted itself. If
seen from an economic point of view, authenticity first and foremost requires a match
between the internal identity of an organization, as it is lived by its members, and the
external image, as it is perceived by outsiders. In an empirical study, the authors
analyzed the main features of the construct authenticity with experts from six com-
panies in the luxury sector. Besides, they linked the research on authenticity with the
different activities of the strategic value chain of a luxury goods company. Therefore,
this chapter gives an overview of drivers and features of authenticity integrated into a
luxury-specific value chain that can be used as guidance for the management.

In line with this first part, Misha Pinskarov and Joshi Nair developed “Creating a
Culture of Shared Value Through Luxury Branding,” a chapter where they describe
the three key ideas below:

The pursuit of shared value relies on the individual as the common element
between business and society to reconcile these two institutions’ competing goals.

Brands consist of people, so they must align their values with those of society,
define their purpose as citizens, and shape the behavior of their people to suit.

Luxury brands are not just citizens but leaders, which gives them the ability to
raise their stature by influencing the wider community.

Completing the first part, France Riguelle and Didier Van Caille present the
chapter “Sustainable Performance Management in High-End Luxury Goods Firms:
The Use of the “Reputation-Clock” Model.” This work builds on the specific case
of a small Belgian firm in the luxury industry. This paper describes the motivations
and content of a reputational performance management tool, the so-called
“Reputation-Clock” Model, which incorporates different key success factors that
a firm from the high-luxury goods industry has to leverage in order to master its
strategic performance from a reputation point of view.

Part II—Sustainable Practices Within the Luxury Universe—begins with the
work titled “Sustainable Luxury and Fashion: From Global Standardisation to
Critical Customisation” written by Patrizia Calefato. In her work, the author
explains that fashion and luxury can create a new critical and ethical paradigm, so
the chapter focuses on this new paradigm of luxury concerning fashion. The word
“critical” refers, above all, to the concept of “choice.” One can choose his/her
clothes and can stand out by taking care of the senses, of the materials, of the time.
The next chapter called “Identifying the Luxury Sustainability Paradox: Three Steps
Toward a Solution” was developed by Oliver P. Heil and Daniel André Langer.

vi Preface



They state that many luxury products seem less sustainable than they could, and
probably should, these days bringing what they call the “Luxury Sustainability
Paradox” to surface. In essence, luxury product superiority appears to not span
across all attributes and, paradoxically, to do so may be very challenging if not
impossible. In short, being at the very top, along with certain performance attri-
butes, may paradoxically preclude top scores on sustainability.

Moving on to the second part, Hakan Karaosman, Gustavo Morales-Alonso, and
Alessandro Brunr developed “Strike a Pose: Luxury for Sustainability,” a chapter
where they introduce sustainability and fashion paradox. They also research into how
luxury could positively change the vicious cycle of Desire—Speed—Consume—
Dispose, and how this study brings a novel perspective by explaining the degree to
which luxury fashion could indeed have a positive impact on sustainability through
craftsmanship, heritage, and artisan skills.

The chapter called “Sustainable Luxury in Hotels and Resorts: Is It Possible?”
written by Gianna Moscardo shows how the increasing affluence of countries such as
India, China, and Brazil supports a growing global middle-class interested in travel,
consumption, and luxury purchases. This trend presents some serious challenges for
addressing a range of sustainability issues in tourism. Rising awareness of these
sustainability issues has resulted in a number of luxury brands and businesses
adopting sustainability practices. This chapter begins by describing this response in
tourism using an approach adapted from the general sustainability analysis—Drivers,
Pressures, State, Impacts, and Responses (DPSIR) framework—to understand the
context for the development of the sustainable luxury tourism concept. It then
examines three cases of sustainable luxury tourism experiences exploring the extent
and nature of the sustainability strategies adopted. In turn, Thomaï Serdari, in his
paper “Diamonds, Development, and Dollars: A Case Study on a Newly Founded
Gemological Lab in Botswana Aiming at Sustainable Community Empowerment”
presents the development of a model gemological lab in Botswana. This work poses
questions on the nature of diamonds mining and its challenging relationship with
natural resources and showcases the best practices in reinforcing sustainable value
chain management by focusing on the following: production processes, employee
relationships, employee training, and other related organizational issues.

And, closing this Part II, the paper titled “More than Skin Deep: A Service
Design Approach to Making the Luxury Personal Care Industry More Sustainable”
developed by Rachael Wakefield-Rann presents a case study of luxury personal
care company LUSH, and examines how its innovative approach to service design
could provide a genuinely sustainable model for luxury personal care companies,
and potentially the broader industry. The core elements of this model include local
production, “naked” products, short expiry dates, and innovative retail design.

Part III of this volume dealing with Sustainable Luxury Business Practices:
Different Aspects presents only one paper titled “Promoting Sustainable
Management: World Wildlife Fund’s Hybrid Strategy to Change the Luxury
Industry,” where the author, Graham Bullock, explores the Deeper Luxury report
(WWF) used to engage the luxury industry in 2007. This chapter analyzes the report
descriptive and injunctive normative statements that positively engage the industry
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and its controversial rating system that directly confronts the top ten luxury firms.
The chapter also examines the sustainability-related documents of the ten rated
companies and finds that their responses to WWF’s normative demands varied
significantly, with L’Oreal, LVMH, and PPR demonstrating the greatest respon-
siveness. It concludes that this hybrid approach had mixed results in promoting
sustainable management within the luxury industry and may require collaboration
among organizations with different skills and reputations.

Part IV of the book—Sustainable Management in the Luxury Value Chain—
begins with a paper by John Armitage, Joanne Roberts, and Yasmin Sekhon called
“Luxury Products and Services and the Sustainable Value Chain: Six Management
Lessons from Gucci,” where the authors show how Gucci’s sustainable luxury
products encourage the “reduction,” “reuse,” and, crucially, “recycling” of luxury
products, transforming luxury “waste materials” into reusable luxury materials to
avert misuse, reducing the consumption of new luxury materials, energy use, air
and water pollution by reducing the need for established waste disposal and lower
greenhouse gas production. They also explore Gucci’s approach to sustainability,
an approach that is determined by its holding group’s (Kering) use of the
“Environmental Profit and Loss” (EP&L) tool. The next chapter, “Luxury Fashion
Brand Sustainability and Flagship Store Design. The Case of ‘Smart Sustainable
Stores’” by Elisa Arrigo, shows—for the first time—how sustainable design and
management of the flagship store help to minimize the environmental impact of the
store’s operations with an enhanced and efficient use of energy and to make
stakeholders more aware of the luxury fashion brand’s commitment toward envi-
ronmental sustainability by safeguarding and improving its reputation.

In line with this part, Hakan Karaosman, Alessandro Brun, and Gustavo
Morales-Alonso developed “Vogue or Vague: Sustainability Performance
Appraisal in Luxury Fashion Supply Chains.” It deals with a study called 360
Degrees Performance Appraisal model, and the main contribution is to be able to
evaluate the impact of supply chain (SC) operations on sustainability. Hence, this
chapter provides an understanding of (i) how SC of a luxury goods company must
be configured toward sustainability, (ii) how sustainability performance must be
assessed with the incorporation of a wide range of stakeholders, and (iii) how
sustainability could be further advanced in luxury fashion supply chains (FSCs).

Completing the fourth part, Kyung Eun Lee presents the chapter “Application of
Digital Enterprise Technology (DET) for Green Made-to-Measure in Korean Luxury
Fashion Industry.” This study attempted to examine Samsung Fashion Division’s
DET usage status and its effectiveness toward the company’s green luxury business
practice. More specifically, this research is about the following: (a) Samsung’s DET
system implementation and business process design, (b) green luxury apparel pro-
duct development, (c) company’s CSR store operation, and (d) DET system’s impact
to maintain businesses in environmentally sustainable approaches.

Part V—Sustainable Luxury, Entrepreneurship (Including Family Business)
and Craftsmanship—begins with the chapter written by Miguel Angel Gardetti
and Rachida Justo called “Sustainable Luxury Fashion: The Entrepreneurs’ Vision.”
This paper shows the results and analysis of a study conducted for the authors to
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fifteen entrepreneurs of different nationalities with sustainable projects in the luxury
fashion and fashion accessory sector. All these entrepreneurs participated in the IE
Award for Sustainability in the Premium and Luxury Sectors. Some of them won in
the category “fashion and accessories” and others reached the final stages of the
award. The purpose of this study is not only to get to know what entrepreneurs
understand by sustainable luxury and, particularly sustainable luxury fashion, but
also to learn their vision about the future of this sector.

Following, Elisa Giacosa’s work “The Family Business Phenomenon as a Means
for a Sustainable Business in the Clothing Luxury Business” focuses on the family
business model in the clothing luxury industry. The main goal of this chapter was to
analyze how the innovation strategy implemented by family businesses operating in
the clothing context could represent a means for sustainable development in the
society, in terms of economic, social, and cultural aspects. Indeed, thanks to its history
and reputation, the family could increase the integrity of its business, generating a
positive impact on both its turnover and employment, as well as on society, at large.

Closing this part, the next chapter called “Craft’s Path to the Luxury Market:
Sustaining Cultures and Communities Along the Way” was developed by Jana M.
Hawley and Judy Frater. The authors explain that as the luxury market became more
andmore democratized, it began to lose its exclusivity—an essential aspect of luxury.
Crafts, those items made by human hands, are (1) unique (2) authentic to the maker,
(3) sustainable to themaker and community, and (4) tactile thus providing intimacy of
touch. Exceptional craftsmanship for the luxury consumer is a compilation of time,
skill, passion, and ideas. Luxury consumers want to show themselves as people of
good taste and style and they can accomplish this with craft products that are instilled
with the human traits of personality, knowledge, traditions, and memory. Traditional
crafts can capitalize the bespoke element and bring exclusivity in a new form.

The last part dealing with Sustainable Luxury and Consumption consists offive
papers, beginning with the one by authors Vertica Bhardwaj and Sergio C. Bedford,
titled “(Not) Made in Italy: Can Sustainability and Luxury Co-exist?,” where the
authors outline a conceptual framework that explores factors that influence how
consumption of sustainable luxury is perceived. They built upon the idea that luxury
brands acts as a psychological meaning of self-expression and symbolic association
that individuals aspire to create or maintain. The ultimate goal of this chapter was to
explore whether consumers are increasingly becoming conscious of the adverse
effects of social, moral, and environmental imbalances created by luxury brands.

The next chapter, “Luxury, Sustainability, and Corporate Social Responsibility:
Insights from Fashion Luxury Case Studies and Consumers’ Perceptions,” by Marco
D’Anolfo, Cesare Amatulli, andMatteo De Angelis, delves into a currently neglected
area of research—namely consumers’ perceptions of the relationship between lux-
ury, sustainability, and CSR strategies that major luxury companies adopt to counter
said perceptions. To analyze luxury brands’ initiatives, the authors conducted a
qualitative study on three well-known brands—Gucci, Tod’s, and Bulgari—and
examined their eco-sustainable collections and approaches. They also supplemented
this research with a survey of consumer perceptions regarding luxury, sustainability,
and CSR specifically by interviewing 200 consumers via an online questionnaire.
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Moving on to this last part, Nadine Hennigs, Evmorfia Karampournioti, and
Klaus-Peter Wiedmann developed “Anything Worth Doing: The Ambiguity of
Values in Sustainable Luxury,” a chapter in which they research into the rela-
tionship between the set of core values and norms guiding consumer behavior
defined as “desirable goals, varying in importance, that serve as guiding principles
in peoples’ lives” (Schwartz 1994, p. 21) with special focus on environmental
orientation, on the one hand, and dimensions of customer perceived value under-
stood as the “consumer’s overall assessment of the utility of a product (or service)
based on perceptions of what is received and what is given” (Zeithaml 1988, p. 14),
on the other. In turn, Eirini Koronaki and George Panigyrakis prepared a paper
titled “Lust for Our Better Versions—The Meta Modern Reality’s Roots and
Implications.” The connection between ideal selves and ethical luxury is examined,
and they ask themselves: Can luxury brands provide their customers with
socially-oriented benefits? Which activities are more efficient in that direction?

Completing the last part, Duane Windsor presents the chapter “Moral
Responsibility for Sustainable Luxury Consumption and Production.” This chap-
ter develops the proposition that luxury consumption and production generate
special moral responsibility for sustainability—responsibility that holds for both
buyers and sellers. The focus is on the responsibility imposed by wealth to make
luxury consumption and production as environmentally friendly as possible.

It is important to highlight that all of these diverse contributions represent a great
step forward in expanding the insights in the field of sustainable management of
luxury. It is certainly the most comprehensive collection of writings on this subject
to date. Note that this initiative has received a large international response, and it is
expected to continue to stimulate further debate.

Buenos Aires, Argentina Miguel Angel Gardetti
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Part I
Sustainability and Business Management in

Luxury Goods Companies



Redefining the Essence of Sustainable
Luxury Management: The Slow Value
Creation Model

Gulen Hashmi

Abstract This chapter aims to provide the luxury industry and academia with a
value creation model, the SLOW (Sustainable Luxury for Overall Well-being) that
represents different types of sustainability engagement relevant to luxury industry
dynamics. The SLOW model focuses on sustainability strategies and sustainable
practices of luxury goods/services companies based on a value creation model that
takes into consideration both shareholder value and social value. The vertical axis is
built on the luxury goods/services company’s need to manage the business with
added shareholder value while the horizontal axis is built on the company’s need to
create social value, as necessitated by today’s societal and environmental chal-
lenges. The four plots that represent different types of sustainability engagement in
the luxury industry are Self-indulgent Luxury, Refined Luxury, Thoughtful Luxury,
and Sustainable Luxury for Overall Well-being, respectively. The SLOW value
creation model is a theoretical contribution that helps understand and differentiate
between four different types of sustainability engagement that lead to varying
degrees of shareholder value and social value. The model sets the stage for further
empirical research in the sustainable management of luxury.

Keywords Sustainable luxury � Value creation � Value redistribution �
Shareholder value � Social value � Sustainability engagement � Self-indulgent
luxury � Refined luxury � Thoughtful luxury � Sustainable luxury for overall
well-being

1 Introduction

Luxury and sustainability are two words one may not particularly expect to find in
the same sentence at first glance. To many people, “sustainable luxury” is a term
that might best be found in the dictionary under the entry for oxymoron. The word
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luxury derives from the Latin word “luxus” and often carries with it connotations of
excess and waste, and it is associated with fashion, an industry prone to fads that
change quickly. Traditionally, luxury may be defined as an inessential, desirable
item that is expensive or difficult to obtain. Thus, luxury goods are defined by
reference to great disparities in income or wealth that is in itself a pervasive
symptom of unsustainability. On the other hand, according to the Brundtland
Report, sustainable development is, by definition: “meeting the needs of the current
generation without compromising the ability of future generations to meet theirs”
(WCED 1987). Indeed, the two concepts seem utterly paradoxical. Luxury is
argued to be the polar opposite of sustainability since it is superfluous, conspicuous,
and excessive devoid of any utilitarian use (Guercini and Ranfagni 2013). These
facts make the term notoriously difficult to define (Doran 2013).

It’s true that the luxury industry has been criticized by sustainability advocates for
the opaque traceability of most of the gold, diamonds, rubies and other gemstones
coming from under-developed countries; for taking advantage of poor labor con-
ditions in developing countries where some luxury brands have their products made;
for water use in cotton production; or for resort maintenance of luxury hotels. The
reason for this is that luxury brands have always been addressing more desires than
necessities, and in this sense, it has looked somehow hypocritical for the industry to
engage in sustainability (Friedman 2010). In a 2014 survey of 1618 consumers by
Salon, consumers put the luxury industry last in a ranking of industries associated
with sustainable commitments, ranking lower than the financial and petrol sectors.

Yet, a paradigm shift is currently taking place in the domain of luxury as
consumers in all social classes are increasingly concerned about social and envi-
ronmental issues, and prefer ethical and green products that reflect their own values
and beliefs. Evidence shows that 57% of wealthy Americans are willing to pay
more for socially responsible and environmentally friendly goods (Lochard and
Murat 2011), and this trend is also valid for two-thirds of Chinese luxury clients
(Lau 2010). Thus, there have recently been positive efforts within the sustainability
movement to redefine luxury as something that embodies social and environmental
credentials of a product or service. More strikingly, a 2010 Havas Media sustain-
able consumption research carried out with 20,000 consumers in ten markets
covering more than fifty brands across eight different sectors, revealed that 86% of
people considered sustainability issues when deciding what to buy and that with the
same conditions of price and quality, 80% of people under the age of 35 would
choose the sustainable option. This simply shows that people expect large com-
panies to be involved in social issues and their quality of life.

If we go beyond appearances and return to the very definition of luxury, we can
easily say that sustainability is part of the luxury DNA. Sustainable products also
share the same “essential” qualities of luxury goods. They call for extraordinary
creativity and design, they need to be made from exceptional materials, with good
quality and they are rare and expensive. It seems that the two concepts are not that
far apart from each other. This awareness has led to the concept of “sustainable
luxury—a return to the essence of luxury with its ancestral meaning, to the
thoughtful purchase, to the artisan manufacturing, to the beauty of materials in the
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broadest sense, and to the respect for social and environmental issues” (Girón
2009). And the discussion of sustainable luxury has finally moved on from creating
feel-good initiatives to recognizing the potential for creating business value,
highlighting the need for sustainable management of luxury. A good example is the
Sustainable Luxury Working Group made up of leading luxury brands that are
committed to advancing good social, environmental, and animal-welfare practices
in their business operations, including sustainable sourcing practices. This can be
considered as a tipping point for the luxury industry. Luxury is now in the spotlight
of sustainable development.

Since luxury brands create desire through innovative design, influence con-
sumption processes, and embody preciousness in experiences rather than products,
they can become leaders in sustainability. A 2013 Leverhulme International Network
research on luxury found that millennials aspire to justify their luxury purchasing in
terms of investment in health, well-being and security, seeking the value beyond the
product itself. It appears that the concept of luxury across society has transitioned from
the material to immaterial. The idea of “sustainable luxury” is becoming an integral
part of leading luxury brands’ brand image in the sense it is associated with the
possibility for people to express their deepest values in a justifiable way with social
and ecological concerns and some degree of positive social value creation. This is
clearly reflected in the WWF report Deeper Luxury (Bendell and Kleanthous 2007)
where authentic luxury brands are defined as “those that provide the greatest positive
contribution to all affected by their creation and that identify their consumers as
having the means and motivation to respect both people and planet”.

The luxury industry, also because it is so profitable, has a special obligation to
harness its potential to create the most environmentally and socially responsible
products. Thus, as a high potential, promising sector, the luxury industry has a
bigger responsibility towards society in the creation of environmental and social
value. Over the past five years, the global fashion and luxury industry has delivered
extremely strong value creation, due to improving consumer confidence, an
emerging middle class in developing markets, and a willingness among shoppers to
trade up to higher-priced goods. According to a 2014 Boston Consulting Group
annual study of Total Shareholder Return (TSR)1 among 1620 publicly traded
companies in 26 industry sectors, the fashion and luxury companies in the sample
returned an annualized TSR of 35%, making the sector the first among the five
groups of consumer companies studied—and first among all 26 industry sectors
(The BCG 2014 Consumer Value Creators Series 2014). This reflects the strong
rebound in consumer confidence since the depths of the financial crisis, and it
shows that investors have high expectations for the continued performance of
fashion and luxury companies in the future.

1Total Shareholder Return (TSR) is a metric that encompasses all sources of value that accrue to
shareholders, such as changes in sales, margins, and valuation multiples, along with all sources of
free cash flow to investors and debt holders, such as changes in dividends, net debt, and the
number of shares outstanding.
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Furthermore, it shows that luxury companies have a major impact on consumer
behavior, as well as a considerable transformative potential in other industries
(Bendell and Kleanthous 2007). Their powerful current impact and potential could
be harnessed to promote environmentally and socially responsible consumption
behavior patterns both to luxury and mass consumers, and stimulate the offer of
eco-products and environmentally friendly design and conception if those are
unique and desirable in the mass market. Thus, as a trendsetter and strong value
creator, the fashion and luxury industry, compared to other industries, can create a
larger impact on educating consumers to be less wasteful.

The conceptualized value creation model, the SLOW (Sustainable Luxury for
Overall Well-being), aims to contribute to the literature on sustainable management
of luxury in the context of value creation, drawing attention to different sustain-
ability engagements of the luxury industry with regard to shareholder value and
social value. In the quest for sustainable management of luxury, the industry needs
to first start with sustainability challenges and create social value in the form of
social and environmental excellence while managing the business to deliver
shareholder value at the same time. Although some frameworks and models have
taken shareholder value into consideration in corporate sustainability (Elkington
1997; Orsato 2006; Nidumolu et al. 2009; Porter and Kramer 2011), none of these
theoretical works except for the S-WELL Grid (Hashmi and Muff 2015) has looked
into types of corporate sustainability in light of both shareholder value and social
value. As such, the SLOW model might be a useful instrument for luxury brand
managers to successfully create and sustainably manage luxury brands that also
contribute to social value creation with well-being in mind.

The remainder of the chapter continues with a section on the holistic concept of
“well-being” and its crucial role in the creation of social value. Then, the SLOW
(Sustainable Luxury for Overall Well-being) value creation model is introduced,
highlighting four different types of sustainability engagement for value creation,
widely seen in the luxury industry. The section gives examples of famous luxury
brands that portray these different types of sustainability engagement, highlighting
the need for “slow yet meaningful value creation” that would better align with the
timelessness and quality the luxury industry is built upon. The chapter concludes
with implications of the proposed model for the luxury industry.

2 From a Mechanistic to a Holistic Worldview Through
“Well-Being”

Two concepts will determine the course of civilization in the next millennium: Relativity
and Holism.

Albert Einstein

Capitalism as practiced today is in question for good reason. Fullerton (2015)
explains this as the following: “As the mechanistic, equilibrium-based theoretical
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construct for today’s dominant form of capitalism, neoliberal economics assumes
that the primacy of the individual and societal prosperity can be achieved through the
operations of unrestricted free markets that efficiently allocate resources, presumably
maximizing what economists call the ‘utility’ of the participants in the system”.
These unquestioned beliefs rest on the assumption that the economy is separate from
the biosphere and the environment, and that profit maximization for shareholders,
growing GDP, and optimization of consumer material utility all lead to wealth.
However, the idea poses a clear and present danger to the health of human com-
munities and all life on Earth because a firm, with its customers and employees,
depends on the greater whole of society as well as on the biosphere and environment.

Contrastingly, today’s newly emerging scientific worldview—originally called
holism and now referred to under titles ranging from systems theory and complexity
to the ecological or living systems worldview—assumes that whole systems can
only be understood through the dynamic relationships among all parts (Fullerton
2015). The concept of holism was first defined in 1926 as “the tendency in nature to
form wholes that are greater than the sum of the parts through creative evolution”
(Smuts 1926). The environment is us, or more accurately, we are a part of the
greater whole that is the environment and beyond (Hashmi and Muff 2014). So,
economy, literally the “management of the household” is inseparable from “ecol-
ogy” which means “the study of the household”. This demands that we shift from a
competitive, mechanistic worldview to a more collaborative, socio-ecological
worldview, just like life in mature and sustainable forests, which is collaborative at
its core. Thus, a key issue to become a sustainable business is the integration of
different actions and sectors of society, economy and environment, taking a holistic
view and overcoming barriers between disciplines (Hashmi and Muff 2014). It is
indeed this interconnectedness between planetary resources, human systems and the
goal of human well-being that requires holism, and makes it difficult to manage
towards sustainability (Thanh and Bosch 2010).

A purpose of ‘well-being” possesses almost all aspects of a holistic worldview.
Well-being is best thought of as a dynamic process, emerging from the way in
which people interact with the world around them (Foresight Mental Capital &
Well-being Project 2008). It is captured in four major aspects: overall satisfaction
with life, education, health, and social justice (DEFRA 2010). As such, well-being
goes hand in hand with the concept of sustainability, which takes into account the
broader world, namely the environmental and social impacts of businesses. As
well-being can be measured based on what people value presently in contrast to the
intergenerational influences of sustainability, it may be a healthy indicator of future
well-being. A 2011 research by the UK ONS found the key issues of societal
well-being to be social relationships, environment, security and health (physical and
mental), which can be associated with the 3P’s of sustainability—profit, people and
planet. In this regard, viewing sustainable management of luxury as a means of
achieving overall well-being, rather than an end itself, could be easier to conceive.

While academic debate continues on how “well-being” should be defined, UK’s
New Economics Foundation (NEF) defines it as “the extent to which people
experience happiness and satisfaction, and are functioning well” (NEF 2011). Thus,
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well-being is most usefully thought of as the dynamic process that gives people a
sense of how their lives are going, through the interaction between their circum-
stances, activities and psychological resources or “mental capital” (ONS 2011). The
concept of “well-being” fits well within the luxury industry, mainly because luxury
is rooted in social norms and aspirations—the intangible, and is believed to be a
sign of prosperity, power, social status and well-being. Recent research shows that
among luxury buyers, differentiation and class will now come from environmen-
tally friendly and socially responsible purchases (Kapferer and Michaut-Denizeau
2015). In this respect, the four aspects of “well-being” could serve luxury buyers
well, as buying products with additional environmental and social value that con-
tribute to well-being could help justify their expensive purchases and offset their
guilt. Luxury buyers who perceive the functional value of their luxury purchases
higher than their high price would certainly feel happy, in light of their overarching
assumption that, because of their high prices, luxury brands must have taken care of
sustainability already.

The luxury industry appears to be promising in the creation of social value for
overall well-being. In the context of overall satisfaction with life, namely, sense of
pleasure and feeling of happiness, luxury brands offer people fulfillment of their
individual desires by introducing better consumer choices—rather than making
them feel guilty about themselves. Luxury brands have the ability to make sus-
tainable behavior an aspirational mainstream lifestyle choice, which is a much more
effective way for creating social value in the form of social change than simply
using guilt to make people feel bad about the environment. Contrary to the popular
belief that luxury purchases are exclusively based around the notions of reputation,
image or social standing, various studies have shown that these types of purchases
can also act as gestures that translate authenticity and caring into existing rela-
tionships (Miller 2001: 229; Thorpe 2010), as well as engagement into new rela-
tionships (Sundie et al. 2011). Thus, forward-thinking luxury companies operate
not only on “face value”, but also on a social platform on which they build their
sustainable communication strategies (Fowles 1996: 167).

In the context of education, luxury brands offer opportunities for artisans of the
world to regain their dignity; contribute to creating awareness of responsible
products through sharing of know-how; and help develop respect for traditional
knowledge. This would mean contribution to culture, art and innovation of different
nationalities, and build upon the legacy of local craftsmanship (Gardetti 2011). In
the context of health, the health impact of toxic residues present in many textiles
and cosmetics are becoming more and more of an issue for consumers that are
increasingly willing to pay more for eco-friendly and ethical products. This presents
opportunities for luxury brands to develop methodologies for well-being, develop
products made from species of plants that can be used for healing while protecting
biodiversity, and contribute to healthier working conditions in their supply chains
through health programs. “Slow food”, for instance, has emerged from a drive for
health and well-being and is the fastest growing segment that has led to a new
luxury food category (Altagamma Fondazione 2012). Finally, in the context of
social justice, luxury brands can offer long-term contracts and fair wages to
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indigenous people, thus bring back dignity to the trade. They can, through various
partnerships with NGOs and policy-makers, help create jobs amongst
under-developed countries’ most impoverished women—single mothers, widows
and HIV/Aids victims. Thus, forward-thinking luxury companies that prioritize
social value creation and well-being are highly likely to contribute positively to
society, and further increase sustainable business value.

Deriving from a holistic worldview with the ultimate purpose of creating both
social value and business value in service of well-being, the SLOW value creation
model in the following section, aims to serve as a practical guide for the luxury
industry that aspire to sustainably manage value creation. As such, the term “sus-
tainable luxury for overall well-being” indicates luxury brands that sustainably
manage luxury for the well-being of all stakeholders.

3 The “Slow” Value Creation Model

The SLOW value creation model builds on the True Business Sustainability
Typology (Dyllick and Muff 2013), which is based on concerns (inputs), organi-
zational perspective (processes), and the type of value created (outputs) as typical
elements of a business process. The typology highlights that while today’s
neo-liberal economics requires one-sided economic concerns such as turnover,
market share, profit and shareholder value, sustainability requires a socio-ecological
mindset that takes into account social, environmental and economic concerns. The
authors assert that true business sustainability starts with sustainability challenges
such as human rights to water and sanitation, nutrition, climate change, social
justice and gender inequality; and works its way towards the capabilities and
resources of the firm in an effort to align these challenges to organization’s sus-
tainability goals. Thus, true business sustainability possesses an outside-in business
perspective, as a differentiator to other types of business sustainability. Finally, the
authors highlight the need for active contribution to positive value creation, rather
than reactive contribution in the form of negative impact minimization. The
typology serves as a relevant framework to clarify the drivers and purpose of
business sustainability (Hashmi and Muff 2015).

The SLOW value creation model further expands the True Business
Sustainability Typology on one of its three elements of the business process model:
type of value created. The model redefines sustainable management of luxury with
regard to both shareholder value and social value, shareholder value on one axis and
social value on the other axis. The vertical axis is built on the luxury companies’
need to create shareholder value while the horizontal axis is built on the luxury
companies’ need to create social value for overall well-being. Taking into con-
sideration the nature and the current sustainability practices of the luxury sector, the
four plots of the SLOW model distinguish between “self-indulgent luxury”, “re-
fined luxury”, “thoughtful luxury” and “sustainability luxury for overall well-being
(SLOW)”, which represent different types of sustainability engagement relevant to
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the luxury industry (Fig. 1). While “self-indulgent luxury” and “refined luxury”
largely focus on decreasing negative impacts of business, “thoughtful luxury” and
“sustainable luxury for overall well-being” focus on increasing positive impacts of
business operations on social value. The model also distinguishes between business
value creation and business value redistribution. While “self-indulgent luxury” and
“sustainable luxury for overall well-being” largely contribute to business value
creation, “refined luxury” and “thoughtful luxury” largely contribute to business
value redistribution.

Plot “Self-indulgent luxury” implies “The business of business is business”
Friedman (1970) with some reaction to social and ecological concerns, yet share-
holder value creation remains the only priority. Plot “refined luxury” characterizes
sustainability engagement that goes beyond the one-sided goal of shareholder value
creation and creates simultaneous social value through implementation of sustain-
ability strategies and plans. Plot ‘thoughtful luxury’ is where donations to worthy
social causes and volunteering are largely at play, with little regard to shareholder
value creation. Finally, plot “sustainable luxury for overall well-being (SLOW)” is
where relatively bigger social value and bigger shareholder value are created in a
slow yet meaningful way. This is where luxury companies that sustainably manage
luxury address social issues without forgetting that, at some point, they have to

Fig. 1 Sustainable Luxury for Overall Well-being (SLOW) value creation model, highlighting
different types of sustainability engagement in the luxury sector
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become profitable and self-sufficient. Luxury companies that fall into this strategic
sustainability engagement type form various collaborations with NGOs, govern-
ment bodies and other private companies to change the rules of the game in solving
specific sustainability challenges.

The SLOW value creation model refers to ‘slow value creation’, not only
because value creation process is slow due to various collaborations that take time
to change the rules of the game for significant impact, but also because it is
connected to the “slow food” movement that originated in Italy. This type of
sustainability engagement emphasizes creation of value largely for society’s overall
well-being, thus rests on the principle that each element of the value creation
process is made regionally with value created to improve local craftsmanship,
preserve local resources, and develop local clusters through collaborations for
capacity-building of the luxury industry, industry-related infrastructure improve-
ments, etc.

Now, let’s walk through each type of sustainability engagement represented in
the SLOW plots. The plots challenge luxury companies to think about which
sustainability practices and strategies they should pursue with regard to sustainable
value creation for society and for themselves.

3.1 The First SLOW Plot: Self-indulgent Luxury

This type of sustainability engagement starts with the assumption that economy is
separate from the biosphere and the environment, and that maximizing profits for
shareholders, growing GDP and optimizing customer utility all lead to prosperity
for everyone. Another assumption behind this engagement is that when markets are
fair and transparent, they will efficiently allocate scarce resources, irrespective of
temporal considerations. Indeed, both of these assumptions are grounded in a
mechanistic worldview that ignores the harm done to other parts of society and the
biosphere. Today, this is the case with many self-indulgent luxury businesses,
majority of which are well-established international brands. These brands rarely go
beyond incremental innovation since they are anchored to the usual neo-liberal
economic mindset. Indeed, these established brands’ progress towards sustainable
management of luxury is slow (Bendell and Kleanthous 2007; Doyle and Bendell
2011). In a study of 20 luxury brands, which were assessed under a series of criteria
such as environment (gold and diamonds, furs, testing on animals, etc.), rights of
workers and activity in politics, it was found that, in general, the luxury industry
reacts to what market and consumers demand, rather than act proactively to sus-
tainability challenges (Gardetti and Girón 2014).

Enjoying high profit margins, self-indulgent luxury brands believe that opti-
mizing near-term shareholder value should be a firm’s primary goal (Friedman
1970), and societal or ecological concerns must not distract private companies.
Such shareholder primacy mindset derives from the view that non-shareholders are
the “means to the ends”. Luxury brands with this type of engagement react to some
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social and ecological concerns through compliance, although economic objectives
remain the overarching priority. They recognize that sustainability management can
help them save costs and reduce risks, yet they do not go far enough to harness
sustainability to prove their attractiveness as an employer, differentiate them from
their competitors, innovate new products or markets, and change rules of the game
in the industry. They very much need the motivation to create disruptive type of
change to advance to transformational behavior. Such a cost and risk reduction
approach to profit maximization and increased shareholder value with secondary
regard to sustainability value as social value can be considered a reactive approach
towards management of sustainability (Dyllick and Muff 2013).

Competitiveness through cost and risk reduction derives from the resource-based
view of business, which is built on the argument that business will engage in
sustainability practices for inimitable competitive advantage (Hart 1995). A cost
and risk reduction approach leads to eco-efficiency strategies, which reduce the use
of resources that ultimately result in shareholder earnings, and reduction in potential
losses (Hart and Milstein 2003). Eco-efficiency within and beyond the firm is a
common environmental strategy used with this type of sustainability engagement, if
any. As McDonough and Braungart (2000) assert, companies with such
eco-efficiency orientation try to reduce the negative effects on the environment
through use of resource reduction such as energy use, water and emissions, as well
as reduction of landfill waste and toxic releases. Yet, reducing and recycling do not
create value for society, let alone stop environmental degradation and destruction.
Rather, radical innovation and product redesign are crucial strategies for long-term
sustainability (McDonough and Braungart 2000).

The luxury giant Louis Vuitton Moët Hennessy (LVMH), a corporation com-
prising over sixty luxury brands, showcases a good example of this type of sus-
tainability engagement, in that LVMH has had an environmental charter since 2001,
and has been auditing its carbon footprint since 2004. More recently, in July 2013,
the company acquired an 80% stake in the Italian business family Loro Piana, to
strategically be able to control a century-old, prestigious brand over vicuna wool, a
valuable and scarce resource. LVMH was fully aware that continued supply of raw
materials for the luxury industry depends on well-managed populations of plant and
animal species, both in the wild and elsewhere, such as farming operations. The
overarching driver of this acquisition was to minimize resource risks and the desire
to create strategic business value for their brand, with some regard to creating social
value for all stakeholders involved. Similarly, Burberry’s decision to close factories
in Britain in 2007 and relocate manufacturing to China was driven by cost
reductions for profit maximization.

Interestingly, numerous luxury brands such as Prada, Hugo Boss and Dolce and
Gabbana have been highlighted in a recent Clean Clothes Campaign report on
conditions in the “Euro-Mediterranean textile cluster”. One striking finding of the
report was that the gap between legal minimum wages (the legal minimum a person
can be paid) and minimum estimates for living wages (the minimum pay rate
needed for a person to lead a decent life) tended to be even larger in Europe’s cheap
labor countries such as eastern Europe and Turkey, than in Asia. Understandably,
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profit depends on companies maximizing the difference between a garment’s sale
price and its production cost, yet some accredited luxury brands can currently
manage to exist outside of this system by paying higher living wages for happier
staff who feel valued, which ultimately leads to lower staff turnover and cost
savings on training (Living Wage Foundation 2014).

High shareholder value with some interest in decreasing negative impacts is
strikingly at play here. Thus, self-indulgent luxury brands strongly believe that
addressing societal or ecological concerns is government’s responsibility, and
compliance with government rules and regulations would be provided should they
be imposed on them. Yet, it is more desirable for businesses to have less regulation
in order to have more freedom in decision-making to be able to meet market and
social factors (Bronn and Vidaver-Cohen 2009). Going beyond compliance can
indeed give businesses huge opportunities for out-designing the competition
(McDonough and Braungart 2000). Some luxury brands have already sensed the
business opportunities inherent in social and environmental issues, which are, when
coupled with discerning customers, good margins and international visibility, make
sustainable management of luxury aspirational. Thus, luxury brands have started
becoming more proactive and indeed more vocal about sustainability initiatives that
extend beyond run-of-the-mill environmental impact reduction. Some luxury
brands have already started shifting from pure compliance to decrease negative
impacts, to the integration of sustainability as a cornerstone of their operations.

This brings us to another type of sustainability engagement “refined luxury”,
which is also characterized by reduction of negative impacts, yet largely through
redistribution of business value among economic, environmental and social value
types, rather than creation of business value only.

3.2 The Second SLOW Plot: Refined Luxury

Plot “refined luxury” represents another type of sustainability engagement whereby
luxury brands rethink their one-sided goal of profit maximization and pursue a
Triple Bottom Line (TBL) approach. TBL value creation is based on the strategic
thinking that a company’s ultimate success or well-being can and should be mea-
sured not just by its business value, but also by its social and environmental
performance (Norman and MacDonald 2004). As such, the concept of TBL mea-
sures the multidimensional business contributions to sustainability (Elkington
1997). Luxury brands with this type of engagement are not only concerned about
economic goals but also social and environmental goals as opportunities for cre-
ating business value. As such, a higher mark-up that is a characteristic of
“self-indulgent luxury” sustainability engagement, gives way to higher standards
with this type of engagement, which are costly to implement. While environmental
goals relate to minimizing negative impacts to a great extent, social goals most
often relate to extra philanthropic CSR activities that fall outside of the luxury
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brands’ core business with the expected benefit of image improvement and other
reputation impacts.

They often differentiate and innovate within the boundaries of their business
models, harnessing the distinguishing principle of sustainable luxury products “buy
less and pay more”. Sustainability actually represents an opportunity for differentia-
tion and innovation within the luxury industry. As Hart and Milstein (2003) assert,
sustainability is a quest for creating synergistic value through sustainable practices,
with focus on differentiation and innovation. Such environmental product differen-
tiation would create greater environmental benefits or impose smaller environmental
costs, compared to similar products (Orsato 2006). Orsato (2006) asserts on his theory
of eco-branding that this environmental differentiation in terms of products and ser-
vices could further provide competitive advantage. This supports Nidumolu et al.’s
(2009) assertion that “becoming sustainable” is an outcome of developing sustainable
offerings or redesigning existing ones to become eco-friendly.

Some luxury brands with “refined luxury” engagement are even envisaged to go
further to develop new business models, to create value that will change the basis of
competition. Although raised operating costs would be the case, such differentiation
could justify a company’s price premium (Reinhardt 1998), by simply satisfying
luxury customers’ willingness to pay a premium for sustainable products (Blanco
et al. 2009). Bendell and Kleanthous (2007) argue that the investment required to
improve sustainability performance will be repaid because of increasing demand
from luxury consumers for more sustainable options.

Luxury brands with “refined luxury” engagement embed TBL concerns of profit,
people and planet into their supply chain and establish sustainability strategies and
plans through sustainability management systems and proper sustainability
reporting. Programs and activities are managed, measured and reported through
integration of sustainability goals into management and governance structures such
as cross-functional committees, policies and guidelines. Internal reporting includes
differentiated TBL activities and results with improved TBL value creation. An
evaluation of 56 academic studies by Deutsche Bank revealed that companies with
high ratings for ESG (environmental, social and governance) factors have a lower
cost of debt and equity. In 89% of the studies reviewed, companies with high ESG
ratings outperformed the market in the medium (three to five years) and long (five
to ten years) term (Fulton 2012). This implies that integrating sustainability into
business operations contributes to increased shareholder value.

Value creation goes beyond shareholders and takes into account other stake-
holders who are also indirectly involved in the business itself. This stakeholder
perspective is built on the premise that interests of many non-shareholders are also
viewed as “ends”, rather than “means”. Value is largely created by clean trace-
ability, reaching beyond the tangible beauty. Luxury brands with this type of
sustainability engagement use traceability as a starting point for creating value
along their supply chain. For these luxury brands, sustainable luxury means clear
traceability. Traceability can be defined as the journey to the past to understand
where a product comes from, its components, raw materials and their extraction
(Gardetti and Girón 2014). For Elvis and Kresse and Bottletop, for instance, their
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approach to traceability is to use waste material from fire hoses and ring pulls from
drink cans, respectively. For We are Knitters, Big Blue Bike and Pachacuti,
traceability is about using wool, Panama straw or alpaca fibres, produced or grown
sustainably whereby local communities are involved to a great extent. The launch
of the first fully traceable luxury eco-bag by Gucci in 2013 is another initiative in
this regard. The luxury eco-bag is accompanied by a passport that certifies the
leather’s provenance from ranches in Brazil that do not cause deforestation, the
work of craftsmen in Gucci’s factory in Florence, and the origins of the handle
made from fast-growing bamboo (Armstrong 2013).

These luxury brands start out from the assumption that if they give visibility to
the supply chain of their products, they thereby reveal their strongest values
(Hockerts and Wustenhagen 2009). For that reason they revalue the local culture
and indigenous people, and respect both direct and indirect stakeholders. Indeed,
the role of values is very important in that idealistic values regarding social and
environment goals can be translated into value of economic assets (Dixon and
Clifford 2007). As such, there have been some attempts to set minimum standards
for the sourcing of raw materials in the luxury industry, such as The Sustainable
Luxury Working Group’s industry-wide animal sourcing principles developed by
its members such as Burberry Ltd., Cartier, Gucci and LVMH (BSR 2011), leading
to supply chain transparency of some luxury brands.

However, the sector still has significant ground to make up in the field of
sustainability. A 2013 PricewaterhouseCoopers (PWC) sustainability report on the
ASEAN region, which accounts for a large share of wildlife-sourced products used
in the luxury industry, shows that the luxury industry still has a lot to cover
regarding sustainable management of luxury. The report highlighted that sustain-
ability is still not measured in the supply chain of 80% of companies in the report
(PWC 2013: 5). Similarly, according to a 2012 Swiss-based private Bank Sarasin
report, the challenge of luxury brands is to develop sustainable supply chain
management systems for traceability and more transparency (Ashida 2012). Yet, no
single company is able to tackle such a multi-dimensional challenge alone, in
isolation from its environmental and social context—namely, without a holistic
approach (Hashmi and Muff 2014).

Thus, the relational view of a firm comes into play with this type of sustain-
ability engagement. The theory of the relational view highlights the importance of
relational networks, network resources, and dynamic capabilities as these play a
crucial role in creating competitive advantage. In this concept, collaborative actions
are considered key determinants of competitive advantage, and these collaborations
are required to be adopted internally and externally at inter-firm level (Daveu 2014;
Jackson 2011). These collaborations, because they are considered specialized
knowledge, lead to inimitable capabilities, thus possible sources of competitive
advantage (Conner and Prahalad 1996; Dyer and Singh 1998; Barney 1999;
Duschek 2004). The luxury menswear brand Ermenegildo Zegna’s collaboration
with Loro Piana—the luxury textile mill, is a good example of such inter-firm
synergy creation. In this collaboration, both companies have committed resources
by supporting Peruvian shepherds in raising Vicuna, an endangered species animal
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that produces wool of exceptional quality. Thus, they simultaneously contribute to
the sustainability of diverse species and shepherds’ livelihoods, as well as secure
the supply of wool for their suiting clothes (Bendell 2012; Kahn 2009), creating
shared value (CSV).

The concept of creating shared value can be considered a recent development of
TBL value creation strategy that utilizes the relational view of a firm to a great
extent. Creating shared value is achieved through reconceiving products and mar-
kets, redefining productivity in the value chain and enabling local cluster devel-
opment in the form of local, industry and inter-industry collaborations (Porter and
Kramer 2011). CSV rests on the principle of creating economic value in a way that
also creates value for society by addressing its needs and challenges (ibid). Thus,
optimization of economic, social and environmental value is achieved linking
corporations to society at large, which is the polar opposite of shareholder value
management (Friedman 1970; Rappaport 1998). This balanced approach to sus-
tainability recalls the wisdom of one ancient philosopher, Aristotle, in his
description of and his desirability for achieving the “Golden Mean”—nothing to
excess (Aristotle, n.d.).

Although additional value is created to some extent, by offering sustainable
products and services and communicating them in ways that empower and educate
consumers, which in turn strengthens the brand and the company’s reputation
(Porter and Kramer 2006; Ottman 2011), this additional value is created through the
issues and concerns that emphasize “the business case for sustainability”, thus
business value (Dyllick and Muff 2013). In this framing, issues such as global
warming, food scarcity, decreasing biodiversity, a health care crisis, and just about
every other environmental and social issue are considered through the
profit-making calculus, rather than as a matter of corporate or shared responsibility.
Such an inside-out perspective limits value creation in the sense that tackling social
and environmental issues becomes confined to an organization’s resource capa-
bilities and its business case for sustainability.

Kering can be considered a leading best practice in terms of “refined luxury”
sustainability engagement. Kering’s five-year social and environmental plan for its
key luxury brands is, as yet, the most ambitious. As part of the group’s overall
Profit and Loss account, Kering’s multi-tiered action plan focuses on the reduction
of carbon-dioxide emissions, waste and water, sourcing of raw materials, hazardous
chemicals and materials, and paper and packaging. Kering’s code of business
practice at the group level includes guidelines for leather, exotic skins and fur.
Specifically, the group aims to phase out PVC entirely, source 100% of its paper
from certified sustainably managed forests (sourcing a minimum 50% recycled
content) and evaluate key suppliers once every two years, by 2016. Kering aims to
eliminate all hazardous chemicals from its production by 2020.

In terms of social value creation, Kering is engaged in both philanthropic CSR
and strategic CSR. Within Kering’s luxury portfolio, social value integration is more
advanced at some brands than it is at others, but the group’s overall CSR objectives
look cohesive overall. Gucci, for instance, has emerged as one of the leaders,
through its philanthropic activities such as charity, donations and sponsorships. In
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terms of strategic CSR, Kering contributes positively to capacity building of the
luxury industry, thus creates social value to some extent. The luxury conglomerate
has signed a five-year partnership with the London College of Fashion lending
support to fashion education on sustainability issues. It has set up a laboratory in
order to develop sustainable solutions regarding materials and manufacturing.

With this type of sustainability engagement, motivation for increased business
value still overweighs desire for increased social and environmental values. Thus,
business value is largely redistributed, rather than created solely through sustain-
ability challenges. Although luxury brands with “refined luxury” work up and down
their value chain and collaborate closely with external stakeholders, social value is
yet to be created in a holistic way—without distinguishing between environmental,
social and economic values separately, and with an external focus of seeing the
organization as an inter-independent figure in the economy.

3.3 The Third SLOW Plot: Thoughtful Luxury

In “Thoughtful luxury”, Corporate Social Responsibility (CSR) projects play a
dominant role in the creation of social value. Having reached some operational
efficiency through compliance, luxury brands with this type of sustainability
engagement direct their attention to what society wants from them and what social
value they can add to society through voluntary CSR initiatives. Luxury brands start
to delve into giving back to society, specifically on the social issues they prefer.
This is largely because CSR is voluntary compliance rather than a well-planned
solution to social challenges. Most luxury brands with this type of sustainability
engagement portray philanthropic CSR activities, which consist of donations to
worthy social causes, charity and volunteering. In most cases, these activities fall
outside of the company’s core business rather than enlarge core business or develop
new business. Such philanthropic CSR engagement creates only marginal social
impact because activities most often do not strategically align with the company’s
core business (Porter and Kramer 2006). Thus, the engagement remains reactive
and non-strategic, as the underlying purpose is to seek reputational benefits and
legitimization for business concerns. To sustain economic viability and create
business value, CSR needs to be strategic (ibid). Since CSR is about business value
appropriation through giving financial resources with no positive repercussion
(Aupperle et al. 1985), it can be considered a source of competitive disadvantage.

Luxury brands with high CSR orientation seek societal legitimization in the eyes
of stakeholders, which, once achieved, may lead to enhanced reputation and growth
of shareholder value (Hashmi and Muff 2015). However, there is still lack of
empirical research on the potential association between CSR and shareholder value.
Although search for increased shareholder value is largely rooted in the belief that
there is a relationship between CSR and CFP (corporate financial performance)
(Carroll and Shabana 2010), various studies have shown positive, neutral and
negative associations in the relationship between CSR and CFP, making extant
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research inconclusive (Margolis and Walsh 2001). Hart and Milstein (2003) assert
that as the theory of legitimization extends to numerous external stakeholders in the
value chain, stakeholders’ interests are likely to affect or can be affected by the
achievement of an organization’s objectives.

When it comes to philanthropic CSR, Gucci can be considered a leading best
practice. Gucci is particularly active in philanthropy relating to women’s empow-
erment and girls’ education. To date, Gucci has contributed over $10 million to
UNICEF during an eight-year partnership, through a mix of charitable donations and
by creating “UNICEF” products, whereby 25% of the retail proceeds are passed on
to the charity. In 2013–2014, Gucci’s donations from sales of the Gucci Nice
shopper bag has benefited UNICEF’s “Schools for Africa” and “Schools for Asia”
initiatives, which aim to provide access to quality education for millions of the most
vulnerable children. Chime for Change, a campaign launched in 2013 to support
women and girls’ education, health services and justice have perhaps been Gucci’s
most visible CSR initiative. Gucci actively supports the Foundation for Women’s
Dignity and Rights, which combats violence against women and promotes the
empowerment by supporting community-based projects and encouraging employee
engagement to sustain women’s causes around the world. The company has also
established two women’s film awards with the Tribeca Film Institute and the Gucci
Award for Women in Cinema with the Venice Film Festival. Last but not least,
Gucci was one of the first companies in the luxury industry to voluntarily initiate a
CSR certification process—SA 8000, for its entire production cycle. According to
the brand, this certification—relating to the leather goods, jewelry, footwear and
clothing supply chains and to the logistics hub—stands for values such as business
ethics, respect for human rights, workers’ health and safety, and equal opportunities.

Most luxury brands that display “Thoughtful luxury” react positively to societal
issues without focus for business value creation. However, some brands perform
CSR activities close to their existing core business, and target environmental and
social performance of existing business operations. They expect improvements to
environmental and social aspects of their core business in the form of cost and risk
reduction and reputational improvement. Few luxury brands start getting strategic
with their CSR activities and integrate them into their core business operations.
Since reputation is the main competitive advantage of luxury companies, their CSR
strategy most often aims to preserve and diffuse the image of a responsible business.
Luxury brands with integrative CSR engagement (Halme and Laurila 2009) prefer
to adhere to mechanisms to develop and regulate practices in the regulation of
human rights, such as the Responsible Jewellery Council, which is committed to the
regulation of social and environmental practices, and human rights in the gold and
diamond supply chain (Gomes and Yarime 2015). They also support NGOs in
connecting with local communities or reviving traditional skills to apprentices.

The iconic Fifth Avenue jeweler—Tiffany and Co., demonstrates a good
example of such integrative CSR engagement. Tiffany’s overarching contribution to
social value creation is the creation of awareness on threatened coral reefs due to
destructive fishing techniques, particularly trawling. Emphasizing that coral reefs
generate a great deal of marine life where fish spawn and young fish find protection,
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Tiffany and Co. has not only removed coral jewelry from its product range, but it
continuously draws attention and gives visibility to this environmental issue by
devoting its shop window space to informing consumers. Although its decision not
to use coral has a marginal impact on the process of destruction of coral reefs, the
company’s positive contribution in the form of educating consumers on this
environmental challenge has a significant impact on society. Tiffany and Co. also
collaborates with organizations such as Oceana to seek a change in legislation to
restrict the practice of trawling.

Hermes and Mulberry are other luxury brands that preserve their reputation and
brand integrity by acting as an ethical and responsible company, with CSR activ-
ities close to its existing core business. Hermes, for instance, has offered consumers
the chance to experience the skills associated with the brand through workshops or
craft days. Festival Des Metiers at the Saatchi Gallery in 2013 was an insight into
the craftsmanship of Hermes, whereby visitors queued for hours to see a silk scarf
screen-printed. The exhibition put the brand in a gallery context and boosted its
cultural credentials. Similarly, Mulberry Loves Craft tent at Wilderness festival in
2014 was a hugely popular workshop where festivalgoers could customize a
Mulberry leather armband.

Other examples of integrative CSR initiatives are from the timepiece industry
such as: The International Watch Company (IWC)’s partnership with the Charles
Darwin Foundation to conserve the endemic flora and fauna of the Galapagos
Islands, Omega’s support of the GoodPlanet initiative to raise awareness about
environmental protection, and Audemars Piguet’s contribution to the conservation
of the world’s forests since 1992. Clearly, CSR activities of these luxury brands
contribute to social value creation as a positive side effect of being environmentally
friendly, rather than as a well-planned solution to societal challenges.

3.4 The Fourth SLOW Plot: Sustainable Luxury for Overall
Well-Being

Luxury brands with this type of sustainability engagement start with a holistic
purpose such as well-being, and create relatively slow yet meaningful value for
society, improving aspects of well-being, such as quality of life, education, health
and social justice. They address social issues without forgetting that at some point,
they have to become profitable and self-sufficient. They create social value as well
as shareholder value by developing alliances as well as disruptive products and
services aimed at improving overall well-being of society. This is in accordance
with an extension of the resource-based view, which is called dynamic capabilities
where competitive advantage may accrue in changing market conditions. It is all
about fusing changing market conditions as external resources, with a firm’s
internal capabilities and competences through a holistic approach. Indeed, com-
panies can create both social and business value by quickly responding to changing
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market conditions (Eisenhardt and Martin 2000; O’Regan and Ghobadian 2004). In
view of today’s diminishing planetary boundaries that demand resource efficiency,
minimization of negative business impacts is a must-have in crafting and managing
sustainability strategies. Yet, what is more important is worsening societal
well-being that demands eco-effectiveness and socio-effectiveness from businesses,
which necessitates positive contribution to society at large.

Luxury brands demonstrating “sustainable luxury for overall well-being” sus-
tainability engagement are very much aware of changing market conditions such as
sustainability challenges, which they see as potential added value to their business
value. Thus, they start with sustainability challenges and positive contribution to
society in mind, and work towards their resources, competences and business
model, to improve the well-being of the planet and society through economically
viable projects that ultimately lead to increased business value also. This is why
they are generous to share their knowledge and experience with those who may
contribute to their dream with success and speed. These brands are good at systems
building, often through interdependent collaborations between many disparate
organizations that create positive impacts on the society and the planet. Indeed,
research findings suggest that companies can start with societal challenges, adapt to
them, profit from them and enhance overall well-being (Network for Business
Sustainability 2012). According to a 2013 UN Global Compact report, 84% of the
1000 global CEOs surveyed agreed that business should lead efforts to define and
deliver new goals on current sustainability challenges.

Luxury brands with this type of sustainability engagement perform their sus-
tainability activities holistically based on the underlying principle of “do good by
doing new things with others”. They deliberately choose to contribute to social
value creation in one or some of the four well-being aspects identified previously:
quality of life, education, health and social equity, which largely align with their
values. These brands then aspire to deliver better products and services to customers
around the world, with focus on differentiation and innovation that further lead to
business value creation. This is different from “refined luxury” engagement, which
derives from well-defined TBL values of people, planet and profit for the ultimate
purpose of business value creation. With “sustainable luxury for overall
well-being”, social value and business value are considered equally important, yet
social value creation is given priority in deploying organizational resources and
competences.

Eden Diodati can be considered a good example of a luxury brand that appears
to be leading “sustainable luxury for overall well-being” sustainability engagement.
Launched in 2012, Eden Diodati chose to contribute to social equity and quality of
life aspects of well-being with an outside-in perspective that currently shapes its
overarching business strategy. Thus the brand committed to a fashion ethos based
on four principles: global cultural collaborations for stunning designs, an ethical
manufacturing with artisans to re-create their futures, a vision to offer women the
opportunity to experience true beauty through compassion and love for others, and
finally a commitment to donate 10% of shareholder dividends to Medecins sans
Frontieres, an international humanitarian-aid NGO and Nobel Peace Prize laureate,
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best known for its projects in war-torn regions and developing countries facing
endemic diseases. The brand manufactures a sizeable portion of its garments
through a non-profit cooperative in Italy, where disadvantaged women on the
fringes of society are given the chance to learn skills and rebuild their lives through
their work with Eden Diodati. Thus, the brand contributes to social equity by
integrating disadvantaged women in its business model and empowering them.
Eden Diodati has been recognized by the Ethical Fashion Forum, the industry body
for sustainable fashion, and through its Fellowship 500, unites fashion innovators
around the globe in a network supporting sustainability “from field to final pro-
duct”, namely, along their supply chain (www.ethicalfashionforum.com). Eden
Diodati also justifiably contributes to quality of life in war-torn and vulnerable areas
of the world by linking beauty to a broader value, namely love and compassion for
others, vulnerable people in particular.

Another best practice is Elvis and Kresse, a certified B-Corp and a Positive
Luxury trusted brand whose products are stocked in Harrods and are renowned for a
stylish range of high-end bags, wallets, belts and cases from decommissioned
fire-brigade hoses that would normally end up in landfill. For Elvis and Kresse,
design begins with a sustainability challenge, rather than with an idea. Elvis and
Kresse’s business was established in 2005 to solve environmental and social issues,
waste problems in particular. Having started with fire-hose, the company now
manages to recycle all the fire hoses in the UK, which would otherwise be thrown
in landfills each year (Gardetti and Girón 2014). The company currently reclaims
more than 10 different materials, and further engages their material partners and
their key stakeholders to share and see if more good could be done with the surplus
of an already good business. Thus, they’re looking for franchisees around the world
to implement the methodology they have successfully developed in the UK, further
extending into the business of sustainability to increase their social impact in other
countries.

For Elvis and Kresse, proving value for society, changing perception and
respecting resources is the challenge. The company re-distributes up to 50% of
profits to various projects and charities related to the unique materials they reclaim.
For instance, 50% of the profits from their fire hose range are donated to the Fire
Fighters Charity. Elvis and Kresse see success not only as the bottom line, but also
in two additional measures that they consider equally important: amount of waste
diverted from landfill, and amount of money redistributed to charities. The brand
creates social value while also creating business value that is further redistributed as
social value in the form of donations. Elvis and Kresse contributes to the health of
the planet with its focus on resolving the waste issue, as well as educating its
stakeholders by sharing know-how and involving them in their social
entrepreneurship business model; thus the company clearly contributes to the health
and education aspects of well-being for society. Although this may look like cre-
ating shared value at first glance, it is indeed different, in the sense that Elvis and
Kresse starts with a sustainability challenge such as waste and develops its business
model around it with an outside-in perspective, rather than start with the conven-
tional neo-liberal value creation mindset and then create environmental, social and
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economic value with the overarching “business case for sustainability” must-have
in mind.

As we can see, sustainability engagement of the aforementioned two
best-practices, is built upon collaborations with charities or NGOs for increased
social impact. Creation of next-practice platforms in the form of business models,
synthesizing technologies and regulations in different industries would require
becoming a network of alliances either across the value chain or in partnership with
other companies, or policy-makers (Nidumolu et al. 2009). Similarly, Porter and
Kramer (2011) emphasize the importance of enabling local cluster development as
an essential element of creating shared value. Finally, Larson et al. (2000) draw
attention to the importance of forming alliances to be truly sustainable and solve
sustainability challenges. It can easily inferred that, modification of organizational
structures around well-being issues and integration of well-being metrics into
sustainability reporting, in consultation with relevant societal representatives such
as policymakers and NGO representatives, is the case with this type of engagement.

One major challenge with well-being focused sustainability engagement is the
difficulty of using a common denominator to understand social value creation in
financial terms on the same valuation basis (Gray et al. 1996). As aspects of
well-being such as education, health, social justice and quality of life require
economic and social metrics that are qualitative in nature, it becomes challenging, if
not possible, for companies to make up poor social performance on one well-being
issue by doing better on another one (Hashmi and Muff 2015). Social value mea-
sures, as compared to environmental value measures, are relatively more qualitative
in nature, and their qualitative nature presents difficulties for standard setting and
benchmarking (Wöber 2002). Indeed, measurement with the same or at least
comparable methodology for different elements of sustainability is still a challenge
(Beckett and Jonker 2002), and yet to be improved in academic research.
Forward-thinking luxury brands, however, would almost always aspire and commit
to well-being issues regardless of challenges and keeping the following quote in
mind:

Capitalism does millions of things better than the alternatives…. However, it is totally ill
equipped to deal with a small handful of issues unfortunately. They are the issues that are
absolutely central to our long-term well-being and even survival.

(Jeremy Grantham)

4 Conclusions

The globalization and exponential growth of the luxury industry, fostered by strong
demand from China, has led to greater social and environmental impacts, raising the
issue of sustainable management of luxury: the sourcing of raw materials such as
gold and gems, the health impacts of toxic residues present in the textile supply
chain, attendant labor conditions due to outsourcing to developing countries, and
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animal welfare issues for luxury leather goods manufacturers. This lays the ground
for the luxury industry to embrace new environmental and labor standards and
sustainably manage their brands. While the luxury industry remains relatively far
from sustainable in the pure sense of the word, steps by luxury brands towards
sustainable management of luxury still present a positive change, regardless of how
big or small. Yet, the duty of luxury becomes not only to act, but also to mobilize,
to have a large impact in educating customers to be less wasteful, mainly because of
its role as a trendsetter.

Luxury goes hand in hand with sustainability. A sensible starting point is that
luxury can be considered as placing an importance on durability in line with the
concept of fewer but better. Luxury brands, unlike premium or mass brands, sell
products that are rare, and are thus resource-dependent, which increases their need
for sustainability. Indeed, luxury is, by its very nature, timeless, durable and long
lasting. Luxury goods have then implicit sustainability built in as they do not go out
of fashion and are long-life products. Moreover, luxury is very close to sustainable
preoccupations as it is founded on respect for fine natural resources and crafts-
manship that result in a rare and beautiful product charged with meaning, heritage
and a story. Luxury companies can promote specialized skills and train employees,
thus ensuring that such skills are sustained and enhanced. To this end, luxury
brands are potentially less sensitive to cost reduction compared to fast fashion, and
more with creating value. Furthermore, exclusive goods and services with sound
social and environmental credentials as well as positive social and business value
sound more meaningful, and the link to sustainability for overall well-being
becomes less disagreeable.

Yet, the luxury industry’s approach to sustainable management of luxury is quite
fragmented with differing motivations, types of sustainability engagement and
measures of value creation. The Sustainable Luxury for Overall Well-being
(SLOW) value creation model, in this sense, aims to provide luxury industry
professionals and academia with a tool to understand and differentiate between
various types of sustainability engagement that lead to varying degrees of share-
holder value and social value. Due to their high potential and high profile to make a
relatively higher positive impact as compared to other industries, luxury brands
have a bigger responsibility to solve sustainability challenges and prioritize social
value over shareholder value. This requires a radical paradigm shift from the
mechanistic industrial mind to the holistic socio-ecological mind, which in turn,
necessitates a broader purpose such as “overall well-being”. Indeed, the holistic
concept of well-being breeds within itself solutions to solve social and environ-
mental issues such as social equity, public health, poverty, education, quality of life,
energy and water. Thus, linking the conventional purpose of business to happiness
or well-being of society would be a worthwhile attempt in sustainability manage-
ment of luxury companies.

The SLOW value creation model is a proposed theoretical contribution that sets
the foundation for further empirical research in the sustainable management of
luxury. Although the SLOW model was elaborated with reference to assessments of
some top most valuable luxury brands’ sustainability engagements, the adoptability
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of SLOW, yet, needs to be applied to other luxury brands in the industry. SLOW
offers important insights to luxury brand managers and sustainability experts who
aspire to resolve today’s social challenges with business acumen. Last but not least,
the SLOW value creation model can be considered an important contribution to
transcending to the social entrepreneurship mindset in these times when there’s
growing need for awareness of “it’s not how big companies grow, but it’s how they
grow big”, to improve today’s current economic paradigm.
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The Strategic Role of Authenticity
in the Luxury Business

Patricia Anna Hitzler and Günter Müller-Stewens

Abstract Authenticity is considered to be one of the major challenges for the
luxury segment of our time. Crises and scandals in the economic world change
behaviors of luxury consumption: Today, luxury clients are looking for authen-
ticity, purpose and sustainability. Furthermore, the progressive democratization of
luxury and the increasing imitation of a luxury-specific strategy by mass product
manufacturers lead to an erosion of the notion of “luxury” and its mysticism.
Luxury becomes commonplace.

Keywords Authentic employees � Authentic luxury � Authentic strategy �
Authenticity � Authenticity concept � Craftsmanship � Differentiation � Drivers of
authenticity � Heritage � Identity � Key bearers of authenticity � Luxury � Luxury
business � Management of luxury � Mission � Passion � Positioning tool � Public
image � Self-image � Spirit � Values

The luxury industry sustainably tries to defend its exclusive status. It attempts to
escape from the dilution with mass producers and now refers to itself as “authentic
luxury” or as an “authentically operating luxury segment.” If, however, we take a
closer look at the notion of “authenticity”, we find that it is an elusive concept and
that it is difficult and vague to provide the strategic positioning of a luxury product
with sufficient advice. What does authenticity precisely mean nowadays? What does
it mean in the contemporary economic environment? What features and criteria
have to be taken into consideration in order to act authentically as a company in the
luxury business and to be perceived by stakeholders as a real authentic enterprise?

In an empirical study, we analyzed the main features of the construct authenticity
with experts from six companies of the luxury industry. To be sufficiently concrete
with our results for decision-makers, we linked our research on authenticity with the
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different activities of the strategic value chain of a luxury goods company.
Therefore, this paper gives an overview of the drivers and features of authenticity
integrated in a luxury-specific value chain that can be used as guidance for man-
agement. It also provides a tool that may be applied for individual implementation
of a strategy based on authenticity. With the choice of and concentration on the core
criteria, this authenticity concept can, as a differentiation and positioning tool,
protect the luxury segment in a sustainable way.

1 The Luxury Segment: Risk of Dilution

Luxury is omnipresent today. Many products and services are declared as “luxury”,
“premium”, “exquisite” and in similar terms. Discounters, for instance, offer
“gourmet” and “deluxe” product lines. Drugstore chains publish advertising
magazines under the name “Luxury” and the music industry promotes CD albums as
limited “deluxe” editions. Fashion companies that mass-produce their textiles in the
Far East are considered high quality premium providers and low price chains avail
themselves of renowned designers to profit from the symbolic added value of the
luxury industry. In recent years, the manufactures of mass products have increas-
ingly adopted the strategy of the luxury goods segment and use the same commu-
nication tactics to place their products with the consumer (Kapferer and Bastien
2012, pp. 39–40). They attempt to escape the image of a commodity product as a
means of differentiating themselves and to be in a position to realize a price pre-
mium. The term “luxury” therefore loses its meaningfulness and mysticism—it
becomes commonplace. The exclusive status of the luxury industry starts to fade.

But some luxury goods manufacturers contribute to this dilution themselves.
Examples are expensive perfumes or bags dumped onto the market. And some
manufacturers of luxury brands have meanwhile opened one of its stores “on every
corner” and the uniqueness is lost. Then the luxury products are simply expensive,
but anything other than special.

This leads to confusion and skepticism among luxury consumers (Bellaiche et al.
2010, pp. 1–5). The advance of democratization of luxury and changing consumer
behavior compound this dilemma. Is it not more elegant for a liveried chauffeur
from Uber to drive you in a Bentley than to own and drive one yourself? Soon
everyone will have access to one of the numerous luxury product categories. The
social strata that used to elevate true luxury consumers from others are becoming
diluted and are partly vanishing (Kapferer and Bastien 2012, p. 11).

Furthermore, the crises and scandals in the business world have also changed
customer behavior. “Understatement” has been propagated since the 2007/2008
recession (Wittig et al. 2014, pp. 91–94). The luxury clientele has developed from a
“consumer society” to a society that longs for authenticity, purpose and sustain-
ability (Albers 2014, p. 118).

The Internet, and especially social media and blogs, also offer a high degree of
transparency. This can be used for the benefit of enterprises through word-of-mouth
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or may ruin their reputation within a few hours in the case of failures, e.g.
uncovering unethical behavior.

Demographic change accompanied by the replacement of the often satiated
“baby boomers” as the highest-spending consumer group with “Generation Y”,
leads to changes in the luxury segment (Bain & Company 2014). In 2016, this
generation will already represent the main consumer group for luxury goods (The
Economist 2014); a generation that has grown up with digitalization and views may
things skeptically. They expect transparency, authenticity, ethical working condi-
tions and practices from luxury goods manufacturers (Young 2014, p. 107).

All these changes in the framework conditions and new customer requirements lead
to new challenges in the luxury segment. This sector “that ideally sells staged stories
and perfect illusions” (Albers 2014, p. 118) also has to rethink and reposition itself.

The luxury industry is already attempting to respond to these external influences,
to sustainably protect its exclusive status and to escape dilution with the manu-
facturers of mass products. Some call themselves “authentic luxury”, as an “au-
thentically operating luxury segment”. Yet if the notion of “authenticity” is
examined in more detail, hardly anyone can put it into words or express a strategic
recommendation for management.

Authenticity is considered the challenge for the luxury segment of our time. If
the familiar world starts to falter with doubts and mistrust arising, authenticity offers
people safety and confidence (Peterson 2005, p. 1083). Authenticity can be
deployed in enterprise management as a positioning and differentiation tool. Where
this is appropriately applied in the enterprise, i.e. such that authentic leadership is
also considered, it can strengthen the market position, generate value, ensure cus-
tomer retention and loyalty, as well as stronger identification with the company, its
brands and products (Napoli et al. 2014, p. 1096).

But what exactly is understood by “authenticity” today? What does it mean in
enterprise management? Which features and criteria have to be considered in order
to be in a position to respond authentically as an organization in the luxury segment
and to be perceived as authentic by one’s stakeholders?

2 Authenticity—Definition and Characteristics

The origin of authenticity is to be found in ancient philosophy (Harter 2002,
p. 382ff). But the construct has undergone synonymization and abstraction with
terms from several fields (Knaller 2006, pp. 17–18).

2.1 Origin and Development

Today’s noun “authenticity” has its origins in the Greek adjective “authentikós” and
the late Latin adjective “authenticus”, which means “vouched”, “true” (Pandel

The Strategic Role of Authenticity in the Luxury Business 31



2009, p. 30), “reliable”, “correct” or “in relation to the originator” (Knaller 2006,
p. 18).

In the German-speaking region, the terms “recognized, rightful and binding” that
describe today’s adjective “authentic” date back to the 16th century. Knaller (2006)
explains that the noun first appeared in the mid 18th century in German, French and
English usage. However, the normative concept of value and validity meaning
“truthful, actual, direct, undisguised, unadulterated” only arises in the 20th century
with the fusion of the preparatory terms (original, true, truthful, immediate) with the
original meaning (authorship, sense of being bound to tradition and vouched for)
(pp. 31–32).

Firstly used in author authentication in the literature (end of the 18th century), the
word was then used in the context of originality and genuineness in the arts scene,
and thereafter (mid 20th century) as the original or in relation to the originator in the
music world, it now still has the invariable meaning. Etymologically, “authenticity”
is anchored in semantics (Knaller 2006, pp. 20–31). If you enter “authenticity” in
the search for reference books from a well-known online provider, literature results
from over 20 different disciplines appear, such as philosophy, linguistics, fine arts,
sociology, social sciences, educational theory, business, psychology, architecture,
mathematics, medicine, chemistry, physics, astronomy and many more besides.

In summary, authenticity can be described as a dynamic concept with a broad
range of associations (Burmann and Schallehn 2008, p. 20). Because with the
permanent changes in the environment (new areas of research, change in society),
new concept and synonym formations arise (Knaller 2006, pp. 21–31).

2.2 Authenticity in Research and Science

The dynamics of authenticity are also noticeable in the attempts at definition in
research. The sociologist Wang (1999) clarifies that authenticity cannot be captured
in a simple definition. She writes:

[…] authenticity is not a matter of black or white, but rather involves a much wider
spectrum, rich in ambiguous colors (p. 353);

and illustrates that authenticity has many facets. It may be understood as a
multifaceted, ambiguous concept (Gilmore and Pine 2007), which is defined in
research over a wide range as (Fig. 1):

• Original and no imitation (cf. Jones et al. 2005, p. 893; Gillmore and Pine 2007,
pp. 49–56; Kennick 1985, pp. 4–5; Schallehn 2012a, p. 77),

• something “truthful and unadulterated” (Kennick 1985, pp. 4–5), or
• something real and undisguised (Schallehn 2012a, p. 77),
• sincerity and honesty (cf. Beverland 2005, pp. 1025–1027; Boyle 2004,

pp. 16–22; Fine 2003, pp. 160–162; Holt 2002, pp. 25–31; Peterson 2005,
pp. 1086–1090),
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• naturalness (cf. Boyle 2004, pp. 16–22; Gilmore and Pine 2007, pp. 49–56),
• purity and originality (cf. Fine 2003, pp. 160–162; Holt 2002, pp. 25–31;

Gilmore and Pine 2007, pp. 49–56),
• uniqueness and individuality (cf. Boyle 2004, p. 285; Schallehn 2012a, p. 77),
• faithfulness (Peterson 2005, pp. 1086–1090).

Authenticity may be related to subjects and objects (Knaller 2006, pp. 21–22).
Object authenticity is based on a relationship to the originator and is considered as
evidence or a guarantee of genuineness (Grayson and Martinec 2004, p. 310),
which can be confirmed by institutions and experts (Knaller 2006, pp. 21–22). In
anthropology, the object is placed in relation to a social or cultural identity
(Schallehn 2012a, p. 25). Here the authenticity of the object is not questioned, but
rather whether it corresponds with the perceived social or cultural identity
(Schallehn 2012a, p. 25).

Subject authenticity is described in anthropology as “an internal […] state to be
strived for, which is considered to be ideal, which includes the return to or arrival at
a place of origin” (Schallehn 2012a, p. 28). For instance, in times of crisis and
upheaval people long for a safe, authentic place of retreat (Huyssen 2006, S. 235),
where personal goals, such as control, connection, belonging and virtuousness, can
be fulfilled by authenticity (Beverland and Farrely 2010, pp. 841–848). In psy-
chology, the individual and his self-realization is at the focus of attention (Schallehn

Fig. 1 Etymology of the term authenticity (Source Authors, own illustration)
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2012a, p. 27). Here “self-images and emotional states […] are expressed in a
subjective coherent way” (Schallehn 2012b, p. 56), even if these leave no positive
impression. In sociology, authenticity builds upon truthful and real self-portrayal,
i.e. an individual presents himself externally in a way that is consistent with his or
her own identity (Wang, 1999, pp. 359–360). The social psychologist Fine (2003)
warns that authenticity can be lost if, e.g. artists allow themselves to be seduced by
the market and no longer work according to their own conviction, imagination and
artistic vein, but rather create objects the market wants, so as to be able to sell them
better (p. 166).

However, authenticity can be both a theoretical, as well as a created construct
(Napoli et al. 2014, p. 1096). It is a matter of discussion whether it may be “staged”
and “constructed” (Peterson 2005) or it has to be real and not artificial, not arranged
(cf. Fine 2003, p. 166; Jones et al. 2005, pp. 897–898; Schallehn 2012a, p. 77).
Furthermore, the construct as a mixture of true and invented elements is subject to
discussion (cf. Grayson and Martinec 2004; Rose and Wood 2005).

In their study, Grayson and Martinec (2004), elicited, for instance, that both
reality and fiction can be perceived as authentic, as long as it makes sense for the
recipient. It has to correspond with the individual’s power of imagination, experi-
ence and belief (p. 310), as well as the cultural symbolism (Culler 1981), and must
be internally honest and consistent and fit the respective context (Wang 1999,
pp. 355–357).

It is important to realize that people may perceive things and situations differ-
ently because of their cultural background, their environment, their experience.
Hence, the evaluation of truth and genuineness along with the associated evaluation
of authenticity may turn out differently (Grayson and Martinec 2004, pp. 296–297).
Consequently, it must be stressed that the assessment of authenticity is dependent
on individual judgement, one’s own identity and the given circumstances (Leigh
2006, p. 482).

2.3 Authenticity in Enterprise Management

The identity of an enterprise also plays a key role from a business point of view.
Here, as in sociology, authenticity is understood to be the agreement of the
self-portrayal of the corporation with its own identity. The identity of an organi-
zation is shaped by predefined values, as well as through its competences, per-
formance, personality, origin and vision (Burmann et al. 2003, pp. 12–25).

As presented graphically in Fig. 2 for an enterprise it means that the behavior of
an organization must correspond with its identity. All activities and actions have to
confirm the enterprise’s identity. The self-image of the company must be firmly
anchored in the heads of the various stakeholders (Schallehn 2012b, pp. 55–58),
such that comparison between the image created and the behavior of the organi-
zation produces the same picture and hence may be perceived as authentic. In a
nutshell: “Authenticity is about doing what is said” (Eggers et al. 2013, p. 346).

34 P.A. Hitzler and G. Müller-Stewens



In the sense of the subject authenticity mentioned above, the managers should
also embody authenticity in their management style as far as possible. In this way,
authenticity can relate to managers and their management style. Authentic leader-
ship is called for (Gardner et al. 2011). According to today’s view (Walumba et al.
2008), authentic leaders are firstly characterized by their self-awareness. The key is
their ability and willingness to engage in self-perception and self-reflection. They
possess extensive knowledge of themselves, of their own strengths and weaknesses,
but also their feelings, attitudes and motives. The basis is formed for the capability
of self-regulation. This includes (a) that they are in a position to openly discuss their
considerations and positions with their colleagues free of emotions (relational
transparency). In return they are (b) proactively open to other positions and inte-
grate them in their own decision-making (balanced processing). And they make
these decisions (c) on the basis of a well-founded system of values, which is also
formative for the way in which they conduct their relationships (internalized moral
perspective). The focus is not only on the leader, but “followership” also matters,
i.e. the relationships between the managers and the managed.

2.4 Authenticity from the Customer Perspective

But what is the luxury clientele searching for? What does the luxury consumer
expect from a luxury brand and the enterprise behind it? What do they expect from
their products and the associated processes? And who is the true luxury consumer?

Firstly, it is important to point out that every single consumer of luxury goods
strives to differentiate or elevate themselves from other individuals (Chevalier and
Mazzalovo 2012, pp. 118–136). Interpersonal goals are of paramount importance,
such as conspicuousness, uniqueness and the search for confirmation, as well as
personal motives like reward, fun and pleasure or pursuing top quality (Vigneron
and Johnson 1999). The clientele’s wealth and status play a key role in this respect.

Fig. 2 Authenticity in enterprise management (Source Authors, own illustration)
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The establishment of longstanding customer relationships is likely to be only
possible in the customer group with high status and considerable wealth (Wittig
et al. 2014, p. 93). Here is where the true luxury customer is to be found. This
customer no longer needs to display his high standing and his wealth, but prefers to
be among his equals (Kapferer and Bastien 2012, pp. 114–126). His often long
experience with luxury products leads to immaterial needs: he yearns for discretion,
a sense of purpose and self-fulfillment (Wittig et al. 2014, pp. 92–99). Not seldom,
does he also identify himself relatively closely with a brand and prefers to cover his
consumption as fully as possible with this brand.

It is necessary to stress that the demands of these luxury customers are changing.
Today they are more selective and search for the “true value” behind the product
(Anders 2014, pp. 103–108). They are searching for discrete and authentic products
(Kapferer and Bastien, pp. 114–126). They scrutinize where and how these prod-
ucts are made and are e.g. more willing to invest in custom-made shoes from an
authentic niche provider than to buy insubstantial products that are perishable
(Tungate 2009, pp. 25–32).

One can therefore conclude that the consumer behavior of the true luxury cus-
tomers can be shaped by an authentic enterprise with authentic managers, with an
authentic brand and authentic products and processes. But what behavior favors
positive perception of authenticity? Which criteria must be considered in the luxury
industry to be perceived as an authentic enterprise with an authentic brand that does
not only appear to be created by communication and advertising campaigns?

3 On the Path towards Integrated Management
of Authenticity in the Luxury Segment

The question firstly arises, which are the drivers of authenticity in the luxury
segment as viewed from the existing literature in order to then search for ways in
which they can be put into use for a corporation in this segment (Fig. 3).

3.1 Drivers of Authenticity

Building on the importance of authenticity in enterprise management, an organi-
zation firstly has to know its identity to be in a position to pursue a successful
authenticity-driven strategy.

In his empirical study, Schallehn (2012a) elicits the authenticity determinants
consistency, continuity and individuality (pp. 77, 143–153). The so-called “levers to
influence the perception of […] authenticity” (p. 170) support consumers in per-
ceiving the identity of an enterprise as authentic and consequently to build up its
brand and its products (Eggers et al. 2013, p. 346).
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Moreover, consistency, together with congruence between the identity of a
company or its values and its action, raises the assessment of authenticity.
Communication, i.e. what is said, must be followed by actions (Eggers et al. 2013,
p. 346), because honesty and sincerity form the foundation for authentic enterprise
management (Grayson and Martinec 2004, p. 310).

An organization can only be perceived as authentic if it demonstrates honesty
and sincerity in its actions and activities (Arthur Page 2007, pp. 16–18). Besides
keeping promises, a high degree of transparency also counts (Eggers et al. 2013,
p. 346). In the information age, with the rapid propagation of news in social media,
as well as the strong position of bloggers, enterprises have to behave in an open,
correct and honest way (Pedraza 2014). This not only includes self-evident ethical
and moral behavior (Boyle 2004, p. 16) from the organization, as well as con-
sidered and active action in the sense of sustainability and CSR concepts (Boyle
2004, pp. 19–22; Gilmore and Pine 2007, pp. 56, 72–77), but especially an open
information culture and admission of mistakes before third parties can spread any
shortcomings in the media (Boyle 2004, pp. 271–276).

Generally, authentically operating luxury corporations are recommended to pur-
sue a higher goal than a purely entrepreneurial profit philosophy. According to the

Fig. 3 Overview of authenticity drivers (Source Authors, own illustration)
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empirical study results in the luxury wine industry from Beverland (2005), this
criterion represents a key driver of authenticity. Other scientists also share this
opinion (e.g. Boyle 2004, pp. 270–278; Eggers et al. 2013, p. 341; Gilmore and Pine
2007, pp. 72–77; Holt 2002, pp. 25–31) and recommend acting sustainably and being
committed to social issues. Art plays an important role in this context. By its very
nature, art is authentic (Kapferer 2014, pp. 377–376): an artist with his very special
life history and identity creates a work of art out of inner conviction, an original,
something unique (Fine 2003, pp. 166–172). Accordingly, the synthesis of luxury
and art reinforces the external impact of the enterprise producing luxury products.

For instance, in the course of searching for creative ideas, it is recommended to
work together with artists in a way that is externally visible. Or the artist even
appears on one’s own products, as is practiced in the fashion industry. Or art can be
integrated in communication campaigns, because, besides a certain altruism as part
of the corporate objective, luxury-driving organizations are advised to minimize
classical advertising campaigns and to shift their focus (Holt 2002, pp. 25–31). The
reason for this is that firstly, aggressive marketing of products contradicts dis-
tancing oneself from commercial motives and secondly, people are generally
skeptical towards marketing campaigns (Eggers et al. 2013, p. 341).

It is recommended to pursue sponsoring, event and promotion activities and to
focus on classical PR measures instead (Beverland 2005, pp. 1023–1025). Here the
entire bandwidth of features promoting authenticity can be communicated, e.g. the
heritage, the history and the origin of the company with storytelling. Because
tradition and the past play an central role in the concept of authenticity (Chevalier
and Mazzalovo 2012, pp. 18–19): A link has to be established between the past and
today. For instance, the history and origin of a luxury enterprise and therefore by
association its cultural impact should be used as references (Napoli et al. 2014,
p. 1091). Above all, this includes a strong connection with the region (Beverland
2005. pp. 1015–1019), which is ideally shown by a seal of approval issued by a
profession association, as well as the place of origin or original place of manu-
facture (Newman and Dhar 2014). In their research, Newman and Dhar (2014)
ascertained that the original production site is especially relevant for the perception
of authenticity. Here the volunteers from their study perceived luxury products
produced at the original site to be more authentic than those from out-sourced
production. The history of the original manufactory, which is transferred to the
product, serves as the explanation for this. A bag from Paris appears especially
valuable, because a better story is associated and can be communicated with the
French capital.

Beside the commitment to the region, a consistent original design has to be
pursued (Beverland 2006, pp. 253–254). Gilmore and Pine (2007) speak in this
context of “original authenticity” and refer to products that in their design and in
esthetics reflect the uniqueness and exceptional nature of the enterprise and the
brand. Nostalgia also plays a relevant role in this context (pp. 57–62). Apart from
the presentation of their products, the assurance of uncompromising dedication to
premium quality is the main prerequisite for a luxury producing company
(Beverland 2006, pp. 253–254). The use of the finest and most natural materials
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contributes just as much (Gilmore and Pine 2007, pp. 49–56), as practicing tradi-
tional production methods and hence the association with true craftsmanship
(cf. Carroll and Saminathan 2000). But not only the craftsman, as the guarantor for
quality and mediator between the past and today, plays a key role in the authentic
concept.

Personality, humanity and primarily person-to-person contact is the driving
force of authenticity (Boyle 2004, pp. 270–271). Therefore, it is recommended to
maximize face-to-face contact—even though digital means of interaction are
expanded in parallel. The condition for successful implementation of this driver is
that the employees, especially those in public positions and are in customer contact,
should fit the identity of the enterprise. Ward and Dahl (2014) determined in their
study that the personnel can increasingly confirm the client’s image of the brand
and the company, provided it fits the image of the organization and the personnel
identifies with the organization. These employees send stronger signals to their
environment than those who only make an effort and fail to match the identity of the
enterprise.

Furthermore, the investigation from Ward and Dahl (2014) suggests that an
arrogant stance from the sales personnel that fits the image of the brand or the image
of the luxury industry can have a positive impact on sales. Here it should be
enhanced that this is only of a short-term nature, however. Over the course of time,
the arrogance of the employee will be evaluated as negative. Other studies have
shown that sales personnel with a friendly, natural manner who meet the highest
standards are desirable for the luxury clientele (Maloney 2012, pp. 139–143).
Gilmore and Pine (2007, pp. 49–50) speak in this context of “exceptional
authenticity” and refer to extraordinarily good service that is offered individually,
sincerely and caringly.

Fulfilling these criteria and therefore being authentic and perceived as authentic
is easier for smaller enterprises with fewer employees than for large ones (Boyle
2004, pp. 271–277). In their study, Carroll and Swaminathan (2000) recognized
that demonstrating authenticity is dependent on the size of the company. Small
organizations are perceived as more authentic, as the criteria associated are intu-
itively attributed by consumers, such as simplicity and reputation for
craftsmanship. Small niche providers, such as a shoemaker, stand for traditional
production methods and the use of natural ingredients, which, in turn, suggest high
quality and product features (Tungate 2009, pp. 25–32).

Organizations in the luxury segment, which, over the course of their develop-
ment, are no longer able to emit these intuitive authenticity signals in a truly natural
way, should strategically help improve the perception of authenticity. The drivers
and features of authenticity presented here should be anchored in all areas and all
activities of the corporation to be in a position to present them to the outside world
as a matter of course and thus to be perceived as authentic.

In summary, it has to be stressed that an authenticity-based strategy in a large
enterprise requires integrated management of the authenticity drivers (Schallehn
2012a, pp. 169–178).
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3.2 Integration of Authenticity Drivers
in the Value Creation Chain

All activities of an organization in the luxury segment are subject to the identity of
the brand (Müller-Stewens and Berghaus 2014). The primary goal of the luxury
industry is to establish a strong brand on the market and to protect its identity and
its exclusive status. The authenticity concept makes a great contribution to its
protection and to strengthening its positioning towards imitators of the
luxury-specific strategy (Schallehn 2012b, pp. 53–55). A price structure appropriate
to the luxury industry, consistent quality leadership and pursuance of the features of
authenticity presented here may not only assure a high status (Beverland 2005), but
going beyond this—its implementation in enterprise management has a positive
effect on the organization’s sales (Eggers et al. 2013, p. 344).

To assist the implementation of integrated management, the criteria that promote
authenticity in the key activities of the value creation chain of a luxury goods
enterprise (design, procurement, production, communication, distribution and the
human factor) are now considered.

3.2.1 Design

The authenticity determinants of consistency and individuality play a key role in
the value creation stage of design. The extraordinary design of luxury goods and
their quality leadership are assured in this area (Beverland 2005, pp. 1025–1027).
The strength and originality of the brand remain protected in the long-term
(Kapferer and Bastien 2012, pp. 211–214). An example of this is the use of his-
torical objects and processes as a source of inspiration (Gilmore and Pine 2007,
p. 62). Parts of old products can flow into new ones, classics can be rolled out
again. Nostalgia is a popular theme, especially in times of uncertainty, and offers a
connection to a safe world (Brown et al. 2003, p. 4).

Consequently, the development team should always keep an eye on origin,
history and culture, as well as the tradition of the company, and, against this
backdrop, develop new products or services that deviate from the standard. New
trends should arise, innovations. Art, for instance, can flow into new product series.
Cooperation agreements can be established with artists, e.g. for the development of
new fabric motifs in the textile field or for furnishing and equipping new facilities in
the hotel trade.

Furthermore, at the very beginning of product development, the highest quality
standard must be considered and included in calculations. The prices of the prod-
ucts are determined at this value creation stage. A true luxury market strategy is
based on pricing power. A lower limit should be considered to be perceived as true
luxury; an upper limit does not exist according to Kapferer and Bastien (2012).
Instead, they recommend increasing prices as soon as demand grows to protect the
exclusivity of the brand.
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The possibility of exerting individual influence, such as allowing one’s own
creative impulses to flow into the object ordered, allows the customer base to
blithely accept the high prices (Tungate 2009, p. 31). This holds a major advantage
for small authentic trade firms. They can cater for the individual taste of their
customers as early as in the design process without any great effort. This inclusion
offers great appeal and helps retain customer (Anders 2014, p. 104). It is a testi-
mony to individuality and authentic quality.

For large organizations too, it is of particular importance to be able to act with
agility. Their manufactories should operate closely the creative teams, not only to
realize individual production (Kapferer and Bastien 2012, p. 214). The process of
developing a new product is very complex and requires intensive, interpersonal,
personal and interdisciplinary communication. Because often the best product ideas
arise in the exchange between production (e.g. craftsmen) and development (e.g.
designers) (Kapferer and Bastien 2012, p. 83).

3.2.2 Procurement

For the luxury industry, it is especially important to be certain where the raw
materials come from, under which conditions they are obtained and processed, and
whether the necessary operations and work steps are sustainable, ethical and
morally defensible (Tungate 2009).

For a jewelry manufacturer, it is of particular importance to be able to document
where the diamonds to be used in the end product originate. The enterprise should
be able to exclude that they are blood or conflict diamonds whose sale finances
weapons for violent rebel movements. The Antwerp World Diamond Centre
(AWDC), the world’s most important center for processing and trading diamonds,
for example, has worked towards a certification process (Kimberley Process 2015)
that monitors the origin of the gemstone. Diamonds from the conflict regions in
Africa cannot be traded in Antwerp without this certificate. This process monitors
each individual step from extraction in the mine through to delivery in
Antwerp. Furthermore, the accompanying documents and certificates are again
checked for genuineness on receipt of the goods in Antwerp.

Another example is the use and processing of real furs, as is often discussed in
the luxury textile industry. Kapferer and Bastien (2012) explain that it is, of course,
unacceptable to use rare animal species threatened with extinction or have to die
under wretched circumstances and recommend backward integration. Breeding rare
races can achieve a relativized effect. The luxury company could build up a new
business field in the organization. This would give it the certainty that the animals
are correctly treated, on the one hand, and it would create jobs, on the other. This
way, the enterprise could publicize its responsibility towards nature and society
(p. 103). The company Hermès already practices this approach. The manufacturer
of luxury goods owns an alligator farm in Florida and is therefore self-sufficient in
its manual production with this exotic material (Thomas 2007, p. 175). However,
these types of measures don’t protect the luxury goods companies against negative
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headlines in the long-term. In 2015, PETA, the animal rights group, e.g. purported
in a video, that the crocodiles shown, which were skinned under cruel conditions,
were used for the legendary “Birkin Bag”. Although the company Hermès denied
the allegations and stressed that neither the farm in the video belonged to the
company, nor were the croc skins that were supplied used in Birkin bags, a negative
impression persists.

It is therefore all the more important to select the right external partners and
suppliers, as well as to operate and to check on-site plants, which are partly scat-
tered around the world. Generally, many organizations in the luxury segment are
backwards integrated, as it represents a major challenge to find external partners
that can fulfil the high demands. All the features that safeguard the exclusivity and
authenticity of the luxury corporation should also be ensured by its suppliers
(Chevalier and Mazzalovo 2012, p. 236).Top quality, creativity, uniqueness and
innovation also play a key role in procurement. And natural, original ingredients are
the main constituents of an authentic luxury product (Gilmore and Pine 2007,
pp. 49–56).

3.2.3 Production

As in the “procurement” value creation stage, ethics and sustainability play a
special role here too. They form a fundamental prerequisite that not only applies for
pursuing an authentic corporate strategy, but generally for the luxury industry
(Coignet 2014, pp. 191–196). When buying luxury products, a luxury consumer
assumes that the correct behavior is ensured by the organization in its creation. This
is not questioned, but is assumed. The high price implies the appropriate payment
and fair treatment of the employees, and the use of natural materials and no use of
harmful substances (Coignet 2014, pp. 191–196).

Moreover, the creation of luxury products is associated with the highest level of
craftsmanship—even if this is in combination with modern technology. Craftsmen
who manufacture products for their clientele with a love for detail is the image of
every luxury customer. In earlier times, this concept was largely fulfilled by the
producers. Every luxury product was manufactured individually by hand at the
customer’s request. However, today only a few individual parts are still classically
handcrafted (Thomas 2007). The rest are produced industrially, in many cases from
subcontractors all around the world (Chevalier and Mazzalovo 2012, p. 28) and in
the ideal case finished by hand before they are offered via the individual distribution
channels (Kapferer and Bastien 2012, p. 211).

The expectations and standards of the luxury clientele, which are attributed to
the history and communication of the luxury industry, present the production of the
luxury goods industry with two basic challenges: The decision between manual or
industrial manufacture and weighting to the two manufacturing processes. And the
choice between internal and external production and, closely associated with this,
shifting production to other countries.

42 P.A. Hitzler and G. Müller-Stewens



Given a shift of production to cheaper regions, not only the question arises how
the highest quality can be assured, but also how the connection to history, to the
origin and the identity of the organization are to be maintained over the long term.
Take a leather processor in France or a watchmaker in Switzerland who are not just
average craftsmen. They are highly trained and have known their products for many
years or even generations (Tungate 2009, pp. 29–32). They pay the necessary
attention to luxury-oriented details and subtleties and are therefore shaped by their
culture and nationality (Thomas 2007, p. 200).

Generally, many of the European production sites are considered as the seal of
approval for the entire luxury industry and as the main pillars of their business
model (ECCIA 2014, p. 33). The manufacture seal “Made in …” should be seen as
an important competitive advantage and sustainably protected. It strengthens the
authenticity and the aura of luxury brands produced in the European countries
known to be guarantors for quality. Furthermore, in the case of outsourcing, it is
advisable to enter into and nurture long-term partnerships (ECCIA 2014, p. 6). The
chosen subcontractors should pursue the same quality standards and be the best in
their field (Thomas 2007, pp. 218–221). According to the authenticity concept,
these subcontractors should pursue a comparable philosophy and be located in the
regions in which their profession is recognized as a specialist area (Chevalier and
Mazzalovo 2012, p. 236).

The second challenge in this main activity lies in judging and weighing up
between craftsmanship and automated production methods. As many steps as
possible should indeed be performed industrially to be able to remain cost-efficient
and competitive. Yet, the highest qualitative and individual craftsmanship must be
upheld to avoid destroying the foundation of luxury and to preserve its authenticity.
It is therefore advisable to protect the traditional, manual part of production in the
long term. As consistent with an authentic strategic orientation, this should be
preserved at the original locations (Kapferer and Bastien 2012, pp. 211–212), which
connect the history and originality of the brand and the enterprise. Preservation of
the well-known location offers the necessary continuity, can be used as a reference
and thus enhances the perception of an authentic company (Newman and Dhar
2014, p. 383). Furthermore, the human hand confers the product a soul (Tungate
2009, p. 83). The products themselves are easy to copy, a soul is not.

The importance of the criteria promoting authenticity in the field of production is
known to luxury enterprises: Their communication very much builds on commit-
ment to location, tradition and craftsmanship. However, the accusation has been
made that their externally communicated handcrafted manufacturing methods and
original production sites do not match the internal activities (cf. Thomas 2007;
Tungate 2009). It would be desirable to offer customers more transparency and
honesty. In consideration of the authenticity aspect, the luxury industry should find
a way to communicate industrial manufacture and production outsourced to
external partners in a more open way (Coignet 2014, pp. 191–196). Because if
“untruths” are uncovered and discussed publicly, the brand and the company could
suffer severe damage (Pedraza 2014, p. 132).
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3.2.4 Communication

Traditional marketing in the luxury industry has served its time and is being
superseded by a strong brand and communication strategy. The focus is on a strong
brand and its identity, as well as the corresponding communication.

For the luxury industry, this means subordinating all marketing activities in
favor of the brand and advancing its prominence and fascination. The brand has to
embody all features specific to luxury and authenticity in order to be perceived as
authentic (Beverland 2005, pp. 1013, 1017). Together with the determinants of
consistency, individuality and continuity, these features play a major part at this
value creation stage. Through communication, all the required features can be
conveyed to the outside world and form the image of the company and brand for the
recipient. The luxury brand is then considered as something exclusive and as a
bearer of good taste. Accordingly, communication has to consistently and contin-
uously convey this outstanding taste (Molleda 2010, p. 232–233). The brand must
be unique, of the highest quality and be represented in the most exclusive circles
(Kapferer and Bastien 2012, pp. 256–258).

Corporations in the luxury industry increasingly use storytelling, print adver-
tising and events as classical means of transmitting these brand-specific signals and
messages.

Storytelling is highly recommended, also in the context of an authenticity-based
strategy (Gilmore and Pine 2007, p. 62). The condition is that true stories are told
which may be received as emotionally charged and mystical. Stories are featured
which present the values of the organization and hence the convictions, principles,
actions and activities to the outside world, stories about the origins, the region of the
enterprise, about its history. Stories about the products and their natural ingredients,
about the traditional manufacturing methods and their craftsmen. Stories about the
founder personalities and the people who are crucial for success.

Print advertising appears exclusively in high quality magazines. Often the
viewer is granted more freedom than the product advertised in the advertisement,
because advertising in the luxury segment should primarily be used to allow people
to dream and not to sell. This attitude agrees with the advertising aims of the
authentic approach. Advertising should always be marginal. A higher aim of the
organization should be in the foreground, not pure sales growth. The luxury watch
manufacturer Patek Philippe, for example, advertises with the words: “You never
actually own a Patek Philippe. You merely look after it for the next generation”.
This campaign shows a father with his son or a mother with her daughter and
suggests in this way that they have already bought the watch for their children.

Another authentic communication instrument is events (Tungate 2009,
pp. 176–179). Events not only offer the clientele the chance to experience the brand
intensively, but are also suitable for safeguarding the exclusivity for which the
luxury industry stands. The invitation to an event decides on who belongs to the
“club” of true luxury clientele and who does not. Small, exclusive events offer
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the luxury organizations the chance to look after their clientele in a special way, to
present themselves to them authentically, face-to-face and to promote strong cus-
tomer links. Moreover, it is popular to report on events, whether by the participants’
word-of-mouth or by journalists reporting.

It is also recommended to sponsor major events (Chevalier and Mazzalovo 2012,
pp. 228–229). These should be well considered, limited to one or two events and
superficially coincide with the identity of the brand, as in the example of Hermès:
The roots of the luxury enterprise lie in saddlery, and by sponsoring the horse race
“Grand Prix de Diane” in Paris, a link is created to horses, tradition and aristocracy
(Chevalier and Mazzalovo 2012, pp. 228–229).

Besides sponsoring, patronage of art and culture is highly suited for the luxury
segment (Tungate 2009, pp. 176–179). As described previously, associating with
art enhances the perception of authenticity. That is why luxury fashion companies
like Salvatore Ferragamo or Brunello Cucinelli established foundations that pro-
mote art and culture in their country.

In conjunction with an authenticity-driven strategy, this kind of events and
commitment makes a high contribution to the recommended pursuit of superordi-
nate goals. Furthermore, they guarantee a high level of interest shown by the media.
Because those who are not represented in today’s leading media almost fail to exist.
All the brand’s actions should therefore be used for PR purposes, which again
assumes authenticity-promoting behavior from the organization.

3.2.5 Distribution

The distribution strategy allows a luxury product organization to safeguard its
originality and exclusivity. Here the scarcity of luxury goods is regulated, which, in
turn, protects the exclusivity of luxury (Kapferer and Bastien 2012, pp. 99–103).
Consequently, managing inaccessible products is a main component of a
luxury-specific strategy, whether created physically due to scarce resources or
processes, or artificially through communication. Scarcity should be perceivable at
all stages of distribution: Whether on the basis of a limited number of points of sale,
in selected metropolitan areas or based on the presentation and staging of the
products or choice of personnel. Consumers needs to feel the exclusive status of the
luxury. They may have to take time to be able to experience their favorite brand. In
the case of Hermès, the clientele have to travel to a certain city to reach one of the
shops, which are mostly run by the company itself. And should they want to
purchase one of the classic bags, they have to accept a waiting time of at least two
years. The company that is known to be one of the last true luxury suppliers could
simply increase the number or craftsmen to meet the growth in demand. But this
approach would contradict the company’s philosophy (Thomas 2007, p. 174).
Instead, as a result of this practice, it secures its authentic position. Profit motives
thus take a back seat.
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Generally, scarcity can be combined with rare resources, with social commit-
ment and with sustainability and therefore strengthen the perceived authenticity of
the organization. As a case in point, the cashmere producer Brunello Cucinelli
saved an entire Italian village from unemployment and decline by starting wool
processing for his cashmere products locally. Here too, this shows a higher aim than
the simple concept of profit.

In addition, the company’s own distribution channels offer the unique oppor-
tunity to present the brand and its identity, as desired. In its own stores, all the
values for which a brand stands can be presented and authentically implemented.
This way, the luxury store can act as an ambassador (Müller-Stewens and Berghaus
2014, p. 24). Here the customer has the chance to experience the brand as a whole
in an interactive and multi-sensory sense and to perceive it as authentic. The origin,
the history and the craftsmanship can all be documented in the store by (tem-
porarily) displaying historical pictures of designers and craftsmen, their outstanding
work and well-known classics (Beverland 2006, p. 258).

Additionally, the store succeeds in establishing and expanding long-term rela-
tionships with the customer. Customer loyalty and retention can be essentially
influenced through authenticity and preserved with the “person-to-person” feature
of authenticity. The sales staff is therefore of key importance for the luxury seg-
ment. They should be trained not to put their clientele under pressure, but rather to
communicate the myth of the brand and to refer customers to the superb qualitative
details of the products, their natural materials and their origin in skilled
craftsmanship. This approach indicates the organization’s authentic behavior. The
customer is suggested that the focus is not on turnover and so the commercial
motive does not take center stage. Furthermore, this leads to trust and therefore a
long-term relationship can be built up with the customer.

3.2.6 Employees

The employees are the ones who confer authenticity to the organization and its
luxury brand (Maloney 2012, 139–143). Whether it is the designer who creates the
product and bestows their “signature”, the craftman “brings it to life” and therefore
“confers a soul” to it or the sales personnel that looks after all the customers’
concerns. All employees of a luxury organization make a great contribution to its
value creation and, in addition, to an authentic perception of their employer. The
future of an enterprise in the luxury segment lies in personal, individual treatment
and strong relationships between the organization and customer. Human contact
should therefore be maximized, despite high costs. Because this raises authenticity.

The prerequisite for this is that the employee has a high “brand commitment”
and fits with the identity of the brand and its company. Consistency in the brand
presentation can be ensured and the identity of the organization confirmed and it
can then be perceived as authentic (Eggers et al. 2013, p. 346). A natural and
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non-artificial, friendly manner of the sales advisers is just as necessary as their
professional, well-considered use of language and an appealing appearance. Here
too, it is important to protect the exclusive status of luxury through excellent service
from the employees. The service offered by the Ritz Carlton hotel, which is known
for its authentic and individual approach, serves as a good example. The hotel
personnel succeeds in establishing trust by anticipating wishes and problems,
consistently care, especially in difficult situations and always encounter the clientele
naturally and, above all, open-heartedly and sincerely.

In relation to the authenticity concept, it is advisable, e.g. in production, to form
cross-generational teams that are familiar with the tradition of the enterprise loca-
tion and its region (Beverland 2005, p. 1020). These teams not only strengthen the
link to traditional manufacturing methods presented outwardly, but innately intro-
duce the necessary properties and knowledge. For the production of luxury wines,
for instance, it is desirable to have employees who have known the vineyards since
their childhood and are familiar with the quality requirements through their parents
or friends from the region. In the case of craftsmen who produce luxury bags, it is
advisable to have employees for whom small details matter and who place great
attention and importance on the quality standards aimed for.

The aim of the luxury industry here too, as in dealing with the customer, should
be to build up long-term bonds between the employees and the organization. The
success of luxury producing organizations is based on their workforce and the
stability of their teams. Furthermore, authenticity can be consolidated by employees
who work a lifelong for their organization and have a wealth of experience.

On reflection of the individual main activities in the value creation chain of a
luxury goods enterprise, it has to be noted that organizations from the luxury
industry already act in an increasingly authentic way. The priorities are largely
limited to marketing and communication, however. Fundamental authenticity cri-
teria, such as transparency, honesty and sincerity, still appear to be little addressed,
e.g. in conjunction with production and procurement. If, in the same breath, luxury
goods manufacturers want to call themselves authentic, this should be anchored in
all activities. Authentic behavior only in representative areas, combined with a lack
of transparency, could awaken the impression that authenticity is only
stage-managed. This approach may be legitimate, but is not expected from the
European luxury industry. Its long history, its European roots, imply a real
developed corporate identity and therefore non-staged authenticity.

Moreover, a luxury goods company, as part of pursuing its authenticity-based
strategy, must consider that repeatedly over the course of time, the self-image of the
organization has to confirm the image arising with the stakeholders. Both authen-
ticity, as well as the enterprise’s action and activities and the requirements of the
luxury clientele associated with them, are of a dynamic nature and can therefore
change over time.

Finally, we now want to round off our insights by dealing with the existing
literature with selected, in-depth expert experience.
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4 Authenticity from an Expert Point of View

In interviews with six experts from the luxury segment, the most important drivers
and features of authenticity could be discussed in depth. An interview guide (see
appendix) was created for these interviews on the basis of the theoretical findings.
The guide consists of a variety of open and semi-structured questions. The inter-
view partners come from various sectors of the Western European luxury industry
and have a wealth of experience in strategy. These are:

• The CFO and member of the directorate of Buchinger Wilhelmi, a worldwide
leading clinic for therapeutic fasting on a 5-star level with locations in Marbella
and on Lake Constance. The main owner, Raimund Wilhelmi, is the grandson of
Otto Buchinger, the founder of the therapeutic fasting method. The patients
include VIPs from the global economy and politics, as well as the media world.

• A 2-star cook, owner and managing director of the Sylt Salt Manufactory. The
manufactory extracts salt from the North Sea on the island of Sylt.

• The senior partner of Roland Berger Strategy Consultants. He is co-manager of
the consumer goods and retail division, supervises projects including those in
luxury brands and has published several papers on luxury.

• The CEO of the Steiff Group. Steiff is the world’s best-known soft toy manu-
facturer and inventor of the “teddy bear”, a cuddly bear with moving arms and
feet, as well as a popular provider of limited collector’s items for adults.

• The CEO of the designer furniture manufacturer Thonet. The company looks
back over an almost 200 year-old history and is considered a pioneer of
industrial design. Thonet became world-famous with the invention of the coffee
house classic chair. Other innovations like the cantilever chair followed.

• The managing partner of Wempe KG who heads the traditional manufacturer of
exquisite timepieces and jewelry in the fourth generation. Besides globally
managed stores in the major cities New York, London, Paris and Peking among
others, the company runs its own jewelry manufactory, as well as the watch
manufactory, the observatory in Glashütte in Saxony.

In discussions, all the interviewees consider the necessity of authentic behavior
of the organizations in the luxury segment as particularly important. They explain
authenticity in enterprise management in the context of truth and genuineness, a
long history, consistency in entrepreneurial actions and strong corporate values that
are put into practice internally and externally. It is stressed that the luxury clientele
wants products shaped by a “genuine stance and attitude” and “where people have
really thought things out”. Because also for the experts, the person, the employee of
an organization represents the key driver of authenticity: “Our company consists of
people and not of machines and the factories in which it all takes place”. “The
employee is the key”. They ensure customer retention. They ensure “spiritual kin-
ship in the company”. They communicate. They convey “passion”, “enthusiasm”,
“pride” and are understood to be “part of the whole”. At this point, the interviewees
speak of “so-called spirit”. All these positive emotions that the employees radiate
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and emit form a pleasant and inspiring outlook that should prevail in an authenti-
cally operating company.

A precondition for this is identification of the employees with the enterprise.
Ensuring this identification in the long term requires authentic behavior internally
from the company: “Employees find it easier to identify with the enterprise if they
have the feeling: ‘What is happening here is genuine’” and “if the enterprise is
managed authentically and it really has the right values and aims and can involve
the employees, then the energy can be steered in the right direction”.

This energy can then be realized in dialog and in contact with the customer.
Customer relationships and customer retention can be established and expanded. Or
it is apparent from the craftsmen in dealing with their products, as can be observed
at Thonet: “The [craftsmen] have missionary zeal. With each and every piece
[manufactured] there is the feeling that they add part of their personality and their
soul to the piece”. A luxury product should be able to mediate this soul. Luxury
goods enterprises that still largely switch their manual production to automation and
also shift their production facilities to low wage regions are “exploiting their brand”
and “robbing its soul”, it is argued. It should also be borne in mind that such
companies accept the risk of quality lapses, loss of credibility and non-transparent
through to dishonest behavior, which can lead to damage of the luxury brand. The
original production location, its rootedness to the region and craftsmanship are
other key criteria that allow the customers to perceive the luxury industry as
authentic (Fig. 4).

Almost all experts questioned are agreed: Traditional craftsmanship is essential
in the luxury segment. The weighting between manual and industrial manufacture
should be undertaken by the respective sector and the individual goals of the
respective enterprise. The emphasis should be on the best quality to be achieved in
order to avoid compromising the authenticity of a luxury organization. Because “if I
automate a step, although it produces a far worse result, then I take away my
authenticity. Everything has to stay within an acceptable framework and everything
on a new level on which I don’t pull the wool over the customer’s eyes”.

It is similar with the views of the experts on the topic of “rootedness with the
place of origin” and “shifting production”. On the one hand, the experts speak of
the “holy place” where luxury goods have been manufactured for decades or the
“credibility” that a certain region conveys to their special field, such as the “Swiss
watch” or the “Italian suit”. And on the other hand, the continuously increasing
personnel costs of craftsmen in the Western European countries is underlined,
which present the luxury industry with a major challenge.

The representative from the service sector explains further that in the case of the
Buchinger Wilhelmi Clinic, “it would rather have been obstructive to have stayed
in the original region. Buchinger Wilhelmi has been on the market for almost
100 years, originates from Central Germany. Nobody wants to go to Central
Germany, I believe Central Germany is more harmful for our reputation. We have
concentrated on locations like Marbella and Lake Constance, i.e. top locations”.
This example implies that not all industries should express their authenticity by
consistently expressing the preservation of the place of origin. For enterprises
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working in the fields of luxury hotels, healthcare and leisure activities, locations are
primarily of importance that offer something special, such as beautiful nature
around Lake Constance or establish a so-called “hotspot for the wealthy”. The
location then forms the basis for differentiation. If this aspect is adapted to the entire
service industry in the luxury segment, it appears crucial that the service providers
are located where they meet with their customer group and not stay at a place of
origin that does not attract this kind of clientele (Fig. 5).

The majority of the interviewees agree, however, that shifting production to low
wage countries, in the worse case, in production facilities that also produce mass
products, is not compatible with an authentically operating luxury industry. In
addition, a place of origin should be preserved, whether it be only in the form of a
central area, such as the main administration, or limited product for individual
manufacture. Of course, differentiation must also be undertaken here by industry,
corporation and its aims and standards in order to meet the highest quality
standards.

Transparent and honest communication towards the luxury clientele with regard
to deciding between craftsmanship and automation or shifting production facilities

Fig. 4 Thonet craftsmen in their element (Source Thonet)
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is essential. The basic principle: “Don’t say anything that isn’t true”. Because “life
is simplest if you are absolutely honest and your answers are quite clear”. By way
of illustration, the design furniture manufacturer Thonet, alongside its handmade
furniture, also offers a product line that is a mixture of automated and individually
manufactured components. Thonet communicates this approach unashamedly: “We
say it is necessary to combine industrially produced parts with handcrafted ones, to
keep the price more or less under control”. There is a common understanding that
honesty and sincerity, as well as transparency, make it easier to do business in the
long term.

This outlook is reflected with regard to stage-managed authenticity.
Stage-managing authenticity takes too much energy to put into practice. In the
interviews, reference is made to the “roots” to which a company should remain
loyal. It is shown that an organization cannot simply “impose” something staged on
its employees, because “then something is lost”. And the call is made: “We don’t
want to be at all different than we are”. According to the study results, nothing has
to be invented. For instance, a fictive history may indeed be highlighted as a
successfully staged and practiced example in the luxury segment, but it is stressed
that other paths exist at the same time, e.g. an infective passion and the spirit to
successfully build up a clearly positioned and meaningful enterprise in the luxury
industry.

Fig. 5 The Buchinger Wilhelmi locations Lake Constance and Marbella (Source Buchinger
Wilhelmi)
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Meaningfulness and long-term orientation are guiding principles, which an
organization that wishes to be perceived as authentic should pay special attention to.
This may include motives, such as preserving jobs or fostering historical and cultural
heritage. Striving for profit, the experts underscore, is, of course, vital for the sur-
vival of an organization. Nevertheless, the targeted realization of profits is not solely
decisive for fulfilled and lasting satisfaction. One expert signalize: “There must be
something else apart from the world of figures”. This “something else” is the higher
aim, a mission that should be part of the identity of a luxury organization, which,
along with its values, gives the enterprise a framework in which it should operate.

In this respect, several of those interviewed addressed topics like ethics, sus-
tainability and social commitment and point out that this should be understood as a
“basic attitude”, as a “natural component” of an organization in the luxury seg-
ment, which are “anchored in the fundamental values of the company” and do not
require self-promoting communication with the outside world.

What needs to be communicated externally are the enterprise’s products and
services, which are a “means to an end in order to safeguard economic success”,
yet at the same time act as the “actual ambassador” in which the stance, the identity
and authenticity of the organization are conveyed. The interview participants also
prefer storytelling for authentic communication: “Stories with true content are
essential”, which are told in sales dialogs and similar settings or can be reinforced
with a tour of the manufactory. Besides verbal communication, non-verbal com-
munication should not be underestimated. Music played in the stores, the charisma
of the employees or the interior or exterior architecture should reflect the identity of
the enterprise and in such a way that “everything is said without a single word
spoken”.

The excellence and high standards, for example, should be apparent in the entire
presentation of the organization in order that it can be perceived as authentic in the
luxury industry. In specific terms, this means “that one takes yet another extra step,
that one is actually not yet satisfied”. To be able to act excellently and perfectly, the
factor of time should be considered. Three experts recommend taking plenty of time
in product development and in dealing with the luxury clientele. Moreover, an
organization in the luxury segment should be aware that when it conveys perfection
and excellence externally, it also has to keep this promise. In an enterprise that
wishes to be perceived as authentic, primarily there should be “no split between the
inside and outside”.

Faithfulness to identity forms a key aspect in this regard. It is decisive with
regard to all actions and activities of a luxury company. So each organization must
decide for itself what makes up its identity and live accordingly. The experts
accentuate that the employees, the products, innovations and new areas have to fit
the enterprise and the brand. It is also recommended to select one’s external part-
ners according to a related identity: A comparable philosophy of the distributors,
the suppliers and subcontractors confirm and strengthen the perception of
authenticity.
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One expert called for the luxury industry not to leave anything to chance. First
and foremost, authenticity means “that nothing is by chance, but everything is
precisely considered” without it being stage-managed.

5 Implications for Management

Summarizing, it must be emphasized that the organization’s identity is at the core of
a strategy of an enterprise in the luxury segment focused on authenticity. The
values, the mission and vision, as well as the performance and competences they
offer, but also their origin, their roots: All these features provide a framework within
which the company should operate, principles according to which the company
should live. Therefore, it is of key importance to firstly analyze what constitutes the
enterprise: Where do we come from? Where do we want to go, which superordinate
goals do we pursue? What performance and competences are our hallmarks?

If the term “live” is used for an organization, this mainly means the employees
who adopt an essential role in the authenticity concept. Firstly, they convey
authenticity inwardly and outwardly, in that they match the identity of the orga-
nization, they identify with it, and secondly they give the luxury goods a personality
and a soul. Primarily it is the employees with their passion, enthusiasm, their pride
and their conviction who shape the positive outlook, the spirit in the organization.
They are also the ones who build up the long-term connection to the clientele
strived for. It is therefore of special relevance to select the right employees and to
train and educate them appropriately. In addition, it should be considered that the
identification of a employee with their employer is the prerequisite for these pos-
itive influences and implications and, in turn, this can only be achieved if the
organization lives and promotes authenticity.

Certain characteristics are ascribed to a luxury organization that have to be
fulfilled in order to be perceived as authentic. These are the top quality secured by
craftsmanship, scarcity of supply, unique esthetics, the link to the origin,
non-necessity, the high price, but also the excellence, perfection that is to be
expressed in all areas of the organization. This perfection requires an increased
investment in time and thus a higher personnel costs, which should be reflected in
the number of employees.

Besides these main characteristics that define a luxury product, a whole series of
further drivers emerged that favor an entrepreneurial approach focusing on
authenticity. Figure 6 provides a summary overview of all the factors derived for
promoting authenticity, integrated in the relevant value chain activities for the
luxury industry. This representation may be taken as an orientation aid for imple-
mentation of a strategy promoting authenticity. The lower area of the graphic
represents the foundation of a strategy based on authenticity. The criteria compiled
should be considered in all the enterprise’s activities and actions. In the best case,

they should be anchored in the values and the culture of an organization in the
luxury segment. The upper area outlines the identity characteristics to be pursued,
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as well as the spirit shaping the identity. In the middle, there are the main activities
of a value chain with a large number of voluntary and mandatory criteria. These can
be selected variably depending on the enterprise and industry.

For successful differentiation and strategic positioning, it is recommended to
filter out and mainly concentrate on six or seven core criteria that also correspond to
the essential competences and the identity of the company. This focus allows an
organization in the luxury segment to expand its unique selling point and to position
itself authentically in the luxury market, to protect itself from imitators who
exclusively count on high quality and authentically staged communication and to
avoid dilution with imitators of the luxury strategy over the long term.

As presented in Fig. 7, this concentration of drivers can be seen from the
companies of the experts interviewed, e.g. Buchinger Wilhelmi and Thonet. As
presented in Fig. 7, this concentration of drivers can be seen in the companies of the
experts interviewed, specifically at Buchinger Wilhelmi and Thonet. These two
organizations represent, on the one hand, the differences in the luxury sectors: the
dominance of services versus the dominance of the production and, on the other
hand, they ideally show the bandwidth of the possible positioning options of the
authenticity concept. For example, it becomes apparent, that Buchinger Wilhelmi
(blue) concentrates on pursuing six core criteria. One of these is anchored in a
strong history and the legacy of the founder. In addition, the passion of the
employees, their above-average interpersonal competence, combined with very
high personnel intensity (1.5 employees per patient) ensure a special spirit in the
clinics, which the patients rave about. Despite the great demand, they take extreme
care not to expand excessively and hence to maintain a natural scarcity.

Furthermore, the range of care and events offered, as well as the furnishing of the
clinics only using natural and original ingredients, reflect the corporate philosophy.
The most popular event for the patients fasting at Buchinger Wilhelmi is the
morning walk in nature—here the luxury clientele is again sensitized for the
original. Finally, it has to be pointed out that Buchinger Wilhelmi does not place
any advertising. They rely on true stories instead. Journalists regularly stay in the
clinics and report on their experiences. The owners are also sought after for
interviews in the media.

The design furniture manufacturer Thonet (red) concentrates on seven core
criteria. It should be stressed that Thonet already practices a design charter that
reflects the company's stance. This includes the voluntary and mandatory topics,
which the designers consider in product developments to maintain design consis-
tency. This charter is also use for Thonet’s exhibition booths. It also has to be
ensured here that a new booth matches the design furniture manufacturer’s identity.
The company can look back over a very long history and a valuable legacy. It has
remained loyal to its roots and its place of origin and still largely produces in
Germany. 80% of the value creation for classical furniture is produced traditionally
by craftsmen in the company’s own manufactory. Product lines that are partly
produced industrially are also communicated and offered outwardly in a transparent
way. Visitors are also able to come and see the manufactory in Central Germany.
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No advertising is placed. Only stories about the cultural and historical importance
of Thonet, its well-known designers and customers, as well as the origin of the
classics, are communicated externally by storytelling. The mission of safeguarding
the continuation of a historically value cultural asset is strongly conveyed here.

Fig. 7 Case study Buchinger Wilhelmi and Thonet and their core criteria (Source Authors, own
illustration)
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The authenticity concept calls for integrated management of its drivers and
characteristics. Only if all areas and functions of the enterprise act according to
these guides can the organization in the luxury segment be perceived by the outside
world as authentic and its further existence ensured in the longer term.

6 Future Research

The study’s findings raise several questions for the future. Firstly, do we have to
consider the various sectors of the luxury market separately? Does authenticity
means something different for a watch brand and for a fashion brand? Such an
approach would allow a more detailed classification of features promoting
authenticity and an explicit definition of optional and mandatory criteria, depending
on the luxury goods or services sector.

Further, it is necessary to learn more about how the luxury clientele defines a
company that is operating authentically. What are their wishes, what are their
suggestions and criteria? A study in the field of consumer research should be seen
as particularly important. Today it is very difficult for the consumer, due to the
professional and high-quality development and implementation of communication
strategies, to differentiate the truly authentic organizations from the purely com-
municative authentic performer. Therefore, future research should look for concrete
answers regarding this very significant distinction to secure a luxury segment that
operates authentically in the long term.

Appendix: Interview Guide

Introductory question (open)

• Authenticity is one of the major challenges of the 21st century. Small, authentic
craft businesses and niche suppliers thrive in the luxury segment.

How do you see the need for authentic enterprise management in the luxury
goods industry?

Detailed questions (semi-structured)

• Often it is the employee that gives a luxury brand a kind of “soul”. Authentic
enterprise management requires increased interpersonal contact. How do you
see that?

• To judge by a study carried out by Newman and Dhar (2014), the original place
of origin of a luxury goods supplier is decisive for its authenticity. Often, the
respective regions are seen (e.g. on the basis of their history) as a seal of quality
of their trade.
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In your opinion, is it necessary to continue production where the company has
been rooted since its founding or is it justifiable to relocate to lower-cost
regions?

• Craftsmanship is the hallmark of the luxury industry and a determining factor
for authenticity. However, most luxury companies manufacture just a small
fraction of their range or only a small component of their product by hand. The
majority is produced industrially.

To what extent is automatization in the luxury sector acceptable? How would
you solve the dilemma between automatization and craftsmanship?

• Companies that operate authentically in the luxury segment are advised to
pursue a higher goal than a purely profit-driven philosophy. How do you see
that?

• Some scientists are of the opinion that authenticity can be staged in a company.
In your opinion, is staging in the luxury industry justifiable, or may authenticity
only be achieved in a genuine way, e.g., based a company’s history, its roots and
the associated natural development?

• Grayson and Martinec (2004), Eggers et al. (2013) and other scientists stress that
transparency, honesty and integrity represent the foundation of authentic
behavior. The luxury sector seems to pursue activities that are increasingly
communicated (e.g. craftsmanship) and those that are practiced in the back-
ground (e.g. full automatization, relocation of production).

How do you see the need for transparency and honest communications?

Final question (open)

• In your opinion, how must a company act to be authentic and to be seen to be
so? What other factors should be considered?
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Creating a Culture of Shared Value
Through Luxury Branding

Misha Pinkhasov and Rachna Joshi Nair

Abstract The pursuit of shared value relies on the individual as the common
element between business and society to reconcile these two institutions’ often
competing goals. Brands are composed of people, so they must align their values
with those of society, define their purpose as citizens, and shape the behaviour of
their people to suit. As a subcategory of brands, luxury brands are not just citizens
but leaders, which gives them the ability to raise their stature by influencing the
wider community.

Keyword Shared value � Social responsibility � CSR � Sustainability � Values �
Corporate culture � Responsible business � Luxury

Today there is pressure on companies to do more than make money. Customers still
want the best product at the lowest cost, but “best” now means that the product, and
thus the brand, must reflect their way of thinking and living. And “cost” now
encompasses the holistic costs—psychological, environmental, and so on—of
obtaining the product. In a similar way, employees want more than just a job and a
salary. Modern workers are attuned to the opportunity for their work to be per-
sonally fulfilling as well as financially profitable. And company owners increas-
ingly want more than just the biggest possible return on their investment.
Shareholders are waking up to the knowledge that a sound investment requires a
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company that is responsibly run, legally compliant and responsible in managing
risk. Finally, indirect stakeholders, such as the people living near a factory or the
fans who follow a brand on social media, want more than just a name they rec-
ognize. The public now wants to be assured that the company’s presence in their
lives and communities is a positive influence.

These developments show a convergence in the attitudes of all the stakeholders
of a brand toward qualitative criteria in addition to quantitative ones. In an
industrial, but pre-information economy world, quantity versus quality was a
trade-off. Today, people want both.

This is especially true of luxury. The luxury customer wants the best of some-
thing, they are not willing to accept compromise in terms of design, manufacturing,
or functionality. At the same time, the luxury customer wants the product they
want, how they want it, when they want it, where they want it. This responsiveness
is part of what they are paying for.

This mind-set is not limited to luxury. Over the last half-century, there has been
a global increase in economic prosperity, turning what was once considered luxury
consumption into a mass phenomenon. At the same time, technology has diluted
institutions’ once total control over brand image and messaging. Further, technol-
ogy has shifted the definition of value from material wealth to information and
knowledge, pushing everything to address more than our physical and security
needs.

What does all this mean? It means that, since industrialization and the early
20th-century trials of socioeconomic dislocation and war, society as a whole has
moved up the rungs of Maslow’s Hierarchy. The post-war period, dominated by the
influence of mass media and globalization, was marked by homogenization and the
need to belong. And at the turn of the 21st century, technology allowed us to assert
ourselves as individuals.

So now the focus is on developing our esteem and self-actualization. Up until
this point in the sociological evolution, esteem was derived from the esteem shown
to us by others: our status in the community. It required external validation.
Society’s propensity toward the lowest common denominator made this more about
fitting in with mass opinion than challenging it. Standing out required an enormous
tolerance for resistance and criticism from others. But the possibilities for individual
expression now open to us via digital technology—social media and so on—allow
and even encourage us to challenge the mass approval of others. Seeking esteem
today means standing out from the crowd: showing our uniqueness and originality.

This was once the exclusive domain of artists, but is now accessible to the rest of
us. It leads us to self-actualization, the highest level on Maslow’s hierarchy, at
which individuals live according to their values and pursue their personal sense of
fulfilment.

Businesses must figure out how to integrate this new, individualistic focus into
processes that have until now been designed to focus on growth by commodifi-
cation. To do this, they must reconcile the competing value demands of different
stakeholder groups into one value proposition that is shared among those groups.
The challenge for business is how to move from thinking about economic value to
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shared value, and how to implement value systems, a corporate culture and beha-
viour to turn this ambition into reality.

The shared value model proposed by Michael Porter and Mark Kramer of
Harvard Business School, also the founders in 2000 of non-profit strategy con-
sultancy FSG, identifies two spheres: (1) creating business value, defined as
investments in long-term competitiveness, and (2) creating social value, defined as
investments that address social and environmental objectives (Porter and Kramer
2011). Porter and Kramer locate shared value in the area where these overlap
(Fig. 1). Their definition of shared value is a straightforward combination of the
two: investments in long-term business competitiveness that simultaneously address
social and environmental objectives. On the surface, this is a simple repackaging of
the three sustainable development pillars—economic, social, and environmental—
into something similar to the holistic approach of social responsibility. (Bear in
mind that “social” responsibility does not exclude the environment, but integrates it
completely into a broader responsibility to society.)

But Porter and Kramer also go beyond sustainability or social responsibility in
their model. By focusing on creating value shared between business and society,
business profits by serving society. So rather than seeking to capture a bigger share
of the economic pie, businesses should seek to make that pie bigger by solving the
problems facing society.

In this model, business growth imperative is satisfied simply by the exponential
growth of the human population, the consequent explosion in the scale and

Fig. 1 FSG model of shared value (Excerpted from Pinkhasov, Misha and Joshi Nair, Rachna,
Real Luxury: How Luxury Brands Can Create Value for the Long Term, 2014, Palgrave
Macmillan. Reproduced with permission of Palgrave Macmillan.)
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complexity of human need, and helping the world manage an increasingly com-
plicated, fragmented, interconnected, accelerating and growing modern society.

But this model is of only limited relevance for luxury brands because luxury
addresses our desires rather than our needs. If anything, luxury addresses higher
level, metaphysical needs towards the top of Maslow’s Hierarchy rather than the
physical needs at the bottom. Even at a physical level, the luxury product does not
exist to satisfy a person’s basic requirements, but to do so in a way that connects it
with their emotional experience. So luxury needs a more sophisticated model for
creating shared value; one which accounts for the individual experience.

1 The Three Rings

There is an innate tension between business and society. First, business, by its
nature, is competitive while society must be cooperative. Businesses look to capture
market share and attract and keep the best resources at the best conditions for
themselves. The success of a community hinges on its ability to share resources and
meet the needs of all its members. Second, business thrives on dominance, while
society aims for an equitable distribution of opportunities. Businesses look for
fluidity, as in unregulated markets, in which to do whatever they must as they jostle
for a better position. Society, on the other hand, makes rules to promote stability
and security, and protect against injustice.

Even with the best intentions, there will inevitably be tension between the two.
For example, why would a business pay higher wages if the market accepts lower
salaries, particularly in times of economic crisis when unemployment is high and
company revenues are low? The US debate about raising the minimum wage in the
context of high unemployment following the 2008 crisis was not just about raising
the minimum level of pay, but about providing a living wage to even the lowest
level workers. Its opponents on the business side argue that keeping the minimum
wage low would encourage businesses to hire more workers and allow them to keep
prices low for struggling consumers. Its proponents on the social side, meanwhile,
argue that employment that does not provide workers with sufficient means for
subsistence is a false benefit that only serves to keep consumers struggling and
exacerbates economic inequality.

It has become accepted that in order to make money, business must be selfish,
merciless, even unscrupulous. It is only after having accumulated wealth that a
business can afford to indulge more socially minded impulses by engaging in
philanthropy to support charitable works and do good for society as a whole.

But what does it really mean when we say “business does this” or “society wants
that”?

TheWorld English Dictionary defines a company as both “a business enterprise”
and “a number of people gathered together.” So, the firm is not one monolithic
entity, but is assembled from a group of people joined in the pursuit of its mission.
The action of a company is then the sum of the actions of all the individuals, from
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the decisions made by management to the activities undertaken by labor in
implementing those decisions. Those activities are the product of the decisions
made by individuals about whether and how to execute the work requested by their
bosses. The individual is absolved of personal responsibility for the consequences
of their actions outside the firm (within the limits of legal compliance), because
these consequences result from the cumulative action of the company.

Similarly, the World English Dictionary defines society as both “a system of
human organizations” and “an organized group of people associated for some specific
purpose.” So neither is society one monolithic entity, but rather assembled from a
group of people joined for their shared benefit. The parallel between the two is even
more obvious in French, where une société can refer either to a specific society or to
any firm and la société can refer either to a specific firm or to society in general.

The common phenomenon in business and society is the gathering together of
individuals. The difference is in these individuals’ reasons for coming together.
Tension arises when the reasons diverge, forcing individuals to act in one sphere in
a way that is counterproductive to the other. Having to exist simultaneously in both
spheres under these conditions pushes individuals into conflict with each other and
even with themselves. At best, this causes complex and competing requirements
among different stakeholders, which companies have to balance. At worst, it spills
over into society causing polarization, class conflict, political gridlock, even civil
war.

Porter and Kramer’s model falls short by missing this individual dimension. It
misses our need to fit within the values of our social groups as well as the need to fit
within the values of the corporate culture for which we work. This sense of
belonging furthers our self-esteem, whether by allowing us to rise in social standing
or to move up the corporate structure.

But people can behave one way in their personal lives and a completely different,
sometimes antagonistic way in their professional lives. This difference is at the heart
of the challenge of social responsibility. As citizens, we may complain about
businesses polluting the environment, avoiding taxes, or corrupting the political
process. We may debate with friends about how money and marketing drive us
toward an ever more meaningless, materialistic existence. We may worry that our
children spend too much time obsessing over celebrities and fashion trends.

Then, when we go to work, we often check those values at the door. We look for
ways to help our companies cut costs by finding shortcuts and loopholes, and by
influencing governments to loosen regulations that stifle the company’s profit
margins. We look for ways to help our companies grow revenues by coming up
with new and more tempting product offers and marketing campaigns. We look for
ways to engage consumers by playing into the popular culture and getting the media
to cover an accelerating cycle of “must haves.”

Finally, as consumers, we reward ourselves for our hard work by buying things
that give us pleasure before going home and worrying about how society is going
down the drain.

Brenda Romero is a game designer famous for the successful Wizardry video
games franchise. In 2009, she developed a board game called Train, which was not
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meant to be commercialized, but which caused a stir in the games industry because
of its ability to make players confront the difficult emotion of taking responsibility
for their actions. Players follow instructions to efficiently load little, yellow pegs,
representing people, onto trains. The winner is the one who gets the most people to
their destination. That is a good thing, right? But there is a trap in intentionally
designed procedural gaps that oblige the players to agree on the rules going forward.

The twist comes when the destination is revealed to be Auschwitz, with the
consequent realization that the players have been competing to send a maximum
number of people to their deaths. According to Dean Takahashi: “The key emotion
that Romero said she wanted the player to feel was ‘complicity’.” (Takahashi
2013). This complicity comes from blithely following instructions and even con-
tributing to them by coming to a consensus with other players about how to fill the
procedural gaps. Once acknowledged, this sense of complicity causes people to
react with shame and even try and subvert the game, as by hiding the pegs.

Train demonstrates how easily individuals can and do subordinate their own
values to the larger value system imposed by the context—be it by their community
or their work, how easily people are “trained”—particularly when the full conse-
quences of their actions are unclear.

The difference between real life and a game is that once the game player under-
stands the point of the game, they can opt out. Things are not so simple in real life.
Leaving the “game” has financial, personal, and professional costs. Few people can
easily walk away from a job when they have obligations to their family and creditors,
and aspirations for their own careers. Even as consumers, even as citizens, people look
away from inconvenient truths. They may choose to wilfully not know the conse-
quences of their actions because their obligations within the rules are enough of a
burden. Even if companies can form a consensus among their people to change the
system, it is still difficult to abandon existing practices—difficult and often pointless.

In real life, if a “player” leaves the “game,” this does not mean that the game
ends. Until the whole of society has agreed that the goal of the game is inconsistent
with the goals of society, and implements the political and legal reforms to change
the game, walking away from the table only frees a seat for another player.
Boycotting the game serves one’s own sense of integrity. But in the bigger picture,
it accomplishes nothing until enough individuals opt out so that their seats are left
vacant and the game ceases to exist.

We rarely openly articulate our deepest values and ideals in daily life, but they
are visible through our actions. However, it can happen that we feel obliged to act
in ways that differ from what we hold in our hearts. To be in harmony with oneself,
there must be conformity between one’s values and how one actually lives. But the
truth is that we often live in a state of personal–professional conflict because we
have not determined which values are responsible for our choices, and our actions
and choices do not stem from our most firmly held beliefs.

Only at a turning point of crisis do we stop to reassess. This is why people will
often change career paths after a life-changing event or a near-death experience,
such as an accident or a serious illness, or a strong emotional experience such as the
loss of a job or a loved one, or even in response to external events such as a natural
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disaster or a catastrophe like 9/11. These existential moments cause us to reflect on
our lives up until that point and they confront us with the combination of our
deepest values and our current priorities and behaviors.

It does not even have to be that traumatic. The roots of the word “crisis” come
from the Greek krísi, which connotes decision or judgment. So, any turning point
will do. The almost universal experience of the midlife crisis comes when people
have reached a point in their lives, often their careers, where they get a sense of the
time they have left to live and ask themselves how they want to spend it and the
legacy they want to leave.

According to Sylvie Bénard, environment director at LVMH: “I often get
approached by people looking to change jobs. They have reached a certain level of
career success, but having achieved that, they realize that they also want to do good.
I tell them to stay where they are. The environment needs allies throughout an
organization, and I tell them that they can do even more good by changing things in
their current role.”

So, we can bring our actions in line with our values without abandoning the
game, but by changing how it is played. Classical Greek philosopher Socrates
advised: “it is the greatest good for a man to discuss virtue every day.” Socrates was
one of the earliest in a long line of thinkers who believed that the more dialogue we
create around our deepest values and ideals, the more we reinforce them, and the
more likely we are to act accordingly. Even if—perhaps, especially because—that
dialogue leaves people with a keener awareness of how much we do not know
about our values and our willingness and ability to enact them.

Research shows that critical self-examination of values affects subsequent
behavior. In psychological studies, subjects were asked to participate in an activity that
measured howmuch they discriminated against a randomly created group of people in
the lab. One group first spent ten minutes expressing and defending their attitude
towards equality. A second groupwas simply reminded of the value of equality but not
asked to defend their views. In the subsequent activity, the first group demonstrated
less discrimination than the second (Maio 2010). Those subjects who articulated their
values were more likely to apply those values to their behavior, supporting Socrates’
use of critical self-examination as a bridge between values and action.

Recognizing the role of individual values in collective outcomes, the shared
value model in this book has three spheres: business, social, and individual. Taking
Porter’s and Kramer’s definitions as a starting point, our definition for the indi-
vidual sphere can be seen as:

Investments that encourage leadership and build relationships between individual stake-
holders that help align social and business interests.

This opens up critical self-examination within people to reconcile their
conflicting personal and professional expectations. It also opens up dialogue
between individuals, based on this reconciliation, which makes consensus with
others and solution-seeking possible.

Rather than pitting stakeholder interests against one another, it opens up chan-
nels for mutual understanding, aligning objectives, and sharing the ideas and
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resources necessary to change the game. By being the common element of each, the
individual binds the molecule of business and society together.

We then take it a step further by removing the associations imposed by the word
“investment” and focusing directly on the value delivered in each sphere. This shifts
the emphasis from the costs to the benefits. While focusing on the costs keeps people
thinking in a mind-set of less, focusing on the benefits opens up the possibility of
more. This is also how luxury approaches product value. Individual value means
providing opportunities for self-actualization, accomplishment, and validation.
These connect to the business values of product offerings for consumers, meaningful
work for employees, and profits for investors. They connect to social value by
providing responsibility and leadership that lead to community enhancement.

These additional dynamics make three-dimensional shared value possible.
Porter’s and Kramer’s approach is strengthened by the addition of two new overlaps.
By linking the individual and social spheres, we unleash the dynamic of humanity
and solidarity; the compassion and cooperation that are at the root of what differ-
entiates humans from animals in being able to form a society and build a civilization.
By linking the individual and business spheres, we formalize relationships and
objective-setting to create a dynamic of consensus and commitment. At the core, we
find three-dimensional shared value, which engages the individual to solve business
and social problems. The original shared value model is now expanded from sus-
tainability to include engagement, through the ability to align objectives and share
resources, and establishes companies as citizens of the community (Fig. 2).

Fig. 2 Three-dimensional model of shared value
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2 The “Give” Model

The question then, is how to reconcile the vast diversity of individual perspectives
and point them all in the same direction to achieve this goal. When speaking about
shared value, giving financial incentives alone is not enough, as that would run
counter to the entire model. People are waking up to the power of qualitative
motivations and of having a sense of purpose: that one’s actions have impact and
change something. More and more, this is about effecting change rather than just
filling personal coffers. So companies can provide tremendous shared value by
helping individuals achieve their qualitative goals. Their purpose is bound up in
what it is about the world they want to change.

This is especially true of luxury, which addresses higher level needs of belonging,
esteem, and self-actualization. Luxury is not in the security business, so it is free
from defending the status quo. Like artists and other creators of social value, luxury
firms envision an ideal world, one that is essential to creating the appetite for luxury.
Once they themselves are in harmony with that vision, they can go about changing
the game. This means that they have to realign the relationships between individuals
through which the brand functions, both internally and externally—the brand’s
owners, its employees, its customers, and the broader community.

Today, a brand’s relationship with its stakeholders functions according to what
we call a “take” model (Fig. 3). This is not an impeachment of the company as
greedy, taking from its stakeholders. On the contrary, the company is constantly
being bled of resources. In this system, all the actors are perpetually “on the take”
because the “take” model is based on transactional exchanges rather than rela-
tionships. The brand exchanges money and benefits for the labour of employees. It
exchanges products for customers’ money. It exchanges marketing investment for
the expectations of the community, some of which converts into customer demand.
All this in order to exchange profits for the continued support of investors. In a
transactional view of work, the parties meet to take from one another. Money and
utility, which are easily sourced elsewhere, are the basis of this model. As a result, a
company’s resources are taxed in multiple ways just to feed a single stream of
returns.

Fig. 3 The “take” model of stakeholder relationships
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Businesses may think the “take” model works in their favour because it is
transactional and their investment is measurable against the returns they gain. For
example, how many hours of work or how much output they can expect in return
for the salary paid to employees, or how many products will sell at a particular
price. The “take” model works on the assumption that each of the exchanges is
hermetically sealed, and that the value chain from a company’s owners through its
employees to its customers and community is a simple linear construct. But, in a
transactional relationship, each party gets only what they pay for and will therefore
give only as much as they feel is justified by the price. When they feel they can get
a better deal elsewhere, they will move.

To use a concept articulated by James Moore, companies exist in a business
ecosystem where they are in simultaneous competition and cooperation with other
players (Moore 1993). Like animals in the wild, they both need each other to
survive and yet compete for the same resources. Example: a lion predator needs his
antelope prey to survive, but he must share the watering hole with the antelope if he
is to be nourished by its meat. Alternately, the antelope needs his herd for the safety
it provides, but competes with them for grazing land. When one species disappears
from an ecosystem, it can take a range of other species with it. But at the same time,
that creates opportunities for other species that may have been marginal to the
ecosystem to suddenly flourish and become dominant.

However, a company is not just an actor in the larger business ecosystem. It is
also an ecosystem itself, one with porous inner and outer boundaries. Thanks to
technology and rapidly evolving attitudes to the work–life divide, individuals are no
longer confined to just one role in the organization. Increasingly, an employee can
simultaneously also be a client, a shareholder, an external stakeholder, or any
combination of these. So the organization is part of an ecosystem where the dif-
ferent players are linked, internally and externally, not in a linear or one-to-one
relationship but in a complex web of multifaceted relationships. Twitch one strand
of this web and it sets several, perhaps even all the strands vibrating, creating a
resonance across the entire system.

In contrast to the “take” model, the “give” model gives every actor more than
they pay for (Fig. 4). The company gives its employees not just a job, but a
purpose. The sense of meaning generated by having that purpose rather than just a

Fig. 4 The “give” model of stakeholder relationships
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set of tasks and responsibilities contributes to employee motivation and increases
their productivity. Employees, who are the interface of the brand with the customer,
now carry out more than the simple sales transaction of products for money. They
provide solutions rooted in the company’s purpose, recognizing that customers are
not just consumers looking for products, but part of a much bigger community
where complex issues and decisions intersect with their consumer behavior.

The move from products to solutions validates the consumer as a whole person.
People naturally reward validation with loyalty. This is a heartfelt and intimate kind
of loyalty, which goes beyond the loyalty created by loyalty and customer
engagement programs such as private sales, frequent flyer miles, and social media
campaigns designed to keep customers consuming. Those programs are just another
form of transaction. More important, however, is the intent and substance of the
relationship. By providing people with solutions that go above and beyond the
product, the brand is making a contribution to the community. This raises
the brand’s standing by increasing the amount of goodwill felt toward the brand by
the larger public. Goodwill is the key ingredient of brand love and reputation, and
increases the brand’s value as an asset. The brand comes to be seen as a leader, and
its owners—who direct it toward a purpose—gain not only financial returns, but
also prestige, with the trust and standing to exert even more leadership.

The “take” model drains the company of various resources in order to return
revenues, keeping the company focused onmarginal benefits and cost mitigation. It is
powered by thinking small, which results in a race to the bottom. On the other hand,
the “give” model creates a virtuous cycle in the behavior of the company by rein-
forcing its output of purpose with multiple streams of support, allowing the company
to reinvest these in continuing its work. It aims for bigger. It is a race to the top.

The “give” model does not replace the “take” model but adds another dimension
to it, giving us the combined model shown in Fig. 5. The relationships inherent in a

Fig. 5 The “give” and “take” models together
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shared value model do not replace the transactions, but augment them by giving
meaning to the whole process. This contributes to individuals’ sense of fulfilment.
Stakeholders are no longer beholden to one another in the moment. The brand no
longer has to buy their loyalty. Instead, they voluntarily and continually give back
to it in the form of the strength of its position in the community, the trust it enjoys,
and its consequent influence. Self-interest still drives this approach, but seeks to
increase the total amount of value in the system. By contributing to the company’s
internal and external ecosystems, it recognizes that individual interests thrive best
when the whole environment thrives around them.

Take Apple, Inc. as an example. Apple is an innovator, but contrary to popular
belief, Apple is not an inventor. Personal computers existed long before Apple
came on the scene. Even the smartphones for which Apple is now celebrated were
first developed more than a decade before the iPhone, by Ericsson, BlackBerry and
others who combined the functionalities of mobile phones, digital organizers, home
computers, cameras, and so on.

Apple’s purpose is not even to be a technological innovator. Rather, the purpose
behind their innovation is to humanize the technological experience. Apple realized
this vision through “skeuomorphism,” in which the technological user interface
emulates objects in real life. On an Apple “desktop,” for example, you move and
layer documents the way you would papers on a desk. This was first conceived by
Apple before flowing back into Microsoft’s and other companies’ products.
An Apple product is designed to be intuitive: switch it on and start to use it.
Most Apple products do not even come with a user guide.

By humanizing the use of technology, Apple has built an almost evangelical
loyalty to the brand. And this is not just among the customers who wait in line for
days before a new release. For example, Apple is not known for paying particularly
high salaries to its store staff. But the personnel at Apple stores are proactively
helpful and highly informed because they are driven by a passion that is converted
into caring for the customer. This is a manifestation Apple’s purpose shared right up
the value chain, from the programmers who develop the software, to the designers of
the hardware, to the standards pursued by managers. The sense of purpose has
resulted in Apple’s commercial success and the stratospheric rise in their share price.

That is not to say Apple is a gentle saint. Steve Jobs was notoriously difficult to
work with. The company has been criticized for working with manufacturers in
China that employ abusive labor practices. Their environmental track record needs
work. And its community of followers constantly pushes them to improve in those
areas as well.

The specific nature of a particular company’s purpose depends on its own story.
Not every company is in the business of technological innovation. A brand derives
its purpose from its backstory of values and origin; the founding spark that moti-
vated an entrepreneur to change something in the world. This is ultimately the road
to citizenship. It uses the company’s competitive nature to meet the cooperation
needs of a society. Across all examples of corporate purpose, the common ingre-
dient is the human dimension, which in one way or another is about caring for other
people.
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Gary Vaynerchuk, author of The Thank You Economy, says that: “Especially in
the luxury category … we are living through the humanization of business … We
have now conditioned ourselves as humans to actually have relationships with
logos … Now it’s going to come down to: Does business have the ability to be
human? Do we strategize for sales or do we actually give a fuck?” (Vaynerchuk
2011)

A tremendous body of knowledge has emerged on corporate purpose. The Good
Purpose Study by Edelman, the world’s largest independent PR firm, found in 2012
and confirmed in following years that 87% of consumers believe business should
place at least equal weight on societal and business issues, but only 28% of con-
sumers believe business is performing well in this regard (Edelman 2012). It also
found that consumers are more willing to name and publicly shame companies they
feel do not live up to their social obligations. Beyond social media activism,
consumers say they will avoid buying a company’s products and even refuse to
invest in it if they do not feel that the company contributes to a good cause. (In
practice, companies have found this to be not quite so clear-cut: actual consumer
and investor behavior has yet to fully reflect the survey responses.) Consumers’
expectations for a company’s contribution take familiar form: philanthropy and
process or partner innovation. But the stakes here are rising as well, with consumers
increasingly asking companies to provide education, information and dialogue
opportunities, and to work with government, with the burden being on CEOs to
proactively address societal issues.

Adam Grant, management professor at the University of Pennsylvania’s Wharton
School, identified three types of corporate culture: takers, givers, and matchers
(Grant 2013). Taker cultures have high levels of internal competition, which causes
colleagues to withhold assistance and information from one another, and undermine
each other’s work in order to get ahead individually. In matcher cultures, the cat-
egory into which most organizations fall, colleagues help one another, but in quid
pro quo exchanges of traded favors that occur within closed loops of relationships
that do not include outsiders. In giver cultures, colleagues help one another without
expecting anything in return, by sharing information, mentoring, and making con-
nections. While they have to contend with issues such as distraction and inefficiency,
giver cultures achieve the highest levels of performance.

Grant found that “The frequency with which employees help one another pre-
dicts sales revenues in pharmaceutical units and retail stores; profits, costs, and
customer service in banks; creativity in consulting and engineering firms; pro-
ductivity in paper mills; and revenues, operating efficiency, customer satisfaction,
and performance quality in restaurants.”

He cites research by the University of Washington, which found that competitive
teams finished tasks more quickly than cooperative teams, but did so at lower levels
of accuracy because members would not share crucial information with one
another. Furthermore, the study found that teams that were incentivized to transition
from competition to cooperation had trouble doing so. People had lost trust in
colleagues who had previously been seen as competitors. Speed decreased, but
quality did not improve.
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This is clear evidence that the collaborative culture of communities—with
aspects such as sharing, trust, and even altruism—transposed to companies through
the “give” model can deliver measurable performance benefits beyond those offered
by traditional competitive approaches. The returns on investing in being a good
corporate citizen are not only a matter of faith. Furthermore, the “give” model
creates fertile ground for cultivating leadership within and by the company, which
generates prestige in return for the leader’s contribution to individual as well as
collective well-being. It is a much stronger leadership status, given by the support
of the constituency rather than taken in the pursuit of power.

3 Connecting the Brand to the Individual

Passionate support for a brand cannot be demanded. A company must inspire it.
Once a company has aligned its business, social, and individual value propositions,
and identified its purpose, the question is: How can the company orient its stake-
holders to support this purpose? The answer is to empower individuals to also align
their own values across the three spheres in order to exercise their autonomy of
judgment. This kind of individual empowerment can be seen as dangerous by
organizations because it gives them less control over employee behaviour.

Most brands are very self-protective and closely control internal and external
information and decision-making processes. Luxury brands can be particularly
ferocious in this regard because so much of their cachet is bound up in the brand’s
mystique. But the transparency inherent in combining the business, social, and
individual spheres of shared value builds trust internally and externally. The rules
that determine the level of personal autonomy are dictated by a company’s cor-
porate governance structures, so what are these structures responding to? Is cor-
porate governance a simple act of legal compliance, or does it support shared value
creation? In a similar way, are companies encouraging their people to follow rules
or fulfill its purpose?

LRN is a consultancy that inspires companies to “principled performance” and
helps them build resilient and innovative cultures. LRN’s work identifies three
types of corporate culture: blind obedience, informed acquiescence, and
self-governance (LRN 2012). Blind obedience organizations, like military organi-
zations, show strong top-down leadership, and even coercion through rules and
policing. Informed acquiescence organizations, like religious institutions, rely on
performance-based rewards and punishments to motivate people to follow the rules,
policies, and procedures established by what they believe to be a skilled manage-
ment team. Self-governance organizations, like neighborhood cooperatives, are
primarily values based, where purpose informs decision making and guides all
employee and company behaviour.

These cultures have consequences for a company’s ability to balance long- and
short-term thinking. While obedience and acquiescence cultures place importance
on the immediate benefits of following rules, self-governance encourages all
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employees to be leaders with a focus on long-term legacy. This gives their work
meaning, which contributes to their sense of fulfilment.

Dov Seidman is the founder of LRN and the author of How: Why How We Do
Anything Means Everything. His work with the Boston Research Group found that
employee engagement has been falling across the board. A 2011 study by the
Boston Research Group found that 27% of corporate bosses and only 4% of
employees believe their firms are inspiring places to work (Seidman 2012). The
lower figure is perhaps less surprising, because if those responsible for a firm’s
work do not find it meaningful, how can those who work for them care about it at
all? Seidman calls current employee engagement cultures “out to lunch”—literally,
companies feel they can improve their employee relationships with a proliferation
of social events and team-building exercises. In truth, these often backfire by
encroaching on an employee’s personal life and their productivity. What is missing
is the trust that allows organizations to empower their people.

LRN’s The How Report found in 2012 and confirmed in subsequent research
that there is a large gap in perceptions of self-governance between bosses and
employees (LRN 2012). Senior management consistently felt that their organiza-
tions encourage more self-governance and less coercion than the overall employee
population. To some extent, this is natural, as senior managers’ responsibilities
involve them in more lateral thinking and strategic decisions, which innately imbue
their roles with more creativity than those charged with implementation. But this
also concentrates a feeling of autonomy at the top, which does not disseminate trust
throughout the organization, undermining the reciprocal engagement that leads to a
sense of meaning and fulfilment for employees.

According to LRN’s findings from observations of 36,000 employees in 18
countries, “Employees who experience a high-trust environment are 22 times more
likely to be willing to take risks that could benefit the company. Employees func-
tioning in an organization of high trust are eight times more likely to report higher
levels of innovation relative to their competition. And finally, employees functioning
in a culture of high trust, risk-taking, and innovation are six times more likely to
report elevated levels of financial performance compared to the competition.”

To build trust, companies need to extend the sense of ownership that senior
managers feel to all levels of the organization. Only then will the corporate culture
and the benefits of its purpose flow out into the community. If you are going to
instil employees with a sense of purpose, they also need the liberty to pursue that
purpose according to their own methods. Otherwise, it is not a purpose, it is an
obligation.

To allow workers a feeling of purpose, they need the autonomy to express their
values through the company’s actions in a way that is coherent with the company’s
values. A company should not police employees’ actions, but build a culture where
employees know what is expected of them and can fulfil those expectations
according to their own values, knowing that a certain core set is aligned with the
company’s. Further, because actions can transform values, the company has a
pedagogical role in transforming the person, liberating them from blindly following
instructions to the legal minimum.
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The brand can be a tool for building a culture of self-governance. Individuals
share an essential structure of needs based on our biological origins and the evo-
lution of the human psyche. Abraham Maslow’s “theory of human motivation”
presents these in a concise and useful form, which is a familiar business tool
(Maslow 1943). Viewed from above, Maslow’s hierarchy of needs can be seen as a
set of concentric circles, providing an opportunity to establish parallels between the
layers of human needs and the common elements of a brand platform. Translating
the brand to the individual experience shows how the brand can be the basis for
need fulfilment on many levels (Fig. 6).

Businesses are often conceived in terms of their utilitarian actions: the mani-
festation of their value proposition to customers. More sophisticated models seek to
frame these in terms of an overarching mission, with vision and values making the
transition to the execution of actual work. Shared value is partly an emotional
intelligence appeal, and luxury brands operate at the emotional and business nexus.
A brand platform centred on the individual puts values at the core. Defining the self
first gives meaning and direction to all the other elements as a source of motivation.

In the same way that a company can either serve compliance or create shared
value, a company can also either let its actions determine its mission, vision, and
values, or use its values to inform its vision, formulate its mission in service to that
vision, and align its actions to suit. This parallels how people either can move up
Maslow’s hierarchy, pursuing higher level needs only once their physical and
security needs are met, or use their need for self-actualization to meet their lower
level needs by achieving success.

The vast majority of people work to move up Maslow’s hierarchy. The fear of
not meeting their basic and security needs keeps them from taking the risks that lead
to self-actualization. But a special category of people, those driven by belief and

Fig. 6 Connecting the brand to the individual
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purpose—artists like Vincent van Gogh and Leonardo da Vinci, or social activists
like Nelson Mandela and Mahatma Gandhi—actually prioritize their need for ful-
filment over their needs for security, money, and even sex.

Luxury brands function like artists. They are not in the business of creating just
any product to sell and make profit. They are capable of sacrificing boundless
growth in order to stay true to their vision. They are in the business of ennobling the
human experience. This obviously happens at the physical and emotional levels, but
they can influence the purpose-driven level as well.

When PPR changed its name to Kering in 2013, it was intended to signal a new
strategy for the company. Under the leadership of François-Henri Pinault, Kering
was evolving from a diversified holding company into an apparel and accessories
group focused on luxury and the sport and lifestyle sector. In addition, Kering was
making sustainability a core pillar of its corporate strategy. The name Kering
resounds with the pronunciation of “caring” and takes its root from “ker,” which
means “home” in Breton, Brittany being the native region of the Pinault family. The
new name also traces its roots to Home, the nature documentary made by pho-
tographer Yann Arthus-Bertrand, the production of which had been supported by
PPR. The original name of PPR’s sustainability department was PPR Home,
showing how the company’s commitment to sustainability came to define its cor-
porate identity.

In implementing this commitment, Kering relies on an operational style called
“freedom within a framework,” by which its brands and its people are empowered
to find their own ways to accomplish the group’s goals in accordance with the
group’s values. Kering states its mission as allowing its customers to express, fulfil,
and enjoy themselves through their products. This is all summed up in the Kering
signature statement: “Empowering Imagination,” which we conclude to be their
purpose. Empowering the imagination of people within and outside the organiza-
tion is the contribution that fuels their mission.

If companies do not manage their corporate culture, a culture will emerge
anyway, like weeds in a garden. Rather than policing their employees’ behaviour,
companies must establish a culture where the rules of behaviour are not just
explicitly written out, but where the expectations for what is appropriate are
implicitly understood by all.

4 One Ring to Rule Them All

Luxury is the marriage between art and business, which means that it does not have
to choose between working up or down Maslow’s hierarchy, but can reconcile the
two. What differentiates the starving artist from the successful artist, and the angry
street protester from the leader of social change is their ability to merge their values
with those of the market and community.

Luxury firms have already mastered many of the challenges facing other com-
panies, such as providing personally attentive customer service, superior working
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conditions, creative freedom, and respect for raw materials. They are also good at
engaging social causes, such as women’s rights, biodiversity, cultural preservation,
and education. But in an ever more competitive world, do they give up this lead to
competitive pressure or can they exert outward influence so that the values that
make luxury a leader can be shared more broadly throughout the business and
social cultures?

Many non-luxury companies have picked up on the verbal and visual vocabulary
of luxury. So, luxury does have an influence. How can it be more than stylistic and
actually contribute to the creation of shared value? If luxury spreads its culture
throughout business and society, will it not surrender the very thing that sets it
apart?

No. Because luxury’s advantage is not just its ideals, it is also the execution of
luxury, and not every company is able or even willing to invest the time and talent
needed for the dazzling level of artistry and quality that define luxury. And not
every customer is able or even willing to appreciate them. Even in an ideal world,
there will always be a lag. So, because luxury’s culture will spread from luxury, it
will always belong to luxury. Furthermore, as luxury’s culture spreads to the rest of
the market, it will push luxury ahead to open up perspectives that have not yet been
experienced. That is, after all, how luxury remains luxurious.

Monet’s Water Lilies is one of the most familiar images in art. Countless
reproductions of the iconic work hang as posters in doctors’ waiting rooms, adorn
desks as calendars, liven up sofas as throw pillows, and protect people from the
weather as scarves and umbrellas. This has not diminished the number of people
wanting to see the original work. On the contrary, the painting’s fame has increased
the number of people wanting to come to Paris precisely to see the massive original
adorning the curved walls of the Musée de l’Orangerie for themselves. And to
Giverny to see the real gardens that inspired Monet, and the universe within which
he lived and worked. Of course, Water Lilies is one of a kind. Forget about aspiring
to one day be rich enough to afford the painting. You cannot even aspire to own it.
Everyone knows that the version you have is an imitation. But the imitation has
only driven the appetite for the real thing.

Luxury goods are different from Water Lilies. They exist in multiple examples.
We can aspire to own them, so it is easier to pass an imitation off as the real thing.
This makes them vulnerable to the effect of forgeries, the bête noire of the most
popular luxury brands. But this popularity has also caused the legitimate stylistic
imitation that has been hailed as the democratization of design. It has raised the bar
for consumer tastes by opening our eyes to the possibilities luxury has discovered.
In the same way that the impressionists broke barriers about the way artists rep-
resent the world, luxury breaks barriers about the way we experience an object
through the senses and through the emotions the product can evoke.

The posters and umbrellas are pretty, but they have nowhere near the impact and
emotional satisfaction of the original work of art. So, luxury can drive the appetite
for the real thing, even in a world where imitations are widely available. By
increasing the appeal of luxury and heightening our appreciation for what luxury
really represents, luxury can drive consumers to desire better things. They may not
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all be able to afford “luxury” goods, but they can be pushed to look for products that
are authentically better rather than for a proliferation of cheap imposters. When you
increase the understanding and appreciation for the real thing, you are also
increasing the pool of potential luxury customers.

As the most emotional of business sectors, luxury establishes a dialog with
individuals paralleling the dialogue that art has with individuals. For this dialogue
to work, it is crucial to get past the urge to market. Just chatting with fans on social
media is not enough. The quality of that conversation is defined by its substance,
and the substance is defined by the character of the interlocutors.

A self-absorbed person at a dinner party will have an equally vapid Facebook
page, likely an endless stream of duck-faced selfies; whereas an interesting, intel-
ligent person is likely to use Facebook to share their insights and observations about
the world, articles and interesting ideas from others, as well as support causes and
call attention to important issues. They enlarge your horizon by being a window
onto the wider world.

When brands see social media in particular, and their stakeholder engagement
more generally, as a platform solely for self-promotion, they effectively become a
billboard that demands our attention but obstructs our view. We may look at it for a
bit, but the instinct is to get past it and see the world beyond.

Our values shape our behaviours, but the reverse is also true: by acting in a
certain way, we mould our thoughts to justify our actions, and gradually adapt our
values to support them. This is the key to enculturation, which may happen
unconsciously, as in parenting or peer pressure in schools, or consciously, as in
religious education or indoctrination (Kottak 2011).

Because companies exist in ecosystems, they are subject to coevolution. They
influence their environment to evolve. In turn, they evolve in response to envi-
ronmental influences. Just as organizations coevolve in their ecosystems along with
their suppliers and competitors, employees internally coevolve with the company
they work for and thus shape the company itself. The employee is a real connection
between the inside and outside worlds of the company.

Today more than ever, with a single individual coexisting in multiple stake-
holder categories, companies are less hermetically sealed entities than they are
porous vehicles. This dynamic can put the company either in harmony or in dis-
sonance with the objectives of society. By creating a culture that causes people to
act in a particular way, they can have a viral impact on the community. They can
also learn from their environment by listening to the behaviours and expectations
their own people bring in from outside.

The overarching debate about the role of companies in society boils down to
corporate citizenship. If a corporation is legally considered to be a person, it is
subject to the same responsibilities as all other members of society and is to be
judged based on its contribution and moral character. So, the behaviour of a brand
cannot be separated from the behaviour of the individuals that comprise that brand.

Luxury is exemplary. This makes it more than a citizen. It makes a luxury brand
a leader. By establishing the brand as a culture that drives individual behaviour, a
company can spread its leadership culture to the entire community. By basing its
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culture on a purpose that improves the ecosystem, a company can raise its stature
and enhance its ability to lead. By using the values widely shared by individuals, it
can align its values as a business with the values held by society.
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Sustainable Performance Management
in High-End Luxury Goods Firms: The
Use of the “Reputation-Clock” Model

France Riguelle and Didier Van Caillie

Abstract High-end luxury firms have to elaborate even more precise and complex
strategies depending on a large variety of key success factors in order to manage
their value chain. Meanwhile, they have to incorporate the ethical and societal
strong requirements imposed by sustainability. Therefore the performance man-
agement tools that they use have to go far beyond the traditional models. In par-
ticular, these have to take into account their potential huge impact on reputation if
some related risks occur, as it is considered as one of the most valuable assets a firm
can own, in particular for small organizations in this industry. However, this is
rarely considered as an integrated part of the performance management process of
the firm, disregarding the intrinsic complex nature of the relationships that govern
the process of accumulation and dilution of reputational capital in particular,
and the key success factors that can be mobilized by the organization in order to
engage and feed it. Building on the specific case of a small Belgian firm of the
luxury industry, this paper describes the motivations and the content of a reputa-
tional performance management tool, the “Reputation-Clock” Model, which
incorporates the different key success factors that a firm from the high-luxury goods
industry has to leverage in order to master its strategic performance from a repu-
tation point of view. Our findings suggest that accumulating reputational capital is
influenced by the organization’s capacity to manage the related reputation risk. In
particular, we distinguish the co-existence of a virtuous and a defective triangle of
reputation, which mobilizes a short-list of key success factors in order to enhance
the performance of the organization under study. Finally, we observe that the
development of internal reputational capital measurement tools, or else the
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definition of a systematic procedure in order to react a reputation crisis would
require much resources for this kind of firms, while flexibility and education can be
key for both accumulating and protecting reputational capital.

Keywords Luxury � Luxury firms � Reputation management � Reputation clock �
Key success factors sustainable luxury � SMEs

1 Introduction

Value chain management in high-end luxury firms becomes even more challenging,
especially for small local ones that remain independent from luxury groups
(Gardetti and Torres 2014). This requires from them to elaborate a precise and
complex strategy depending on a large variety of key success factors (Riguelle and
Van Caillie 2012b). When these strategies have to take into account the ethical
and societal strong requirements imposed by sustainability, they need to implement
management tools that go far beyond the traditional Sustainable Balanced
Scorecard (Figge et al. 2002), notably when they have to prevent the potential huge
impact on their reputation (Fombrun 2007) of risks arising when some elements are
deriving wrong.

Corporate reputation can be seen as a rare and difficult to imitate intangible asset
a company can own (Caves and Porter 1977; Mahon 2002), and can be measured
by its reputational capital (Fombrun 1996; Fombrun and van Riel 1997). Therefore
the capacity of a small high-end luxury firm to accumulate reputational capital, but
also to prevent its dilution due to the arising of reputation risks may become critical
for leveraging key competitive advantages (Riguelle and Van Caillie 2014). As a
consequence, it requires understanding the dynamics that underline the process of
accumulation and dilution of reputational capital.

Corporate reputation emanates from the aggregation of all stakeholders’ per-
ceptions of an organization’s past actions and future prospects, i.e. in its ability to
meet their demands and expectations compared against some standards (Chun
2005; Fombrun 1996; Rindova and Fombrun 1999; Walker 2010; Wartick 1992,
2002). Just like in any other firm, luxury companies’ stakeholders can be classified
into two categories: the external stakeholders which include the firm’s customers,
suppliers, shareholders, the government, the society, or else the media, and the
internal stakeholders, namely the organization’s employees, managers and owners.
Corporate reputation is then “at risk” in every action with them, while standards
stand for their reference framework (Carmeli and Tishler 2005). Standards emerge
from social norms and aspirations at both the local and the international levels,
while luxury precisely reflects these social norms and aspirations (Berry 1994).
Reputation of a luxury firm is then totally embedded into its own environment and
context. Meanwhile, sustainability now manifests itself in commonly accepted
standards of corporate social responsibility (CSR) (Davies et al. 2012). But con-
sumer responses to CSR are more nuanced than an explicit endorsement of

82 F. Riguelle and D. Van Caillie



corporate CSR policies (Smith et al. 2010). The expected quality of luxury origi-
nally embedded into its capacity to transmit ancestral skills and to preserve raw
materials and local activities now includes the social and environmental dimensions
(Lochard and Murat 2011). Sustainable development might thus be considered as a
catalyst for brand differentiation and corporate image among customers and other
stakeholders that are concerned by CSR issues (Kim et al. 2012). Consequently,
sustainable luxury as a synonym of environmental and social development, but also
of local culture, art, innovation, and craftsmanship preservation may then clearly
become a powerful engine for the management of luxury firms’ reputation risks in
order to sustain their reputational capital.

The existing literature on reputation risk management has several limits for this
purpose however. First, as it is based on various approaches to reputation risk
conceptualization, which refers themselves to different concepts of reputation
(Fombrun and van Riel 1997), reputation risk management still appears as a seg-
mented management discipline that remains difficult to put into practice (Chun
2005). This is particularly the case for small firms that often lack attention in this
field of research. Second, the idea that reputation risks are embedded in social
constructions based on the perceptions of organizations’ stakeholders (Rao 1994) as
it is clearly the case for luxury firms is rarely considered (e.g. Kartalia 2000;
Scandizzo 2011), thereby failing to question the existence of complex systems
fuelled by social constructions at each level of assessment of reputation risk (Scott
and Walsham 2005). Relatively recent contributions associate reputation risk—or
assume that it is strongly correlated—with corporate social responsibility
(Bebbington et al. 2008; Gaultier-Gaillard and Louisot 2006; Hogan and Lodhia
2011), but continue to bound the reputation risk construct into a circumscribed
management discipline disregarding its complex status and nature (Suomi and
Järvinen 2013). Although reputation risk management can only be effective if it
operates as a continuous preventive and reactive influence on the organization’s
actions, behaviour and standards (Davies 2002), these approaches to reputation
risks engender mainly static, asset-oriented, and reactive risk management systems
that tends not to consider the dynamic aspects of the accumulation and dilution of
reputational capital (Scott and Walsham 2005). However, as the business model of
a luxury firm is embedded in societal values, failing to recognise changes in these
later can result in substantial risk to the business (Berghaus et al. 2015). Therefore
in the case of reputation risk management, preventing courses of actions rather than
reacting to crises remains critical for a luxury firm to manage its reputation.

In this context, this paper describes the motivations and the content of a per-
formance management tool, the “Reputation-Clock” Model, applied to the specific
case of Raidillon, a small Belgian luxury firm active in the sector of high-end
watches and leather goods. Based on the assumption that reputational capital
accumulation and dilution is a complex adaptive system embedded in its own
environment and context, the “Reputation-Clock” integrates the major key success
factors that a small firm from the high-end luxury goods industry has to leverage in
order to manage reputation risks within its conception/production/distribution
processes from a sustainable point of view.
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In the first part of this chapter, we expose the conceptual background of our
contribution. We first discuss the construct of reputation, its signification and
dynamics for a small firm of the high-end luxury industry. Then, we define how its
key success factors leveraged under the overwhelming of a sustainable strategy may
enhance reputation and organizational performance. This sets out the bases for the
application of the “Reputation Clock” Model (Riguelle 2016) to the case of
Raidillon. In the second section of the chapter, we describe the model briefly, and
we describe how the model can be applied to the case of a given small luxury firm
active in a determined sector. It illustrates how this can be integrated into the whole
managerial framework of this organization, despite its limited available resources.
Finally, we derive lessons from this in-the-field analysis and provide tips to man-
agers and CEOs of comparable firms in order to help them accumulating reputa-
tional capital and thereby enhancing the organizational performance.

2 Reputation of the Small Firm of the High-End
Luxury Industry: A Complex System

Luxury usually encompasses a set of common elements that characterize it, namely
the scarcity or exclusivity of the product or service (e.g. Berry 1994; Vigneron and
Johnson 2004; Mortelmans 2005; Atwal and Williams 2009; Kapferer and Bastien
2009), a high value associated by the customer to this later (Mortelmans 2005), its
high quality (Berry 1994; Roux and Floch 1996), a related high price (Mortelmans
2005), a very pronounced hedonistic component (Vigneron and Johnson 2004;
Kapferer and Bastien 2009) that allows customers to find an extension of their own
personality (Vigneron and Johnson 2004), and finally, a very strong and noticeable
human component in the final offer (Chevalier and Mazzalovo 2008; Kapferer and
Bastien 2009; Lipovetsky and Roux 2003).

This definition has been developed through times (Vickers and Renand 2003),
following the relative evolution of the luxury industry that has undergone a deep
reversal of the economic fundamentals that drive it, as well as a profound modi-
fication of the social role of luxury for about four decades. At the origin, the luxury
industry was predominantly composed of small to medium organizations charac-
terized by labor intensive, craftlike processes (Djelic and Ainamo 1999) with a
strong entrepreneurial orientation (Bertoldi et al. 2013). But the craftsmanship logic
has progressively turned into an industrial and a financial logic dominated by the
increasing importance of groups and of private investment funds specialized in the
luxury sector (Roux and Floch 1996).

Compared to these big international actors whose large and diversified high-
prestige brand portfolios yield huge and still increasing turnovers, smaller indepen-
dent and often family-owned firms benefit from far less resources to sustain com-
petitive advantages. Next to a narrower international visibility compared to bigger
actors, some of them also suffer from an additional geographic identity problem.
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Belgium, in particular, is not naturally considered a natural home of luxury, unlike
France or Italy, though Belgian creativity is paradoxically recognized worldwide.
Moreover, the domestic market remains small in volume while even more affected
by the decline in the purchasing power of the middle class. Meanwhile, the emo-
tional meaning of luxury goods has become stronger and the price-quality ratio
even more important for buyers. And because of an upper profitability compared to
other sectors in the current globalized crisis context, competition has increased
dramatically.

While luxury might be divided into three distinct categories, namely the inac-
cessible (unique and made to measure products such as haute couture, high-end
jewelry, crystal, etc.), intermediate (the traditional luxury sector with prêt-à-porter,
leather goods, etc.) and accessible luxury (sensations and pleasures luxury such as
gastronomy, perfumes, etc.) (Allérès 2006; Castarède 2014), firms that are part of
the first two categories are clearly the most possibly affected by the threats iden-
tified. However, though mentioned as marginal and isolated in some countries
(Djelic and Ainamo 1999), these original structures yet survive and continue to
thrive against the increasing threat that these giants represent, so that we now attend
the coexistence of multiple luxury firm structures sharing the common universe of
the luxury industry.

In order to protect themselves from buyouts or even bankruptcy, high-end small
luxury firms have to leverage key success factors based on specific assets that are
rare and difficult to replicate (Riguelle and Van Caillie 2014). According to the
resource-based view of the firm (resource based view), businesses with valuable
assets that are rare, and difficult to imitate possess a competitive advantage and may
expect to achieve sustained superior [financial] performance (Amit and Schoemaker
1993; Barney 1991; Grant 1991; Hall 1993; Peteraf 1993; Roberts and Dowling
2002). The limited resources small firms of the high-end luxury industry can benefit
from make thereby intangible assets such as know-how, corporate culture and
reputation the best candidates for this purpose (Branco and Rodrigues 2006; Hart
1995; Russo and Fouts 1997). This is particularly the case for reputation whose
intangibility renders its replication difficult for competing firms (Deephouse 2000).
Corporate reputation emanates from the intangible properties that customers con-
stantly associate with the brand, and that stem from their psychological and social
needs (Keller 2009). Because it requires time and continuous effort to build
internally and externally, reputation is a stable asset (e.g. Balmer and Greyser 2006;
Chun 2005; Walker 2010). For the purpose of sustaining the performance of these
firms in the long run, it then reveals as a strategic asset (Deephouse 2000; Fombrun
1996; Fombrun and Shanley 1990; Fombrun et al. 2000; Forstmoser and Herger
2006; Gaultier-Gaillard and Louisot 2006; Hall 1993; O’Callaghan 2007; Roberts
and Dowling 2002; Sheehan and Stabell 2010).

However, dealing with corporate reputation means then to handle the set of
stakeholders’ perceptions, which requires managing its intangibility in its whole
complexity. In order to provide the concept a somewhat materiality and thereby
making it more applicable, there is a need to understand what the construct is
composed of in the particular case of a small firm of the high-end luxury industry
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on the one hand, and to formalize what it results in for the organization on the other
hand.

Corporate reputation results from the aggregation of all stakeholders’ percep-
tions of an organization’s past actions and future prospects, and is influenced by the
firm’s ability to meet its stakeholders’ demands and expectations compared against
some standards (Chun 2005; Fombrun 1996; Walker 2010; Wartick 1992, 2002).
Stakeholders may be either internal (employees, managers, etc.) or external (cus-
tomers, media, governments, etc.) to the company. While external stakeholders play
a role in the two-way bilateral relationship that exists between corporate reputation
and image (Balmer 1998; Balmer and Greyser 2002, 2006; Bromley 1993, 2002;
Fombrun 1996; Fombrun and Shanley 1990; Gotsi and Wilson 2001; Gray and
Balmer 1998; Rindova 1997), internal stakeholders rather live and feel their own
personal connection with the firm’s identity (Balmer and Greyser 2006).
Consequently, both image and identity as perceived by external and internal
stakeholders respectively generally characterize corporate reputation (Wartick
2002). This suggests that maintaining a premium image and a strong identity might
help sustaining a good reputation. For the firm, this would result in the accumu-
lation of reputational capital as a more tangible and measurable asset than repu-
tation itself, which can be defined as the “residual value of the company’s
intangible assets over and above its stock of patents and know-how” (Fombrun
1996).

In the case of a luxury firm, however, the concept of image usually refers to the
brand rather than to the firm itself. Indeed, brand image is a key constituent of the
luxury brand (e.g. Berthon et al. 2009; Husic and Cicic 2009; Kapferer and Bastien
2009; Keller 2009; Vickers and Renand 2003) as external stakeholders consume,
refer to, or simply see the luxury brand but usually ignore the owner’s name. The
brand image is built upon external stakeholders’ non-personal-oriented perceptions
of the brand conspicuousness, uniqueness, and quality on the one hand, and on their
personal-oriented perceptions of hedonism and extended-self on the other hand
(Vigneron and Johnson 2004), while these perceptions are moderated by their
culture of origin (Christodoulides et al. 2009). Brand image taken independently is
itself a complex construct based on stakeholders’ perceptions of actions and signals
that they associate with the brand.

In contrast, corporate identity from an internal stakeholder’s point of view is
supposed to be exclusively related to the firm, because it emanates from the col-
lective feeling of employees regarding the features of the company that appear to be
central and enduring to them (Balmer and Greyser 2006; Chun 2005; Fombrun
1996). However, the same people are brought to manage the brand image and to
represent it, meaning that they also have to be aware of how they want external
stakeholders to see the brand (Chun 2005). This gives them a strategic role in the
interplay between the external brand image they manage and their own internal
perceptions of the identity of the organization they work for (Chun 2001), adding
subsequent complexity to the corollary reputation management system.

Regarding these definitions of image and identity in the specific case of luxury
firms, we can assume that the reputation of a luxury firm lies at the edge of brand
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image and corporate identity, which in turn results in the accumulation of reputa-
tional capital as the related measurable and tangible asset for the luxury firm.

However, if reputational capital may be acquired, it can also be diluted recip-
rocally as corporate reputation is “at risk” in every action with its stakeholders.
Therefore it requires constant protection (Branco and Rodrigues 2006; Fombrun
1996; O’Callaghan 2007; Walker 2010). In this context, sustainability not only
generates reputational gains, but also moderates the risk of reputational losses
(Fombrun et al. 2000). However, it may also be the source of reputation crises if the
firm deviates from standards it stands for. The key point is to know the “how to” for
a small luxury firm in order to manage this delicate equilibrium.

Despite the link between risk management and reputation has been highlighted
almost thirty years ago (March and Shapira 1987), reputation risk management
(reputation risk management) has come under interest quite recently in the scientific
literature (Scott and Walsham 2005). On the one hand, specific industries have been
scrutinised at the organizational level, but no attention was paid to the type or size
of the firm (Carroll 2009; Power et al. 2009; Sullivan 2000; Scandizzo 2011; Xifra
and Ordeix 2009; Csiszar and Heidrich 2006; Gaultier-Gaillard and Louisot 2006;
Schanz 2006), though this can have a huge impact on its strategic performance as
discussed above. On the other hand, the global reputation management concern has
generally been split up for analytical reasons. Even if this breakdown of the process
is necessary for a finer comprehension of its dynamics, it lacks operationalization
for professionals as it fails to consider that reputation risk management is only one
part of the whole corporate reputation management process for a firm, and thereby
does not illustrate how this can be integrated within the whole firm’s strategic
management process.

Enhancing reputation then requires understanding all of these interdependencies
and complex relationships (Boyd et al. 2010), and existing studies that lie on the
principles of resource based view still lack operational prescriptions for managers
facing complex reputation issues that wish to accumulate key valuable assets such
as reputational capital (Walker 2010).

As reputation is made up of a large number of parts that constantly interact
between each other based on the interaction of individuals directly or indirectly
connected together, it can be seen as a complex adaptive systems (Anderson 1999;
Capra 1996; Simon 1996). These are characterized by a large number of agents that
behave according to their own principles, and whose collective behaviour results in
the appearance of stable, observable properties or patterns of the system (Morel and
Ramanujam 1999; Stacey et al. 2000), such as corporate reputation. With respect to
organizations, complexity refers to a number of activities or subsystems within the
organization (Daft 2001), which together make up a whole that is interdependent
with some larger environment (Thompson 1967), and with which the organization
must deal (Scott 2013). In this framework, the most effective organizations are
those that set up strategies that lie at the edge of chaos (Brown and Eisenhardt
1998), maintaining a balance between flexibility and stability (Anderson 1999).
Therefore complex adaptive systems need to be constantly creative in order to adapt
to emerging changes (Goldstein 1999). This process of adaptation builds
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complexity, from which in turn emerges perpetual novelty (Holland 2006). If
complex adaptive systems may help explaining the dynamics of the system it self, it
does not help understanding how to accumulate an asset. However, if we combine
the principles of resource based view and complex adaptive systems, we can focus
on the complex processes that build system-level resources over time (Colbert
2004). We know that the value of rare organizational resources, such as reputation,
is grounded in their connection with the firm’s operating context, while their
inimitability is embedded in the complex interactions within the organization. This
resonates with the resource based view central principles as far as these organi-
zational resources, and in particular corporate reputation, will be positioned to
enhance corporate performance when considering system’s boundaries extended to
the intent, choices, and actions of all the organization’s stakeholders (Colbert 2004).
We will then build on this theory, namely the complex resource based view, in
order to present the “Reputation Clock” Model as a management tool that helps
taking into account key inducers of this whole complexity.

3 Key Success Factors and Luxury Sustainability
as Performance Drivers for the Small Luxury Firm

Whatever their fundaments, however, brand image and corporate identity may be
conveyed towards stakeholders much faster than reputation itself through the use of
short messages and pieces of information. Indeed, even if it acts itself as a latent and
stable idea of a whole sight of a firm, corporate reputation may be quick to change
by means of external communication (Lange et al. 2011; Thevissen 2002; Williams
and Moffitt 1997). This suggests that the more flexible the management process, the
quicker the launch of information and the stakeholders’ reaction.

The small size of luxury SMEs makes them intrinsically flexible, which enables
them to produce and deliver a very personalized and integrated offer, but also more
accurate converging arguments in a smaller amount of time. They can then meet
customers’ expectations better and faster than bigger firms, and therefore contribute
to the construction of their reputation in a more proactive way. This is in turn
reflected in the accumulation of their reputational capital, which is a rare and
difficult to imitate asset, thereby creating competitive advantages in the sense of
resource based view (e.g. Barney 1991; Grant 1991).

However, small firms benefit from far less resources than bigger ones (Crutzen and
Van Caillie 2008), while reputation construction requires constant interaction with
stakeholders. For small firms of the high-end luxury industry, this means having the
capacity to enhance the quality of marketing resources that are essential for the
improvement of business performance (Hooley et al. 2005), rather than their quantity.

For this purpose, these firms do not deliver only products but dispose of diverse
sets of aesthetic values (e.g. Berry 1994; Vigneron and Johnson 2004; Mortelmans
2005; Atwal and Williams 2009), such as a specific know-how that slow and steady

88 F. Riguelle and D. Van Caillie



became part of the offer itself as the outcome of the firm’s heritage and history (e.g.
Allérès 2006; Dion and Borraz 2015; Fionda and Moore 2009; Kapferer and
Bastien 2009), the local culture, art and innovation of their country or region of
origin that they represent (e.g. Beverland 2005; Djelic and Ainamo 1999; Gardetti
2016), but also their ability to meet environmental and social standards (Carcano
2013; Moraes et al. 2015). In particular, this is all what makes the very essence of
the idea of (authentic) luxury delivered by small luxury firms as they are often much
more embodied into their local context because much less internationalized than
bigger companies, and as product and service quality, craftsmanship, exclusivity,
and values remain the fundamentals of their business strategy (Riguelle and Van
Caillie 2012a).

In the current trend to return to the true well-springs of ones roots, luxury has
progressively become a way for people to express their own personal values,
themselves embodied into current living standards that encompass much more than
the only social and environmental considerations, but well all of these elements that
make luxury authentic. As co-creators of the brand-experience (e.g. Roper et al.
2013; Tynan et al. 2010), stakeholders made purely conspicuous luxury progres-
sively give away to sustainable luxury, far away from the ambiguous association
between luxury and sustainable consumption (Davies et al. 2012; Janssen et al.
2014; Nelissen and Meijers 2011). Sustainable luxury appears now as a distinct
paradigm for luxury that can sustain the constitution of corporate reputation, and
thereby the accumulation of reputational capital. This return to the sum and sub-
stance resonates with a return to the idea of authentic luxury. Sustainable luxury
refers to sustainability in a broader sense, dealing with many other matters than the
only social and environmental ones. This brings all aesthetic values of the small
firm of the high-end luxury industry as described above at the core of the man-
agement of its reputation, as they become key success factors when leveraged for
strategic purposes. In this system, sustainability becomes the engine that activates
the machinery in order to enhance the global luxury firm’s performance.

4 The “Reputation Clock” Model: A Brief Presentation

The “Reputation Clock” model (Riguelle 2016) provides a global and dynamic
view of the reputational capital accumulation and dilution process. In particular, it
highlights the specificities of this later within small firms of the high-end luxury
industry compared to any other luxury company, through the integration of the most
relevant key success factors for these companies to success in sustaining perfor-
mance in the current global context of the industry. It demonstrates further that the
capacity of an organization to accumulate reputational capital is intrinsically
influenced by its capacity to manage the related reputation risk.

The model breaks down into 3-elements gears, each one breeding the other: key
success factors lead to the accumulation or dilution of reputational capital which in
turn results in performance improvement, continuously adapting and enhancing the
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resulting benefits of the system. Within the reputational capital accumulation and
dilution process, two complementary triangles coexist: the virtuous and the
defective triangle. Their completion directly influences the firm’s strategic
performance.

The virtuous triangle explains how a firm can improve its reputation, and starts
with arrow n°1. Managers constantly mobilize the set of key success factors that the
firm disposes of at a given time in order to initiate signals that are transmitted
towards internal and external stakeholders (blue circle on the arrow), thereby
influencing the brand image and firm’s identity. These signals reach not only
organizational stakeholders but are broadcasted and transit through the whole
organization and stakeholders’ environment, which both play a role in the stake-
holders’ interpretation of the initial signals. As a consequence, the same signal at
the origin is susceptible to be perceived differently by each stakeholder in the end as
it has been filtered through the prism of his or her global environment.

These different perceptions of signals by each stakeholder might be grasped by
the organization (arrow n°2). This results in the “perceived reputation”, which
refers to the managers’ perception of what the firm’s reputation stands for in the
eyes of stakeholders. Indeed, the understanding of the luxury firm’s reputation is
itself submitted to the managers’ own interpretation of information that is sent back
to the firm.

The virtuous triangle ends with arrow n°3, when the aggregation of the per-
ceptions of all stakeholders as perceived and measured by managers then finally
contributes to the accumulation of reputation capital.

However, risks exist that can tarnish the reputation and thereby dilute reputa-
tional capital. The defective triangle shows the mechanism behind this. In case of
the emergence of a reputation crisis as perceived by managers (arrow n°4), the
organization has to react in order to limit damages to its reputation, or even to
leverage reputational opportunities that can step out an appropriate reaction
(Gaultier-Gaillard and Louisot 2006).

Following arrow n°5, managers transmit remedial signals (blue circles) towards
the firm’s internal and external stakeholders. However, while the objective here is to
limit damages to reputation and if possible, to transform the crisis into a strategic
opportunity, the set of key success factors mobilized might be different than in step 1.
From this point, signals that are sent to stakeholders follow the same process of
transformation and interpretation than previously described in the virtuous triangle.

As soon as the reputation crisis ends up, the impact on the organization’s rep-
utational capital can be assessed in order to observe if the adopted reputation risk
management strategy before and during the crisis will result in either the accu-
mulation or the loss of reputational capital (arrow n°6) (Fig. 1).

As far as the system is intrinsically governed by the principles of the complex
resource based view, it is thereby embedded within its own context and determi-
nants. All firms do not unfold exactly the same process, which is influenced by the
organization’s age, size, sector, and local context of every small firm of the
high-end luxury industry (Riguelle 2016).
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Similarly, all the steps of the “Reputation Clock” do not necessarily occur at
each completion of the clock rotation. The model applied to a specific small luxury
firm in a given environment can demonstrate different characteristics than com-
parable organizations active in relative though different luxury sectors.

Therefore there is a need to validate this model in order to understand empiri-
cally how reputation can be managed in a proactive and dynamic way for small
luxury firms that take into account the intrinsic complexity of its accumulation and
dilution.

We choose to apply it to the specific case of Raidillon, a Belgian small firm
active in the high-end watches sector, that extend its brand in leather goods
recently. We give priority to the case study methodology for two reasons. First, it
constitutes the main methodology used by scholars to assess reputation risk issues
(Carroll 2009; Sullivan 2000; Xifra and Ordeix 2009). It can therefore enable us to
compare obtained results if applicable. Second, it enables to capture the whole
complexity of the results obtained (Yin 1993). In particular, as we try to analyse or
explain why and how reputational capital is accumulated or diluted, we use
explanatory research in which we include several units of analysis: 2 interviews of
the CEO that both lasted more than 1 hour, data collected on the official website, on
different websites that refer to the brand or firm identified via Google and in paper
magazines, and financial data from 2009 until 2014 available on the public website
of the National Bank of Belgium.

Fig. 1 The “Reputation Clock” model (Riguelle 2016)
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5 The Case of Raidillon

5.1 The Story of Raidillon

Raidillon was founded in 2001. Driven by a passion for car racing, the experience
of its founder was acquired in international companies of the jewellery and watches
sector.

From its foundation, the organization has been developing. In the first instance,
the creator-founder evolved alone at the head of the company. In 2009, a private
investment fund, Yamm SA, invested in the organization. It bought back 72% stake
via a capital increase. Frédéric Dawans became chairman of the board of directors,
and Fabien de Schaetzen was designated as CEO. The initial founder finally sold its
remaining shares and left the company in April 2014. The company now employs
12 people, among which 9 employees and 3 sales representatives, and has just hired
Christian Salez, a specialist in the management of luxury firms as an internal
advisor for sustaining the organization’s development. The continuous research for
developing and integrating key competencies whithin the firm’s value chain is the
first key organizational success factor that the management team has mobilized in
order to succeed since the beginning of the story.

Meanwhile, Raidillon aims at professionnalize its processes. So far, Fabien de
Schaetzen is progressively developing the use of formal budgets and cash plans.
Raidillon also works with a recruitment agency for hiring new collaborators, which
helps formalizing their recruitment system, and the Board meets regularly. Rapidly,
Raidillon has opened to its external environment, and seized opportunities to grow
and to professionalize in order to enhance performance.

From an organizational point of view, the firm has shifted from a
privately-owned structure driven by its founder to an organization held in majority
by a private investment fund, though represented by one single person. According
to the perceptions of several CEOs of small Belgian firms of the luxury industry, the
input of an external investor into the capital of such a business could damage the
brand reputation, except if this information remains unknown from the stakeholders
(Riguelle and Van Caillie 2012a). Although it is not shown in official releases of the
brand in the case of Raidillon, the information is available on public websites such
as Wikipedia however, and has demonstrated no impact on the brand reputation. On
the contrary, the provision of funds has been enabling investments in the brand and
product development, and to seize strategic opportunities such as the hiring of
people with key competencies that are required for the organization to
develop. Nevertheless, entrepreneurial characteristics of small firms remain rooted
in the owners’ mentalities, namely the willing to finance everything on equity, the
innovativeness in products and in services, and the taste for moderate risk in
strategy deployment. As a result, Raidillon opened its own boutique in the Galeries
de la Reine in the heart of Brussels (Belgium) where it located its headquaters
in 2009, and is about to open a second one in Antwerp (Belgium) in 2016.
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Besides, the different watches and leather goods collections are sold by 36 retailers
in 12 countries all around the world. The brand and the product range have been
developing as well. Watches evolved from 25 models in 2009 to more than 60 now,
and a leather goods line has been developed since a couple of years, which now
represents about 40% of the total turnover. This made the brand recognition tran-
scend Belgian borders, although Raidillon is still young compared to other actors in
its sector.

This suggests that developing brand and product, while still cultivating an
entrepreneurial and flexible structure, and constantly sending related signals toward
stakeholders enables a small luxury firm to constitute a cushion that can prevent
reputational capital dilution. This also reveals that professionalization may be a
vector of innovation and global performance that does not impact its reputation. On
the contrary, this enables to develop structured processes that sustain the devel-
opment of the brand and of the firm’s identity in the eyes of stakeholders
throughout the leveraging of various key success factors. All together, they work at
the creation of a sustainable luxury strategy for the small firm that enhances its
reputation and in turn its whole performance.

5.2 Key Success Factors of Raidillon

The name Raidillon is well known worldwide as the famous Raidillon de l’Eau
Rouge slope on the legendary Spa-Francorchamps circuit in Belgium. Built in
1939, this corner has progressively become the cynosure of every racing driver,
while its name comes from the related term, which signifies a very sloping alley or
footpath in French.

From the very outset, key success factors were identified and mobilized by the
founder in order to build the brand, develop difficult-to-replicate key competitive
advantages compared to competitors, and thereby enhance performance.

From an external stakeholders’ point of view, principally, exclusiveness is the
first one. The number 55 is considered one the major symbols of the brand referring
to the number of old cars allowed to start some races in the 50s. Therefore all
models are limited to 55 exemplars. On the left side of each case is engraved the
watch’s serial number from 0 to 55, never having the number 13, just as in car
racing where it is considered unlucky. The number 55 is also put forward to 11 on
the dial of the watch. Next to the explanation of these characteristics on the website,
they are reminded regularly on the social network page. One single poster is
dedicated to each numbered watch, with picture and a short history written by the
photograph on where the picture was taken. The background of the photography
itself is always different and studied in order to characterize each piece with a
distinct personality.

Based on the same elements that justify brand and product exclusiveness, the
brand heritage is the second key success factor which is mobilized for the
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construction of the brand image. The brand is built around the legendary
Spa-Francorchamps circuit, making its history the brand’s own in some way.
Raidillon goes even further, building on the image of famous racing drivers that are
reputed for being equally sensitive to engines and the beauty of bodywork, than to
fine watches. This is clearly what helps them to fill in the lack of heritage of tens of
years of existence from which other older brands could benefit. In this vein, the
Belgian circuit itself was the scene of the presentation of the first Raidillon watches
in June 2001. Watches have also been created as the effigy of car racers.
Partnerships with car makers were also explored by the brand, with the develop-
ment of the RCZ model per se. This kind of endorsement strategy was then per-
fectly aligned with the brand image, and reminded the brand’s country of origin.
This helped matching stakeholders’ expectations regarding their own sensitiveness
towards car racing or the Spa-Francorchamps circuit, and the values and codes the
brand proposes to identify to in a sustainable way. This started to prevent disruption
between stakeholders’ expectations and the brand image as they can identify
themselves to the brand values. Wearing Raidillon watches entrench them into their
own heritage, identity, tastes, and values, and thereby enables them to show it to
others. Sustainable luxury characteristics such as the reference to a region, its
heritage and its culture are then clearly at the basis of the creation of the Raidillon’s
reputation, making the “Reputation Clock” turn around.

Besides, other characteristics have been mobilized in order to build the brand:
product and service quality supported by a specific product warranty, innovative
designs, and brand experience.

What product quality concerns, first, technical information appear on the brand
website that put forward the Swiss movements. What the leather goods concerns,
pieces are made by specialized manufactures that work for big luxury brands in
Europe. All of these characteristics that participate to the product quality are
mentioned by each team member as one gets into contact with any stakeholder in
order to educate and make him or her feel and understand the quality of the product.
Whatever the number of repeats required, each team member should demonstrate
availability in order to explain patiently to anyone interested the fundamentals that
constitute the product quality. Therefore all collaborators are coached by the CEO
himself in order to get a “luxury attitude”. Buildings by professionals around this
theme are also organized in order to learn how to act with a “luxury customer”. This
in turn improves service quality.

Reciprocally, in order to prevent reputation risks regarding what has been
demonstrated to stakeholders, Raidillon also pays attention to the attitude of its
collaborators on the internet, and especially on social networks. As representatives
of Raidillon, they are on the front line to convey the brand signals and investments
that are made towards each stakeholder. They truly embody the brand and the firm,
its values, and thereby contribute to its reputation construction on the one hand, but
can also lead it to its destruction on the other hand.
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The brand has also continued to build from its solid foundations with an array of
a successful brand extension in leather goods, and watches variants, with foremost
concern the innovation in products designs. Bracelets are specifically designed in
order to refer to racing cars steering wheels, and this element is declined throughout
the whole product lines as a discrete but strong reference to its origins.

Brand experience for any stakeholder emanates from this set of measures, but
not only. The location of the boutique in Brussels is also chosen for its reminder of
the brand values, its encourage within the ancient history of Belgian luxury that the
Galeries de la Reine represent, and its alignment with the product quality, exclu-
sivity, and timelessness.

Raidillon also uses to invest for charity and social concerns. A rally of old racing
cars is organized by Raidillon each year in favour of a Belgian organism that aims
at helping handicapped children. Next to the demonstration of its concern for social
issues, this is another occasion for Raidillon to reinforce its exclusiveness and brand
codes. Only 55 cars are allowed to take part to the exclusive 2-days race, and
accommodations for participants are also carefully selected in order to be perfectly
aligned with the brand image. The event is communicated to a mailing list, reaching
potential participants directly. This gives stakeholders the feeling to benefit from an
exclusive treatment and service.

But above all, communication around these attributes has been at the center of
the strategy in order to enhance performance. For years, Raidillon has cultivated the
combination of these elements throughout the different signals and investments it
has been launching continuously towards its external stakeholders in order to build
the brand. Sustainability in a broad sense has also been directly put at the centre of
its development in terms of anchorage in Belgian and car racing heritage in par-
ticular, respect and admiration for expertise and craftsmanship of Swiss watch-
makers and Italian leather goods manufacturers, and investment in social concerns.

From an internal stakeholders’ point of view, attention is given to the attachment
and self-identification of the team members to Raidillon and its values. When
selecting collaborators and even trainees, whatever the occupation, the person
should be passionate about the product first and foremost. This is the condition for
signals to be properly communicated among external stakeholders. If the presenter
is passionate, then the product and the brand will be enhanced and put forward.

Moreover, opportunities are given to people to take initiatives while flexibility
and versatility are required as they still evolve in a small entrepreneurial structure.
This gives them the opportunity to learn different though complementary things that
they can put into practice rapidly while possibilities exist to evolve as the firm
grows. People are aware of that, and it participates to their own perception of the
Raidillon’s identity as a firm next to the brand.

Besides, the CEO deploys a strategy of transparency and trust among the teams.
This in turn requires from them loyalty and confidentiality.

This all makes them feel involved personally in the development of the orga-
nization and to the improvement of its reputation and performance. They feel proud
of their work, but above all, of the history they are constructing together.
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5.3 The “Perceived” Reputation by the Raidillon’s CEO

Raidillon regularly sends signals throughout the set of stakeholders and the firm’s
global environment. In the “Reputation Clock” model, we have completed arrow
number 1, describing the set of key success factors that are mobilized in every
message sent. At this stage, the ball is in the stakeholders’ court. This is where their
own environment and cognitive analysis interact in order to interpret the signal they
received, and to give a positive feedback to the firm. This is also where the risk can
emerge and tarnish reputation, thereby diluting reputational capital.

But measuring and assessing reputation remains difficult and intangible though.
The CEO and his team members regularly try to catch the successive aggregation of
perceptions of these signals in order to measure the “perceived reputation”, but this
where the models has its limits for small firms.

Actually, they can gather data either at the beginning or at the end of the chain,
but seldom in-between. They use small questionnaires that they submit to people
who enter the boutique in order to get information about brand recognition; they
compare buying intentions and effective purchases depending on the previous
measures. They could try to interview existing customers, but they consider that
they are already convinced about the brand, and that has less added value than
understanding what could make them known by others. However, this would
required more resources, and priorities should be made as resources are limited due
to the structure size, while they wish to keep the firm out of debt.

Any other information is caught informally during conversations, readings of
magazines, and above all, surveillance of social networks and blogs. Media,
according to the CEO, usually do not denigrate a brand for a couple of reasons,
especially when they are not largely known. Actually, they usually do not tackle
small brands because this is not as interesting for sales as when this is a famous
brand that is concerned. Moreover, PR relations aim at managing the win-win
collaboration between the brand and media. However, blogs and social networks do
not pursue comparable issues. Bloggers and people on social media rather seek to
communicate their own perception about a brand, a product, an event linked with a
firm or with a sector in overall toward their environment. This is what makes the
management of the reputation and the prevention of reputation risks difficult,
because the more communication channels, the more risks due to misinterpretation
of any signal about the brand or the firm.

Assess the “perceived reputation” of Raidillon then requires constant attention
from managers, but remains difficult for them to gather elsewhere than in direct
contact with stakeholders. This is why this is important to listen to them and
identify their expectations.
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5.4 When the Defective Triangle Moves Off

Although Raidillon does not measure customers’ satisfaction properly, evidence
showed that potential reputation crises came only from unsatisfied customers in the
case of Raidillon, and were conveyed via blogs or social networks.

The first example is the case of a customer whose watch started to loose time. He
wrote messages on a blog that discredited the quality of all the products of Raidillon.
Thanks to the team’s careful attention, Raidillon identified the problem rapidly
before it propagates, and the CEO offered to contact the customer personally in order
to fix it. The guy just ignored that a watch should be maintained, just as a car.

The second example is quite similar. A woman let a watch lie on a desk for
months and was astonished that it did not work anymore when she came to get it
back. Her first reaction was to propagate the information on social networks. But
the mechanism of the Raidillon watches makes them wind themselves with the
natural movements of the wrist. Again, she had not been advised when she bought
the product. The same approach was adopted by the CEO himself in order to
transform these little crises into opportunities to enhance the brand reputation
toward customers.

Both of these short stories bring to light that a first category of reputation risk for
small high-end luxury firms is the communication risk that occurs when an inap-
propriate communication is launched and propagates about the brand, especially
due to ignorance or misunderstanding. This confirms that previous education of
stakeholders helps preventing this kind of deviance, and enhances reputation as a
cushion that can prevent damages. It also illustrates that the similar key success
factors were declined in the messages delivered by Fabien de Schaetzen toward
unsatisfied customers: product quality, timelessness, exclusivity requiring greater
attention to the product, and above all, the insurance to get a personal response to
any problem, and a close relationship with the brand throughout an exclusive
customer service. This resulted in a stronger relationship with existing customers,
and a better reputation for Raidillon as perceived by its CEO when hanging up the
phone.

A slightly different example of reputation risk for Raidillon appeared when it
started to extend the brand. During the presentation of the leather goods line, an
observer told to the CEO that the collection “did not correspond” to the related
watches. Further investigations revealed that some adjustments in product design
were necessary in order to perfectly align with the quality, design and refinement of
watches. Though this did not result in any crisis, and therefore had no direct impact
on reputation, efforts made by the team in order to realign product lines contributed
to show to stakeholders that comments are welcome and that their opinion is
important for Raidillon. This contributes to the brand development as well.
However, the reputation risk linked with the misalignment between the product
quality and the brand image as perceived by stakeholders might damage the brand’s
reputation as well, and constitutes the second category of major reputation risks that
we observe.
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Although these events could be considered as anecdotal, evidence shows that
reputation is so important for luxury firms that even big groups of the luxury
industry are the first ones to consider that each complaint and each single signals
from its environment that aims at discrediting the brand or the firm’s identity
towards its stakeholders or its environment has to be investigated as quickly as
possible, and that a solution has to be found for each problem identified. Whatever
the strength of the brand, one could easily imagine that a similar risk occurring for a
smaller actor can rapidly become a devastating quake for its reputation.

5.5 The Raidillon’s Reputation Clock

Building on the elements highlighted above, Fig. 2 illustrates the “Reputation
Clock” model applied to the specific case of Raidillon. In particular, we can notice
that Raidillon mobilizes a specific and limited set of key success factors that are at
the basis of its brand image and firm’s identity, thereby contributing to accumulate
reputational capital. Depending on the situation (virtuous or defective triangle),
selected key success factors might be different, principally in order to prevent or to

Fig. 2 “Reputation Clock” model applied to the specific case of Raidillon
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tackle reputation crises. In this case, education of the stakeholders is privileged,
principally emphasizing the quality of the product and its exclusiveness, while
contributing to the brand experience by extension.

6 Conclusion: The “How to”

This chapter aims at discussing a performance management tool, the
“Reputation-Clock” Model based on its application to a specific case study. The
model highlights the fact that accumulating reputational capital is intrinsically
influenced by the organization’s capacity to manage the related reputation risk.
Based on the assumption that reputational capital accumulation and dilution is a
complex adaptive system embedded in its own environment and context, the
“Reputation-Clock” integrates the major key success factors that a small firm from
the high-end luxury goods industry has to leverage in order to manage reputation
risks within its conception/production/distribution processes from a sustainable
point of view.

Two integrated though different sub-processes are distinguished: the virtuous
and the defective triangles. Both are integrated into the “Reputation Clock”, and are
operated by the force of sustainable luxury that underlines the whole system. Gears
then result in the enhancement of the global corporate performance.

The model proposed is a first step toward the consideration of reputational
capital accumulation and dilution as a complex adaptive system embedded in its
global environment and context. An application of this model to the case of
Raidillon, a small Belgian luxury firm active in the sector of high-end watches and
leather goods illustrates one of its possible applications. This made key elements
emerge from the field that can explain how the “Reputation Clock” can work for a
small firm of the high-end luxury industry.

First, capitalizing on key characteristics that define the brand such as exclu-
siveness, refinement, product and service quality, brand experience, and finally the
entrenchment into an history and an heritage from the very beginning of the process
is the first best practice for a small firm of the high-end luxury industry that aims at
accumulation reputational capital as a key competitive and difficult-to-replicate
asset.

Second, we discovered that the modification of the firm’s organizational struc-
ture did not necessarily result in reputational capital dilution for Raidillon, as far as
it was accompanied by a strong brand development, thereby demonstrating to
stakeholders that the brand offer and the firm’s identity did not change with
organizational characteristics. This also suggests that the nervousness of CEOs of
certain Belgian small luxury firms to open their capital to solid partners prevent
them to seize opportunities and to accumulate reputational capital, whatever the age
of the firm.
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Third, enhancing the firm’s identity through the motivation of employees, the
reward of their work, and the management of their image as they convey the
brand’s one also important for the reputation to improve.

Fourth, developing internal reputational capital measurement tools seems to be
time-consuming and difficult because of complexity of the process. Similarly,
defining a systematic procedure in order to react a reputation crisis would be too
difficult for a small firm to afford in terms of investments in resources, however. In
this case, evidence at Raidillon demonstrates that flexibility, which is an intrinsic
characteristic of small firms compared to bigger ones, is key for both preventing and
reacting to risks. It plays the role of more standardized risk prevention and reaction
strategies, but is less static, and enables to be more creative in the response given,
and to transform the risk into an opportunity for enhancing reputation more easily.
Quick adaptations and communication of positive signals toward stakeholders at the
source of risk emergence appears as one of the best ways for small firms of the
high-end luxury industry to prevent potentially huge damages to their reputation as
soon as a risk occurs. But above all, attention and investments should be put on
prevention through education and constant interaction with stakeholders aligned
with the brand image and the firm’s identity.

Finally, we did not observe in the case study that complexity plays an important
role in the operating of the model. However, this does not mean that complexity
does not exist in this case, but rather than complexity is subtler and requires
analysing the underlying forces that influence the dynamics of the “Reputation
Clock”. Therefore it would be interesting to investigate this in further researches.
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Part II
Sustainable Practices Within the Luxury

Universe



Sustainable Luxury and Fashion: From
Global Standardisation to Critical
Customisation

Patrizia Calefato

Abstract The concept of luxury is often linked to fashion. Even if those two terms
have obvious different meanings, they both refer—in terms of goods and expenses
—to the economic and cultural field of uselessness, excess, waste. Furthermore, in
these years, a new element has been introduced to this relationship: distinction.
Although we live in the age of global fast-fashion, distinction means nowadays
creating a personal fashion, caring for the production processes, the workers’
conditions, environmental issues and the material “history” of what one wears. In
other words: sustainability. Therefore fashion becomes luxurious, not only eco-
nomically, but also highlighting values such as uniqueness, customisation and
wellness—the same values on which luxury is based. Fashion and luxury can thus
create a new critical and ethical paradigm. This paper will focus on this new
paradigm of luxury concerning fashion, the word “critical” referring above all to the
concept of “choice”. One can choose his/her clothes and can distinguish his/herself
by taking care of the senses, of materials, of time. The first section of this paper will
analyse how the concepts of fashion and luxury were defined and differentiated by
Social Sciences at the beginning of the Twentieth Century (Sombart in Luxus und
Kapitalismus. Duncker & Humblot, Berlin, 1913; Veblen in The theory of the
leisure class. Macmillan, New York, 1899; Simmel in Psychologie der Mode. Die
Zeit: Wiener Wochenschrift für Politik, Volkswirtschaft, Wissenschaft und Kunst 5
(54):22–24, 1895). The main aspect of this difference lies in the relationship with
time of the two concepts: luxury is eternal and fashion is always changing. Then
this paper will consider the critique of this “classical” differentiation operated by
Fashion Theory—born in the last decades of the Twentieth Century as an auton-
omous field of research in Cultural Studies. The symbolic principles of modern
luxury will be compared with the symbolic meaning of contemporary fast-fashion.
The core of this paper is represented by the analysis on how fashion is rethinking its
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own patterns: from haute couture to the “fastest” brands, many fashion companies
and designers are aware of ethical issues and sustainability, nowadays. Therefore
sustainable luxury seems to be the only path for contemporary fashion culture and
creativity. Finally, this paper will consider some examples as case studies, focusing
especially on some new contemporary Italian fashion brands. One of these
brands—Cangiari—will be analysed in detail as an ethical luxury brand, caring
deeply for social commitment and sustainability.

Keywords Fashion � Luxury � Sustainability � Senses � Body � Reuse �
Customisation � Ethics � Social commitment � Italian fashion

1 Fashion and Luxury: Shared Elements and Differences

The concept of luxury has often been linked to fashion, clothing and dressing. This
link accompanied the history of the notion of luxury in the use of the word itself, in
the laws that restricted it throughout the centuries (leges suntuariae), and in soci-
ological, economic and cultural theories that defined its motivations and rules
(Enzensberger 1997). Although luxury is not a synonym for fashion, as fashion is
not luxury per se, these two areas have actually something in common. Luxury
goods, expenses, luxury as display of conspicuous consumption—as Veblen (1899)
defined it—all belong to the economic field of “uselessness” and excess. Food,
clothing, jewellery, furnishings, and architecture are the branches which mostly fuel
this field. Therefore fashion is entirely part of it (Calefato 2014).

Luxury has always been conceived as a fundamental element which favoured
economically, socially and culturally the capitalistic mode of production since the
beginning of its original accumulation phase. This hypothesis was supported by
Social Sciences at the beginning of the Twentieth Century, during the crucial shift
from the capitalistic mode of production of the Nineteenth Century to the accom-
plishment of mass production of goods, which occurred at the turn of the Century.
Luxury symbolised then a specific case in the process of productive and commu-
nicative standardisation, and perhaps this was the reason of the amount of attention
given by Social Scientists to this subject, in analysing its deep causes (Berry 1994;
Borghero 1974).

Among those scientists, Sombart (1913) theorised the effective necessity of
luxury. He underlined the wasting spirit of capitalism, as opposed to Weber
(1904–1905), who highlighted the Calvinist strictness of this mode of production
instead. According to Sombart’s analysis, the function of luxury for capitalism
manifested itself through the complex transformation of lifestyles of both aristoc-
racy and middle class during the Seventeenth and Eighteenth Centuries. This
transformation is due also to the fundamental contribution of women, both as a
social role in everyday life, and as courtesans. Sombart maintains that upper middle
class women fuelled the luxurious entries of consumption for the first time: textiles,
furniture, clothing, food, toiletries, fashion accessories.
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Sombart’s analysis gives a global overlook of capitalism, and the fundamental
role of fashion is highlighted through the leading role of textile industry in the
European Industrial Revolution. Especially in Britain, the Industrial Revolution
necessarily depended on the supply of raw materials from Asia. Sombart writes:

It was toward the end of the Seventeenth and during the beginning of the Eighteenth
Century that Indian cottons became the fashion among the rich and threatened home
industries with serious competition (Sombart 1967: 123).

If it is historically true that the production of a system of social cohesion that we
call “fashion” is intimately linked to “modernity” as the primal characteristic of
European middle class societies (Paulicelli 2006), it is also true that this modernity,
the birth of European middle classes and the constitution of Western capitalistic
States and economies have fed themselves since their origins on raw materials,
human beings and goods that other areas of the world supplied to Europe. The
textile industry, for example—engine and basis for the very possibility to create a
fashion—was born and strongly developed in Eighteenth century England in close
relation with the rise of the British colonial empire. The “exotisms,” “chinoiseries”
and “japaniseries” have fed for centuries the refined tastes for clothes, porcelain,
furnishing and tapestry in Europe and later in North America. In the same way, the
slaves taken from Africa worked in American plantations to produce the cotton
destined for the clothing industry.

In his Theory of the Leisure Class Thorstein Veblen introduces the concept of
“conspicuous consumption”. The notion of “leisure class” refers mostly to the
upper middle class of his time, even if some characteristics, tastes and lifestyles
plunged their roots in the previous Centuries. According to Veblen, a certain kind
of consumption aimed to personal wellness gain a “honourable” function for those
in society who can afford and show the possibility of enjoying it. The dress is one of
the most prominent elements of this kind of consumption: “The need of dress is
eminently a ‘higher’ or spiritual need” (Veblen 2007: 104). The function of fashion
goes even further: the luxurious signs of clothing do not only show a conspicuous
consumption, but also a conspicuous waste:

The imperative requirement of dressing in the latest accredited manner, as well as the fact
that this accredited fashion constantly changes from season to season, is sufficiently familiar
to everyone, but the theory of this flux and change has not been worked out. We may of
course say, with perfect consistency and truthfulness, that this principle of novelty is
another corollary under the law of conspicuous waste (Veblen 2007: 106).

Also Veblen lingers on the relationship between fashion, luxury, and women,
explaining how the conspicuous waste of fashion by leisure class women marks
their social unproductiveness. The role of women as consumers, free from any kind
of work form, is perfectly symbolized by her bulky dresses and by constrictive
lingerie such as corsets:

The corset is, in economic theory, substantially a mutilation, undergone for the purpose of
lowering the subject’s vitality and rendering her permanently and obviously unfit for work
(Veblen 2007: 106).
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2 Imitation and Distinction

In his famous 1895 essay—Fashion—Georg Simmel writes that fashion represents
one of the best ways through which the fundamental tension fueling social life
shows itself. In his opinion, the motivation of fashion resides in two typical char-
acters of humanity: imitation and distinction. The former highlights the social
dimension of culture, the latter, on the contrary, underlines the separation of the
individual from the social group and remarks his/her individuality. According to
these two polarities Simmel conceives fashion as a system for social cohesion
which dialectically conciliates the individual’s participation to a group, on one side,
and his spiritual independence, on the other. Following fashion, substantially, does
not undermine, for example, religious, spiritual or ethical beliefs of the individual,
but controls and ratifies the bond between the individual and society through the
adherence to an aesthetic, a taste, a common sense. According to this classic theory
of fashion, which saw its accomplished manifestation during the first phase of mass
society, imitation and distinction govern a top-down motion in the social pyramid.
Distinction is a prerogative of upper classes, which are imitated by the masses in a
trickle-down effect.

In the genesis of this phenomenon Simmel singles out a peculiar mechanism that
regulates the relationship between his time’s western civilisation and non-western
ones. He writes that the more the origin of a fashion is exotic, the more the social
group which adopts it will be cohesive:

Because of their external origin, these imported fashions create a special and significant
form of socialization, which arises through mutual relation to a point without the circle. It
sometimes appears as though social elements, just like the axes of vision, converge best at a
point that is not too near (Simmel 1904: 136).

In this sense Simmel introduces a particular idea of social distinction—actually
related to fashion—as something around which the social cohesion of a group
develops, but which cannot be received by the group itself. A fashion, writes
Simmel, belongs only to a part of the group, while all the rest goes towards it; as
soon as everybody does what was done by few at the beginning, the fashion stops
being a fashion. Every increase drives the fashion to its death because it obliterates
diversity; the charm for novelty is therefore also a charm for transitoriness (Simmel
1904: 139).

Simmel writes that fashion has a peculiar relationship with time: a relationship
which has “the attraction of a simultaneous beginning and end, the charm of novelty
coupled to that of transitoriness” (Simmel 1904: 139). According to Simmel,
women find in fashion the possibility of combining imitation and distinction and
personal significance, features that were denied to them in other matters:
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In a certain sense fashion gives woman a compensation for her lack of position in a class
based on a calling or profession (Simmel 1904: 145).

In the end, according to Simmel:

the peculiarly piquant and suggestive attraction of fashion lies in the contrast between its
extensive, all-embracing distribution and its rapid and complete disintegration (Simmel
1904: 155).

This definition approaches two concepts that bind fashion and luxury, even
contradictorily: “all-embracing distribution” and “disintegration”. Luxury, as
fashion, tends to being limitless trough time in its forms and symbols, but it is also
built on the ideas of waste, squander, disintegration. Fashion and luxury are
therefore akin and, at the same time, opposed. Akin because the laws of fashion are
founded on the paradox of making mandatory the unnecessary, the groundless, that
which appears as waste and unreasonable consumption. Opposed because fashion is
constantly changing, while luxury is basically eternal.

The notion of luxury is much older than the one of fashion (Calefato 2003). The
former travels through the history of diverse ages and social formations, while the
latter reaches its full appearance only in middle class society. In fact, only after the
French Revolution the “citizen” could use fashion as a symbolic device to partic-
ipate both to the rights of equality and the prerogatives of distinction. As an
example, the middle class male dress, as Barthes (2006) observes, has fundamen-
tally democratic origins. After the French Revolution, the idea of democracy gave
birth to an idea of male dress—which lasted substantially unchanged until the
Twentieth Century—originated from military uniforms and from the values of
equality which mirrored the fracture with the ancient régime, even aesthetically.
Barthes writes:

the great movement within masculine dress towards standardization and democratization
launched by the Revolution and inspired in form by reference to the austerity of Quaker
dress, was bringing about a whole revision of vestimentary values; seemingly déclassé,
clothing could signal social distinctions only via a new value, namely that of distinction
(Barthes 2006: 23).

Distinction as a social phenomenon characterises the birth of fashion in
modernity. It is indeed difficult to obtain into the communal and democratic
dimension of the idea of taste on which the inner workings of fashion are founded.
In the tension between distinction and taste as common sense, Barthes singles out
the birth of the aesthetics of the detail:

the knot on a cravat, the material of a shirt, the buttons on a waistcoat, the buckle on a shoe,
were from then on enough to highlight the narrowest of social differences (Barthes 2006: 66).

The detail is a pivotal element of one of its most peculiar expressive forms:
dandyism. Fashion, in its accomplished social meaning in mass society, stands
opposite the dandy, because the distinction of the dandy is elitist, while in fashion
distinction is in a dialectic tension with imitation. As Barthes writes:
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Fashion is the collective imitation of regular novelty; even when it has the alibi of indi-
vidual expression, or, as we say today, of a ‘personality’, it is essentially a mass phe-
nomenon in which sociologists are happy to be interested so long as they find in it the
privileged example of a completely pure dialectic between the individual and society
(Barthes 2006: 68).

3 Luxury According to Fashion Theory

Fashion Theory arises as an independent branch of research of social sciences and
humanities in the last decades of the Twentieth Century. It conceives fashion as a
cultural form, therefore—from the academic point of view—it is part of the diverse
constellation of Cultural Studies. Fashion Theory analyses the characteristics of
fashion in relation to aesthetics, semiotics and critical discourse, as tightly bound to
everyday life and body representations. Luxury is also analysed through this cul-
tural perspective, both by referring to the classic sociological theory as previously
outlined, and to the analysis of the typical symbolical forms of luxury nowadays.

According to Fashion Theory luxury does not only concern wealth but the actual
embedding of values such as quality, rarity, lasting strength, craftsmanship and
customisation in the objects, especially nowadays. In order to better explain this
concept we can refer both to the etymology and to the semiotic quality of the word
“luxury”. The words which are used in the most common Western European lan-
guages—luxury, luxe, Luxus, lujo, lusso—derive from the Latin word luxuria, -ae,
which referred to exuberance, even in the field of lasciviousness, and excess
(Bataille 1967): traces of this meaning can be found in the use of the adjective
“luxuriant” (in reference to a garden). Tacitus uses the expression eruditus luxus
meaning “fine taste in the expenses”: the squandering of monetary wealth relates to
the cultural quality of the expenses themselves. Another Latin word with the same
spelling, luxus, is used as an adjective, which derives from the past participle of the
verb luxare and shares its Indoeuropean root with the ancient Greek verb kύx,
meaning “to melt”. From the same root derives the Italian word lussazione (dis-
location), an interruption, an interjection of something through something else, that
sometimes occurs to articulations. Words acquire their meaning from their usage
through time and memory: so, even if these concepts refer to two different semantic
fields, luxury and lussazione seem much more related than ever nowadays. Luxury
is indeed represented by objects, attitudes, images, styles that—sometimes sym-
bolically—interrupt the serial progress of life and lussano (dislocate) the habits.

Contemporary luxury, bearing this cultural and qualitative dimension, differs
from the traditional concept of opulence, conspicuous consumption, ostentation of
wealth. Luxury still represents excess, overabundance, unrestrained flux, but the
key concepts that best define and circumscribe it are: uniqueness, rarity, distinction,
eternity, time, space, worth, wellness. These concepts establish the qualitative
dimension of luxury, understating the ostentation, which gradually disappears
through the subtraction of signs that can relate to the idea of sprezzatura so
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perfectly described in Castiglione’s Book of the Courtier (1528). Contemporary
luxury contains the motives which Georg Simmel related to distinction more than a
Century ago: something appealing to the relationship between the individual and
the hazard of exception, the challenge of waste and of everything that disregards the
law of usefulness and functionality. On the one hand, luxury evokes the idea of
eternity (Lipovetsky 2003), meaning defying the concept of death itself, because it
remains and survives through time. On the other hand, luxury shows itself through
images of foolish waste, of desire exceeding the needs, of “priceless” worth.

“Price” is based, indeed, on a common agreement, on a negotiation, on an “average”
value of an object, set by a community (Benveniste 1969). “Worth”, on the contrary,
deals with an intimate dimension, referring to the qualitative aspect of an object or a
good, far—asmuch as possible—from its own “consumer’s goods” nature. This is why
this word is often used also referring to people. Worth is not bound to practical use or
functionality, tomerewealth andmarket value, but to charm, tomyth (Barthes 1957), to
the even fetishistic value of an object, to its “appreciation” in terms of additional values.
Valuable goods are often appreciated because of their uselessness. They are cherished
because of their incredibly high price—symbolically, not necessarily economically.

Space is a further key word in the mythologies of contemporary luxury that
narrate just how little space there is in the world today. The space you can see from
the top of a tower in the middle of an overcrowded city is equal to dominion over
that world, in the happy individualism conjured up by the image of home, albeit a
temporary one, as ephemeral as stocks and bonds for a junior broker. The typical
medley of streets and houses in the Nineteenth century Paris inspired Benjamin’s
reflections on the collective dimension which the dialectic between street and home
represented for mass society:

Streets are the dwellings place of the collective. The collective is an eternally unquiet,
eternally agitated being that - in the space between the building fronts -, experiences, learns,
understands, and invents as much as individuals do within the privacy of their own four
walls (Benjamin 1982: 423).

The opposite of this collective dimension, the value of space in exclusive luxury
homes in the contemporary metropolis, is based instead on the happy isolation of
the new elites (Frank 1999). In this sense luxury is indeed space, though it is not a
deserted space, as we can see from the image of the apartment (with five bathrooms)
on the 54th floor of the Trump Tower, from whose windows you can look far down
on the bright lights and bustle of the world below. An ease that takes shape in the
enormous interval luxury places between world and home.

In The Philosophy of Money (1900) Simmel notes how money allows men to
create the distances, boundaries and privacy that allow them to survive in the traffic
and reciprocal pressures of modernity. For Simmel this distance is enhanced by the
fact that personal wealth consists of means of production and not consumer objects,
as in primitive cultures, and so various intermediate stages separate the proprietor
from the ultimate goal of possession (Simmel 1978: 76). Today personal wealth and
life style are based entirely on these intermediate stages, which are of the nature of
signs, and of which luxury represents the quintessence.
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Contemporary luxury activates the awakening of the senses and of intellect, of
pleasure and reason. This kind of luxury features two apparently synonymous
concepts, which actually differ from each other: uniqueness and rarity. What is
“unique”? Not even a product of art, nowadays, for ours is the age of mass pro-
duction and reproduction of art, where even its “aura” is reproduced and sold. Nor a
designer dress or accessory is “unique”, since the designer label itself is a serially
reproducible sign, globally recognised. Therefore the uniqueness of luxury cannot
be separated from the idea of “rarity”, a concept—in opposition to “unique”, which
always refers to artefacts—related to natural goods or an object created or modified
by natural or temporal elements.

4 A New Idea of Distinction

During the Twentieth Century, fashion favoured the element of imitation, through
which the image of the clothed body serialised, until it became standardised. At the
same time, fashion changed the way with which it spread through social classes,
overturning the trickle-down movement to its opposite—bubble-up movement—,
from the bottom to the top of the social pyramid. This movement characterised the
influence of different “styles” and “subcultures” on many fashions, starting from the
Sixties. “Style” emerges as an element of rupture of Simmel’s principle about
mutual independence of fashion and “individual spirit”. According to Dick
Hebdige’s essay Subculture: The Meaning of Style (1979)—on British subcultures,
especially punk—style embodies the strongest form of aesthetic and ethic sub-
mission to a way of life, not only to a fashion. Since the end of the Seventies styles
have influenced fashions; even those which Hebdige presents as independent
subcultures—contrasting the “institutional” culture and fashion—have been
incorporated. Prêt-á-porter, casual, “young” fashion, punk-inspired couture of the
Eighties and Nineties (Gianni Versace above all, Versace and Calabrese 1993) are
the aesthetic and industrial results of this influence.

At the turn of the millennium, distinction arouse again in fashion as a sort of
reaction to standardisation (Bourdieu 1979). One of the first answers of the fashion
industry to this demand of distinction was “fast-fashion”, according to which its
production does not follow the traditional, slow, seasonal rhythm of prêt-á-porter,
but it is based on fast consumption needs, low-cost. The stores upgrade their stocks
every ten days or every two weeks, choosing their new items according to the
preferences of their buyers. This fast-fashion system, typical of the biggest retail
multinational corporations, is nowadays the standard for the textile-clothing mode
of production.

In order to keep a fast pace of production, low-cost brands (as most of the
biggest fashion brands, anyway) exploit sweatshop labour from underdeveloped
countries and areas in Europe, Asia and Africa. The 2013 tragedy at the Rana Plaza
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in Bangladesh—the collapse of a building harbouring many illegal textile plants—
saw the death of more than one thousand workers, or the same year fire in a
warehouse near Prato, Italy, where seven Chinese immigrant workers died, are
gruesome examples of the unspoken true cost of fashion.

Many millions of people all over the world work in this branch, enduring terrible
working conditions—very low income, non-existent security, incredibly long
working days. The True Cost, a 2015 documentary by American director Andrew
Morgan, explains who actually is paying for the low-cost of globalised fashion, and
how this kind of production on these condition is already unsustainable.

The fast-fashion standard, ideally and culturally, does not represent at all the
ethical dimension of fashion which the consumers are demanding. Furthermore, it is
nowadays incorrect speaking of “consumers”, especially in fashion: it should be
better keeping in mind that, as time goes by, individuals emerge as crafters of their
own fashion and taste, disregarding common sense, through a daily DIY routine
where everyone defines and adapts his/her own style. Therefore, the need for a
fashion which respects other values—such as politics, culture, environmental
awareness—grows stronger and bigger. With these concepts as staples, a different
quality of the concept of “distinction” is arising in the last few years: the search for
adjusting clothes and objects to the personal and intimate idea of body and indi-
vidual wellness, for a profound and synergetic relationship between the clothing,
the senses and a “slow” time.

Fashion has always been related to time, it is time per se, indeed. The Italian
word for fashion, moda, evokes in its own etymology the idea of “modernity”;
fashion lives in an eternal present, foreshadowing an eternal future, always facing
towards the newest change. However, Walter Benjamin writes that fashion is also
the form through which the present manages to do a “tiger’s leap” into the past
(Benjamin 1968: 261). Contemporary forms of reproductions of fashion signs seem
to confirm and reinforce this image: fashion nowadays uses the past as a huge
supply of images and quotes which come back to the present with new meanings.
The forms of this throwback are vintage, revival and reuse: through these, the
system of fashion allows us to recover and rework the objects and the signs left
behind. This is particularly relevant especially for the current age, in which the
fragmentation of life seems to have erased the past as memory. Rearrangements,
contaminations between past and present incorporated by fashion fill the emptiness
of this fragmentation, and give opportunities to memory once more, under the form
of an individual and unique style. The demand for an “interior” dimension of
fashion grows increasingly, in order to regain an emotional and ethical value as
opposed to one representing an economic or social status.

In this sense, fashion goes beyond itself, and luxury does the same. Luxury is
based nowadays on wellness as “well-being”, as opposed to “being wealthy”. As
Mathieu and Monneyron write:

We should also add the environmental concerns which, due to their interest on sustain-
ability, strongly pose to the living the existential questions proper to luxury. (Mathieu and
Monneyron 2015: 68).
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The relationship of luxury with time, the idea of eternity and lasting quality that
characterise it, recall immediately the issue of cultural and actual sustainability of
global social reproduction. There cannot be luxury without sustainability. There
cannot be fashion outside its ethical dimension. Luxury and fashion will survive
only if they will make critique and awareness their founding grounds. The word
“critique” means “choice”: the one embodying the production, exchange and
consumption of “well-made” goods. Awareness means knowing the raw materials,
knowing the people that worked in the production, knowing how much the envi-
ronment and the workers have been respected in order to create that piece which is
bought or admired in a beautiful shop window. Actually, it is life itself at stake.

5 Ethics, Critique, Sustainability

“Life” is one of those words which are imbued with positive shared values, not
needing any explanation for that: its mere pronunciation discloses merry images in
our minds, not always as authentic as we would like, such as ones of a healthy
planet, a happy baby, an always shining hope. The Italian translation of this word—
vita—inspired the Los Angeles based fashion designer Amanda Shi in the naming
of her eco-friendly fashion brand—Avita—by juxtaposing an “a” to it. The brand is
eco-friendly because it incorporates the philosophy of ethical and sustainable
clothing: its core idea is producing nice pieces of clothing using only natural raw
materials, in order to contribute to a long and happy life for the planet. Bamboo,
recycled cashmere, organic cotton and soy are the main raw materials for Avita’s
collections, in order to produce “clean” textiles and pieces of clothing which are
able to rouse, in fashion and luxury industry, the knowledge of “life” meaning
making a better world.

Can a dress give happiness and favour life? An affirmative answer is difficult, if
fashion is a synonym of ephemeral values—the fashion of the moment, the aim for
seduction of the one for taking part to a social clique because of a particularly
exclusive brand. No effort at all, the opposite of it, indeed: this connotation of
fashion lets us drift in the flow of common sense, of imitation, it stimulates at most
ostentatious competition. The target of sustainable fashion and luxury are, on the
contrary, making taste, desire for ostentation and even narcissism ends in them-
selves, but elements of the ideal effort for a better world, from a militant point of
view. Being aware of what we use as clothing, we could feel involved in the
essential quest on how to preserve the environment and protect human rights.

A very large number of clothing brands take part to this ideal current, nowadays.
In the branch of sport shoes, for example, the French brand Veja’s products are
made with organic cotton from Tauà—a small Brazilian village where eighty-nine
families live with their organic agriculture. WornAgain, of the Terra Plana group, is
inspired by recycle, in fact it recycles many raw materials for their shoes, never
adding chemicals or GMOs. Or the old German brand Zeha—which made the shoes
for East-Germany athletes before the fall of the Berlin Wall—relaunched its
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production in 2003, exploiting the vintage cult of Ostalgie for objects and symbols
of the old DDR, paying attention to a sustainable production in its plants in
Slovakia.

There is a search for luxury in terms of quality, as opposed to appearance.
A further example fort this is the Italian brand Relight-up, founded in 2008 through
a relighting project—as in its name—on power sources, materials and lifestyles of
our world: an idea perfectly symbolised by the windmill blades of its logo. Organic
cotton, seaweed, corn and soy are the raw materials of its eco-friendly and (by now)
limited edition T-shirts and sweaters. The motif of limited edition comes from the
philosophy of luxury, in casual fashion which does not allow a casual choice on
clothing, but demands awareness.

The designer-artist Patrick Lafrontière is also part of this ethical fashion branch,
trying to introduce new concepts and ideas in a world for too long ruled by the
ephemeral. Born in French Guiana, Lafrontière’s raw material is the bark of palm
trees, inspired by the modalities of invention of the objects of his country’s
everyday life. His works are unique pieces that resemble sculptures, and his run-
ways look like a gallery or a museum.

The quicker and more hectic the pace of fast-fashion, the more relaxed and
responsible is the time of slow-fashion, as it is perfectly highlighted by the artisanal
branches of luxury. One of the most important brands of Italian knitwear, Loro
Piana—acquired in 2013 by LVMH—expresses its company philosophy by telling
how its products are made and for what they are made. The manufacturing is
artisanal, the raw materials are collected respecting populations and animals, the
quality of their products is perfect, their lasting power is almost eternal, they are
simple and understating, and this is the reason of their luxury value. Luxury and
moderation, almost frugality, seem to touch each other in this philosophy involving
fashion, consumption cultures and lifestyles.

The ethical, environmental and fair values are the core of the notion of luxury
nowadays. The “humanistic entrepreneurships” are the leaders of this new idea,
joining sustainability, knowledge of the materials and respect for the workers.
Another famous Italian cashmere brand—Brunello Cucinelli—considers its work-
ers, its locations and its quality the core of the company, giving one third of its
profits to the workers—who already earn a higher salary than the average of the
branch—, one third to the territory and one third to the entrepreneur.

The capital cities of world fashion have also been recycled towards sustain-
ability, and they host events supporting ethical fashion, aside the official ones, such
as the Milan based So critical so fashion, taking place since 2013 during the Milan
Fashion Week. Eco-friendly and quality targeted independent brands, fashion
designers, artisans, industrial designers, creative and valued tailoring studios can
show their products in this event. And all over the world many cities become capital
cities of fashion because they are the centre of this productive movement: Sao Paulo
in Brazil and Dakar in Senegal are the meeting points where huge social and
cultural energies headed towards sustainability grew, in two continents which have
been exploited for a long time and widely, such as South America and Africa.
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6 Sustainability as Culture

In 2012 the Italian Class magazine and its publisher Class Editori, in occasion of
their 25th anniversary, organised an international exhibition at the Triennale of
Milan, whose title was C25 Options of Luxury. The exhibition showed 250 select
objects, signs and concepts which expressed the qualities and the complex features
of contemporary luxury. Next to high-end jewellery and five stars hotel and resort
franchises, the exhibition chose as symbols of luxury some natural goods, such as
the Sicilian Bronte pistachio and Trapani sea salt. This example shows how the idea
of luxury is nowadays a necessity, whose founding base is completely different
from the past. If luxury is bound to the ideas of uniqueness, rarity, eternity, it has
the duty of protecting unique, rare or endangered goods. Rarity, and therefore
luxury, deals with life and death because often it is caused by depletion and the
wearing effect of time. Therefore rarity is a challenge to nature and life itself and
requires a consideration on time, which also becomes a supporting value of luxury.
Luxury must have an allure of eternity and endless lasting of the objects and even of
the people who embody it. And yet, right here its contradiction is unveiled through
waste and excess, which also define luxury and corrode the signs in a moment or in
a season (Curcio 2005).

In this sense, we are living nowadays neither the age of “the end of luxury” nor
what trend forecaster Li Edelkoort calls “the end of fashion” (Edelkoort 2015).
Fashion and luxury in the classical sense of the Twentieth Century have certainly
come to an end, but both are enduring a rebirth in the terms of sustainability,
customisation, distinction, culture. As Gardetti and Muthu write:

Sustainable luxury is the return to the ancestral essence of luxury, to the
thoughtful purchase, to the artisan manufacture, to the beauty of materials in its
broadest sense, and to the respect for social and environmental issues (Gardetti and
Muthu 2015: IX).

Dana Thomas highlighted in her 2007 book how the most important brands
“switched off the luster of luxury” in the last years of the Twentieth Century, on the
contrary we can maintain that nowadays fashion is reevaluating luxury as a cultural
value. As British journalist Lucy Siegle writes, the fashion brands have started the
“second act of luxury”, and they did it exactly in the name of sustainability. Siegle
cites many cases: Tiffany and Co., for example, one of the founding members of I.
R.M.A. (Initiative for Responsible Mining Assurance), takes its raw materials only
from mines whose supply chains are traceable. Kering, François-Henri Pinault’s
luxury holding, imposed many sustainability targets to its brands, among them: the
attention to the locating of raw materials, paper and packaging; the decrease of
water and waste consumption; the decrease of the emissions of carbon monoxide,
dangerous chemicals and other materials; control on suppliers; an aware develop-
ment for new professionalisms. Siege cites also Livia Firth, creative director of
London-based agency for environmental consulting Eco-Age, who works with
some of the most renowned fashion brands and who founded in 2012—along with
Siegle herself—the Green Carpet Challenge project, using her film industry
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connections to persuade Hollywood celebrities to use eco-friendly fashion. Firth
worked also with Lanvin and Stella McCartney, the most prominent brands of the
Kering group, in order to restructure the supply chains, from silk to leather.

Siegle writes:

Sometimes it is worth convincing an entire generation of producers of the worth of joining
sustainability, in order to access a profitable and growing market, as happened for Gucci
zero-deforestation handbags. It is a matter of reconsidering the artisanal tradition, and
leading it into the present. The attention is all on those luxury brands which are composing
this scenario. Those are the forerunners of the famous “turning point” that we are impa-
tiently waiting (Siegle 2015).

Certainly, Siegle—one of the executive producers of The True Cost documen-
tary—emphasises the positive value of the prominent brands of sustainability in the
luxury industry, while stigmatising low-cost fashion as founding on complete
negligence, or better on the extreme exploit of raw materials and workers, in order
to obtain a low-cost final product and fast production. It is also true that, after all
those criticisms towards them, even some low-cost brands are now promoting the
awareness for materials and production conditions in their systems. Among these
brands, Swedish brand H&M has been promoting since 2011 the H&M Conscious
project, based on values such as recycling, ethics, awareness the responsible exploit
of natural resources. On these values H&M founds its production policy and its
marketing, aiming to making even the customers more responsible.

Although their ethical and critical engagement, luxury goods are still exclusive.
On the contrary, low-cost fashion increased enormously the number of fashion
consumers: actually everybody can afford clothing, now (Giannone and Calefato
2007). Low-cost is therefore a form of sustainability of fashion, as it is for tourism,
furnishing and healthcare. One exemplar case of low-cost in the sense of social
sustainability is the 2013 declaration of Indian Supreme Court on the right of the
local industry of producing generic drugs against cancer. These drugs cost one tenth
of the “branded” one, produced by the pharmaceutical corporation who held the
exclusive until then, and who wanted to keep it. Therefore an ethical revolution—
necessarily producing added value—even in low-cost production is welcome, in
order to create a sort of “cultural luxury”, accessible only to aware customers and
producers. Luxury can become “democratic” only as culture.

The resources whose endangerment is constantly increasing are not only natural
resources: culture can be one of the most neglected branches of economy; often,
when governments have to cut down public expenses, the first ones suffering these
cuts are those destined to museums, libraries, monuments archaeological sites and
cultural heritage in general. In the last years some fashion brands invested in culture
differently than the traditional sponsorship of cultural enterprises. Luxury brands
actually built up cultural enterprises: Foundations. Cartier was the forerunner of this
trend, and its 1984 established Foundation, in Paris, supports art through acquisi-
tions, exhibitions, publishing, sponsorship to young artists. After it Benetton in
Treviso, Montblanc in Hamburg, Trussardi in Milan, Pinault in Venice are just
some of the many examples. Famous for their bond with architecture are Louis
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Vuitton—its Paris headquarters are designed by Frank Gehry—and Prada—whose
foundation was established in 1993 and it actually built a cultural pole in Milan in
2015 by reconverting an old distillery. The Prada Foundation project is by Rem
Koolhaas, an architect whose long term collaboration with Miuccia Prada is well
known (Koolhaas 2001), and it represents one of the most interesting examples of
luxury in the meanings of culture, spaces, and redevelopment of peripheral
neighbourhoods. It is also very interesting to note how the café—a place usually
considered as “trivial” as opposed to the “sacredness” of a museum—gained in this
case a peculiar dignity: The Bar Luce of Prada Foundation was indeed designed by
director Wes Anderson, who recreated there the atmosphere of a typical bar of
Milan in the Sixties. In the case of Foundations luxury rediscovers its primordial
elements of gift and culture—art, architecture, design, cinema, photography—as a
social value. As journalist Renata Molho writes: “the new frontier of luxury cannot
ignore responsibility, gratitude, and giving back” (Molho 2016: 52).

7 Cangiari

At the 2013 Paris Fashion Week a new Italian Calabria based brand, whose pro-
duction is entirely based on social enterprises—Cangiari—debuted in the interna-
tional fashion scene. It is a symbolic and particular example of sustainable luxury:
in fact Cangiari is by now the first eco-ethical high-end fashion brand in Italy. It
produces handcrafted textiles, most of them weaved on a manual loom, a technique
increasingly exploited by the brand. The aim of the brand is creating high-qality
clothing on the one hand, while re-updating the ancient tradition of Calabrian
weaving, which roots into Grecanic and Byzantine cultures. Combining this tra-
ditional weaving with research and innovation, the brand creates unique products
with a tailored finish.

Cangiari belongs to the 2003 founded GOEL Cooperative Group, which com-
prehends many social enterprises of the Locride and the Gioia Tauro Plain, in the
Reggio Calabria province. Its base in Southern Italy is extremely relevant, even if
Cangiari has a promotional branch in Milan and its supply network is expanding
especially in Northern Europe. The mission of GOEL Group is in fact changing
Calabria and give value to local communities. The actual name GOEL has a biblical
etymology and its meaning in ancient Hebrew is “the liberator”, “the redeemer”.
The ethical engagement for redemption and change are represented also by the
name Cangiari itself—meaning “to change” in Calabrian dialect. Calabria is one of
the many Southern Italy regions which endure a structural disparity in comparison
to the Northern ones: this is due to the centuries-old Questione Meridionale
(southern issue), which was deeply analysed by Gramsci (1975), among many
others, during the years of his imprisonment as an antifascist. After the Second
World War, the economic policy of the Italian institutions and, later, the precisely
focused interventions of the European Union tried to solve this issue, but they
never accomplished the task completely. Especially Calabria is still nowadays a
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land of poverty and emigration. Furthermore the activities of the local racquet,
‘ndrangheta, deeply control territory, economics and politics.

Cangiari supply chain and production, therefore, has a highly valued cultural,
political and social meaning, because the enterprises of its network rebel to the
criminal control of territory and economics. GOEL Group actively opposes to
‘ndrangheta by reporting to the authorities its activities and actually showing that
the best answer to criminality is social engagement and work quality. The network
of local artisans which are involved in the Group is also committed to the inclusion
of impoverished people and lower social classes.

The GOEL network of enterprises safeguards its environmental sustainability by
overseeing all its production chain, from hand-weaving to communication. The
textiles and the organic dyes are accurately certified and controlled in order to
ensure the best environmental care and the well-being of the customers. Thanks to
the direct control of the production chain, its clothes can be highly customised, too.

Together with Cangiari, GOEL Cooperative Group oversees many other activ-
ities in the fields of responsible tourism, organic farming, local development,
marketing and communication, social and healthcare services. The Group also
founded a farming cooperative, GOEL Bio, which reunites many businesses who
experienced attacks by ‘ndrangheta.

The GOEL strategy for change is based on a twofold action: giving actual and
emancipating answers to the needs of people and offering cultural offers for change
to the territory through its entrepreneurship. The Group’s philosophy is founded on
the idea that ethics cannot be only just anymore, but it has to be also effective.

In December 2015, the brand presented in Rome a runway show in collaboration
with Action Aid: in this occasion the principles of sustainable fashion were
exhibited to the public, supported by the participation of The True Cost director
Andrew Morgan. This initiative represented an example for how fashion nowadays
goes beyond fashion itself, since the exhibition of the dresses on the runway was
only a part of a bigger cultural enterprise. In the same month Cangiari released also
a bridal dresses collection named “The Ethical Bride”, dedicated to those women
who want to live their wedding day coherently with their aesthetical and civil
convictions.

Vincenzo Linarello, president of the GOEL group, declared:

You cannot ignore what is behind some glittering fashion products, you cannot, no more. It
is unacceptable to consider “beautiful” a garment which enslaves workers, devastates the
environment and damages the health of the wearer. If fashion is not ethical, it is horrible,
monstrous, and who signs the garments coming from these circuits underwrites the shame
behind them.

Nothing more conclusive could be said on the sustainable present and future of
luxury and fashion.
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Identifying the Luxury Sustainability
Paradox: Three Steps Toward a Solution

Oliver P. Heil and Daniel André Langer

Abstract In this chapter, we argue about a paradox of sustainability in the context
of luxury goods and brands: Intuitively, luxury brands should be more sustainable
versus normal brands, since consumer’s willingness to pay is high which should
allow for highest standards in quality, including sustainability. However, many of
the most expensive luxury products appear to exhibit limited sustainability.
Examples include sports cars that typically are gas guzzlers, yachts that often carry
only a few people but require a high amount of resources to be operated, or fur
products that require animals to give their lives for. For example, the Hermes Birkin
bag recently received a lot of negative media due to the alleged (mis-)treatment of
crocodiles. Hence, albeit a bit counterintuitive, many luxurious products seem less
sustainable than they could and probably should these days causing what we call the
“Luxury Sustainability Paradox” to surface. In essence, luxury products’ superiority
appears to not span across all attributes and, paradoxically, to do so may be very
challenging if not impossible. In short: being at the absolute top along certain luxury
or performance attributes may, paradoxically, preclude top scores on sustainability.

Keywords Luxury � Sustainability paradox � Managerial implications � Luxury
marketing � Luxury management � Luxurystrategy

In the chapter we aim to significantly broaden the scope of luxury research aspects
by dissecting the following:

• Ambiguous Meaning of Luxury—Blurred Aspects of the “Luxury Sustainability
Paradox”.

• Behavioral aspects from a luxury consumer perspective.
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• Is there a consumer paradigm shift and how can it be leveraged?
• How to create Added Luxury Value with Sustainable Luxury?
• Description of durability, ownership vs consumption effects.
• Competitive Advantage Through Sustainability.

Luxury goods are distinctive from “normal” goods. Through our findings we
provide managers with comprehensive toolsets and strategies to manage luxury in a
more competitive, profitable and sustainable way.

1 The Paradox Between Luxury and Sustainability

Luxury is an elusive concept that relatively few seem to truly grasp and understand.
Why is this the case?

Unfortunately, the term “luxury” is typically used with a lack of precision and
clear definition. After all, it seems clear to everybody what luxury really means. But
is that really the case? We suggest just to do a Google search on keywords and
images and you will find a whopping variety of things under the label “luxury”: From
very cheap to very expensive items across a variety of topics and categories. Equally,
if you look up luxury brands you will find an astounding range of brands, some
surprisingly positioned at entry price level just using the term “luxury” to signal
something somewhat aspirational. In most newspaper and press articles about lux-
ury, you will find no clear use of the term which blurs the line even further. Looking
up the portfolio of most brands that position themselves within the luxury space and
you will find a lack of coherence in terms of pricing. Many “luxury” brands offer a
surprising range of products and price points, which are not always coherent.

In short, the first challenge is to be precise about what luxury really is. We will
address this in the next chapter and provide sharp operational definitions that help to
set a common base to discuss the implications for sustainability and managing
luxury in a more precise and more successful way.

At this point we state that luxury goods (brands and services) are distinctive
from “normal” goods (brands and services) in a significant way, which makes
distinct managing tools and strategies not only optional but a necessity. Luxuries
are the (few) top end items along price ranges within categories and offer
specific properties that make them unique. As a result, consumers who buy
luxuries opt to buy products that are disproportionately expensive, typically in a
non-linear fashion within their categories. If this happens, those products must offer
a significant perceived consumer value that entices the purchase.

With this in mind, let’s dig a bit deeper into the topic of sustainability. There are
many definitions of sustainability but operationally we define sustainability as a
significantly reduced negative consumption effect at a given value a product
creates.

Let’s look at the implications. If two products create the same perceived
value, the more sustainable product will have less negative consumption
effects, such as resource utilization at production, better production conditions,
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reduced carbon footprint along its lifecycle, higher longevity and durability, etc.
Switching perspective, this also means that if all negative effects between prod-
ucts are the same, the one that creates higher perceived consumer value is the
more sustainable.

As a result, it should be fairly easy to distinguish among products and create more
sustainable luxuries. This causes the emergence of some kind of dilemma: Since
luxuries create a “non-linear” value within a given category, the measurement of
relative sustainability between luxury brands is challenging. Figure 1 illustrates this.

Most products in a given category have comparable price points closely corre-
lated with the features (e.g. size, other functional and brand-related values).
Luxuries behave non-linear, hence although features do not increase in a non-linear
way, their value does: it “jumps”. Those value jumps or steps can be extreme, and
as categories evolve, the jumps tend to increase and get more extreme. Now, if the
value jumps, the relative footprint in relation to the value decreases significantly,
which make the measure difficult (both for consumers who want to do a purchase
decision based on sustainable aspects as well as for companies who want to create
more sustainable products).

This is the first signal of a Luxury Sustainability Paradox. Luxuries should be
more sustainable, but how to measure this in relation to the value they create?
Notably, this conceptual starting point seems to be confirmed by direct observa-
tions: Many of the most expensive products are not very sustainable if the external
effects are not taken in relation to the value they create for individual consumers but
if compared on an absolute level to “normal” products. To illustrate, let’s have a
look at some examples: practically all high end sports cars are gas guzzlers. The
Bugatti Veyron, one of the world’s most expensive production cars to date
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Fig. 1 Luxury value jumps or steps
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consumes around 100 L per 100 km driven at top speed–even for standards of
supercars an exceptional number as high gasoline consumption seems to amount to
some kind of rule for high end sports cars.

Super yachts typically carry few people but require a high amount of resources
to be operated. Starting from fuel to cleaning and maintenance requirements, energy
and resources consumed for producing the boats, rare (and often hard-to-harvest)
materials used, such as very robust woods, etc. Similar is the effect of using a
private plane. The carbon footprint of flying 2–5 people in a small aircraft is similar
to the one flying hundreds of people in a commercial airliner.

In Haute Couture and Luxury handbags it’s not atypical that animals give their
lives for the leather or fur. Since luxury brands will try to only use “highest quality”
skins, those with even smallest defects will not be used. Negative production (=
consumption) effects can be assumed (much) higher versus normal products.
A point in case is the famous Hermès Birkin bag that received a lot of negative
media coverage recently due to the alleged (mis)-treatment of crocodiles to a point
that Mrs. Birkin was threatening not to be the “spokeswomen” for her iconic bag
anymore. Those are only few examples, but they showcase that luxury brands and
products are not necessarily as sustainable that one would expect at first glance
from products that create the highest consumer value within their categories. As a
result, we distill what we call a luxury sustainability paradox.

More precisely, the “Luxury Sustainability Paradox” appears to include the
following aspects:

• Compared to non-luxuries, the negative consumption effect of luxuries seems to
be higher.

• It is difficult to compare luxury offers on relative sustainability, since luxuries
provide a “Value Jump” and make relative comparisons challenging.

• Taken the “Value Jump” into consideration, luxury brands can be perceived as
(relatively) more sustainable in relation to the perceived value than the more
linear “non-luxuries” (Fig. 2).

The Luxury Sustainability Paradox reiterates once more the elusive nature of
luxury, which is not limited to its definition but impacts consumptions strategies by
consumers and marketing strategies by brands in a significant way. Intuitively
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luxury brands should be more sustainable versus normal brands, since consumer’s
willingness to pay is high which should allow for highest standards in sustain-
ability. While certain absolute sustainability aspects (MPG/fuel consumptions for
cars, absolute carbon footprint, etc.) can be compared in relative easy terms, the
relative comparison can become very tricky, if not impossible due to the value part
of the sustainability equation. Products that absolutely seem less “sustainable” if
just the negative consumption effects are measures, may be perceived as more
sustainable taking created value into consideration.

In the subsequent sections of this chapter we will elaborate implications and
solutions to the paradox.

2 What Is Luxury and What Does It Imply?

In an early paper on luxury, Dubois and Duquesne (1993, p. 43) describe that “…
many people buy such goods for what they symbolize. This is consistent with
hedonic consumption and extended self-personality models, according to which
purchasing luxury goods represents an extreme form of expressing one’s values.”

Their description includes important aspects of what luxuries are: Luxuries are
(also) symbols that help people to express their personalities and their values. They
are “extreme” in nature, which allows people to use them to clearly shape, define,
enhance or underline certain aspects they want to be associated with. Langer and
Heil (2013) showed that the effects of luxuries are as pronounced on the “self”
(hence, the person that consumes a luxury) as on others (the observers), while the
effects seem to a certain extent indifferent to beliefs. In other words, it does not
matter if someone likes luxury goods or not and if he or she has a high or low
perceived affinity towards luxury for a luxury item to have a perceptual effect on the
self and on others.

This important finding explains why luxury brands and products are so impor-
tant to people that they pay non-linear prices, far beyond “feature” value of items.
This is also a very important aspect because it somewhat shows the danger for
brands to offer “affordable luxury” or poorly defined luxury propositions. If luxury
brands have too many affordable “entry products”, get too “visible” by selling too
many items, or get incongruent in their portfolios, the perception of “luxury”
suffers, and with it its aspiration and willingness-to-pay.

Langer and Heil (2013, p. 90) define: “Luxury is something rare and hedonic,
difficult to acquire or use, that provides a perceived unique experience in
combination with a perceived enhancement or reinforcement of the social
position. It is an emotional social marker and differentiator”. This clearly
propels luxury into a social context but also reinforces luxury as a tool to produce
unique, memorable experiences. Both aspects are typical for sharply defined luxury
brands and products, which as a result create an “Added Luxury Value” that drives
the entire value perception.
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In an extended luxury definition, Langer and Heil (2013, p. 91) incorporate the
value aspect: “A luxury is something rare that is able to signal status infor-
mation. The signal can be received and processed by the owner and by others
depending on signal clarity, strength and consistency. The signal has the effect
to trigger the perception of an enhancement or reinforcement of the social
status. It results in a perceived consumer value, the added luxury value ALV,
which can become the major value component of a luxury product’s total value
for a consumer. ALV is composed of enhanced self-esteem, self-perception and
attractiveness, attribution of financial liquidity, social power and expertise,
protection in public and the perception of new, unique and ultimate experi-
ences by a hedonic good that functions as ultimate treat. Additionally, a luxury
is a social marker, classifying people as members of distinct social groups. As a
reflection of added luxury value, luxuries tend to be overly expensive, they are
difficult to purchase or use. Typically they belong to the top 1% cluster of the
most expensive goods or services in a category. Luxuries tend to be compatible
with social norms and values, a precondition for status reassurance.”

Figure 3 summarizes the definition of luxury. Still, many “luxury” brands
manage their equities in a rather lose manner while a precise application is crucial in
order to keep the perception of a luxury consistent over time. Seemingly small (at a
first glance) mistakes in positioning.

Fig. 3 Luxury definition (Langer and Heil 2013)
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What are the implications of a sharp versus a somewhat conceptual or lose
definition and execution of luxury for the topic of sustainability? Let’s start with
managing luxury in a rather lose way: brands and products that offer affordable
luxury or are not consistent across all consumer touch-points will not be able to
create significant non-linear added luxury value over time. Hence, those brands will
be perceived in a very similar fashion to normal brands. Negative consumption
effects will become more important as they can’t be mentally offset by larger
perceived value. For consumers who take negative consumption effects into con-
sideration, those brands need to focus strongly on delivering a better footprint than
competitors in order to to compete over time.

Brands that are more consistent in terms of their luxury positioning may have
more degrees of freedom. The consistently high added consumer value they are able
to create can potentially help them to offset some of the negative consumption
disadvantages.

Another important aspect is the social frame within which a luxury is owned and
consumed. Figure 3 shows that there are external drivers that influence the luxury
perception significantly.

Among positive drivers are attribution of status and financial power by others, as
well as attribution of attractiveness and expertise to the owner. The anticipation
(conscious or unconscious) of those effects help to create Added Luxury Value and
entice people to buy luxuries.

On the flipside, a negative social frame can significantly reduce ALV. Some
important negative effects are envy, hatred, guilt and fear of loss. Envy is a feeling
typically triggered by a perceived difference of the possession state between two
people: The bigger house, car, TV of a neighbor, the fancy trip of an acquaintance,
just to name a few.

In extreme cases this can trigger feelings resulting in hatred, especially when social
differences are perceived to grow beyond an individual threshold that is seen as “fair”.
But hatred can also be triggered if someone perceives that others consume without
caring about the negative consumption effects. Especially when the consumption is
seen as non-essential, the acceptance by others of negative consumption effects may
decrease significantly. Given the nature of luxury goods—highly relevant for the
owner but potentially non-essential in the view of others—they are prone to
non-acceptance by others. In the extreme, it can render a brand or product obsolete.

Luxury products also define the self to a certain extend. Belk (1988) revealed
that the fundamental role that possessions play for people, functioning as an
extension of the self. The more important a possession, the more important is its
role in self-extension. But this has a risk: Any important possession that people lose
or that becomes obsolete due to increasing negative frame effects makes people also
lose part of their identity and memories.

If a person fears that a loss is imminent he or she may not buy a product that
otherwise would be considered. Hence if people fear that negative consumption
effects may increase, let’s say because of increasing ecological consciousness of the
society for example, they may shy away from buying a luxury brand they would
otherwise purchase or aspire for.
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But, also, external shocks can be vital for purchase and consumption decisions.
China’s fight against corruption has led to draconic fines if there is proof that
government authorities accepted luxury products as bribes. This has not only
reduced the number of luxury items bought as such gifts (as it would be expected)
but also impacted the consumption pattern of remaining luxury consumers. Brands
that became too flashy or ubiquitous and, most importantly, those that were easily
associated with brand being typically used as “gifts” in the past, suddenly suffered
while less visible luxury brands were less impacted.

One key takeaway is that luxury brands are part of an individual purchase and
consumption portfolio decision which is embedded in the social frame of each
person. External effects influence the frame and individual decisions. Luxury brands
have to take this into consideration when defining and shaping their offers and
portfolios.

3 A Closer Look to the “Luxury Sustainability Paradox”

So far, we distilled some important aspects: First, maybe counterintuitively, we
argue that there is a “Luxury Sustainability Paradox” as many luxuries seem to have
larger negative sustainability effects compared even to non-luxuries. Part of the
paradox is the difficulty of comparing luxury brands easily in terms of sustainability
due to the large impact of added luxury value. Even more so, brands with higher
negative consumption effects may be perceived as more sustainable, since they
create a higher value. Second, we defined what luxury is, linking it to unique
perceived experiences and an improvement of the social positioning, which make
those products so valuable for people while setting the bar extremely high for
managing a luxury brand. Seemingly small mistakes can significantly decrease the
perceived value of a luxury brand.

An conclusion at this point could be that the Luxury Sustainability Paradox can
easily be solved by simply enhancing the added luxury value and hoping that its
non-linear properties minimize the negative consumption effects in the total sus-
tainability equation. But this would be incomplete and, to a degree, even myopic.

We have seen already that the luxury consumption is influenced by the social
frame and individual decisions will take aspects of expected envy, hatred and fear
into consideration. For sure a large, non-linear ALV may offset the negative but still
consumption has to take place in a social context and people may simply fear to be
perceived in a too negative way. While fur was well accepted for a long time, the
category literally disappeared and today most luxury brands only offer fur in very
few, very selective items, often just as a small feature. At a certain point in time
many consumers simply did not want to be associated anymore with the category
and its negative consumption effect and fur today is mostly seen among rap music
stars as they protest everything.

Celebrities typically play a key role in terms of being role-models for “behavior”,
both positively and negatively. Some recent consumption trends were adapted and
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endorsed early on by celebrities who made them part of their lifestyle. When electric
cars started appear, many Hollywood celebrities were among the first adopters, thus
signaling a behavioral change of people who many aspire to. Many celebrities
publicly state their preference for organic and raw foods, endorsing a lifestyle choice
that initially started as niche and is adapted only by a few. This signal then, over
time, changes the behavior of a larger population.

Naturally, one might wonder why sustainability is not much stronger embedded
in the nature of luxury? Langer and Heil (2013) provide an initial discussion of the
phenomenon by suggesting that the negative social effects can have exactly the
opposite effect of being a luxury limiter: They can become a luxury booster (Fig. 4).

The boost comes by providing an opportunity to break-out of the everyday
routine almost all people have in one way or the other. Since luxuries provide
unique experiences they are ideal in nature to provide an escape from normal. Its
drivers appear to include:

• Association with danger
• Violation of accepted codes and norms
• Immoral consumption
• Provocation
• Being associated with an “excess” of sex and indulgence
• Being associated with an easy lifestyle (“underdo work”) or extreme diets to

appear more beautiful (“underdo eating”)

This adds to the Luxury Sustainability Paradox: While negative consumption
effects may be unwanted in most situations, they can be wanted (or at least
accepted) in other situations by the same consumer. People may rationalize a
consumption choice that has significant negative effects simply with the few usages
that a “unique” consumption typically entices. A supercar with an excessive gas
consumption is typically used only occasionally (e.g. on a racetrack on weekends)

Violation of accepted codes 

ImmoralDanger

Luxury Limiter Luxury Booster

Negative
Fear of guilt, envy, 

hatred, threat of life, 
loss of property

Break out of the  
everyday routine

Negative
social
effects 

loss of property y y

“Overdo”: Sex, indulgence Provocation

“Underdo”: Work, eat 

Fig. 4 Negative social effects as limiter and booster (Langer and Heil 2013)
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hence providing an excuse to rationalize an otherwise almost “unethical” or “im-
moral” level of consumption. The authors know people who drive electric cars that
they power with solar energy and who actively engage in sustainable lifestyles but
own gas-guzzling supercars that would not fit at all into the idea of reduced external
consumption effects. Those are only driven occasionally for “special moments”,
which then could include the aspect of danger (driving the supercar at extreme
speeds), violation of codes and norms (high wear and tear of tires and material on
the race-track in exchange for an individual experience), excessive gasoline con-
sumption and carbon emissions, etc. Even individual consumption patterns can be
paradox.

Langer and Heil (2013, p. 172) conclude, that “it seems that there can’t be luxury
without the normal. Luxury needs norms, values and yardsticks, which are then
exceeded, thus leading to a unique experience. However, as shown, exceeding
norms might be a facilitator or a limiter to luxury depending on the amplitude.”

Exceeding norms also means that production and supply chain aspects are
typically significantly more challenging and complex versus normal goods.
There are simply few products to be produced but with a high amount of crafts-
manship and complexity as well as the utilization of rare and extreme materials
which are often hard to find or harvest. Those aspects significantly complicate
production of luxury goods. They also make a highly efficient supply chain in
regards to minimization of negative footprint during production processes chal-
lenging if not impossible for many luxury products.

A luxury yacht will always require a very complex (even to the “extreme”)
sourcing, supply and production setup where almost every detail is highly indi-
vidualized and many revisions and refinements are made during the production
process. The same goes for many luxury items and is in principle not different for
haute couture dresses (only the finest materials are used, they are difficult and
timely to produce, require many fittings were either the tailor or the buyer have to
fly in for), luxury mansions (utilization of a high amount of space, material,
technology, often overcoming difficult architectural challenges) or supercars (very
powerful engines and components that require extreme materials to withstand
extreme forces, high individualization of colors, materials and features). The list can
be extended to include jets, red wine, islands, watches, etc.

One can argue that luxury products may be used for a longer period of time
giving them a higher longevity versus normal products and thus helping to offset
negative consumption effects over time since less items need to be replaced. While
this may sometimes be the case, it is not the rule. Given the unique and extreme
experiences of luxury consumption, the extreme needs to be maintained from a
consumer perspective to fulfill the task. And consumers who seek the extreme will
easily switch brands and products whenever there is a new extreme, rendering the
previous object of desire obsolete.

The authors recently interviewed a sales manager of one of the world’s largest
Porsche dealerships and distilled the insight that especially the top end customers
who would not buy anything less than a fully loaded Porsche 911 Turbo S or GT3,
often buy the car and drive it for just a couple of weeks (or days), and then sell it
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again once the excitement flattened. He called the phenomenon “Acute Automotive
Purchase Disorder” and stated that it was somewhat typical for his (few) top cus-
tomers who buy multiple cars a year.

Staying with cars, the depreciation of luxury cars is among the highest of all
cars. Prices of used luxury cars tend to collapse whenever a new model is launched.
Only very few brands with strict limitation and a large number of collectors (e.g.
Ferrari, Bugatti, Lamborghini) manage to somewhat maintain or even increase the
value over time. The high depreciation and value loss is another example indicating
that longevity may be on many aspects rather an exception (or an excuse for the
external consumption effects or the high prices paid) than the norm.

Even among watches only very few brands (e.g. Patek Philippe, Audemars
Piguet) manage to maintain or even increase the prices of used watches. And even
for the most valuable brands, maintaining the value typically only works on very
few models that are highly sought after but were produced in very limited quan-
tities. Most other watch brands also face a (steep) decrease in value when watches
become older and are offered for resale.

We maintain: The Luxury Sustainability Paradox gets even more pronounced
upon closer inspection. It is a complex construct consisting of forces that at the
same time have the potential to boost and limit luxury consumption and perception.

4 The Consumer Perspective: Behavioral
and Society Shifts

The world is changing and social media and better connectivity in real time is one
of the forces behind this change. Social media allows people to connect, interact,
exchange and comment without separation of space and time. When people share in
social media they get rewarded by an increasing number of followers and likes. As a
result, people communicate and share about all aspects of life including their
experiments with brands.

For almost any product, even the rarest, there are Instagram posts, YouTube
videos, Facebook discussion forums and reviews available. Never before has it been
so easy to be informed about every detail of the product experience even without
personally knowing people who own specific products. Everything is just a click or
a tap away.

This changes the knowledge of people about products they would potentially
buy. Even just a few years ago, the sales person was often the sole source of
information and was able to emphasize or deemphasize product features or their
shortcomings. Today, there is a fair amount of transparency available without the
need of too crazy search efforts.

For luxury brands this amounts to a rather dramatic change and challenge.
Luxury brands now need to withstand social discussion about any aspect. If the

Identifying the Luxury Sustainability Paradox … 135



public (or the media or both) pick up issues, it can have severe effects on brand
equity. Also, where an article may have remained local without being much noticed
in the past, now almost anything is picked up fast in social media. And latest when
consumers think of buying a rare piece and Google for reviews and information,
they will easily find even a locally published article.

In 2015, the Mirror in UK published an article headlined “Hermes Birkin croc
horror: Is this the true cost of the celebrities’ must-have £25,000 handbag?” about
an issue we have already mentioned earlier in this chapter. The article was drastic:
“But tonight US animal rights activists claimed the thousands of alligators and
crocodiles bred to provide the French firm’s skins for the bags are subjected at times
to dreadful mistreatment before seemingly being slaughtered inhumanely.
Undercover filming by People for the Ethical Treatment of Animals (Peta) appears
to show a world away from the glamour and luxury of A-lister fashion. The reptiles
are seen in cramped concrete pits—in some cases surrounded by faeces in brown
water—in footage filmed at alligator and crocodile farms in Texas and Zimbabwe.
In one scene, allegedly filmed in Texas, workers stab knives into the backs of
seemingly still conscious animals because bolt guns, which are usually used to stun
them, cannot be found.” (Mirror, Jun 24, 2016, Online).

While Hermès immediately reacted and announced to sanction all suppliers that
do not respect their defined procedures, damage was done and may have led to
some potential consumers not purchasing the bag or feeling embarrassed being seen
with one in public.

Hummer was known in the early 2000s as rather expensive and martial
over-the-top SUV and the go-to car for Hollywood celebrities and other affluent
people in the US and elsewhere. The brand has literally disappeared after it was
showcased and discussed across all media channels as the synonymous for a
ridiculously oversized (even for US standards) gas guzzler that no-one really
needed ever. While hyped when it was new and different, its lifespan ended the
moment the hype was over, and negative consumption effects came into the
spotlight.

Those two examples show that luxury brands cannot rely solely on extreme
experiences and very high added luxury value as means to mitigate shortcomings
on negative consumption effects. More transparency about product features, posi-
tive and negative, impose strong risks if negative consumption effects get too
extreme in public perception and overshadow the positive value creation.

With the advent of social media, there is much more transparency not only on
brands but also on consumers. Many of the top luxury consumers are publically
known, have their own sites, feeds and channels with thousands or even millions of
followers and like to broadcast about their lives and their favorite brands. The same
Mirror article cites Victoria Beckham, Kim Kardashian and Tamara Ecclestone
among Birkin bag consumers and cites that some of them have wardrobes filled
with those handbags. Now, if customers that buy dozens or even hundreds of the
most expensive luxury items in a category, it becomes obvious what may happen if
negative aspects become so prevalent that they discourage from using the item or
even publicly renouncing ownership.
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But it is not only social media transparency that drives the need to rethink
negative consumption effects. Most societies in the world evolved from being
“consumption-only” focused towards more social responsible consumption.
Climate change, differences between rich and poor, the more socially conscious
Millennial generation, to name a few, are driving this change. In countries like
Russia or China where luxury consumption was accepted to be rather conspicuous
for a while, more conscious luxury consumption is evolving. Publications like the
Financial Times Sustainability Index further pressure companies into more sus-
tainable practices if they want to remain competitive.

What does this mean for a luxury brand? Both, the image of the brand as well as
the image of the consumer has to be taken into consideration. The shift in consumer
behavior and expectations is a threat for luxury brands given its paradoxical nature
in regards to sustainability. However, it can also be an opportunity for luxury
brands as we will show in the next part. The key question is: how can the paradigm
shift we just described be leveraged for luxury brands to further enhance and
strengthen brand equities and product experiences?

The easy answer would be to simply reduce the negative consumption effects by
being more choiceful with materials and production setup. But we have seen that
this is not how luxury works because negative effects also serve as luxury boosters.
To illustrate, we take a look at the BMW i8. While groundbreaking in design and
sustainable production methods (carbon-neutral production, recycled materials,
electric engine to support a fuel-efficient gasoline engine, etc.), the car does not
offer the same extreme driving experiences that many consumers seek in its seg-
ment. Hence, it falls behind competitive offers like the Porsche 911 Turbo or the
Mercedes AMG GT, which do not put many sustainable materials, production
methods and so-forth into the spotlight of their marketing campaigns. Hence, even
with a general paradigm shift in consumer expectation towards sustainability, the
extreme experience needs to be still provided to remain competitive and this may
contradict certain sustainability aspects.

5 How to Boost Added Luxury Value with Sustainable
Luxury?

To answer the question on the “how to” we take take a step back and look at how
Added Luxury Value is created, the value component of a luxury product that is the
key reason to buy it at non-linear price points within categories.

Added Luxury Value (ALV) is perceived as a result of a signal is emitted by a
good that people identify as “luxury” (vs. non-luxury) based on certain tangible and
intangible factors or “antecedents” of luxury (for a detailed description of the
mechanism see Langer and Heil 2013). Figure 5 showcases this. The signal can be
moderated (magnified or reduced) by influences of the sender as well as by the
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purchase and consumption situation. ALV as result of the signal will be highest if
the signal is consistent, clear and strong and ideally amplified by the moderating
factors just mentioned.

This framework offers three key levers to solve the Luxury Sustainability
Paradox:

• First, a product has to be clearly identified as luxury.
• Second, negative consumption effects should not moderate ALV in a negative

way.
• Third, to amplify ALV, additional measures should be considered (see below).

Let’s start with the first one. On a first glance this seems a no-brainer but it is
surprising that its not always considered first. Going back to core definition, luxury
has to provide unique (= extreme, once-in-a-lifetime) experiences in combination
enhancement or reinforcement of the social status. It can be argued that this is the core
proposition and that there can never be any compromise in terms of delivering it.

This means that the optimization of all tangible and intangible factors that
identify a product as a luxury has to be the very first consideration: How can a super
sports car become significantly faster, more exciting, more differentiating? How can
a handbag become more spectacular? How can a dress flatter the person who wears
it more? How can the experience of a high-end wine be amplified further? How can
a vacation trip become even more unique and memorable?
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Factors
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Social Status
Effects 
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Clarity/ Strength
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Fig. 5 General framework of luxury (Langer and Heil 2013)
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Because this, in sense, is what creates a “luxury”, which, as a result, emits its
unique luxury signal: That is, the creation of luxury has to come first and needs to
be elaborated down to its smallest detail to make the experience authentic, differ-
entiated, surprising and with this create a unique, even once-in-a-lifetime
experience.

Part of this effort requires to carefully select which negative consumption effects
are needed–even wanted–and essential in an effort to create the experience. The
strategy playbook needs to define all that’s “in” but also all that’s “out” so that the
product or brand gets a sharp enough profile. (For completeness, we ad that in some
cases certain attributes may be totally unwanted, in other cases they may be an
important part of the experience—but, due to space constraints, we cannot elaborate
on this contrast.) What is important is to have a clear strategy how the experience
should be created and which attribute levels are important enough to allow them to
challenge sustainability.

Once the playbook is defined, signal moderators have to be evaluated and as we
pointed out, this has to be done twofold: how can negative moderation be mini-
mized, how can positive moderation be amplified?

Langer and Heil (2015) point out that social values have to be taken into careful
consideration even if provocation or other negative consumption effects are part of
the playbook. Luxury managers have to carefully steer negative effects and make
sure that they do not get too large, so that they impact the brand perception in a
negative fashion. This means we need to differentiate between wanted and
unwanted negative consumption effects.

The wanted negative effects are those that are part of the playbook and are used
to drive the luxury perception. Hence they should always be consciously chosen as
part of the experience creation, they can never be random elements as otherwise
they would negatively moderate the luxury signal.

Any unwanted negative consumption effect that is not part of the playbook has
to be minimized especially if those effects could influence the consumption situa-
tion significantly.

All this amounts to a rather new way of looking at value creation of sustainable
luxury products: Non-sustainable luxury can still “sell” but negative con-
sumption effects are only permissible if-and-only-if they are key for the luxury
experience, i.e. the experience would suffer significantly by omitting them. This
is a direct result from combining the General Framework of Luxury with the
implications of the Luxury Sustainability Paradox.

One could argue that the BMW i8 may not have been consequently designed to
provide the ultimate luxury experience due to its focus on minimizing negative
consumption effects wrapped into a spectacular design. This approach could work
for normal brands. For luxury brands with predominant focus to perform in an
extreme way on certain aspects a too unilateral focus on minimizing negative effects
can be dangerous. Especially if it impacts the overall aspiration and identification.
It’s important to have a holistic playbook and manage all positive and negative
aspects a luxury brand or product offers.
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As a consequence, despite all issues and risks discussed earlier, the strategy of
Hermès to offer handbags made of crocodile skin seems to work better in regards to
luxury. Why? Crocodile skins are very rare and provide unique experience in terms
of feel, aesthetics, touch, etc. hence they make the product very special. As long as
there is no (or not too much) cruelty done to animals some consumers may still go
for a crocodile handbag to have a truly differentiating product. Hence one can argue
that Hermès should consider to expressively built negative consumption effects into
the playbook of their crocodile handbags. The emerging technology around the
concept of NeuroChoice could be employed to identify what needs to be “in” and
what has to be “out.”

The key is to make sure that the strategy is executed with excellence on a
consistent base and without any exception. Also, the playbook needs to be
revisited regularly to make sure that changing social expectations and norms
are constantly reflected. If there was ongoing public discussion on the use of
crocodile skin on handbags, probably refraining from offering this type of leather
and moving on to other leathers or fabrics could be advisable. If strategy execution
is not excellent, negative press and outrage (thus damaging brand equity) can be the
result as we could see in the case above.

Thus, a luxury manager has to make the right choices of which negative con-
sumption elements are important and which are not. What should be in the play-
book, what should be out?

If the playbook is well-defined and strategy execution flawless, then the
third aspect of managing sustainable luxury comes into play: amplifying the
signal. This can be seen as the reverse approach of minimizing the negatives.
Indeed, this is about focusing on positive aspects of the luxury consumption in
relation to social effects, social norms or actually improving the environmental
status quo. This was part of the go-to-market model of the Tesla Model S. First of
all, the Model S was designed to be not the best electric car (hence a compromise on
the luxury perception) but the best car in the world, offering more space than other
comparable cars, innovative design, features never before in a production car
(touchscreen operation, autopilot function, seven seat option in a sedan) and
super-car like acceleration.

But all those factors are in a sense evolutionary features with little effect on the
negative consumption effect of driving a car per se. The key feature that Tesla
pointed out in this respect is that the car is offering zero emissions. Hence it offers a
suit of evolutionary facets with the disruptive feature of zero-emission driving.
While many consumers still will have to use electricity made from fossil sources, at
least the car offers the opportunity to be driven completely emission free if energy is
created by solar or other renewable energy sources. This disruptive feature has the
ability to even amplify the luxury signal because the offer now is not only better
than other is many aspects, but has a feature that practically reverses negative
consumption effects if a normal car is replaced by it. Importantly and remarkably,
the fact the car’s batteries, once at the end of the life cycle pose huge problems for
generations to come. A fundamental threat to the car’s positioning in terms of
sustainability but that threat has yet to appear on the public’s radar.
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Finding signal amplification factors by turning negative consumption effects into
positive ones is not easy and may not be possible for all product categories. But in
case a brand can figure out how to turn any significant negative effect that is
embedded into the category it competes into a positive effect it can significantly
enhance the added luxury value via signal amplification.

This is extremely encouraging for managers of luxury brands. Consumers will be
willing to pay a price that reflects the perceived value a product provides as long as
it’s relevant for them, there is no competitive offer that is seen as superior and the
individual budget allows the purchase. Amplification of the luxury signal means
that a value perception of a luxury that is already disproportionate can be further
enhanced. This offers additional non-linear pricing opportunities for a “sustainable”
luxury good vs a “usual” luxury good. We call this aspect the Additional
Sustainability Value Jump or ASVJ, see Fig. 6 for a visualization.

In other words, in a category with significantly negative consumption effects
(e.g. tailpipe emissions of cars and their use of fossil fuels) the replacement of a
product with a luxury product that eliminates the negative consumption effects has
the opportunity to significantly increase the total value proposition of the luxury
offer with by amplification of the luxury signal. The value increase is what we call
Added Luxury Value Jump and can be monetized by higher price points reflecting
the additional value created.
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6 Moving Toward Solving the Luxury
Sustainability Paradox

At the start of this chapter, we argued that luxuries may possess a kind of para-
doxical relationship once sustainability is contrasted with luxuriousness—we call
that the Luxury Sustainability Paradox. We consider this to be a complex contrast
made up of forces that–at the same time have the potential to boost and limit luxury
consumption and perception. Consequently, eliminating negative consumption
effects may not be always advised as they can interfere with the value created by
extreme experiences.

Our research provides a key to solve the luxury sustainability paradox for brands
by following a three-step approach to sustainable luxury:

• Defining the luxury playbook: precisely describing how to create added luxury
value, which negative factors to include, which to eliminate. This creates a
consistent and clear luxury signal and ALV as a consequence.

• Analyzing significant negative consumption effect of the category and defining
strategies to eliminate them to create Additional Sustainability Value Jumps to
further boost ALV.

• Excellence in execution especially on all negative consumption effects that are
built on purpose into the luxury proposition

With this in mind, our approach offers luxury brands the opportunity to become
front-runners in sustainable luxury. First and foremost, a brand must provide added
luxury value to be successful over time. Any compromise here will either lead to a
brand not being perceived as luxury or lead to a short lifecycle where the brand gets
irrelevant and loses cachet and appeal. Langer and Heil (2013) provide a com-
prehensive set of strategies to successfully manage luxury goods in a profitable and
consistent way which are summarized as the 6 L of Luxury:

• Link to Consumer
• Luster Creation
• Leverage Pricing
• Link to Values and Cultures
• Legend Building
• Leverage Experiences

The combination of those strategies lead to brands that deliver continuously on
creating highly individual products that offer consumers non-linear value proposi-
tions by building on unique experiences and the enhancement or reinforcement of
the social position.

Those strategies need to be the starting point for creating the luxury offers
because of a product is not perceived as luxury, there is no added luxury value.
Based on successfully creating a luxury good, its luxury signal can be boosted by
consequently eliminating significant negative consumption effects a category
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typically offers and turning the luxury good into the “better” offer that provides a
positive consumption effect in relation to its category.

It is important to note: While the Luxury Sustainability Paradox will continue to
exist as part of the nature of luxury, our approach offers the opportunity to create
more sustainable luxury products that can outperform less sustainable alternatives
on key luxury driving dimensions, while solving negative category effects.

Any remaining, carefully orchestrated “built-in” negative consumption effects
need to be excellently executed and managed. Especially shifts in social norms need
to be taken into consideration to ensure that the luxury offers are still in the realm of
“acceptable consumption”.

As one can see, we don’t focus too much on classic arguments that luxury
products may be more sustainable due to the opportunity of a more careful choice
of materials, longer ownership and durability as well as the opportunity to have
better work conditions as a result of higher margins. While all of those aspects may
be valid for certain products, they do not guarantee success in the luxury world and
they do not fully solve the luxury sustainability paradox.

We propose a solution of the paradox by “embracing” it, creating first what
makes a luxury a luxury by applying a consequent luxury playbook that includes
certain negative consumption effects (those that may boost luxury perception) while
excluding others (those that may limit). This has to be followed by seeking category
opportunities of eliminating negative category consumption effects, thus making the
luxury the better alternative and creating a Sustainable Luxury Value Jump. In
parallel executional excellence is a non-negotiable must for luxury managers.

This approach provides the opportunity to create continuous competitive
advantage through sustainable luxury and a boost of profitability through the
Sustainable Luxury Value Jump.

7 Key Implications for Managers and Future Research

We encourage managers to rethink their approach to sustainable luxury. It can be a
tremendous tool to increase the perceived value of their luxury brands and boost
profits.

A typical pitfall is putting the decrease of negative consumption effects above all
as this may exclude important value drivers from the luxury playbook. Excluding
important aspects will make the entire luxury offer obsolete in view of consumers.
And an obsolete luxury offer will never be a sustainable alternative.

Value needs to be created first and then boosted by amplifying the signal.
Luxuries are still luxuries and are bought in part to surprise people with unique
experiences, provide a solution to their dreams. In short, the allure of luxury must
not be lost by creating a sustainable luxury offer.

We encourage researchers to focus on developing concepts, methods and
instruments to better measure and manage Added Sustainability Value
Jumps ASVJ. This should also include market research tools specifically designed
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towards luxury brands and their inherently competing threats to sustainability. As a
start, we provided a 3-step approach to manage luxury brands in a more sustainable
fashion as a foundation to manage sustainable luxury brands in a more precise way.

Luxury products entail some of the largest managerial challenge since ALV and
ASVJ are still to be classified as somewhat elusive, almost kind of a mirage. This is
in addition to more classic notions of luxury entailing that luxury is rare by nature,
highly aspirational and therefore highly valuable for consumers. There are few
brands whose management entails to truly understand luxury and consistently
perform over time in creating and maintaining a high aspirational value.
Remarkably, the exception still amounts to the rule!

In times where consumers expect more from brands overall, sustainability
becomes more important. It should be rather obvious at this point that management
needs to continuously watch out to not fall prey to the Luxury Sustainability
Paradox, as it needs to be taken into consideration when creating and updating—i.e.
managing–luxury offers.

When the playbook is fully includes a conscious incorporation (or elimination)
of “negative consumption effects” a luxury brand can dramatically increase its value
proposition.
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Strike a Pose: Luxury for Sustainability

Hakan Karaosman, Gustavo Morales-Alonso and Alessandro Brun

Abstract Sustainability cannot be secured without a joint effort. From cleaner
production to responsible sourcing and conscious consumption, a long-term per-
spective should be embarked. Accordingly, it is timely to interrogate to what extent
luxury fashion could inquire more sustainable solutions and embrace sustainability.
Luxury fashion could inspire and pursue quality, longevity and exclusivity in order
to go confidentially towards achieving sustainability. In this vein, this chapter
examines how sustainable luxury could lead to a reduction in resource consumption
while authentically improving quality, and durability. What a luxury brand does
today will be part of its heritage within fifty years, fostering sustainability can
therefore become as equally important as the heritage. To this end, this chapter
introduces sustainability and fashion paradox. Thus, a novel perspective is brought
with an explanation of the degree to which luxury fashion could indeed have a
positive impact on sustainability through design, local resource utilization, inno-
vation, and longevity.
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1 Foundations of Sustainability

Sustainability was defined by the United Nation’s World Commission on
Environment and Development (WCED 1987) as the means of satisfying current
needs without compromising the possibility for future generations to satisfy their
own needs. In this vein, the term ‘Triple Bottom Line’ (3BL) dates back to the
mid-1990s, when AccountAbility began using the term in its context (Norman and
Macdonald 2004). In particular, 3BL was revealed within the 1997 publication of
the British edition of John Elkington’s ‘Cannibals With Works: The Triple Bottom
Line of 21st Century Business’. In this regard, not only does a company’s ultimate
success constitute traditional financial bottom line, but it also encompasses social
and environmental considerations. Companies might experience scarcity of time
and capital to more effectively manage environmental and social issues; yet, the
integration of social and environmental considerations into decision-making
structures is highly required to meet global standards alongside societal needs.

The International Labour Office recognizes fashion as one of the most
labour-intensive industries (ILO 2016); and companies in labour intensive indus-
tries are urgently required to revisit their business models and restructure their
operations as a consequence of the need for environmental protection and growing
natural resource demand (Wu and Pagell 2011). Nevertheless, due to the ambigu-
ities surrounding the definition of sustainability, complications often occur while
applying the principles into the practice. Sustainability in fashion struggles to
balance different and often competing needs against an awareness of ethical and
environmental issues of today. Globally dispersed, and highly complex fashion
supply chains (SCs) comprise various processes through the stages of fibre pro-
duction, yarn spinning, fabric production, apparel manufacture, retail and con-
sumption. However, fashion products are manufactured by ever changing suppliers
in relatively small production cycles, and the difficulty of embarking sustainability
into fashion occurs due to highly fragmented and complex SCs (Joy et al. 2012).

Due to the cost restrictions, the complexity and the lengths of fashion SCs,
tracing garments’ ethical and environmental performance, and monitoring prove-
nance of materials are not easy to proceed. In this sense, the biggest challenge of
fashion SCs is linked with direct interactions with sub-contractors. Environmental
and social impact the fashion industry generates, not only in developing but also in
developed countries, presents increasing concerns. International unions and NGOs
have been working to improve the conditions. Conversely, it is still questionable to
what extent environmental, human and safety measures really exist in fashion SCs.
The lack of an integrated approach toward sustainability hinders the impact of a
fashion company’s sustainability efforts, its ability to robustly thrive in the future
and its opportunities to address today’s global issues (Mosher and Smith 2015).
Henceforth, it is essential to focus on the entirety of the SC from both internal
processes to tackle sustainability challenges. In such larger systems companies
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often feel discouraged to embark sustainability. Nevertheless, once sustainability is
truly integrated into the larger global fashion systems, the meeting point of com-
merciality with sustainability could be reached.

2 Sustainability in Fashion Myth

‘Fashion’ and ‘Clothing’ represent different aspects of the relationship with what is
worn. Fashion is a way to reflect and communicate an individual’s vision within
society. Clothing, on the other hand, is the material that gives fashion a contextual
vision. The fashion and clothing industry is one of the few remaining craft-based
industries and manually operated sewing machines are still the principal means by
which garments are made (Black 2012). During the pre-industrial era, the main
attributes of textile and clothing were associated with limited production, limited
division of labour and limited number of specialized crafts. Nonetheless, with the
advent of sewing machine on 1790, and with the industrial revolution in the period
from 1760 to about 1840, the connection between production and consumption
were broken down into numerous processes. In the following centuries, the concept
and the philosophy of fashion and textile were further transformed. By the mid
1970’s mass production took over the industry to make customization technically
feasible; subsequent to the SC revolution of the 1990’s, globalization, and the
phase-out of the Multifibre Arrangement in 2005, fashion has become a massive
global business with constant production that has been moved to countries where
lower wages are offered and less protection for workers and the environment is
provided.

In this setting, the global textile and apparel industry reached a total revenue of
€1.17 trillion in 2014 with a significant annual growth rate of 3.8% between 2010
and 2014 (Research and Markets 2015). The performance of the industry is fore-
casted to accelerate, which is expected to drive the industry to a value of €1465
billion by the end of 2019. According to the European Apparel and Textile
Confederation, the overall size of the industry in the EU-28 represented a turnover
of €165 billion in 2014 and with investments of €4 billion (EURATEX 2015). Yet,
despite the growth, the global fashion industry is affected by economic and
socio-political events. Demand unpredictability, rising labour costs in emerging
countries, supply network complexity, production fragmentation, geographical
dispersion, economic crisis, sustainability issues, time-based competition and the
mounting sensibility to environmental issues challenge the industry.

Resources are finite, population increases, consumption grows and all these
result in the risk of volatile commodity prices, instability in global markets, and
significant water, waste and carbon footprints. In February 2011, the short-term
doubling in cotton prices justified one facet of many sustainability problems.
Transforming the economy from one based on the principle that natural resources
are infinite to the one acknowledging resource scarcity requires fashion companies
to make sustainability a central concern to change products, processes, and business
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strategies in a radical way. The scale and urgency of sustainability integration must
be promoted through a more authentic comprehension of quality, lifestyle and
exclusiveness, involving respect for each other, the planet and societies (Bendell
and Kleanthous 2007). Even though many fashion retailers claim that sustainability
is embarked in corporate DNA and there are a number of examples of fashion
retailers making progress, sustainability often remains vague and distinct from core
business strategy rather than a fundamental component. A systematic approach is
needed to integrate sustainability that must involve long-terms shifts in organiza-
tional structure, institutions and policy frameworks.

Box 1—True Fashion Impact

Significant environmental impacts are associated with the clothing life cycle.
132 million metric tonnes of coal is required for around 60 million tonnes of
textile production (Ecotextiles 2011). The International Union for the
Conservation of Nature reports that the dyeing and treatment of textiles
generates between 17 and 20% of all industrial water pollution (Aiama et al.
2016). Additionally, the apparel industry is responsible for 22.5% of all
insecticide use globally (Balch 2016). Energy inputs in polyester production
are around 125 MJ/kg of the fibre and over two-thirds (70%) of the total
emissions related to polyester products arise in the production phase (Balch
2016). However, about half of the emissions associated with the clothing life
cycle come from consumer use phase, such as washing, tumble-drying,
ironing and using. Statistics show that 400% more clothing is purchased
today than it used to be done 20 years ago. Greenpeace reports that around 80
billion garments are produced worldwide, which equals to over 11 garments
for each person every year. WRAP has found that (WRAP 2012) global
footprint per household in the UK generates around 1.5 tonnes of CO2-e
emissions each year, which is equivalent to driving a car almost 6000 miles.
Similarly, waste is a critical aspect affected by fashion consumption. More
than 200,000 L each year is the global water footprint per household in the
UK, which equals to filling over 1000 bathtubs to capacity.

3 Fashion Paradox

The main contradiction between production and consumption lies in the fact that
today’s consumers buy more than what they need. Economic growth has led to
economic abundance. Consequently, consumers all over the world, regardless of
their social segment, are wealthier than at any other time in history (Benammar
2008). However, this escalating economic abundance results in the continuous
resource extraction and unavoidable inconsistencies. For example, the fashion
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industry generates a number of livelihoods worldwide, however it results in
wasteful cycle of seasonal changes. Vintage, on the other hand, receives attention to
appreciate the craftsmanship of couture while the idea of ‘new’ becomes an
obsession to express individualities (Black 2012).

It must be acknowledged that sustainability in fashion is not a new trend. Eco
trend reached its peak for the first time in the early 1990’s. People showed a great
motivation and enthusiasm to change fashion on a permanent basis by making
everlasting and resilient items. However, one main characteristic of the entire
system was underestimated back then, that is, the power of change (Teunissen
2008). The ecological collections developed in the mid-nineties mainly focused on
materials, such as unbleached cotton. This way, eco fashion through garments such
as trench coats and classic shirts was associated with minimalist, clean but not ‘so
aesthetic’ looks (Teunissen 2008). The majority of consumers still associate envi-
ronmental friendly clothes with unbleached, undyed and shapeless items (Jensen
and Dahl 2008). Yet, aesthetic should be considered as equally important as the
ecological aspect. This would bring a great challenge of making fabrics and pro-
ducing garments looking glamorous, fashionable, sexy and conventional. As
stressed by British designer Stella McCartney ‘the important thing is to create
beautiful luxurious things. Having people not notice that something is organic or
faux leather could be considered one of the biggest challenges’.

Previous endeavours of eco fashion were seeing pillars individually, however
they are interrelated and a holistic perspective should be introduced to look at the
system as a whole. Squaring a circle between product design, global SCs and
sustainability would not seem optimistic (Brass and Bowden 2012). Then, people
who design, produce, distribute, promote and consume fashion should be informed
and be part of a larger conversation on sustainability. Fashion SCs involve a
number of processes through the stages of raw material sourcing, fibre production,
fabric production, apparel manufacture, transportation, and consumer use phases.
Prior to the development of improvement scenarios, it is vital to examine details
regarding environmental and social impacts each SC stage generates.

3.1 Raw Material Sourcing

Sourcing is already complicated without sustainability, as price, quality, time,
vendor relations and geographical issues are complex enough. Nonetheless, sour-
cing must be pursued with consciousness. In terms of raw materials, cotton is the
most widespread profitable non-food crop in the world. Cotton represents a dom-
inant source of natural fibres used in clothing since 77% of natural fibre production
comes from cotton (Carbon Trust 2011a). Cotton production provides income for
more than 250 million people worldwide, employing about 7% of all labour in
developing countries (WWF 2014). The price of cotton has dropped during the last
30 years, however the production costs are increasing. Consequently, wages are
getting lower for farmers in places like India, Kyrgyzstan and West Africa. In
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Uzbekistan, the entire cotton industry is built on forced child labour (Baptist World
Aid Australia 2011). Cotton has also significant environmental impacts. 20,000 L
of water is needed to produce 1 kg of cotton (WWF 2014), and further, global
cotton production generates emissions of around 220 MtCO2-e, accounting for
approximately 0.8% of global CO2 emissions. Around 30% of CO2-e emissions
associated with cotton production are embodied in the international trade of cotton
as raw cotton (Carbon Trust 2011b) before the cotton is transformed into textiles,
clothing and other final products. Additionally, cotton consumes 16% of all
insecticides and 6.8% of all herbicides used worldwide (Organic Cotton 2015).
A shift to organic cotton could be a way to reduce the environmental impact.
Indeed, organic cotton does not require pesticides; however, yields of organic
cotton are lower and extremely significant amounts of water are still needed, which
presents the biggest drawback of organic cotton cultivation. Further, price and
reliable supply emerge as other critical challenges for the execution. Consequently,
on the whole, many challenges occur in raw material sourcing with respect to
environmental and social facets.

3.2 Fibre Production

Fibres provide the initial source for textile products. Composition of an average
garment includes natural fibres such as cotton, flax silk, and wool and manufactured
fibres such polyurethane, polyamide, acrylic, polyester, and viscose. The amount of
fibre used varies depending on the garment type. For example, cotton is the main
fibre used for underwear production, while polyester accounts for one third of a
dress and polyamide is the main component of swimwear. Cotton and polyester
dominate global clothing fibre inputs, collectively supplying over 85% of all fibre
used in clothing (Carbon Trust 2011a). Cotton meets 28% of fibre demand while
man-made fibres meet a significant 58% of the demand. Polyester is a key synthetic
fibre, and its high performance as well as its stability makes it the most popular
polymer, e.g. approximately 11 million tons of polyester is produced each year,
accounting for one half of the total annual production of all synthetic fibres.
Polyester comes from finite resources and consume considerable amount of energy
accompanied by toxic additives. Unluckily, polyester cannot be considered optimal
since most polyester is manufactured while antimony is used as a catalyst.
Antimony trioxide leaking from polyester fibres during the high-temperature dying
processes emerges in the wastewater and cause chronic bronchitis.

3.3 Apparel Manufacture

Apparel manufacture techniques must be optimized through both technical and
non-technical components. The former refers to products with high technical
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quality in terms of resistance, sensitivity, and wash ability while the latter aims at a
better wardrobe management as a principle to avoid purchasing items. Process
optimization is more linked with the upstream part, emphasising the interactions
among manufacturers and buyers. Hence, this could be secured through a better
fashion SC execution. Despite the significant nature of fabrics, manufacture phase
generates a noteworthy amount of fabric waste, e.g. about 20% of the fabric swept
off the floor of cutting room (Rissanen 2008). When this fabric waste ends up in the
landfill, natural fibres decompose however chemicals and methane are released.
Synthetics, on the other hand, take such long times to decompose. Fabric recycling
is though is not suitable for all uses. Current recycling practices are actually
downcycling leading to a reduction in the value and the life span of a recycled fibre
becomes relatively shorter than the virgin ones. Innovative solutions are needed to
mitigate the negative impact, e.g. switching 10% of cotton fabric to a 50:50
polycotton-blended fabric could reduce waste footprint around 1.7%, water foot-
print by 3% and carbon emissions by 0.4% (WRAP 2012).

3.4 Use Phase

Although widely accepted theories in product design suggest that 80% of a gar-
ments’ environmental impact is determined by the material choice, this could differ
based on a product type. Research shows that use phase of a pair of jeans con-
tributes more than 60% of primary energy consumption, human toxicity and pro-
duction of household waste (Bain et al. 2009). Additionally, the use phase accounts
for 35 and 59% of carbon emissions and water eutrophication and between 10 and
34% of ozone layer depletion and water consumption (Bain et al. 2009).
Behavioural patterns of washing, ironing and dry cleaning differ drastically
depending on the person, product type and contexts. Firstly, products that easy to
wash and do not require long washing cycles could be produced. This could be
linked to producing garments that require less maintenance. Consequently, the way
products are consumed could be unsustainable even if the products are produced in
a sustainable way. Therefore, the actual behaviour of consumers counts signifi-
cantly. It could be stated that an object cannot be sustainable if the behaviour it
causes is not. Avoiding weak links, which require maintenance and reduce the
lifespan, designing products that could be repaired and upgraded, increasing the
functionality of the product, and increasing the lifespan through product quality
could be listed as some ways to optimize the product life cycle. Design phase on
this regard needs to explore opportunities to downgrade the environmental impact
to be generated during the use phase.

Considering aforementioned facts, some might think that fashion is trivial,
however fashion has become a source of the conversation. Early initiatives and
actions by designers have begun to coincide with a wider political response to
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environmental and social actions employed in developed countries. A growing
emphasis on sustainability can be a manifest throughout the fashion industry. Green
is the new black has been a widely accepted and used as a metaphor for sustainable
fashion that creates a meaningful correspondence between eco-friendliness and
fashion, as well as a connection between short and long term goals (Kaiser 2008).

4 Advancing Sustainability Through Luxury

Luxury is not the opposite of poverty; it is the opposite of vulgarity – Coco Chanel

The concept of luxury gets its roots from the history. According to the Oxford
Latin Dictionary, the term ‘luxury’ arises from the Latin word ‘luxus’, meaning
exaggerated life, glamour, comfort and wealth (Brun and Castelli 2013). In the
ancient world, luxury goods were associated with wealth, exclusivity and power. At
the end of the 19th century, the second industrial revolution gave luxury’s modern
meaning of being enjoyable beyond the necessities of life. The leather goods of
Hermes, the jewellery of Cartier, the luggage of Louis Vuitton and the raincoats of
Burberry are some of the signature luxury products of that century. Succeeding the
growth of the fashion business in the 20th century, superior quality, durability,
performance and design have become the most relevant aspects in the luxury
market. Till the 1970s, the era of exclusivity was experienced where mostly
European family businesses centred on craftsmanship. The changing scene of
luxury and further segmentation within the industry might make some argue that the
exclusivity of luxury have been devalued due to socio-economic expansion of
luxury brands across a number of product sectors, social classes and time zones
(Bendell and Kleanthous 2007). Similarly, some fashion experts state that as
family-owned fashion companies become multinational corporations, the industry
has diminished its integrity and the history of craftsmanship.

In this setting, the highest quality product is expected to generate the most
benefits for everyone involved in its production and distribution. Correspondingly,
SC actors’ knowledge and awareness of such benefits are fundamental for the
experience. Nevertheless, social dynamics are changing and visible shifts in the
luxury paradigm occur. Luxury brands are fragile to reputational damage since a big
proportion of their brand value is derived from consumer loyalty and trust. Hence,
luxury brands must seek ways to represent the greatest positive contribution.
Caniato et al. (2009) suggest a set of critical success factors that are crucial to
compete in the luxury market, including premium quality, craftsmanship, exclu-
sivity, brand building, style and design, emotional appeal, country of origin,
uniqueness, performance and innovation and lifestyle creation. Nonetheless, as
Brun and Castelli (2013) recommend, the success factors must be revised and be
extended by contemplating on recent market trends such as ethical aspects and
sustainability. To this end, luxury could present a new yet a responsible business
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case through which profounder values are embodied in sourcing, manufacturing,
distribution and retail of products.

4.1 The Quality to Foster Sustainability

The quality of any product has become more important than its look, and therefore
the quality could be articulated to be an emergent as a distinctive feature not only
for luxury but also for natural resources. The average party top, for example, is
worn only 1.7 times before getting thrown away and this type of mass produced
garments made of synthetic fabrics cannot be recycled, and they end up at landfill
(Gibson 2012). Consequently, the new trend of sensible products with higher values
of exclusivity and quality could purportedly nurture sustainability. This statement is
in line with Prof. Dr. Michael Scott from Cambridge University who stressed that
(2011) luxury is indeed a good tool to understand the value and priorities of diverse
societies, present and past. Heritage and quality of luxury appeal because they do
not cause global warming, dwindling natural resources, and pollution (Joy et al.
2012). Henceforth, luxury could largely contribute to the phenomena of democracy,
social harmony and sustainability. Yet, sustainability should be translated as a
guideline in luxury fashion to generate a corporate language. In today’s challenging
environment, luxury fashion companies are required to change their institutional
logics to re-build aspiration, credibility and trust.

Incorporating elements of value such as higher ethical standards in sourcing,
efficient energy and material use, low-impact manufacturing, distribution and retail,
and the establishment of recycling and repair services could reduce negative impact
while reshaping the brand value by refining environmental and social performance
in today’s resource-constrained state. Luxury brands adapt traditions to create
ever-lasting products with style and to maintain the brand’s heritage into the future.
Accordingly, luxury brands could be at the forefront for sustainability and luxury
could be redefined as a positive and a revolutionary road by endorsing distinctive
attributes of longevity, superior performance and premium quality to handle the
dangerously growing culture of disposability. Sustainable fashion through luxury
could be defined as what could minimize the impact on the environment and on the
societies while pursuing corporate goals. Sustainable ‘luxury fashion’ thus opts for
business activities through exclusivity, quality and craftsmanship that might not
impoverish the planet. In order to foster sustainability and achieve further
improvements, integration along the luxury fashion SCs is needed and to this end,
business model thinking must be employed and sustainability must be tapped into
business culture of luxury.

With a final goal of advancing environmental and social sustainability, global
luxury fashion companies develop and deploy some management capabilities. It is
time to showcase some pivotal practices implemented by leading luxury fashion
companies. Hermés has been advancing textile recycling by generating new fashion
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in Petit H line from waste caused by its operations. In terms of biodiversity, Stella
McCartney takes many inspiring yet leading actions by which collections never
feature leather, fur or any kind of animal product. Bottega Veneta, as another pioneer
in luxury fashion, generates organic fertilizers out of leather cutting process. Gucci,
similarly, pays a great attention to material sourcing, as PVC is fully eliminated from
their collections. Prada is recycling and/or reusing more than 70% of its waste.
Swarovski produces renewable energy in the form of hydropower. Bulgari, on the
other hand, obtained ‘Energrid’ certification for renewable energy utilization at its
Valenza and Solonghello manufacturing facilities. In addition to these cutting edge
environmental friendly practices, luxury fashion brands advance social progress.
The Kering Corporate Foundation, since its launch in 2009, battles with violence
against women by focusing on three geographical areas in terms of combatting
sexual violence in the Americas, domestic violence in Asia and harmful traditional
practices in Western Europe. Additionally, LVMH is committed to advance gender
equality and to promote the United Nations Women’s Empowerment Principles.
Besides, LVMH established the Institut des Metiers d’Excellence with a goal of
preserving artisanship in traditional craftsmanship.

5 The Prerequisites for Sustainable Luxury

Luxury could create a profoundly positive value for a holistic ecology. While
quality and technical performance are fundamental for luxury, a long history
alongside heritage could further strengthen sustainability values. Premium quality,
craftsmanship, superior technical performance and innovation could offset many of
the issues concerning sustainability. Figure 1 illustrates the main steps on how to
create sustainable luxury as a process to approach fashion with care and attention to
live in a meaningful, pleasurable, and thoughtful way.

5.1 Design Better

Product design is where a considerable environmental impact of the clothing is
determined. Changes in design practices could lead to significant improvements on
how long the clothes could remain usable. In this sense, luxury products could
present many opportunities within the clothing life cycle through increased long-
evity. Fabric quality is pivotal to extend the usable life of the items, as higher
quality fabrics could endure wear and use better (Cooper et al. 2013). Therefore,
embodying classic styles along with superior technical performance in luxury
products could result in the use for longer periods. Modular design concepts could
also empower the customization of clothing. Multifunctional concepts create

154 H. Karaosman et al.



ultimate product versatility and adaptability. For example, designing products with
detachable parts could enable consumers to use the product more than one way.
Further, some components could be replaced and repaired easily. Every tone of
re-used clothing and household textiles could provide net carbon savings. Though it
is worth stressing that fashion designers and design teams need to work under great
commercial pressure, and therefore producing clothing through accurately sourced
materials, ensuring that every element of the collections is truly sustainable,
manufacturing under fair trade principles are not always feasible. At the beginning
of the design phase, strategic design decisions must be made to nourish ingredients
and materials such as eco-intelligent constitutes. Processes, on the other hand, must
be designed to reduce negative impact and reduce energy as well water use. Closing
the loop on material flows could be secured in an ecological sound only if the
materials are designed to be ecologically safe. Otherwise, the closed loop becomes
polluted with toxic chemicals triggering health problems and a descending twist in
value. ‘Shelf quality’ that aims at making the product look good in store must also
be improved toward long-lasting quality. Sustainable solution could be further
developed through technology-enabled fashion design and new product develop-
ment applications such as utilizing smart fabrics, make-to-order clothing and digital
textile printing (Loker 2008). When designers make purchase decisions in a
responsible manner, they could not only provoke suppliers to pursue more
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Fig. 1 Sustainable luxury principles

Strike a Pose: Luxury for Sustainability 155



environmental and ethical friendly production processes, but they would also be
attributed to today’s conscious consumers. Thus, responsibility and consciousness
must be gradually transmitted from upstream to downstream levels of luxury
fashion SCs.

5.2 Utilize Local Resources

‘Made in’ is a signature indicating that a product is planned, manufactured and
packed in a mentioned country. ‘Made in’ is used to indicate the international
uniqueness of the country. Considering that luxury has often been associated with
made in origin, quality, high specialization and differentiation, some strong links
could be observed between sustainability and luxury products. Creating a sus-
tainable luxury fashion design could be inspired and encouraged by emphasizing
local sourcing. Furthermore, carbon and energy intensity could be lowered across
local production. The utilization of local sources for luxury products could indeed
deliver an alternative to centralization, standardization, and identical products. To
this end, anything available locally can be used to the best advantage and what
cannot be produced locally is shared within the cosmopolitan society (Clark 2008).
Though designers must be linked with local resources. These interactions could be
formed within more transparent production systems in which less intermediation is
ensured to preserve cultural and material values. Local production is concerned
with creating a sector with sensitivity to place and scale in order to sustain com-
munities and support jobs while preserving the quality of the environment (Fletcher
2008). Producing luxury locally could take a stance for distinctiveness, superior
quality and social improvement. Through local production, luxury fashion could
bring a wealth of new perspectives and practical solutions to many environmental
and social problems. Utilizing local sources and emphasizing quality, craftsmanship
and experienced labour during production are bound to result in less intermediation
and more transparent production systems. Luxury fashion could further cultivate
sustainability when the focus is shifted from fashion as an image to fashion as a
material topic.

5.3 Advance Innovation

Virtual prototyping and 3D simulation could be further embarked as a good way to
mark a progress in sustainable process development for luxury products. 3D pro-
totyping provides design verification in the early stages of the design process.
Development times could be shortened, and the use of physical could be dramat-
ically minimized because this technology only produces the material when it is
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physically needed for the product. Thus, waste and emission reductions could be
achieved. Physical prototypes and sales samples could be replaced with virtual 3D
files that could provide substantial benefits. Adidas has been utilizing different types
of 3D printers to produce prototypes. Nike’s Flyknit technology for footwear is
described as the lightest and one of the most supportive materials, which reduces
waste through the one-piece knitted upper construction. Issey Miyake, on the other
hand, refined his pleating techniques on 1988. A revolutionary technique was
developed through which pleats are applied after the fabric is cut and sewn. Since
1999, Pleats Please Issey Miyake and other collections have been developed based
on the A-POC method. A-POC, A piece of cloth, is a manufacturing method, which
uses computer technology to create clothing from a single piece of thread in a single
process. A-POC collection uses compute-enabled manufacturing to produce knitted
or woven continuous tubes of fabric that could be cut into the desired silhouette by
the consumer by following an outline, which indicates embedded layers already
woven or knitted into the fabric. In this way, material waste is reduced in pro-
duction while custom-made clothing is enabled. Thus, technological developments
are indeed needed to embed in luxury production to help substantially reduce the
environmental footprint.

5.4 Increase Longevity

The number of ‘wash and wear’ cycles the clothing goes through before its disposal
is an important determinant. To this end, reductions in the number of wash and
wear cycles for clothing could significantly lower the dominance of use-phase
emissions. Furthermore, longevity of fashion items could lead to substantial
emission reductions. If cloths have a longer usable life, the need to replace them
could be lower, which could lead to reduction in the volumes discarded, subse-
quently resources consumed in the manufacturing could be fewer. Thus, it could be
hypothesized that the provision of high quality and longevity could pose a great
opportunity toward emission reduction associated with clothing over its life cycle.
Research shows that extending the average life of clothes by just nine months could
save €6.5 billion in resources utilized to supply, wash and dispose of clothing.
Similarly, 33% longer lifetime of clothing, equivalent to 9 months, could save up to
10 MtCO2-e carbon, and 400,000 tonnes of waste (WRAP 2012). It was agreed that
the cut is the single most design important factor in extending a garment’s life
expectancy, and there are several cuts identified that could potentially increase the
lifespan. In this sense, tailored pieces could last longer. Thus, high-end fashion
products embodying classic styles with superior technical performance will tend to
be longer lasting. Luxury apparels, on the other hand, make extensive use of luxury
fibres—such as silk, fine wools and cashmere—, luxury fabrics—such as velvet,
sating, taffeta, chiffon, crepe, organza, lace, and tulles—, elegant fabric designs and
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advanced textile technologies. Laser cutting, digital embroidery, and various
technologies are applied to create highly technical yet desirable fabrics for luxury
products. Yet, it must be stressed that these delicate fabrics are more vulnerable to
damage during production and wear. Therefore, designers and material suppliers
should always be in coordination for longer lifespan of the garments.

6 Conclusion

Luxury fashion inspires and pursues quality, longevity and exclusivity. Luxury has
been established based on moral values and it is about having the very best. To this
end, products causing environmental or social damage would not be considered the
best by affluent consumers. What a luxury brand does today will be part of its
heritage in fifty years. It must be noted that a luxury company’s heritage from the
19th century will not remain the same, but it will be interpreted on the basis of
contemporary values and the company’s activities during the upcoming centuries. It
is known that the world is experiencing a dark moment in terms of natural scarcity,
social inequality and cultural shifts. However, luxury could create a better value for
a holistic ecology by fulfilling societal and environmental needs. While quality is an
essential success factor, a long history and heritage could further strengthen sus-
tainability values. Sustainability cannot be secured without a joint effort throughout
the chain. From cleaner production to responsible sourcing and conscious con-
sumption, a long-term perspective should be embarked. Verifiable information on
social and environmental performance should be further demanded throughout the
entire value chain. Sustainable luxury could accordingly lead to a reduction in
resource consumption while authentically improving quality, and durability.

Motivating current and potential suppliers on the significance of integrating
sustainability into their management strategies is as equally important as deciding
where to source or to produce garments. Influencing suppliers to create a sustain-
able SC requires commitment from both buyers and sellers. Therefore, a high level
of commitment, communication, trust and sincere interest in encouraging and
monitoring suppliers for sustainability management practices are required.
Unfortunately, the fashion and apparel industry does not have a good track record
of establishing long term relationships within supply chains. Suppliers indicate that
buyers consider low cost a priority over building long-term and deeper relationships
(Quinn 2008). But the way purchasing practices could have major impacts. When a
buying firm employs aggressive price negotiations, short notice periods and late
changes in the order, suppliers get negatively affected. When a buying firm cuts the
production costs as a way to run a more lucrative business, most often suppliers are
forced to ask for a lower price. However, this problem is often passed upstream.
Consequently, unfair wages are paid to workers toward the end of the chain. Poor
production planning and control requires more flexibility, which results in,
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excessive and even forced overtime performed by the workers. Nevertheless, such
issues bring further and hidden problems, such as hidden subcontractors. For
example, to keep costs down, a supplier might opt to sub-contract part of the order
to another factory where standards could be much lower. In this case, buying firm,
which placed the initial order, could not be even uninformed. Thus, last minute
changes or unexpected modifications in the order could lead to dramatic conse-
quences. Alignment of ethical strategies must be established and incentives must be
provided to improve working conditions. Thus, an integrative business model is
needed to link design, procurement, production and distribution with a better
configuration of ethical practices in luxury fashion SCs.

Companies must move beyond the low hanging fruit philosophy, and therefore
an inspection is needed to mitigate negative impacts and further integrate sustain-
ability into critical issues such as SC configuration and design principles. To that
end, significant resources are needed to implement radical changes in operational
practices and to reengineer existing luxury fashion SCs. Embedding sustainability
into every business decision could secure an economic stability while bringing
positive organizational and operational outcomes. Sustainability integration could
help companies get prepared for potential risks, act on opportunities and generate
more value for its stakeholders. Sustainability could thus improve financial return in
many ways, such as preventing brand damage, preserving ‘license to operate’,
increasing operational efficiency and fostering ethical and environmental niche in
the market. Further, effective occupational health and safety policies could help
identify workplace risks so that potential negative impacts could be reduced and
eliminated. Not only can injuries be reduced, but also absenteeism could be low-
ered. Undoubtedly, upstream suppliers take a dynamic stance to support buying
fashion firms to change their inbound logistics processes. Internal sustainability
practices are antecedents for external collaboration and SCs are therefore instru-
mental in complementing sustainability management capabilities of downstream
partners by providing sustainable inputs and facilitating prevention processes.

Both industry and academia recently point out that multinational luxury fashion
companies seek ways to reinforce their relationships with their SCs to achieve
results, which will go beyond cost reduction. When companies establish stronger
ties within their stakeholders, actors of SCs could better comprehend how the
company functions and could contemplate on the direction the company might take
in the future. This could enable working on innovative products with a better
understanding of the societal expectations. On the contrary, when a relationship is
weak, only temporal improvements could be achieved. Even though a supplier
complies with its buying firm’s code of conduct, if there is no real commitment for
a managerial change the effort will likely dissipate. It is fundamental to embed
sustainability into all stages of SCs, and in particular in the design process at macro
and micro levels. Therefore, a new design thinking in luxury fashion to formulate
innovative yet sustainable strategies must be considered pivotal.
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Sustainable Luxury in Hotels and Resorts:
Is It Possible?

Gianna Moscardo

Abstract The increasing affluence of countries such as India, China and Brazil
supports a growing global middle class interested in travel, consumption and luxury
purchases. This trend presents some serious challenges for addressing a range of
sustainability issues in tourism. Rising awareness of these sustainability issues has
resulted in a number of luxury brands and businesses adopting sustainability
practices. This paper begins by describing this response in tourism using an
approach adapted from general sustainability analysis, the Drivers, Pressures, State,
Impacts, and Responses (DPSIR) framework to understand the context for the
development of the concept of sustainable luxury tourism. It then examines three
cases of sustainable luxury tourism experiences exploring the extent and nature of
the sustainability strategies adopted. This analysis particularly examines the
trade-offs required between luxury and sustainability. Overall the results suggest
that while it is possible to improve the overall environmental and social perfor-
mance of luxury tourism there are a number of ongoing tensions between sus-
tainability and luxury that create difficulties for the management of this form of
tourism. This conclusion has important consequences for the sustainability of
international tourism overall given its growing dependence on outbound travel from
these emerging economies.

Keywords Luxury tourism � Sustainability � DPSIR

1 Introduction

This paper critically examines the concept of sustainable luxury tourism and seeks
to address the question of whether such a phenomenon is possible. Although many
seem to have assumed that there is such a thing as sustainable tourism, there
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continues to be a debate about the validity of describing tourism as sustainable
(Lansing and de Vries 2007). One perspective on this debate is provided by pro-
ponents of sustainable tourism who take for granted that it is possible to manage the
negative impacts of tourism in such a way that this activity could be reasonably
described as sustainable (Stabler 1997). Another perspective comes from those who
think that while it is possible under certain, prescribed circumstances for tourism to
make a contribution to sustainability in destination region, it is not possible to judge
tourism as either sustainable or unsustainable (see Butler 1999 and Wall 1997).
A third perspective argues that tourism can never be truly sustainable because it
relies on non-essential consumption and inequality between hosts and guests in
many locations (Lansing and de Vries 2007).

There are four main criticisms of the assumption that sustainable tourism is
possible. Firstly, it is argued that discussions of sustainable tourism typically focus
only on alleviating the negative impacts on the destination and do not consider
impacts throughout the whole tourism system. Moscardo (2009) provides an
example of this problem in an analysis of discussions of sustainable tourism and the
Great Barrier Reef. In this case climate change was identified as a major threat to
this environment but little consideration was given in discussions of sustainable
tourism in this destination to the role that the long-haul travel undertaken by tourists
to get to the destination might play in this threat. Secondly, there is often an
assumption that some form of tourism is sustainable and the possibility that no
tourism might be sustainable is rarely, if ever considered (Moscardo 2008; Sharpley
2000). Thirdly, discussions of sustainable tourism are typically driven by consid-
erations of what markets want rather than what the destination needs (Moscardo
2008; Saarinen 2006). Finally, there is the issue that tourism in any form is still a
form of unnecessary consumption. For many authors unnecessary consumption is at
core of the current unsustainable economic system (Grigsby 2004).

Similar arguments have been made about the concept of sustainable luxury.
There are those that assume that changes to the production and use of luxury goods
can minimise negative impacts and thus support their sustainability (Bendell and
Kelanthous 2007). Others believe that sustainable luxury is not possible, either
because it depends upon unnecessary consumption and social inequality (Husic and
Cicic 2009), or because the markets for luxury goods are unlikely to accept the
changes necessary to minimise negative impacts (Mastrelli 2007).

Given that there are a number of forces encouraging growth in luxury tourism
and that there is an increasing number of companies claiming to provide sustainable
luxury tourism opportunities, it seems timely to critically examine this concept.
This paper will use a framework adapted from the Drivers, Pressures, State, Impacts
and Responses (DPSIR) approach to both describe the context in which sustainable
luxury tourism exists and to outline the pressures contributing to the increased
adoption of sustainability strategies by luxury tourism providers. According to
Svarstad et al. (2008, p. 119) the DPSIR “is a widely accepted and commonly used
framework for interdisciplinary indicator development, system and model con-
ceptualization, and the structuring of integrated research programmes and assess-
ments”. The paper will then critically examine the integration of sustainability and
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luxury in three examples of self-labelled sustainable luxury tourism—Soneva Fushi
Resort in the Maldives, Hotel Su Gologone in Sardinia, Italy, and Camp Okavango
in Botswana.

2 Defining the Key Terms

While definitions of both the key terms of sustainability and luxury are subject to
considerable debate and multiple definitions of each are available, there is greater
consensus around the key features of sustainability than of luxury. The emrgnc
website (EMRGNC 2003), for example, lists more than 100 definitions of sus-
tainability and the related term sustainable development. A content analysis of these
100 definitions (Moscardo 2012) reveals a number of common and recurring
themes including:

• The need to include environmental, economic and human or social issues in
sustainability;

• Taking a long term or future orientation to decision-making;
• The importance of recognising generational equity and social justice issues as

central to sustainability concerns;
• Recognising that individual and business actions take place within complex

systems and require systems analysis and system thinking; and
• Awareness that consumption based on global disparities in wealth and power are

at the core of sustainability issues.

In addition to these themes, discussions of sustainability definitions also high-
light the distinction between strong and weak sustainability. One approach to this
distinction is based on the idea of balancing multiple forms of capital such as
natural, financial, human, and social to achieve sustainability (Lehtonen 2004).
Within this approach a weak sustainability perspective is one that considers all
forms of capital as equal, while a strong sustainability perspective recognises the
critical importance of natural capital for human survival and that it cannot be
substituted or replaced easily (Dietz and Neumayer 2007). An alternative view of
weak and strong sustainability suggests that a weak sustainability approach is one
that assumes that economic growth with only limited change to the current system
is compatible with moving towards sustainability, while a strong approach requires
fundamental change in the current economic and consumption system (Davison
2001).

For the purpose of this paper tourism can be seen as contributing to sustainability
only if it is developed and managed in such a way as to address the issues raised in
the previous sections. This paper also takes a strong sustainability perspective in
that it recognises that natural capital cannot be replaced by other forms of capital
and must be maintained or enhanced (Lawn 2012). In terms of the second per-
spective on weak and strong sustainability this paper is on the stronger side of the
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continuum suggesting that economic growth should not be the primary or sole goal
of development and that considerable change may be needed in the nature of
consumption to achieve sustainability. This paper does not, however, take the most
extreme stance that all unnecessary consumption must be eliminated, because this is
judged by the author to be very unlikely to happen in the short to medium term
future.

The concept of luxury is more difficult to define than sustainability with several
very different definitional approaches and a number of issues that need to be
addressed. Firstly it is important to recognise a difference between luxury as a
general concept—where one might say that luxury is having a little time to relax
and read in a busy day—and luxury in the context of specific products and services
(Beverland 2004). In the broadest sense luxury is associated with anything that is
not essential, with something indulgent and with extravagance (Tynan et al. 2010).
In the more focussed context of goods and services luxury includes a number of
additional characteristics. These include high prices, exclusivity, iconic brands,
perceptions of comfort, quality, uniqueness and scarcity, associations with prestige,
affluence and high social status, conspicuous consumption, aspiration, personalised
and intensive service, controlled distribution, and authenticity (Beverland 2004;
Husic and Cicic 2009; Keller 2009; Tynan et al. 2010). As can be seen, the list
includes some objective characteristics such as price, some consumer perceptions
such as quality and rarity, some experiential dimensions such as service and
comfort, and some consumer motivations such as conspicuous consumption. This
range creates some conflict in discussions of luxury definitions. For example, some
authors distinguish between old or true luxury, the very top tier in terms of expense
and scarcity, and new luxury, less expensive, more experiential and more accessible
(Tynan et al. 2010). This new luxury exists as part of the trend towards the
democratization of luxury, with a range of luxury brands providing goods and
services for a wider range of consumers (Husic and Cicic 2009; Tynan et al. 2010).

This paper will adopt the definition of luxury consumption provided by Tynan
et al. (2010) that combines the characteristics of the main approaches to luxury
definitions. In this context luxury consumption will be defined as goods and ser-
vices that “are high quality, expensive and non-essential products and services that
appear to be rare, exclusive, prestigious, and authentic and offer high levels of
symbolic and emotional/hedonic values through customer experiences” (p. 1158).
The symbolic and hedonic values include comfort and social status connected to
conspicuous consumption. Luxury tourism can therefore be defined as tourism
products and services that are promoted as, and perceived by tourists to be, asso-
ciated with the characteristics included in the definition of luxury with the exception
of high price. Price is a little more complicated in the case of luxury tourism as there
exists the possibility that tourists can experience travel products and services that
would be luxury in their countries for considerably less cost when they travel to
destinations where lower wages and standards of living allow for the provision of
luxury at a cheaper price.
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3 Understanding the Context for the Rise of Sustainable
Luxury Tourism—A DPSIR Approach

The DPSIR is an analytic approach for describing and analysing systems that are
connected to various sustainability issues developed from earlier simpler
pressure-state-response (PSR) approaches (Niemeijer and de Groot 2008). It is most
commonly used to map out major aspects of human-environment systems to identify
sustainability indicators that can then be used to assess and monitor either places,
such as islands or coastal wetlands, or specific sustainability issues such as water
usage or biodiversity (Svarstad et al. 2008). It can also be used to evaluate sus-
tainability of specific issues or development options (Omann et al. 2009). The key
elements and relationships of the approach are described in Fig. 1. It has been
suggested that the DPSIR approach has been underutilized in tourism and could be a
tool to support more critical thinking about sustainability in this sector (Rempel
2012). This paper adapts and uses the DPSIR approach following guidelines pro-
vided by Niemeijer and de Groot (2008) and the approach taken by Omann et al.
(2009), to provide and explain the context within which sustainable luxury tourism
has emerged. The following sections therefore examine the available relevant lit-
erature in terms of drivers, pressures, states, impacts, and sustainable luxury tourism
as a response.

3.1 Drivers

A review of the literature on luxury consumption in general and luxury tourism in
particular suggests three related key drivers:

• Economic growth in the emerging economies of countries such as China, India,
Russia, Brazil, and Saudi Arabia resulting in a larger andmore affluentmiddle class;

DRIVERS
Social, economic and institutional trends 

that influence human actions

PRESSURES
Specific activities resulting from 

drivers

STATE
Of the place or issue of 

interestIMPACTS
Consequences of activities 

RESPONSES
Reactions to the impacts

Fig. 1 Overview of the DPSIR approach
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• The democratization of luxury; and
• The use of tourism, especially luxury tourism, as a regional economic devel-

opment strategy by many governments.

There is considerable discussion in a number of areas about the rising affluence
and economic power of these emerging economies (Court and Narasimhan 2010).
These discussions often focus on the implications of a rapidly expanding middle
class with a strong interest in both international travel and leisure retail spending
(Kharas 2010). It is estimated, for example, that there are 50 million middle class
households in India and 157 million in China (Kharas 2010). International travel is
very attractive to these people, with international travel statistics revealing a con-
tinuing trend of high growth in outbound travel from these countries. According to
the UNWTO (2015) China is now the largest source of international travellers in the
world with double digit growth every year since 2004. China is now the largest
source of international tourism expenditure at 292 US$billion, more than double
that of the next country on the list, the USA. Russia is fifth in terms of international
tourism expenditure ahead of countries like France and Canada, and Brazil is tenth.
After China, the fastest growing sources of international tourists include India,
countries from the Middle East such as Saudi Arabia and Qatar, and other Asian
emerging economies such as Thailand (UNWTO 2015).

These global economic trends and the rapid rise of the middle class in BRIC
countries drives not only growth in tourism but in luxury tourism as these con-
sumers have also been identified as having high levels of interest in luxury con-
sumption. Zhan and He (2012) claim that Asian consumers, especially middle class
consumers in China and Japan, are particularly interested in luxury goods,
accounting for 25% of the global market for luxury goods. Wiedmann et al. (2007)
extend this argument providing evidence of increasing demand for luxury goods in
a number of countries including parts of the former USSR, as well as Asia and
Central and South America. This general interest in luxury is also evident in tourism
(Yeoman and McMahon-Beattie 2006). Mohsin and Lockyer (2010), for example,
argue that there has been significant growth in domestic demand for luxury hotels in
India, while Park and Reisinger (2009) report high demand for luxury shopping as a
critical part of tourism experiences for travellers from Asia.

This is a factor also connected to the second key driver—the democratization of
luxury. The luxury democratization process has two main components—changes in
luxury product availability and distribution and changes in consumer interest in
luxury purchases (Kapferer and Bastien 2009). Many luxury brands have developed
a number of strategies to increase their sales and market sizes. One such strategy is
to develop additional related, but cheaper brands. Roberto Cavalli’s Just Cavalli
brand and Alexander McQueen’s McQ lines are examples of this strategy. A second
strategy is to expand the brand into related products and services. Armani, for
example, has expanded from haute couture into ready to wear clothing as well as
cosmetics, accessories, and homewares. A third strategy is to make luxury products
more available through partnerships with department stores and other chains. This
means that consumers can now more easily combine luxury and non-luxury
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purchases as part of their regular shopping. This encourages acceptance of more
frequent indulgence in extravagant purchases and makes consumers comfortable
with luxury products and services, and in turn this encourages more luxury con-
sumption, including travel.

The democratization of luxury involves the creation of two types of luxury
consumption—the more expensive and exclusive options sometimes referred to as
traditional luxury, and the more widely available and less expensive versions,
which are sometimes referred to as new luxury. There is, however, some confusion
in the use of the label new luxury with some authors using it to refer to a shift in all
luxury consumption towards greater interest in experiences rather than products
(Yeoman and McMahon-Beattie 2006).

The third key driver identified for luxury tourism is that of government tourism
development policies. A number of countries including China, Mexico and island
nations have explicitly chosen to pursue luxury tourism as a development strategy
(Scheyvens 2007; Brenner and Aguilar 2002; Wang and Wall 2007). Arguments for
such policies include:

• A belief that luxury tourism is the best match for the interest of the fastest
growing tourism markets;

• An expectation that this will attract higher spending tourists, which will support
greater economic benefits for the local destination (Gulette 2007); and

• A desire to promote a more positive destination (Wang and Wall 2007).

3.2 Pressures

These three driving forces contribute to both overall tourism growth and increasing
luxury tourism opportunities. This section will examine what these drivers
encourage in terms of the nature of luxury tourism products and services. The
section begins by examining models of, and research into, luxury consumption on
general. A consistent conclusion in the existing literature on luxury consumption is
that there exist several different clusters of motivations for this behaviour and these
combine with consumer characteristics to produce different patterns or styles of
luxury consumption. One common approach to organising motives is provided by
Wiedmann et al. (2009) who classified luxury consumption motivations into five
groups: price/cost; functional values including usability, uniqueness and quality;
social values including conspicuous consumption, status seeking and prestige;
individual or personal values such a hedonism or self-indulgence and materialism;
and self-identity as a person of taste or as a connoisseur. A similar approach can be
found in the work of Husic and Cicic (2009) who describe five groups of motives
including those linked to Veblen’s view that luxury is about conspicuous con-
sumption, social status and prestige; luxury as a reflection of snobbery where the
critical element is exclusivity and uniqueness; the bandwagon effect where luxury
consumption is driven by an interest in being fashionable and linked to iconic
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brands; perfectionism where the emphasis is on perceived quality; and hedonism,
which is focussed on indulgence, self-reward and comfort.

A number of studies have identified luxury market segments by the different
levels of importance placed on these different types of motives. Mo and Roux
(2009), for example, identified four luxury market segments. The first were those
interested in indulgence and hedonism, the second were interested in social con-
formity combining aspects of conspicuous consumption and fashion, the third
segment combined conspicuous consumption with snobbery, and the fourth group
were focussed on quality and value as luxury drivers. A similar model is provided
by Berthon et al. (2009) who combined different motives by with personal char-
acteristics and experience to suggest four types of luxury consumption including:

• Evanescent conspicuous consumption—pursued by novice consumers aspiring
to higher social status and influenced by fashion with an emphasis on social
motives and iconic brands;

• Commercial conspicuous consumption—pursued by novice consumers with
individual motivations and an emphasis on exclusivity;

• Ephemeral aesthetic consumption—pursued by expert consumers with a desire
to be seen as experts or connoisseurs; and

• Classic aesthetic possession—pursued by expert consumers interested in beauty,
perfection and endurance.

Other research has examined differences in luxury motivation linked to con-
sumer characteristics such culture, age, wealth and luxury experience. Studies of
Chinese luxury consumers consistently report a greater emphasis on the use of
luxury purchases to signal social status and generate prestige (Zhan and He 2012;
Bian and Forsythe 2012; Mo and Roux 2009). In addition there is evidence that
luxury as conspicuous consumption to generate social status and prestige is more
likely in newly affluent consumers (Atwal and Williams 2009). These results
suggest that the emerging middle classes in BRIC countries are more likely to be
interested in the conspicuous consumption and social status aspects of luxury.

The discussions of growth in luxury consumption and the emerging middle class
in BRIC nations also highlight the importance of travel to these consumers with
growth in demand for both luxury travel options and shopping for luxury goods as a
key travel activity (Park and Reisinger 2009). As the use of luxury as a tourism
development tool and demand for luxury tourism grows, research investigating
luxury tourism consumption has begun to emerge. Moscardo and Benckendorff
(2010), for example, analysed tourist reviews of luxury accommodations and found
that overall tourists linked luxury to the provision of facilities such as large baths
and rooms, hotel appearance and furnishings, comfort, privileged access to special
locations, privacy, and high levels of personal service. Similar features have been
listed in other papers suggesting that luxury tourism is associated with exclusivity,
privileged access, intensive and extensive service, privacy, spacious personal
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facilities, quality in facility appearance, furnishings and service attributes such as
food and dining options, comfort, and uniqueness (Ahn and Pearce 2013; Mohsin
and Lockyer 2010).

3.3 State

These characteristics raise some serious questions for tourism businesses facing the
challenge of moving towards greater sustainability. While it is not possible to
provide a detailed assessment of the state of the global environment, it is possible to
highlight some major areas of concern and examine the connection between these
and luxury tourism. According to Ronchi et al. (2002), the three main challenges for
achieving global sustainability are, managing resource use, limiting negative
environmental impacts and achieving justice and equity in socio-economic devel-
opment. Table 1 lists some of the key problems under each of these categories

Table 1 Global sustainability problems and characteristics of luxury tourism

Problem Related human actions Common luxury tourism
characteristics

Managing resource use
• Rapid decline in
non-renewable energy
sources

• Excessive and inefficient
use of freshwater

• Use of arable land for other
forms of development

Continued reliance on
non-renewable energy in
general and in particular for
comfort and convenience
Excessive use of freshwater
for comfort and convenience
Development of arable land
for residential and other
commercial activities—
inefficient use of space

High usage of energy for
features such as
air-conditioning and
refrigeration of luxury food
and beverage
High levels of freshwater
consumption in swimming
pools, baths and showers
Large spaces for both
individual accommodations
and for whole properties to
provide privacy and
exclusive access

Environmental problems
• Carbon gas emissions and
climate change

• Water, air and ground
pollution

• Waste disposal
• Habitat destruction and
bio-diversity loss

Use of inefficient and carbon
based fuels
Pollution and waste
generated from production
and usage associated with
extensive consumption of
non-essential goods and
services
Destruction of habitat to
support production

Long distance travel to reach
many locations involving
large carbon emissions
Habitat damage for building
Provision of seafood in
dining
Larger waste issues
associated with more
intensive consumption
Chemicals associated with
cleaning and cosmetics
provided

(continued)
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linking them to human actions. A number of authors provide reviews of the rela-
tionships between tourism and these global sustainability problems highlighting
tourism as a significant contributor to negative impacts in these areas (Buckley
2012; Dolnicar and Leisch 2008; Hall 2010; Weaver 2014).

Table 1 also links these sustainability problems to the common characteristics of
luxury tourism sought by consumers. There is evidence that luxury tourism is
associated with significantly higher levels of energy and water consumption, carbon
emissions and waste production than other forms of tourism and/or residential use
(Hadjikakou et al. 2015; Robbins and Gaczorek 2015). Lansing and de Vries (2007)
provide examples where luxury tourist demands conflict with the actions required
for sustainability including the use of large amounts of freshwater in luxury resort
swimming pools in locations where local residents have very limited access to
freshwater for basic daily needs, low wages paid to resort workers, and high levels
of economic leakage from common luxury resort models. Ryan and Stewart (2009)
in an analysis of a specific luxury eco-tourism option raise similar issues about the
use of freshwater in swimming pools in desert climates and the difficulties in
reconciling the expectations of luxury tourism consumers with sustainability
objectives.

Table 1 (continued)

Problem Related human actions Common luxury tourism
characteristics

Equity in socio-economic
development
• Exploitation of lower
standards of living to
support cheaper production
of goods and services for
consumption elsewhere

• Poor working conditions
include lower pay and
limited training

• Economic leakage from
foreign owned businesses

• Limited distribution of
economic activities to local
community

• Loss of local culture
• Asymmetry in ownership
of key resources increasing
local dependency and
vulnerability

Globalisation of the
economy where cheaper
production costs in the
global South allow for
increased consumption in the
global North
Reliance on post-colonial
models of development

Often provide luxury
tourism opportunities in
countries with lower
standards of living because
of cheaper wages and land
prices
Multinational or foreign
ownership, the need to
import goods to support
luxury tourist expectations
and to use non-local staff and
managers to meet
international luxury tourism
standards support high
economic leakage and
limited benefits for local
communities
Destruction or
commodification of local
culture

Sources Esty and Winston (2009), Moscardo (2012), Lansing and De Vries (2007), Ronchi et al.
(2002)
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3.4 Impacts

This very brief review of the state of the global environment suggests that luxury
tourism is likely to have significant negative impacts both on the visited destination
and more broadly through the global nature of the tourism distribution system. Not
surprisingly there is considerable discussion of tourism and sustainability and
pressure from consumers, NGOs and governments to adopt more sustainable
practices. This results in two important impacts of relevance to the present dis-
cussion. The first is pressure on luxury tourism businesses to adopt sustainability
initiatives and actions (Butler 2008).

The second impact has been an increased focus in tourism development regu-
lation on creating and managing all tourism businesses to be more environmentally
responsible. In many remote and/or peripheral regions there is a trend towards
limiting the size of tours and resorts, requiring self-sufficiency in energy and water
usage, more effective and green waste management systems, and the use of sus-
tainable building products and methods. These requirements can substantially
increase the cost of starting and running tourism businesses which encourages many
operators to adopt luxury tourism as a business model (Ryan and Stewart 2009). As
a result there is now considerable overlap in many locations between eco-tourism
and luxury tourism.

3.5 Sustainable Luxury Tourism as a Response

Figure 2 maps out the elements and relationships discussed in the previous sections
as a total DPSIR cycle. This figure demonstrates how this system supports the rise
of the concept of sustainable luxury tourism as a response to growing demand for
luxury tourism coupled with increasing concerns about global sustainability.
Proponents of the concept of sustainable luxury in general (Hennigs et al. 2013) and
sustainable luxury tourism in particular (Ahn and Pearce 2013; Weinstein 2010)
argue that it is possible to redesign and alter key aspects of luxury to limit negative
impacts. Further, it is argued that luxury consumers are increasingly aware of, and
concerned about, sustainability issues and so are actively seeking more responsible
luxury options (Bendell and Kelanthous 2007). Related to this claim is the argu-
ment that luxury consumption is shifting from social to individual motives with a
greater emphasis on unique experiences (Yeoman and McMahon-Beattie 2006).
These arguments together are taken to suggest that luxury tourists may be prepared
to accept changes in the key characteristics of the luxury tourism experience if they
are linked to less negative impacts and they may accept less in the way of comfort,
indulgence and tangible facilities in exchange for more engaging experiences
(Moscardo and Benckendorff 2010).

An alternative argument is that luxury and sustainability are incompatible
(Beckham and Voyer 2014). The available evidence supports this case with
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research reporting that luxury consumers do not link luxury with sustainability
(Kapferer and Michaut-Denizeau 2014; Beckham and Voyer 2014), have negative
attitudes towards the inclusion of sustainability elements in luxury goods (Achabou
and Dekhili 2013) and do not use sustainability as a decision criteria in luxury
purchases (Joy et al. 2012; Davies et al. 2012).

Preliminary research into tourism enterprises promoted as offering sustainable
luxury tourism provides similar results. Moscardo and Benckendorff’s (2010) study
of tourist perspectives on luxury accommodation concluded that overall few tourists
made any positive links between luxury and sustainability, with the exception of
some who chose speciality forms of luxury accommodation such as historic inns or
high-end bed and breakfast options. In a similar netnographic study of tourist
reviews of two luxury Soneva resorts, Robbins and Gaczorek (2015) reported that
few guests had clear ideas of sustainability in this context and most were focussed
on the luxury elements of their stay rather than the sustainability of the resort. While
very few reviews were negative, Robbins and Gaczorek (2015) reported that a
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BRIC nations
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Fig. 2 The DPSIR analysis of sustainable luxury tourism
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perception that the sustainability strategies diminished the luxury aspects of the
experience was a source of concern for some tourists.

Research evaluating the actual sustainability performance of luxury tourism
businesses claiming to be sustainable also raises some challenges. Robbins and
Gaczorek (2015), for example, noted that while the environmental performance of
the two Soneva resorts studied was better than that of other luxury tourism offer-
ings, resources use and waste production for guests was still much higher than that
of local residents. Research into the environmental performance of luxury resorts in
the Seychelles, French Polynesia and the Maldives reported that few had adopted
sustainability strategies and those that had were generally reluctant to choose
strategies that limited the comfort or activities of their guests (de-Miguel-Molina
et al. 2014). Finally a sustainability assessment of a luxury resort with corporate
social and environmental responsibility programs in the Dominican Republic found
mixed results with positive performance in some environmental and economic
areas, but less success in social issues (Sasidharan and Hall 2012).

4 Exploring Tensions Within the Concept of Sustainable
Luxury Tourism

The existing literature reveals contradictory positions about the validity and
potential of the concept of sustainable luxury tourism and several authors have
suggested that attempts to introduce sustainability into luxury will create tensions
that need to be both acknowledged and understood (Melissen et al. 2016). This is
especially important given that the DPSIR analysis clearly shows increasing pres-
sure on tourism businesses to both offer luxury and to manage sustainability. One
way to explore these tensions and potential challenges in managing sustainable
luxury tourism is through examination and comparison of case studies that provide
different approaches to the concept of sustainable luxury tourism (Eisenhardt and
Graebner 2007). The following sections report on such a study analysing three
contrasting cases of sustainable luxury tourist accommodation—the Soneva Fushi
resort in the Maldives, the Su Gologone hotel located in central Sardinia, and Desert
Delta Safari’s Camp Okavango in Botswana.

Each case chosen met the criteria of being actively promoted as sustainable luxury
either by business or others in the tourism distribution system and/or having sus-
tainability accreditation or recognition through awards. Soneva Fushi resort is part of
group of hotels distinguished by their adherence to and promotion of the concept of
“intelligent luxury”. This phrase refers to the combination of sustainable, local,
organic, wellness, learning, fun experiences with luxury (http://www.soneva.com/
slow-life). This attempt to integrate sustainability and luxury is often cited as a leading
example of successful sustainable luxury tourism (Ip-Soo-Ching and Veerapa 2013;
Scheyvens 2011;Robbins andGaczorek 2015). The SuGologone ExperienceHotel is
amember of the Splendia Luxury andCharacter Hotels, Chic Retreats Small Boutique
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Hotels and Luxury Villas (http://www.sugologone.it/en/) and has won a Conde Nast
excellence award in 2014 for the best sustainable hospitality and corporate respon-
sibility in Europe and the Mediterranean (http://www.johansens.com/inspiration/
conde-nast-johansens-awards-for-excellence-winners-europe-and-mediterranean). It
is included in a number of lists of sustainable hotels (http://italysustainabletravel.
blogspot.com.au/2013/01/hotel-su-gologone.html, http://firstclass-holidays.org/en/
green-luxury.html?attr[]=63) and has been part of several European Union sustain-
ability programs. http://ec.europa.eu/environment/life/project/Projects/index.cfm?
fuseaction=home.showFile&rep=file&fil=LIFE04_ENV_FR_000340_LAYMAN.
pdf). The third case, Camp Okavango, has also been recognised by Conde Naste as a
luxury tourism option in Botswana (http://www.luxurytravelmagazine.com/news-
articles/botswana-safari-camps-make-cond-nast-traveler-gold-list-2014.php), has
Green+ Tourism certification, and advertises an extensive range of sustainability
initiatives and programs. Table 2 provides a summary description of each case against
the key characteristics of luxury tourism described in the earlier sections. In addition
to meeting the criteria of being an example of sustainable luxury tourism, the three
cases were chosen because they were very different in terms of location, style, and the
type of tourists likely to visit them.

The overall aim of the case study analysis was to explore the sustainability
strategies adopted in each location and how tourists respond to both these sus-
tainability programs and the overall luxury experience provided, in order to identify
tensions and challenges to the integration of sustainability and luxury. It was not the
aim of the case study analysis to provide a systematic sustainability assessment of
each place, but rather to explore patterns in the areas that they chose to address in
their sustainability programs and how their guests respond to these, if at all. The
case analysis was based on examinations of websites, both the official websites of
the three locations and other travel websites, news articles, available documents and
annual reports, relevant academic papers where available, tourist reviews on trip
advisor and in two cases, Su Gologone and Camp Okavango, personal site visits by
the researcher.

Table 3 provides an overview of the sustainability initiatives associated with the
case organised into the areas of impacts identified in the DPSIR analysis—energy
and water usage, carbon emissions, habitat damage and biodiversity, pollution and
waste disposal, employment conditions, economic leakage, local employment and
financial support for local business, support for local culture and communities,
issues of inequality and encouraging sustainability beyond the tourist experience. It
is important to note that the strategies presented in Table 3 reflect the extent to
which each business provides publicly available information in English and this
varied considerably between the cases. It is likely that the table underestimates the
range and extent of the strategies for Su Gologone. Even with this note of caution it
is clear that the most comprehensive set of sustainability strategies and actions are
those of Soneva Fushi, which is consistent with its profile as a leader in this area.
Esty and Winston (2009) warn against setting unrealistic expectations for sustain-
ability performance for businesses. It is easy to overlook significant advances when
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Table 2 Key luxury characteristics of the three cases

Characteristic Soneva Fushi Resort Su Gologone Camp Okavango

Advertised
room rate for 2
people per
night in April
2016
Average local
monthly wage
(average US
monthly wage
is USD$3263)

USD$2985
USD$543

USD$203
USD$1322

USD$1146
USD$616

Star rating and
description in
TripAdvisor

5 star luxury 4 star luxury 4 star luxury

Exclusivity 57 villas 68 rooms 12 safari style
tents/suites for
maximum of 24 guests

Privileged
access to
special
locations

Situated on a private
island
A jewel of an island—
large by Maldives
standards—with perfect
beaches, a vibrant reef
encircling the island, a
colony of nesting turtles
and its very own world
class observatory.
Located in the Baa
Atoll, Maldives’ only
UNESCO World
Biosphere Reserve

Located in Supramonte
in the mountains in
Northern Sardinia close
to the Gulf of Orosie
and Gennergentu
National Park and
within walking distance
of the archaeological
site of the Su Gologone
Spring

Camp Okavango sits at
the heart of the
Okavango Delta on
Nxaragha Island
providing access to the
wildlife and
environment of the
Okavango Delta

Extensive and
intensive levels
of services

In each of these
memorable domains, a
butler called Mr. or Ms.
Friday from the classic
island explorer’s tale
Robinson Crusoe will
attend to your needs
and assist with your
holiday desires
Multiple communal
spaces, restaurants, bars
and leisure facilities

The charm of this
country hotel
resides all in its unique
blend of suggestive
atmosphere, quality
service, comfort and
tradition
Multiple communal
spaces, restaurants, bars
and leisure facilities

Their exquisite
attention to detail,
outstanding
personalized service,
and respect for the
surrounding
environment blend to
create an outstanding
guest experience on
safari

Privacy Each room is its own
villa, many with own
swimming pool, located
separately from others
“Accommodations look
upon the Indian Ocean

Each room has a private
outdoor space whether
it is an outdoor
courtyard or balcony
with some including

Each of the guest suites
have been built on
individual raised
wooden platforms and
set beneath the thick
Okavango Delta

(continued)
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Table 2 (continued)

Characteristic Soneva Fushi Resort Su Gologone Camp Okavango

from their own natural
sandbox,… Thirteen
encompass private
seawater swimming
pools too”

and additional outdoor
bath tub

vegetation. The en-suite
bathrooms have double
vanities, double shower
and a separate water
closet (with a view).
The stack away sliding
doors open onto a
private open-air
viewing deck offering
beautiful views over the
Okavango Delta

Spacious
accommodation

Villa sizes range from
182 to 873 m2

Varying room sizes as
each room is different.
Approximately 30–
45 m2 as an average

Safari tents are
approximately 20–
25 m2 plus outdoor
deck

Quality
appearance and
furnishings

Smallest villa available
is described as follows
A few barefoot steps
from the Indian Ocean
sit our original
Maldivian retreats
amidst thriving jungle.
Recline outside on the
plush daybed and
padded sun loungers or
dine by candlelight on
your private stretch of
sand. Inside the cozy
hideaway, climb
between unbleached
organic cotton sheets
on the plumped up bed
(king or twins as you
prefer). The generous
bathroom extends from
covered bath with
bespoke amenities to an
outdoor rain shower in
the verdant garden

A romantic refuge of
great comfort: elegant
in their whitewashed
walls and clear-blue
doors, fitted with
antique furniture,
traditional Sardinian
fabrics and chests,
precious paintings and
profiled by old beams
of juniper wood

East African-style
safari tents,
individually situated on
raised teak platforms
with en-suite facilities
and private viewing
decks

Comfort High ceilinged
bedrooms, plush pillow
top beds made with
organic cotton sheets
and open-air garden
bathrooms

A romantic refuge of
great comfort

(continued)
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identifying gaps and areas still to be addressed and so it is important to acknowl-
edge that all three cases have a wide range of initiatives across a range of different
sustainability dimensions.

The second key stage of the case study analysis included guest perspectives taken
from online reviews available on the TripAdvisor websites for each location. Firstly
20 reviews were selected at random for each location, then the total set of reviews
were searched for those that included the words luxury or luxurious and where more
than ten reviews met this criteria, a random selection of ten included in the sample.
The reviews were then searched for words related to sustainability and again where
more than 10 reviews met this criteria a random selection of ten were included in the
sample. Finally the reviews were searched for examples that included words related
to both luxury and sustainability. In all cases there were reviews that included
discussions of luxury but only guests reviewing Soneva Fushi included words
related to sustainability. So this meant a sample of 30 reviews each for Camp
Okavango and Su Gologone and a sample of 50 reviews for Soneva Fushi.

Table 2 (continued)

Characteristic Soneva Fushi Resort Su Gologone Camp Okavango

Uniqueness Range of special
activities available to
guests

The hotel guests are
surrounded by artistic
works of big
contemporary artists
and many genial
artisan, skilful in
working wood, clay and
iron

Desert and Delta
Safaris offers unique
wildlife, nature and
cultural experiences
Each room has its own
unique view into the
lush Okavango forest
from its own private
deck

Quality Food
and dining
options

Multiple dining options
and European Chefs

Here there is a
gastronomic itinerary
composed of the
fragrances and flavours
of tradition, all of
which are a delight to
discover, starting with
the no-carbon-footprint
breakfast, with Oliena
honey, jams, cheeses
and Sardinian
charcuterie, as well as
the typical breads and
sweets baked daily in
the kitchen. The lunches
and dinners have
simple, rich,
unforgettable perfumes

Exquisite cuisine

Note Items in italics are taken directly from Soneva Fushi, Su Gologone, and Camp Okavango
Desert and Delta safari websites. Other information comes from marketing material. Average
income figures from http://www.numbeo.com/cost-of-living/ checked on the 31st March 2016
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Table 3 Summary of sustainability strategies adopted in the three cases

Sustainability
aspect

Soneva Fushi Su Gologone Camp Okavango

Energy usage Limit use of
air-conditioning using
design and insulation to
maintain comfortable
temperature
Currently reliant on
diesel generators but
building solar panels,
wind generators and
moving to bio-fuel with
targets to eliminate
non-renewable energy
usage

Part of an EU program
to reduce energy usage
Suggested that they use
alternative energies but
details not available
Limited use of
air-conditioning

Solar generated
electricity
No air-conditioning or
heating - use design to
maintain comfortable
temperatures

Water use Have own desalination
plants to produce water
for the resorts
Produce own filtered
water in reusable glass
bottles on site for guest
use to cut down on
importation of plastic
bottled water
Recycle water within the
resort
Donate part of water
sales to Water Charity
and Thirst Aid projects

Part of an EU program
to reduce water usage

Range of water
conservation strategies
including encouraging to
refill rather than replace
water bottles

Carbon emissions Mitigate long haul travel
by guests with carbon
offsets
Converting to renewable
energy sources
Provide bicycles for
guests on the island

Advertise non-carbon
breakfasts

Habitat damage and
biodiversity

Support research into
local ecosystems
Supported legislation for
shark protection in their
area
Contribute to forest and
mangrove restoration
projects

Work with Department
of Wildlife and National
parks to support habitat
preservation

Pollution Treat waste water before
releasing it
Use biodegradable
cleaners, pesticides and
packaging

Source many products
from own or local
organic gardens and
farms

Primary waste-water
flows into a series of
above-ground, sealed
water-treatment tanks.
The end product is
potable water that is used
to irrigate gardens

(continued)

180 G. Moscardo



Table 3 (continued)

Sustainability
aspect

Soneva Fushi Su Gologone Camp Okavango

Waste Disposal Reduce waste through
refillable containers,
recycle paper and other
materials, use food scraps
as fertiliser in organic
herb and vegetable
gardens
Limit the use of plastic
Use local and/or recycled
materials for construction

Any combustible litter is
burnt in a controlled area
while all glass, plastic
and cans are stored in
animal-proof cages and
removed by road to
Maun for recycling

Employment
Conditions

Have gender equity
programs
Encourage extended
family involvement
Training programs for
staff across different
employment areas
Provide healthcare and
accommodation

Employ local people as
staff but also local
artisans for hotel guest
experiences

All guides are local
Batswana, recruited from
nearby villages
Desert and Delta have
developed training
programmes that has
produced numerous
leaders from local
community who are
employed in
management positions
throughout company

Economic leakage,
local employment
and support for
local businesses

Employed local
craftsmen for some
construction
Target local people as
employees
Support local health care
initiatives
Provide support of a
local charity working
with disabled residents

Use food products of
the Oliena territory
Supports local artists
and artisans with their
work being displayed
and sold on the property

Locally based
procurement programme
purchases from local
companies or
alternatively from local
distributers wherever
possible
Desert and Delta Safaris’
parent company, Chobe
Holdings Limited, is the
only tourism company
listed on the Botswana
Stock Exchange and
provides a mechanism
for the citizens of
Botswana to take a stake
in and play a real and
meaningful role in the
development of the
country’s tourism
resource

Support for local
culture and
communities

Environmental education
programs for local
communities
Support local schools
and play grounds

Strong focus on local
traditional arts, crafts
and food through all
aspects of the hotel. Use
of local products and

HIV/AIDS wellness
programme, with specific
outreach to staff, their
families and the
communities within the
areas that it operates in,

(continued)
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These reviews were content analysed focussing on the features guests associated
with luxury and a positive experience, guest awareness of, and interest in, sustain-
ability issues, any linkages between sustainability and luxury, and concerns or
problems with these linkages.

Across all three cases guest views on luxury were consistent with what might be
expected from the characteristics reported in the literature. Luxury in this tourism
context was associated with conspicuous and extravagant consumption, person-
alised service, comfort, space, quality of facilities and privacy. For Camp Okavango
guest comments included statements such as “outstanding customer service on
every level from the room attendants, guides, food attendant, to management
everyone is at your beck and call” and “the tent … featuring teak furniture giving
the ambience of a traditional safari tent but maintained that element of luxury that
set it apart”. For Su Gologone comments included “it feels like an exclusive,
elegant, but remarkably unpretentious club” and “the room was spacious and
decorated with local elements, the bed and pillows were very comfortable, and the
huge bathroom added a luxurious feel”. Guest comments about luxury for Soneva
Fushi highlighted facilities and extravagance “the villas are very spacious and well
laid out, we had about 4 showers in our garden”, and “it was over the top amazing”
(referring to the number of Jacuzzis, private pools and televisions screens in a villa),

Table 3 (continued)

Sustainability
aspect

Soneva Fushi Su Gologone Camp Okavango

Contribute to a number
of community projects

traditional techniques in
building and furnishing

which in turn has been
acknowledged and
commended by the
International Labour
Organisation as leaders
of industry in this field

Tackling inequality Contribute to a number
of international
community development
and aid projects

Nothing reported Support for local
community initiatives
tackling poverty, support
for disadvantaged
children to go to school,
support for local craft
cooperatives and funding
to support infrastructure
development in local
villages

Encouraging
sustainability
beyond the tourist
experience

Offer incentives to guests
to volunteer in local
community projects
Provide information
about sustainability
projects on their website
and offer guest
sustainability education
on site

Offer classes in local
arts, crafts and cooking
Provide information on
local environments and
biodiversity

Habitat and wildlife
conservation messages
are often included in
wildlife viewing
activities
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quality of food “the food is spectacular”, and privacy “looks like your own private
island”. Even when the reviews did not explicitly include words related to luxury it
was clear across all three locations that positive experiences were consistently
linked to these luxury features and/or the privileged access to special environments
these places provided for their guests. “In the bush walks I felt like a privileged
guest allowed to be in the same terrain where elephant, lechwe, giraffe, cape
buffalo had grazed” (Camp Okavango). “The setting is simply gorgeous, adjacent
to an alp-like sheer granite mountain, overlooking green valley below” (Su
Gologone). “We were blown away with set up on arrival to the secluded and breath
taking beach” (Soneva Fushi).

As previously noted only reviews for Soneva Fushi specifically included words
related to sustainability although many of the reviews for Su Gologone referred to
their connection to local arts, crafts and culture. Guest discussions of sustainability
for Soneva Fushi were characterised by two main themes. The first was the dom-
inance of environmental issues in guest reviews. Where sustainability was specif-
ically mentioned the majority of comments were about the environmental programs
especially those related to energy, water and waste. Very few guests mentioned the
economic and social programs. The second major theme was one of happiness that
the various sustainability initiatives did not interfere with guest comfort or service.
For example, “it is amazing that “going green” can be done in such luxurious way”,
“the sustainability concept of Soneva Fushi is credible and not presented in an
obtrusive or pretentious way”, and “our accommodation was luxurious and spa-
cious … the outdoor bathroom was amazing … Soneva walks the talk of being
sustainable and the complete absence of anything plastic was impressive”.

Across all three locations the available negative comments were consistently
linked to perceptions of poor service, lower quality facilities, lack of privacy and/or
lack of comfort, service and facilities. For example At Su Gologone problems with
limited air-conditioning, the number of steps to different rooms, and limited wi-fi
were common sources of complaint. Similar issues were identified for Camp
Okavango with complaints about a lack of wi-fi, insufficient electricity, and no
air-conditioning. For Soneva Fushi guest complaints focussed on repetition of
menus, lack of privacy, and concerns over the construction of new buildings. While
none of the reviews explicitly linked a sustainability strategy to a complaint, it is
clear that guests were sensitive to any action that detracted from the luxury elements
that they expected.

5 Tensions and Challenges in Sustainable Luxury
Tourism

The case study analysis suggested that it is possible to provide tourists with a
satisfactory luxury experience while implementing some sustainability strategies
that can improve a businesses’ overall sustainability performance. This does not,

Sustainable Luxury in Hotels and Resorts: Is It Possible? 183



however, mean that the there is any commonality between the concepts of sus-
tainability or luxury or that these improvements to performance are sufficient to
argue that luxury tourism can be sustainable or make a positive contribution to
sustainability more generally. The analysis identified a number of tensions and
challenges that suggest it is very difficult to argue for the validity of the concept of
sustainable luxury tourism.

It is clear that tourists see luxury as conspicuous, privileged and extravagant
consumption and few connect luxury with sustainability. Guests appear to be
willing to accept sustainability initiatives as long as these initiatives do not detract
from their comfort, alter their activities or access, or limit their actual consumption.
This tension between consumption and sustainability exists at both a practical and
more philosophical level. At the philosophical level it is clear that luxury tourism
depends upon consumption beyond the normal and thus relies on encouraging
actions that move away from sustainability and that exploit global North-South
differences in standards of living and wages. This avoidance of changes to the
features of consumption runs the risk that the luxury tourism experience may
contribute to a false sense of complacency about the issues and encourage greater
consumption at home and in further travel experiences. Yeoman and
McMahon-Beattie (2006), for example, note that there is spill-over effect from
experiencing luxury while traveling to greater consumption of luxury goods at
home.

At the practical level it sets real limits to the extent to which these places can
improve their sustainability performance. For example, while water conservation
efforts at Soneva Fushi are admirable, it is clear that guests expect and enjoy having
access to multiple baths, private swimming pools and limitless showers and so at
some point the resort will be unable to generate significant improvement in their
water consumption performance. As noted elsewhere (Lansing and de Vries 2007;
Robbins and Gaczorek 2015) having a better performance than other comparable
businesses is laudable, but it does not mean that the performance is good enough to
be classified as sustainable. Similarly, all three cases, especially Soneva Fushi and
Camp Okavango, rely on long haul travellers and this makes a significant contri-
bution to their carbon emissions. Soneva Fushi attempts to balance this by investing
2% of room tariffs into carbon offsetting actions, but it is not clear if this is actually
enough and there are no reported strategies to change the markets to those who
would travel less distance.

The issue of long haul travel and carbon offsets is linked to the second challenge
identified in the analysis which is the lack of attention paid to managing tourists’
direct impacts on the local destination. This is especially relevant to Soneva Fushi
where many guest reviews highlighted their ability to engage in special activities in
fragile environments such as dining or sleeping on a sand bar. Guests at all loca-
tions seem unaware of the potential negative environmental impacts of these special
activities and it is not clear how many of these sorts of special experiences can be
provided without longer term cumulative impacts on the physical settings. This
issue of avoiding changes to guest activities has been noted as a problem for luxury
resorts in a range of locations (de-Miguel-Molina et al. 2014).
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The third tension identified is that between the environmental and social
dimensions of sustainability. Although all three cases appeared to have programs
linked to the social and economic dimensions of sustainability, guests were either
unaware of, or not interested in, these. While all three cases highlight their
employment of locals, a number of features of these claims are problematic. It might
be argued, for example, that this is more a matter of convenience and cost for the
business rather than a genuine example of corporate responsibility (Cherapanukorn
and Focken 2014). Possibly guests may feel much more uncomfortable if they
consider too deeply the circumstances and daily lives of local residents as it is likely
to be a stark contrast with their luxury consumption. For example, the smallest
guest room available at the Soneva Fushi resort at 182 m2 is more than five times
larger than an average Maldives home, which has an average size of 36 m2 typi-
cally for 10 people with 16% having no electricity and the majority using electricity
only for minimal lights at night and wood or oil for cooking (based on figures
provided by Nations Encyclopedia 2012). Resort guests have access to multiple
swimming pools and most have access to two bathrooms, while 68% of the resi-
dents rely totally on rainwater and most use much less water per day (Nations
Encyclopedia 2012).

The overall impression from the guest reviews that did mention sustainability is
that the sustainability actions provide more of a reason for feeling good about ones’
self than an opportunity to make a genuine contribution to sustainability. In the
absence of more intensive guest engagement in sustainability practices at these
places it is unlikely that these places are making much of a change in sustainability
beyond the experience.

Finally, Moscardo (2008) also points out that tourism development is rarely
directly compared to alternative forms of development and is often not assessed in
terms of opportunity cost. In the present case it is possible that the development of a
luxury resort, regardless of its environmental impact, may not have been as sus-
tainable an option for the destination as some other form of tourism or some other
activity. Work by Scheyvens (2007) and Sandbrook (2010) suggest that local
benefits from tourism may be much higher for more budget forms than for luxury
tourism. These alternative tourism approaches are linked to more stable and equi-
table development with a wider range of opportunities for local involvement and
control.

6 Conclusions

The case study analysis suggests that it is possible for a luxury tourism business to
reduce negative and increase positive impacts on the destination. The overall
assessment does not, however, suggest that luxury tourism can actively contribute
to sustainability. At core luxury tourism is driven by motives that run counter to an
effective sustainability business philosophy. Luxury tourism is based on conspic-
uous consumption, extravagant amenities and facilities and personal indulgence,
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and a belief that these should not be sacrificed. The full costs of such luxury
consumption in many countries are hidden and the long term costs of not changing
consumption behaviours are ignored or hidden in the luxury tourism experience. At
a practical level this tension between maintaining the luxury elements and trying to
limit the wider costs of this type of consumption is likely to be resolved in favour of
the luxury elements in order to maintain the business thus invalidating claims of
sustainability.

This overall conclusion has important implications for tourism. The increasing
demand from various emerging economics for both travel in general and for luxury
tourism more specifically presents a significant threat to any attempts to improve the
sustainability of tourism overall. At a practical level, given the real limits that exist
in terms of the ability of luxury tourism providers to improve their individual
business sustainability performance, the significant increases in tourism from these
economies is likely to far outweigh any positive outcomes that can be achieved. If
tourism is to improve its sustainability then it must seek fundamentally different
models of tourism development and provision. This requires academic research in a
number of areas including a better understanding of how to encourage tourists to
make different choices, more awareness of cross-cultural aspects of travel
decision-making, better sustainability assessment tools, and more innovation in the
development of different tourism destination development options.
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Diamonds, Development, and Dollars:
A Case Study on a Newly Founded
Gemological Lab in Botswana Aiming
at Sustainable Community Empowerment

Thomaï Serdari

Abstract Drawing on a theoretical framework published elsewhere (Serdari 2016),
this paper presents the development of a model gemological lab in Botswana
(designed and implemented by Ms. Giovanna Federico, Ph.D. whom the author
interviewed). The work poses questions on the nature of diamonds mining and its
challenging relationship with natural resources and showcases best practices in
reinforcing a sustainable value chain management by focusing on the following:
production processes; employee relationships; employee training; and other related
organizational issues. In other words, this case study touches on the idea of sus-
tainable diamond mining through social and environmental performance. Luxury
items such as quality diamonds are valued not only according to the Gemological
Institute of America (GIA) 4Cs (Color, Clarity, Cut, Carats) but also based on the
entire production process as previously published by the author in her piece on
luxury production. The proposed case study showcases how luxury production
processes reinforce initiatives on sustainability particularly in relation to economic
empowerment. It also suggests that a fifth C, standing for Creator, would advance
sustainability in the diamond industry by slowing down the process.

Keywords Luxury � Sustainable luxury � Green luxury � Luxury business model �
Diamonds � Diamonds mining � Diamonds processing � Slow luxury

1 Introduction

On March 16, 2016, journalist Kati Chitrakorn, writing for the Business of Fashion,
the leading digital authority on the global fashion industry in news, analysis, and
business intelligence, reported from the annual Baselworld in Basel, Switzerland.
The preeminent event for luxury watchmakers and jewelers, Baselworld is known
as the quintessential industry fair where the most venerated brand names and luxury
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houses unveil their innovations in the field of horology and their feats in
gem-studded jewelry designs. Baselworld is the apex of luxury.

According to Chitrakorn, this year’s Baselworld was slightly different.
Executives of the luxury brands exhibiting at the fair have been under tremendous
pressure in the $80 billion diamond market where “slowing demand in key markets
such as the United States, China and the Middle East has sent a ripple through the
global diamond pipeline, driving prices down by nearly 25 percent in 2015,
according to consulting firm Bain & Company.” Chitrakorn correctly identifies the
culprit as the weaker demand for diamonds “coupled with a growing supply glut.”
In other words, luxury retailers greedy in capturing customers’ attention and dollars
for short-term gains have overproduced and overstocked diamond merchandize,
falling into their own trap: diamonds, the commodity they have been marketing as
‘luxury,’ are not as a powerful aspirational item for younger consumers who have
reversed expected growth patterns for diamond retailers internationally. In addition
to a bruised bottom line for retailers, this has resulted in an unprecedented cut back
in labor forces anywhere from Russia, Canada, Australia and Southern African
countries such as Angola, Botswana, DR Congo, South Africa, and Zimbabwe. It
has also hurt the diamond pipeline midstream with repercussions felt on the trading
floor in Antwerp.

Consumers’ attention and desires are split amongst several fast growing luxury
categories, such as travel, electronics, fine wines and art. To compete in the luxury
market, diamond retailers may want to consider their role in promoting transparency
on how value is created through the diamond pipeline; in adding value through
knowledge sharing and locals’ empowerment in the countries in which they mine;
and in treating quality diamonds as luxury items through operations that follow a
luxury business model as opposed to commoditizing their most valuable asset.

What follows is a case study on the role gemological labs play in enabling local
labor forces to regain proper ownership of the value chain in diamond mining. The
case is based on a lab in Botswana, which Giovanna Federico, Ph.D. GIA (GIA
stands for Gemological Institute of America), interviewed for this paper, assisted in
organizing while she also trained the staff. Our conversation began informally
because of our common interest in the luxury market. It soon became clear that the
diamond industry lacks transparency in a market where the luxury consumer
demands it across products categories. This prompted the connection between the
diamond industry value chain and the theoretical framework of the absolute luxury
business model that has already been published elsewhere. It initiated questions on
the definition of sustainability within the context of the diamond trade. In other
words, sustainability within that context relates as much to management of natural
resources and minimal impact on the environment as to empowering local labor
forces and communities to fully participate and contribute in the exploitation of
their countries’ natural wealth. This has already happened in other luxury indus-
tries, such as silk, crystal, porcelain, and leather industries in France or textiles and
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fashion industries in Italy. A Batswana artisan’s personal story and approach to
work should matter as much as that of a French artisan. It should be celebrated as
eloquently as that of a European luxury worker and it should somehow appear in
the classification of diamonds beyond GIA’s 4Cs (Color, Clarity, Cut, Carats).

The diamonds market will become less volatile when its major players under-
stand the term ‘sustainability’ as one that expands beyond the discourse of natural
resources preservation or climate change and that encompasses fair management
and development of human resources as well as economic empowerment of
upstream labor in a post-colonial world.

2 Sustainable Diamonds in the Context of Luxury Studies

Sustainable diamond mining is reshaping the diamond industry today. This is
mainly achieved through social and environmental performance of companies
engaged in the mining, cutting, polishing, and trading of diamonds. In the context
of luxury studies, sustainable diamond mining raises interesting questions that have
to do with the marketing of quality, as opposed to industrial, diamonds, the
branding of diamonds marketed directly to consumers, and the transparency in the
trading of diamonds both on the wholesale and retail level.

While discussions on provenance of quality diamonds have intensified since the
late 1990s when the United Nations had to intervene to resolve the repercussions of
Angola’s civil war, the trade of diamonds is selectively transparent. Consumers
purchase diamonds that have been valued according to the GIA’s 4Cs (Color,
Clarity, Cut, Carats) and that may come with a certificate of non-conflict prove-
nance. However, both these classification systems do not take into account broader
issues of sustainability both on the social or environmental level and how these may
impact the pricing of the specific pieces, especially as consumers grow more and
more aware of how the concept of luxury directly relates to the question of a
sustainable future for our planet. Today’s consumers are demanding greater levels
of transparency prior to the purchase of luxury goods.

The importance of value added based on sustainable value chain management
has not been explored in the literature, especially as value can impact pricing of
luxury goods at the retail level. To illustrate how value added can be created, this
case study will examine the formation of a model gemological lab in Botswana. The
production processes organized in it perfectly follow the template of the absolute
luxury business model published by one of the authors elsewhere. A combination of
knowledge published in the academic press as well as observations recorded
directly at the site, this case study attempts to bridge the gap between academia and
industry and aims at establishing a new framework that may aid the consumer when
purchasing diamonds that have been branded as luxury.
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3 Luxury as Aspiration

A number of authors have defined the concept of luxury, a concept so elusive that
allows for various interpretations via distinct methodological approaches.
Historians, philosophers, linguists, scholars of literature or practitioners among
others have all contributed specific points of view in articulating definitions that are
based on empirical evidence. Taking into account published works that are truly
milestones in the field of luxury studies (Veblen 1899; Sekora 1977; Berry 1994;
Berg 2005; Kapferer and Bastien 2009; Gardetti and Girón 2014) an overarching
definition of luxury can be articulated as follows: “Luxury is a universal certainty
that implies scarcity, beauty, and culture. It is a multi-sensory experience that
impacts the individual on a sensorial/physical, emotional, and intellectual level.”
(Serdari 2016) In addition to summing up all previous definitions, the aforemen-
tioned explanation of luxury fits well with Miguel Angel Gardetti’s work at the
Center for Studies on Sustainable Luxury in Argentina where the notion of sus-
tainable luxury has been introduced and studied as the new paradigm that prefaces
the future of luxury in a newly re-organized global economy supported by local
luxury enterprises as opposed to global multinational brands (Gardetti and Torres
2013). A similar disruption has begun in the diamond mining industry as well
where the monopoly of DeBeers yielded to the formation of several multi-national
firms competing for market share and where finally, local governments (especially
in Africa where states had been excluded from profits rendered by their own natural
resources) are major stakeholders in mining, cutting, and polishing companies. In
other words, the shift from the global to the local has already taken place and what
remains to be discussed is how to best prepare people at the local level to participate
in the creation of their nation’s wealth, how to contribute in efforts to preserve their
natural environment, and how to best demonstrate that the passion and character of
particular cultures can be preserved in the aura of the final product.

4 The Luxury Business Model

Business models are designed to generate revenues for a company and achieve
profits. While there are myriad of ways to organize a firm’s business model, most
are based on the premise that significant reduction of costs increases profits. For
firms that compete in the luxury market business models are more complex because
they require a different strategic approach to organizing the firm’s infrastructure,
personnel, raw materials, production methods, distribution channels etc. The best
way to illustrate a luxury business model is as shown in Fig. 1 (Serdari 2016). This
illustration explains the elements that characterize production of luxury goods and
alludes to the manipulation of the perception of luxury in the market, where specific
strategies can be applied to further enhance consumers’ perception of aspirational
luxury goods (Kapferer and Bastien 2009). Reading the business model from left to
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right, one realizes that control over each stage of production and distribution is key
for luxury firms, starting with the sourcing of raw materials (which often requires
vertical integration, a strategy successfully implemented by luxury companies
Hermès and Chanel). The luxury firm should own its infrastructure, preferably in its
original location where it employs workers whose tenure is usually long-term so
that the firm takes advantage of their tacit knowledge. A legal trust protects the
luxury firm from “corporate raiders” but also reinforces its creative competitive
advantage by safeguarding its intellectual property. The number of items produced
is limited and decided by the firm; these products may appear in limited editions or
they may appear for a limited amount of time. The luxury company has full control
over all distribution and communications channels, whether physical or virtual. In
other words, the luxury business model is one that operates based on the idea of
scarcity (sourcing, operations, production) and the idea of rarity, either real or
perceived (distribution, communications, sales). The moment a firm deviates from
this model, it actually exposes itself to risk of intellectual infringement; inability to
access raw materials; inability to access appropriate labor force; loss of control over
availability of product, pricing, and communications. The challenge luxury firms
face is one of great capital costs early on and before the products enter the market
combined with the delicate act of balancing the production of ultimate luxury
products (star products) alongside accessible luxury items.

In diamonds sales, the idea of luxury is deliberately cultivated in consumers’
perception. De Beers (a group of companies that has maintained a leading role in
the diamond exploration, diamond mining, diamond retail, diamond trading and
industrial diamond manufacturing sectors) deliberately controlled that perception
for the majority of the twentieth century. De Beers monopolized all wholesale

Fig. 1 The luxury business model (© Thomaï Serdari)
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channels and even penalized those miners who left the cartels to deal directly with
wholesalers and cutters. The company methodically stockpiled and then flooded the
market with the particular quality of diamonds produced in that mine (Cadieux and
Conklin 2005). Regardless, the strategy that De Beers practiced for over 60 years
(from the 1930s to the late 1990s) eventually placed a tremendous financial burden
on the company. To overcome that financial impasse, De Beers partnered with
luxury conglomerate LVMH and together launched a new retail venture going
directly to consumer with “De Beers” branded diamonds. In securing a retail
presence, De Beers further reinforced its position of power in shaping consumers’
opinion about the perceived rarity of diamonds and continued doing so as the
market of branded luxury goods kept growing from the mid-1990s to the present
(Berghaus et al. 2014). As the illustration clarifies, on the market side, businesses
can rely on a multitude of tools (such as new technological platforms for commerce,
communications in the form of ads, sponsorships, private events, education, social
media, and even pricing) to strengthen the “luxury halo” effect created around
certain products, regardless of whether these are truly luxury or simply premium
goods that have been branded as luxury. From diamonds that could be worn only by
kings and royalty in pre-modern times, the twentieth century experienced a mas-
sification of the luxury trade (Berg Fashion Library of Dress 2016). Consumers’
perception of diamonds was marked by De Beers’s strong messaging that “dia-
monds are forever,” a promise that both resonated with the romantic views of
marriage and eternal love in relationships and with the implied allusion to time-
lessness, a quality attributed to luxury goods and responsible for their future value.
In other words, De Beers (along with several other players in the luxury market)
strategically manipulates the perceived rarity of its products when in fact several of
those are made with industrial diamonds (a commodity and by-product of cutting
quality diamonds). While this has been extensively discussed (Cadieux and
Conklin 2005; De Koninck and Debaere 2007) it also shows that if we are to speak
of “luxury” diamonds we need to move away from the market side of the luxury
business model of Fig. 1 and concentrate on the production side.

It is this part of the model that will inform our discussion of mining processes in
the context of sustainable, luxury diamonds. Here we see that a business that
produces luxury goods maintains facilities in a special geographic location and has
remained in the same location for years, if not centuries. This continuity of presence
relates to special natural resources found in that area and implies a unique rela-
tionship with the people of that area, who, most probably, contribute their labor.
A special intra-generational bond is created between the company and the locals,
who, through continued exposure to the proprietary processes of production,
acquire two types of knowledge: explicit knowledge of the industry and its traits
and tacit knowledge of production processes (Adamson 2013). For several luxury
producers this means that if they were to move their facilities elsewhere they would
miss the tacit knowledge their workers acquired over the years and while this
cannot be quantified, the final product would suffer in quality and perhaps be
inferior to the original luxury good. Additionally, as in all businesses, a legal trust is
created to safeguard the business against competitors (and corporate raiders) as well
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as to protect the proprietary processes in place, including any type of intellectual
property developed herein. Ideally, a true luxury producer owns the supply chain
and therefore has control over the quality of the raw materials processed in the
business.

In all luxury enterprises, the product is driving both the business and the brand.
The “star” product, whether this is a crocodile handbag or an exceptional piece of
jewelry, is produced in limited numbers (luxury producers follow a strategy of
controlled/limited supply) or is available for a limited time or in limited collections.
Therefore, it is the type of product, its numbers, and the time during which it
becomes available that establish its veracity as “luxury.”

Now that we have examined the specifics of the luxury business model, we will
proceed with a general background of diamond mining processes and how they
impact the environment before presenting a detailed report from Botswana’s model
gemological lab and its potential in ascribing to the luxury business model.

5 Diamond Mining and Sustainability

While initially discovered in meteorites by Erofeev and Lachinov in 1888, dia-
monds occur in Kimberlites in the upper sections of the Earth’s crust, forming
pipes, dikes, veins, and sills. Kimberley and De Beers, international mining and
exploration companies operating in Africa, Australia, and Europe, discovered the
first Kimberlite diamonds in South Africa (Roberts 1972; Robertson 1974).
According to Orlov (1977), whose seminal work on diamond mineralogy remains
the most referenced source in the field, Kimberlites are located in the tectonically
stable center of continents known as shields or platforms. Because of the high alkali
composition of the rock of which Kimberlites are composed, scientists believe that
Kimberlite rocks are intrusions formed by the alkalitic magma from the upper
mantle pushed into the upper areas of the planet’s crust. Kimberlite pipes in par-
ticular occur where the earth’s crust in undergoing bending as the magma is pushing
upwards. This phenomenon, known as Kimberlite volcanism, occurred during the
Precambrian and early Paleozoic times (Orlov 1977).

Kimberlite pipes and their distinct formations define the methods of diamond
extraction, namely open pit and underground mining. In open pit mining the dia-
mond rich material is loosened by removing layers of earth gradually and while the
newly formed benches move downward in a circular motion. The deeper the open
pit, the narrower it gets. While the upper strata of the pit are softer and easier to
extract, the deeper the pit the harder the surface becomes. Mining in open pit often
requires use of explosives (Legrand 1980). This may impact the stability of the pit
and certainly permanently alters the environment. The stability of the mine depends
on the width of the circular benches around it as well as on their height. In other
words, the sloping of the open pit mine must be smooth to allow for maximization
of extraction and prevent the pit from becoming too narrow too soon. Profitability
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of pit mining is measured in carats per ton of material. The value of the pit is
therefore decreasing the deeper and narrower the pit becomes (Legrand 1980).

To circumvent steep or unstable pits that are both dangerous and costly,
underground mining is utilized. This process relies on building complex under-
ground tunnels that perforate the host rock underneath the open pit and give access
to the remaining Kimberlite deposit of the pipe that had originally formed the open
pit mine.

While the diamond industry has adopted strict regulations to mitigate the impact
of mining processes on the environment, the local social fabric, and its economy, not
all diamond mining is regulated. Occurrence of informal alluvial mining is prevalent
in diamond-rich and poverty stricken regions, particularly in Africa. This method of
mining is known as ‘artisanal’ mining, which, in our artisanal luxury obsessed
Western market, may be misleadingly interpreted as positive (Van Bockstael and
Vlassenroot 2011). This could not be farther from the truth. “Alluvial diamonds is
the term used to describe diamonds that have been removed from the primary source
(Kimberlite) by natural erosive action over millions of years, and eventually
deposited in a new environment such as a river bed, an ocean floor or a shoreline”
(Diamondfacts.org). Alluvial diamond mining is a small-scale operation undertaken
by local miners, often with no other employment prospects, who extract diamonds
from alluvial deposits by digging and sifting through mud, gravel, and sand using
shovels, sieves, and their bare hands. The implications of alluvial diamond mining
for the diamond trade are tremendous. The activities associated with this method are
outside any formal legal and regulatory framework (Van Bockstael and Vlassenroot
2012). According to the International Institute for Environment and Development,
while the productivity of this type of miners is limited and low compared to formal
diamond mining, it still presents great dangers in terms of their own safety and the
resulting impact on the environment (IIED 2006). The deposits exploited are mar-
ginal, the labor involved strenuous and dangerous, and the return on the miners’
investment is minimal. Most importantly, once an area has been disturbed for mining
it is not restored in its original state simply because the rural labor force does not
have the time (or funds) to invest in such operation. Environmentally, alluvial
mining has the greatest impact in specific regions where the balance of its micro-
climate is permanently altered because of shifting grounds and water drainage.
Additionally, the difficulty of alluvial mining presents labor challenges that are often
solved by employing children, a practice that is well known to local governments
who have little power in intervening, especially because alluvial mining is mostly
migratory (Huang 2002). This may also explain why alluvial mining camps foster
greater potential for incidence of prostitution and spreading of HIV/AIDS, further
heightened because of the transitory nature of artisanal operations. In spite of their
dangerous labor conditions and their dedication to a lifestyle with a range of inherent
dangers, migrant alluvial diamond miners are not educated about the true value of
the rough diamonds they mine and are, therefore, vulnerable to exploitation. Finally,
alluvial mining diamonds are not documented. Both their origin and trade routes are
untraceable and as such they may be easily used to finance local conflicts or terrorist
actions. This is perhaps the most misleading interpretation of the term ‘artisanal’ in
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the context of diamond mining. 14% of the world’s rough diamonds stems from
artisanal, informal alluvial diamond digging (Diamondfacts.org). Artisanal luxury,
seen as wholesome and authentic in Western markets, stands for ‘conflict’ or ‘blood’
in the context of the diamond economy and perfectly contradicts the humanistic
value inherent in luxury (Serdari 2016).

Setting alluvial mining aside, the main question about sustainability and dia-
mond mining sets forth a two-prong discussion: how to minimize its impact on the
environment and how to maximize the benefits to the communities and countries
involved in the mining processes.

Environmental impact is managed by the guidelines set forth in ISO 14001 (the
most important standard within the ISO series developed and published by the
International Organization for Standardization that “define, establish, and maintain
en effective quality assurance system for manufacturing and service industries.”)
ISO 14001 specifically defines the framework that “a company or organization can
follow to set up an effective environmental management system.” The standard is
revisited each year in order to achieve an up-to-date roadmap for companies that
must audit, manage, correct, and communicate their environmental systems both to
minimize occurring damages and to safeguard against biggest challenges such as
climate change.

The specificity of the diamond mining processes and its direct correlation to the
geographic location where they incur call for additional attention beyond the pre-
scribed measures outlined by ISO 14001. Diamond mining companies are cog-
nizant of the gaps in regulations that may lead to operational oversights especially
because most develop scientific processes internally but deploy them internationally
in locations with special environmental conditions and microclimates.

The areas of impact that are monitored through the ISO 14001 standard are:
Land exploration: Impact is minimized by reusing vehicle tracks, clearing out

minimal amounts of soil during drilling and sampling, and replacing topsoil from
exploration sites.

• Open pit and underground mining: The large quantities of surplus rock, sand,
and soil extracted from the pit usually accumulate in the immediate vicinity of
the mining area. They need to be managed while mining is in progress and
rehabilitated once the mine closes. It is expected that the topsoil will return to its
previous state when mining operations have ceased. Prominent companies with
open pit mines are BHP Billiton and Rio Tinto; De Beers owns open pit and
underground mines.

• Coastal and alluvial mining: In addition to processes applicable to pit mining,
removal of plants and soil and construction of sea walls may be required when
mining on beaches. Environmental impact relates both to restoration of land and
plant life. Standards of sustainable diamond mining in coastal areas require that
special techniques are used to monitor how much deposit is removed because of
the wind and the waves and how to restore plant life in areas that suffer from low
rainfall (American Museum of Natural History 2006). De Beers is in coastal and
alluvial mining.
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• Marine mining: Diamonds are accessed beneath the seabed. All seabed matter
that is removed before mining needs to be replaced in its original position and
state. While restoration is not immediate, research has shown that over a period
of a few years, vegetation and fish life return to the mined seabed area. De Beers
started offshore (marine) diamond mining in 1961.

• Energy use, air quality and pollution: Diamond mining uses heavily two forms
of energy, electricity and hydrocarbons (diesel, marine gas, oil and petrol).
Therefore, it contributes significantly to the greenhouse effect with emissions of
gases and various chemical, synthetic and natural, substances. In other words,
there is no mining process that does not negatively impact the planet’s climate.
This is perhaps the only area that cannot change in the near future. As a result,
diamond mining can never be fully sustainable and cannot be marketed a ‘green
luxury.’

• Waste and recycling: The types of waste from diamond mining are similar to
other large scale industrial operations and include oil, paper, scrap metal, bat-
teries, tires, plastic, and glass. Recycling materials, including separating and
recycling oil, is the predominant effort in minimizing environmental damage due
to waste.

• Water consumption: Diamond mining uses large quantities of water for
extraction. This poses tremendous challenges, especially in African regions
where water is scarce. A related issue to excessive water consumption is pre-
vention of water pollution. Therefore, initiatives on conservation of water (re-
duction of use, recovery, reuse and recycling) are as important and carefully
monitored as are initiatives on topsoil and waste monitoring to prevent con-
tamination of bodies of water. Diamond mining companies are heavily invested
in researching and developing technology that relies on alternative water
sources. However, this would be another area that would challenge initiatives to
market diamonds as ‘green luxury.’

• Disruption of biodiversity: Diamond mining activities disturb plant, animal and
fish life. Mining companies today strive to minimize their impact on these
ecosystems through all stages of operations, from land exploration to closing of
the mine. Seeds of native species around the mining site are harvested and
replanted, often in collaboration with the Millennium Seed Bank (run by The
Royal Botanic Gardens at Kew Gardens in London, UK). Wildlife protection is
more challenging than seed conservation. There is no organization similar to the
Millennium Seed Bank, which implies that efforts for wildlife protection and
restoration are left to the mining companies with various degrees of commitment
and success. Mining company Rio Tinto has been monitoring environmental
impact of operations in the Northwest territories of Canada for the last fifteen
years mainly because fish is an important source of food for the local indigenous
population. There are a number of Nature Preserves to develop breeding pro-
grams for rare and endangered species (such as antelope, disease-free buffalo,
white rhino calves, African elephants, wild dog, and black rhino).
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In summary, the diamond mining industry presents a complex case of an agent
that has the potential to both irreparably harm the environment as well as to fund
research and initiatives that may prove useful beyond the immediate applications on
diamond mining sites. Quality diamonds are the result of heavy capital investments
by mining companies and cannot be labeled as ‘green luxury’ even though envi-
ronmental protection and sustainability efforts are the highest priority of multina-
tionals that invest substantial time, efforts, and funds in positively impacting the
environment.

6 Report from Botswana

According to Wall Street Journal former reporter and current US News editor
Vanessa O’Connell, “Botswana has been attractive to mining companies because it
remains the world’s largest producer of gem-quality diamonds since the 1980s. The
Jwaneng Diamond Mine is the world’s richest by value of recovered diamonds.”
The journalist outlines other reasons why Botswana has retained its appeal: it is
among Africa’s least-corrupt countries; its government regulates labor conditions in
the mines, which the government owns in a 50–50 partnership with international
mining company De Beers; Botswana guarantees provenance of its gems and
appeases consumers’ concerns over “conflict diamonds” sold to fund wars (Wall
Street Journal Oct. 26, 2009).

Botswana’s population is relatively small compared to other African countries
and its numbers have further diminished after the country was hit by the AIDS
epidemic. It is an underdeveloped country with minimal manufacturing infras-
tructure which puts Botswana at a disadvantage compared to other countries
competing for diamond cutting and polishing operations. “A parcel of diamonds
polished [in Botswana] costs about $100 per carat compared with $30 in India,”
O’Connell asserts. In the last ten years however, the government took a stronger
stance in upgrading the country’s status amongst competitors. After renegotiating
its mining contract with De Beers, Botswana “licensed 16 international cutting
firms willing to build factories [there].” (Wall Street Journal Oct. 26, 2009) There
was an important requirement for this deal to go through and that was that the
companies would have to train locals to polish diamonds. This agreement would
then entitle the companies to the right to buy rough diamonds in Botswana, a
market that had been completely closed to them.

At first, the workers were selected on the basis of their education (they had to
have a high school diploma); their math aptitude; and their handiwork, tested in how
accurately and how fast they could “place 40 tiny metal sticks into the holes set in a
board.” (Wall Street Journal Oct. 26, 2009) It takes about four to six months for
workers with the basic qualifications outlined above to become proficient in brut-
ing (bruting is the art of cutting a diamond round) and faceting rough stones. Of
those hired, only about 70% make it to the stage of “qualified worker,” which also
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means that they can finish one polished diamond per day, a considerably low level of
productivity compared to what one encounters in India or Vietnam.

O’Connell reveals that Tiffany’s, which took a majority stake in Rand
Diamonds, an international cutting firm approved by Botswana’s government to do
business there for the right to buy rough diamonds “doesn’t tell its customers where
individual diamonds are mined or polished, and declined to say how much of its
overall inventory is now sourced and polished in Botswana.” According to
Tiffany’s CEO, Mr. Kowalski, “We [Tiffany] want the focus to be on the quality of
the diamond ring, not how it came to be.” (Wall Street Journal Oct. 26, 2009)

How the diamond ring came to be, however, is very much what should define its
value—without discounting the quality of the final product, it is the entire pro-
duction process that adds value to quality diamonds.

Finally, and while Tiffany’s has been able to capitalize on its substantial capital
investments in Botswana through Rand Diamonds with diamond merchandize
representing a 47% of Tiffany’s sales, their expat supervisors in Botswana’s
gemological labs prefer to perfect the work themselves rather than impart their
knowledge to the locals. In other words, big diamond retailers remain secretive
about how and where they are sourcing their diamonds. Even when they invest in
local infrastructure in diamond rich countries, they limit knowledge transfer to the
local laborers to the absolute minimum. On the surface, it seems that Botswana’s
government involvement in the mining industry is a propitious omen for the locals’
future. Yet, the relationship between several international diamond mining players
and the locals remains one-sided and practically opaque.

This was also confirmed during the author’s interview with Giovanna Federico
(see Appendix) who was hired by New York-based company Gemological Science
International to set up a gemological lab in Botswana, specifically to carry on with
the operations of cutting and polishing diamonds. Well acquainted with the precise
sequence of operations prescribed for diamond mining (sorting for quality and size,
cutting, polishing, grading based on the Gemological Institute of America four Cs)
Federico confirmed that while the technology of diamond mining in its various
forms (discussed in the early part of this paper) has been developed in Western
countries, the reality of implementing it on site and specifically in the underde-
veloped countries of Africa is far from what one finds in scientific textbooks.
Intermittent supply of electricity, which in turn impacts connectivity over the
Internet, is the gravest challenge because it directly disrupts the lab operations. On
the other hand, these difficulties do not stop the locals from wanting to participate in
the global economy, mainly because they have been exposed to it thanks to the
mining industry that attracts large numbers of foreigners who visit Botswana to
work. Powerful unions formed to negotiate with the multinational mining compa-
nies often mitigate the tension between foreigners and local labor. The Batswanas
desire more involvement in the diamond industry and more exposure to various
aspects of diamond processing. There is definitely a clash of cultures.

On the other hand, and while environmental and humane conditions are starkly
improved compared to the early years of mining, local workers still feel that they
are not given enough knowledge that will make them employable to above ground
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operations, in labs or trade. Federico also refers to the highly specialized instru-
ments that are used in gemological labs and which require advanced skills in
handling. These skills can only come with training in which most labs are lacking.
Therefore, there is a great need of investment in training and development, which
when present, ensure operations of the highest standards but also prepare the lab
personnel for a variety of roles within the diamond industry. The four fully trained
local employees that Federico mentored during her stay in Botswana, were, by the
time she left, highly desirable staff either at the lab or the office and were
responsible for a flow of about 150 diamonds per day. This points to a novel idea on
further grading diamonds by adding a fifth C to GIA’s 4Cs: C as in Creator.

7 The (Missing) Fifth C: A New Framework
for Determining Diamond Value

Africa’s wealth of diamond supplies has failed to repay its countries because their
local populations have not been included at the later stages of diamond processing
(downstream). In other words, African natives (from Botswana, DR Congo, South
Africa, Zambia, and other diamond rich territories) have been treated as com-
modities while international mining companies try to maximize the amount of
diamonds that are extracted, cut, and polished before moving them to the big
trading centers (mainly Antwerp, Belgium but also Mumbai, India and Shanghai,
China) (De Koninck and Debaere 2007).

In spite of local governments’ influence in recapturing their countries’ natural
wealth, as for example was the case with the Batswana government and its
agreement with international mining companies to carry the exploitation of the local
mines as equal partners, a large part of the diamond trade remains either unregu-
lated (as discussed in the context of alluvial mining) or based on personal attention
and trust (De Koninck and Debaere 2007). The implications of the ‘hand-shake’
economy is that the industry remains deliberately opaque in an effort to maximize
the profits occurred through wholesale of cut and polished diamonds and later retail
distribution of diamond merchandise (Cadieux and Conklin 2005).

The question therefore is whether the diamond industry can claim its place
within sustainable luxury and if so, whether this can be accomplished through
training, development, and economic empowerment of local labor forces, whose
role within the diamond industry will not be exclusively linked to underground
mining or to industrial tasks on the excavation site, especially because as has
already been noted these are very precarious roles that may soon disappear because
of the rapid technological advancements in the field. If underground mining
becomes safer when automated systems are introduced, the displaced labor force
can still contribute in the value chain of diamond production by applying time and
expertise at downstream operations.
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While diamonds that are free of “blood” or “conflict” associations reach the
consumer with a certificate stating that “the diamonds herein invoiced have been
purchased from legitimate sources not involved in funding conflict and in com-
pliance with United Nations resolution. The seller hereby guarantees that these
diamonds are from areas that are free of conflict, based on personal knowledge
and/or written guarantees provided by the supplier of diamonds” (De Koninck and
Debaere 2007: 15), no specifics are provided about the country of origin or place of
processing. In other words, where did the stone originate and where did it travel
before reaching the supplier and finally the retailer? How could a customer be
certain that Batswanas were actually part of the value chain that brought the brilliant
diamond in her hands?

Adding a new field for ‘Creator,’ introduces the fifth C in GIA’s framework of
4C’s. If that field is to be filled out correctly through every single step of pro-
cessing, the retailer should be able to provide the customer with a new certificate
that clearly states the Clarity, Cut, Color, Carats, and Creator for each diamond. The
Creator field can be further broken down to subfields for: country of origin; name of
mine; processing of rough; cutting; and polishing, all of which are activities that
truly differentiate ‘blood-free’ diamonds from conflict diamonds. Other than the
country of origin and the name of mine that are place specific (and obviously in the
same country) all other activities may take place in other parts of the world
(Vietnam and India are market leaders in the cutting and polishing of stones).
Gemological labs have names and people who work in them have identities, per-
sonal stories, and skills.

What the fifth C would actually do is slow down the process of diamond pro-
duction, an idea that contradicts how commodities are processed but actually
reinforces the absolute luxury business model discussed earlier. Marketing alone
has proven unable to sustain the appeal of diamonds for customers whose interest is
equally intrigued by adventurous expeditions, luxurious travel, or innovative
appliances. The luxury business model provides a framework that would allow
businesses to reorganize their activities around main points of interest, for example
matching the location of the mine with the location of the gemological lab. In that
case, the Creator field can impart significant information about the cultural back-
ground of the people who worked on cutting the diamonds or those who polished
them and so on, a practice similar to the one communicated by luxury houses in the
leather accessories business where artisans inscribe their initials on each product.
On one hand, the consumer would gain insights into the main agents who made the
purchased stone as beautiful as it appears to be. On the other hand, and because the
fifth C slows down the process of production, diamond retailers may avoid over-
production and focus instead on supplying the market with controlled numbers of
diamond products, a model much closer to how true luxury firms operate.
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8 Conclusions

This case study attempted to explain the predicament the diamond industry faces on
a regular basis with varied intervals of peaks and valleys. This stems from over-
supply of diamonds (both quality and industrial) of often dubious origins and
unclear path to the consumer. The experience gained by working closely with the
local labor force in Botswana revealed the need for stronger inclusion of local
workers in upstream processes, better opportunities in professional development,
and higher standards in execution. With these criteria in place, production of dia-
monds may begin to actually repay the countries of origin for their natural resources
and help them face challenges in other vital domains, such as water and electricity
supply, restoration of the natural environment, and preservation of continuous
source of income that may finally help these countries catch up with the developed
world in health and education. Sustainable luxury is slow. It is not about fast
processes or great numbers of supply. On the contrary, sustainable diamonds that
ascribe to the 5Cs generate wealth for all the stakeholders involved in the creation
process and retain, in addition to monetary value, humanistic value, the most
intangible and yet most fundamental component of luxury.

Appendix: Interview with Giovanna Federico, Ph.D.
Gemological Institute of America Certified Gemologist

TS: Giovanna, you were recently invited to travel to Botswana and assist in setting
up a gemological lab. What type of lab is it?

GF: This new lab, by Gemological Science International originally from New
York, is focusing on cut and polished diamonds exclusively. It is set up so that
employees analyze each single gem and generate a report stating its unique
characteristics.

TS: How does this relate to the entire value chain of diamond mining?
GF: While the process may differ depending on where the mine is located we can

safely assume that operations follow a prescribed sequence from mining the rough
diamonds that are extracted from their natural Kimberlite. Subsequently, rough
diamonds are sorted by quality and size. Then they are cut. This is a very important
step because each rough diamond requires a different cut. That allows the rough to
be cut according to its natural characteristics. By doing so, this process emphasizes
the natural beauty of the stone. Cutting is followed by polishing, which enhances
the diamond’s sparkle. It is only after all these steps have been completed that the
gems reach the gemological laboratory. There, they are analyzed and assigned a
certificate that lists the diamond’s grade. This grading system is based on the “Four
Cs” standard (clarity, cut, color and carat weight).
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TS: You have long experience in these processes. Why do you think that
Botswana offers a challenge to mining companies? Why would they need an expert
like you to assist in organizing the lab? What is different about Botswana?

GF: Botswana is a very interesting place. It is a country with great ambition.
Locals are business-oriented and eager to learn about new processes and anything
that will connect them quickly to the global economy. Locals are accustomed to
seeing a lot of foreigners in Botswana thanks to the diamond industry that is
thriving there. We all know that Botswana has traditionally rendered great numbers
of excellent quality diamonds and a few of substantial number of carats. The
diamond industry, therefore, is fundamental in moving the local economy forward.
Simply put, it is the main source of income for a large majority of the population.
This is not to say that the relationship between Batswanas and foreigners, especially
foreign business entities, is not occasionally tense, especially when things are not
handled properly, or when Batswanas feel shortchanged. Employees at these for-
eign mining companies are well aware of the power they have through organized,
strong unions. In my experience, the local population is of a moderate temperament
and peaceful attitude. But we cannot forget how close their reality is to their recent
experience of the apartheid that dominated their lives for a very long time. Also, in
spite of the general progress in business, the constant flow of foreigners and
Batswanas’ exposure to diversity, Botswana is still a developing country with
tremendous challenges.

TS: This means that arriving in Botswana to set up procedures in a gemological
lab may have been a cultural shock for you.

GF: There are certainly enormous differences in culture, in daily modes of life,
and education between myself and the people I came to train. I try to always take
these into consideration to create a positive and productive atmosphere conducive
to learning.

TS: Other than cultural differences, what are the challenges present in Botswana
in particular?

GF: The biggest challenge is shortage of water. Most of the country’s rivers have
dried up—the entire country is in a state of drought. The government is working
with neighboring countries facilitating the flow of water back into Botswana from a
variety of sources. This is no small feat.

TS: What are the consequences of the water shortage for daily life and
businesses?

GF: When I arrived [in March of 2015] and throughout my stay [that ended in
June of 2015] the water supply was interrupted from 9 am to 6 pm four times a
week both in residential and business addresses. There are private people and
businesses with funds to invest in large water tanks to be installed in proximity to
their residencies or offices.

TS: I understand there can be no diamond mining without water.
GF: Yes, that is correct. Diamond mining relies heavily on the use of water,

especially upstream when the Kimberlite is crushed and washed in order to extract
the rough diamonds. Water is necessary at various stages of the mining process.
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TS: Could you tell us more about the process itself?
GF: I had the chance to visit one of the biggest mines in South Africa on a

different trip. The engineer who took me to 740 m underground explained to me
how the business is organized. Mining companies invest a vast amount of money in
research primarily and, subsequently, digging and exploring. Once the Kimberlite
pipes have been located and confirmed, tunnels are dug out. These tunnels need to
be supplied with water and electricity. Ironically, diamonds, which represent one of
Africa’s important natural resources, require such large quantities of other natural
resources (water and electricity) that are pretty scarce in that entire region. To come
back to the actual mine, I noticed that the tunnels were excavated from above,
laterally, and underneath as well. It is a very complex engineering process. Once the
tunneling system has been completed, the developer builds an entire village around
the mine. This is a full-service urban capsule with shops, restaurants, and medical
facilities all of which are designed to accommodate the miners and their families.

TS: How are the conditions underground?
GF: Conditions underground have improved from the past. Today, developers

build lounges and resting areas below ground for the hundreds of people who work
there daily.

TS: The industry has turned a little bit more humane…
GF: Yes, definitely. It is an industry for the modern world. However, in

Botswana the challenges are numerous. In addition to water shortage, there is a
shortage of electricity. This greatly affects the operations below and above ground.
Electricity is cut at least once a week. Networks require electricity as well. At the
lab, our Internet connection would be interrupted and force the staff to abandon
their tasks or repeat work that they had started. This happened multiple times per
week, every week. Therefore, we need to think of these businesses within the
context of a third world economy and appreciate the extra effort that goes into
cutting, polishing, and grading these diamonds that, we know, will end up at a
retailer’s window on Fifth Avenue.

TS: You spoke of the Internet and computers. How automated are these
gemological labs?

GF: Automated systems are already being considered as an integral part of the
process. However, while labs rely on them above ground, underground automation
has not happened yet. Mining companies are investing heavily in research of
automated systems that will eventually replace the miners who work underground.
This will have life changing consequences for the locals and this is why I believe in
helping them acquire knowledge that will make them employable in operations
above ground. The human and social repercussions of this development are not
been discussed openly. I believe that they present both a threat against Batswanas’
livelihood and a remarkable opportunity for them to be prepared for more
sophisticated, and certainly more comfortable, types of employment above ground.

TS: What were the conditions you faced at the lab when you first arrived?
GF: At that point, the lab was very basically developed. There was one staff

person, a local young lady who had not been fully trained. Her work was incon-
sistent and relied on a very rudimentary technological system. Gemological labs
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required sophisticated machinery both to identify the traits of each gem and to allow
for a seamless workflow that allows each expert to be fully employed all the time.
None of this existed before my arrival in March 2015.

TS: Could you give us more details on this type of technology?
GF: The machinery required is very specific. A lab must be equipped with the

following:

1. Sarine scan: it’s a scanning instrument that reports measurements of each single
diamonds This information will be part of the final report when the diamond
leaves the lab.

2. A diamond scale: This is a very sensitive and precise instrument that focuses
only on the carat weight of the stone. Periodically it needs to be re-calibrated
and cleaned.

3. A high-resolution scope to analyze the internal characteristics of the diamond. It
allows gemologists to assess the stone’s clarity grade.

4. To assess the color grade a lab needs the grading light cabinet, a special box
which mimics natural daylight.

5. A fluorescence box determines the level of fluorescence or the lack of it in a
diamond.

These are the basics of a diamond-grading lab. In other departments, such as the
one determining the stone’s chemical composition and the origin of color, there are
other types of essential equipment, without which a lab cannot be considered
reputable. Yet, not all labs are following these standards and, unfortunately, the staff
at these other labs are not able to determine the grades of the stones and their more
complex traits. They limit their authority in determining authenticity. This is not
nearly enough for diamonds that enter the global trade.

TS: Could you explain how you modernized this lab?
GF: I studied the systems that had been installed and made sure I knew how to

troubleshoot anything related to technology. I also supervised staff while they were
grading diamonds. I organized the lab’s operations and procedures while also
assigned and monitored electrical functions. I designed and implemented new office
systems for maintaining the lab’s efficiency. This included making sure that pro-
curement and set up of equipment (Sarin machine, scopes etc.) was timely and up to
standards. I supervised the staff by actively measuring their results against industry
standards and by making the necessary adjustments. I also acted as a liaison
between the lab and headquarters providing them with summary reports and up to
the minute information on how the systems supported or prohibited the staff from
doing their work. In the process, I recruited a number of new staff, which I found to
be the most satisfying part of my assignment. I trained them on each of the
machines and explained to them the nuances of color, clarity, polish, and symmetry
in grading the stones. At the end of the process, in June 2015, I left the lab with
fully trained staff who could be employable in any lab, even in the most high-tech
facilities in developed economies. Beyond their basic training, the employees were
invited to participate in a series of educational workshops I designed and organized
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as well as encouraged to develop personal networks and to participate in profes-
sional societies. I was personally interested in both leaving an exemplary lab behind
at the end of my visit and in having trained people who would be able to seek new
opportunities within the international community of the diamond mining industry
and trade. When I left Botswana, I had four fully trained locals who were working
at the lab and the office and were generating a workflow of about 150 diamonds on
a daily basis.
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More Than Skin Deep: A Service Design
Approach to Making the Luxury Personal
Care Industry More Sustainable

R. Wakefield-Rann

Abstract The core values of both luxury and sustainability are at odds with a
consumer culture characterised by cheap, disposable products and undervalued
natural resources. Although some product categories within the luxury goods sector
have upheld the values of quality and durability, others, such as personal care, have
come to rely on materials and processes that are harmful to ecosystems and human
health. The luxury personal care industry trades on qualities of purity, freshness,
beauty and the ‘natural’. However, the industry remains unsustainable through its
continued use of single-use plastic packaging and particular synthetic chemical
additives. For this to change, the way in which personal care products are delivered
and administered must be fundamentally redesigned. This chapter presents a case
study of luxury personal care company LUSH, and examines how its innovative
approach to service design could provide a genuinely sustainable model for luxury
personal care companies, and potentially the broader industry. The central elements
of this model include local production, ‘naked’ products, short expiry dates, and
innovative retail design.

Keywords Service design � Sustainable luxury � Personal care products � Social
practices � Endocrine disruption � Plastic pollution

1 Introduction

The luxury goods sector is under increasing pressure to reform its core practices and
values to align with sustainability principles. The concept of luxury has been
accused of being incompatible with sustainability, as it has come to be associated
with waste, greed and social inequality. Reports on business sustainability have also
found that luxury companies have lagged behind other sectors in improving their
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business practices to make them more sustainable (Bendell and Kleanthous 2007).
However, there is a compelling case that core luxury values are aligned with the
values of sustainability, including quality, durability, expert craftsmanship, and the
importance of precious natural resources. For a business to be genuinely sustain-
able, it must emphasise quality over quantity and a reduced rate of consumption:
two of the core values that characterise luxury. Some luxury brands have begun to
successfully make this connection and transition to a genuine model of sustainable
luxury (Tutty 2016). Yet, as this chapter will demonstrate, a number of brands have
attempted to become sustainable while maintaining a business model that still
depends on cheap resource procurement, disposable products and/or packaging and
rapid turn-around. A business cannot be considered sustainable unless it accounts
for its social and environmental impacts across the supply chain, in a way that is
able to meet the needs of current consumers without inhibiting the capacity of future
generations to meet their needs.

Despite the commensurate vales of luxury and sustainability, it has been par-
ticularly difficult for luxury personal care brands to make the necessary changes to
become sustainable. Unlike other luxury product categories, personal care products
(PCPs) are non-durable and are intended to be consumed on a regular basis. These
product qualities contribute to two key barriers currently preventing personal care
businesses from becoming more sustainable: their dependence on disposable plastic
packaging, and their use of certain chemicals for product preservation, fragrance
and texture. This is not to say personal care businesses do not face other sustain-
ability challenges, but that these obstacles have been the most difficult to overcome.
A number of brands have made positive efforts to source more ingredients from
organic and fair-trade producers, use more recycled packaging, reduce their carbon
footprint and exclude some harmful chemicals from their products (Kessler 2015;
Matusow 2010). However, their continued use of plastic and harmful chemicals
means the core requirements of genuine sustainability have not yet been met by any
medium or large-scale personal care brands.

This chapter contends that the key sustainability challenges faced by personal
care companies cannot be resolved unless the daily personal care routines of
consumers can be reformed. Everyday personal care routines for most adult indi-
viduals in wealthy industrialised countries will generally involve combinations of
products, including: anti-bacterial liquid soap and body wash, shaving gel, exfo-
liators, face cleanser, shampoo, conditioner, hair spray, deodorant, toothpaste,
dental floss, mouth wash, moisturizer, face wipes, and for many, numerous kinds of
cosmetics, make-up removal wipes and liquid, nail-polish and anti-aging creams.
This sheer number of products, and the amount of materials, energy and chemicals
required to produce them, are unprecedented in history and result in significant
human and ecological harm. For a brand to be sustainable it cannot contribute to
and proliferate these practices. It must offer a new way of practicing personal care
that does not require an excess of chemicals, energy, materials and packaging.

Sustainability has been difficult to achieve because current market expectations
regarding the shelf life of products, their price, sensual qualities, and ease of use
necessitate the use of durable plastic containers and numerous chemicals. The
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majority of PCPs sold are packaged in disposable plastic containers (Matusow
2010). These not only require non-renewable resources such as petroleum to
manufacture, the products and their packages often contain chemicals that have
been identified as carcinogens, mutagens, allergens or endocrine disrupting
chemicals (EDC) (Liboiron 2015; Kessler 2015; Zoeller et al. 2012). EDCs, for
example, interfere with the development and functioning of the hormonal system,
which has been correlated with numerous health conditions in animals and humans,
including obesity, diabetes and cancer, among others (Diamanti-Kandarakis et al.
2009; Schug et al. 2013). Plastic packaging and the plastic microbeads often
contained in PCPs also end up in the environment, where they have been shown to
cause various forms of harm, including choking and starving animals via ingestion,
and altering the reproductive development of marine species.

This chapter proposes that to become sustainable, luxury personal care com-
panies must employ a new service design model that enables the removal of dis-
posable plastic packaging and toxic chemicals from their products. Service design
has the unique capacity to effectively reform both the organisational structures of
luxury personal care businesses and the expectations consumers have of their
products. ‘Service design’ refers to the way that people, infrastructures, commu-
nications and material components of a service are arranged to produce certain
outcomes within an organisation, or to orient customer behaviour a desired way
(Blomkvist et al. 2010). Unlike product design, service design delivers a constel-
lation of ingredients that work adaptively in unison to support an outcome. In the
case of luxury PCPs, a service design approach offers the ability to re-evaluate and
re-design better ways of coordinating supply chain logistics, organisational struc-
tures, digital customer interfaces, customer support, retailing environments and
product design in support of more sustainable outcomes. Service design could
therefore enable a new way of selling and practicing personal care that attends to
the key pleasures and practical functions people require from their products,
without relying on plastic packaging or toxic preservatives, fragrances and colors.

To determine how luxury personal care businesses can successfully develop a
more sustainable service design model, the complex role of PCPs in people’s daily
lives must first be understood. The first section of this chapter will therefore
examine the numerous functions that PCPs commonly fulfill. If a business fails to
recognise the essential needs or aspirations consumers seek to satisfy through PCPs,
such as cleanliness, beauty and relaxation, it is not likely to succeed on the market.
To determine the most significant targets for sustainable change within businesses,
the subsequent section will analyse the types of harm associated with current PCP
use. This is important because the criteria currently used by personal care com-
panies to define and measure harm have excluded significant variables, most
notably plastic packaging and toxic chemicals.

The following section will examine how the adoption of new models for
designing, manufacturing and retailing personal care by luxury businesses could have
the potential to improve the sustainability of the personal care industry more broadly.
There are two reasons for this: first, as public awareness of the negative impacts of
PCPs has increased, demand has increased for products that exclude potentially
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harmful ingredients (Transparency Market ResearchTMR 2015). This has prompted
more consumers to purchase luxury products, which are perceived to be of greater
quality and more trustworthy (Bendell and Kleanthous 2007). Second, luxury brands
play a significant role in establishing the aspirations and standards of other market
sectors, from premium to budget (Kapferer 2010). This means that the sustainable
practices adopted by luxury companies could catalyze change across the industry.

To demonstrate how this may be achieved, the final section will examine the
service design model employed by luxury personal care brand LUSH. The LUSH
model offers a new way of delivering personal care that has broad appeal, does not
compromise on luxury and does not require synthetic plastics and chemical addi-
tives. Notable elements of their approach include the use of ‘naked’, or
package-free, products, ‘delicatessen’ style retailing, and customer connectivity
with producers and product manufacturers along the supply chain.

2 Why We Use Personal Care Products

Consumer motivations for buying personal care products are intimately linked to
contemporary cultural definitions of beauty and cleanliness, and the personal
hygiene practices we perform to achieve them. The way hygiene and beauty are
measured and understood changes over time, necessitating different products and
routines. Hygiene is defined as the “conditions or practices conducive to main-
taining health and preventing disease, especially through cleanliness” (OED 2016).
However, the modern practices that have evolved to achieve cleanliness and prevent
disease are actually contributing to the rise of certain diseases and the contami-
nation and depletion of the ecosystems upon which we depend.

Historically, ideas about how the body becomes infected by disease, and the
associated programs of hygienic reform, have transformed the meaning of clean-
liness and how it should be achieved. For example, in sixteenth century Europe it
was widely believed that the body was porous and able to be penetrated by heat and
water. As such, bathing was seen as important to restore perceived imbalances in
bodily ‘humours’ (Shove 2003: 86). This transmuted into a belief that opening the
pores to water and the air could let in various maladies and allow vital substances to
seep out. As a result, bathing came to be socially frowned upon. Failure to conform
to contemporary hygiene norms, even if they contradict those that have recently
preceded them, consistently results in individuals being labelled as disgusting and
morally reprehensible (Smith 2007). Conversely, if the prescribed hygiene practices
are performed well, they can actively contribute to what Bourdieu refers to as
‘beauty capital’, benefiting the individual socially and professionally (Ross‐Smith
and Huppatz 2010; Shove 2003).

In addition to disease prevention, insurance against social exclusion, and a desire
to enhance one’s ‘beauty capital’, PCPs are now expected to nourish and restore the
mind and soul. Although rationales for hygiene and personal care rituals are still
well grounded in discourses of germ eradication and aesthetic standards, they have
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been overlaid by narratives espousing the benefits of bathing for relaxation and
stress relief (Shove 2003: 105). PCPs, particularly in the luxury category, offer to
reconnect urban consumers to nature through the use of scent, often invoking
forests, fruit, flowers and beaches. The role of personal care rituals in replenishing
the mind and spirit is supported by the function of the modern bathroom as one of
the few places many people can be truly alone. Bathrooms are often the only room
in modern houses that have a lock (Penner 2013). In this sense, the bathroom is
both a sanctuary in which products are administered for relaxation and a place
where the body is cleansed and prepared according to social expectations.

The multifunctional role that PCPs play in peoples’ lives means that sustainable
reform programs based simply on reducing the number of products currently
consumed is unlikely to produce the required reduction in harmful activity. The
social and personal consequences would be too great. The role of PCPs in enabling
people to simultaneously meet social standards of cleanliness and appearance, while
allowing them to feel relaxed and pampered cannot be ignored. Rather, the chal-
lenge will be to create, and make available, an alternative set of products that cater
to the diverse functions served by current PCPs without the associated harm to
humans and ecosystems.

3 Forms of Harm

To adequately assess how luxury personal care companies can become more sus-
tainable, the nature and extent of the harm they cause must be adequately char-
acterised. To do this, the following section examines the scientific literature that
addresses the negative impacts of PCPs on the environment and people. This
examination will reveal the types of change necessary for the luxury personal care
industry to become more environmentally sustainable and safe and why the
majority of current interventions are insufficient.

3.1 Ecological Impacts

The impact of PCP production, use and disposal on global ecosystems alters the
course of numerous environmental processes, some of which cause explicit harm,
while others are more challenging to quantify and trace. Two forms of harm will be
discussed here: harm linked to product packaging made from plastic polymers, and
harm associated with the chemicals that are added to plastics and the products they
contain. These are not the only aspects of the PCP industry that cause damage to
ecosystems and communities, there are also concerns relating to resource use and
greenhouse gas emissions produced by globalised PCP supply chains (Sayer et al.
2012; Pereira de Carvalho and Barbieri 2012). These issues are already well doc-
umented in other papers (Sayer et al. 2012; Tan et al. 2009). The impact of plastic
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and chemical pollution from PCPs on ecosystems and human health has been
largely neglected in existing attempts to develop sustainable PCPs. The following
paragraphs will demonstrate why these issues must be addressed for a genuinely
sustainable PCP industry to exist.

The plastic packaging used in the majority of hygiene products is cited in the
literature as the product component likely to pose the greatest long-term risk to
global ecosystems (Liboiron 2015: 9; Gabrys 2013). There are now numerous
scientific studies demonstrating that plastic polymers from product packaging are
responsible for choking and entangling animals (Moore 2013) and limiting oxygen
transfer in soils (Barnes et al. 2009). As plastic enters waterways and marine
environments it breaks down into microplastics (5 mm or less), which are ingested
by marine organisms such as fish and birds, and even animals as small as mussels
and plankton (Avio et al. 2015; Browne et al. 2008; Cole et al. 2013).

In addition to plastic packaging, many PCPs contain synthetic plastic polymers
in their formulas in the form of microbeads. The 2015 United Nations Environment
Program (UNEP) report Plastic in Cosmetics: Are we polluting the environment
through our personal care?, noted that plastic ingredients are included in a range of
product types, including: “deodorant, shampoo, conditioner, shower gel, lipstick,
hair colouring, shaving cream, sunscreen, insect repellent, anti-wrinkle creams,
moisturizers, hair spray, facial masks, baby care products, eye shadow (and) mas-
cara” (Leslie 2015). Plastic ingredients from these products regularly enter the
environment from urban areas because they do not decompose in wastewater
treatment systems and are released into waterways via raw sewage, treated effluents,
and as sludge applied as fertiliser to agricultural land.

Research has also found that chemicals that are added to, or accumulate in,
plastic as it moves through the environment, leach out into animal bodies when
ingested (Rochman et al. 2013). This is problematic because most plastic chemical
additives, or plasticizers, are classified as endocrine disrupting chemicals (EDC).
The endocrine disrupting effects of these plasticizers have been observed in
mammals, birds, reptiles, fish, and molluscs in both wild populations (Vos et al.
2000) and in laboratory settings (Oehlmann et al. 2000). A review conducted by
Vos et al. (2000) notes that the causal links between impaired reproduction and
EDCs are now well documented for a number of species, resulting in local or
regional population changes. Examples include: severe population declines in
certain raptor species in Europe and North America due to egg-shell thinning and
impaired reproduction and immune function in Baltic grey and ringed seals.

Despite the existence of strong correlative and laboratory evidence of harm
caused by EDCs, the literature highlights that regulation and remediation are
challenging for a number of reasons. First, the precise causative pathways through
which organisms are affected by plastics and their EDC additives are difficult to
trace and quantify. A key reason for this is that EDCs can often have stronger
effects at low doses (Vandenberg et al. 2012). Second, plastics are ubiquitous,
which makes it difficult to regulate and monitor the distribution of harmful EDCs
(Bushnik et al. 2010; Bergman et al. 2013; Liboiron 2015). As a result, it is no
longer possible to establish uncontaminated control groups for experimental
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scientific research. Evidence of impact, as measured against such control groups, is
required within the current regulatory paradigms of most countries to definitively
establish that a substance is causing harm and act on it. Consequently, the World
Health Organization (WHO) and the UNEP, claim that approximately 800 chem-
icals that are known or suspected to be endocrine disruptors are still produced and
circulated in everyday consumer goods, including PCPs (UNEP/WHO 2013).

In addition to the chemicals used in plastic packaging, a number of studies have
found that chemicals used in the PCPs themselves, include EDCs (Wolff et al. 2010;
Ferrer et al. 2012; Routledge et al. 1998; Stoker et al. 2010; Clayton et al. 2011).
Other chemicals in hygiene products have been linked to different forms of harm,
such as carcinogenic formaldehyde, and quaternium-15 and DMDM hydantoin, the
‘donor’ preservatives that enable it to be released (Kessler 2015; Health and
Services 2014).

Many of these problematic chemicals are washed down drains with products
such as body wash and shampoo. There is research to suggest that they could
potentially be adversely affecting the chemistry of marine ecosystems, particularly
if they are picked up and carried by plastic polymers (Leslie 2015). A 2015 study
by Carbajo et al. examined the aquatic toxicity of eight preservatives frequently
used in PCPs, finding that they all showed considerable toxicity in the studied
biological assessments, with differing levels of potency (Carbajo et al. 2015). In
addition to ecological impacts, PCP chemicals can have an impact on humans
through the ingestion of effected marine products or direct application to the body
(Diamanti-Kandarakis et al. 2009). The following section will briefly examine what
is known about the impact of chemicals in PCPs on human health.

3.2 Health Impacts on Humans

An increasing body of research suggests that chemicals in many hygiene products
can have endocrine disrupting effects in humans via direct use. There is strong
correlative and laboratory evidence to suggest that EDCs are involved in a number
of health conditions, including feminization of male foetuses, early-onset puberty
and menopause and senility, obesity, diabetes, stunted brain development, mis-
carriage, and cancer, among others (Grün and Blumberg 2009: 20; Reuben 2010:
40; Bergman et al. 2013; Di Renzo et al. 2015). In Nordic countries, research
suggests that the adverse effects on male reproductive systems from regular
exposure to EDCs, including the use of hygiene products, could be costing up to
€36 million for each year of exposure (Olsson 2014: 55). However, assessing harm
to humans is beset with the same issues faced when establishing harm in ecological
settings. In both cases there is difficulty in determining linear, clear, repeatable
causation pathways between a chemical and a specific form of harm (Liboiron
2015). For this reason, the harm caused by EDCs is commonly compared with that
caused by smoking: both are strongly correlated with particular health effects, but
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neither can be shown to directly cause harm (Pasqualotto et al. 2004; Liboiron
2015: 3).

Despite the strong correlative evidence that EDCs are involved in promoting
certain diseases, the experimental conditions required to prove this, and support
decisive action, cannot be obtained (Liboiron 2015). The issue is not lack of cor-
relative evidence between EDCs and health effects, but that the evidence does not
provide a definitive picture of which chemicals produce which effects and at what
levels. Endocrine disruption can manifest differently in different bodies depending
on the hormones and receptors affected and the age of the person (Huang et al.
2015). Young children, pregnant women and foetuses are more susceptible to
certain manifestations of endocrine disruption (Diamanti-Kandarakis et al. 2009;
Reuben 2010). In addition, there are no test bodies against which exposure effects
can be measured, as all bodies already have active hormones, and all bodies tested
globally contain traces of synthetic EDCs (Meeker et al. 2009; Bushnik et al. 2010).
This presents a problem for regulation and other forms of action to mitigate
potential harm.

One of the most important considerations highlighted in the literature is that
when assessing the potential harm of hygiene products no chemical product can be
examined in isolation, as aggregate exposures, or what is commonly termed ‘the
cocktail effect’, influences how chemicals interact and behave in bodies (Loretz
et al. 2008; Meeker et al. 2009). Consider how many PCPs the prototypical modern
woman in an industrialised country may use each day. She might begin her day
with a shower using exfoliating body wash, shampoo, conditioner, and foaming
face cleanser, to be followed immediately by the application of moisturiser,
make-up, hairspray and deodorant. Preservatives and fragrances commonly used in
all of these product types have been identified as EDCs (Biesterbos et al. 2013;
Kessler 2015). The effects of EDCs in PCPs are also influenced by EDCs used in
other everyday products, for example water bottles and food tins containing BPA.
Gosens et al. (2014) argue that the aggregation of exposure to a substance from
different sources via different pathways is not adequately addressed in common risk
assessments of chemical substances, leading to a significant underestimation of risk.

Many of the chemicals in consumer products that have been tested and banned
are replaced by other untested chemicals that behave in the same way, and are often
subsequently also banned (Lakind and Birnbaum 2010; Blum 2016). Johnson &
Johnson are currently in the process of reformulating hundreds of their products to
find substitutions for a number of ingredients that have attracted safety concerns
(Kessler 2015). Because the company wishes to retain the colour, scent and texture
of many of these products they are seeking chemicals that behave in the same way
as the old ones. However, one of their research development managers acknowl-
edged that tinkering with the formula of a product often has unintended conse-
quences, and that fixing one problem often creates another (Kessler 2015). This
process of substituting one harmful chemical with another that behaves in a near
identical way has been likened to a game of “whack a mole” by the former com-
missioner of the US Food and Drug Administration (FDA) (Kennedy 2007).
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In response to the enduring problems associated with chemical substitutions in
consumer products, scientists are increasingly advocating a ban on entire classes of
chemicals. For example, the Green Science Policy Institute, is calling for a 50%
reduction over the next five years in the use of six families of chemicals used in
consumer products: highly fluorinated chemicals, flame retardants, organic sol-
vents, certain metals, antimicrobials, bisphenols, and phthalates (GSPI 2016). The
latter three of these classes are commonly used in PCPs. A number of scientists,
including The Endocrine Society, are also calling for the Precautionary Principle to
be instituted more rigorously in business practices, which would require industry,
and society more broadly, to ask if we need particular chemicals, given their
potential for harm (Zoeller et al. 2012; Diamanti-Kandarakis et al. 2009).

Even if problematic classes of chemicals were banned, the way that PCPs are
manufactured and used must be fundamentally redesigned if equally damaging
substitutions are to be avoided. The dominant structure of PCP supply chains at
present necessitates the use of strong yet flexible packaging to ensure easy product
transport and use, and preservatives to prolong shelf life (Kessler 2015). Liquid
products generally require more preservative than solid or dry ones to prevent
microbial growth (LUSH 2016b). If the dominant supply chain model is to be
maintained, it is likely that the problem of substitution will continue, as its func-
tionality depends on products continuing to behave in the same way. The following
section will address public and PCP industry responses to these concerns and why
the luxury sector is important for broader change across the PCP industry.

4 How Luxury Can Improve the Sustainability
of the Personal Care Industry

The luxury sector of the personal care industry has the capacity to affect positive
change beyond the regular luxury consumer market. Consumers who have not
traditionally participated in the luxury market are increasingly turning to luxury
PCPs because they are perceived to be more trustworthy, unadulterated, pure and
concerned with quality than other product categories. The demand for luxury
products, particularly those with ‘organic’ or ‘natural’ attributes, has increased as
public awareness about the health and environmental impacts of chemicals in PCPs
has improved. According to a market report published by Transparency Market
Research, the demand for organic PCPs globally is expected to experience a growth
rate of 9.6% from 2012 to 2018 (TMR 2015). In a comprehensive survey reported
by Statista the most commonly reported reason for purchasing luxury PCPs was “I
believe luxury personal care products are better for my body” (Statista 2012). This
trend towards purchasing luxury PCPs for health reasons is represented in
numerous places around the world (Bendell and Kleanthous 2007).
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Consumers are also turning to the luxury sector because it is increasingly per-
ceived as an avenue to express one’s deepest values, including care for the envi-
ronment. According to recent WWF report Deeper Luxury on the sustainability
performance of luxury brands, one’s capacity to purchase products that reflect
personal values and aspirations for a better world are now key defining features of
personal success (Bendell and Kleanthous 2007). They report that this is not only
the case for Western luxury consumers but also the wealthy and middle classes of
Latin America, Asia and Eastern Europe. It is therefore logical to infer that as
luxury brands increasingly position themselves as avenues through which one can
express ethical values, consumers would view luxury PCPs as a viable solution to
their sustainability and health concerns. The increasing market share of luxury
personal care brands, due to their perceived health and ethical benefits, has afforded
the luxury sector a greater capacity to reduce the harmful impacts of personal care
practices.

The reach of luxury brands has also been extended with the rise of ‘new luxury’.
Luxury brands are broadening their product ranges with ‘masstige’ (prestige for the
masses) products that are more accessible to middle-class consumers (Truong et al.
2009; Kapferer and Bastien 2009). This masstige approach is now one of the major
growth strategies for luxury brands (Truong et al. 2009). While this strategy has
increased the influence of luxury brands, it has made it harder to appeal to con-
sumers on the basis of exclusivity. Rather, value is more often being added through
the improvement of environmental and social performance (Bendell and Kleanthous
2007). This confluence of broad appeal and a greater concern for the values that
brands represent, mean that the luxury sector of the PCP market is well positioned
to lead change.

The increasing popularity of luxury PCPs and their association with sustainable
values potentially provide important opportunities to reduce the harmful impacts of
PCP production and use. However, the types of reforms that are currently being
made to create more sustainable and healthy brands have largely been tokenistic or
misguided. The following section examines the ways in which PCP brands have
been reforming their products and business models to become more safe and sus-
tainable, and why these attempts have not been sufficient.

5 Addressing Ineffective Sustainability Strategies

In recognition of the increased demand for natural products, many luxury and other
PCP brands have changed aspects of their production, branding and retailing
strategies. The methods employed by companies to increase the ‘green’ credentials
of their brands can be loosely grouped into five broad strategies: first, the substi-
tution of chemical preservatives or fragrances that are thought to be harmful, with
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others that serve the same function; second, the addition of organic ingredients;
third, the use of post-consumer recycled packaging or ‘eco-packaging’; fourth,
marketing the ‘natural’ attributes of products; and fifth, supporting charities or
initiatives that align with the values they aspire to represent.

The removal of particular chemicals that have attracted public disapproval is one
of the key ways companies attempt to improve their health and sustainability cre-
dentials. For example, Avon have reportedly vowed to stop using the anti-bacterial
chemical triclosan, while Johnson & Johnson have vowed to eliminate both tri-
closan and Diethyl phthalate (DEP) from all products (Kessler 2015). It is now
common to see brands labeled as paraben-free, such as Jurlique and Clinique, or
exclude the chemicals from some of their products, such as Estee Lauder, Lancôme
and Elizabeth Arden, as part of their natural marketing strategies.

The addition of organic ingredients is another common strategy used. By
sourcing some organic ingredients companies are able to use the term in their
marketing. A number of brands, including L’Occitane, Burt’s Bees, Aveda and
Dr. Hauschka have glossaries for their natural or organic ingredients on their
websites, but omit details about their synthetic ingredients. The terms ‘natural’ and
‘organic’ have no legal definitions, so can be used in marketing without adhering to
specific criteria. Some companies seek to add credibility to their brand by joining
labelling schemes that require them to meet certification criteria (Hartlieb and Jones
2009). This provides more certainty for the consumer that companies can be held
accountable to their claims. However, many of these schemes only relate to one
aspect of sustainability, such as the organic production of raw materials or the use
of sustainable palm oil (Alves 2009; Teoh 2010). This, plus the lax certification
criteria of some schemes, means that the inclusion of sustainability certifications on
labels can be deceptive to consumers (Alves 2009: 6).

A number of brands also make appeals to the concept of recycling to improve
their sustainability credentials. Burt’s Bees, L’Occitane, and Estee Lauder, among
many others, advertise that at least a portion of their products are sold in
post-consumer recycled plastic. The first problem with recycling is that people often
do not recycle recyclable products. The second is that the process of recycling is
still very resource intensive: it consumes energy, requires virgin materials, and
creates pollution (Liboiron 2009). At best it can marginally minimise the impact of
a product, and at worst, it can encourage the use of disposables even further. The
notion that a product is recyclable, or made from recycled materials, gives the
impression that the product causes less environmental damage. This allows our
unsustainable reliance on disposable products to continue without acknowledging
the high energy and material costs still associated with the routine use of recycled,
or recyclable, single-use products. Plastics are particularly inefficient to recycle as
there are many types of plastic, each of which has a different melting point, set of
plasticizing chemicals, and density (MacBride 2011). This makes recycled plastics
harder to use as raw stock material. As a result, the recycling of recovered plastic
cannot be considered a sustainable solution to plastic waste.

More Than Skin Deep: A Service Design Approach … 221



The terms ‘Sustainable’ and ‘Eco-packaging’ also represent a form of ‘green
washing’. Forecasters have predicted that the sustainable packaging sector will
grow faster than the packaging industry overall (Matusow 2010). They also predict
that the fastest-growing segment of the sustainable packaging sector will be
plastic-based packaging. Davide Nicosia of design firm NiCE Ltd. promoted the
fact that they had developed a way to reduce the amount of plastic in a shampoo
bottle by 13%, as a way to achieve a more sustainable product (Matusow 2010).
The remaining 87% plastic is still an unsustainable amount of plastic for a dis-
posable product to contain, and therefore should not be considered ‘Sustainable’
packaging.

Companies use green marketing strategies not only to promote or exaggerate
natural elements of their products, but to grow the market demand for products with
these attributes. Since a number of large companies have invested in natural product
ranges, or acquired brands situated in the natural and organic sector, it is in their
interest to further promote ‘natural’, ‘organic’, ‘sustainable’ and ‘toxic-free’ qual-
ities as key attributes that consumers should consider when purchasing PCPs (TMR
2015; GVW 2015). Examples of companies that have sought to increase their
presence in the natural product market, and thereby expand it, include L’Oreal,
which acquired Kiehl’s in 2000 and The Body Shop in 2013, and Clorox which
acquired Burt’s Bees in 2007 (GVW 2015).

Another common strategy, employed by luxury personal care companies in
particular, is to associate the brand with a social or environmental cause that is
unrelated to the operation of the business. An exemplary case is Crème de la Mer
by Le Mer, an Estee Lauder brand, which donates a portion of sales revenue to
National Geographic to promote ocean conservation. However, Crème de la Mer is
packaged in small jars with plastic lids. The product is therefore contributing to the
production and distribution of disposable plastic packaging, one the greatest threats
to the world’s oceans. This type of strategy is not necessarily harmful, but it has the
capacity to be if the brand using it is undermining the values it is espousing.

The identification of these strategies does not suggest that personal care brands
are not genuinely committed to making their products more safe and sustainable.
The ethos of many luxury brands such as L’Occitane and Aveda have resulted in
them making changes that are less tokenistic, and have positive impacts on the
environments and communities from which ingredients are sourced. However, their
continued use of plastic packaging precludes their products from being classified as
genuinely sustainable and safe.

The substitution of problematic ingredients, the sustainable sourcing of some
materials, and the use of recycled or recyclable materials are not sufficient inter-
ventions to make a product sustainable. To understand how more meaningful
change may be created, the following section will examine how an intervention at
the service design level might provide opportunities for meaningful change to
occur.

222 R. Wakefield-Rann



6 Intervening in Personal Care Practices

Current expectations about what products should be able to do, and the ways
collective personal care routines are performed, necessitate the use of plastic con-
tainers and chemical additives. As certain products enter our daily lives, become
normal and alter the way we conduct certain activities, they shape our expectations
around what it means to do those activities well (Shove 2003: 79–91). For example,
the introduction of liquid soap and body wash in plastic pump-packs and squeeze
bottles is replacing the use of bar soaps in daily washing practices around the world
(Mintel 2015). The introduction of this new technology has influenced what we
expect from washing, via the marketing of these products and how we have come to
use them. Liquid soaps are touted by marketers to be more hygienic than soap bars,
as they are contained in sealed, impenetrable packages and cannot accumulate dirt
and other particles. They also do not leave a sticky residue where they are stored.
Additives to liquid soap and body wash also influence our expectations about what
a body-cleansing product should accomplish. They will often include exfoliating
microbeads, vitamins, anti-bacterials, anti-perspirants, moisturisers, fragrances that
evoke nature, and foaming surfactants to make users feel like they are cleaning
more effectively. The normalisation of multi-functional body care products has
created new expectations around the functions that products should fulfil and
ultimately what it means to be clean (Shove 2003: 79–91). To create more sus-
tainable PCPs, our routines and the functions that PCPs perform within them, must
be reassessed.

The majority of PCP brands proclaiming to be sustainable are intended to
integrate into current routines are consequently unable to challenge and resist some
of the most unsustainable elements of personal care practices. Influential systems
theorist Donella Meadows proposed a hierarchy of effective points to intervene in a
system. According to this hierarchy, interventions involving chemical substitutions
and the addition of organic ingredients could be placed at the bottom, as they
involve tinkering with numbers, or ‘diddling with details’, but do not affect the
positive feedback loops that reinforce unsustainable behaviours (Meadows and
Wright 2008: 148). What is required, then, are products that encourage people to
practice personal care differently, but in a way that is attractive and viable for
individuals currently engaged in unsustainable consumption practices.

7 LUSH: Fresh, Handmade Cosmetics

The British luxury cosmetics company LUSH have pioneered a new service model
for the manufacturing and retailing of PCPs. LUSH are a private company founded
in Dorset, England in 1994 that exclusively produces handmade PCPs (Buchwalter
2007). They currently have over 900 stores globally in 49 countries (LUSH 2016a).
LUSH occupy a unique place in the luxury personal care market, as they appeal to
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traditional values of superior quality, beauty, bespoke products, and indulgence,
they are also known for their social and environmental activism.

The reason LUSH has been selected as a case study, rather than a smaller luxury
company connected to a single location, is specifically because they have demon-
strated their global appeal and the capacity to influence trends in multiple cultural
contexts. This means that they, or other luxury brands following this model, could
have a greater potential to effect change in collective practices and conventions.

It must be noted that LUSH still engages in some of the practices that have been
identified as concerning throughout this chapter. Despite selling 46% of their
products without packaging, they still use containers for the remainder (LUSH
2016e). Like other brands, they have attempted to reduce their impact by only
providing packages made from post-consumer recycled plastic, recyclable or
biodegradable materials, and incentives are provided to return recyclable packages
to stores for recycling. For example, LUSH Australia states that customers can
bring back 5 empty black pots to receive a free ‘Fresh Face Mask’ (LUSH 2016e).
They also continue to use synthetic preservatives, fragrances and colours in a
number of products. This is because they have made the decision to continue selling
product types, such as liquid gels, moisturisers, perfume and make-up that require
these ingredients to function as intended. However, LUSH’s innovative service
model is not undermined by the continued sale of these products, because it is not
dependent on them, and could remove them if desired.

Concerning products notwithstanding, this chapter proposes that there are four
notable elements of LUSH’s service design which could provide a basis for luxury
personal care companies to become genuinely environmentally sustainable and safe
without compromising on luxury and ease of use.

7.1 Service Elements

The first important element of LUSH’s Service Design is the use of packaging-free,
or ‘naked’, products. Nearly half of LUSH’s products have no packaging. This
amounts to over 100 products including soaps, bath bombs, shampoo bars, bubble
bars, massage bars, body butters and solid facial cleansers. According to LUSH’s
Fresh Thinking catalogue, their first shampoo bar weighed 55 g, was one fifth the
size of a 250 g bottle of shampoo but lasted three times as long. These bars not only
omit plastic, but often do not require anti-microbial preservatives because they do
not contain water. LUSH have since increased their packaging-free range and in
2007 launched a global campaign called Get Naked. This involved employees
removing as much clothing as they dared in protest against extra packaging. This
promotional activity was reinforced through a mini-website called The Naked
Truth, which provided information on the harms associated with packaging and
offered a “buy two, get one free” deal for all products without packaging. The use
of this strategy demonstrates that ‘naked’ products are perceived as something that
could actually improve the popularity of their brand, rather than detract from it.
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Far from being a disincentive, some research suggests that products with less
packaging actually reinforce consumer trust. According to research conducted by
Di and Arbajian (2014) the exclusion of packaging enables people to conduct a
sensory evaluation of a product rather than having to rely on the claims made on its
packaging. The sensory recognition of products is being increasingly promoted as
an important component of brand recognition and success (Lindstrom 2005). The
ability to experience a product before buying offered by packaging-free retailing
means the removal of packaging is not necessarily a concession to sustainability,
but an asset.

The second important element of LUSH’s service design model is their use of an
attractive ‘delicatessen style’ retailing environment. The interactive sensory expe-
rience offered by naked products is amplified at the store level. Stores are designed
to have different sections that invite customers to experience products in various
ways. Unwrapped slabs of colourful soaps are stacked in one area, ready for sales
staff to cut off custom-sized chunks on a wooden board, which are then wrapped in
greaseproof paper. In another corner there may be a bar of fresh skin care products
where facemasks can be ladled out of pots. When LUSH began, its target market
was young, however the ‘delicatessen’ approach appeals to a wider market and now
their fastest growing sector is the 35–50 age group (Buchwalter 2007). This is
potentially because the ‘deli’ approach allows customers to have products
custom-sized and conduct a thorough sensory evaluation of the products before
selecting which one they want, much like choosing the nicest looking apple at the
grocer. This element of choice holds significant appeal and potential to expand
retail models that do not rely on packaging.

Third, LUSH have a relatively transparent approach to ingredient sourcing and
customer relations. Unlike a number of the other companies discussed in this
chapter, LUSH publishes their full ingredient list online, and attempts to justify
their use (LUSH 2016d). This is not to suggest that all elements of their business
practice are transparent, only to illustrate their transparency is superior to other
comparable brands. With respect to their strong ethical stance against animal
testing, they not only refuse to buy raw products from companies that test on
animals, but have actively helped raw material suppliers convert to no-animal
testing policies throughout their business (Buchwalter 2007). This approach of
actively lobbying producers to change practices that contradict company values
should be an integral aspect of an ethical business. LUSH also allow themselves to
be held accountable by the public if they fail to meet their ethical, or any other,
standards. This is done through the use of online forums such as the LUSH North
American online forum, which has a section titled Rants and Raves, under which
customers can express their thoughts on any aspect of the brand without it being
censored (Buchwalter 2007).

Fourth, LUSH involves customers in the production of their products. There are
two notable ways this is done. The first involves the identification of the person that
handmade the product. The majority of LUSH products are handmade within rel-
atively close proximity to the point of sale, partially because of the preservation
requirements of some products. Every item has a sticker on it with an image of the
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person who made it, the date it was made and when it will expire. According to
Buchwalter (2007), customers get to know the products made by certain makers and
even become fans of particular producers. The second is a newer initiative called
LUSH Kitchen which provides customers with an insight into the production
process via short videos regularly uploaded online, and even allows them to order
the exact products they see being created (LUSH 2016c). This is part of a digital
strategy, created in collaboration with Method, that won a User Experience Award
in 2014 (UXAwards 2014). Both of these methods serve to reconnect customers
with producers in innovative ways that do not depend on enterprises being small
scale and locked into a single location. By engaging individuals with the contents of
their products and how they are made, they become more aware and better equipped
to scrutinise such processes.

7.2 Further Steps

There are crucial areas for improvement that must be addressed for the LUSH
service design model to function in a comprehensively sustainable and safe way.

The first is the discontinuation of liquid products that require plastic packaging and
synthetic preservatives. The continued use of these products not only has direct envi-
ronmental impacts, but perpetuates personal care practices that necessitate their use.

The second consideration is the local sourcing of ingredients. Although much of
the product production takes place in close proximity to stores, raw ingredients are
still sourced globally. This not only has an impact in terms of resources and
greenhouse gas emissions associated with transport, but in terms of the packaging
required for transporting goods long distances. Companies could therefore emulate
the model proposed but focus on developing formulas that are based on ingredients
that can be sourced or grown local to the stores.

The final point that must be considered is the accessibility and convenience of
the products. In order to have the greatest impact, products should not only be
available to the wealthy. This means that product prices should be less than stan-
dard luxury products, without compromising on luxury attributes, as with other
brands that fit the new ‘democratised’ luxury model.

7.3 Management Implications

The way that businesses redesign their supply chains, retailing strategies and
products to meet the basic criteria for sustainability specified in this chapter can be
successfully conducted in a number of ways. The LUSH model does, however,
suggest some valuable ways that particular management structures and strategies
could be used. LUSH have noted that their flat organisational structure has con-
tributed to their capacity to be responsive to local needs while ensuring that
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decisions reflect the core ideals and values of the head management team (LUSH
2016a). Although a close connection is maintained between retail employees and
the guiding values of company directors, LUSH has allowed the makers of their
handmade products a considerable degree autonomy over how they are made. This
contributes to a sense of bespoke product creation and fosters customer connection
and loyalty to individual makers.

8 Conclusions

Plastics and manufactured chemicals afford luxury PCPs the temporal qualities and
multi-functionality needed for individuals to conveniently clean, adorn, pamper and
relax themselves according to current cultural norms and expectations. These
qualities also determine the post-consumer life of these products as they breakdown
in environments and bodies, and integrate into these natural systems in complex
ways. Their biological effects can be seen over generations, and their ecological
effects over centuries.

The way that sustainability and harm are understood and measured influences
where the boundaries around the problem are drawn and what is defined as a matter
of concern. If companies were to acknowledge that the continued use of plastics and
particular classes of chemicals are crucial elements of environmental and human
health problems, they must also acknowledge that change cannot simply be
achieved by substituting certain ingredients. Change must involve a restructuring of
the dominant ways of manufacturing, transporting, retailing and using PCPs in
everyday life.

The luxury ethos provides a promising basis for an intervention to reverse the
positive feedback loops that reinforce unsustainable behaviours. The luxury sector
has the power to and to transform the values that underpin how and why personal
care practices are performed. If this new model is to be sustainable, it must also be
widely accessible. Changes made in businesses that only a few have access to will
minimise damage, but cannot hope to alter collective personal care practices at the
scale required. The increasing appeal of luxury across a broader market and the
tendency for practices in the luxury sector to flow into other sectors makes luxury
businesses a promising intervention point for change across the industry.

The version of the LUSH service design model presented in this chapter offers a
new way of provisioning personal care that has global reach, yet does not neces-
sitate long-lived synthetic plastics and their chemical additives. The use of ‘naked’
products, sensory engagement, ‘delicatessen’ style retailing, and connectivity with
raw ingredient and product producers, enhance product appeal, consumer trust and
connectivity along the supply chain. The transformative capacity of this model
depends on it being implemented in a way that maintains a commitment to sus-
tainability, while recognising the pressure on individuals to conform to particular
hygiene and beauty norms, and the time pressures that govern personal care rou-
tines within modern life.
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Luxury personal care brands have an important opportunity to set new sus-
tainability standards and practices for the personal care industry and consumers.
This chapter has provided insight into the shortcomings of current attempts to
implement sustainable business models and establish the basic criteria required for
any personal care business to be considered sustainable. Looking to the future of
luxury personal care, the best way for each business to meet sustainability criteria
and implement a new service design model will differ depending on their current
supply chain structure, organisational structure, scale and customer base. Further
research must therefore be undertaken by each business to ensure the service design
model they adopt is appropriate for the operational context, without compromising
on essential sustainability requirements.
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Part III
Sustainable Luxury Business Practices:

Different Aspects



Promoting Sustainable Management:
World Wildlife Fund’s Hybrid Strategy
to Change the Luxury Industry

Graham Bullock

Abstract Scholars generally characterize activist organizations as pursuing either
“reformist” or “radical” agendas and using either collaborative or confrontational
strategies to engage with firms. This paradigm oversimplifies the behavior of these
organizations and ignores the possibility that they may pursue hybrid approaches
that combine a range of strategies. This chapter explores how the non profit WWF
used such an approach to engage the luxury industry in its 2007 Deeper Luxury
report. The chapter analyzes the report’s descriptive and injunctive normative
statements that positively engage the industry and its controversial rating system
that directly confronts the top ten luxury firms. The chapter also examines the
sustainability-related documents of the ten rated companies, and finds that their
responses to WWF’s normative demands varied significantly, with L’Oreal,
LVMH, and PPR demonstrating the greatest responsiveness. It concludes that this
hybrid approach had mixed results in promoting sustainable management within the
luxury industry, and may require collaboration among organizations with different
skills and reputations.

Keywords Luxury � Sustainability � Industry norms � Nongovernmental organi-
zations (NGOs) � Environmental assessment � Corporate social responsibility
(CSR)

1 Introduction

In 2007, the United Kingdom’s World Wildlife Fund office (WWF-UK) released a
report entitled, “Deeper Luxury: Quality and Style When the World Matters.”
Written by two advisors to the organization and clearly displaying WWF’s panda
logo on its cover, this report called on luxury companies to “put sustainability
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issues at the heart of their business strategy and to benchmark their progress”
(Bendell and Kleanthous 2007). It maps out the threats and opportunities facing the
industry, challenges the myths of “shallow luxury,” and grades the performance of
the ten largest global luxury companies. L’Oreal, Hermes and LVMH received the
highest grades in the group (C+) while Bulgari and Tods received the lowest (F).
The 45-page report also discusses cutting-edge examples of sustainably-designed
luxury goods, and presents a ten point plan to “unlock the latent commercial
potential of sustainable luxury brands” (Bendell and Kleanthous 2007).

Why did WWF-UK, the oldest national organization of the largest multi-national
conservation non-governmental organization (NGO) in the world (Banks 2010),
decide to write this report on the luxury industry? What does this report reveal
about WWF-UK’s strategy for engaging the industry, and how have the companies
responded to the claims and recommendations made in the report? How effective
was it as an engagement tactic for WWF-UK? This chapter addresses these ques-
tions within the context of scholarly research on non profit strategy and the rela-
tionship between business and society, and shows how the Deeper Luxury report is
an intriguing and provocative example of a non profit organizational tactic that
reflects a hybrid organizational strategy. This hybrid strategy combines con-
frontational and advocacy elements with collaborative and operational features
(Parker 2003), and creates both risks and opportunities for non profit organizations
attempting to engage the private sector.

2 From Organizational Macro-Strategies to Campaign
Micro-Tactics

Past research has focused on describing and evaluating such non profit strategies at
the level of the organization. As Moore (2000) outlines, non profit organizational
strategies should take into account the public value they expect to create, their
sources of credibility and legitimacy, and their operational capacities. Scholars have
developed increasingly sophisticated metrics that take into account these different
factors and attempt to measure the operational effectiveness of non profit organi-
zations (Sowa 2004; MacIndoe and Barman 2013). Researchers have also con-
ducted case studies of particular non profit strategies, such as partnerships with
government, cause-related marketing, and collaborations with industry
(Liston-Heyes and Liu 2010; Ber and Branzei 2010; Pinkse and Kolk 2012; Austin
and Seitanidi 2012; Cornforth et al. 2014). While some research has investigated
the factors that lead stakeholder groups to target particular firms (Hendry 2006),
less work has been done exploring why these groups focus on particular industries
and economic sectors.

Other scholars have developed useful typologies and classifications of these
organizational strategies (Bosso 1995; Frooman 1999; Hond and Bakker 2007;
Kourula and Laasonen 2010; Schiller and Almog-Bar 2013). Elkington and Beloe
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(2010) categorize environmental non-governmental organizations, for example, as
either “polarizers,” which “aim to achieve change by disrupting the status quo
through confrontation,” or “integrators,” which “aim to achieve change through
constructive partnerships with businesses, governments, and other stakeholders.”
This classification is similar to Hoffman and Bertels (2010: 62) distinction between
“bright greens” that work within the market system and “dark greens” that seek to
radically change that system. Den Hond and Bakker (2007) propose that “refor-
mative” activist groups are more likely to focus on the reinstitutionalization of new
norms and utilize tactics of material and symbolic gain for targeted firms, while
“radical” activist groups are more likely to emphasize the deinstitutionalization of
existing norms and utilize tactics of material and symbolic loss for targeted firms.

Less attention has been paid in the literature to studying and evaluating the
specific tactics non profit organizations use in their campaigns to engage companies
and how they fit into these broader strategic frameworks and typologies. Such
analyses are particularly important in understanding how the non profit sector
engages with the private sector on issues relating to their mission. Specifically, why
do non profit organizations choose to focus on particular industries, how do they
choose to engage them, and how do those industries respond to their method of
engagement? Such a focus on micro-level tactics can improve our understanding of
more macro-level organizational strategy, and show how the “on-the-ground”
operations and tactics of non profits do not always fit neatly into the idealized
typologies described in the literature. It can also reveal the difficulties and com-
plexities organizations face in implementing such strategies, and highlight oppor-
tunities to improve upon them in the future.

Van Huijstee and Glasbergen’s (2010) work on Rabobank is one of the few
studies that effectively utilizes the theoretical frameworks discussed above to
analyze the specific tactics used by non-governmental organizations. They explore
how two environmental organizations used contrasting strategies to engage with
Rabobank, a Dutch for-profit financial services provider. World Wide Fund for
Nature Netherlands, a typical “engager” that uses symbolic gain strategies, devel-
oped a partnership with Rabobank to launch a climate-neutral credit card, while
Friends of the Earth Netherlands, a typical “confronter” known for its symbolic
damage approach to companies, published a report on the role of Dutch banks in
climate change that inflicted “substantial symbolic damage” via attention from both
the media and Parliament. The authors found that both strategies were effective, and
complemented each other in ways that successfully deinstitutionalized and rein-
stitutionalized norms around bank policies that relate to climate change.

In light of this result, is it possible for one organization to develop a tactic that
effectively creates both symbolic damages and gains and enables it to act as an
engager and confronter simultaneously? Following the work of van Huijstee and
Glasbergen (2010) but instead focusing on a single organization attempting to
implement such a hybrid corporate engagement strategy, this chapter analyzes
WWF-UK’s Deeper Luxury report as a micro-level tactic that reflects the broader
strategic orientation of the organization towards the luxury industry. In order to
address the research questions outlined above, the chapter explores the nature of the
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luxury industry and its complicated relationship to sustainability efforts, conducts a
detailed content analysis of the Deeper Luxury report, and examines the
publicly-available sustainability-related documents produced by the ten companies
evaluated in the report. It utilizes a variety of both qualitative and quantitative
content analysis methods to both document the different forms of normative
statements found in the report and explore its use of both normative change and
performance measurement to engage the luxury industry. The analysis contributes
to existing literature on the luxury industry, non profit organizational strategy, and
corporate social responsibility, and has important implications for the relationship
between business and society and efforts to extend corporate citizenship initiatives
into new sectors and issue areas.

The chapter shows how WWF-UK, in order to attract the attention of one such
sector, the luxury industry, used its Deeper Luxury report to engage in a
two-pronged hybrid strategy that focused on both changing industry norms and
measuring industry performance. Such a strategy has the potential to overcome the
limitations of each approach in isolation and serve as a compromise response to the
perception of “sustainable luxury” as an oxymoron. It also enables WWF-UK to
play the role of both an integrating “bright green” and a polarizing “dark green” by
highlighting both the best and worst practices in the industry. WWF-UK plays the
integrator role through the report’s emphasis on normative change and its greater
prevalence of positive, prescriptive statements that encourage the industry in a more
sustainable direction. By also giving the luxury companies relatively poor grades
that frame the overall industry’s performance as lackluster and deficient, WWF-UK
uses the report’s performance measurement component to simultaneously play the
polarizer role.

While the use of both normative “carrots” and measurement “sticks” may have
encouraged some luxury companies, such as L’Oreal, PPR, and LVMH, to expand
their sustainability-related reports and programs, it appears to have had a more
limited effect on other companies, such as Swatch, Bulgari, and Tods. These mixed
results reveal important challenges facing such hybrid strategies—they are difficult
to implement and organizations such as WWF who traditionally play the role of
“good cop” may not be as effective at simultaneously playing the role of “bad cop.”
Advocacy organizations should therefore consider collaborating with other orga-
nizations that can complement their skills and reputations in pursuing such strate-
gies, and be prepared to pursue more purely confrontational or collaborative
approaches if they fail.

This chapter is divided into five parts. The first part discusses the opportunities
and challenges associated with encouraging a more sustainable luxury industry in
light of both WWF-UK’s stated reasons for publishing the report and insights from
the literature on luxury. The second part analyzes the two components of
WWF-UK’s strategy—encouraging normative change and measuring performance.
The third part describes an industry association’s initial response to the report, and
the fourth part provides insights into the industry’s response over time by pre-
senting data from a content analysis of the sustainability-related documents
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published by the ten companies that WWF-UK evaluated. The fifth section of the
chapter discusses the implications of this case for advocacy organizations, the
luxury industry, and future research on “sustainable luxury.”

3 Why Luxury?

3.1 WWF’s Stated Reasons

Content analysis of the Deeper Luxury report reveals several reasons why WWF
decided to focus on the luxury industry. These include the size of the industry, its
global expansion, and its democratization—“luxury brands have become more
accessible, making it harder to appeal to consumers on the grounds of exclusivity”
(Bendell and Kleanthous 2007). It also cites the wide range of environmental and
social impacts created by the industry—from the mining of gold to the unethical
treatment of supply chain workers. The authors mention the increased attention to
these impacts by the media, celebrities and Hollywood as an additional motivation
for their work, and specifically reference the 2007 film Blood Diamond. The report
also claims to be filling an important knowledge gap as the first “systematic analysis
of the luxury brands’ social and environmental responsibilities, performance, and
opportunities” (Bendell and Kleanthous 2007). Perhaps the most important reason,
however, was the perceived influence of the sector—“luxury brands have the power
to influence consumer aspiration and behavior by editing consumer choices…and
by influencing how, when, and for how long consumers use their choices” (Bendell
and Kleanthous 2007). WWF-UK saw the value of directing this power towards
encouraging more sustainable consumption. The importance of this factor resonates
with Hendry’s (2006) finding that environmental non-governmental organizations
often target individual companies they perceive as having a significant impact on
the environment.

3.2 Insights from the Literature: Why not Luxury?

These reasons resonate with the broader literature on sustainable luxury. Kapferer
(2010) asserts that the luxury industry has attracted the attention of sustainability
advocates for four reasons—luxury is highly visible, fundamentally irrational,
focused on excess, and directly related to social inequality. He concludes that these
factors are related more to the symbolic position of the sector than its objective
environmental impact or its “economic weight.” The disproportionate importance
of brand value and reputation to luxury companies has also been cited as a reason
for the attention they have received because it makes them inherently vulnerable to
“name and shame” strategies that put their brand equity at risk (Klein 1999; Vogel
2008; Kapferer 2010). Celebrities may also be sensitive to criticisms of the brands
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they have endorsed (Kapferer 2010; Qureshi 2012), which is an idea that may
attract NGO attention and one that the WWF report emphasizes. Others have
asserted that it is the high profitability of the industry that demands their attention to
sustainability (Kahn 2009). In two experimental studies, Boenigk and Schuchardt
(2014) also show that luxury brand partnerships improve attitudes towards the
participating non profit organizations and enables them to raise more donations,
particularly from wealthy individuals.

Another question to ask, however, is why not to focus on luxury? One reason is
its complexity—“luxury” industry is not clearly defined, includes a wide range of
heterogeneous products and companies, and has a diverse set of impacts. A luxury
brand traditionally was thought of as being selective, exclusive, scarce, sophisti-
cated, and tasteful, but the democratization of luxury has broadened that definition—
now there is both “mass” luxury and “inaccessible” luxury (Tungate 2009). The
concept of luxury has several layers of meaning, from anything that is perceived as
desirable and more than necessary or ordinary to specific goods and commodities
that have high levels of price, quality, aesthetics, or rarity (Heine 2010). Thus luxury
covers an enormous range of products, such as fine dining, cosmetics, fragrances,
leather goods, textiles, watches, jewelry, shoes, furniture, cars, hotels, real estate,
and boats (Cheuvreux 2012).

Furthermore, these products are produced by companies that have different
corporate structures and use different supply chain strategies (Caniato et al. 2011).
The social and environmental impacts of these companies and products are
wide-ranging and vary by product—the primary concern about luxury automobiles,
for example, is likely to be greenhouse gas emissions, while the primary concern
about luxury leather goods is likely to be toxic waste produced during the tanning
process (Cheuvreux 2012). Such diversity may make it difficult to offer assessments
and recommendations to the “luxury industry” that are actionable and relevant for
specific products. It also makes it difficult to focus on a specific social or envi-
ronmental problem associated with the industry, and monitor progress towards
solving that problem.

The definitions cited above point towards an additional reason for environmental
organizations not to focus on the sustainable consumption of luxury goods, which
are by definition unnecessary and non-functional. Why should responsible con-
sumers buy them at all? Many commentators have noted the apparent paradox of
“sustainable luxury.” Belli (2008) cites “solar-powered tanning beds, solar-powered
yachts and sustainable caviar” as evidence that green consumerism has become the
“ultimate guilt-reducer, a way to enjoy all the ease and comfort life has to offer
without feeling that you’re actually doing very little to contribute.” Uren (2012)
asserts that “luxury can often be shorthand for excessive consumption,” while
Kapferer (2010) describes the intrinsic tradeoffs between the quality and creativity
that luxury requires and the self-restraint and frugality that sustainability demands.
The Deeper Luxury report notes that “luxury brands face criticism that they fuel
unnecessary consumption and provoke discontent among poorer members of
society,” and cites the fact that the Mayor of Beijing banned luxury billboards and
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the Indian government taxes luxury goods at 114% as evidence of this criticism
(Bendell and Kleanthous 2007).

This darker side of luxury and the complexity of the industry make the choice to
focus on luxury brands more interesting and controversial. Rather than focus on a
narrower category (e.g. jewelry, watches) or encourage a broader disengagement
from luxury goods because of their extravagant and resource-intensive nature,
WWF-UK decided to pursue the opportunities that the broad but unique nature of
the luxury industry presented. In particular, the industry’s power to influence
consumption norms, the firms’ vulnerability to reputational risk, and the momentum
created by the Blood Diamond movie were likely the strongest factors driving their
decision to publish the report. This decision did not come without risks, as their
framing of “sustainable luxury” could have been perceived as a cognitively dis-
sonant oxymoron that was too broad and incoherent to translate into specific actions
and metrics. It also threatened to demoralize WWF-UK’s employees and volun-
teers, as Boenigk and Schuchardt’s (2014) research shows non profit partnerships
with luxury brands can create “identification conflicts” and negative attitudes
among the non profit organization’s employees and volunteers. These tradeoffs
associated with engaging the luxury industry may explain the hybrid strategy that
WWF-UK utilized in its Deeper Luxury report.

4 The Demands of Deeper Luxury

So what did WWF-UK demand of the luxury industry, in terms of such actions and
metrics? How did they seek to convince readers of the report that sustainable luxury
is not an oxymoron, but a realistic and important goal for both luxury producers and
consumers? A content analysis of the report reveals that the authors pursued two
specific strategies—changing the norms associated with luxury and measuring the
social and environmental performance of luxury companies. This section summa-
rizes these two approaches, while the next two sections analyze the companies’
response to them.

4.1 Changing of Norms

The concept of norms is used extensively in the social sciences to analyze human
behavior. While conceptualizations of the term vary widely, Interis (2011) provides
a useful definition of a norm as “a voluntary behavior that is prevalent within a
given reference group.” Building on the literature on norms, he argues there are two
main types of norms—descriptive norms, which are simply “what people do,” and
injunctive norms, which are “what people should do.” The latter involves some
threat of sanctioning, either by oneself (“internal”) or by others (“external”), if the
norm is not followed. Norms can also have different polarities, from the prescriptive
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(what one should do) pole to the proscriptive (what one should not do) pole (Jasso
and Opp 1997; Wilson et al. 2001).

As Sunstein (1996) notes, “Changes in norms may be the cheapest and most
effective way to make things better…[and] promote human well-being.” Changing
and activating norms is a common strategy of social and environmental activists,
who often act as “norm entrepreneurs” (Sunstein 1996). Normative change is a key
component of both the deinstitutionalization and reinstitutionalization processes
discussed by den Hond and Bakker (2007). But how do activists specifically
implement this strategy? How do they promote certain norms and discourage
others? The types of norms discussed above provide a useful framework for
exploring these questions and for understanding WWF-UK’s approach to changing
norms in its Deeper Luxury report. These normative dimensions highlight strategic
choices made by the organization, and have implications for the ultimate effec-
tiveness of the initiative.

In order to analyze the authors’ normative change approach, I used the textual
coding software Atlas.ti to code the report for the different types of norms outlined
above. Only normative statements that are directly relevant to the luxury industry
and sustainability were coded. Passages that make statements about current luxury
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industry, consumer, or celebrity practices relating to sustainability were coded as
descriptive norms, while passages that make statements about the expected
behaviors of these luxury actors were coded as injunctive norms. In this coding
scheme, I depart from Interis’s (2011) conception of injunctive norms as requiring
an explicit sanctioning mechanism (as many strong “injunctive” statements do not
necessarily imply a specific sanction), and define injunction as any statement that
has a clear “should” or “ought” implication.

Figure 1 shows both the number of coded segments and the total number of
words coded by type of norm. The number of text segments coded as injunctive
norms (52) is greater than those coded as descriptive norms (48), but the number of
words in the descriptive norm texts is greater (6265) than those in the injunctive
norm texts (4529). The greater number of words in the descriptive norm text
segments may in part be due to extensive descriptions in Chap. 7 of the report of
seven “future makers”—such as Osklen in Brazil, John Hardy in Bali, and Tesla in
the US—that “embody aspects of the future of luxury by excelling in key aspects of
their social and environmental performance” (Bendell and Kleanthous 2007).

The nearly equivalent number of descriptive and injunctive codes, however,
reveals the balanced strategy that WWF-UK has taken in the report. While certain
sections focus on one type of norm, in general the authors weave injunctive and
descriptive norms together throughout the report. As an example, in their section on
gold, the authors describe the support of the No Dirty Gold Campaign from Cartier,
Piaget, Tiffany & Co and Van Cleef & Arpels—a descriptive norm—and then
immediately state that the “luxury watch and jewellery industry can and should…
position ethically sourced gold as a more attractive alternative for the discerning
customer”—an injunctive norm (Bendell and Kleanthous 2007). Such a balanced
approach between describing and demanding preferred behaviors was not matched,
however, by a similar balance in the polarity of the report’s normative statements.
In coding for polarity, I defined a prescriptive norm as any behavior or policy
presented as acceptable or positive, and a proscriptive norm as any behavior or
policy presented as unacceptable or negative. Every normative statement made was
coded as either prescriptive or proscriptive, and many more prescriptive text seg-
ments (71) and words (7274) were found than proscriptive ones (29 text segments,
3043 words). Thus the authors focused on positive norms more extensively than
negative ones. This apparent hesitancy to make negative demands on the luxury
industry corresponds with the fact that normative sanctions are rarely mentioned in
the document. While sanctions imposed by external actors are more frequently
referenced (13) than sanctions that the actor might impose on itself (4), neither are
common.

4.2 Measuring of Performance

The second major mechanism employed in Deeper Luxury to engage the luxury
industry is related to but conceptually distinct from normative change. It is the
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development and distribution of measurements of corporate environmental and
social performance. This approach is a form of information-based governance,
which uses the provision of information to exert power and stimulate collective
action (Bullock 2015a). The effectiveness of information-based governance
depends on how individuals and organizations perceive four critical dimensions of
the information provided—its source, content, the methods by which the infor-
mation was developed, and the interface by which the information is delivered to its
audience (Bullock 2011). This section examines each of these components of the
Deeper Luxury rating system.

The report’s ratings have two primary sources—Ethical Investment Research
Service (EIRIS) and Covalence. EIRIS is a 28-year-old non profit organization that
provides “responsible investment research” on nearly 3000 companies
(EIRIS 2013a, b). While EIRIS has a detailed Conflict of Interest Policy and Code
of Conduct designed to insure its independence (EIRIS 2008a, b), it does not
disclose its client list and the data it uses is self-reported by the companies they are
assessing. Covalence is a 12-year-old company that publishes the EthicalQuote
Index, a rating of 2800 companies that “integrates thousands of news pieces
gathered online and classified according to 50 criteria inspired by the Global
Reporting Initiative” (Covalence SA 2013a). No Code of Conduct and Conflict of
Interest Policy could be found on its website, and its clients include many of the
companies it evaluates, including Coca-Cola, Dell, and IBM (Covalence SA
2013b). Its data come from online search engines, individual websites, and sub-
missions from interested parties, which are weighted equally and not assessed for
their validity (Covalence SA 2012).

WWF-UK used data from these two sources to develop ratings of the ten
companies with the largest market capitalizations in 2006 that derive a significant
portion of their revenue from personal luxury items—Bulgari, Coach, Inc., Hermes,
L’Oreal, LVMH (owns over 50 brands, including Louis Vuitton and Hennessy),
PPR (owner of the Gucci Group), Richemont (owner of Cartier and Mont Blanc),
Swatch Group Ltd., Tiffany & Co, and Tods. The rating assesses both what the
companies claim about their own environmental, social, and governance perfor-
mance and what others are saying about their performance (in 2006). While the 95
specific criteria used in the assessment are not provided, four general categories of
environment, human rights, corporate governance, and stakeholder relations are
listed, along with example criteria, such as “equal opportunity” and “environmental
policies.” In its limited explanations for the grades each company received, the
report identifies additional criteria that individual companies did particularly well or
poorly on, such as “health and safety in the workplace” and “environmental
management” (Bendell and Kleanthous 2007).

Half of the grade is based on 50 criteria derived from self-reported company data
compiled by EIRIS, while the other half is based on 45 criteria derived from 512
news stories about the ten companies found by Covalence. The EIRIS criteria were
divided into the four equally-weighted categories listed above, which were aggre-
gated into a numerical score from 0 to 50. The Covalence criteria were also
aggregated to create a numerical score from 0 to 50, although nothing is said about
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how they were weighted. The combined score was then converted into letter grades,
with any score below a 50 receiving an F, which is the grade Bulgari and Tods
received. Other grades given were three Ds (Swatch, PPR, Richemont), one D+
(Tiffany), one C (Coach), and two C+s (LVMH, Hermes).

These low grades present all of the companies in a poor and unflattering light.
They were published as bar graphs on a WWF-UK website and in a 45-page PDF
report. The report also includes the final 0–100 scores, the two 0–50 sub-scores, and
1–10 rankings of the companies. The “positive news” and “negative news” scores
from Covalence were plotted in a two-dimensional graph that shows L’Oreal having
nearly three times as many good news stories as the other companies. The EIRIS
sub-scores were presented in two figures—one vertical bar graph showing the
overall sub-scores for self-reported performance and one stacked vertical bar graph
showing scores for the four sub-categories in different shades of blue (Bendell and
Kleanthous 2007).

5 The Industry’s Initial Response

How did the industry respond to the report’s ratings and normative demands? The
immediate response from the most relevant industry association, The Council for
Responsible Jewellery Practices (CRJP), was unequivocally negative. The CRJP is
an “international, not-for-profit standards setting and certification organization
established to reinforce consumer confidence in the jewellery industry by advancing
responsible business practices,” and at the time listed 81 members, including 32
jewellery retailers, 17 jewellery manufacturers and wholesalers, 17 gold and
diamond-related firms, eight trade associations, and five mining companies. Three of
the companies rated by Deeper Luxury—Tiffany & Co., Richemont, and Bulgari—
were members of the Council in 2007.

The CEO of the CRJP wrote a letter soon after the release of the report to the
CEO of WWF-UK that was highly critical of its contents. The letter states that “the
report and WWF-UK, as its publisher, deserve the strongest condemnation for the
completely undeserved and unwarranted criticism the report contains regarding a
number of CRJP members,” and that the CRJP was “profoundly concerned that
WWF, a NGO previously respected by the CRJP and its members, would publish
something with the exceptionally unprofessional content and tone of this report”
(Miller 2007). The letter specifically criticizes WWF-UK for its “fatally flawed
scoring methodology,” its lack of consultation with the companies named in the
report, its “glaring omissions” of the work being done by the CRJP’s membership
(including with WWF itself), its “poorly conducted research,” and its failure to
compare the progress of the jewellery sector with other consumer good sectors
(Miller 2007). These claims are evidence of the strongly negative reaction that the
report—and in particular its rating methods—elicited from at least some repre-
sentatives of the luxury industry.
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6 Deepening Over Time?

Despite this initially combative response, has the luxury industry deepened its
engagement with sustainability issues since the report’s publication? In this section,
I analyze the corporate responses to the normative strategies employed by WWF in
the report by conducting a quantitative content analysis of the companies’ 2001–
2012 sustainability-related documents.

6.1 Changes in Sustainability Reporting Practices

In the report, WWF provides a 10-Point Plan of action for the luxury industry. Two
of these prescriptive, injunctive norms—“understand your brand” and “understand
your consumers”—are only tangentially related to sustainability. Four of these
norms relate primarily to sustainability performance measurement, reporting, and
improvement—“get your house in order,” “C(S)R: Handle with care!,”
“Communicate,” and “Measure, monitor, and report regularly.” While it is beyond
the scope of this chapter to directly analyze the sustainability performance of these
ten companies, several aspects of their sustainability reporting can be measured.
Such an approach builds on past analyses of corporate sustainability reports and
websites in the literature (Chapple and Moon 2005; Rodriguez Bolivar 2009;
Perego and Kolk 2012; Fifka and Drabble 2012; Weber and Marley 2012) and
focuses on three particular aspects of these reports. The first is to what extent the
companies have published information on their corporate social responsibility
policies or performance. The second is to what extent those documents provide data
for the indicators recommended by the Global Reporting Initiative (GRI), which
was one of the few specific policy recommendations made by WWF-UK. The third

Table 1 Luxury companies’ 2001-2012 sustainability-related documentation

Company Publication # of
pages

GRI # of GRI
indicators

Third-party
audit

L’Oreal Since 2004 52 Yes 98 Yes

Hermes since 2005 17 – – –

LVMH Since 2001 50 Yes 42 Yes

Coach Undated 12 – – –

Tiffany & Co. Since 2010 73 Yes 126 Yes

Swatch Since 2004 1 – – –

PPR Since 2006 61 Yes 107 Yes

Richemont Since 2005 55 Yes 93 –

Bulgari None – – – –

Tods None – – – –
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is whether those reports have been audited by an independent third party, and the
fourth is the number of pages dedicated to sustainability issues in the companies’
most recent set of documents. The data for these metrics are presented in Table 1.

The level of performance measurement and reporting varies significantly across
the ten companies rated by WWF-UK. L’Oreal, LVMH, Swatch, and Richemont
have been reporting their performance since before Deeper Luxury was published,
while Coach and Tiffany began reporting afterwards and Bulgari and Tods provide
no such reporting. The length of these documents also varies substantially—from the
relatively few pages provided by Swatch (1 page), Coach (12), and Hermes (17), to
the 50 or more pages provided by PPR, Richemont, Tiffany, L’Oreal, and LVMH.
Reference to the GRI also varies—half of the companies (Hermes, Coach, Swatch,
Bulgari, and Tods) make no such reference, while the other half does (L’Oreal,
LVMH, Tiffany, PPR, and Richemont). Only four companies (LVMH, PPR,
Tiffany, and L’Oreal) had their reports audited by independent third parties.

6.2 Changes in Motivation, Innovation,
and Communication Practices

The remaining four recommendations provided in WWF-UK’s 10-Point Plan are to
“motivate” its employees, “innovate” new sustainable products, “collaborate” with
a range of different actors, and “sign up your consumers to the sustainability
journey.” Three of these four injunctive norms contain a root keyword—motivate,
innovate, collaborate—that can be used to measure the extent to which these three
injunctive norms have been referenced by the top ten luxury companies (the fourth
relating to consumers is less amenable to this form of analysis and should be a
subject of future research). I used the coding software MaxQDA 11 to auto-code
every instance of these keywords (i.e. any word with the roots motivat*, collabo-
rat*, and innovat*) in the companies’ 2001–2012 sustainability-related documents.
These included corporate social responsibility, sustainability, and environmental
reports; integrated annual reports (only the sections focused on sustainability were
included in the analysis); and supplemental sustainability documents. Such
auto-coding can produce measurement error, but that error should be consistent
across companies, types of documents, and codes. It also avoids human coding
error and subjective decisions about what counts as motivation, innovation, and
collaboration.

As Fig. 2 shows, the most common keyword found in the companies’ docu-
ments was innovation. The WWF report encourages companies to innovate across
a wide range of contexts, and in particular to “think of new ways for your existing
products or services to do useful jobs while enhancing people’s perceptions of
themselves as environmentally or socially responsible.” L’Oreal has clearly focused
on this theme; its 2011 report begins by stating, “If 2011 had to be summarised in
two words, it would be the year of ‘sustainable innovation.’ We innovated in every
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field, setting ourselves ambitious goals in terms of respect for the environment and
for all stakeholders…” It uses the word over 250 times in its reports since 2005—
more than all of the other companies combined. LVMH (59) and PPR (58) are the
next most likely to reference innovation, followed by Richemont (18) and Swatch
(14). As Fig. 3 shows, the use of the term increased dramatically between 2005 and
2009, and then slightly declined in 2010 and 2011.

The next most common norm to be cited is collaboration. WWF encouraged
companies to “explore possibilities to team up, both internally and externally,”
among staff in “multi-functional, multi-skilled teams” and with third parties such as
strategic partners, celebrity representatives, non-governmental organizations,
competitors, and industry associations. L’Oreal is also the most frequent user of the
keyword “collaborate” (41 times), followed by LVMH (28) and then PPR (10). An
example from LVMH’s 2011 report: “Aware of the advances that can be made
through holding discussions and collaborating with others, particularly in envi-
ronmental matters, LVMH makes a point of forming key partnerships with national
and international non-profit organizations, local communities and educational
institutions.” The use of the term also increased dramatically between 2005 and
2007, but has since leveled off.

The least common of the three norms to be mentioned ismotivation. The term is
most commonly found in L’Oreal’s documents (23 times), although PPR (21) and
LVMH (17) are a close second and third. In its “Motivate” recommendation,
WWF-UK suggested that luxury companies “reward and congratulate staff for
meeting environmental and social objectives and targets,” and these companies
apparently have picked up on this norm. In its 2011 report, PPR claims that “we are
motivating ourselves and our customers to be aware of the planet’s fragility,” while
LVMH states that “motivating employees begins with training” and that a total of
16,726 h of training were offered in 2007. Figure 3 shows an increase in the use of
the term between 2004 and 2007, a decrease between 2007 and 2010, and an
increase again in 2011.

7 Conclusion

7.1 A Two-Pronged Hybrid Strategy

This chapter has described the two-pronged strategy that WWF-UK used to engage
the luxury industry in its Deeper Luxury report. The report is a micro-level tactic
designed to both change industry norms and measure industry performance, and
enabled the environmental organization to both confront the industry and offer it an
olive branch of collaborative possibilities. This tactic represents a broader hybrid
strategy that combines approaches used by “polarizers” and “dark greens” with
those of “integrators” and “bright greens” (Elkington and Beloe 2010; Hoffman and
Bertels 2010). WWF-UK plays the integrator role through the report’s emphasis on
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normative change, while playing the polarizer role through its hard-hitting ratings
of the industry’s performance on sustainability issues. Both roles have elements that
soften their polarizing or integrating functions; for example, the report makes
several negative, proscriptive normative statements that puts an edge to its other-
wise relatively supportive language, while the report’s grades differentiate between
the companies and does not fail all of them, demonstrating that WWF-UK is
capable of recognizing some examples of positive performance.

This hybrid strategy is perhaps not surprising for WWF, as van Huijstee and
Glasbergen (2010) characterize WWF as a hybrid NGO that combines advocacy
and operational activities, and Banks (2010) states that “the organization does not
hesitate to criticize bad actors,” such as the Asia Pulp and Paper Company.
However, rating the top ten companies in an entire industry is a relatively unusual
exercise for WWF, and other scholars have generally considered it to be an “in-
tegrator” and “light green” environmental NGO (Elkington and Beloe 2010;
Hoffman and Bertels 2010). The extensive section on WWF’s history of working
with business in Deeper Luxury reveals its historical orientation towards collabo-
ration and its underlying goal of partnering with the firms that it is critiquing. As
Banks (2010) notes, WWF has strong and numerous ties to the business community
through its board of directors, and “partners with corporations on a range of
activities, such as philanthropic conservation efforts, development of issue-specific
best practices, and transformative organizational change.”

WWF-UK may have needed to take such a hybrid approach because of the
oxymoronic, darker side of luxury and the perception that many forms of luxury are
inherently unsustainable. While not endorsing this view of luxury, the report’s title
encapsulates WWF-UK’s compromise response to it. “Deeper” luxury may refer to
an intermediate level of depth that goes beyond a “deep” luxury that is merely
philanthropic and environmentally and socially responsible to one that actively
seeks to change society’s norms around consumption. It does not embrace, how-
ever, the “deepest” form of luxury, which seeks to actively avoid luxury goods and
services and focuses instead on leisure, natural beauty, social equity, and simple,
ethical living. It is arguably WWF’s historical orientation towards collaboration that
precludes such a stance, but even more confrontational organizations have often
avoided this interpretation of responsible consumption. Greenpeace’s Greener
Electronics initiative, for example, does not discourage consumers to reduce their
use of electronics, but instead encourages companies to make greener products. The
attempt to balance engagement and confrontation—to play both the good cop and
the bad cop—is not unique to WWF, but apparent in many organizations, from the
Rainforest Action Network to Environmental Defense (Krill 2010; Ruta 2010; Lyon
2010).

WWF-UK may have also pursued normative change and performance mea-
surement simultaneously in order to compensate for the weaknesses of each
approach. Calls for a systemic normative shift in the luxury industry may have been
necessary, but can sound like empty rhetoric without specific ways to measure such
a shift. In this sense, they may overly emphasize the symbolic gains and the
reinstutionalization process without first threatening symbolic losses and beginning
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the process of deinstitutionalization (Hond and Bakker 2007). Sustainability metrics
can communicate clear priorities that serve to ground such normative statements,
but their robustness and validity can be limited, especially when available expertise
and data are limited and the rated industry is particularly broad and heterogeneous
(as the luxury industry is). Bold and positive normative statements presented in a
colorful report might serve to distract readers from these limitations.

7.2 Implications and Lessons Learned

This hybrid strategy appears to have been only partially successful. While Jem
Bendell claims that the report “appeared in over 50 newspapers and magazines
worldwide in the month of its release,” its use as a Google search term disappeared
only four months later (Bendell 2011: 145; Google 2013). In March 2013, there
were less than 10,000 Google hits for “deeper luxury,” compared to 300,000 for
“green luxury” and 213,000 for “sustainable luxury.” In terms of corporate
responsiveness to the demands made in the report, the results are decidedly mixed.
As of early 2013, two of the ten companies had not produced any publicly-available
sustainability-related documents, and three had only published a few pages about
their sustainability performance. Five had made no reference to the GRI, and six
had not had their reports independently audited by a third party. Nevertheless,
several companies have increased the amount and complexity of their reporting
dramatically since 2007, and have extensively referenced several of the sustain-
ability norms emphasized in Deeper Luxury, and especially the idea of sustainable
innovation. L’Oreal is the leader in referring to all three of these norms, followed by
PPR and LVMH, while Hermes, Coach, Tiffany, and Swatch make few or no
mentions of them.

While these are imperfect proxy metrics of effectiveness, the initiative clearly
does not have a mainstream following and has not stimulated comprehensive or
widespread changes in the luxury industry. Such a result does not prove that hybrid
confrontational/collaborative strategies are inherently ineffective, but it does
demonstrate that they can be difficult to implement successfully. This paper has
focused on how such a strategy is reflected in one particular tactic used by
WWF-UK; future research should explore how these hybrid strategies are imple-
mented in other contexts and through other mechanisms. For example, interviews
with non profit employees employing such a hybrid strategy could further reveal the
reasoning and dynamics driving its implementation, and contribute to updating the
literature’s conceptualization of non profit organizational strategy at the macro-level
and its understanding of how it connects to the on-the-ground tactics used by these
organizations.

Towards that end, this case provides several initial insights and lessons learned
regarding these hybrid strategies and tactics. First, it is important to create trans-
parent, credible, and iterative ratings. WWF-UK does not provide the specific
performance criteria and the weights of those criteria used in the assessment,
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making it difficult for companies to know how to improve their grade. It uses
Covalence data in problematic ways that reduce its credibility. For example, it does
not take into account the absolute number of “good news” or “bad news” stories,
only their relative proportions. So even though L’Oreal had almost three times as
much good news as any other company, it received a lower Covalence score than
Hermes and Coach, which received perfect 50 scores but had two of the four lowest
number of good news stories. The weighting of every Covalence source as equal is
also highly questionable. Furthermore, the ratings were only published once.
Performance scorecards should provide regular, iterative assessments of organiza-
tions so that the public can monitor their performance over time (Gormley and
Weimer 1999).

Second, a single actor playing both the good cop and bad cop roles may not be
believable. The intended audience may sense the actor’s underlying orientation and
not find either its threats or its rewards credible—a key factor in driving organi-
zational effectiveness (Moore 2000; Brown 2008; Bullock 2015b). Audiences may
have accepted WWF’s attempts to positively encourage the luxury industry to
become more sustainable, but found its confrontational and controversial ratings as
cognitively dissonant and out-of-character for the organization. Third, building on
Moore’s (2000) emphasis on operational capacity, it is difficult to do any one of
these strategies well, and the risk of doing them all poorly is high. WWF, for
example, seems to have been partially successful with its normative approach, but
its performance measurement component had many weaknesses. It may therefore
be more effective for organizations with different expertise and orientations to
collaborate to implement such hybrid strategies, as WWF and Friends of the Earth
ultimately did in their successful interactions with Rabobank in the Netherlands
(van Huijstee and Glasbergen 2010). And fourth, it is important to issue specific
policy recommendations and performance standards so that companies can be held
accountable. Most of WWF-UK’s admonitions, such as “get your house in order,”
are too vague to effectively implement and assess.

Finally, organizations should be prepared to take a more purely confrontational
or collaborative approach if the hybrid approach fails. Direct confrontation in
particular may be an important niche for organizations to fill in specific issue areas,
such as sustainable luxury, where stronger responses may be appropriate. Whether
such an approach will resonate with the public depends on the extent to which the
industry responds to the demands from the more moderate strategy. Such a response
must go beyond the use of terms such as collaboration, motivation, and innovation
that is documented in this chapter, and show significant, relevant, and continuous
progress in not only environmental and social performance but also in encouraging
more sustainable consumer norms and behaviors. Future research should focus on
transparently, rigorously and iteratively identifying and measuring these outcomes,
and the extent to which different luxury companies are contributing to them.
A long-term commitment to such research by industry, academia, and advocacy
organizations such as WWF will enable luxury consumers to know the real depth of
their favorite brands’ commitment to sustainability.
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Luxury Products and Services
and the Sustainable Value Chain: Six
Management Lessons from Gucci

John Armitage, Joanne Roberts and Yasmin K. Sekhon

Abstract This chapter investigates the case for the re-moralisation of the idea of
luxury and thus for the re-moralisation of luxury products and services through a
consideration of luxury products and services and the ‘sustainable value chain’, a
concept that incorporates a company’s production system and its impact on its
stakeholders from shareholders, customers and suppliers to local communities and
national governments. Following a discussion of the idea of luxury and the nature
of luxury products and services, the idea of sustainability is considered before the
sustainable value chain is explored in the context of the production of luxury
products and services. The sustainable practices of the Italian luxury brand Gucci
are then explored and six management lessons derived from Gucci’s experience are
outlined for all luxury businesses.

keywords Luxury � Luxury products and services � Sustainability � Sustainable
value chain � Gucci

1 Introduction: Luxury Products and Services

Luxury is often associated with expensive, elegant, and refined products and ser-
vices of the highest quality as well as with a rich, comfortable, and sumptuous
lifestyle. Such products and services are also related to excessive quantity and
viewed by many as superfluous, unnecessary, an indulgence or a waste of resources.
These latter characteristics account for the negative moral view of luxury products
and services that was generally accepted in the West until the eighteenth century.
Indeed, luxury products and services were commonly regarded as morally abhor-
rent, even sinful; they were, therefore, subject to control through sumptuary
laws that regulated their permitted consumption (Adams 2012; Hunt 1996).
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The ‘de-moralisation’ of luxury products and services occurred following the
arguments propounded by Hume (2012 [1752]) and Smith (1981 [1776]) con-
cerning the beneficial outcomes related to the production and consumption of
luxury products and services. In his highly influential book, The Idea of Luxury,
Berry (1994) traces the historical development of the concept of luxury and, by
implication, luxury products and services, in the West. He defines luxury as the
antonym of necessity, given that it is distinct from basic needs, which are
non-intentional and universal. Hence, for Berry, the idea of luxury occupies the
realm of wants and desires.

However, luxury products and services, which may be regarded as socially
non-necessary by some people, may be ‘needed’ by other people, either in a specific
instrumental sense or because such products and services are the object of intense
desire or identification. Consequently, not all unnecessary products or services are
luxury products and services for everyone. For instance, Veblen’s (1899) concept of
conspicuous consumption, which is so often associated with luxury products and
services, can, according to Berry’s perspective, be interpreted as the instrumental
consumption of luxury products and services since its purpose is to signal one’s
social status to others. Therefore, the consumption of some luxury products and
services may be necessary for certain individuals to maintain their social position.
But, for Berry (1994: 41, original italics), ‘luxuries are those goods that admit of
easy and painless substitution because the desire for them lacks fervency’. What is
clear from Berry’s (1994) analysis, then, is that, ultimately, the idea of luxury and
thus luxury products and services cannot be objectively defined because they
depend on cultural, social, and individual contexts and meanings.

From a business and marketing perspective, however, Chevalier and Mazzalovo
(2012) argue that luxury products and services can be defined if they meet three
criteria. Firstly, they must have a strong artistic content; secondly, they must be the
result of craftsmanship; and, thirdly, they must be international. The link between
art, craftsmanship and luxury products and services is not new. Works of art and
luxury products and services entail craftsmanship, require high levels of skill, time,
and expensive materials. Consequently, consumption of luxury products and ser-
vices has been the preserve of wealthy individuals and institutions. Nevertheless,
changing income levels and techniques of production have made luxury products
and services increasingly available to a wider range of individuals since the 20th
century (Thomas 2007). Chevalier and Mazzalovo’s (2012) suggestion that, for
something to be a luxury product or service, it must also be international, is a
consequence of the cultural and economic processes of globalization that have
taken place since the mid-1980s. Moreover, in a diverse world, the view that luxury
products and services must be international is to some extent in conflict with the
idea of luxury products and services as socially constructed. Yet, this insistence on
the international dimension is an insistence that is embedded in a business per-
spective on luxury, which is primarily concerned with market size and with the
expanding geographical reach of luxury brands as a means to produce sustainable
profits, especially among the large luxury sector conglomerates, including, for
instance, LVMH (Moët Hennessy Louis Vuitton SE), Kering, and Richemont.
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Luxury products and services have also been classified in terms of their acces-
sibility by Allérès (1990), who identifies three levels of luxury products and ser-
vices, namely, inaccessible (exclusive and/or unique luxury products and services),
intermediate (expensive replicas of unique luxury products and services), and,
accessible (factory produced and in large production runs). Today, we are wit-
nessing the increasing democratization of or access to luxury products and services,
and a proliferation of terms associated with them, such as ‘new luxury’ or ‘mass
luxury’. According to Kapferer and Bastien (2012), this explosion of labels is the
result of, on the one hand, the efforts of traditional brands to trade up to luxury
brands, and, on the other hand, the drive for profits among luxury brands and
businesses by offering luxury products and services to a wider global market. Such
changes also reflect the fragmentation of the luxury production process, such that
the design of luxury products and services involve significant artistic inputs and
craftsmanship, but the final products and services can be mass produced in low cost
locations without any loss of quality (Thomas 2007; Tokatli 2014). This shift to
‘mass luxury’ has been accompanied by the emergence of the idea of ‘meta-luxury’
(Ricca and Robins 2012) or ‘über luxury’ (Quintavalle 2013) to distinguish
between mass produced luxury products and services and those luxury products and
services that are exclusive, because they are the result of high levels of skill and
craftsmanship, and because their cost of production renders them accessible only to
‘Ultra High Net Worth Individuals’ [individuals with a net worth of at least $30
million USD (Wealth-X and UBS 2014)].

Additionally, the meaning of luxury products and services varies through time
and space, and across economic, social, and cultural contexts. For instance, in the
1980s, a mobile telephone was a luxury product and service, but, today, it is
regarded as a necessity in the developed and developing countries, with 96 mobile
telephones per 100 world inhabitants (ITU 2015). Furthermore, the possession of an
Internet-connected computer may be regarded as a luxury product and service in
present day developing countries, yet a computer is seen by many as a necessity in
the developed nations. So, luxury products and services are not fixed temporally,
spatially, or economically, but, rather, are relative and socio-culturally constructed
concepts, products, services, and practices.

Clearly, luxury is a complex idea, but it is also manifested in a very real form in
the global marketplace where luxury products and services may be defined by high
price. The characteristics of demand for luxury products and services differ from
those of normal products and services. Luxury products are often referred to as
‘Veblen goods’. According to Veblen’s (1899) theory of conspicuous consumption,
as the price of a luxury product increases, the utility that is gained from its con-
sumption also increases, because such an increase in price allows consumers to
signal their own increasing status. For this reason, a Veblen good is not necessarily
of a higher quality than a normal product, as its status as a luxury product or service
depends on the perceptions of consumers, of their ability to denote social standing
through, for instance, recognizable luxury brand logos. While there is much anec-
dotal evidence to suggest that luxury goods and services do display the
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characteristics of Veblen goods (Bagwell and Bernheim 1996), it would be inap-
propriate to intimate that the price of all luxury products and services is merely
determined by a form of consumer demand that is underpinned by the utility gained
from implying high social standing. Though the accessible luxury products and
services delineated by Allérès (1990) may be differentiated from normal products
and services, largely by higher prices, with consumers willing to pay more to display
their social position, for those luxury products and services that Allérès defines as
inaccessible, in the sense of being exclusive unique products and services, their high
price relative to normal products and services is likely to be determined by the
greater costs of production. For even if the high price of such inaccessible luxury
products and services will attract consumers who gain utility from communicating
their social station, the price of such luxury products and services will primarily be
based on the high costs of production rather than solely on demand derived from the
desire of consumers to demonstrate their elevated social position.

From a business viewpoint, products and services acquire luxury status from the
perceptions of consumers, or the high production costs, or a combination of the two
(Roberts and Armitage 2015). Nevertheless, whatever the source of the status of
luxury products and services, it is important that managers of luxury businesses
remember the socio-cultural foundations of the meaning of luxury products and
services. This is because, as socially constructed concepts, products, services, and
practices, what is defined as luxury and therefore what are recognized as luxury
products and services can shift rapidly due to factors beyond the commercial domain.

Moreover, the complex meaning of luxury, luxury products, and luxury services
is ever more important because the luxury global market is expanding rapidly. The
value of the luxury products and services market exceeded €850 billion in 2014,
having grown at a rate of 7% on the previous year (D’Arpizio et al. 2014: 3). The
de-moralisation of luxury products and services that began in the eighteenth century
has unleashed a seemingly ever growing demand for expensive, elegant and refined
products and services, which, especially from the standpoint of sustainability, can
be viewed as contributing to the wasteful use of resources and detrimental to the
alleviation of poverty and inequality. Also, the rising market for luxury products
and services seems at odds with the current period of global economic instability
stemming from the global financial crisis of 2008 (Armitage and Roberts 2016). To
repay debts incurred during the financial crisis, for example, governments across
the world have implemented austerity policies and cut public spending on social
services. In contrast to the austerity experienced by the majority, the richest 1% of
the world’s population continues to increase its share of wealth (Dorling 2014;
Piketty 2014). Besides, growing concerns over climate change and the depletion of
resources has implications for the growth of consumption, and particularly con-
sumption of luxury products and services. Yet, perhaps there is a case for what
Christopher J. Berry calls the ‘re-moralisation’ of the concept of luxury? Berry’s
(2016: 47) idea of ‘re-moralisation’, of the notion that there is a feasible and
sustainable approach to luxury in the modern world, identifies three grounds for
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such a re-moralisation of the concept of luxury in the current era, namely ethical,
social and ecological. Among these, he sees the ecological argument as having the
most potential for changing moral attitudes towards consumption because an eco-
logical crisis will force a change of consumption patterns. But is the ever rising
demand for luxury products and services incompatible with sustainability? Is the
production of luxury products and services an uneconomical use of resources and
harmful to the mitigation of privation and inequity? And just what are the con-
nections between climate change, the diminution of resources, and the consumption
of luxury products and services? In what follows, we investigate the case for the
re-moralisation of the idea of luxury and thus for the re-moralisation of luxury
products and services through a consideration of luxury products and services and
the ‘sustainable value chain’, a concept that incorporates a company’s production
system and its impact on its stakeholders from shareholders, customers and sup-
pliers to local communities and national governments. We then examine the sus-
tainable practices of the Italian luxury brand Gucci, before drawing out six
management lessons that Gucci’s experience offers for all luxury businesses. But let
us begin with the concept of sustainability.

2 Sustainability

The concept of sustainability has grown in popularity since the 1980s. The
Brundtland Report of 1987 (World Commission on Environment and Development
1987: 8), which defined global sustainability as ‘development that meets the needs of
the present without compromising the ability of future generations to meet their
needs,’ was a key initiative stimulating interest in this idea (Kuhlman and Farrington
2010). Today, sustainability also involves rising expectations for corporate social
and environmental performance. For, alongside Corporate and Social Responsibility
(CSR), Corporate Social Performance (CPS), and Corporate Environmental
Reporting (CER), all of which have become increasingly accepted in the corporate
world since the 1990s (Carroll 1999), sustainability is now a key issue for busi-
nesses, including businesses in the luxury sector. Initially focused on the environ-
ment in response to global proposals and agreements, including the 1992 United
Nations Framework Convention on Climate Change (UNFCCC) and the Kyoto
Protocol of 1997, the notion of sustainability has expanded to include a range of
international economic and community schemes, including the United Nations’
(UN) Global Compact, which seeks to create a sustainable and inclusive global
economy that delivers lasting benefits to people (UN 2016). Most recently, in
September 2015, and building on previous programmes on sustainability and
development, including the Millennium Development Goals (UN 2015a), the UN
established 17 global Sustainable Development Goals (SDG), with the aim of
achieving them by 2030 (Box 1).
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Box 1 Sustainable Development Goals

• Goal 1. End poverty in all its forms everywhere
• Goal 2. End hunger, achieve food security and improved nutrition and

promote sustainable agriculture
• Goal 3. Ensure healthy lives and promote well-being for all at all ages
• Goal 4. Ensure inclusive and equitable quality education and promote

lifelong learning opportunities for all
• Goal 5. Achieve gender equality and empower all women and girls
• Goal 6. Ensure availability and sustainable management of water and

sanitation for all
• Goal 7. Ensure access to affordable, reliable, sustainable and modern

energy for all
• Goal 8. Promote sustained, inclusive and sustainable economic growth,

full and productive employment and decent work for all
• Goal 9. Build resilient infrastructure, promote inclusive and sustainable

industrialization and foster innovation
• Goal 10. Reduce inequality within and among countries
• Goal 11. Make cities and human settlements inclusive, safe, resilient and

sustainable
• Goal 12. Ensure sustainable consumption and production patterns
• Goal 13. Take urgent action to combat climate change and its impacts*

• Goal 14. Conserve and sustainably use the oceans, seas and marine
resources for sustainable development

• Goal 15. Protect, restore and promote sustainable use of terrestrial
ecosystems, sustainably manage forests, combat desertification, and halt
and reverse land degradation and halt biodiversity loss

• Goal 16. Promote peaceful and inclusive societies for sustainable devel-
opment, provide access to justice for all and build effective, accountable
and inclusive institutions at all levels

• Goal 17. Strengthen the means of implementation and revitalize the global
partnership for sustainable development
*Acknowledging that the United Nations Framework Convention on

Climate Change is the primary international, intergovernmental forum for
negotiating the global response to climate change.

Source: United Nations (2015b: 16)

Evidently, the concept of sustainability, particularly insofar as it is driving
increasing expectations about corporate and environmental performance in the
production and consumption of luxury products and services, is of critical envi-
ronmental, economic, and communal importance. Certainly, as can be observed in
Box 1, above, the UN’s global Sustainable Development Goals have numerous
implications, not only in terms of assuaging poverty and promoting good health,
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gender equality, inexpensive energy, hardy infrastructure building, safe cities, and
so on, but, crucially for our purposes, as Goal 12 puts it, in guaranteeing ‘sus-
tainable consumption and production patterns’, inclusive of such patterns in the
luxury sector. In what ways, then, might we conceive of luxury products and
services not only within the context of ever expanding demand for such products
and services but also within the context of wider Sustainable Development Goals
that demand urgent action, for instance, to resist climate change (Goal 13), oceanic
degradation, terrestrial desertification (Goal 14 and 15), and growing social
inequalities (Goal 10) while simultaneously promoting well-being, empowerment
and opportunity for all (Goals 3–5)?

Following Hart and Milstein (2003: 56), we argue that a sustainable luxury
enterprise ‘is one that contributes to sustainable development by delivering
simultaneously economic, social, and environmental benefits—the so-called triple
bottom line.’ The term ‘Triple Bottom Line’ (TBL) was coined in 1994 by John
Elkington, the founder of the consultancy company SustainAbility (SustainAbility
and UNEP 1994; Elkington 1997). Elkington (1997) argues that companies
engaged in the production of luxury and other products and services should prepare
three bottom lines: firstly, the traditional profit and loss account (profit); secondly, a
measure of how socially responsible the company has been (people); and, thirdly, a
measure of how environmentally responsible the company has been (planet) (The
Economist 2009).

Of course, the motivation for company level sustainable practices varies from
sector to sector, from that of a self-understood moral obligation to a grudging
response to external government regulation (Hart and Milstein 2003). Generally,
however, sustainability is increasingly viewed as a business opportunity since it
offers scope for increased efficiency, lower costs, and lower risk; for growing
revenues and market share through innovation; and for image and reputation
enhancement, all of which provide a positive means of setting a company apart
from its competitors. Sustainability can also be a way for luxury and other com-
panies to attract and secure resources for the future (Fawcett et al. 2015). But, as
Fawcett et al. (2015) have demonstrated, the adoption of sustainability does tend to
be popular with business in times of economic growth but, in times of economic
decline, it is inclined to be viewed by many companies as a luxury, such that
sustainability has so far failed to become a mainstream practice. Similarly, in
prosperous periods, luxury consumers especially are willing to pay more for their
products and services than when the economy is in recession. Yet, if stimulated by
conspicuous consumption, high end luxury consumers are content to pay a sus-
tainability premium to display their wealth through the acquisition of luxury
products and services. The truly wealthy, not surprisingly, are unaffected by eco-
nomic downturns and thus continue to purchase sustainable and other luxury
products and services. But, for luxury companies, we contend, the key to long term
success is to truly embrace sustainable business ideas and practices.

Indeed, and although global sustainability is a complex concept and practice,
following Hart and Milstein (2003: 59), we suggest that sustainable business
concepts and practices can create value by reducing the level of material
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consumption and pollution; by operating at greater levels of transparency and
responsiveness; by the development of new, disruptive, technologies that shrink the
size of the human footprint on the planet; and, by meeting the needs of those at the
bottom of the world income pyramid in a way that facilitates inclusive wealth
creation and distribution.

The ever present challenge of producing luxury products and services in an era
of climate change, resource depletion and widespread inequality, therefore, requires
ensuring that sustainable development remains a key part of luxury business
thinking, discourses, and practices. The secret is to produce luxury products and
services with full awareness of the environmental and social challenges facing the
world’s population and to embed sustainable development, not only in luxury
business philosophy, but, also in the practices associated with the sustainable value
chain.

3 Luxury Products and Services and the Sustainable
Value Chain

Before we can discuss luxury products and services and the sustainable value chain,
it will be helpful if we first of all clarify the term ‘value chain’. The concept of the
value chain describes the complete range of activities that luxury and other firms
and workers perform to bring a product from conception to end-use and beyond.
Such activities include Research and Development (R&D), design, production,
sales and marketing, distribution, support to the final consumer, and recycling
(Gereffi and Fernandez-Stark 2011: 4). Popularized by Porter (1985) as a means of
conceptualising the production system of an organization as a set of subsystems,
each with inputs, transformation processes, and outputs, the idea of the value chain
offers opportunities to further the firm’s competitive advantage. Incorporating
sustainability into the conventional value chain involves thinking beyond the value
created for the end user or customer. Indeed, it is necessary to consider the ‘chain’
or the wider context within which an activity occurs, focusing on the full range of
stakeholders, including all those individuals, groups and organizations that are
affected by the value chain activity, from, for instance, workers, customers and
suppliers to shareholders, local communities and governments. Fundamentally, a
sustainability approach requires an appreciation of the environmental and social
impacts of the value chain, enabling businesses and society to address the chal-
lenges associated with the lifecycle of products and services (World Business
Council for Sustainable Development 2011: 3). Similarly, a sustainable supply
chain needs to reflect the longer term ramifications of the creation of value for all
supply chain stakeholders at a local, national and global level. Consequently,
supply chain sustainability involves the management of environmental, social and
economic impacts, and the encouragement by management of good governance
practices, throughout the lifecycles of products and services. The objective of
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supply chain sustainability is, firstly, to create, protect and grow long-term envi-
ronmental, social and economic value for all stakeholders involved in, and affected
by, bringing products and services to market and, secondly, to promote broader
sustainable development objectives (United Nations Global Compact and Business
for Social Responsibility 2010).

It is important to note that the value chain and the supply chain are often used as
complementary ways of analysing an organization’s activities. Actually, sometimes,
the terms are used interchangeably. Supply Chain Management (SCM), which also
emerged in the 1980s, can be defined as a way of managing the flow of products and
services from suppliers to the end user (Cooper et al. 1997). SCM evolved throughout
the 1990s as companies increased the efficiency of their operations by means of the
implementation of Information and Communication Technologies (ICTs). For
instance, the large American retailer, Wal-Mart, using SCM through point-of-sale
data to enable continuous replenishment of inventory, was able to significantly drive
down costs (Sherer 2005). Due to their focus on quality and design excellence, luxury
companies were initially slow to take up SCM practices. However, by the mid-2000s,
luxury companies, including LVMH, Versace, Girogio Armani, Burberry and Prada
were adopting ICT systems to improve the efficiency of their supply chains. Indeed,
Louis Vuitton’s former CEO, Yves Carcelle, recruited managers formerly employed
by Toyota, and therefore familiar with SCM practices, to improve the efficiency of
Louis Vuitton’s supply chain (Passariello 2006).

Nevertheless, there are important differences between a value chain approach
and a SCM approach when analysing business processes. Whereas a SCM approach
emphasises the costs and efficiencies of supply, a value chain approach focuses on
the customer as the source of value, with value flowing from the customer, in the
form of demand, to the supplier (Ramsay 2005). Thus, SCM concentrates on
integrating supplier and producer processes, improving efficiency and reducing
waste, while a value chain focuses on creating value in the eyes of the customer
(Feller et al. 2006).

Notably, a value chain may extend not only beyond the boundaries of the
business organization to include a wide range of suppliers but also beyond the
boundaries of the nation state. In fact, from a Global Value Chain
(GVC) standpoint, the world economy is a complex network of suppliers and
buyers that are integrated and led by Multinational Enterprises (MNEs) (Lee and
Gereffi 2015: 321). United Nations Conference on Trade and Development
(UNCTAD 2013: 133–135), for example, estimates that 80% of world trade now
passes through GVCs, with the developing country share of global value-added
trade doubling from 20 to 40% between 1990 and 2010. Moreover, in a study of 39
countries, Jiang and Milberg (2013) estimate that GVCs have generated 88 million
jobs. Similarly, MNEs, through their leadership of GVCs, have great scope to
spread sustainable development practices across multiple supplier organizations in
widely varied locations. Fawcett et al. (2015), for instance, argue that the imple-
mentation of sustainable business practices across a firm’s value chain can lead to
significant efficiency gains as well as reputation enhancement.
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Having elucidated the term value chain concerning the organization, the global
economy, MNEs, trade, jobs, and sustainable business practices, the key question
now is: just what are the links between the consumption of luxury products and
services, climate change, resource depletion, the well-being of workers and com-
munities and the sustainable value chain?

We argue that the consumption of luxury products and services and a com-
mitment to sustainability are not incompatible or contradictory. For example, one of
the important links between sustainability and luxury products and services is, as
Gardetti and Torre (2015), put it, a return to ‘the essence of luxury with its tradi-
tional focus on thoughtful purchasing and a return to artisanal manufacturing, to the
beauty of quality materials and to respect for social and environmental issues’.
Correspondingly, Kapferer (2010: 42) argues that there is a convergence between
luxury products and services and sustainability because ‘[d]urability is at the heart
of sustainable development as well as luxury. Durability is the enemy of the fashion
industry and of the mass market industry, based on planned obsolescence. On the
contrary, luxury is the business of lasting worth’. Such remarks may be true of meta
luxury products and services but they are not true for mass luxury products and
services. In mass markets, luxury clothing, for example, is made in the same
outsourced, off-shored, factories that are used by lower cost retailers (Thomas
2007). The business model of luxury companies distributing such products and
services is thus based on a rapidly revolving fashion cycle, with obsolescence
acting as an essential element that ensures continually growing sales, profitability,
and return on shareholders’ investments.

However, numerous studies reveal that sustainability is a low priority for many
luxury consumers (Davies et al. 2012; Achabou and Dekhili 2013; Beckham and
Voyer 2014). For instance, Achabou and Dekhili (2013) examined the propensity of
consumers to consider recycled materials in luxury purchases through an empirical
study of a French luxury clothing company. They found that incorporating recycled
materials in such products and services negatively affects consumer preferences,
indicating an incompatibility between recycling and luxury clothing. Such research
suggests that, despite the growing concerns of consumers regarding sustainability,
the environmentally responsible behaviour of the brand is of secondary concern to
consumers of luxury products and services whose primary focus is on the intrinsic
quality of the products and services.

How, then, can luxury companies make the case for the re-moralisation not only
of the idea of luxury but also for the re-moralisation of luxury products and services
through the sustainable value chain?

First, luxury companies can make the argument for the re-moralisation of the
idea of luxury and luxury products and services through publicly embracing the
sustainable value chain. Second, luxury companies can communicate their social
and environmental activities more effectively to all their stakeholders (Joy 2015).
So, for instance, LVMH adopted an environmental charter as far back as 2001, and
has been auditing its carbon footprint since 2004. But are LVMH’s customers
aware of its charter? Luxury companies would thus be well advised to follow the
general trend of producing detailed corporate responsibility reports concerning all
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of their business activities, as exemplified by Tiffany & Co. (2014), which already
produces separate corporate responsibility and sustainability reports, in addition to
its regular annual reports.

Yet, it is the luxury group Kering that has made most progress in measuring its
impact on the environment. Certainly, Kering was one of the first companies to
publish an economic valuation of the environmental impacts caused by greenhouse
gas emissions and water consumption along the entire supply chain of Puma, one of
its sportswear brands (Confino 2011). Moreover, Kering has made a commitment to
the difficult task of integrating both its social and economic impacts into its future
accounts.

Consequently, Kering is leading the way among luxury companies in terms of
sustainability, having developed an innovative methodology, the Environmental
Profit & Loss (EP&L) tool, which makes the seemingly invisible impacts of its
business visible, quantifiable, and comparable (Kering Group 2016). Traditionally,
a number of metrics have been used to assess the environmental impact of a
business, from tonnes and hectares to cubic meters, depending on what is being
measured, whether it is land employed or water consumed in the production process
or the quantities of pollutants emitted across the supply chain. The use of a variety
of units of measurement has made it challenging for businesses to coherently
evaluate the financial impact of their activities on the environment. However,
Kering’s EP&L tool permits an overarching measurement to be applied, facilitating
the assessment and comparison of activities, including risks and opportunities,
across the supply and value chains. Likewise, Kering (2013) openly shares the
methodology that underpins its EP&L tool, thereby encouraging its adoption by
other businesses.

In these ways, Kering seeks to understand what impact its decision-making has
on its own sustainable practices. Furthermore, the knowledge gained through the
use of the EP&L tool is employed to inform corporate decisions with the aim of
minimising Kering’s risk and strengthening the long-term presence of the Group
and its individual brands. The EP&L tool measures the impact of activities
throughout the value chain, from the acquisition of raw materials, processing,
manufacturing, and assembly to operations and retail. Indeed, in September 2015,
Kering was recognized as an industry trailblazer in the 2015 Dow Jones
Sustainability Indices (DJSI) at the World and Europe levels, leading the Textiles,
Apparel and Luxury Goods sector for the second consecutive year (Kering Kering
2016a). Additionally, in 2016, Kering was acknowledged as one of the world’s
most sustainable corporations, according to the Corporate Knights’ Global 100
index, where it is ranked 43rd overall, and second within the index’s Textile,
Apparel and Luxury Goods sector (Corporate Knights 2016).

But what is the secret of Kering’s success regarding its management
decision-making concerning sustainability, future planning, and branding? How
does Kering’s EP&L tool impact on its value chain? Let us consider the case of the
Italian luxury brand Gucci, which, as a wholly owned subsidiary of Kering,
accounted for over 52% of Kering’s luxury related revenue in 2014 (Kering 2014),
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before we go on to draw out the management lessons that can be learned from this
luxury industry leader.

4 Gucci and Sustainability

In this section, our focus is not only on Gucci’s luxury products and services but
also on its approach to sustainability, to its production processes, to its resources, to
its customers, and, above all, to its re-moralisation of its own luxury products and
services by way of its sustainable value chain.

Founded in 1921, Gucci is of course an Italian luxury fashion and leather goods
brand, which has developed its business practices to ensure that the sustainability
agenda is at the heart of its corporate performance. According to Kering (2014: 42),
Gucci’s parent company, ‘Gucci’s goal is to continue enhancing brand value while
delivering long-term growth across product categories and maintaining high stan-
dards of environmental and social sustainability.’ Thus, Gucci, as a renowned fashion
producer and leader, is an organization that is also highly committed to offering its
consumers sustainable luxury products and services. Gucci’s holistic approach to
sustainable development goals is, moreover, reflected in its internal and external
structures, from the use of sustainable tools through to its triple bottom line.

However, as we will show, Gucci does not view sustainability as a business
threat but as a business opportunity through which it can both challenge its com-
petitors in the marketplace and secure sustainable resources to build luxury brand
value. Gucci’s embrace of sustainable business practices is, then, creating value for
the company even in an era of climate change, diminishing resources and wide-
spread inequality. Hence, Gucci has incorporated the idea of sustainable develop-
ment into its marketing discourse and activities. In 2011, for example, and as part of
a public relations and sustainability exercise, Gucci launched a design competition,
where eighteen participants were asked to design a handbag using bamboo with
minimal environmental impact (Spagnoli Gabardi, n.d). The winner’s design was
successful in fulfilling Gucci’s sustainability agenda as well as in generating
excellent public relations for the company since the competition highlighted its
innovative, sustainable, and customer friendly practices. The use of bamboo was
also extended to Gucci’s watch and bracelet lines. Gucci thus produces luxury
products and services that are aware of climate change but, within its own business
context, also embedded within its marketing discourses and sustainable value chain.

Similarly, Gucci’s luxury products and services, with their commitment to
sustainability, are constituted from value created at every stage of the supply chain.
One Gucci initiative, for instance, which parallels its customer’s growing interest in
sustainable consumption (Hoeffler et al. 2010; Brosius et al. 2013), is its acquisition
of sustainable leather through carefully chosen suppliers and the development of
eco-friendly handbags and eyewear. Indeed, in 2013, Gucci launched a range of
leather handbags sourced from Rainforest Alliance certified ranches in the Brazilian
Amazon (Rainforest Alliance 2013). The Rainforest Alliance supports farming
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communities in Brazil by encouraging low environmental impact and sustainable
practices, including, for example, guaranteeing the good treatment of livestock and
the promotion of the rights and wellbeing of ranch workers. Furthermore, Gucci
signed a moratorium with Greenpeace whereby the leather used by Gucci was not
sourced from cattle raised on former Rainforests in the Amazon (Campione 2013).
The ‘Gucci for Green carpet challenge’ ‘zero deforestation’ handbags, designed in
collaboration with Livia Firth and launched in 2013, also demonstrates how a
luxury brand that emphasizes heritage, exclusivity, and contemporary Italian
craftsmanship is able to incorporate traditional sustainable practices into its prod-
ucts and services (Karmali 2013). Moreover, each handbag comes with its own
passport, detailing its journey through the supply chain, from the sourcing of lea-
ther, to its design, manufacture, and final creation (Rainforest Alliance 2013).

Gucci’s sustainable product range also extends to its eye and footwear. For instance,
in 2012, it launched sunglasses made from liquid wood, a biodegradable, eco-friendly
material that is an alternative to plastic, which is often used in the manufacture of
eyewear (Kering 2016b; Spagnoli Gabardi, n.d). Hence, the production of these sun-
glasses had a lower environmental impact than many others because the material used
was natural rather than refined. More recently, Gucci launched ‘Sustainable Soles’,
including a ballerina flat female shoe that is made from bio plastic together with a
men’s range featuring bio rubber soles (Spagnoli Gabardi, n.d).

Additional to its sustainable product lines, in 2007, Gucci launched its certifica-
tion process, which is applied throughout its supply chain. This certification means,
for instance, that Gucci will ensure that its jewellery materials are ethically mined. To
achieve this level of sustainability, Gucci has diversified its supply chain process
such that, rather than relying on third party mining companies, it has taken ownership
of mines and is intensely involved in the extraction of precious metals. Hence,
Gucci’s ‘operational capabilities are assisting the organization’s efforts to reduce its
environmental impact throughout its supply chain’ (Darnall et al. 2008: 30).

However Gucci’s sustainable practices also extend throughout its value chain,
such that its customers are given the opportunity to participate in Gucci’s
eco-friendly programme through, for example, the recycling of packaging.
Customers can thus return their packaging, using a pre-paid envelope, to a Gucci
centre where it will be used to make new products. Indeed, since 2010, Gucci has
ensured that all of its packaging is produced either from recycled materials or paper
certified as 100% sustainable and recyclable by the Forest Stewardship council.

Gucci’s commitment to the sustainable value chain, then, places the customer
centre stage whilst also maintaining trade, jobs, and the development of sustainable
business practices. Making the critical connection between the consumption of
Gucci luxury products and services, climate change, and declining resources
through the sustainable value chain, the company’s approach to sustainability is one
that incorporates a value led customer focus across all parts of its business strategy.
This method not only lowers Gucci’s environmental impact but also adds value to
Gucci’s customer’s experiences of the company’s luxury products and services.
The all-encompassing approach adopted by Gucci thus signals a long-lasting
commitment to the well-being of all the company’s stakeholders. It is a method that
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is welcomed by customers because, as their own expectations of conspicuous
(Douglas and Isherwood 1979; Dittmar 1992, 2008) or inconspicuous consumption
(Erkhardt et al. 2015) of luxury brands rises, Gucci, through its sustainable value
chain and product ranges, offers its customers the opportunity to sometimes display
but always enjoy ethical and sustainable luxury products and services.

Understanding the importance of the social issues associated with sustainable
business practices, Gucci considers the wider social impact of its own business
processes. In 2004 Gucci committed to achieving SA8000 certification, an inter-
national standard from Social Accountability International that aims to support
companies in the development and management of social accountability systems,
which address CSR issues including child labour, health and safety conditions and
working hours and compensation. Gucci went on to gain SA8000 certification in
2007 for the supply chain of its leather and jewellery goods (Massimiliano et al.
2016). For Gucci, the importance of looking after its workforce includes ensuring
diversity, providing rights and equal opportunities for its staff as well as respect for
health and safety. In addition Gucci takes a longer-term view of its decisions by
implementing policies and procedures that encourage continuous improvement.

Furthermore, Gucci has been actively involved in philanthropy concerning issues
relating to women’s and girl’s education. Having forged a partnership with the
United Nations Children’s Emergency Fund (UNICEF), Gucci has made charitable
donations and created ‘UNICEF’ products, where money from sales has been passed
on to the charity. An example of the latter was Gucci’s Nice shopper bag, where 25%
of the retail sales price of each bag purchased was donated to UNICEF’s “Schools of
Africa” and “Schools of Asia” programmes, providing education for vulnerable
children (UNICEF 2013). Additionally, Gucci has invested in developing partner-
ships with female celebrities including Beyonce Knowles-Carter, Salma Hayek
Pinault, Halle Berry and Jennifer Lopez, such as the launch in 2013 of the Chime for
Change global campaign to raise funds for projects promoting education, health and
justice for girls and women around the world. Through crowdfunding, this campaign
has funded over 400 projects associated with its 144 non-profit partners in 86
countries, reaching hundreds of thousands of girls and women globally (http://www.
chimeforchange.org/). Moreover, through its holding company, Gucci also supports
the Kering Corporate Foundation, which was launched in 2009, and which embodies
the social commitment of the group (http://www.keringfoundation.org/kering-
foundation). The Foundation combats violence against women through community
based projects and initiatives with the aim of giving women increased independence.
Many of these activities are global in nature and aim to empower women everywhere.
Hence, Gucci places a strong emphasis on socially led initiatives, which extend
beyond practices focused on the environment, giving a greater level of societal and
shared value amongst its stakeholders.

In this way, Gucci has enhanced its social and economic luxury brand value
through the sustainable value chain and extended its symbolic social value beyond
heritage, craft and other traditional luxury brand values, such that the purchase of a
sustainable Gucci product or service now indicates a more thoughtful and solicitous
act that concerns itself with issues of durability and meta luxury, rather than ones
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based purely on conspicuous consumption and social status (Vickers and Renand
2003: 472; Han et al. 2010; Choo et al. 2012).

This last is critical since Gucci’s most remarkable achievement here is that it has
re-moralised its luxury products and services through the implementation of its own
sustainable value chain. To attain this, Gucci has not only embraced its own sus-
tainable value chain internally but has also actively publicized its commitment to a
sustainable value chain externally through a range of marketing and public relations
activities, including the handbag design competition noted above. Hence, Gucci
communicates to all of its stakeholders its commitment to the sustainable value
chain. So for instance, armed with the knowledge of Gucci’s sustainable business
practices, customers are empowered to incorporate issues concerning sustainability
into their luxury purchasing decisions and suppliers are integrated into networks of
sustainable production.

Of course, to provide convincing information about Gucci’s sustainable business
practices, it is necessary to have a robust assessment of the impact of its activities
on the environment and society. Hence, the use of the EP&L tool helps Gucci to
display its own reduced influence upon the earth through quantifying such effects in
monetary terms, by measuring, for example, the potentially environmentally
harmful chemicals used in its own production processes and those of its suppliers.
The knowledge gained through the adoption of the EP&L tool allows Gucci to
measure and implement a ‘cradle to grave’ approach to the management of its
‘ecobalance’, including its choice of product lines as well as the materials used in
their manufacture. Thus, Gucci’s measurement of its environmental footprint
highlights the company’s ecological liabilities and allows Gucci to implement
sustainable supply and value chains, inclusive of its sourcing of sustainable
materials, the recycling of its unwanted packaging, and for the whole to be easily
evaluated. However, Gucci has yet to establish methods to measure the full impact
of its social initiatives, focusing merely on documenting the number of projects,
partnerships and individuals supported. Such social initiatives have the potential to
have lasting value with significant long-term benefits but cannot be wholly quan-
tified in monetary terms.

As this section has illustrated, through its adoption of sustainable business
practices across its supply and value chain, Gucci is at the forefront of the luxury
sector in terms of developing sustainable consumption and production patterns. We
turn now to a discussion of what other luxury businesses can learn from Gucci’s
adoption of a sustainable approach to its value chain.

5 Six Management Lessons from Gucci: Discussion
and Conclusions

Our exploration of Gucci’s sustainable supply and value chain yields six key les-
sons for managers of luxury businesses. The first of these management lessons is
that luxury customers are sympathetic to a corporate sustainable luxury strategy.
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Even though luxury products and services produced through a sustainable value
chain may be more costly than those produced in non-sustainable ways, customers
appreciate the added value of contributing to initiatives seeking to protect of the
environment, improve the welfare of workers, and raise the well-being of all
communities touched by the production, distribution and consumption of luxury
products and services. For those customers principally motivated by conspicuous
consumption, the added cost of sustainably produced luxury products and services
adds utility through its ability to indicate increased status.

Yet, the relationship between the consumption of luxury and sustainability goes
further than a desire to protect the environment, to support safe working conditions,
enhance the welfare of communities, or even engage in new types of conspicuous
consumption. Thus, the second management lesson that other luxury companies can
learn from Gucci concerns the cultivation of symbolic value associated with sus-
tainable business practices. To accomplish this, Gucci embeds environmental and
social awareness in every aspect of its luxury products and services through an
emphasis on the symbolic values of the quality and the excellence of the brand, of
its social eminence and worth. Consequently, luxury businesses must encourage in
their customers the symbolic values associated with social and environmental
responsibility, durability and meta luxury with a view to making sustainable luxury
consumption a high social signifier for their customers. For, through its sustain-
ability initiatives, Gucci has added symbolic value to its luxury products and ser-
vices, making its customer’s consumption of them more than simply a hedonic
experience but also, and somewhat paradoxically, an act of luxury consumption that
is embedded in a socially responsible agenda, which promotes and contributes to
the global sustainable development agenda. In this sense, Gucci is engaged in the
re-moralisation of luxury.

Therefore, the third management lesson that other luxury companies can learn
from Gucci is the necessity to embrace their own sustainable value chain internally
within the company. It is through an internally consistent commitment to sustain-
ability that it is possible to convey a strong and convincing message concerning the
businesses’ devotion to sustainability to external stakeholders. Relatedly, the fourth
management lesson that other luxury companies can learn from Gucci is, then, the
necessity of publicizing externally the fact that they have adopted their own sus-
tainable value chain internally. So, for instance, luxury customers want to see more
than LVMH’s near invisible charter or sections added to the end of a luxury
company’s annual report. By communicating its commitment to sustainability to all
of its stakeholders, Gucci not only sets an example for other luxury companies to
follow but also broadcasts its ethical and environmental awareness, thereby adding
to the symbolic value of its products and services.

As a result, the fifth management lesson that other luxury companies can learn
from Gucci is the need to demonstrate in a systematic and convincing fashion their
own impact upon the environment and their contribution to the achievement of the
UN’s sustainable development goals. As noted, Gucci’s EP&L tool helps the
company measure and display its own reduced influence upon the environment
through quantifying such effects in monetary terms. Consequently, other luxury
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companies need to use instruments similar to the EP&L tools employed by Gucci to
measure their environmental footprint and to assess their efforts to improve sus-
tainability. Gucci is also active in documenting its positive contribution to sus-
tainability and social responsibility through its own website and reports as well as
those of Kering, its parent company. Moreover, through initiatives like Chime for
Change, Gucci activity promotes its contribution to sustainable development
through social media, connections with top celebrities, and live high profile events,
such as the Chime for Change concert held in London in 2013, featuring perfor-
mances from a host of female artists, including Beyonce Knowles-Carter and
Jennifer Lopez (http://www.chimeforchange.org/).

Hence, the sixth and final management lesson that other luxury companies can
learn from Gucci is that customer consumption of sustainable Gucci luxury prod-
ucts and services has not proven problematic for the company but, on the contrary,
beneficial to it. Consequently, the experience of Gucci underlines that the pursuit of
sustainable business practices can add to, rather than diminish, a luxury company’s
competitive advantage. For not only do sustainable business practices attract
favourable publicity and thereby act as a means of promoting Gucci’s socially
responsible approach but they also contribute to the symbolic value of its products
and services, thereby enhancing their luxury status.

In conclusion, if luxury companies wish to become not merely leaders in sus-
tainability but also a luxury industry leader like Gucci, they would be well coun-
selled to accept the ideas associated with luxury products and services and the
sustainable value chain discussed in this chapter. The six management lessons
drawn from Gucci’s implementation of sustainability across its supply and value
chains can be adopted, adapted, and extended by other luxury businesses. For the
need for sustainable business practices is becoming ever more pressing, such that
businesses like Gucci, and its parent group, Kering, are now shaping sustainable
consumption and production patterns in the luxury sector. In so doing, they are
encouraging a re-moralisation of luxury that gives recognition to the environmental
and social costs involved in the production of exclusive and exquisite products and
services. Through openly sharing the methodology that underlies the EP&L tool
employed by Gucci, Kering is similarly promoting the implementation of sustain-
ability across the luxury sector and beyond. Or, as François-Henri Pinault, the CEO
and Chairman of Kering, succinctly put it: ‘sustainable business is smart business’
(Godelnik 2013).
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Luxury Fashion Brand Sustainability
and Flagship Store Design. The Case
of ‘Smart Sustainable Stores’

Elisa Arrigo

Abstract In recent years, the relevance of sustainable practices has increased in the
luxury environment as socio-environmental problems have become more severe
and consumers started to react sensitively towards the conduct of companies and the
eco-friendliness of their offer. Several luxury companies have thus realized that
only by reinforcing their sustainability’s values and improving their awareness
among external stakeholders, could they safeguard their brand equity. Although
many companies have already embraced sustainability in their development
strategies, very little is known on luxury sustainability in academic research. In
particular, a research gap has emerged on the role played by luxury flagship stores
in disseminating externally the corporate sustainability of luxury fashion brands.
Hence, this study aims to close the above-mentioned research gap by focusing on
sustainability issues in store retailing research. To address this gap, apart from the
literature review on luxury sustainability and flagship store format as a brand
communication channel, a case study has been carried out on the ‘Smart
Sustainable Store’ policy of the Kering Group. For the first time, findings show how
sustainable design and management of the flagship store help to minimize the
environmental impact of the store’s operations by optimizing energy efficiency, and
can make stakeholders more aware of the luxury fashion brand’s commitment
towards the environmental sustainability by safeguarding and improving its
reputation.
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1 Introduction

Sustainable development is on the agenda of several market actors such as gov-
ernments, the business world, consumers, and non-governmental organizations
(NGOs), and refers to promoting a society that can persist over generations through
the conservation of natural resources. In 1987, the Brundtland Commission Report
defined ‘sustainability’ as ‘meeting the needs of the present generation without
compromising the ability of future generations to meet their own needs’ and, to
date, many studies have examined whether by incorporating sustainability issues
into the business strategies, this could represent a source of competitive advantage
(Reuter et al. 2010; Markley and Davis 2007). Thus, corporate sustainability has
emerged as a new managerial model based on stakeholder relationships, focused on
the capacity of companies to strategically integrate economic, social and environ-
mental issues into business operations. Sustainability contributes to the triple bot-
tom line (Elkington 1997) via its favourable impact on the company’s relationships
with important stakeholders and can represent a key driver of innovation for many
companies (Nidumolu et al. 2009).

In the luxury industry, companies have realized that luxury, whilst typically
highly profitable, faces ethical and socio-environmental issues (Gardetti and Muthu
2015; Gardetti and Torres 2014). According to Kapferer (2010), luxury is so
concerned about its sustainability, firstly due to it being a very “visible” sector with
many people attracted by luxury brands and following their activities constantly.
Furthermore, “no sector reveals the world social inequality as much as luxury”
(Kapferer 2010, p. 42) by being accessible only to rich people and, consequently,
luxury is considered as a factor of social tension.

Many luxury corporations have already developed new management approaches
to incorporate economic, social and environmental sustainability considerations
into their business practices. Sometimes, this has involved creating specific envi-
ronmental task forces to monitor their sustainability policies. Luxury companies
have understood, in fact, that only by reinforcing the values and the practices of
sustainability, could they preserve their reputation and clearly distinguish them-
selves from everyday low-cost fashion brands.

Despite this quite rapid development of sustainable practices in businesses,
academic research on sustainable luxury is still at an embryonic stage. This paper
therefore aims to contribute to filling this gap by investigating the role of the
flagship store format in translating the corporate sustainability of a luxury brand.
The overall research question was ‘Can luxury brands communicate their sustain-
ability through the design and management of their flagship store?’. In order to
address this research question, a descriptive case study of the ‘Smart Sustainable
Store’ at the Kering Group, one of the most important luxury groups, has been
carried out.

The paper is organised as follows: following the introduction, Sect. 2 analyses
the theoretical background of luxury brands and sustainability, and the flagship
store format. Section 3 proposes a new role of flagship store design and
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management in interpreting the sustainability commitment of a luxury brand.
Section 4 describes the methodology and examines the case of Smart Sustainable
Stores; Sect. 5 contains the results and discussion; and, finally, Sect. 6 draws
together conclusions with future research directions.

2 Theoretical Background

2.1 Sustainability and Luxury Brands

Fashion and Luxury are among the most polluting industries in the business world
because of their heavy consumption of natural resources such as water and energy
used in manufacturing fabrics or their use of dangerous chemicals for dying and
tanning. Luxury brands have recently become a target for public criticism; in fact,
the global development of corporate activities worldwide that luxury brands have
realized in recent years has exposed them to accusations of damaging the ecological
environment.

Although the luxury industry is relatively small in terms of number of compa-
nies, it has an impact due to its level of sales and power to influence. In 2014, the
overall luxury market exceeded €850 billion, showing a healthy growth of 7% and
has a predicted 9% annual growth rate up to 2020 (Bain & Co., 2015). Further,
luxury means excess: the best design, the best craftsmanship, the best retailing (the
nicest locations and store concepts), and the best customer service occur in the
luxury industry and, therefore, luxury brands frequently drive the world of mar-
keting strategies (Ko and Megehee 2012). Thus, the fact that luxury companies
adopt sustainable practices could have a positive influence on companies pertaining
to other sectors.

In order to review the relationship existing between sustainability and luxury, it
is useful to begin by considering the key-features of a luxury brand. In the man-
agerial academic literature, several definitions of luxury brands have been proposed,
most of which refer to the following elements: excellence, high transaction value,
exclusivity, artisanship, and premium price (Jackson 2004; Keller 2009; Hennigs
et al. 2012, Heine 2010; Chevalier and Mazzalovo 2012).

Fionda and Moore (2009) explored the critical dimensions of creating and
maintaining a successful luxury brand over time, and identified nine key attributes,
requiring a consistent and coherent approach to be efficiently managed. The first
attribute refers to the development of a clear brand identity as a necessary
pre-requisite for building good relationships with customers. Again, marketing
communication is another key attribute to staying in touch with the market by
creating brand awareness. Further, a third element is represented by the integrity of a
luxury product depending on aspects of quality, artisanship, and functionality. Next,
the design signature (iconic products, creative directors, and recognisable style), the
history and heritage of the brand are recognized as being suitable to establish
the perception of a luxury product as authentic in the customer’s mind. Moreover,
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the typical exclusivity of luxury offerings, carefully controlled by companies
through the system of limited edition sales or company-managed stores, constitutes
another key feature. The exclusivity of luxury goods is additionally communicated
through their high price that represents another key element of luxury brands and is
frequently the first one to catch the customer’s attention. Obviously, the corporate
culture pervading the luxury company and the level of expertise accumulated over
time are other elements necessary in building a successful luxury brand. Lastly, the
environment in which a brand meets the buyers and the customer service provided in
this space are essential attributes of luxury value propositions. In fact, a luxury store
is the place in which buyers can fully live the brand experience of luxury since it
provides an insight into the brand’s lifestyle and values.

Jackson (2004) similarly considered the point of sale as one of the key
dimensions of luxury brands together with global recognition, critical mass, core
competence, high product quality and innovation, powerful advertising, and superb
customer service.

Besides all these described features needed to create a successful luxury brand,
Keller (2009) argued that, in general, luxury brands face three important trade-offs
reflecting the challenges faced by managers in handling their development over
time: exclusivity—accessibility; classic—contemporary images; and acquisition—
retention.

They are considered as trade-offs since the strategies moving in the direction of
improving exclusivity, classical image and customer retention can be opposed by
those of accessibility, modernization and acquisition of new customers. In fact, luxury
brands need to be perceived as up-market and high-class whilst, at the same time, they
need to expand the customer base, and subsequently to increase their accessibility in
order to generate sufficient profits. At this point, the exclusivity-accessibility paradox
arises as the prestige of a luxury brand gets eroded if too many people are able to
acquire it (for the rarity principle). Thus, luxury brands should look towards max-
imising their profits without selling their products too widely (Dall’Olmo Riley and
Lacroix 2003). Furthermore, luxury brands have a heritage and tradition that some-
times are not able to be appreciated by a generation of young customers, so brands
should evolve by incorporating more contemporary elements (classic-contemporary
paradox). Finally, luxury brands are engaged in searching for new customers but also
in maintaining existing ones (acquisition-retention paradox). These paradoxes make
the management of luxury brands a complex activity putting pressure on marketing
managers to find new evolving strategies that are consistent in the long-term, and
sustainability could represent one of these particular strategies.

It is argued by some people that luxury and sustainability are irreconcilable by
definition, since luxury implies excess, and production and consumption driven by
anything apart from satisfying basic needs, and this represents the main cause of
environmental and social problems. On the contrary, Kapferer (2010) suggests that
luxury and sustainability tend to converge; in fact, every luxury brand has two
attributes that move towards the direction of a sustainable development.

Firstly, both luxury brands and sustainable development focus on rarity. Natural
resources are scarce and similarly the highly perceived value of luxury depends on a
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product’s obvious rarity (rare materials, rare pearls, and rare artisanship) that
determines its distinctiveness. Likewise, this rarity safeguards environmental sus-
tainability since mass production is more damaging to the planet rather than arti-
sanal goods, which produce less waste compared to the level of waste derived from
the energy consumption of industrial manufacturing systems.

Secondly, luxury brands are characterised by their feature of durability, aligning
with the concept of environmental sustainability by limiting the consumption of
natural resources over time. Luxury goods are usually long lasting, and in the case,
for example, of Louis Vuitton bags or Bulgari jewels, are passed down from
generation to generation. In this way, waste is reduced and the environment is
preserved.

It is possible, therefore, to affirm that the preservation of environmental
resources determines the scarcity and, consequently, the exclusivity of luxury
products. Luxury depends on sustainability and, equally, sustainability finds in the
luxury concept a potential supporter since the durability and rarity of luxury brands
make sustainability a way of evoking the brand’s eternalness and emphasizing the
brand awareness. Sustainable business practices can thus improve an existing
luxury brand’s image by increasing its perceived value and exclusivity, whilst
achieving higher levels of sales and building customer loyalty (Guercini and
Ranfagni 2013).

Hennigs et al. (2013) consider sustainability as part of the essence of luxury and
propose an interesting framework of luxury sustainability value based on individual
value perception. A superior customer value’s creation can be obtained through the
enhancement of significant and emotional brand associations; thus, the capacity of a
luxury brand to reach an excellent level of sustainability depends on the customer’s
expectations and perceptions about luxury value.

In their framework, Hennigs et al. (2013) suggest that customers measure the
performance of a luxury brand based on four dimensions: financial, functional,
individual and social value. The first dimension, financial, refers to the value of a
product expressed in monetary terms beyond other costs that a customer expends to
acquire the product, such as the time taken to select it etc. In this case, since
customers perceive luxury offerings as scarce and very expensive, sustainable and
responsible consumption is encouraged. Moreover, the functional dimension of
sustainable value is linked to aspects of quality, reliability and durability and dif-
ferent key areas are relevant in developing a perspective of sustainable luxury brand
management such as the packaging or business operations. In order to address a
functional sustainability, the entire supply chain processes should encourage sus-
tainable strategies. Therefore, individual sustainable value proceeds from the basic
consideration that customers buy luxury products in order to satisfy and reflect their
personal values and aspirations, and a clear commitment to sustainability is not only
desired by them, but also a requirement. Finally, the perceived utility obtained by
customers through the use or consumption of luxury products is tied to an
acknowledgment of their special social status. If a luxury brand is marked by social
and environmental responsibility, this contributes to enhancing its customer rela-
tionships since customers are proud of buying products from a sustainable
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company. In conclusion, Hennigs et al. (2013) suggest that luxury brands need to
modify their understanding of excellence, which is no longer associated with
fashion or glamour but with engagement and sustainable business management.

Climate change, the increasing waste and the abuse of many natural resources
are some of the major challenges that luxury companies face nowadays. In response
to these challenges, luxury companies try to make an efficient use of resources,
minimising their reliance on unsustainable resources and reducing the waste and
pollution of their productive and distributive processes. They encourage the use of
alternative energy sources and some companies have recently embraced new
business models based on sustainable supply chains where their sourcing, manu-
facturing and distribution processes are redefined in order to safeguard the envi-
ronment and improve efficiency (Kapferer and Bastien 2012).

2.2 The Flagship Store Format

Store management is increasingly relevant in current retailing research as the point
of sale represents the place where luxury retailers can show their value propositions,
besides spreading their brand values trying to positively influence the customer
experience (Brakus et al. 2009).

As Nobbs et al. (2012) point out, luxury retailing displays three peculiarities
with respect to the retailing of other product categories: frequently it constitutes a
direct channel for companies that manufacture their products; these companies
supply on the global market, and very often luxury retailers use direct investment as
a strategy for foreign market entry. Consequently, store management is of key
significance for luxury brands operating worldwide.

In previous research, many academics (Kent 2003; Clow and Baack 2010; Doyle
and Broadbridge 1999) assimilated the store as a marketing communication tool,
because, as suggested by Doyle and Broadbridge (1999), the store environment and
the internal atmosphere characterize the touch point between customers and the
retailer, the store being considered as a channel of brand communication. In fact,
according to Gottdiener (1997), the retail atmosphere is a major part in creating a
memorable and attractive customer experience.

The seminal work of Bitner (1992) on servicescape proposed that the physical
retail environment assumes three strategic functions for marketing strategies: it offers
a complete description of the retailer’s total offering; through its internal layout, it
helps customers to look around freely and comfortably; it acts as a signal of dif-
ferentiation, by positioning the retailer at the desired level. Thus, the design of the
physical surroundings in the retail environment is recognized to affect customer
behaviour and purchasing aims. In fact, the physical environment, in this case the
point of sale, includes many cues used by customers to value the retailer’s capa-
bilities and the quality of its offering (Orth et al. 2012). So the store can be con-
sidered as very powerful in communicating the luxury brand values to customers.
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The complex mix of cues controlled by retailers inside the store and able to
influence positively the customer responses include lighting, colour, layout, wall
décor, quality of materials, sound, etc. The design of the retail store environment is
therefore a crucial element in the luxury brands’ marketing strategy, as it con-
tributes to developing a sense of prestige and excellence (Hines and Bruce 2007).
Luxury retailers can choose among many retail store formats to display and sell
their products and the flagship store format is exactly designed to take the branding
concept to an extreme level.

Kozinets et al. (2002) proposed one of the first descriptions of flagship stores
founded on three key features:

• supply only a single brand;
• are owned by their manufacturers; and
• have, as their primary purpose, building the brand image.

This latter feature supports Fernie et al.’s (1998, p. 373) claim, that the flagship
store’s function is simply “to act as publicity vehicles for the ranges and are not
required to show a typical return on investment”.

A further enlargement of definitions followed the first produced by Kozinets
et al. (2002). For example, Mikunda (2006, p. 228) considers the flagship store as
“the principal store of a retail chain”, Diamond (2005, p. 12) as “the most
important in a chain”, and Frings (2009, p. 458) as “the largest and most repre-
sentative store in a chain organisation”. Many features have been recognised as
influential in making flagship stores the “touch point for stakeholders” (Nobbs et al.
2012). Flagship stores provide a sense of tangibility to the luxury brands and offer a
space where luxury retailers can leverage the impact of other tools and events
connected to the brand reinforcement, such as advertising, promotions or other
related marketing activities. Consumers go to the flagship store not only to purchase
items, but also to experience the luxury brand in an environment completely
controlled by the retailer (Kozinets et al. 2002).

As suggested by Manlow and Nobbs (2013), the key dimensions of a flagship
store can be derived from the definitions offered by Kozinets et al. (2002), Mikunda
(2004), Jackson (2004), Diamond (2005), Varley (2007), Mores (2007), Frings
(2009), and Kent and Brown (2009). In particular, four main features emerge from
these definitions: the flagship store is located in a large outlet in a prominent area; it
offers the widest and most in depth product assortment; it provides a high quality
store environment; and finally, it serves to communicate the brand position and
values, as flagship stores are becoming the company’s prime mass medium.

Particularly interesting is the framework of the international luxury flagship store
proposed by Moore and Doherty (2007) where four core dimensions are identified:
strategic purpose; distribution hierarchy; language of flagship; and the location and
place.

The strategic purpose of a flagship store is easily understandable from the huge
investment required for its establishment that is often far superior to the return
generated from sales. For this reason, luxury retailers usually open flagship stores
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only in the most lucrative foreign markets and consider them as a market-entry
strategy (Moore et al. 2010). In this case, flagship stores can serve as an important
mediator in the development and management of collaborative relationships
between the luxury retailer and its partners within a foreign market (Moore and
Doherty 2007).

Additionally, flagship stores display a considerable size and a strong visual
impact; generally, their height makes them stand out from other stores in order to
reveal in concrete terms the magnitude of the luxury brand. Flagship stores aim to
attract wealthy customers, generating interest and curiosity towards a luxury brand,
and are used as a vehicle of brand communication in order to spread brand identity
values. Frequently, to add intangible luxury associations to the flagship store, the
most prestigious architects and designers are involved in its planning and design
(Kent 2007).

With reference to the distribution hierarchy, flagship stores provide customers
with a special assortment of products together with an excellent standard of service.
Often, in all countries, new collections are presented firstly in the flagship store and,
only later, in the other outlets. In any case, certain items remain exclusively
available in the flagship store in order to increase both the sense of prestige and
customer traffic.

As described before, the store atmosphere is strictly tied to the luxury perception
and brand positioning and, for this very reason, Moore and Doherty (2007) coined
the expression “the language of the flagship”. They referred to the many factors
inside the flagship store that contribute to creating a luxurious experience for the
customer, such as: the colour, the scale, the olfactory devices, the lighting, the
furnishing materials, the sales assistants, etc.

Finally, the “place and location” dimension can be examined on two levels: at
the macro level, flagship stores are placed in leading international cities and, at the
micro level, they are concentrated in streets visited by wealthy customers or tourists
and, frequently, their allure and prestige is further improved by the status and
heritage of the building that they occupy. Moreover, by placing a flagship store
inside a store agglomeration, luxury retailers benefit from each other’s individual
luxury brand positioning and, together, they enable the development of a luxury
sense of place in the urban area delimited by their locations (Arrigo 2015).

Many luxury retailers confirm also the trend of creating a single flagship store in
every overseas city or market with the aim of improving the sense of exclusivity
and prestige that are enhanced by also adding unique features to distinguish it from
others. This strategy is efficient because it enables luxury retailers to concentrate the
entire investment on the new market entry in a unique store and, simultaneously,
preserving full control over the branding strategies within that offshore market.

In their study on the meaning of the flagship stores for customers and managers,
Manlow and Nobbs (2013) investigated the relationship existing between the
flagship store format and the customer brand experience and they found that the
store design constitutes a key component in the process realized by customers to
associate an identity with each brand. In particular, Brengman and Willems (2003)
examined the influential features of store design that consumers attribute to a
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brand’s personality. For example, they show that customers perceive as sophisti-
cated spacious, expensive and attractive stores and this contributes to creating
specific customer brand associations.

Customers buy luxury goods to fulfill a dual need for status and a desire to live
through pleasurable experiences and consequently the design of luxury flagship
stores takes into account all the senses in order to create an emotional response in
consumers (Riewoldt 2002). Luxury brands need to create a “sensorial universe”
capable of reaching different emotional contact points so that customers can live a
whole brand experience (Brakus et al. 2009).

3 The Flagship Store as Propagator of Corporate
Sustainability

Higher consumer ecological sensibility, increased attention toward social respon-
sibility and more competition have created growing research interest in the topic of
sustainability along the supply chain and, in particular, on the role of retailers. In
fact, since they occupy a crucial position between manufacturers and consumers by
connecting upstream and downstream supply chain dynamics, retailers have the
power both to establish a respect for sustainable standards inside their supply chain
(Ogle et al. 2004) and to raise awareness on sustainability issues among the
downstream buyers by influencing their consumption (Lehner 2015).

Wiese et al. (2012) provided a comprehensive overview of past and current
research on sustainability in retailing and studied the role played by retailers in the
supply chains through a broad analysis of sustainability considerations in different
research areas. Their findings show that retail research is only partially focused on
sustainability and that this latter topic has received attention only in specific sectors
such as transport, agriculture or areas such as business administration, while it is
relevant to all research areas and industry sectors.

The present study attempts to contribute to the area of luxury sustainability
research in retailing by investigating the role played by the flagship store in
translating and communicating the corporate sustainability of a luxury brand. As
argued by Jackson (2004), the store is a key dimension of luxury brands consti-
tuting a real physical space to develop a relationship between a luxury retailer and
its customers. Moreover, according to the notion of servicescape proposed by
Bitner (1992), the store can be considered as a signal of differentiation and posi-
tioning of a luxury retailer because it includes many cues (Orth et al. 2012) used by
customers to evaluate the luxury brand.

Particularly, the flagship store format is designed to provide a space in which
customers can live a whole brand experience (Brakus et al. 2009), whilst according
to Mores (2007), flagship stores are becoming the prime mass-medium used by
retailers to communicate with their customers.

An international flagship store can furthermore be examined on four core
dimensions identified by the location and place, strategic purpose, distribution
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hierarchy, and the language of the flagship (Moore and Doherty 2007). By focusing
on the latter dimension, i.e. the language of the flagship, Nobbs et al. (2012)
distinguish three key aspects that luxury retailers should consider in designing their
flagships:

• the architecture;
• the provision of value-added services; and
• the organization of entertainment events (that the authors define as “third

space”).

In fact, the authors claim that the services provided to clients and events orga-
nized inside the flagship store should be as excellent and sophisticated as the luxury
offerings. Only in this way, can luxury retailers trigger peoples’ curiosity and
persuade them to visit the store and, once inside, convince customers to stay there
for a long period having more time to analyze and purchase luxury products.

Architecture plays an important role since it interprets materially the identity of a
luxury brand by expressing the brand style and values that are considered and
analyzed by the architects during the design of the flagship. Frequently, the
boundaries of retailing, art and architecture disappear to convey visually the luxury
brand, and luxury products become part of the entire composition not separated by
the retail design.

In this study, for the first time, it is proposed that all these three key aspects of
the language of the flagship store can be related to the corporate sustainability so
that the flagship store can be considered as a translator of luxury brand sustain-
ability. From the projection of the architectural elements up to the customer service
provided by shopping assistants in the flagship store together with internally
organized events, all of these elements can be managed in a sustainable way.

According to Hennigs et al. (2013), the capacity of a luxury brand to reach a
level of sustainable excellence depends on the customer’s expectations and per-
ceptions about the luxury value that he/she measures using four dimensions:
financial, functional, individual and social value. The authors highlight how the
social value that customers obtain by acquiring a luxury product refers to the
acknowledgment of a special social status and, consequently, if the luxury brand is
a reflection of a form of economic, social and environmental sustainability, this
contributes to enhancing customer relationships, as customers will be proud of
associating themselves with such values.

Therefore, in the present paper, it is suggested that luxury fashion retailers can
manage the three factors (architectural design, customer service and events’ orga-
nization) in disseminating in an external way their commitment to social and
environmental sustainability. Obviously, in order to achieve this objective, luxury
retailers need to train their retail assistants who interact directly with customers, in
order to make them fully aware of the sustainability practices realized in the
manufacturing and distribution processes of the supply chain, so that they can
clearly communicate this information to customers. For example, they should
explain the provenance of luxury products in order to indicate that the cotton or
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wool used in the products comes from certified sources. In so doing, retail assistants
could make customers more satisfied about their purchases since they could gratify
their self-respect needs.

Furthermore, luxury fashion retailers should organize events or activities inside
the flagship store to disclose their commitment to social and environmental sus-
tainability in a more relaxed way, by entertaining buyers with conferences, videos
and pictures that show actual sustainable actions and encouraging them to become
more interested in social projects involving the luxury brand.

Finally, also the architectural design of the flagship store should comply with a
set of standards aimed at reducing CO2 emissions and waste through an efficient
consumption of natural resources such as energy and water across all store oper-
ations. For example, luxury fashion retailers could light flagship stores with elec-
tricity produced from renewable sources thereby increasing energy efficiency, or
they could limit the carbon emissions per store.

To explore more deeply the proposed role of the flagship store in delivering the
sustainability commitment of a luxury brand, a descriptive case study is provided in
the following section.

4 Methodology

Case study research is performed to support the theoretical assertions about the
nature of reality and offers the opportunity for a holistic view of a process as
opposed to a reductionist-fragmented view (Gummesson 2000). This methodology
is recommended for compensating for a lack of established theory and/or where
accepted principles have not been recognized and draws on secondary data, on
direct observation of the phenomenon and on interviews with people involved. As
Yin (2014) suggested, the case study method can be useful when the investigator
has little control over events and when the focus is on contemporary phenomenon.
Based on a literature review on the validity of case study research, this approach
appears to be an efficient and valuable method to investigate and interpret luxury
retailers’ actions related to the communication of their commitment to
sustainability.

The company chosen for the case study was the Kering Group, the owner of
many well-known global luxury brands including Gucci, Bottega Veneta, Saint
Laurent, and Pomellato. Kering was selected as it is recognized as one of the
world’s most sustainable corporations:

• it is the only luxury company to be included in the “2016 Corporate Knights’
Global 100 Index” published at the World Economic Forum; and

• in September 2015, Kering was recognised as an industry leader in the Dow
Jones Sustainability Indices (DJSI) World and Europe, heading up the Textiles,
Apparel and Luxury Goods sector for the second consecutive year.
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Thus, it can be considered a strong prototype of a global company committed
towards sustainability in the luxury industry. In particular, this study will focus on
the Saint Laurent luxury brand, pertaining to the Kering multi-brand portfolio,
which has introduced a comprehensive and exemplary program to reduce the
environmental impact of its flagship stores.

Data collection was based on secondary sources and interviews with luxury
managers and experts. The Kering Group pursues a disclosed policy concerning its
corporate sustainability by making available a lot of information and data both on
the actions implemented from a sustainable perspective and on achieved results.
More specifically, the following secondary sources were used for the case study:
Annual Report (2014); Environmental Profit & Loss (E P&L) Report (2014);
Environmental Reporting Methodology Memo (2014); the progress report on 2016
sustainability; and a section of the official corporate website dedicated to sustain-
ability (www.kering.com/en/sustainability).

4.1 The Case of Smart Sustainable Stores Within
the Kering Group

Within the Kering Group, sustainability means “making the invisible visible” and
“businesses need a new approach to see the reality behind their supply chains, to
understand their environmental impacts, so that they can reduce them”. With these
words, on the sustainability webpage of the company website (www.kering.com/en/
sustainability), the Kering Group presents its commitment to sustainability.
Sustainability creates value and represents long-term differentiation, new business
development, an incentive for innovation, efficiency opportunities and a key factor
in attracting and retaining the best employees. The corporation has designed a
specific program in order to monitor and evaluate its impact on nature, entitled the
Environmental Profit and Loss (E P&L) account that measures costs and benefits
generated by each brand’s environmental impact both within its own operations and
across the supply chain.

In April 2012, the Kering Group announced a set of key sustainability targets to
achieve by 2016 and the internal Sustainability Department defined detailed policy
guidelines through the value chain of the Luxury and Sport & Lifestyle brands.
During the last company’s Annual General Meeting, Marie Claire Daveu, the Chief
Sustainability Officer and Head of International Institutional Affairs said: “We are
focused and committed to enhancing our own business and be a business model
that can illustrate and leverage change in our industry, while being transparent
and collaborative in the process. Transparency and engagement with our stake-
holders around the world is paramount and will help us continue to challenge
ourselves to reach our sustainability ambitions.”

In order to manage the sustainability issues, each brand has its ‘Sustainability
Lead’ and the group-brand coordination is ensured through regular meetings to
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coordinate the sustainability strategy, to monitor its advances and to share best
practices developed at brand level.

The fixed sustainability objectives relate to sourcing of raw materials, including
alternatives, paper and packaging, water use, waste and carbon emissions and
hazardous chemicals, while offsetting the remaining CO2 emissions and supporting
suppliers. Similarly, the indicators used to monitor the environmental impact are
split into ten categories as specified in the Environmental Reporting Methodology
Memo:

• Energy consumption;
• Water consumption;
• Waste production;
• Paper consumption;
• Packaging consumption;
• Consumption of raw materials;
• Transport (BtoB, BtoC and company cars);
• Air pollution;
• Environmental management; and
• General data on the site (surface, turn over, etc.) enabling ratios calculation.

Kering has built a reliable and secure web-based platform in order to gather,
validate and combine its extra-financial data; the platform is able to allocate the
indicators on the specific data of the sites and brands. Thus, the Sustainability Leads
of each brand manage their network of users and, along with the Kering
Sustainability Department, define their list of indicators and the main reporting
guidelines (Environmental Reporting Methodology Memo 2014). For example,
since every brand handles its own logistics, the transportation flows are extremely
diversified, and as a consequence, so are the indicators used to measure the envi-
ronmental impact of each brand.

Due to the implementation of the E P&L program, Kering is becoming more
efficient in its energy consumption, procurement and management. In 2014, the main
environmental impact derived from the production (49%) and processing (25%) of
raw materials inside the supply chain, and the rest from the stores, warehouses and
offices (7%). In the same period, the Group also increased the use of renewable
energy by approximately 50% and as a result of using solar panels, it was able to
save 384 tons of CO2 (E P&L Report, 2014) by becoming more sustainable.

In order to explore the role of the flagship store in delivering the sustainability
commitment of a luxury brand, the policy concerning the store management was
analyzed. To reinforce its environmental management policy referring to store
management, Kering created the ‘Smart Sustainable Store’ handbook that sets out
the environmental best practice for retail locations by covering the management of
energy, waste, water, paper and packaging, logistics and deliveries and store
maintenance. To evaluate each store’s efficiency, Kering measures the impact on air
pollution, greenhouse gas emissions, land use, waste, water consumption, and water
pollution.
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The case study focuses on the Saint Laurent brand, one of the luxury brands
within the Kering Group. Founded in 1961, as Yves Saint Laurent, it is one of the
world’s most prominent fashion houses. It was the first couture house to launch in
1966, the concept of women’s luxury prêt-à-porter and over the years, its revolu-
tionary styles have become a cultural and artistic reference for the fashion industry.
Nowadays, Saint Laurent is a global brand in the vanguard of fashion, designing
and marketing a broad range of women’s and men’s products, leather goods, shoes,
and jewelry. Through a license agreement with L’Oréal, it also sells fragrances and
cosmetics. From 2012, the creative and image director of the luxury brand has been
Hedi Slimane.

Saint Laurent represents one of the most important luxury fashion brands of the
Kering Group not only in terms of total sales, where it amounts to 12% of Group
revenues (data referred to 2015) but also in its sustainability policy. In 2015, the
brand Saint Laurent achieved 974 million euros in revenue and had a retail network
of 142 directly operated boutiques including flagship stores in Paris, London, New
York, Hong Kong, Shanghai, Beijing and Los Angeles. Saint Laurent is also pre-
sent in selected multi-brand boutiques and department stores around the world.

The luxury fashion brand implements various actions to improve its environ-
mental sustainability such as efforts to recycle waste and unused materials by
establishing a partnership with two French NGOs giving a second life to fabrics used
in old collections. In 2014, the percentage of certified (FSC or PEFC) or recycled
paper exceeded 90% and many best practices were developed to implement envi-
ronmental projects aimed at reducing the impact of transport and logistical opera-
tions. Moreover, Saint Laurent set up the Saint Laurent’s Règles d’Or, ten golden
rules for a good environmental practice throughout its stores, with a focus on waste
management. This requires managers to ensure that all waste paper, cardboard
packaging, glass, plastic bottles, tins and ink cartridges are sorted and, then, recycled.

5 Results and Discussion

According to the Smart Sustainable Store policy of Kering, Saint Laurent has
introduced a broad program to reduce the environmental impact of its stores.
Originally, Hedi Slimane, the creative and image director, placed emphasis on the
simplicity concept through expensive materials, generous proportions and archi-
tectural clarity, as design features of the Saint Laurent architectural store concept.
Later on, Saint Laurent prepared a guide outlining green building best practices,
based on the LEED (Leadership in Energy and Environmental Design) require-
ments, particularly covering the lighting, heating, and air conditioning systems.
This latter represents a certification system developed by the U.S. Green Building
Council to encourage the construction of energy and resource-efficient buildings.

Over a period of time, environmental management best practices were imple-
mented at an operational level across all regions, with an application rate of 83% at
the end of 2014 (excluding department stores). With the support of Kering, Saint
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Laurent is gradually switching all of its French energy contracts over to green
electricity. Over the 2012–2014 period, the luxury fashion brand has been able to
improve the energy efficiency of its stores by 27% and three flagship stores (38
Faubourg in Paris, Old Bond Street in London and 326 Rodeo Drive in Beverly
Hills) have been awarded the highest possible level of LEED certification.

Beside the sustainable architectural design of its flagship stores, Saint Laurent
uses many communication channels to raise employee awareness of sustainability
issues such as dedicated newsletters, talks from outside experts as part of organized
events. Recently, the luxury fashion brand has even scheduled one-hour training
modules as part of new store opening programs in Europe.

From 2013, Saint Laurent has organized an annual sustainability conference, and
for its second edition, Livia Firth, the founder of the Green Carpet Challenge and
creative director of EcoAge, was invited to share her experiences with 150
employees on the integration of sustainability in fashion (2014 Kering Group
Annual Report).

From an examination of the approach in which the Saint Laurent brand deals
with its flagship stores, looking at the management process from the design phase
up until the daily running based on the smart sustainable store program fixed by
Kering, it is possible to summarize that:

• the architectural design of Saint Laurent flagship stores has been realized in
order to achieve a greater environmental sustainability by reducing the con-
sumption of energy and carbon emissions;

• Saint Laurent provides training on sustainability issues to its employees
including those in direct contact with customers (i.e. retail assistants) so that they
can make aware these latter about the luxury brand’s sustainability policies; and

• Finally, it organizes events focused on the topic of sustainability such as its
annual Sustainability conference, to spread awareness about Saint Laurent’s
commitment.

According to the literature review and, in particular, to the proposed role of the
flagship store format as propagator of a luxury brand’s sustainability, results have
shown that Saint Laurent manages its flagship stores as branded spaces (Brakus et al.
2009; Jackson 2004) where to enter into contact with customers. The store archi-
tecture, the layout design, the reduced carbon emissions and energy consumption,
combined with a training of shopping assistants about the social and environmental
sustainability policies followed by the luxury fashion brand, and the organization of
events to entertain buyers, are all elements that characterise the language (Moore and
Doherty 2007) of the Saint Laurent flagship stores. Furthermore, as stated by Nobbs
et al. (2012), the above-mentioned factors are able to communicate outside the
excellent offer and service level provided inside the luxury flagship stores. In fact,
through an optimal customer service, the organization of specific events, and a very
carefully designed architecture able to interpret materially the identity and values of
the luxury fashion brand, it is possible to assert that Saint Laurent flagship stores act
as a communication mass medium, according to Mores (2007).
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In particular, for the first time, this study shown how all these elements can play
a key role also in signalling outside the luxury fashion brand’s commitment towards
social and environmental sustainability. Thus, the study extends previous research
on the flagship store format by showing that flagship store design and management
do not simply disseminate an excellence, superiority, and high quality of luxury
products but, since these elements can be all related to the concept of sustainability,
they make the flagship store an effective translator of the luxury fashion brand’s
corporate sustainability.

From a sustainable design of the architectural elements up to information
delivered inside the flagship store about the realized sustainable policies through the
shopping assistants during their normal working hours or in occasion of special
events, all of these elements are easily communicable to the customers and
understood by them. In this way, customers become aware of the luxury fashion
brand’s sustainability and can feel proud of themselves in acquiring one of its
products. In fact, as stated by Hennigs et al. (2013), the ability of a luxury brand to
reach a certain level of sustainable excellence depends on the customer’s expec-
tations and perceptions about the provided luxury value measured through the
dimensions of financial, functional, individual, and social value. When a customer
buys a luxury product, he/she can gain a social value related to the reflection of the
luxury brand’s social and environmental sustainability and this contributes to both
enhancing the customer satisfaction and strengthening the customer-brand
relationship.

The Saint Laurent commitment towards an environmental sustainability has been
efficiently transferred outside since, based on publicly available data, the brand has
been the first luxury brand to be awarded the LEED Platinum Certification for
multiple freestanding stores. This achievement demonstrates how innovative and
sustainable solutions help to minimise the use of natural resources such as water
consumption, optimise energy efficiency and, at the same time, communicate the
right message of being committed to environmental sustainability.

6 Conclusion and Future Research Directions

The pursuit of a sustainable development policy is an imperative for many com-
panies nowadays. However, luxury companies have been frequently criticized
according to public opinion, with luxury products representing the opposite of
sustainability, since they imply excess, and signal inequality by emphasizing the
differences that exist between the rich and the poor.

In reality, as detailed above and with reference to Kapferer (2010), luxury and
sustainability tend to converge around features such as the rarity and durability of
luxury offerings and many companies have developed various sustainable strategies
to contribute towards limiting their damage to the planet. However, academic
research in this field remains underdeveloped; this study aimed at making a con-
tribution to the field of luxury retailing research on sustainability by examining the
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role played by the flagship store format in the environmental sustainability policy of
a luxury fashion brand.

The study’s findings confirm that a sustainable design and management of a
flagship store helps luxury fashion brands to minimize the consumption of natural
resources, by optimizing energy efficiency, but also can contribute to making
stakeholders aware of the luxury brand’s commitment toward sustainability. Thus,
for the first time to the Author’s knowledge, it has been proved how flagship stores
can act as propagator of luxury brand sustainability. In fact, the study of the Saint
Laurent brand has highlighted how by establishing environmental best practices in
its flagship stores, based on the Smart Sustainable Store policy, the luxury fashion
brand was able to achieve two important results. Firstly, it reduced its impact on the
natural environment by limiting the consumption of paper, waste and electricity
and, secondly, it improved its reputation as a sustainable brand being awarded the
LEED Platinum Certification for multiple freestanding stores. Moreover, the Kering
Group, the holding company, was the only luxury corporation to be included in the
“2016 Corporate Knights’ Global 100 Index” recognized as an industry leader in
the Textile, Apparel & Luxury Goods sector in the “2015 Dow Jones Sustainability
Indices (DJSI)”.

These awards and acknowledgements have surely contributed to showing the
worldwide commitment of the Saint Laurent brand and the Kering Group to
environmental sustainability by enhancing their awareness of both the idea of a
sustainable brand and a sustainable corporation. In conclusion, it is possible to state
that flagship store design plays a key role in managing the development of a luxury
fashion brand over time and, in particular, in improving stakeholder awareness
about its corporate sustainability.

The purpose of this research was to better understand the match between current
practice and existing theory in the field of sustainable luxury retailing. However, it
is clear that further case study research may help to make the conclusions more
valid and generalizable, with research into other global luxury brands being
investigating their individual flagship store management policies. Moreover, further
research could focus on examining other communication media and tools used by
luxury brands to make customers aware of their commitment to sustainability with
the aim of providing a framework for sustainable communication best practice.
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Vogue or Vague: Sustainability
Performance Appraisal in Luxury
Fashion Supply Chains

Hakan Karaosman, Alessandro Brun and Gustavo Morales-Alonso

Abstract Pressure over sustainability is constantly growing. Luxury goods com-
panies are thus required to prioritize their corporate goals and to integrate sus-
tainability into upstream supply chains (SCs). Nevertheless, it is getting difficult to
find sustainable partners as a consequence of globally dispersed fashion SCs
(FSCs). In order to commit to business sustainability, a luxury goods company must
address and appraise not only its own but also its suppliers’ social and environ-
mental performance. While there have been efforts in assessing environmental
sustainability, to date, there are still gaps in the current literature in terms of social
sustainability assessment and to what extent social sustainability could be integrated
into contemporary decision-making processes. Prior research stress that having an
integrated approach to investigate interactions among social, economic, and envi-
ronmental dimensions is more practical than applying deep yet disconnected
investigation in only one dimension. Nonetheless, it is important to underline that
sustainability indicators do not ensure the same impact on all industries; henceforth
sector-specific assessment frameworks need a further investigation. This study
therefore attempts to synthesise both current and novel components in a compre-
hensive framework to appraise sustainability performance. The main contribution of
this study is the proposition of a 360 Degrees Performance Appraisal model to
evaluate the impact of SC operations on sustainability. Hence, this chapter provides
an understanding of (i) how SC of a luxury goods company must be configured
toward sustainability, (ii) how sustainability performance must be assessed through
incorporation of a wide range of stakeholders, and (iii) how sustainability could be
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further advanced in luxury FSCs. Not only could this tool provide an integrated
approach to value sustainability by encompassing all related stakeholders associ-
ated, but it could also help luxury fashion companies monitor, interpret and further
improve their suppliers’ and sub-contractors’ sustainability performance.

Keywords Sustainability performance assessment � Luxury goods industry �
Self-assessment � Fashion supply chains � Sustainable fashion supply chains

1 Introduction

This century was nurtured under the mark of industrialization. Velocity has become
frantic, lifestyles have changed and disconnection between production and con-
sumption has become threatening. The world population has recently reached a
major figure of 7.4 billion. Accordingly, fundamental needs of individuals such as
food and clothing escalate drastically. The global textile and apparel industry had a
total revenue of €1169 billion in 2014 with a significant annual growth rate of 3.8%
between 2010 and 2014 (Research and Markets 2015). According to the European
Apparel and Textile Confederation, the overall size of the industry in the EU-28
represented a turnover of €165 billion in 2014 and with investments of €4 billion
(EURATEX 2015). The textile and apparel manufacturing industry, which directly
employs over 60 million people, has become the world’s third-biggest industrial
industry, following automotive and electronics manufacturing (Ditty 2015). The
luxury industry, on the other hand, experienced a lucrative period by exceeding €1
trillion in 2015 with a growth rate of 14%. The personal luxury goods, which is the
core of luxury, ballooned to more than 250 € billion in 2015 (D’Arpizio et al.
2015). Nevertheless, despite the growth and high profit margins, the global fashion
market is affected by macroeconomic and socio-political events. Supply network
complexity, fragmentation of production, geographical dispersion, demand unpre-
dictability, economic crisis, rising labour costs in emerging countries, social sus-
tainability issues, time-based competition, and the mounting sensibility to
environmental issues challenge the overall value proposition within the industry.

Let’s think of boiling-hot water in a kettle. Water in the kettle gets heated till it
starts boiling. The boiling water generates steam and pressure inside the kettle. As
the water keeps boiling, more steam is generated. Nonetheless, after a certain point
steam generated has no place to go within the kettle. When the water boils long
enough to generate lots of steam and pressure, the steam starts escaping through the
hole in the top of the kettle. This happens slowly first, however since more steam is
generated faster than it could escape, pressure pushes the steam to flow through the
hole even faster. Ultimately the steam rushes through the hole so fast, which
produces vibrations and making the kettle whistle. This could be a depiction for
today’s sustainability need. Natural resources and social assets are overused and the
growing pressure on earth is stuffed down. Since the water has been boiling for so
long, there is an urgent need to integrate sustainability within energy and labour
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intensive industries before it causes the earth to whistle. In this competitive envi-
ronment, fashion companies must change their institutional logics to re-build
aspiration, credibility and trust. The increasing concern of consumers with respect
to environmental and social issues must be considered one of the greatest cultural
shifts of the 21st century; therefore, it is time to interrogate how and to what extent
the luxury goods industry could label and fully integrate sustainability when the
world matters. The justification of sustainability is difficult to quantify in global
fashion supply chains (FSCs) where there appears to be multi tier suppliers in which
information and material flow take place. However, it is the time to act in a
responsible manner and look beyond traditional roots toward sustainability inte-
gration and performance appraisal.

Luxury fashion was designed to last, to be truly timeless and to be unique
beyond forever. Yet, the fashion world has moved so far and segmentation
within the luxury left us wondering whether it is still timeless. The fashion
world has moved so fast, yet it now needs irreplaceable, enduring and sus-
tainable designs. Today’s luxury could be the consciousness of the future.
A consciousness to capture the way tomorrow’s needs meet today’s
contemplations.

Supply chain management (SCM) in the fashion industry refers to the man-
agement of physical, financial and logical flows in networks encompassing critical
intra-and inter-organizational relationships. The main contribution of this study is
the proposal of a 360 Degrees Performance Appraisal model to evaluate the impact
of supply chain (SC) operations on sustainability through a comprehensive
framework consisting of existing and novel elements. This chapter thus provides an
understanding of (i) how SC of a luxury fashion company must be configured
toward sustainability, (ii) how sustainability performance must be assessed, and
(iii) how sustainability could be further advanced in luxury FSCs. Not only could
this tool provide an integrated approach to value sustainability by incorporating all
related stakeholders associated within a SC, but it could also help luxury fashion
companies monitor, interpret and further improve their suppliers’ and
sub-contractors’ sustainability performance. In this vein, Sect. 2 explains the real
cost of fashion to illustrate why sustainability matters for fashion. Section 3, sub-
sequently, describes how sustainability could truly meet luxury fashion. Section 4
displays the current position where sustainability stands within the luxury goods
industry. Lastly, Sect. 5 delivers a resolution by providing a model to measure
sustainability performance to help companies benchmark their performances and
mitigate their negative impacts. Lastly, discussion and conclusion complete the
chapter.
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2 Why Does Sustainability Matter?

2.1 The Real Cost of Fashion

2.1.1 Environmental Impact of Fashion Supply Chains

Carbon

Carbon emissions reached 35.7 billion tonnes (Gt) with an increase of 0.5% in 2014
(Olivier et al. 2015). Further, 2014 was recorded as the warmest year globally since
the beginning of the records in 1880. The annually averaged temperature was
0.7 °C above the 20th century average of 13.9 °C (Olivier et al. 2015). The global
textile and apparel industry plays a significant role in aforementioned numbers. The
purchase and use of clothing results in the release of over 850 million tonnes CO2

per year, accounting for around 3% of global production CO2 emissions (Carbon
Trust 2011a). Use phase emissions account for around 50% of a typical t-shirt’s life
cycle emissions (Carbon Trust 2011a). Reducing carbon-emissions requires the
efforts of both retailers and consumers, from day-to-day actions to design and
manufacturing processes. The United Nations Environment Program estimates that
collaborative emissions reduction initiatives including companies, cities and regions
could deliver an equivalent of 3 billion tonnes (Gt) of CO2 reductions by 2020
(CDP 2015a). Transportation activities, high energy and inefficient production
processes, textile disposal techniques must be optimized. To this end, FSCs must
act as a whole to take effective steps to reduce footprints. Therefore, integration is
needed.

Chemicals, Forestation and Water

In FSCs, there are many critical facets generating a tremendous impact on nature.
For example, approximately 8000 synthetic chemicals are utilized to turn raw
materials into textile among which many are released into freshwater sources
(Aiama et al. 2016). Furthermore, land use and farming become vital topics to
consider during the raw material sourcing stage. About 10–15% of the world’s
greenhouse gas emissions are generated by forest degradation and deforestation.
Addressing deforestation is critical to meet international goals to fight against
climate change. Up to 33% of the carbon mitigation needed to keep temperature
rises in control could be achieved by addressing forest degradation and defor-
estation (CDP 2015b). A stable supply of good quality fresh water, on the other
hand, might no longer be ensured in many regions. A 40% global shortfall in supply
is expected by 2030 (CDP 2015c). Nevertheless, fashion is a thirsty business. One
kg of cotton production requires 20,000 L of water (WWF 2014) and it must be
stressed that the Aral Sea reduced 10% of its former volume consequent to the
conventional cotton farming. The actual volume of water required to wash clothing
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is equivalent to around 10% of the global footprint (WRAP 2012). Additionally,
cotton requires a very intense pesticide-intensive crop use. It is estimated that cotton
consumes 16% of all the insecticides and 6.8% of all herbicides used worldwide
(Organic Cotton 2015). Besides, approximately 4% of the world’s nitrogen-based
fertilizers for cotton production (Carbon Trust 2011b).

Waste

FSCs generate a considerable amount of waste. From raw material sourcing and
textile production to garment manufacturing and distribution to retail stores, each
stage constitutes a signature impact in terms of waste. As depicted in Fig. 1, sub-
sequent to the raw material sourcing, material and fibre production stages occur.
Subsequently, fabric production process takes place in which several stages, such as
wet processing, contribute to waste generation. Following the stages of raw material
sourcing, textile production, and garment manufacturing, fashion products are dis-
tributed to warehouses and/or distribution centres to be delivered to retail stores to
reach end-consumers. Approximately 65% of the initial input is delivered to
end-consumers as new clothing. In other terms, 35% of the initial input becomes
waste in the SC stages till fashion products reach the final consumer. Reports show
that an estimated 1.14 million tonnes of clothes are supplied onto the UK market
each year and in order to produce these clothes, some 1.76 million tonnes of raw
materials are utilized while around one-third of this becomes waste in the SC;
furthermore during in-use stage, an estimated 10,000 tons of waste is generated
(WRAP 2012). This mostly occurs when clothes are damaged while getting cleaned,
such as shrinking or discoloration. Thus it could be stressed that the majority of
clothing waste footprint is generated as post-consumer waste. An estimated 350,000
tonnes of used clothing goes to landfill in the UK every year (WRAP 2012). Only in
Turkey, 287,000 tonnes of textile waste goes to landfill and it constitutes 2.62% of
municipal solid waste (Buyukaslan et al. 2015). American consumers, on the other

End of life 
Ini�al Input

Fibre produc�on
 Processing

Distribu�on
Manufacturing

Retail
In-use

Fig. 1 Waste flow in the fashion industry
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hand, send 10.5 million tons of clothing to landfills every year (Cline 2014).
Nevertheless, only 20% of textiles are recycled each year (Ditty 2015). Considering
that the average active lifetime of clothing is approximately 2 years, more
post-consumer clothing waste must be collected for re-use and recycling purposes.
As reported by the Fashion Revolution (2015), every tone of discarded textiles
reused could save 20 tons of CO2 from entering the atmosphere. If 5% more clothing
at the end of its first life is reused the global waste footprint could be reduced by
0.7% (WRAP 2012). Figure 1 presents a depiction of waste footprint for clothing.

Animal Welfare

Animals are used for a variety of luxury goods. Animal treatment is a widely
discussed topic due to a number of intimidating facts. Fur, widely used for luxury
goods, is not a by-product of the meat industry. The European Union is the world’s
largest producer of factory-farmed fur. Around 30 million mink, 2 million fox and
100,000 raccoon dogs are killed each year in the European Union solely for their
fur, as 60% of worldwide mink-fur production (30 million pelts) and 56% of
worldwide fox-fur production (2.1 million pelts) comes from European farms
(EFBA 2010). Angora rabbit fibre production is the largest animal fibre industry
after wool and mohair, with an estimate output of 10,000 tonnes per year, according
to Rural Industries Research and Development Corporation’s report by McGregor
(2012). Still, luxury fashion does not have to be a cruel business. There are many
alternative solutions to deliver fashion with respect for the animal welfare. Animal
skins and feathers could be sourced and supplied from the meat industry as a
by-product. Additionally, fish skin could be further utilized to make leather rather
than being dumped back into the sea. This could be a great alternative to the usage
of exotic skins of crocodile and snake.

2.1.2 Social Impact of Fashion Supply Chains

Mining Operations

The mining of precious stones, gold and other valuable metals utilized in luxury
goods holds significant environmental as well as social risks. As outlined by WWF,
Mining operations must take place with respect for basic human rights outlined in
international laws. Safe working conditions must be provided, labour standards
must be respected, and mining operations must ensure that projects are not located
in protected areas, and mine waste must stay away from oceans, rivers or lakes.

Child Labour

In its report of ‘Marking Progress against Child Labour’, ILO (2013) indicates that
168 million children are child labourers, accounting for almost 11% of the child
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population as a whole. Children in hazardous work make up almost half of all child
labourers, totalling 85 million in absolute terms. However, the International Labour
Organization shows that a progress against child labour has been marked over the
years and there were about 78 million fewer child labourers at the end of the
12-year period that began in 2000. Still, child labourers are mainly employed by
factories producing textile and garments to satisfy demands of consumers in
developed countries (Moulds 2015).

Hidden Subcontractors

Purchasing practices of buying firms must respect human and labour rights at all
stages of FSCs. Corporate accountability must be considered while defining pur-
chasing policies. On the other hand, long-term and more stable buyer-supplier
relationships must be built and maintained. Good production planning is a key
criterion. Buying firms and manufacturers must agree on more equal and more
realistic contractual agreements that would not unequally penalize any party for
delays that occur outside the latter’s responsibility (Theuws 2015). To meet strict
deadlines manufacturers might subcontract certain production processes to other
factories, even without informing the buying firm. To this end, the contractual
supplier might shift the orders to such hidden suppliers. As addressed by The
Centre for Research on Multinational Corporations (SOMO), such subcontracted
factories are not considered in the boundaries of the buying firm’s SC, thus audits
do not take place there. Yet, there are many risks associated with hidden subcon-
tractors. Such workplaces could be unregistered, informal companies where no
taxes are paid, and where governmental labour inspections do not take place. There
is a big risk of workplaces with insufficient conditions being incorporated into a
fashion SC. The growing pressure on low prices, fast delivery, high unpre-
dictability, along with volatile relationships in the fashion industry, has resulted in
increasing levels of unauthorized subcontracting in production countries. Therefore,
fashion retailers must be aware of the places where textiles and garments are
produced. Without transparency, a strict monitoring and accountability secured and
preventing human right violations become difficult.

Safety

Mass-production and uncertain working conditions have been a big problem since
the mid-nineteenth century. The Triangle Shirtwaist Factory fire in Manhattan, New
York City on March 25, 1911 was the deadliest disaster is known to be the deadliest
disaster of its time, causing the deaths of 146 garment workers—123 women and 23
men. The disaster led to legislation requiring improved health and safety working
conditions. A century later, another important progress was marked in the fashion
history. On May 15th 2013, the Accord on Fire and Building Safety in Bangladesh
was signed by many global fashion brands following the Rana Plaza disaster.
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The accord is a five-year independent, legally binding agreement between global
brands, retailers and trade unions that aims to build a safe and healthy Bangladeshi
Ready Made Garment (RMG) Industry. Yet, it is reported that Rana Plaza disaster
was less of a turning point than was expected. A backlash was reported against
unions, increasing violence has been informed against unionized workers and
unions were reportedly banned in Bangladesh’s special export processing zones.
However, as conveyed in Article 23 of The Universal Declaration of Human Rights
(United Nations 1948), everyone has the right to form and to join trade unions for
the protection of his interests.

Working Conditions

In spite of a growing number of international standards, certifications and regula-
tions to improve working conditions in fashion SCs, textile and garment production
is not always secure. In September 2015, Mulberry was reported to fail in protection
of the worker rights in its supplier located in Izmir, Turkey. Despite a list of global
sourcing principles set by Mulberry, workers in Mulberry’s İzmir supplier were
fired after they had joined a trade union (Clean Clothes Campaign 2015a).
However, Article 23 of The Universal Declaration of Human Rights (UDHR)
addresses that everyone has the right to form and to join trade unions for the
protection of his interests. The Turkish clothing industry, on the other hand, was the
third largest exporter to the European Union and the sixth largest globally in 2013
(Fibre2Fashion 2016). Given this importance, Business and Human Rights
Resource Centre conducted a research and approached 28 major garment brands on
how they deal with Syrian refugees in Turkish garment supply chains. Reportedly,
2.2 million refugees are living in Turkey, yet 250,000–400,000 refugees are esti-
mated to be working illegally (McMullan 2016). Responses obtained from major
fashion retailers, including C&A, H&M, NEXT, and Primark reveal that Syrian
refugees in supplier factories were identified in 2015. NEXT, having 22 first tier
suppliers collectively operating in 40 factories identified Syrian refugees in 10
factories and Syrian child labour in 2 factories. Reportedly, the refugees receive
payment of a social security fee as part of their wages. H&M, on the other hand,
identified Syrian refuges in 4 factories and Syrian child labour in 1 factory out of
210 factories in its first tier. These incidents occurring in FSCs underline the
importance of performance assessment and strict monitoring of upstream suppliers.

Wages

A living wage is a human right as stated in the Universal Declaration of Human
Rights by the United Nations. Article 23 further stresses that everybody has the
right to work, to free choice of employment and to protection against unemploy-
ment. Everybody, without any discrimination, has the right to equal pay for equal
work. Though, the legal minimum wage in most textile and garment producing

308 H. Karaosman et al.



countries is not enough for a decent life. Living wage is a challenging issue not only
in Asia but also in Europe. It is estimated that the current minimum wage in
Bangladesh only covers 60% of the cost living in a slum. Furthermore, in China and
Cambodia the minimum wage would need to be almost double to cover the basic
cost of living. It was reported that garment workers in the Ukraine, Romania,
Bulgaria and Turkey also face low wages, which are even below those in China
(Clean Clothes Campaign 2015b). In Italy, immigrant workers were reportedly
working in clandestine workshops producing for high-end fashion brands. A recent
research conducted by the Clean Clothes Campaign into working conditions shows
the net minimum wage in Poland and in the Czech Republic was €312 and €390
respectively (Clean Clothes Campaign 2016). Another study conducted into Italian
shoe and garment industry in 2013 reveals that the competition with Eastern Europe
and Asia drives wages down in Italy. It is shown that factory workers’ wages at the
entry level do not exceed 1200 € per month. In the Veneto region, trainees were
reportedly paid 730 € a month, while home-based workers got only 850 €—far
below the amount needed to survive with dignity (Clean Clothes Campaign 2015c).
The illegal industry was thus found to be growing as a response to price compe-
tition. Some subcontracting firms were reportedly hiring workers at low prices on
contracts where the workers were subject to work excessive hours to stay
employed. To eliminate such problems, purchasing practices must be revised and
stricter controls must be ensured.

3 How Could Sustainability Truly Meet Fashion?

3.1 Toward Sustainability Integration in Luxury Fashion
Supply Chains

Luxury goods companies unveil their collections and set the trends in iconic run-
way shows. Subsequent to fashion shows, at least six months are needed to arrange
planning, ordering, production, and distribution. Yet, pace is getting quicker, and
today’s luxury goods industry seeks ways to reduce process lead times from months
to weeks to meet end-consumers’ demands. Consequently, luxury fashion buying
firms outsource and restructure their logistics and SC designs (Brun et al. 2008;
Brun and Castelli 2008). Nonetheless, this growth jeopardizes numerous patterns.
Growingly scarce natural resources and rising commodity prices create critical
variables for luxury goods companies to remain profitable. During the favourable
economic situation of the 1990s, companies were relatively reluctant to respond to
concerns over social and environmental needs. Nevertheless, with today’s global
economic uncertainty, globalization and growing business complexity, a renewed
focus to sustainability is required. Caniato et al. (2009) address a set of critical
success factors to compete in the luxury market, including premium quality,
craftsmanship, exclusivity, brand building, style and design, emotional appeal,
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country of origin, uniqueness, performance and innovation and lifestyle creation.
However, Brun and Castelli (2013) suggest that the set of critical success factors
must be revised and extended by taking recent market trends into considerations
such as ethical aspects and sustainability. Hence, luxury fashion companies must
develop and deploy sustainability management capabilities to manage complex
relationships with each actor in their SCs. This raises the growing importance and
relevance of upstream SCs for sustainability management in the luxury goods
industry.

3.2 The Strategic Importance of Upstream Supply
Chain in Luxury Fashion

Social and environmental management need to be enhanced in globally dispersed
FSCs. However, this could be demanding since other competitive pressures, such as
cost, quality, unpredictability of market demand and product variety continue to
escalate. The analysis of Parmigiani et al. (2011) shows that the nature of stake-
holder exposure determines how social and environmental capabilities impact social
and environmental outcomes. Fostering sustainable behaviours, effectively
responding environmental and social pressures, and reducing the impact are getting
more and more challenging. Many small and medium sized suppliers fail in
responding to environmental pressures due to limited capabilities and available
resources (Lee and Klassen 2008), which could ultimately damage big buying
firms. Similarly, as stated by Tachizawa and Wong (2014), the most critical
environmental and social issues in SCs are generated by suppliers located in the
second tier or further upstream. This thus increases the pressure to monitor sus-
tainability in industries—such as luxury goods—where environmental and social
impacts are serious due to material sourcing, energy consumption, and labour
intensity. Social and environmental performance of suppliers is an area of mounting
concern, yet an integrative method to assess sustainability at upstream levels could
be considered a missing link. High-end fashion companies are exposed to scrutiny
to improve their sustainability performance in the context of social and environ-
mental behaviours. Smaller suppliers or sub-contractors face few in contrast.
Luxury goods companies’ purchasing power within the SC and technical capabil-
ities are critical to diffuse the sustainable behavior throughout the chain.
Collectively, sufficient coordination between SC partners is needed. Despite the
attempt coming from high-end buying firms, suppliers often fail to appropriately
implement sustainability initiatives. A requirement for supplier flexibility nega-
tively affects the suppliers’ ability to plan the demands on business resources. As an
example, Laura Ashley requested a 10% discount on cost price from upstream
suppliers with immediate affect, and similarly Monsoon Accessorize demanded 4%
discount from all suppliers as well as an increase in payment terms from 60 to
90 days (Perry et al. 2014). Given these demands, compliance with code of conduct
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has become more challenging for suppliers throughout FSCs. The rise of complex
relationships results in reduced visibility and control of ethical issues. Therefore,
the risk of sustainability failures addresses the significance of upstream and
downstream integration. Environmental Protection Agency (EPA) lists tanneries as
top polluters on its “Superfund” list. SCM therefore requires a closer involvement
with suppliers, employees, customers, communities and environment by estab-
lishing long-term relationships, enduring sustainability management capabilities
and information sharing systems through a more structured approach.

Growing pressure on companies to integrate sustainability in operations man-
agement results in challenges including integrating environmental, health and safety
concerns, green-product design, lean and green operations, and closed-loop supply
chains (Kleindorfer et al. 2005). Thus, it is becoming vital to understand how to
address environmental and social facets while maintaining competitiveness.
Integrating environmentally and socially sound behaviours, transforming the entire
SC into becoming more sustainable, monitoring the performance and further cre-
ating value require significant resources. Once companies move beyond the ‘low
hanging fruit’ philosophy, such as reducing energy use, and begin inspecting more
central issues such as sustainability integration into business models, reengineering
of current SCs could bring performance improvements. Operations management
literature often illustrates the positive connection between environmental practices
and financial outcomes. Schoenherr (2012) demonstrates that environmental man-
agement practices could lead to a positive performance on a plant’s quality,
delivery, flexibility and cost performance. Golicic and Smith (2013) relatedly show
a positive relationship between environmental management and focal company
performance. Further, Beske and Seuring (2014) address that win-win situations
could be achieved, including minimizing waste for the environment, less pollution
burdens for the society, and cost savings for the company. From the inbound point
of view, making SCs more sustainable could bring numerous benefits to a company
such as cost and risk reduction. Total quality management perspective provides a
strong association between quality management and environmental management
systems. The processes, which improve quality, reduce waste, and cut costs could
be used to advance environmental outcomes, implying that multiple stakeholders
could be satisfied simultaneously (Wu and Pagell 2011). It is worth stressing that
stakeholders are instrumental in integrating sustainability and enriching the overall
value proposition. In the 1980s, stakeholder theory was introduced and expressed to
acknowledge the individuals who could affect and/or be affected by the achieve-
ment of corporate goals. Stakeholder theory has become the most cited and dis-
cussed theory in the sustainable SCM (SSCM) literature (Varsei et al. 2014).
Freeman et al. (2006) further stress the importance of companies’ responsibilities
for stakeholder. Accordingly, stakeholders could influence companies to improve
sustainability practices and the integration of sustainability throughout the entire
value chain. Internal sustainability practices could become antecedents for external
collaboration. Thus, an integrated framework encapsulating various stakeholders
and dynamic sustainability capabilities as constituents of a corporate behavior is
needed to advance sustainability performance in luxury FSCs.
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3.3 Integrating and Monitoring Sustainability

Not only upstream suppliers but also buying firms, customers and communities
have a great authority in the translation of sustainability management capabilities
into value creating action programs. Subsequently, upstream and downstream
integration could be a bridge between external stakeholder assessments and internal
operational changes. In this sense, all stakeholders play multifunctional roles, such
as monitoring progress, seeking advancements and scanning for external opportu-
nities. The attitude of stakeholders toward sustainability and the commitment of
buying firms to social and environmental issues could create successful corporate
strategies. To this end, a coherent model to create and monitor sustainability in
fashion SCs is required. In this domain, Ageron et al. (2012) establish a framework
to manifest sustainability in upstream SCM. However, the model, incorporating
drivers, barriers and sustainability approaches, integrates all blocks independently.
Nevertheless, elements required to fully embark sustainability in upstream SCs
must be coordinated holistically. Furthermore, reliable and mutually beneficial
relationships among all stakeholders in the network must be established. This
continuity considers the overall SC performance and not only the performance of
individual SC members. In order to further a more complete theory, Pagell and Wu
(2009) build a coherent and testable model to show elements necessary to create
SSCM. While providing useful insights, what is not yet tested is how these social
and environmental management practices could translate to actors, such as second
movers, commodity suppliers or an entire industry. Afterwards, Wu and Pagell
(2011) further investigate how organizations could deal with short-term pressures to
remain economically viable while implementing SSCM models. Subsequently, they
develop and propose configurations of environmental behaviours as well as busi-
ness strategies. Nevertheless, social aspect of sustainability is not covered within
the study. Yet, an inclusive analysis of sustainable operations must consider all
three dimensions simultaneously. Additionally, Lee and Klassen (2008) examine
drivers and enablers that could foster environmental management capabilities
(EMCs) in small and medium sized suppliers. Despite the relevancy and accuracy
of the findings, the consequences of the improved EMCs of suppliers and the ways
that both buying firms and their suppliers could benefit from buying firms’ sus-
tainability management are yet to be investigated. Gualandris et al. (2015) further
synthesize a model to address accountability for sustainability issues in SCs.
Sustainable evaluation and verification (SEV) model, encompassing all activities
that identify key metrics, process data, verify reliability and disclose the informa-
tion of sustainability performance to all stakeholders, brings esteemed evidence, yet
it does not address how local firms could leverage inclusivity to enhance SSCM
development. Respectively, it becomes important to present a holistic view to
monitor environmental and social performance through stakeholder unification.
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4 Where Does Sustainability Stand?

4.1 Interrogating Sustainability Disclosure
in the Fashion Industry

Sustainability reporting to disclose sustainability performance is receiving a
prominence among global fashion companies. Recently, there is an increase in the
number of fashion companies sharing details of their sustainability performance in
publicly available reports. There is no universally agreed definition of a sustain-
ability report, however there are many definitions available in the literature. The
World Business Council for Sustainable Development states that sustainability
reports are public reports to provide external as well as internal stakeholders with a
depiction of corporate position and activities on environment, society, and econ-
omy. Providing accurate and fully transparent information on topics such as gov-
ernance, intangible assets, non-financial issues, and sustainability performance is
vital, as this information is publicly available. Nevertheless, despite the prolifera-
tion of these sustainability reports, a general consensus is yet to be reached on what
these reports channel, what they must encompass, and how accountability must be
transferred along the value chain. The global reporting initiative (GRI) is the best
known and the most frequently used framework for voluntary reporting with the
overall purpose of standardizing various reporting systems implemented simulta-
neously. Being launched in 1997 by the United Nations Environment Program
(UNEP), GRI highlights that companies that want to commit to business sustain-
ability must report on the social, environmental, and economic aspects. Academic
debate on sustainability reporting is growing, however concerns and doubts exist
regarding the accuracy and accountability of these reports. This occurs due to the
high degree of qualitative information disclosed in such reports. Thus, incorpo-
rating quantitative information plays a fundamental role in corporate transparency.
Despite the proliferation of such reports, questions exist on what information
sustainability reports should contain and how the reports should be structured (Roca
and Searcy 2012). Additionally, it is important to know that the level of commit-
ment, dissemination, and performance disclosures vary from industry to industry.
Given inconclusive results of the academic debate and diversity of sustainability
reports, an industry-level analysis through an assessment of the comprehensiveness
of sustainability reports published by luxury goods companies could deliver novel
and rigorous outcomes.

4.2 Sustainability Assessment of Luxury Fashion
Companies

According to marketing gurus, consumers everywhere, regardless of their economic
level, desire more luxury (Brun et al. 2008). Luxury encompasses several industries
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including personal goods, footwear, leather, jewellery and cosmetics. In this
cross-sector setting, many luxury goods companies have been diversified into
shoes, bags even cosmetic and jewellery. Having this enriched industrial depiction
in mind, the selection of luxury brands becomes pivotal to deeply examine sus-
tainability in the luxury goods industry. To this end, Financial Times Global 500
(Dullforce 2015) was initially visited to see the biggest global luxury goods
companies. Subsequent to the preliminary scan on the economical component,
social and environmental sustainability performance was deeply examined. The
United Nations Global Compact (UNGC) is a strategic policy initiative for busi-
nesses to ensure that markets, commerce, technology and finance advance in ways
that benefit economies and societies everywhere. To this end, UNGC database was
visited to unveil which luxury goods companies joined the initiative. Furthermore,
Carbon Disclosure Project (CDP) was considered. CDP is a global initiative
working to transform the way the world does business so as to prevent climate
change and protect natural resources. Similarly, luxury fashion companies dis-
closing their carbon performance were deliberated. Having said that, three main
luxury goods holding companies, taking together owning the majority of the entire
luxury goods industry, were finally selected. Kering, owning luxury brands of
Gucci, Bottega Veneta, Saint Laurent, Alexander McQueen, Balenciaga, Brioni,
Christopher Kane, McQ, Stella McCartney, Tomas Maier, Boucheron, Dodo,
Girard-Perregaux, JeanRichard, Pomellato, Qeelin and Ulysse Nardin; LVMH,
owning high-end fashion and leather goods brands, such as Berluti, Céline,
Christian Dior, Donna Karan, Edun, Emilio Pucci, Fendi, Givenchy, Kenzo,
Loewe, Loro Piana, Louis Vuitton, Marc Jacobs, Nicholas Kirkwood, Thomas Pink;
and Richemont, owning key luxury goods mansions, such as Alaia, Chloé, Lancel,
Montblanc, Peter Millar, The Neta-Porter Group were designated. Kering joined
UNGC on 2008, LVMH on 2003 and Richemont on 2013. Additionally, these three
are active on their carbon performance disclosure. Our sample luxury holding
companies disclose their environmental and social performance at the group level.
This implies that reporting is issued under the name of the holding company while
incorporating all practices and strategies implemented at the brand level. For
example, Kering launches its corresponding reports in which all brands owning by
Kering are excessively elaborated in terms of their sustainability records.
Subsequent to the sample selection, content analysis was employed. Sustainability
reports for the last five years (2010–2015) were obtained from corporate websites
for further analyses. All reports were assessed, key performance indicators (KPIs)
were highlighted, all quantitative information was documented then a database
encompassing KPIs, corresponding aspects, and companies’ environmental sus-
tainability practices, was further developed.
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4.3 Environmental Sustainability Aspects of the Luxury
Fashion Industry

KPIs were classified in terms of aspects to reflect organizations’ significant envi-
ronmental impact. GRI (2015) catalogues fundamental environmental indicators in
following aspects.

• Material,
• Energy,
• Water,
• Biodiversity,
• Emissions,
• Effluents and waste,
• Product and services,
• Compliance, and
• Transport.

The breakdown of KPIs into environmental aspects is rigorous, yet it is
important to highlight that some performance indicators could belong to more than
one aspect. Furthermore, GRI provides a list of topics identified as relevant for
apparel, accessories and luxury goods manufacturing (GRI 2013). Belonging to the
environmental category, the most fundamental topics to the textile, apparel and
footwear industry are:

• Material sourcing
• Material sourcing and use
• Material use
• Energy consumption
• Water management systems
• Water use efficiency
• Water use efficiency and quality
• Waste water treatment
• Emissions to air
• Emissions to air—GHG emissions
• Chemicals use and discharges
• Textile waste management
• Cotton sourcing strategy and policies
• Packaging
• Life cycle assessment of products
• Industrial process innovation.

Environmental sustainability practices of luxury goods companies were identi-
fied based on their publicly available reports. This study turned these environmental
sustainability practices into numerical scores, with each measure given equal weight
in making up the overall score. In the absence of any practice to determine the
relative importance of the KPI, the weighting was not applied. A ratio was
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estimated between the number of environmental practices employed by the com-
pany, and overall number of practices deployed within the industry. Industry
average was assigned and each company was positioned according to their score.
Based on the weights, the following breakdown is provided to display the most
addressed aspects in the luxury goods industry, as displayed in Fig. 2.

– Energy Consumption: This category groups all indicators related to direct
energy consumption, indirect energy consumption, energy savings, renewable
energy based products, energy efficiency, initiatives for energy reduction, and
energy improvements.

– Process and Packaging: Indicators in this category deal with the initiatives to
mitigate environmental impact, plastic use and management, resource use effi-
ciency, chemical use and discharge, heavy metal and chemical use, and
industrial processes.

– Waste and Emissions: These indicators detail total direct and indirect green-
house gases emissions, other relevant indirect and significant air emissions,
waste by type and disposal method, any kind of spills, and percentage of
transported waste.

– Biodiversity: This category deals with areas of high biodiversity value,
description of significant impacts of activities, and services on biodiversity, and
activities to mitigate the impact on numerous species and biodiversity.

– Materials Sourcing and Use: These category regroups all indicators related to
materials used, percentage of materials used that are recycled, cotton sourcing,
recycled materials and synthetic fibres, wood-based products from responsibly
managed forests.

– Water: Indicators linked to water consumption, water treatment, water sources
affected by withdrawal of water, percentage and total volume of water recycled
and reused.

The aspects do not represent a balanced breakdown within the environmental
category. The majority of focus was devoted to energy and packaging.
Nevertheless, water management, biodiversity, and material sourcing require more
attention due to their profound importance for luxury. With respect to Energy
Consumption, Richemont fostered energy efficiency through solar panel installa-
tion. Furthermore, the company is currently producing its own hot water. Gucci,
and similarly Louis Vuitton, were actively engaged in installation of automatic
dimmer switch, and in the development of heat recovery. Other companies in the
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Fig. 2 The breakdown of environmental sustainability aspects in luxury FSCs
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sample were partially certified with LEED for their warehouses, and energy efficient
store lighting emerge as a hot trend. Loewe largely installed energy saving
equipment at its plants. Nevertheless, energy efficiency should be further improved
across the industry. Creation of e-learning modules on sustainability, sustainable
building constructions, efficient use of heating and cooling systems could be
promoted.

Process and packaging related practices accounted for a total of substantial
22% of all practices deployed in the environmental category. Bottega Veneta and
Stella McCartney profoundly dominated the industry through the use of natural
materials, recycled plastic, and alternative materials. Loewe utilizes Forest
Stewardship Council (FSC) certified packaging materials in addition to using
reusable boxes. Gucci similarly focused on the issue by modifying box sizes to
reduce the packaging material required. Fashion companies commonly use recycled
and certified raw materials; however it was observed that incentives are required to
incorporate these actions at upstream supplier level.

When it comes to Emissions and Waste, a total of 20% of environmental
practices were implemented to deal with residues, climate change, and waste.
Richemont principally utilizes environmental friendly HVAC (heating, ventilating
and air conditioning) systems. Loewe invests in natural leather, rubber and crepe,
metals, cardboard and machine oils recycling. Kering brands, on the other hand,
aim to increase the performance by going towards zero waste and full emission
control. Cooling and heating systems could be replaced to reduce greenhouse gas
emissions to this end. Waste recycling could be further promoted within the
industry.

Biodiversity, on the other hand, is a vital topic, and therefore suppliers must
employ accepted practices and humane treatment in sourcing. Buying firms and/or
fashion groups must regularly control suppliers to ensure high standards. The
procurement of precious skin should follow international regulations and proce-
dures. Within the industry, there is a need of taking a number of initiatives to
enhance traceable, and sustainable sourcing. Leather must be sourced from verified
sources, which do not cause damage in sensitive ecosystems. Thus, improving
sustainability in the leather trade, and tracking the leather through a traceability
system could be ensured with a very important priority. Gold, diamonds, and
precious stones are also important raw materials for the industry. In the pursuit of
sustainable raw materials, mining operations should also be traced not to have a
negative impact on biodiversity and local communities. Sourcing from the verified
and certified mines possessing high social and environmental standards must
become a business strategy. Stella McCartney has dedicated her company vision to
improve animal welfare and to protect precious species. Similarly, Gucci, Chloé
and Bottega Veneta deployed practices to source materials from certified tanneries.
Nonetheless, practices deployed for biodiversity should be urgently improved as
luxury fashion heavily depends on precious materials.

A total of 11% of the practices implemented were classified in Material
Sourcing and Use. Bottega Veneta and Gucci were observed dominating this
category through their well-established material sourcing strategies, and their
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collaborative actions with upstream suppliers. Nevertheless, environmental impact
is largely generated during raw material sourcing. Thus, fashion companies must
implement strategic collaborations.

Water management is also an extremely important topic that should be care-
fully taken into account. Guidelines including recommendation on management
systems, certification and supplier engagement must be provided to ensure water
efficiency across supply chains. In this vein, Richemont emerges as a significant
example with a rainwater recycling system while Bottega Veneta opts to recycle
water. Hence, in this fashion water must be managed in an efficient fashion through
awareness raising programs and management guidelines. Inefficient use of materials
causing waste generation leads to more production and extraction of raw materials.
Efficient material usage, responsible sourcing, and waste minimisation could lead to
reductions in energy and water use. Awareness raising campaigns, supplier
engagement, and smart utilization and recycling based programs must be enhanced
within the industry.

It is important to highlight that each company reported their progression on
Supplier Management. However, sustainability integration must be further passed
upstream and stricter monitoring throughout the chain must be ensured. During
various stages of FSCs a number of stakeholders are exposed to critical environ-
mental and social risks. To this end, an integrated approach is needed to further
develop and deploy sustainability integration in luxury FSCs in order to mitigate
negative environmental and social impacts and create new opportunities through
value destroyed. The next section provides a novel approach to appraise environ-
mental and social sustainability throughout the entire chain of luxury fashion
companies.

In addition to the environmental practices developed and deployed within the
industry, it is equally important to channel which practices employed in the social
context. In terms of social sustainability, luxury brands seek ways to foster social
development. In this vein, Richemont deploys a 3-year CSR implementation plan.
CSR culture with a goal of increasing employee engagement is embarked at the
group level. For example, Richemont Dubai has established a cross functional CSR
committee and employees are encouraged to volunteer for charitable causes.
Community investment is another growing topic in which RICHeros program was
initiated in 2015 to support charitable activities. Kering, on the other hand, has been
executing some significant projects to advance social sustainability across globe.
The Kering Corporate Foundation, since its launch in 2009, has been dedicated to
battling with violence against women. In an alignment with Kering’s identity, the
Kering Foundation focuses its activities on three geographical areas by combatting
sexual violence in the Americas, domestic violence in Asia and harmful traditional
practices in Western Europe. Since 2009 more than 140,000 women have been
benefitted from this project and 47 partnerships with local as well as global NGOs
have been established. Furthermore, LVMH grounds its social responsibility on
four essentials, namely workplace well-bring, and quality working conditions,
talent development, discrimination prevention and local community support. In this
sense, some signature initiatives take place. The group is committed to gender
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equality and the United Nations Women’s Empowerment Principles are further
promoted. LVMH also founded the Institut des Metiers d’Excellence to preserve
and convey artisanship and promote the attractiveness of careers in traditional
craftsmanship. Additionally, LVMH supports social entrepreneurs that create eco-
nomically viable businesses addressing environmental as well as social needs.

5 Sustainability Resolution

5.1 Impact Mapping Throughout Luxury Fashion
Supply Chains

Concerns are mounting over environmental and social impacts and sustainable
development is becoming vital. For example, the 2030 Agenda for Sustainable
Development at the United Nations Sustainable Development Summit was adopted
on 25 September 2015. The agenda includes a set of 17 global Sustainable
Development Goals (SDGs) to end poverty, fight inequality and injustice, and
tackle climate change by 2030. The negative impact could be mitigated if corporate
vision is driven toward innovative solutions. Sustainability vision could lead to
value generation when embedded in the development of new technologies, products
and processes. As stressed, a wide range of stakeholders is widely affected and
therefore looking at various stages of life cycle is required to advance environ-
mental efficiency and social improvement. To this end, an integrated approach is
needed to further develop and deploy sustainability in luxury FSCs. This study thus
pledges a significant step towards a testable model based on environmental and
social performance assessment of luxury FSCs. A rigorous methodology is
developed to pilot with global luxury fashion companies from a 360-degree
perspective.

5.2 360 Degrees Performance Appraisal

360 Degrees Performance Appraisal indicators have been created based on the UN
Global Compact’s Ten Principles, the Universal Declaration of Human Rights,
Global Reporting Initiative (GRI) G4 Sustainability Reporting Guidelines, UN
Guiding Principles and Corporate Human Right Benchmark. The model provides a
concise set of indicators to which fashion companies must have answers to meet
their responsibilities to respect UN Global Compact Areas. On the whole, 360
Degrees Performance Appraisal aims to:

• Set UN Global Compact areas, namely human rights, labour, environment and
anti corruption, in the business context of luxury FSCs,

• Meet a reliable threshold of information,
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• Demonstrate a continuous improvement,
• Address the most critical impacts of fashion operations,
• Transform value destroyed into new opportunities in luxury FSCs.

As depicted in Fig. 3, a 360 Degrees Performance Appraisal model is presented
to assess sustainability throughout the entire chain with a final goal of reducing
negative impacts and transforming value destroyed and value wasted into new
resources.

5.3 360 Degrees Performance Appraisal: Steps to Pursue

1st Step: Review Sourcing, Purchasing, Manufacturing and Distribution Strategies

• Understand current design, sourcing, purchasing, manufacturing and distribu-
tion structure

• Identify who is involved in SC processes

2nd Step: Map the critical path

• Determine the current value delivered to each stakeholder
• Define the negative social and environmental impact each stakeholder faces

Identify value destroyed, e.g. emissions, and value wasted, underused aspects

3rd Step: Develop an improvement plan

• Develop strategies to eliminate negative environmental impact, e.g. pollution
and waste prevention

Fig. 3 360 degrees
performance appraisal model
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• Improve techniques to transform negative impact into new opportunities, e.g.
creating value from waste

• Explore new methods to reduce negative social impact, e.g. resolving conflicts
among stakeholders

4th Step: Continuous Performance Appraisal

• Monitor performance regularly
• Evaluate the progress and improve appraisal procedure
• Disclose the results and enhance transparency throughout the chain

Luxury fashion companies must initially review their strategies on design,
sourcing, purchasing, manufacturing and distribution. All parties and individuals
involved in SC processes must be clearly identified e.g. communities, customers,
employees, first and second tier suppliers, raw material suppliers. Defining stake-
holders strategically is important, as stakeholder engagement is pivotal for business
efficiency as well as value generation. Operational policies must be further com-
prehended by which a series of practices and processes in the system could be
identified. The positive impact generated, in the form of value delivered to stake-
holders, must be acknowledged. Once positive impacts are outlined, negative
impacts on environment and society must be critically determined. Assessing waste
generation and measuring carbon footprint is indispensible to detect unnecessary
activities to be avoided at the source. The identification of value destroyed, e.g.
emissions and value missed, underused capabilities could create new value
opportunities.

In order to transform negative environmental and social impact into value, such
as creating value from waste to be utilized in new product development, an
improvement plan must be developed. A number of improvement techniques could
be industrialized and conceptualized throughout the SC. New methods must be
explored for environmental mitigation. For example, during the design phase,
which has effects on all other process steps from raw materials to end of life,
environmental impact could be drastically reduced through a wide range of sus-
tainable design options. Emissions generated by cotton production could be reduced
through the use of a number of measures such as fertilizer application rates, tilling
methods, fertilizer and pesticide optimization, and increasing energy efficiency as
well as uptake of low carbon sources of electricity for cotton ginning. During the
manufacturing phase, utilizing improved and alternative fibres and investment in
new equipment of product reconfigurations could bring significant reductions.
Throughout the consumption phase, the modification of consumer behaviour,
including the increase of product lifetime and the increase of reuse and recycling,
result in impact mitigation.

Prior studies show that (WRAP 2012), washing clothes at a slightly lower
temperature results in 1.4% reduction in carbon footprint, 0.03% in water footprint,
and 0.1% in waste footprint. Extending the useful life of clothes through design, use
and re-use by 10%, equivalent to 3 months longer use, could massively result in
7.7% in carbon, 10% in water, and 8.8% in waste reduction (WRAP 2012).
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A closed loop approach must be endorsed through a circular manner for apparel
development, consumer use and end of life. Similarly, from physical to virtual,
production on demand and dematerialization could be endorsed as new method-
ologies to further embed environmental stewardship. Still, to this end, new tech-
niques must be explored and corporate strategies must be embarked through a
sustainable vision.

360 degrees performance appraisal is decisive to increase transparency and
provide continuous improvements. Nevertheless, monitoring and evaluation must
be performed through quantitative data and performance must be regularly evalu-
ated. Fashion retailers must operationalize an ethical code of conduct. To this end,
environmental and social performance must be monitored, evaluated and reported
across FSCs and make available to public. Furthermore, SC information including
factory lists, supplier and vendor list across further tiers must be published publicly.
Compliance, corrective action plans, and remediation activities must be shared
along with wages information to further support a living wage principle. In order to
ensure a rigorous value creation through SCs, fashion companies must move from
reactive approaches to innovative business models.

5.4 360 Degrees Performance Appraisal: Measuring
Sustainability

Performance indicators assigned for each sustainability dimension aim to derive
both qualitative and quantitative information. Luxury fashion companies will be
asked to provide information on below mentioned aspects. The main components of
sustainability performance appraisal model encompass (i) governance, (ii) embed-
ding sustainability and (iii) performance measurement.

A. Governance

A.1. Policy Commitments

A.1.1. Commitment to human rights
A.1.2. Commitment to labour practices
A.1.3. Commitment to local communities
A.1.4. Commitment to environment
A.1.5. Commitment to product responsibility
A.1.6. Commitment to anti-corruption
A.1.7. Commitment to stakeholder engagement
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B. Embedding Sustainability

B.1. Sustainability Management

B.1.1. Performance management
B.1.2. Responsibilities assigned and resources provided for sustainability

implementation
B.1.3. Training on sustainability issues

B.2. Sustainability Communication

B.2.1. Communication of policy commitment within the company
B.2.2. Communication of policy commitment across the SC
B.2.3. Communication of sustainability performance within the company
B.2.3. Communication of sustainability performance across the industry

B.3. Sustainability Integration

B.3.1. Sustainability integration within risk management
B.3.2. Ethics and integrity
B.3.3. Stakeholder engagement
B.3.4. Sustainability in design, sourcing, manufacturing, distribution, and retail

processes

C. Performance Measurement

C.1. Environmental Management

C.1.1. Materials
C.1.2. Energy
C.1.3. Water
C.1.4. Biodiversity
C.1.5. Emissions
C.1.6. Waste
C.1.7. Products and Services
C.1.8. Transport
C.1.9. Supplier Environmental Assessment

C.2. Social Management

C.2.1. Labour practices and decent work

• Employment
• Labour/management relations
• Occupational health and safety
• Training and education
• Diversity and equal opportunity
• Equal remuneration for women and men
• Supplier assessment for labour practices
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C.2.2. Human Rights

• Non-discrimination
• Freedom of association and collective bargaining
• Child labour
• Forced or compulsory labour
• Security practices
• Indigenous rights
• Assessment
• Supplier human rights assessment

C.2.3. Society

• Local communities
• Anti-corruption
• Supplier assessment for impacts on society
• Grievance mechanisms for impacts on society

C.2.4. Product Responsibility

• Customer health and safety
• Product and service labelling

5.5 360 Degrees Performance Appraisal: Scoring
the Sustainability Maturity

Subsequent to the implementation of the 360 Degrees Appraisal Model, this scoring
is further suggested to designate where companies operating in a FSC is located in
terms of their environmental and social sustainability performance. In this sense, it
is conceptualized in a way that performance indicators follow a set of structure
granting points to the companies based on demonstrating example of their practices.
For each indicator a company could score zero points if there is no sufficient
evidence. To gain higher scores, the company must fulfil the requirements outlined
for each indicator. For example, a raw material supplier could be awarded with five
if a water recycling system takes place in its plant. Further, a garment manufacturer
could be given zero if there is no social sustainability assessment is performed to
monitor its sub-contractors’ social performance. As for the consumers, if a fashion
company completes post sales activities concerning waste disposal and/or product
responsibility, the governance performance is likely to be awarded with a higher
score.

The number of points awarded for each category in each dimension will be
added and divided by the maximum number of points available for that dimension.
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That is, this score will bring an overall score for each measurement aspect. Not only
could a company see its overall performance, but also critical spots and improve-
ments could be highlighted through a benchmark on a longitudinal ground.
Furthermore, fashion companies could further implement this technique to assess
their suppliers’ sustainability performance as well. Given that social and environ-
mental risks often occur at further levels of FSCs, luxury fashion companies are
strongly suggested to formulate sustainability performance assessment for their
suppliers as well as for their sub-contractors. Figure 4 depicts how system maturity
would be addressed based on the scores obtained through performance appraisal.

Companies with no sustainability awareness or processes are to be assigned with
Level 0 while Level 1 is given to companies with little development of sustainability
management. Level 2, on the other hand, constitutes limited development of sus-
tainability management with sporadic implementation. Level 3 refers to the com-
panies in which sustainability management adopted but development and
deployment is inconsistent whilst Level 4 companies develop and deploy sustain-
ability management well and implemented internally. Level 5, as the highest score,
goes to the companies that perform mature sustainability management internally
and externally, and embed continual improvement in operations. Subsequent to this
section’s methodology justification, the following part provides a discussion fol-
lowed by the chapter’s conclusion.

6 Discussion

Luxury goods industry poses numerous environmental and social challenges due to
complex and heterogeneous nature of FSCs. As a consequence of rapidly changing
market dynamics, globalization and more and more vertically network configura-
tions impact assessment is getting more demanding. Prior studies stress that envi-
ronmental and social risks mostly occur outside the buying firm’s physical
boundaries, implying that suppliers play a vital role in company performance.
However, buying luxury fashion firms are not always fully aware of their network

Fig. 4 Sustainability
maturity level
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members’ operational impacts. For example, in September 2015, Mulberry was
reported not to protect the worker rights in its supplier located in Izmir, Turkey.
Despite a set of global sourcing principles defined by Mulberry, its supplier failed
the compliance as the workers in Mulberry’s Turkish supplier were fired shortly
after they had joined union. Another example depicting the importance of an entire
monitoring could be given as follows. Immigrant workers are reportedly working in
clandestine workshops in Italy to produce items for high-end luxury fashion brands.

Sustainability integration is thus based not only on technical, but also relational
components. A control of a buying firm must be strictly ensured. To this end, an
integrative approach is needed to provide a rigorous appraisal to be applied
throughout the entire chain. Achieving a high level of sustainability integration is
critical and it requires development of a consolidated information flow, optimiza-
tion, know-how transfer, and reliability among members. Negative environmental
and social impacts could be reduced only when corporate vision is directed through
a rigorous analysis to be conducted at the network level. Sustainability integration
must be passed upstream and as expressed, and the entire value chain must be
strictly monitored to achieve substantial results. To this end, this study initiates a
novel step towards a testable model based on environmental and social performance
assessment of luxury FSCs. A rigorous methodology is developed to pilot with
global fashion companies from a 360-degree perspective. The 360 Degrees
Performance Appraisal model is presented to assess sustainability throughout the
entire chain in order to reduce negative impacts and to transform value destroyed
into new resources. Performance indicators to measure social and environmental
sustainability have been generated in accordance with the UN Global Compact’s
Ten Principles, the Universal Declaration of Human Rights, Global Reporting
Initiative (GRI) G4 Sustainability Reporting Guidelines, UN Guiding Principles
and Corporate Human Right Benchmark. Indicators follow a set of structure
awarding points to the companies based on demonstrating example of their prac-
tices. For each indicator a company could score zero points if there is no sufficient
evidence. To gain higher scores the company must fulfil the requirements outlined
for each indicator.

Drawing a wide range of stakeholders and relating them to social and envi-
ronmental sustainability performance appraisal could unveil a number of revolu-
tions that could have significant academic and managerial implications. The
collaborative approach, although it presents many challenges, appears to be the
most suitable to achieve a better sustainability integration. Buying firms must act
like a change agent to innovate and provide the coordination throughout the value
chain. A legislative perspective plays a vital role in the dissemination of sustain-
ability. The growing importance attached to sustainable development has generated
a proliferation of standards, regulations and certifications over the years. However,
a lack of coordination and monitoring has led to confusion and inconsistencies.
Accordingly, fashion companies must go beyond regulatory compliance and hence
performance appraisal must be formulated to holistically embrace a longitudinal
perspective.
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7 Conclusion

This study develops a testable model, which employs capabilities literature by
considering how technical and relational components of sustainability management
must be assessed. Luxury goods industry, which has widely been investigated from
marketing point of view, was examined from the SCM perspective. Personal luxury
goods are designed, manufactured, distributed and sold throughout a number of
stakeholders. Product components, coming from a number of suppliers, are con-
trolled through a number of routines to ensure no hazardous substance is attached to
products. Nonetheless, some other crucial issues in the upstream SCs are associated
with human rights. Hence, monitoring a multitude of upstream suppliers’ envi-
ronmental and social behaviour is fundamental despite its cost and management
challenges. A stricter assessment and monitoring of further suppliers must be
secured to improve social facets. Due to the length of global FSCs, the vulnerability
must arise from both technical and relational aspects, e.g. how products were
produced and delivered, and to what extent social necessities were fulfilled. In this
sense, transactions among members should not be taken as a unit of analysis;
instead a broader set of provisions to protect the entire value chain must be con-
sidered simultaneously. This expanded foundation requires a further integration.
Such accounting through this model could enable companies to have a compre-
hensive and longitudinal picture of where they currently stand and to what extent
progress could be advanced.

This study aims for an alignment with international standards and universal
principles. In this vein, it takes its biggest inspiration from the United Nation Global
Compact’s ten principles. Further, the valuable work that Nordic Fashion
Association and Danish Fashion Institute are accomplishing (including the NICE
Code of Conduct and Manual: For the Fashion and Textile Industry, striving for the
UNGC’s principles while providing additional specificity from an industrial per-
spective, and Copenhagen Fashion Summit) have become pivotal wake up calls to
realize the urgency for this context. In order to come up with quantifiable measures
and to provide a set of indicators, the UN Global Compact’s Ten Principles, the
Universal Declaration of Human Rights, Global Reporting Initiative (GRI) G4
Sustainability Reporting Guidelines, UN Guiding Principles and Corporate Human
Right Benchmark have been applied. The model aims to provide a concise set of
indicators to which fashion companies ought to have answers to meet their
responsibilities.

The broad scale impact of social and environmental issues within public and
private domains implies that an effective coordination is required to create efficient,
accountable and sustainable SCs. The major managerial implication of this study is
that fashion companies could assess sustainability performance effectively and
comprehensively. Companies could contemplate on their performance scores, learn
from the best practices and evaluate how overall performance could be improved.
Future research can explore many avenues. As a methodological note, it can be seen
that the conceptual framework as a step in theory building, but is not inevitably a
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final product. Thus, the model must go through the various stages of validation and
tested before being considered a theoretical framework. In this vein, to increase
reliability, case study-based research is further needed. In order to improve the
model, the very next step is going to be to implement the 360 Degrees Performance
Appraisal in a luxury FSC, preferably leather and cashmere. Lastly, studying
fashion companies from different countries as well as segments could enhance the
novelty in terms of the extent to which regulations affect sustainability performance.
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Application of Digital Enterprise
Technology (DET) for Green
Made-to-Measure in Korean Luxury
Fashion Industry

Kyung Eun Lee

Abstract Due to the significant market size and growth rate of the luxury fashion
industry, environmental impacts of the luxury products become more and more
serious. Currently, many luxury companies continuously adopt Information
Technologies, especially Digital Enterprise Systems (DET) that support strategi-
cally designing product life cycle in environmentally sustainable approaches.
Made-to-Measure (M2M), customized luxury products that is one of impactful
product differentiation strategies of global luxury companies, has some issues of
M2M related to limited business scalability and environmental impact. To over-
come these issues, some Korean luxury fashion companies use DET technology
systems in M2M product life cycle management, since the DET systems assist to
reduce waste materials as well as to protect the environment. This study will help
the product designers and executives, in charge of M2M in the luxury fashion
industry, recognize that the use of innovative technologies such as the DET sys-
tems, is essential for luxury companies’ green M2M capability enhancement and for
longevity of the firms in the luxury fashion industry.

Keywords Digital Enterprise Technology (DET) � Made-To-Measure (M2M) �
Sustainability � Luxury market

1 Introduction

The luxury industry is one of the most harmful environmental impact generators
from the excessive use of chemical materials and processes as well as energy
sources (Gardetti and Muthu 2015). These harmful effects occur throughout the
luxury product life cycle, from raw materials manufacturing (e.g., fibers, yarns,
textiles) to garment production processes (e.g., assembly, packaging, logistics),
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through post-production activities (e.g., end-use, recycling, disposal) (Khan and
Islam 2015). Due to the significant market size and growth rate of the luxury
fashion industry, environmental impacts of the luxury products become more and
more serious. Thus, currently, many luxury companies continuously adopt
Information Technologies, especially Digital Enterprise Systems (DET), that sup-
port strategically designing product life cycle, especially product design and
development processes in environmentally sustainable approaches. Among various
DET systems, 3D CAD software and 3D imaging technology allow multiple
benefits to luxury companies: For designers, virtual 3D simulation of a product
allows luxury designers to craft design ideas and reduce physical sample making
while enhancing product qualities; for consumers, these technologies create a new
e-commerce platform for luxury brands with the capabilities in providing complete
virtual consumer-product interactions before manufacturing or purchasing the
product (Delamore 2014).

Made-to-Measure (M2M), customized luxury products to fit consumer’s par-
ticular requirement are one of the most impactful strategies in the global luxury
fashion industry (Carl 2012). Due to issues of M2M related to limited business
scalability and environmental impacts, some Korean luxury fashion companies use
DET technology systems in M2M product design and development as well as
environmentally sustainable material waste disposal. This study was an attempt to
examine the effects of DET system usage in green M2M business in Company A
(pseudonym), the luxury fashion company of Korea. More specifically, the
objectives of this research were as follows: (a) identifying DET systems being used
for green M2M in the global luxury fashion industry, (b) analyzing the effectiveness
of DET system application to green M2M to the environment and society, (c) dis-
cussing opportunities and challenges of green M2M, and (d) suggesting future
research direction of DET system application for M2M in the global luxury
industry. Specifically the context under examination was a case of Korean luxury
company’s M2M business.

2 Sustainable Luxury

In current fashion industry, luxury goods are considered as premium priced with
finest product quality providing exceptional product experience to consumers (Tang
and Tang 2012). From 2010 and 2015, a market size of global luxury industry
increased approximately by 65% while creating both positive (e.g., economic
profits) and negative impacts (e.g., deforestation, chemical material usage). Luxury
fashion industry creates harmful effects to the environment through an excessive
amount of pesticide usage for cotton manufacturing and waste material creation
(Lochard and Murat 2011).

In light of negative environmental issues, in today’s luxury fashion industry,
more and more luxury brands are engaging in corporate social responsibility
(CSR) that is concentrated on socially and environmentally responsible
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development and consumption (Tang and Tang 2012). For instance, Gucci gives
25% of profits obtained from producing a special UNICEF accessory line back to
UNICEF, since 2005 (UNICEF, N.D.). Hermès produces a special accessory line
called Petit H by using leftover materials (Leitch 2013). Gucci, Kering, and LVMH
now use organic leather tanning method using vegetable material instead of using
toxic chromium (Givhan 2015). These sustainable practices promote luxury com-
panies’ business performance, as an increasing number of luxury consumers are
associated with CSR (Tang and Tang 2012). Furthermore, sustainable development
aid luxury companies to differentiate their brand and company image from com-
petitors based on consumers’ growing social and environmental awareness (Kim
et al. 2012).

3 Digital Enterprise Technologies and the Luxury
Fashion Industry

Today’s luxury fashion industry heavily depends on information technology
(IT) systems to respond to global challenges associated with the environmental
impacts occurring throughout the life cycle of luxury products and reduced product
lifecycles and frequently changing consumer demands and market conditions. One
of the most green M2M leaders in the luxury fashion industry Company A is a
large, global, luxury apparel design, and retail company with annual sales that
exceed two billion dollars (USD) in Korea. In Company A, digital Enterprise
Technologies (DET), the automated digital product modeling systems is one of the
major technologies being used for the company’s luxury M2M product develop-
ment process management (Mourtzis et al. 2015). DET systems enable effectively
tracking material usage and manufacturing processes throughout product design
and development stages in a consolidated virtual system environment. Hence,
through the use of DET systems, Company A receives major benefits for its green
M2M business practices: (a) eco-friendly material and manufacturing process
selection, (b) material waste reduction, (c) eco-friendly luxury business process
optimization, and (d) product up-cycling facilitation by tracking left-over inven-
tories (e.g., fabrics, produced garments, consumer returns, defected merchandises).
To maximize the system efficiencies, DET systems being used by Company A
integrate multiple IT systems (e.g., Enterprise Resourcing Planning, Knowledge
Management, Supply Chain Management, Consumer Relationship Management,
E-commerce, Product lifecycle Management) into one platform (Mourtzis et al.
2015; Myung 2003).

Among these systems, Product Lifecycle Management (PLM) refers to systems
managing the entire lifecycle of a product through engineering processes from
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design to production and from usage to disposal of manufactured products
(Cantamessa et al. 2012; Gecevska et al. 2011). For global luxury companies
operating product design offices in different geographic locations, PLM is one of the
most beneficial DET system technologies remotely assisting designers for
inter-department collaborations (Cantamessa et al. 2012; Gecevska et al. 2011).
There are three key PLM system capabilities for Company A and other luxury
fashion companies: short Time to Market (duration of time taken in product design
development processes), low cost, and high product quality (Ha-Brookshire and
Hawley 2013; Park and DeLong 2009).

Within the integrated DET system platform, one of the most important PLM
system components for the company A’s M2M is the integrated design systems
consisting of Computer-Aided Design (CAD), Computer-Aided Manufacturing
(CAM), and Computer-Aided Engineering (CAE) for four major reasons: (a) to
expedite work process simulation, (b) to reduce errors by the use of consistent
software environment, (c) to simplify data configuration processes of system users
(e.g., designers, system engineers) among each product, part, and machine/tool
design application, and (d) to save software costs and simulation time (Siemens
PLM Software, N.D.a; Waurzyniak 2012). See Fig. 1.

Fig. 1 Current digital enterprise technology structure adapted from “3D PLM in digital
enterprise” (Myung 2003)

334 K.E. Lee



3.1 Computer-Aided Design (CAD)

Computer-Aided Design (CAD) is one of the core PLM functions used for creating
virtual illustration of physical design components in a two or three-dimensional solid
or surface model (Siemens PLM Software, N.D.a). For the company A’s M2M, key
CAD features include conceptual design, digital sampling, assembly simulation, and
design elaboration, which can be utilized throughout virtual product design and
development processes (Bodein et al. 2013). In a traditional design approach,
sampling is one of the most time and cost demanding stages in luxury product
development processes, because at least three to four rounds of sample makings are
required to finalize the right style and fit of the garment (Businesswire 2004). With
the use of digital sampling technology however, as the initial step, designers make
sketch styles and patterns in 2D CADmodels and then, draw a construction mock-up
of the garment with seam-line connection. After that, digitally construct 3D CAD
models before making physical samples or initiating main production (Park and
DeLong 2009). Hence, with the use of digital sampling technology, the number of
physical samples made is reduced through 3D virtual simulation techniques that
allow designers to control product design processes (e.g., pattern-making, draping,
fitting) in a consolidated seamless digital process (Businesswire 2004).

Critical roles of CAD in the company A’s luxury product design and develop-
ment include: (a) identifying an optimal shape and size of a physical product to
generate planned performances as well as to minimize waste materials (Siemens
PLM Software, N.D.a), (b) reducing the number of physical prototypes made
through visualization of the final product design and assembly (Bodein et al. 2013),
(c) reducing Time to Market, (d) reinforcing more accurate and retrievable design
data documentation (Siemens PLM Software, N.D.a), (e) facilitating design data
reuse from a digital repository, which enhances designers’ knowledge integration
and collaboration at each product development stage, and (f) enhancing overall
qualities of luxury products (Bodein et al. 2013). The usability of CAD performing
these roles was noted by the industry specialists in pattern development depart-
ments from prestigious global luxury apparel brands such as Christian Dior Homme
and Christian Dior Homme (Reuters 2013).

In addition to product design and development, 3D imaging technology is often
used by luxury e-commerce retailers to enhance the consumer shopping experience
(Park and DeLong 2009; Transparency Market Research 2015). The use of 3D
imaging technology creates a new e-commerce platform for luxury brands with the
capabilities in providing complete virtual consumer-product interactions before
manufacturing or purchasing products (Delamore 2014). For example, in 2011, the
luxury fine jewelry brand De Beers presented the mobile app allowing virtual try-on
experiences to consumers using 3D augmented reality (AR) technologies to promote
the new Forevermark Millemoi collection. Through this mobile app, consumers can
virtually wear different rings, earrings, and pendants from the new Forevermark
Millemoi collection in a live 3D environment, so they can create the connection to
the brand and their products without making a purchase (DeMarco 2011).
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3.2 Computer-Aided Manufacturing (CAM)

Computer-Aided Manufacturing (CAM) assigns the relationships between manu-
facturing plans and available automated machines using the Computerized
Numerical Control (CNC) function (Siemens PLM Software, N.D.c; Waurzyniak
2012). CAM provides four major benefits to the company A: (a) it allows expanded
machine usage based on accurate and standardized resource data in CAD for high
quality part manufacturing (Waurzyniak 2012); (b) Computerized Numerical Control
(CNC) applications connected to CAM accordingly match standardized machine
tools with shop floor jobs (Siemens PLM Software, N.D.c); (c) shop documents are
generated automatically whenever CAD information is updated (Siemens PLM
Software, N.D.c); and (d) system engineers can create efficient tool paths to reduce
engineering errors among related manufacturing software applications, which
increase the amount of time wasted on the shop floor. In addition to the company A,
in the luxury fashion industry, Gucci is one of CAM users to manufacture premium
quality watch. Since 2000, in Gucci watch’s production plant located in La
Chaux-de-Fonds, Swiss, complete product design and development processes, such
as sampling, validating production sample qualities, part-manufacturing, and
assembly, are performed by using CAM and CNC (Gucci 2012). In summary, the
latest CAM features allow luxury fashion designers easier and more efficient luxury
product design of complicated and multi-functioned manufacturing processes (Gucci
2012; Waurzyniak 2012).

In 2014, the French software company Lectra became the world largest
CAD/CAM system provider after acquisition of Investronica Sistemas, the Spanish
CAD/CAM systems provider that had over 6000 customers across industries. These
customers included major premium fashion brands, such as Armani, Christian Dior,
Dolce & Gabanna, Ermenegildo Zegna, Gucci, and Ralph Lauren, that operate
M2M business in the luxury fashion industry (Businesswire 2004).

3.3 Computer-Aided Engineering (CAE)

Computer-aided engineering (CAE) simulates product design performance to pre-
vent potential engineering problems and enhance design quality (Siemens PLM
Systems, N.D.b). CAE provides practical system functions, such as simulation,
validation, and optimization of product, process, and machine/tool design, involved
in manufacturing (Siemens PLM Systems, N.D.b). To provide these system func-
tions, CAE is integrated with CAD to develop optimized design and engineering
processes based upon geometric analysis of the relationship between these two
systems (Shapiro et al. 2011; Siemens PLM Systems, N.D.b). There are two ways
to integrate CAD and CAE: forward and inverse integration. In forward integration,
CAE analyzes demands of a CAD model and generates solutions automatically. By
contrast, inverse integration requires revision of a CAD model in accordance with
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CAE analysis results (Shapiro et al. 2011). Normally, in inverse integration, manual
revision of a CAD model is executed by a product designer who makes decisions
on design changes (Shapiro et al. 2011).

For the company A’s M2M, key benefits of using CAE include features such as:
(a) product, process, and machine/tool designs can be previewed for their perfor-
mance to resolve potential problems prior to starting actual engineering processes,
(b) it reduces costs related to design and manufacturing throughout product life-
cycle, and (c) accumulated design simulation data enhances designs and their
performances (Siemens PLM Systems, N.D.b; Waurzyniak 2015). Due to these
benefits, CAE became one of the largest contributors to the 6.8% growth of the
PLM market in 2014 from the previous year (Waurzyniak 2015). See Fig. 1 for
current DET system structure.

4 Luxury Fashion and Environmental Sustainability

In 2014, the market size of the luxury fashion industry was increased approximately
to €224 billion, 3% from the previous year, that accounts for nearly 7.5% of total
global fashion industry market size (€2.7 trillion) (Consultancy.UK 2015; Gardetti
and Muthu 2015). Among luxury products composing this market, apparel and
accessories occupied around 54%. By 2017, the luxury industry is expected to grow
to €265 billion with 6% growth rate (Consultancy.UK 2015). See Fig. 2. Due to the
significant market size and growth rate, environmental impacts of the luxury
industry become bigger issues.

Thus, currently, many luxury companies continuously adopt Information
Technologies, especially Digital Enterprise Systems (DET) that support strategi-
cally designing product life cycle, especially product design and development
processes in environmentally sustainable approaches. Among various DET sys-
tems, 3D CAD software and 3D imaging technology allow multiple benefits to
luxury companies: For designers, virtual 3D simulation of product allows luxury

Fig. 2 Worldwide personal luxury goods market trend and global personal luxury goods market
by product type in 2014 (Unit: Euro) (Consultancy.UK 2015)
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designers to craft design ideas more efficiently while reducing physical sample
making while enhancing product qualities; for consumers, these technologies create
a new e-commerce platform for luxury brands with the capabilities in providing
complete virtual consumer-product interactions before manufacturing or purchasing
the product (Delamore 2014).

5 Green Made-to-Measure

5.1 What Is Made-to-Measure?

Made to Measure (M2M) refers to specially made clothing in accordance with a
particular specification required by consumers to fit their individual purposes (e.g.,
sizes, tastes, customs, usage) (Carl 2012). M2M is one of major product and brand
differentiation strategies that allow production flexibility in multiple colors, designs,
styles, and other forms of customization (Okonkwo 2007). Currently, there are
growing luxury consumers seeking customization fulfilling their individual fashion
tastes and providing exceptional and exclusive brand experiences (Okonkwo 2007).
Thus, with strong product exclusivity, M2M has been one of essential elements of
luxury branding to maintain prestige stance in the fashion industry for a long time.
Luxury companies continuously carry M2M to provide unique and personalized
brand experience to consumers with premium product qualities and ensure
long-term growth of the companies with differentiated brand images (Carl 2012).

Luxury brand M2M include suits, jackets, coat, outerwear, knitwear, trousers,
shirts, and bags and one of the most important components of these M2M products
is fitting perfectly crafted to an individual consumer’ body shape and wearing
comfort (Brooke 2007). There are several characteristics of luxury M2M products:
(a) base patterns are available to be modified to fit individual consumers, (b) mea-
surement processes are expedited and standardized, (c) basic fabric and sundry
options are available, (d) price increase is minimized due to the use of standardized
patterns and materials, (e) combination of hand-made and machine construction
steps, (f) stitch tensions are controllable, (g) limited fitting sessions are required
(normally once prior to the production and one or two more before completion),
(h) it takes around two month lead-time to be completed, (i) normal pricing begins
at U.S.$1000 (Mydapperself 2015; Quora 2013). These unique aspects of luxury
M2M products allow apparel companies to create a market niche.

Examples of M2M products in the luxury fashion industry are as follows:
Ermenegildo Zegna’s Su Misura produces annually the limited quantity 60 M2M
products per year in suits, jackets, coats, outerwear, knitwear, and trousers made
from lightweight wool fabrics with the finest qualities (Longroadmedia 2015). Dior
Homme in the New York flagship store, makes jackets, trousers, vests, and shirts
with materials to be selected from 200 fabrics for suits and 160 fabrics for shirts
using hand-finishing techniques. Ralph Lauren’s purple label offers to-order suits,
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dress shirts, formal wear, accessories, shoes, and leather goods in selected world-
wide locations (Reena 2013).

In luxury fashion industry, there are both opportunities and challenges in the
M2M business. For opportunities, M2M is an effective approach to build brand
exclusivity to consumers. Due to the nature of customization per order made by a
consumer, M2M doesn’t create left-over produced garments; this is a positive
aspect of M2M business to the environmental sustainability (Carl 2012). Despite
these opportunities, M2M is difficult to become a scalable business due to high
costs for the use of luxury materials and hand-made manufacturing processes
(Murdock 2013). Hence, luxury companies are currently seeking new green M2M
product design and development approaches, promoting the future economy and the
environment. See Fig. 3.

6 Green Made-to-Measure (M2M)

To be responsive to the challenges identified in traditional M2M process associated
with the business scalability and environmental issues, the emergence of green
M2M approaches were led by large luxury fashion companies in Korea. For green
M2M practices, the Company A currently retains highly stabilized and advanced
DET systems integrating ERP, PLM, SCM, and Customer Relationship
Management (CRM). These systems serve for over the company’s 30 luxury brand
businesses. According to the Company A’s sustainability initiative report, there are

Fig. 3 The options available with our made-to-measure shirts (Themastertailor, N.D.)
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two distinctive aspects of Green M2M: The DET system applications throughout
the product lifecycle and the up-cycling of used products for CSR (Corporate Social
Responsibility) retailing. The Company A’s DET systems contribute to green M2M
approaches in multiple aspects, as listed below.

Standardized material preparation
In standardized materials and pattern preparation, traditional M2M business
requires placing an order of all standardized materials and making physical base
patterns to be selected by the consumer before an actual M2M order is placed.
Traditionally, these standardized materials were seasonal and they needed to be
updated to new materials every season; unused materials after one season were
often discarded.

Pattern making
A lot of physical materials were traditionally consumed every time base patterns
were customized for an individual consumer order. In green M2M approaches,
digital material catalogs linked to the PLM systems to continuously update quan-
tities, pricing, and delivery dates of available materials on-line and allow placing
orders of selected materials by the consumer instantly. Hence, unused materials are
preserved after the season.

Body measurement
Instead of taking time for measurement sessions, 3D body scanning technology
allows the precise measurement of the body and minimizes errors on measured data.
Digital pattern making software connected to 3D CAD customizes the selected
pattern type by the consumer instead of making a physical pattern. Digitally created
patterns are easy to be modified, saved and reused by pattern makers for future
pattern works.

3D simulation
Before physical sample making, the digitized pattern is transformed to a 3D virtual
simulation of garment assembly and specifications by using 3D imaging technol-
ogy. Thus, designers can make corrections on components related to overall con-
struction of garments such as patterns, specifications, assembly and design details.

Up-cycling and CSR retailing
The PLM systems are capable of alerting campaigns and events for M2M con-
sumers to encourage to donate used garments, so these garments are up-cycled to be
sold in Corporate Social Responsibility (CSR) stores that are socially responsible
retailing approaches returning the profits back to the society. Since 2014,
Company A operates the CSR selling green apparel products, consisting of
up-cycled used M2M items in collaboration with new contemporary fashion
designers, natural material apparel and accessories, and donated luxury labels. The
company returns half of the profits gained from this store back to the society in the
form of donations, campaigns, and events, which promote environmental sustain-
ability. See Fig. 4 for comparison of traditional and green M2M production
process.
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Besides the Company A, several other global luxury fashion companies adopt
the DET technology for their green M2M business. For example, according to
Lectra (N.D.), Façonnable, French luxury M2M brand adopts Lectra’s PLM and 3D
design solutions throughout product design and development process in a company
wide systems including the ones used by supply chain. As the results, these system
usage allowed Façonnable to grow its M2M business to a mass scale by resolving
limitations in a traditional handmade tailoring approach. Furthermore, the company
became capable of saving a large amount of annual cost and material consumption
and waste saving, as well as streamlining production line to be able to generating
the maximized efficiency. Façonnable’s DET system helps to keep tracking on each
production stage and material usage in the entire supply chain, thus, the company
can control their development and manufacturing processes toward environmentally
sustainable direction.

Canadian M2M brand IndoChino uses 3D CAD solution of Optitex that allows
virtually to simulate produced styles before making a physical sample. By using 3D
CAD, IndoChino can offer affordable price with luxury product quality based on
reduced production costs. Especially, IndoChino as on-line retailor provides 3D
production views for their both supply chain and consumers.

7 Conclusion

For M2M business of the luxury fashion companies, the DET systems assist to not
only reduce waste materials but also to allow luxury companies to contribute to
protect the environment. Thanks to the use of DET technologies, many unnecessary
steps and errors can be prevented when a physical sample is made. Additionally, all
information and records are saved in the PLM systems as historical data for future

Fig. 4 Comparison of traditional Made-to-Measure and the company A’s green Made-to-Measure
process (star marks indicate the areas applied the DET technology)
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reference. Even though M2M requires customization for every order made by
consumer, knowledge reusability provided by the systems significantly contributes
to M2M design and development processes with shorter lead-time and costs.
The DET systems are efficient tools to get M2M consumers involved in up-cycling
campaigns and events towards environmentally sustainable and socially responsible
directions instead of merely producing wastes. Thus, currently, the DET technology
application to M2M is becoming an important consideration for luxury fashion
companies to manage both opportunities and challenges related to the future growth
of green M2M business. Studying the luxury fashion company’s DET system usage
for green M2M is important for both the apparel industry and academia. The DET
system functionalities aid the apparel companies to stay exclusively at present
market environment by using sustainability as innovative product development
strategies. For academia, examining the DET system usage of luxury brand cus-
tomers contributes to developing quantitative scales to evaluate the effects of the
systems for green M2M business practices.

The current study will help the product designers and executives, in charge of
M2M in the luxury fashion industry, recognize that the use of innovative tech-
nologies such as the DET systems, is essential for luxury companies’ green M2M
capability enhancement and for longevity of the firms in the luxury fashion
industry. Sustainable development should be continuously promoted to luxury
brands not only to protect the environment by reducing harmful material usage and
waste but also improve company image to growing consumers with social and
environmental awareness. Therefore, assisting tools to sustainable development like
the DET system must be considered by luxury companies to contribute to envi-
ronmental sustainability in more efficient approach.

8 Future of Green M2M

In the future luxury industry, M2M will stay as an important parts of product
strategies for luxury companies for enhancing exclusive and prestigious brand
images. Despite multiple benefits of the DET systems, there are limitations to
implement such systems by the luxury fashion companies due to the requirements
in the monetary investment and work process changes. For the future M2M, 3D
CAD software should be capable of providing more interactive gaming experience
during interaction with consumers. To provide more engaged virtual consumer-
product interaction, 3D imaging technologies must be capable of functions as fol-
lowed: (a) illustrating complex clothing physics such as clothing and body inter-
action in multiple layers, (b) integrating games engines for creating real-time
interaction, and (c) rendering in high quality textures, and allowing to view
real-time video streams (Delamore 2014). Further research is needed to focus on the
evolution of technologies aiming at a luxury green M2M business not making waste
material beyond recycling/up-cycling before or after the use of M2M products.
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Sustainable Luxury Fashion: The
Entrepreneurs’ Vision

Miguel Angel Gardetti and Rachida Justo

Abstract Luxury depends on cultural, economic or regional contexts. This trans-
forms luxury into an ambiguous concept (Low, undated). Godart and Seong
(Sustainability luxury: managing social and environmental performance in iconic
brands. Greenleaf Publishing, Sheffield, p 12, 2014) show us that the relationship
between luxury and fashion is quite an ambiguous one, as fashion does not fully
belong to the luxury world, but overlaps with luxury in its most expensive and
exclusive segments. On one hand, sustainability within fashion means that the
development and use of something or process are not harmful to people or the
planet, and once put into action, such thing or process can enhance the well-being
of those people who interact with it, and the environment it is developed and used
within. One other hand, sustainable luxury would not only be the vehicle for more
respect for the environment and social development, but it will also be synonym of
culture, art and innovation of different nationalities, maintaining the legacy of local
craftsmanship (Gardetti in Conference dictated at the seminar sustainable luxury
and design within the framework of the MBA of IE. Instituto de Empresa, Madrid,
2011). This chapter shows the results and analysis of a study conducted with fifteen
entrepreneurs of different nationalities with sustainable projects in the luxury
fashion and fashion accessory sector. All these entrepreneurs participated in the IE
Award for Sustainability in the Premium and Luxury Sectors. Some of them won in
the category “fashion and accessories” and others reached the final stages of the
award. The purpose of this study is not only to get to know what entrepreneurs
understand by sustainable luxury and, particularly sustainable luxury fashion, but
also to learn their vision about the future of this sector. The methodology used was
a survey with closed and open questions. These surveys also included
semi-structured interviews.
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1 Introduction

Coco Chanel once defined luxury as “(…) a necessity that begins when necessity
ends” [Coco Chanel quoted in Okonkwo (2007)]. In this same line Heine (2011)
defines luxury as something desirable and more than a necessity. However luxury
has been a sign of prosperity, power and social status since ancient times (Kapferer
and Basten 2010). Also, according to Ricca and Robins (2012) luxury is a source of
inspiration, controversy, admiration and considerable economic success.
Sustainable luxury is the return to the ancestral essence of luxury, to the thoughtful
purchase, to the artisan manufacture, to the beauty of materials in its broadest sense,
and to the respect for social and environmental issues (Girón 2009). The founda-
tions of sustainable luxury are social entrepreneurship and craftsmanship. Social
entrepreneurs are well motivated to break the rules and promote disruptive solutions
to the environmental and social issues. They are leaders who transform, inspire, and
care deeply about people and the environment (Short et al. 2009). They reappraise
native culture and craftsmanship.

This paper shows the analysis and results of an exploratory study into the
high-end luxury fashion market drawn from surveys conducted to fifteen entre-
preneurs of different nationalities with sustainable premium and luxury projects.
These entrepreneurs have participated in the above mentioned award and have been
nominated or even awardees. These findings have been combined with those
extracted from in-depth analysis of several case studies of entrepreneurship in the
sustainable luxury sector, which have been published in Gardetti and Giron’s
(2014) book. The purpose of this study is not only to get to know what entrepre-
neurs understand by sustainable luxury and, particularly sustainable luxury fashion,
but also to learn from their vision about the future of this sector.

We begin this paper with an overview of the concept of luxury, fashion, sus-
tainable development. Then we describe the relationship between sustainable lux-
ury and entrepreneurship. We then describe our methodology and analyse the main
findings emerging from our study.

2 Luxury, Fashion, and Sustainable Development

Luxury depends on cultural, economic or regional contexts. This transforms luxury
into an ambiguous concept (Low, undated) and shows for some researchers such as,
Scheibel (unknown year), the absurd aspect of this industry. Thus, luxury is a
matter of seeing and being seen. ‘Seeing’ as a search of the latest distinctive
signifiers that can be used to ‘be seen’ in different distinctive group processes
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(Mortelmans 2005). Christopher L. Berry in his work “The idea of Luxury” from
1994—one of the most interesting and comprehensive pieces on the concept of
luxury particularly its intellectual history—establishes that luxury has changed
throughout time and that it reflects social norms and aspirations.

True elements of (authentic) luxury rely on the search for beauty, refinement,
innovation, purity, the well-made, what remains, the essence of things, the ultimate
best (Girón 2012). However this luxury has given way to the new luxury through its
democratisation (massification?) that occurred when family and artisanal luxury
companies sagged against the large conglomerates which had a strong focus on
economic aspects. It means that the image—neither reputation nor legitimacy—
was the way, and marketing was the function (Gardetti and Torres 2014).

Already in 1999 Robert H. Frank stated in his book ‘Luxury Fever—Weighing
the Cost of Excess’ the need to minimise the culture of “excess” to restore the true
values of life. And this is in line with the World Commission on Environment and
Development (WCED 1987) report, Our Common Future, also known as the
Brundtland Report, which defines sustainable development as the development
model that allows us to meet present needs, without compromising the ability of
future generations to meet their own needs. Luxury—according to Kleanthous
(2011)—is becoming less exclusive and less wasteful and more about helping
people to express their deepest values.

In the introduction of the book titled “Sustainable Luxury: Managing Social and
Environmental Performance in Iconic Brands,” Gardetti and Torres (2014) describe
the evolution of the sustainability-luxury relationship between 2003 and 2011—a
relationship that they first noticed in the book “Deluxe—How Luxury Lost its
Luster,” by Thomas (2007). Some of the aspects of this evolution are as follows:

The two most important conferences of this sector held in 2009 addressed these issues and
focused their discussions on the assessment of these changes in the consumer and the new
concept of success for achieving a “sustainable” luxury. One of them, organised by the
International Herald Tribune in New Delhi (India) was called ‘Sustainable Luxury
Conference’. The other, promoted by Financial Times in Monaco with the attendance of
Prince Albert was titled “Business and Luxury Summit - Beyond Green: economics, ethics
and enticement”.
The book “Inside Luxury” written by Girón (2009) that presents a documented study of
luxury and its future and how “sustainability” has influence on it.
The conduction by UNCTAD -United Nations Conference on Trade and Development-
together with Green2Greener of the Conference ‘Redefining Sustainability in the
International Agenda - Inspiring Greater Engagement in Biodiversity Issues’ with the
participation of several luxury brands and the subsequent creation of the RESP
(Responsible Ecosystem Source Platform) initiative.
The creation -in early 2010- of the “Centre for Studies on Sustainable Luxury” which
mission is to assist companies in this sector in the transition towards sustainability, thus
encouraging sustainable business practices across all areas of the organisation and their
supply chain. To this end, academic learning and research will become vital and current for
future ‘sustainable’ leaders.
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Sustainable luxury would not only be the vehicle for more respect for the
environment and social development, but it will also be synonym of culture, art and
innovation of different nationalities, maintaining the legacy of local craftsmanship
(Gardetti 2011). The foundations of Sustainable Luxury are social entrepreneurship
and craftsmanship.

According to Giacosa (2014) in order to set the context of luxury fashion and,
then, sustainable luxury fashion, we need to differentiate the terms fashion and
luxury. While the term fashion refers to products, such as clothing and accessories,
according to Fletcher (2008, 2014) fashion is the way in which our clothes reflect
and communicate our individual vision within society, linking us to time and space.
Clothing is the material thing that gives fashion a contextual vision in society
(Cataldi et al. 2010). Luxury represents items perceived as a symbol of status.
Luxury is also a symbol of elegance and sophistication with emphasis on the
intrinsic value of many categories.

Godart and Seong (2014) show us that the relationship between luxury and
fashion is quite an ambiguous one, as fashion does not fully belong to the luxury
world, but overlaps with luxury in its most expensive and exclusive segments.
These authors also show us that the relationship between luxury and fashion is quite
an ambiguous one, because fashion does not fully belong to the luxury world as it
once did up until the turn of the 19th Century, but overlaps with luxury in its most
expensive and exclusive segments. Luxury fashion is a recurrent change at its
highest level, and it is distinguished from other luxury segments by its constant
pressure to change. In other words, we can say that when we talk about fashion we
are referring to clothes and accessories, while the term luxury means status, ele-
gance and sophistication given by a brand, quality, price, originality and creative
content.

According to Kapferer (2012) both luxury and fashion share the common need
for social differentiation, but they differ in two major aspects: first, whereas luxury
is timeless, fashion is ephemeral, and whereas luxury is for self-reward, fashion is
not. Thus, luxury fashion seems to be a contradiction in terms: as luxury, it is
supposed to last, although as fashion it is supposed to change frequently. However,
since the essence of fashion is change, luxury fashion gives exclusive access to
enforced change. Luxury fashion is recurrent change at its highest level, and it is
distinguished from other luxury segments by its constant pressure for change. This
is shared by Pinkhasov and Nair (2014) who add that in a celebrity-driven culture,
fashion has come to dominate the image and attitude of luxury.

The term “sustainable development” dates back to the United Nations
Conference on the Human Environment in 1972 where it was first coined.
Sustainable development is a problematic expression on which meaning few people
agree. Each person can take the term and “reinvent” it considering his/her own
needs. This is a concept that continuously leads us to change objectives and pri-
orities since it is an open process and as such, it cannot be reached definitely.
However, one of the most widely accepted definitions of sustainable development
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—though diffuse and non-operating—is the one proposed by the World
Commission on Environment and Development (WCED) report—Our Common
Future, which defines sustainable development as “the development model that
allows us to meet the present needs, without compromising the ability of future
generations to meet their own needs” (WCED 1987: 43). At its core is the notion
that all natural systems have limits and that human well-being requires living within
those limits. The essential objective of this development model is to raise the
quality of life by long-term maximisation of the productive potential of ecosystems
with the appropriate and relevant technologies (Gardetti 2005).

Some authors, such as Walker (2006) and Koefoed and Skov (unknown year),
have studied the contradictions between fashion and sustainability: sustainability
requires a drastic reduction in our ecological footprint, and increasing a product’s
useful life; fashion, on the other hand suggest a passing trend or fad—something
transient, superficial and often rather wasteful. But, beyond these contradictions,
fashion should not necessarily come into conflict with sustainable principles.
Indeed, fashion plays a role in the promotion and achievement of sustainability, and
it may even be a key to more sustainable ways of living. According to Hethorn and
Ulasewicz (2008) fashion is a process, which is expressed and worn by people, and
as a material object, it has a direct link to the environment. It is embedded in
everyday life. So, sustainability within fashion means that the development and use
of something or process are not harmful to people or the planet, and once put into
action, such thing or process can enhance the well-being of those people who
interact with it, and the environment it is developed and used within. Also
Sustainable fashion is an approach to the fashion system intended to minimise
negative environmental impacts, and, in turn, maximise positive impacts (benefits)
for workers and their families all along the value chain, hence playing a decisive
role in poverty reduction. For this reason, Kate Fletcher (2012) in the preface of the
book “Sustainability in Fashion and Textiles: Values, Design, Production and
Consumption” wrote, “For me the fostering of alternatives to the status quo in
fashion and textiles is essential if we are to deeply engage with the process of
sustainability…” So, our challenge is to adjust sustainability paradigms and develop
new ones that would fit the nature of the luxury fashion industry, one of the sectors
called “core luxury sectors” within the luxury framework.

According to Godart and Seong (2014) luxury can offer a unique opportunity for
creating sustainable business environments due to its two core features that set it
apart from other market segments or industries. First, luxury is (often times) based
on unique skills. This allows luxury to provide high-quality and rewarding business
conditions. And, second, luxury is characterised by its peculiar relation with time,
for its value is inscribed in the long-term. This allows luxury to offer a sustainable
business model for resource management and high-quality product development,
just to name a few relevant elements of sustainable luxury.
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3 Sustainable Luxury, Entrepreneurship

The development of the luxury industry has gone in parallel to extensive economic
growth and increases in the quality of life over the last century. Despite these
benefits, there remains significant concerns that this growth has also had substantial
negative effects on the natural environment and on some of the most vulnerable
populations around the world. It is believed that this, in turn, will diminish the
vitality and sustainability of our economies and communities (Schmidheiny 1992;
United Nations 1987; World Resources Institute 2004).

Most studies based on traditional views on environmental and welfare eco-
nomics tend indeed to consider business activities and the preservation of the
environment or social welfare are inherently contradictory. Some indeed consider
that market failures generally motivate environmentally degrading entrepreneurial
activities (Tietenberg 2000; Cropper and Oates 1992; Balor 1958). However, more
recently experts have stated to argue that entrepreneurship can in fact help resolve
environmental problems through the exploitation of opportunities inherent in
environmentally relevant market failures and thereby help move global economic
systems toward sustainability (Anderson and Leal 1997; Cohen and Winn 2007;
Dean and McMullen 2007).

There are indeed entrepreneurs with a profound perspective towards environ-
mental and social issues and who are well motivated to “break” the rules and
promote disruptive solutions to these issues. They are less constrained by existing
realities than larger organisations, have less vested interest in the status quo, and
have less to lose and more to gain from innovation (O’Malley 2011), including the
type of innovation that addresses social or environmental issues (Cohen and Winn
2007; Senge and Carstedt 2001). They are transformational leaders that inspire,
provide intellectual stimulus, and care deeply about people and the environment.
And leadership and inspiration are crucial to move towards sustainability in the
luxury sector (Gardetti and Girón 2014). Personal values are very important: ide-
alistic values regarding environmental and social goals can be translated into
valuable economic assets (Dixon and Clifford 2007). These entrepreneurs inspire
and guide the fundamental transformation that sustainability requires (Egri and
Herman 2000). Some of them were equally able to impact the decision-making of
the giants. For example, Tesla Motors, a Silicon Valley car manufacturer founded
during the last decade, was able to prove that eco-friendly electric cars can be
appealing and efficient.1 Their success is credited for pushing BMW to develop a
green offering, despite it being centred on performance and polluting cars.2

1Several attempts have been made to create an environment friendly car. However, most of them
were sacrificing aesthetics, and suffered of range and practicality issues (i.e. Chevrolet Volt, Nissan
Leaf, etc.) discouraging customers. Tesla was able to demonstrate for the first time that electric
cars are both viable and attractive.
2For example, http://www.greencarreports.com/news/1096051_audi-bmw-mercedes-porsche-
electric-cars-to-target-tesla-model-s-plug-in-hybrids-too.
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And, in practice, the characteristics prevailed in the process of the first four
editions of the IE Award for Sustainability in the Premium and Luxury Sectors at a
global level.3

Yet, despite the increasing interest for sustainable entrepreneurship, and in
particular in the sector of luxury, there remains considerable uncertainty regarding
the nature of entrepreneur’s role in the area of sustainability and how it may unfold
(Hall et al. 2010). In particular, we still have little understanding of how entre-
preneurs in the luxury industry discover and develop those opportunities that lie
beyond the pull of existing markets and why they decide to embark in such an
unusual and uncertain journey. The aim of our study is to be a first step towards
answering these questions.

4 Objectives and Work Methodology

The purpose of this study is not only to get to know what entrepreneurs understand
by sustainable luxury and, particularly sustainable luxury fashion, but also to learn
their vision about the future of this sector.

To develop this paper, the authors conducted an open question survey to fifteen
entrepreneurs of different nationalities with sustainable fashion projects in the
premium and luxury sectors. See the questions in Appendix. All these entrepreneurs
participated in the IE Award for Sustainability in the Premium and Luxury Sectors.
Some of them won in the category “fashion and accessories” and others reached the
final stages of the award. In addition to the results stemming from the survey, we
have also relied on insights emerging from in-depth analyses of several case studies
of entrepreneurship in the sustainable luxury sector, which have been published in
Gardetti and Giron’s (2014) book. The book recognises the exemplary work done
by several organizations like the London based Elvis and Kresse that reuses fire-
fighters’ hoses to create handbags and belts; Aïny Savoirs des Peuples of France
that focuses on selling organic cosmetics and contribute in the development of
indigenous communities in South America or We Are Knitters of Spain that surfed
on the knitting and do it yourself trends to sell natural Peruvian wool.

5 Findings

One of the main findings derived from the surveys as well as the in-depth
interviews realized with the sustainable entrepreneurs subject of our study, is that
they both have common features and stark differences. In what follows we will

3The main purpose of this Award is to acknowledge the culture and practice of sustainability in the
premium and luxury sectors, and hence of their communication, in order to encourage “more
sustainable” and, therefore, “more authentic” sectors.
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details the communalities and differences that span across a wide range of
interviewees.

5.1 Two Different Understandings of “Sustainable Luxury
Fashion”

As can be seen from the appendix, our survey includes four sets of questions. The
first question inquires about the entrepreneur’s personal understanding of the
concept of sustainable luxury fashion. The third one focuses instead on explaining
they key factors that make the studied enterprises sustainable. Given that all the
entrepreneurs’ interviewed belonged to the Sustainable Luxury Fashion industry,
our initial assumption was that entrepreneurs would give similar answers to ques-
tions 1 and 3, or that we would find at least some of the components of question 1
reflected in their answer to question 3. Our findings revealed instead that this was
not always the case. Specifically responses revealed the existence of two categories
of sustainable luxury entrepreneurs (see Fig. 1):

– The first category of entrepreneurs, which we have called “Integrators”, share a
holistic view on sustainable luxury. Indeed, eight of our respondents directly
associated ‘sustainable luxury’ as both outstanding products and sustainable
practices at the same time. In that sense, their answer to question 3 (keys to
sustainability) was similar or englobed part of their answer to question 1 (un-
derstanding of sustainable luxury fashion).

– Contrary to our expectations, however, there exists a second category of
entrepreneurs whom we have labeled as “Decouplers” because, unlike the
previous set of entrepreneurs, they decouple the concepts of Sustainability and
luxury and seem to regard “sustainable luxury” as two components: luxury on
one hand, sustainability on the other. Indeed, 6 entrepreneurs out of the 14 gave
different answers between question 1 and 3. Their answers answer to question 1
seemed to regard the product itself, and words like “Quality”, “Durability”,
“Materials” and “Design” were frequently used. However, the entrepreneurs did

IntegratorsDecouplers

`Sustainable Fashion´ 

Outstanding Product (among others 
because of sustainable process) 

`Sustainable Fashion´ 

Outstanding 
product 

Sustainable Process 

Fig. 1 Two types of sustainable luxury entrepreneurs. Source Made by authors
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not mention the sustainable aspect/production of the product. Their answer to
question 3, on the other hand, introduced the sustainable aspect of the products.
For example, entrepreneurs referred to aspects such as using “upcycled mate-
rials” or “a sustainable approach in each of the life cycle phases of our products”
and “giving authorship and pride back to the artisan”.

Thus, it is only when specifically asked about sustainability that those entre-
preneurs include it in their answer. The sustainable aspect of a luxury brand,
according to those entrepreneurs, usually comes from traceability, sustainable
materials and respect of the artisans. Therefore, it seems like luxury is often
assigned to the object/product itself while sustainability is assigned to the process.
This observation comes in contradiction with the answers given by the second set of
entrepreneurs who have sustainability aspects as a prominent aspect of their notion
of sustainable luxury, as exemplified by the following responses to answer 1: “…
incorporates sustainable strategy across environmental, social and economic
aspects” and “will contribute to, rather than detract from, the lives of all current and
future potential stakeholders and citizens.”

In many ways we can say that the Decouplers share the same approach to
sustainable luxury as traditional luxury brands which have recently adopted
strategies that might help improve the sustainability of their business, while pre-
serving their financial interests. Memorable examples are those of Loro Piana and
Ermenegildo Zegna, two Italian high-end brands that developed a local culture of
vicuñas in the Peruvian Andes, respecting the environment, empowering local
societies and benefitting to their business. Even famous French brand Saint Laurent
Paris has created capsule collection made out of vintage fabrics.4 This increased
attention underlines a higher awareness where the future of the planet is valued
much more than a simple Corporate Social Responsibility program. The Integrators
instead, stand out from traditional luxury brands in the sense that they have created
their businesses in the first place in order to give a new more authentic meaning to
luxury.

5.2 Personal Motivation and the Identification of a Need
Versus Its Creation

A clear pattern in motivations emerges with most of the entrepreneurs falling into
two categories. Most of the Decouplers have started their social business after
having identified a need in the market, which was the core motive for the creation of
the venture. On the other hands, many of the Integrators first founded their business
idea/product out of passion and then created the need for their products in the

4An article by the French version of Vogue relates the information (retrieved on March 11th,
2015): http://www.vogue.fr/mode/news-mode/articles/la-collection-new-vintage-iii-dyves-saint-
laurent/18970.
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markets in which they were involved. For the latter, the motive that pushed them to
create their social business was the will to do something good for society of the
passion for a material. Market opportunity was not what triggered their businesses.
However, it may be interesting to note that the company We Are Knitters followed
both behaviors described: They first felt passionate about the product and then
succeeded in identifying in the market prior to launching their venture. In any case,
available information does not allow us to assess whether one pattern is more
successful than the other.

5.3 Different Generations and Views of the Future

While the entrepreneurs interviewed varied in their personal background and pro-
file, a closer look at the age distribution across the two categories identified above
reveal some interesting insights that might deserve a deeper inquiry in future
studies. Indeed, the average age of the entrepreneurs, as a whole, is 35.31 years old.
However, on average, the set 1 of entrepreneurs is higher than set 2: the first is
38 years old while the latter is 32, which suggests that some age factor could be at
play in the differing approaches taken by entrepreneurs with respect to sustainable
luxury.

In addition, another trend appears in relation to the views our entrepreneurs hold
about the future. To the question whether they think that think brands will continue
integrating sustainability to their business, or whether, in contract, the number of
those doing it will decline, Decouplers are of the view that the integration of
sustainability will happen, but remain sceptic that its success will depend on
external forces such as market, entrepreneurial commitment or consumer knowl-
edge. Integrators, on the other hand, are quite affirmative about the successful
integration of sustainability and used phrases such as ‘for sure’, ‘will increase’,
‘will become a norm’. Underlying this more optimistic view of the future of sus-
tainable luxury seem to be a belief that there exists a broader and growing con-
sensus among all stakeholders of the organization (industry members but also
consumers regulators and the general public) about the importance of having sus-
tainability as a key aspect of the very definition of luxury.

5.4 Additional Insights

Beyond the insights derived from the survey, interviews and desk research on the
sustainable luxury entrepreneurs featured in Gardetti and Giron’s (2014) book
reveal some interesting patterns described below.

An entrepreneurial mindset: just like conventional entrepreneurs, the ones
examined in this study exhibit “typical” entrepreneurial attitudes and mindsets. For
example, either from the creation of the business or throughout the venture’s
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journey, the entrepreneurs in this book have paired-up or have heavily relied on
their team. The second pattern identified regards their attitudes toward failure.
Many of them have experienced previous setbacks but see failure as a powerful
learning tool and insist on the importance of overcoming the difficulty and growing
from it. Last patterns regards the feeling of never being satisfied that some of the
entrepreneurs share. They always want to keep on improving every aspect of the
business, especially with respect to the sustainability aspect of their business.

Environmental and Social Impact: Most of the social ventures presented ana-
lyzed in this study have a social impact on a developing community or supports
causes from which their product is derived. However, the impact those businesses
have on their community is very wide. Among the social businesses, the entre-
preneurs could either focus on environment, society or environment and society.
Yet even for the ventures started out of the passion for nature such as Elvis and
Kresse5 or Estancia Peuma Hue,6 the business has a positive impact on the society.
Thus, no ventures presented in this book are engage only in sustainable environ-
ment and many are active both for the society and nature, and some of them, such as
AÏny savoir des peuples7 have focused their effort on promoting native commu-
nities in developing countries.

Supply Chain: As explained earlier, sustainable luxury often involves a complete
reevaluation of the supply chain and production processes. However, our research
indicates that this is easier said than done as working out successfully through the
production chain was a challenge for many of the entrepreneurs examined.
Specifically, half of these entrepreneurs faced a same difficulty: finding a producer
that accepts to work with their unusual material or production pattern. This diffi-
culty illustrates probably the fact that we are dealing with visionaries who are in
many way ahead of their time. In that sense, they often need to create a completely
new commercial/entrepreneurial set up to design, manufacture and distribute their
products or services.

6 Discussion and Conclusions

The field of luxury is witnessing today a strong shift that realigns its priorities and
resets its values, morals and finalities. This change, largely due to a strong shift in
consumers’ perceptions and expectations has forced several luxury powerhouses to
question their methods and practices and rethink the image and lifestyle they are
promoting. The materialistic approach, largely promoted during the last decades has
been ousted by more experience oriented conscious and responsible patterns that
value authenticity and respect for communities and human nature.

5http://elvisandkresse.com/.
6http://www.peuma-hue.com/.
7http://www.ainy.fr/.
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Formerly greatly disconnected from the increasing awareness about salient social
issues, luxury had to get out of its artificial bubble and to address growing customer
requirements in terms of sustainability, an issue attracting continuously attention in
the last years and affecting business practices in the world. If the luxury sector has
been only a little affected by the change until recently, it is now forced to com-
pletely rethink its methods, valuing sustainability and its three pillars: people,
planet, and prosperity.

But most importantly, the new mindset lead to the creation of a multitude of
start-ups in different countries that are eager to give a new more authentic meaning
to luxury. These innovative businesses follow an approach that diverges signifi-
cantly from the more static and conservative well-established powerhouses and
promote new diverse ideas in various fields. They are extremely entrepreneurial and
profoundly reactive, thus profiting of the larger firms’ inability cope rapidly with
change.

Our exploratory survey of 15 sustainable luxury entrepreneurs operating in the
fashion industry reveals two differentiated patterns. Older sceptic entrepreneurs
often assign luxury to the object/product itself while sustainability is assigned to the
process. On the other hand, the younger affirmative group of entrepreneurs sees
‘sustainable luxury’ as a combination of an outstanding product and a sustainable
process together.

Appendix: Survey to Entrepreneurs

1. Your Data

Name and Surname:
Gender:
Age:
Nationality:

2. Project/Brand Data

Brand or Company Name:
Country of origin of the project/brand:

3. About Luxury Fashion and Sustainability

Notes for respondents:
For this research work, sustainability means the integration of environmental,
social and economic aspects.
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(1) What do you understand for sustainable luxury fashion?
(2) About sustainable luxury future: Do you think brands will continue integrating

sustainability to their business? Or, in contract, do you think the number of
brands integrating this concept will decline? In both cases, why?

(3) In your opinion, what factors make your enterprise or business sustainable?
(4) Why has sustainability become your business core?
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The Family Business Phenomenon
as a Means for a Sustainable Business
in the Clothing Luxury Business

Elisa Giacosa

Abstract The family business phenomenon represents the most widespread busi-
ness model in the world, representing both a relevant source of growth, develop-
ment and economic stability, and a social determinant. The family business
phenomenon has an important role in the clothing fashion business, as a large
number of the medium and large companies operating are family businesses. The
chapter focuses on the family business model in the clothing luxury business. The
main goal is to analyse how the innovation strategy implemented by family busi-
nesses operating in the clothing context could represent a means of sustainable
development in the society, in terms of economic, social and cultural aspects.
Indeed, thanks to its history and reputation, the family could increase the integrity
of its business, generating a positive impact both on its turnover, on the employ-
ment and, in general, on the society. In addition, the clothing luxury democrati-
zation makes a choice in a scale of desires. As the luxury is a social value
manifestation within the community, the possession of a clothing luxury product
leads to certain individual benefits, expressing the extent to which a person belongs
to a certain social class. Consequently, the luxury could be a synonym of culture, art
and innovation, instead of a simple vehicle for companies to make money. The
theoretical framework is based on the study of Miller and Le Breton-Miller model
(Managing for the long run: Lessons in competitive advantage from great family
businesses. Harvard Business School Press, Boston, 2005), which identified a series
of family business success drivers which, in a strong combination, impact on both
strategic decisions and daily management. We created a qualitative model, identi-
fying a series of specific features of family businesses which constitute a compet-
itive advantage in the context of clothing luxury fashion, in order to make the
generate a “sustainable luxury business”. This model was created by means of a
qualitative method: despite criticism of its trustworthiness, the qualitative method
was used due to the fact that it allows for an accurate understanding of the dynamics
of the family business, which is a complex context, while avoiding a purely
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descriptive approach which would be equally limiting. In addition, the effectiveness
of the framework theories can be directly contextualised in the analysed sector.
Lastly, the qualitative method is frequently used in family business research, both to
understand the family decision-making process and to compare family businesses
and non-family businesses. The choice of this topic is due to a lack of studies in the
literature on the impact of the family variable on the innovation strategy in the
clothing luxury business. In fact, analysis of the contents of the major family
business journals and books revealed that no research has been published on this
subject.

Keywords Family business phenomenon � Luxury business � Clothing luxury
business � Democratization � Sustainable luxury business

1 Introduction

The family business phenomenon is considered as the most widespread business
model in the world (Acquaah 2013; Contò et al. 2014; Mediobanca 2013), repre-
senting both a dominant source of growth, development and economic stability for
several countries (Culasso et al. 2012a, b; IFERA 2003). In addition, family firms
(FFs) have a positive impact on regional competitiveness and its drivers (Viassone
2009; Vrontis and Viassone 2013).

In the European context, 60% of the companies are FFs, compared to 80% in the
United States. In Italy, FFs are especially small and medium-sized companies,
representing a distinctive factor in the economic context and producing around 70%
of the total Italian GDP (Bertoldi 2015).

For this reason, many researchers have focused on the phenomenon (Astrachan
and Shanker 2003; Claessens et al. 2000; Colli 2013; Culasso et al. 2013; Faccio
and Lang 2002; La Porta et al. 1999; Morck and Yeung 2004; Garcìa-Ramos and
Garcìa-Olalla 2011).

Family business phenomenon is involved in several economic sectors, such as
luxury fashion business. In Italy, where the luxury fashion context is so strong
(Giacosa 2011, 2012; Vecchi 2008), 80% of the medium and large companies
operating in the luxury context in Italy are family businesses (Osservatorio
AIDAF-Unicredit, Bocconi (AUB) 2011). Therefore, the family business phe-
nomenon has an important role in the clothing fashion business, becoming a driving
force despite the world consumption crisis. Thanks to a joint presence of historic
family businesses and large multi-brand groups, the FFs in the clothing fashion
business continue to attract domestic and foreign customers, reaching interesting
performances.

The luxury context is affected by a strong competitiveness and new paradigms—
which impact on the companies’ business models—try to face this problem: a slow
process of democratisation, and a market globalisation. Firstly, a luxury democ-
ratization is coming (Silverstein and Fiske 2003a, b): many luxury companies have
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been reducing the exclusivity of their items, permitting a wider range of target
customers and the company to look for profitable opportunities outside their usual
market niche. Luxury has expanded into affordable luxury segments, generating a
less marked social stratification and permitting a wider range of customers to
purchase luxury products. Therefore, luxury democratization creates a choice in a
sense of desires. As the possession of a luxurious product is a kind of social
manifestation (person expresses belonging to a certain social class), it leads to
certain individual benefits. As a result, luxury doesn’t have to be understand as
simple instrument used to make money but as a synonym of art, culture and
innovation, and as a manifestation of a certain social status. As a consequence of the
democratisation process, the luxury industry has sometimes sacrificed its integrity
(Thomas 2007), in terms of historical corporate values and familiness factor. This
causes damaging the corporate image, in terms of reputation and legitimacy
(Giacosa 2012).

Secondly, the market globalisation negatively impacts on luxury pureness by
moving production processes to such countries. The transfer of manufacturing
process might cause a decline in the quality status of the luxury products and,
consequently, in the brand image: for instance, French haute couture started its
decline when production processes was outsourced in foreign countries. Therefore,
any company that decides to outsource in certain countries should consider the risk
of losing its luxury status, and have to strengthen its country of origin factor
(Kapferer and Bastien 2009; Corbellini and Saviolo 2009).

Consequently, literature has stressed on a sustainable luxury: a sustainable
luxury development is a new paradigm, and requires looking at company’s business
model in a different way. While luxury business maintains its role as a social
determinant, despite the democratization process (Kleanthous 2011) and the market
globalisation, it needs to be a vehicle for more respect both the reaching of good
companies performance, environment and social development, cultural art and
innovation of several nationalities, and conserving local craftsmanship (Gardetti
2011).

The chapter focuses on the family business model in the clothing luxury busi-
ness. The main goal is to analyse how the investments strategy implemented by a
family firm could represent a means of sustainable development, in terms of eco-
nomic, social and cultural aspects. Indeed, thanks to its history and reputation, the
family firm could increase the integrity of its business, generating a positive impact
on its turnover, on the employment and, in general, on the society. Consequently,
the involved companies needs to follow an internal change approach, thus
encouraging sustainable business practices across all functional areas.

The chapter is structured as follows. A short background on the luxury business
and on the innovativeness of family businesses has been made in the second section.
The research method is outlined in the third section. The description of solutions
and recommendations is conducted in the fourth paragraph. Finally, the conclusions
and implications of the study are set out, along with the limitations of the research.
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2 Background

The luxury context is not easy to define, as the literature gave several definitions for
different reasons (Chevalier and Mazzalovo 2008; Corbellini and Saviolo 2009;
Giacosa 2012; Jackson 2004):

– firstly, due to different interpretations and contextualization, meaning that
individuals consider in a subjective way if a product is luxurious for them;

– secondly, social value of a luxury product depends on the context and a sphere
of action;

– lastly, doesn’t exist a single sector for luxury items but several sectors are
involved, such as core luxury sectors (they are traditional luxury sectors, such as
clothing, accessories, jewelleries and watches, cars, perfumes and cosmetics)
and new luxury sectors (which have began to enter the luxury market, such as
tourism and catering, wines, spirits and other gourmet products, and furniture
and household items). Consequently, many values and sectors permit the cus-
tomers to demonstrate their membership of a certain social class.

Focusing on the clothing luxury business and for making a complete contextual
framework, it was necessary to qualify the type of offer to meet the needs of the
customers. For this reason, we could distinguish different typologies of clothing
luxury fashion, according to affordability of a brand (Chevalier and Mazzalovo
2008; Giacosa 2011; Okonkwo 2007):

– non-affordable clothing luxury fashion: products are characterized by out-
standing quality and creativity, and high price is affordable for a select few
customers. Products are created in limited editions or one-off pieces, are
handmade or semi-handcrafted, are customised or tailored, and give the cus-
tomers a high social status. De Grisogono is an example of non-affordable
clothing luxury fashion in the field of jewellery;

– affordable clothing luxury fashion: price is more affordable than in case of
non-affordable clothing luxury, despite a satisfactory quality and strong stylistic
content. Customers could perceive the social status of the brand, which gener-
ates a sense of belonging to a certain social group (Kapferer and Bastien 2009,
2012). Missoni is an example of non-affordable clothing luxury fashion in the
field of clothing luxury.

One of the topic analyzed in the luxury context is represented by the innovation
strategy. Innovation strategy constitutes a set of factors such as human resources,
goals and perspective, having as an objective ensuring the company’s long-term
survival (Giacosa et al. 2014a, b; Re 2013) and in the luxury context the innovation
strategy has specific features (Giacosa 2012).

We said that family business phenomenon is widespread in the luxury fashion
business. For this reason, we focus on this phenomenon.
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One of the dominant research topics in family business is represented by the
management of innovation, as the innovation strategy represents a critical issue for
family businesses (Aronoff 1998; Craig and Moores 2006).

Many researchers categorized internal, external, and a mixed innovation solu-
tions (Cohen and Levinthal 1990; Chesbrough 2003; Schilling 2009) in the family
firms business model. In addition, the products and processes innovation has been
distinguished and has relevant theoretical and practical consequences, even if this
distinction is not always clear cut (Adner and Levinthal 2001; Bresciani 2009,
2010; Bresciani et al. 2015; Sood and Tellis 2009).

Innovation strategy in family businesses stimulated different branches of
thinking (Craig and Moores 2006; Culasso et al. 2012a, b, 2013):

– family businesses have been considered less attracted by innovative policies
than non-family businesses, due to a more risk aversion. Indeed, innovative
investments are generally risky and uncertain (Block 2012; Bresciani et al.
2013a, b; Chen and Hsu 2009) and these features impact on their
decision-making process. In addition, there is a concentration of ownership in a
few persons (such as family members or family members and non-family
members) that increases aversion risk. Researchers stated that family businesses
are more conservative in relation to innovative investment and less interesting in
performing new risky opportunities (Chrisman and Patel 2012; Czarnitzki and
Kraft 2004; Dunn 1996; Matzler et al. 2014; Munoz-Bullon and Sanchez-Bueno
2011;

– conversely, family businesses have been considered more attracted by innova-
tive policies than non-family businesses, as their sense of long-term investment
as well as vision is much stronger (Chua et al. 2009; Le Breton-Miller and
Miller 2006; Zellweger 2007; Zellweger et al. 2012). Family firms are aware
that thanks to innovation they can improve their competitiveness in long-term
period (Astrachan 2010; Cefis and Marsili 2005; Zahra et al. 2008).

– more recent studies focused on the combination between traditional and inno-
vative strategies (Re 2013), thanks to which the innovative policy increases its
competitive advantage over generations (Kellermanns et al. 2008).

Behaviour of family businesses in terms of innovative strategy has been delin-
eated. The “familiness” factor (Arregle et al. 2007; Frank et al. 2010; Irava and
Moores 2010; Minichilli et al. 2010; Sirmon and Hitt 2003) impacts on the family
businesses behaviour and, in particular, on the attitude for a long-term vision in
their investments strategy. The familiness factor represents a key factor in their
competitive advantage, as it consists of a series of special, characteristic compe-
tencies, abilities and resources which result from the interaction between family
members and their involvement in the business, which is higher than in non-family
businesses.

The familiness factor impacts on the capital invested, defined as “patient capital”
(Dobrzynski 1993; Teece 1992). Investments are focused on creativity and inno-
vation with a long-term vision, respecting in the same time tradition and unity of the
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family business; if it comes about money invested—they don’t have a predicable
return. In relation to the values which luxury brand should hold, only so-called
patient capital is considered as perfect for long-term creation of them.

Alternately, instead of considering the familiness as a single variable, the family
business has been considered as a set of heterogeneous ideas, objectives, family
spirit and attitude (Block 2012; Carcano et al. 2011; Hülsbeck and Wirsching 2014;
Sirmon et al. 2008). This values impact on the innovation strategy and, in particular,
on the strengths and weaknesses of the company due to several factors, such as
(Astrachan and Jaskiewicz 2008; Naldi et al. 2007; Zellweger and Astrachan 2008),
family unity, relationship between company’s goals and a family and its emotional
attitude to the company, dimension and age of a company, family risk propensity,
business features; as well as capital structure in the context of frequency and types
of leverage.

3 Methodology

The main goal of the chapter is to analyse how the investments strategy imple-
mented by family businesses operating in the clothing luxury context could rep-
resent a means for sustainable development, in terms of economic, social and
cultural terms.

Our framework is represented by Miller and Le Breton-Miller model (2005),
where a range of family business key success drivers have been identified, having a
significant impact on strategic decisions and daily management as well, and rep-
resenting a competitive advantage in terms of luxury fashion.

The methodology of present research has been conducted in the following
phases:

– the first phase: we analyzed existing literature concerning the luxury business
and the innovativeness of family businesses, as it enables to understand the role
which investments strategy has in developing the company competitive
advantage and development of the context;

– the second phase: as the objective was qualitative in nature, the treatise was
conducted using qualitative approach. Thanks to the observation of multiple
internationally-recognized clothing luxury medium-sized companies, which are
characterized by a highly innovative business approach that has been handed
down from generation to generation, our analysis has been possible.

The second phase requires deepen illustration. We created a qualitative model
which identifies a series of specific features of clothing luxury family firms inno-
vation strategy, which reflects a competitive advantage in terms of clothing luxury
fashion to ensure a sustainable luxury business.

Despite criticism of the qualitative method, we decided to apply it. Our choice
permits an accurate understanding family firms dynamism as it constitutes a
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complex issue, and averting a descriptive approach which would be equally lim-
iting. Moreover, effectiveness of the qualitative methods applied can be directly
adapted in the luxury context. Lastly, this kind of methods are commonly used in
family business research because of the possibility of understanding better the
family decision-making process and because the qualitative methods permit a
comparison between family and non-family businesses (George and Bennett 2005;
McKeown 2004; Yin 2009).

To create our model, schematic view (Lau and Woodman 1995) has been used,
as it enables identification of a series of key issues and critical factors which
simplify and support the decision-making process carried out by management
and/or ownership, according to the considered issue. Selection of the schematic
view is justified by the following reasons:

– it facilitates the challenges which the management has to face, considering any
signal deriving from the external environment and from the analysis of the
company’s circumstances;

– the recipients are enabled to develop several valuable insights into phenomenon
discussed, which allow to take a look at the business’ state of affair and simplify
the decision-making process;

– the final model enables to define a number of key issues and simplifies a further
reasoning.

This topic has been chosen due to a lack on the issue of implementing a sus-
tainable business into the clothing luxury context, especially thanks to investments
strategy. The most important research databases like Google Scholars, EBSCO as
well as international journal on family business (Family Business Review, Journal
of Family Business Strategy) don’t pay attention this problem, overall by using a
qualitative method, which is adequate because of the reasons highlighted before.

This study is interested in solving the problem of understanding and identifying
the benefits of investments for the companies in the clothing luxury sector, in terms
of sustainable luxury.

4 Solutions and Recommendations

The luxury business is characterized by a strong competitiveness. To gain the
competitive challenge, several number of companies moves production processes to
the countries where the labour costs are lower. This action can lead to deterioration
of the brand image and can create a risk of losing the luxury status; therefore the
company should take into consideration this risk and reinforce its country of origin
factor.

In addition, a few luxurious companies have started to reduce the exclusivity of
their products in order to extend a range of potential customers, allowing the
company to gain new opportunities beyond an usual market niche. As a result, the
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luxury, in the context of familiness factor and historical corporate values, some-
times suffers on its integrity (Thomas 2007), what has a negative impact on the
company’s image (its reputation and legitimacy) (Giacosa 2012).

For the reason mentioned above, companies has to pursue a sustainable luxury:
the luxury phenomenon should be an instrumentality of reaching good companies’
performance, respecting the environment and social development, cultural art and
innovations of several nationalities, and protecting in the same time local crafts-
manship (Gardetti 2011; Giacosa 2011). To reach this purpose, the company may
introduce an effective and efficient investments strategy and the choice of this
strategy business model depends on several variables, reflecting the features of each
company.

Thanks to the schematic view, and to reach the purpose of the research, we
referred to our framework (Miller and Breton-Miller 2005), which identifies a series
of key issues and critical factors whose role is to support and simplify the man-
agement and/or ownership in the decision-making process, considering the
investments strategy. The purpose is then to approach a sustainable development in
economic, social and cultural context. According to the framework, the critical
factors thanks to which our business model is properly matched are presented
below:

• Continuity: one of the relevant features of the family firms is a certain continuity
in reaching the company mission, which requires the ownership of several core
competencies necessary for reaching the goals in a long-term vision and
achieving or maintaining the competitive advantage;

• Community: family firms need to create a strong sense of belonging to the
company, which is due to a strong unity and collaboration between the human
resources;

• Connections: family firms need to establish a potent sustained relationships with
several external parties, to enable developing a productive network favourable in
the long-term competitiveness of the company;

• Command: family firms, especially small and medium-sized ones, have a
freedom in the context of actions and are able to make a fast decisions in
reference to management and innovation.

Taking consideration to our framework, we created a new model, identifying a
series of specific features of family firms thanks to which the investments strategy
could represent a means of sustainable development, in terms of economic, social
and cultural aspects. The key drivers are the following (Fig. 1):

• Company heritage;
• Long-term vision in the investment attitude;
• Specialization;
• Relationships;
• Innovativeness.
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Recognition of the key drivers mentioned above was necessary to understand
how the investments strategy of clothing luxury fashion family firms could help to
promote a sustainable luxury.

(A) The company’s heritage

Firstly, the innovation strategy has to consider corporate heritage values (Bordieu
1977; Davis 1983) (Fig. 2), reflecting a history heritage, which constitutes an effect
of accumulation over time of the features handed down through the generations
(such as trust, reputation, values and prestige), in order to give a company’s brand a
long-lasting authenticity (Davidow and Narva 2000; Eckrich and Loughead 1996;
Lambrech 2005; Narva 2001, 2010; Perricone et al. 2011). For example, in Missoni
the corporate heritage values reflect the family’s philosophy, which is the same
across generations.

The company’s heritage is is related to the company’s reputation. For this rea-
son, innovation has to consider the elements of the corporate heritage having as an
aim the protection of the company’s brand perception (Lipovetsky and Roux 2003).
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model. Source personal
elaboration
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Fig. 2 Corporate’s heritage.
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Perception of the heritage factor is so relevant, since the patrimony of the firm’s
history helps to strengthen a prestige of the brand. That is why the brand’s repu-
tation constitutes so important element in a family business: it reflects not only the
company, but also the family (Attanzio 2011; Ferda 2010).

In its products range, the company should offer an internal quality of perfection,
meaning that a company’s attention about details in terms of production and cus-
tomer relations management has to be coherent with the traditional corporate val-
ues. Strong attachment to the corporate heritage is the only feature which helps to
keep the consumer’s loyalty, reducing the customers tendency to abandon the
brand.

In addition, the prestige of the brand is also due to the quality level of the
products: when the quality level is not in line with the brand value, the quality
factor impacts on the customers perception (Bresciani et al. 2013a, b).

Also the policy price impact on the company’s heritage. Indeed, variation of a
price depends on the availability of the luxurious product. For instance,
non-affordable luxury goods companies practise a policy of Everyday High Pricing,
i.e. price is not reduced during the sales season, and in this way the companies can
record long-lasting clientele level, increasing products’ attractiveness for the con-
sumer. De Grisogono, for instance, doesn’t make reduction price. Process of pro-
duct’s price decrease could be considered by the customer as non-luxurious, and in
result could lead to losing the consumer’s loyalty (Aaker 1997; Dubois and Czellar
2002; Okonkwo 2007; Silverstein and Fiske 2003a, b). On the contrary, affordable
luxury goods companies apply the policy of High/Low Pricing, what means that
during a season high price is set out; then, during the sales period a company
reduces a price of non-continuative products. In this situation, the level of legiti-
macy threshold has to be raised up in order to improve business opportunities.

If the innovation strategy doesn’t respect the brand identity, the products are not
compatible with brand identity; in addition, the products are not in line with the
permanent stylistic identity of the company (Kapferer 2008). Therefore, a wrong
innovation strategy damages brand’s prestige reflects a symbolic issue differenti-
ating the product, and strengthens social status of individual who is wearing it (Ko
and Megehee 2012; Miller and Mills 2012; Shipman 2004). A wrong innovation
strategy might cause a non sustainable business in terms of the respect of com-
pany’s heritage.

In particular, in the case of non-affordable luxury, damage of the corporate’s
heritage has negative impact on the sense of rarity, reducing the sense of presti-
gious. For instance, in the case of the Channel or Kelly products, limited production
or long waiting time are the factors which lead to increase the sense of rarity and
luxury of their products, making the brand even more exclusive.

In order to obtain a sustainable business, protection of the corporate’s heritage
should be extremely important issue, even if the fashion collections reflect a strong
variability in every season. Indeed, mentioned collections have to be linked also to
brand identity (De Chernatony 2001; Fabris and Minestroni 2004; Kapferer and
Bastien 2009, 2012; Ross and Harradine 2011) reflecting the heritage factor, to
which a customer showed his loyalty in the past. The identity of a luxury brand has
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a relevant impact on the attractiveness and prestige of the product and highlights its
internal quality, rarity and creative content. Even if the fashion trends need to vary
each collection, Max Mara collection tends to be aligned to the corporate’s heritage.

The maintenance of the corporate heritage has to be related to the degree of the
brand’s exclusivity and to be aligned to the customer perception in terms of social
status. In this context, different strategies depend on the luxury typologies:

– in the case of affordable luxury, the aim is to enhance the brand’s attractiveness,
strengthening in the same time the customer’s loyalty: increase of the com-
pany’s marketability and gaining the competitive advantage is possible thanks to
strong creativity and innovation activity;

– in case of non-affordable luxury, the aim is to improve the intrinsic value of the
products, leading to the situation where some products are affordable not for
each customer but for a few selected.

In both cases, the company should take into consideration needs of all customers
(Moody et al. 2010): therefore, the innovation strategy constitutes the instrument,
thanks to which a consumer is able to satisfy his own needs, also in terms of social
class achievement. Reaching this purpose, the business becomes sustainable also in
relation to the consumers’ satisfaction.

(B) The long-term vision in the investments attitude

Family firms are characterized by a longer-term vision in their investments strategy
(Fig. 3) than non-family businesses (Block 2012; Chua et al. 2009; Le
Breton-Miller and Miller 2006; Miller and Le Breton-Miller 2003; Sirmon and Hitt
2003; Uotila et al. 2009; Zellweger and Sieger 2012).

This is due to the purpose of the family firms, where the transfer of the company
to the next generation is typical; consequently, a long-term vision is coherent with
the transfer of the company to the future generations (Basco and Rodríguez 2009;
Neumann 1997; Ward 1997; Zellweger 2007).
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The long-term vision indicates only a choice of investments and developing the
most appropriate conditions for generating value over time (Davis 1983;
Habbershon and Pistrui 2002; Naldi et al. 2007; Zahra 2005; Zahra et al. 2004).

If the entrepreneur or the management has not the prospect of a company’s
activity continuation (James 1999), their attitude to the company is less strong
(James 1999). In this situation, shareholders’ priority is no longer the return on
equity in a short period of time, but the company’s survival and taking care of
maximizing the return on the company’s social and symbolic assets.

The attitude for a long-term vision of a family business in their investments
strategy is also due to a “familiness” factor. Human capital of the company has
relevant impact on the company’s familiness and improves a sense of community
and closeness between its members (Sirmon and Hitt 2003). For instance, Missoni
is characterized by a strong familiness factor, which has been strong also after the
disappearance of some family members last years.

In case of the absence of the company’s long-term vision the competition is very
hard. This is due to the fact that the brand’s creation and extending the mar-
ketability is a long-lasting process; that’s why only this kind of capital which
characterizes family firms is considered as perfect capital for creation all the values
which luxury brand should have.

A strategy with a short-term vision is not able to create and valorise a brand, and
leads to loss of its prestige in the long term period. Consequently, the company
should improve the brand’s exclusivity because only a strong luxury brand is able
to attract consumer’s attention, as the possessing this certain brand can increase his
social status.

Due to an ineffective investment strategy with long-term vision, the damage in
the prestige of the brand leads to the damage of the company’s image. This issue is
all the more marked, the larger a level of family engagement in management
process (Aldrich and Cliff 2003; Anderson and Reeb 2003), and the greater capacity
of adapting the company’s business is, and as a result, a positive features are linked
not only to the family, but also to the company (Micelotta and Raynard 2011;
Miller and Le Breton-Miller 2005).

Incorrect innovation strategy in terms of long-term vision might cause a non
sustainable business, generating a damage of both brand and long-term construction
of a series of values which a luxury brand should conserve.

(C) Specialization

Typically, family firms are limited in their investments strategy. In this context,
several reasons emerged: the investment sectors reflects an extension of the family
business operational area and evolution of its tradition (Morris 1998; Donckels and
Frohlich 1991); in addition, specialization (Fig. 4) constitutes a solution in case of
not achieving desired level of company performance (Chrisman and Patel 2012).
For instance, Damiani maintains a strong specialization into the jewellery sector.

Regarding to the family businesses, they are characterized by the tendency of
investing in the niche markets as opposed to non-family businesses: they focus on
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differentiating some product ranges operating in certain production phases, without
vertical integration in the value chain.

In case of small-sized family firms, lack of the capital obtained from the external
(limited bargaining power with banks caused by financial world crisis) and internal
factors (company’s age, dimension and growth rate) as well as family and
non-family ownership have a relevant impact on the specialization strategy
(Coleman and Carsky 1999; Harvey and Evans 1995; Mahérault 2000).

When the company’s strategy is not coherent with the company’s brand port-
folio, the company concentrates all its efforts and investments on a wrong object.
Additionally, brand’s attractiveness is likely to suffer, if the specialization is less
marked: we observe decrease of the effectiveness caused by the synergies between
the differentiated products which belong to different categories (Terzani 2007), as
well as decrease of the customer’s loyalty.

In addition, when the company’s strategy is not in line with the company’s
attitudes and know-how, the investments are not focused on the right products
range. This fact can cause both a dispersion of competencies and focus on the
products according to which the company is not competitive. It might cause a
reduction in the product range appeal and the increase of cost production.

The combination of these factors might lead to a non sustainable business, as it
generates both brand damage, and a wrong long-term construction of products
range appeal.

(D) Relationships

The creation of networks between the company and its external parties (Fig. 5),
such as suppliers of goods and services, is recommended (Dicken 1994; Flatten
et al. 2011; Giacosa 2012; Gulati and Martin 1999; Human and Provan 1997; Gulati
et al. 2000; Miles et al. 1999; Nieto and Santamaría 2010; Walker et al. 1997).

Typically, networks produce a cluster (Crestanello and Tattara 2011; Dunford
2006; Molina-Morales and Martínez-Fernández 2010; Vecchi 2008), in which the
companies reach a competitive advantage thanks to the sharing of resources, skills
and attitudes.
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Family firms are generally characterized by long-term relationships with other
parties based on trust (Walters 1982), which are necessary for increasing trust and
altruism. In this context, sharing the resources enables the network to generate
innovation.

The company has a wide range of relationships with numerous entities involved
in supply of products and services in both upstream production process (suppliers
and subcontractor) and downstream (distributors, the middlemen and the retailers).
Small family business manages this kind of relationships at personal level,
increasing the entities’ loyalty to the family business (Bresciani et al. 2013a, b) and
enhancing a sense of trust, what favours supply of the production factors. In gen-
eral, family business relies on long-lasting relationships with suppliers, based on the
trust and altruism (Anderson et al. 2005; Carney 2005).

The absence or the inefficacy in the relationships constitutes a negative factor for
the companies’ development and competitiveness. In particular, the absence or the
ineffectiveness of formal or informal relations becomes a barrier in exchanging of
resources and doesn’t permit the company to operate beyond its boundaries
(Ghoshal and Bartlett 1990; Garzella 2000; Lorange and Roos 1993; Liebeskind
et al. 1996; Rosenkopf and Almeida 2003; Zander and Kogut 1995).

When the company doesn’t participate in a cluster and the its skills and resources
sharing, the company reduces the possibility of innovation. It leads to decrease of
the productivity level and causes both an absence of a virtuous cluster-innovation
circle (Granovetter 1992; Hansen 1999; Schilling and Izzo 2013) and a regional
development.

In addition, the absence of the relationship between the company and its territory
generates the lose in customers attracting. It is caused by strong attitude to its origin
country, especially when it presents an important attachment to luxury fashion [this
trend is observed for example in case of Italy or France, which are considered in the
world as the centre of quality, glamour and exclusivity (Giacosa, 2012)]. The
absence of the respect for the origins of the company, its family and community
could impact on the possibility to maintain a strong attachment to the corporate
values, and also on the creation of a pleasant workplace. Think about Brunello
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Cucinelli: “the beauty of the area and attachment of his employees to their com-
munity of origin, combined with the tranquillity of the workplace, promotes the
creativity of the human mind. All our employees, regardless of their role, participate
in the life of the firm: each one knows that his/her work makes an essential con-
tribution to common growth; our ‘integral quality’ is the result of the inner quality
of each one of them” (www.brunellocucinelli.com/filosofia).

Concluding, the absence or the inefficacy in these relationships might cause the
reduction of the sustainable business, in terms of brand appeal (especially when the
brand is linked to a country of origin) and the possibilities to share resources and
skills within a cluster.

(E) Innovativeness

The company has to choose between an incremental or radical innovation,
depending on the purpose to reach, the perception of the customers and the com-
pany risk aversion. An incremental innovation might be adapted when a marginal or
slight adaptation of existing products is preferred; on the contrary, a radical inno-
vation consists of new products, different from that offered by the competitors.

The innovativeness (Fig. 6) has to be a combination between productive,
organizational and commercial aspects (Giacosa 2012):

– in productive aspects: stringent quality control has to be applied in order to
increase the product’s quality (O’Donnell et al. 2002). In this aspect is observed
a possibility of reducing the unacceptable manufacturing faults and improve-
ment of internal product characteristics, permitting the reduction of production
costs;

– in commercial aspects: the innovation strategy has to attract old and new con-
sumers. In particular, it takes into consideration the type, characteristic and
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location of the shops, as well as communication and marketing channels.
Multi-sensorial instruments are useful for attracting the consumers and distin-
guishing them from the competitors (Binz et al. 2013; Kapferer 2002; Poza et al.
1997; Ward 1997). New digital and innovative instruments (Donaldson 2011;
Geerts and Veg-Sala 2011; Ha and Perks 2005; Kim and Ko 2012; Okonkwo
2009) should evaluate the products features, creating new desires: consequently,
the brand myth invigorates;

– in organizational aspects: organizational structure of the innovation strategy
need to be improved, with the purpose to suit to the innovation strategy needs.
For this reason, a strong involvement of the human resources at every level is
necessary. Every functional area has to be involved, both in separately way and
considering the company as a whole system.

Brunello Cucinelli is a perfect example of innovativeness, as the company is
usual to maintain its core business, but using innovative processes to increase the
quality and the attractiveness of its product range.

When the combinations mentioned above are not present, it emerged the risk for
a limited vision of innovation. The innovation strategy creates a risk to be con-
sidered as a limited investments, not involving the company considered as an
integral system (Ferrero 1987; Cantino 2007).

In addition, each aspect discussed before, requires a strong connection between
creative group and management (Giacosa 2011): on one side, the creative group
must have an entrepreneur’s individual market’s vision, with the purpose to reach
attractive products range; on the other, the management group should reach to
company’s targets in economic-financial context, respecting in the same time
consumers’ needs and their preferences. When this combination is not present, the
company risks its survival in a long-term vision (Bresciani et al. 2013a, b; Tardivo
et al. 2011).

Lastly, the innovativeness should not be imposed at all costs, but only at the
innovative ones, to provide the company economic benefits and its positive per-
ception by the consumer, giving an incentive to purchase products. If the innovative
activity has not commercial results, it means that the survival of the company in the
future constitutes the priority, and the company uses the combination of creative
activity and commercial venture only to reached that aim (Giacosa 2012). In this
situation, lack of the commercial perspective leads to very low or even negative
performance of innovative products. Moreover, excessive innovation can results in
producing the items which imitate those one developed by the competition, and as a
result it can lead to commercial immediate damage (meaning reduction in turnover)
and a damage in long period of time (meaning damage on corporate image) caused
by careful customers’ evaluation. Concluding, an ineffectiveness or the absence of
innovativeness could represent a reason for reducing the company competitiveness
and, consequently, the sustainable degree of its business.
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5 Conclusions, Implications and Limitations

The luxury business is one of the most relevant industry in some countries, such as
Italy and France, representing a significant source of growth, development and
economics sustainability. The luxury business is characterized by a strong presence
of the family business phenomenon.

New paradigms affecting the luxury business (such as the process of
democratisation and a market globalisation) require a deepened company’s atten-
tion in defining its business model. On the one hand, the luxury democratization
reduces the exclusivity of the products. Even if the democratization permits a
choice in a sense of desires, the company risks to sacrifice its integrity, in the
context of historical corporate values and the familiness factor, what leads to
deterioration of the company image, its reputation and heritage. On the other hand,
the market globalisation has a negative influence on luxury pureness as it causes the
transfer of production process to the countries, where the production costs are
lower, but frequently the quality level is not so good. It results in deterioration of
both, the company’s brand image, and quality status of its luxurious products:
therefore, each company has to take into consideration the risks of losing its luxury
status, and strengthen its country of origin factor.

To face the risks mentioned above, the company needs to apply a sustainable
business model. In this research, we elaborated a business model which identifies a
series of specific features of innovation strategy of clothing luxury family firms. It
represents competitive advantage in terms of clothing luxury fashion and its aim is
to ensure sustainable luxury business in terms of economic, social and cultural
aspects. A sustainable luxury business respects very important issues, such as
environment and social development, cultural art and innovation, and protection of
local craftsmanship.

Our model identifies a series of specific features of family firms combination of
which could represent the meaning of sustainable development, in terms of eco-
nomic, social and cultural aspects. The following key drivers have been
distinguished:

• Company heritage;
• Long-term vision in the investment attitude;
• Specialization;
• Relationships;
• Innovativeness.

According to the company heritage, the maintenance of its values constitutes the
most important factor necessary for developing the sustainable business, even if the
fashion collections are characterized by strong variability every season. In fact,
every single collection should be coherent with brand identity, reflecting the her-
itage factor. On the contrary, when the company strategy doesn’t respect the brand
identity, the products are not consistent with permanent stylistic identity of the
company. This strategy generates a deterioration of the brand’s prestige, reduces
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social status of possessing it, and causes non sustainable business in terms of the
respect the company’s heritage. In particular, in the case of non-affordable luxury,
damage of the corporate heritage impacts in negative way on the sense of rarity,
reducing the prestige. It means that corporate heritage is a factor having extremely
high importance, without which developing of sustainable business is impossible
(even despite the fact, that fashion collections shows strong evolution every
season).

Secondly, the absence of a long-term vision in their investments strategy creates
a hard competition. Indeed, certain productive and commercial investments require
several years to be effective. Note the brands, which creation and recognition in the
market requires a long time. When the company has not elaborated a long-term
vision, it causes difficulties in obtaining effective investment, in both economic and
commercial terms. In addition, the absence of a prospect of continuation of the
company’s activity reduces the family members attachment to the company,
weakening the familiness factor. For this reason, a short-term vision of the business
generates harms in the brand’s valorisation, causing a loss of its prestige. A wrong
investments strategy can lead to developing non-sustainable business, meaning
damage of both the company’s brand as well as the construction of the set of values
which luxurious brand should have.

Thirdly, when a company is not in line both with the brand’s portfolio and its
attitudes and know-how, the actions and investments are focused on inappropriate
object. In addition, a low specialization might reduce the brand’s appeal. This can
lead to dispersion of competencies and concentration on the products in relation to
which the company is not competitive.

Fourthly, the absence or the inefficacy in the relationships with external parties
constitutes a negative factor for the companies’ development and competitiveness.
Indeed, exchange of different typologies of resources is not possible, and the
company can’t operate beyond its boundaries. It reduces the innovation opportu-
nities: consequently, it impacts on each productivity level of the company, on
regional development, and on the attractiveness of the products range. Concluding,
inefficient relationships with external parties (or their absence) result in deteriora-
tion of the sustainable business in the context of brand’s attractiveness (notably in
case when the brand is strongly related to a country of origin) as well as in terms of
sharing of competencies and resources within the cluster.

Lastly, the innovation strategy means opportunity for the companies to improve
their competitive advantage. Importance of the innovation strategy is approved in
economic and social network and, of course in literature related to business
research. In recent years, the innovation strategy has been considered as a way to
strengthen the business model, despite the consumption crisis. In other words,
ability of attracting foreign resources to invest in innovation strategy should be
analysed by researches in order to overcome the crisis situations. The absence or the
ineffective innovation strategy doesn’t permit to the company and its territory to
gain economic benefits and referring to innovative products—suggests positive
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sensitivity in the perception of the consumers. In addition, when the innovative
activity’s results are not good, it means that performance of undertaken investments
can be really low or even negative. This issue has a negative impact on the sus-
tainability of the business.

Only a combination between key factors previously discussed enables to
understand the issue of promoting a sustainable luxury by clothing luxury fashion
family firms. Importance of each key driver is equal. In addition, there is a joint
force of those factors which permits to strengthen the company’s business model,
making it more competitive in the international context. It derives from the unity of
the company’s system: company is defined as a system, while components are
interrelated in united manner. Only a marked combination of these components
allows the performance of the company’s activity. The system components are
connected together by intense relationships of interrelations and complementarities:
these relations make the company’s system is inseparable.

In addition, the company’s system functions in time only if the relationships
between the components of the company system are maintained. Indeed, the strong
relationships between its components favour the continuity of the system, despite
the significant internal and external changes of the company. In the luxury context,
the seasonal factor is very strong: nevertheless, according to the alternation of the
various collections, maintaining the relationships between components of the sys-
tem is a fundamental condition, without which the company’s survival would be
threatened.

The study has developed the following theoretical and practical implications:

– The theoretical implications are related to the potential of the proposed model in
the clothing luxury fashion business. The main benefits of the business model
proposed is by adopting it the strategies of investments can be managed in more
efficient end effective way, according to sustainable luxury. In particular, the
research analyses the role and the connection between several key factors, and
their impact on the business model in the analyzed context. Only a combination
between the mentioned key factors enable to understand the impact of clothing
luxury fashion family business can on promoting a sustainable luxury;

– The practical implications are linked to the luxury context, which represents an
interesting area of opportunities for companies in many typologies of
sub-context, such as the core luxury sectors and the new luxury sectors. In
addition, certain luxury business features reflect a competitive advantage
because they identify the optimal investment strategy in a better way, in terms of
the management of several factors (such as the company heritage, a long-term
vision in the investment attitude, the specialization; the external relationships,
and the innovativeness).

In current presentation a qualitative method has been chosen and we focused on
innovative approach of luxury companies. It would be interesting to extend the
research about the comparison of potential dynamics of the luxury sectors with
dynamics of other sectors, which have a special meaning for many countries like for
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example Italy and France. In addition, the usage of suitable econometric models
would be better to make a simulation of the impact of key factors developed by the
model on the investment strategy benefits.
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Craft’s Path to the Luxury Market:
Sustaining Cultures and Communities
Along the Way

Jana M. Hawley and Judy Frater

Abstract This chapter focuses on the value and place of traditional craft in the
luxury market. We argue that craft embodies a unique combination of skill with a
deeper expression of human values that transcend culture, time, and space. While
couture designers have often used craft artisans to produce their lines, we argue that
the craftsmen themselves can also have a pathway to the luxury market, thus
contributing to a shorter and more sustainable footprint. If luxury is defined as
something that is of high quality, limited quantity, creative, and rater—then indeed,
traditional craft qualifies.

Keywords Sustainable luxury � Artisans � Craftsman � Global markets

1 Introduction

Traditional craft embodies a unique blending of skill with a deeper expression of
human values that transcend culture, time, and space. Each work of traditional craft
is by its nature and heritage unique, evoking the bespoke. If luxury is defined as
something that is of high quality, limited quantity, creative and rare—then indeed,
traditional craft qualifies. While couture designers have often used traditional
craftsmen to develop their lines, we argue that the artisans themselves could also
have a pathway to the luxury market, thus contributing to sustainability. We explore
the value and place of traditional craft and what is required for traditional craft and
artisans to find their pathway to sustainable high-end markets and perhaps even
luxury markets.
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The definition of luxury is ever-changing, evolving now to encompass tenets of
sustainability. In Professor Montgomery’s essay on Craft the new luxury (2016) he
outlines four indicators that predict that craft and luxury will converge. When the
luxury market became more and more democratized, it began to lose its exclusivity,
an essential aspect of luxury. Crafts, those items made by human hands, are:
(1) unique (2) authentic to the maker, (3) sustainable to the maker and community,
and (4) tactile thus providing intimacy of touch. Exceptional craftsmanship for the
luxury consumer is a compilation of time, skill, passion, and ideas. Luxury con-
sumers want to distinguish themselves as people of taste and style and can
accomplish this with craft products that are instilled with the human traits of per-
sonality, knowledge, traditions, and memory. Traditional crafts can capitalize the
bespoke element and bring exclusivity in a new form.

Consumers of luxury products have often been seen as connoisseurs, that is
someone with an educated eye who can pass critical judgment. Connoisseurs
typically know a lot about the object and are able to pass judgment in the matter of
taste or relevancy. Connoisseurship, then, is a way of thinking or an attitude toward
an object. Those items that are handcrafted, small-batch, or artisanal are often
celebrated examples of connoisseurship. Just as wine connoisseurs pass judgment
on tasting notes, depth of color, provenance, aroma, or varietal, connoisseurs of
craft can recognize the nuances of handcrafted quality, the region from where it
derives, and its authenticity to the culture. In addition, connoisseurs of craft
products develop a relationship with the person who made the item, much like the
relationship between a bespoke tailor and the client. The result is a changed
landscape in the luxury market, moving the consumption of luxury goods away
from the relationship between the consumer and the brand toward a relationship
between the consumer and the maker. The authentication of the product becomes a
primary indicator of the relationship. As this occurs, master artisans will begin to
establish their place in the luxury market.

To make our point, we use the International Folk Art Market (IFAM) of Santa Fe
New Mexico, USA as an excellent example of the process by which traditional
artisans can reach higher end markets. Through the IFAM processes and events,
connoisseurs of traditional craft are being cultivated. We further illustrate our point
by using a case study of traditional artisans of Kutch, India, which provides an
illustration of how this path to a sustainable luxury market can be developed.

2 Background

2.1 The Idea of Luxury

For centuries, people worldwide have satisfied themselves with the possession of
beautiful things. Traditionally, luxury goods have been defined as “goods for which
the mere use or display of a particular branded product brings prestige to the owner”
(Husic and Cicic 2007). In 1994, Dubois and Laurent (1994) defined luxury as a
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specific tier of offer in almost any product or service category. Okonkwo (2007)
notes that luxury products are not just over-priced goods, but rather offer a complete
package of benefits to consumers that appeals to their social and psychological
well-being (p. 2). Kapferer (2010) described luxury as extra pleasure derived from
sensory satisfaction. Webster’s New World dictionary defined it as the use and
enjoyment of the best and the most costly things that offer the most physical
comfort and satisfaction (2013). Spiegel (2015) said that it is a personal experience
of pleasure outside of daily routine.

But we argue that luxury always requires a context. Luxury is in the eyes of the
beholder; today, it is more about the consumer’s experience or the personal
dimensions of the luxury. Luxury is about aspiration, and luxury is niche. Luxury
products are distinguished from premium products in their balance of material
value, price, quality, symbolic value, and scarcity (Sinha and Som 2016). Two key
components of luxury are thus craftsmanship and exclusivity. Singh (2015, April
28) claims that luxury can be “defined by craftsmanship and design…skill and
investment of time” and shows how craftsmanship is an intrinsic part of modern
luxury. No doubt, luxury is also a thriving industry that has global influence. While
concepts such as prestige, premium, exclusivity, or high quality are all hallmarks of
luxury, Singh states that luxury is a socially oriented practice of consumption and
can be demonstrated in products that require an extraordinary investment and skill
in craftsmanship.

Rarity illuminates the notion of desire; it validates the idea that something is
special and somehow worthy of the term luxury (Sinha and Som 2016). Bespoke
luxury conjures up ideas of patience, one-of-a-kind, or custom-made. In other
words, making products that the customer wants—not what the company wants to
sell. The term stems from creating something truly unique for an individual,
something that will not be duplicated. Bespoke is handmade by highly skilled
craftsmen using traditional methods and tools. As a result, the products can com-
mand high prices that make them unattainable by many consumers. As the master
artisan pool becomes scarce, the products become even more rare, commanding
even higher prices.

Almond (2011) notes that Vivienne Westwood and Alexander McQueen pushed
craft traditions of bespoke to the forefront of their luxury collections, which “in turn
provoked a resurgence of interest in the craft” (p. 2). Consider Quoddy, a company
based in Maine, USA that makes one-of-a-kind shoes. The company takes pride in
crafting handmade shoes that are customized throughout. Or consider London
Connoisseur, a company that strives to bridge the gap between superb artisanship
and customers who seek extraordinary products. Shih and Agraflotis (2016) write
about the craft revival that is occurring in the luxury market where apprentices are
clamoring to learn skills and trade. They also point out that some luxury brands
have showcased their craft production to the public in order to raise awareness of
the highly skilled artisans. As an example, in 2009, Oscar de la Renta produced a
video that showcased his collection using ikat from Uzbekistan artisans (https://
www.youtube.com/watch?v=xEiWPlgEnkE).
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2.2 Sustainability and Luxury

In this paper, we are concerned not only with understanding who the luxury cus-
tomer is, but more importantly, what exemplifies sustainable luxury products and
how we can assure that the production of these products contributes positively to
the lives of the producers and their communities.

As the meaning of luxury continues to evolve, Maria Girόn claims that “sus-
tainability [is] one of the new meanings of luxury for savvy, well-educated and
demanding luxury clients” (2015, p vii). Furthermore, in the Deeper Luxury Report,
the World Wildlife Fund (WWF-UK, 2007) noted that the luxury consumer is a part
of the “affluent and global elite that is increasingly well educated and concerned
about social and environmental issues” (p. 2). The report goes on to say that the
trustworthiness of luxury brands will be closely connected to their ability to gen-
erate wellbeing for not only the customer but also those involved with the pro-
duction, use, reuse, and disposal, and that customers are ready to pay more for
responsibly produced goods.

Research indicates that there are significant shifts in consumer demand towards
products that are value-centric, honoring the maker and environmentally friendly
processes in which the products are made (Hawley 2015). Since the rise of con-
sciousness toward sustainability, the luxury sector has come under enormous
scrutiny (Bendell and Kleanthouse 2007). It is even declared that sustainability and
luxury are antagonistic concepts. But after the recession of 2008, customer
awareness of and concern for social, ethical, and environmental issues began to rise
and reinforced their desire to purchase lasting and meaningful products as a new
form of luxury consumption. Thus consumption patterns, production methods, and
social consciousness find themselves in a disruptive state. TIME Magazine called
this the “responsibility revolution’ and reported that customers purchased products
because they liked the social or political values that underpinned the product
(Stengel 2009).

Today, the most oft-cited definition of sustainability stems from what is com-
monly referred to as the “Brundtland Report” which actually defines sustainable
development, not sustainability. The report states that sustainable development
“meets the needs of the present without compromising the ability of future gener-
ations to meet their own needs” (United Nations 1987). This report emphasizes the
continuing need for economic growth, but indicates limits must be set and
advantage must be taken of technological innovation to ensure a minimization of
damage (Jones 2014). Elkington is considered the major contributor to the concept
of Triple Bottom Line (Elkington 1998). He places emphasis on social, environ-
mental, and economic impacts of industries and businesses.

As consumers are giving more attention to social and environmental impacts of
their purchase decisions, the luxury sector has begun to understand their role in
sustainability and strategically uses it as a way to maintain their niche in the
marketplace. Jenkins (2012) defined sustainability as the capacity to endure,
reduced impact on the earth, stewardship, ethical consumption, and innovations to

390 J.M. Hawley and J. Frater



reduce consumption. She cited several small luxury brands such as Viridus Luxe,
Pachacuti, Etrala Londa, and Theiry Mugler who are aligning more closely with the
concept of sustainability as they become pro-active in reducing their environmental
impact. Gardetti and Muthu (2015) point out that the luxury icons are turning to
sustainability using strategies such as artisan manufacturing, quality materials, and
attention to the environment.

A young Los Angeles designer, Christina Kim, attracts A-list admirers such as
Nicole Kidman. Kim uses Jamdani saris from Bengal in her designs. Jamdani, a
fine handwoven muslin features thicker cotton threads to create discontinuous
supplementary weft patterning that produces the illusion of a suspended pattern on
the surface of an almost transparent fabric. In describing her jamdani line, Kim fully
capitalizes the romantic mystique of the fabric to increase its value and allure. For
Kim, every piece is precious. She uses fair-labor practices and preference for
long-lasting garments made with recycled scraps and natural dyes with a result that
resembles a sustainable version of Westwood and McQueen’s bespoke creations,
and have placed her in demand not only as a designer but also as a thinker. Time
magazine named her one of its innovators of the year in 2003, and in 2009 she was
a panelist on a UCLA Hammer program titled “Conscientious Consumption: The
Future of Luxury in an Age of Sustainability” (Johnson 2009). For Kim, and other
designers that embrace sustainability, the process of bringing ethics and environ-
ment into the luxury market is a conscious one.

Luxury brands have the power to influence consumer aspiration and behaviour
by editing consumer choices through product design, distribution and marketing;
and by influencing how, when and for how long consumers use their products. They
have both the opportunity and the responsibility to promote sustainable con-
sumption. Bendell and Thomas (2013) called this “elegant disruption” and pointed
out that luxury companies are well-positioned to use disruptive strategies to reframe
how we define luxury calling on heritage and longevity as key factors that can make
social change in the industry. Lehman (2015) said that this “elegant disruption”
comes from design thinking, customer experience, and then displacement of the
status quo. He went on to say that small steps toward change can win new cus-
tomers while at the same not alienate the current customer.

2.3 Craft and Cultural Consumption

The word craft means to make or fashion with skill, especially by hand (Hanks
1979) and includes a wide variety of processes including weaving, block printing,
jewelry making, basketry, and so on. Craft has also been defined as a product made
and designed by the same person (Harrod 1995) with the craft producer being
someone who has control over the processes involved in the manufacture of the
good. Therefore, the artisan becomes the one who invests his or her self into the
product so that the end-product is imbued with authentic aspects of humanness
(Campbell 2005).
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In McIntyre’s (2010) survey of the craft consumer, he found that the craft
consumer associates craft with other categories such as design, luxury, or art, but
that s/he purchases craft because it suggests handmade, authenticity, workmanship,
and genuineness. Compared to the other associative categories, craft was least likely
to be mass-produced. Craft consumers felt that luxury items were high quality,
sophisticated, expensive, and connoting status, but not necessarily more desirable
than craft. Crafts are often seen as something that will have increased value over
time. Consumers purchased craft because it makes a unique gift, they admire the
skill involved, it fulfills a need for aesthetic beauty, and it provides an opportunity
to own a unique object (McIntyre 2010, p. 26). Craft consumers report that they
purchase so they “have something nobody else owns” or because they are “drawn to
the story behind the object or the ideas it represents” (p. 26). McIntyre concludes
that the craft market would be well served to target consumers of luxury goods who
are looking for new ways to signal connoisseurship. Market opportunities for craft
lie in trends that indicate interest in personalization, demand for authenticity, or the
desire to support ethical consumption.

2.4 Traditional Craftsmanship

Mcintyre’s study is based on contemporary studio craft in England. Traditional craft
is another genre of hand made. While Risatti (2007) comments that craft objects
remain strikingly similar worldwide in terms of function, form, technique, and
material, traditional craft is a distinct expression of cultural heritage and identity,
created within a specific cultural context, often in rural, remote regions of the world.
It is part of a long-held shared way of life.

The result is that traditional craft serves to meet the social, cultural and
increasingly economic needs of emerging economies, but it can also serve to bridge
cultures. Traditional crafts are often collected by those who have had the luxury of
traveling the world, as examples of unique, extraordinary art and also as remem-
brances of experiences of other cultures. Examples include carpets from Nepal,
ebony inlaid silver jewelry from Niger, or intricate bandhani from India. For
example, a lifelong collector of textiles from Colorado, USA has acquired a col-
lection of museum quality textiles from her global travels that honors the textile
traditions of other cultures, links to history, showcases technical ingenuity, and
provides evidence of connection to the person who masterminded the impressive
object. Her collection ranges from rich colors to intricate patterns and reflects both
her travels and exquisite taste.

Traditional craft has not been thought of as luxury. But as ideas of luxury are
changing and luxury brands have become more accessible, unique objects of cul-
tural heritage can provide an ethical, ecological version of the exclusivity that is a
key attribute of luxury. In his article on Elegant Disruption, Bendell (2012) says
“disruption may not arise from a direct transfer of market share, but by influencing
the way a whole category of products is understood, and thereby challenging
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existing stories of value” (p 22). We ask, then, can traditional craft position itself as
sustainable luxury?

To make this possible, challenges must be identified and met. Traditional craft is
created for a local market. To reach the luxury market, it must have excellence in
quality, and it must appeal to a sophisticated taste. It must evolve from home made
to hand made. It must capitalize its aspect of exclusivity and experience for the
consumer. It must also be given a pathway or access to the luxury market.

2.5 The International Folk Art Alliance: The Creation
of an Elegant Disruptor

The International Folk Art Alliance (IFAA—sometimes referred to as IFAM) was
established in 2004 as a way to share and celebrate traditional crafts of the world.
Sponsors and partners include, among others, UNESCO, the Museum of New
Mexico Foundation, and the State of New Mexico Department of Cultural Affairs.
A primary goal of IFAA is to provide opportunities for folk artists to have access to
the world marketplace and at the same time address the economic and social needs
of their communities. IFAA “envisions a world that values the dignity and
humanity of the handmade, honors timeless cultural traditions, and supports the
work of artists serving as entrepreneurs and catalysts for positive social change”
(https://www.folkartalliance.org/about/who-we-are/).

In 2015, the International Folk Art Market (IFAM) was named the best art festival
in the United States (http://www.10best.com/awards/travel/best-art-festival/). In its
thirteenth year, IFAM has proven to make economic impact in both the local Santa
Fe economy, and in the lives of traditional artisans from around the globe. With more
than 600 applicants, approximately 170 finalists represent master crafters and arti-
sans who are selected based on the quality of their work by a careful jury process that
focuses on quality, authenticity, and variety. Because of this strict jury process, the
market serves as a gatekeeper to some of the finest crafts from developing countries.
Unlike other global markets of craft, the International Folk Art Market gives close
attention to the human impact factor, including relationships that develop between
the artisans, the volunteers, and the customers. A primary goal of the market
organizers is to assure artisans’ success so that they can become a “catalyst for
positive social change in their communities by improving employment, healthcare,
education, and well-being.” (https://www.folkartalliance.org/events-programs/
international-folk-art-market-santa-fe/, Accessed March 15, 2016).

When the market first started, the intent was to preserve tradition, make impact,
and support social change. But since its inception, the market has bolstered its
selection process so that only carefully juried products reach buyers. While some of
the artists are time-honored traditional masters, others are young creators reinter-
preting the traditional crafts. The result is traditional folk art that ranges from the
“highly affordable to museum-quality masterworks” (Hertel 2016). Today’s market
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has slowly evolved into a conscious consideration of craft for the luxury consumer
while at the same time preserving tradition and making social impact in the lives
and communities of the artists (Schrandt, April 17, 2015).

The artist selection committee evaluates global applications based on quality,
traditionalism, aesthetic, production process, artistic knowledge, and the role or use
of the art form in the artist’s community. Each year, special attention is given to
applications from new artists. The craft must be an expression of traditional cul-
tures, rooted in tradition, and produced by individuals whose creative skills convey
cultural identity. Each year the number of applications increases while at the same
time the jury process becomes more selective. This increasingly rigorous process
assures that the entries can meet expectations that the marketplace demands and
ultimately so that the artisans are truly on their pathway to the luxury market.

Artists come from more than fifty-seven countries including Bangladesh, China,
India, Uzbekistan, or Niger. In 2015, over 18,000 people attended the market with
sales of over $2.9 M. Ninety percent of the proceeds travel back to the home
countries with the artists. Because many of the artists represent cooperatives in their
home countries, the economic impact is spread to more than 25,000 artists and their
extended families (IFAA Impact Report 2015).

While craft is the second largest income in the developing world (Snell 2015),
most artisans lack sophisticated business skills to interact in a global marketplace.
IFAM has developed Mentor-to-Market, a workshop held immediately prior to the
two and a half day Market to help artisans develop business and marketing skills.
The two-day Mentor to Market (M2M) program initiates understanding of global
markets and prepares artisans to maximize their experience of IFAM. The ultimate
goal of M2M is to provide economic security for the artisans, their families, and
communities. Artists learn how to price their products, merchandise their selling
space, build assets, and improve selling techniques. Artisans are encouraged to “tell
their story” to the customers. The stories told by many of the artists are often
heartfelt stories about struggles in the developing world. These extraordinary stories
help build the connection between the artisan and their customer.

Friday night of the market is limited to special ticket holders, or VIP guests. This
event was developed to instigate connoisseurship where VIP guests have an
exclusive preview of products in a party-like atmosphere that includes wine, food,
and music. These consumers have first access to the best of the market and often
purchase showcase pieces. Local, national, and international celebrities are among
the shoppers, but there are also many shoppers who simply seek some of the best
master crafts in the world. Observing the Friday night consumers affirms
McIntyre’s (2010) description of the craft consumer: primarily female, educated,
culturally active, curious, have a general knowledge of the objects, and believe that
arts and culture improve quality of life for all. It could be argued that these con-
sumers are collectors of high-end objects who by purchasing the showcase pieces
provide a pathway for traditional artisans to the luxury market.
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2.6 Changing Times, Changing Consumers

At the other end of the world, in developing countries people of simple, subsistence
economies—people like the artisans who produce Kim’s jamdani—have for gener-
ations enjoyed a surprisingly similar luxury in their traditional craft. The creators and
users of traditional craft are intimately connected.Work is thus created in a “bespoke”
environment. Traditional craft had both quality and a personalized element.
Alimohamed Isha, a bandhani artist from Bhuj, Kutch, explains the connection:

We give life to fabric, using a gift of God. The maker has to understand the people for
whom s/he is making. Traditionally there was a relationship between maker and user. What
is made in such a relationship will be excellent because of that relationship. The sensibility
was, ‘I’ll make you something that no one else can make.’ Traditional work was for earning
love (From an interview with J. Frater 2008).

Also Interviewed in 2008, Vishramji Valji, a master weaver from Bhujodi,
Kutch, agreed, “Traditionally, the feeling was that we knew that as the blanket we
wove slowly wore away, the user would remember us.” In 2016, his son Shyamji
Vishramji echoed, “Then, we knew who would wear what we wove, and the wearer
knew the weaver.”

From the early 1960s, with inflation and the influx of cheaper industrially pro-
duced products, traditional clients of rural India began to prefer plastics, synthetics
and mill made fabrics to hand craft. At the same time, the concept of design as an
entity came to India. There is no word in Indian languages for design as separate
from the creating process. In the 1950s, as India began nation building, balancing
traditions with modern technology and ideas, it focused on rapid industrialization.
Under the advice of Pupul Jayakar, a noted writer on Indian craft traditions and the
founder of the Indian Handlooms and Handicrafts Export Council (HHEC), and
others, the Indian Government considered establishing an institute of design
(Jayakar 2011).

Jayakar met the renowned American designer Charles Eames. In 1957 the Indian
Government asked the Ford Foundation to invite Charles and Ray Eames to visit
India, to meet writers, craftspeople, architects, scientists, industrialists, educators
and philosophers. On April 7, 1958, they presented the India Report to the Indian
Government. The Report defined the beginning of design education in India. It
recommended linking learning with experience, and suggested that the designer
could be a bridge between tradition and modernity. In September 1961, based on
the India Report, the Indian Government established the National Institute of
Design in Ahmedabad (Eames and Eames 1958).

Designers came to the fore, and within the decade they and buyers began to
approach artisans and give them designs to produce for commercial markets.
Artisans did not know the new commercial markets and they welcomed direction as
well as the cash income. Having worked in barter economies, they did not know
how to value their work, and usually equated it with other forms of manual labor,
such as agricultural labor or construction.
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Vishramji Valji Siju, a master weaver with one of the most well known weaving
businesses in Kutch recalls the beginning of design in Bhujodi.

In 1965 Prabha Shah and Malti Jhaveri, two sisters fromMumbai, came to Kutch.
They ran an organization called Sohan inMumbai.God sent Prabhaben to us. The time
was such that we had no sales. Traditional clients didn’t want our work anymore, so
when we would take it to their villages to sell, we would bring a lot of it back.

Prabhaben was intelligent. She had the idea to take new designs to new places.
She sat with us. She stayed with us for a week at a time. She had a feeling for
Kutch. Prabhaben gave us new designs. She took inspiration from our traditions,
and remixed them. The first thing she did was a Rabari ludi shawl. We enjoyed
making these new products. Her designs were simple and good, and sold instantly.
They are designs that we still aren’t tired of looking at today.

Sohan worked with a limited number of artisans in Kutch from 1965 until 1975.
In 1975, just after Vishramji won his President’s award for craftsmanship, Brij
Bhasin launched the Gujarat government emporium, Gurjari. Bhasin gave work to
all artisans of Kutch, anyone who wanted work. There was a drought and the idea
was that artisans should not have to dig ditches. They did craft work and Gurjari
purchased it all (personal communication with Siju, March 25, 2016). The majority
of businesses and agencies working with artisans aimed for the middle class market,
and used production goals of scaling up: making products faster, cheaper and more
standard, ironically emulating the industries that had displaced hand craft.
Inexpensive craft became widely available.

The Indian designer Ritu Kumar was one of the first to understand the greater
value of craft. “The artisans’ skills were as fine as ever,” she observed. “But they no
longer had access to commensurate materials.” (personal communication with Judy
Frater 1994). In 1969, re-introducing quality silk and metallic yarns, she launched
high quality formal wear for the Indian elite. Her company was built on the
patronage of craftspeople, and a gloriously rich Indian aesthetic. Kumar’s under-
standing of ancient designs and the innovative use of traditional crafts created a new
classicism. She demonstrated that hand-made products can be as profitable and
even more glamorous than those made by machine. The Ritu Kumar brand is
patronized by Indian stars including Aishwarya Rai, Priyanka Chopra, Lara Dutta,
Dia Mirza and international celebrities such as the late Princess Diana, Mischa
Barton, Anoushka Shankar.

Today many other Indian designers including Sabyasachi Mukherjee, Abu Jani
and Sandeep Khosla, Abraham and Thakore, Rajesh Pratap Singh, Muzaffar Ali,
and Sanjay Garg use hand work for their luxury garments. However, neither
businesses and agencies aiming for the middle class market, nor haute couture
designers engage the full potential of artisans while working with craft. Steeped in
the new, western concept of design as a discrete entity, and wanting a quick, insured
route to sophisticated taste, businesses and designers employed artisans as techni-
cians to execute their designs and paid them minimum wages. In commercializing
craft, the creative role of the artisan and the personal quality that were integral to the
identity and value of traditional craft were overlooked. Art became commodity;
craftsmanship became labor.
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Many good artisans left their traditional livelihood simply because it could not
provide an equitable, sustainable income. After the massive earthquake in Kutch in
2001, industry was aggressively encouraged in the region as a means of develop-
ment. Artisans of ordinary economic means found that industry paid equal or better
wages than craft could. In Bhujodi, a village that enjoys an exceptionally robust
market as a weaving center, hand looms have declined from 250 prior to 2001, to
70 today. In villages which do not have developed markets, such as Rampar Vekra,
hand looms have dwindled from 30 to 5.

2.7 Re-valuing Craft Traditions

Having worked with textile artisans of Kutch since 1970, Judy Frater, an American
anthropologist, sought to reactivate the creative potential of artisans, with the hope of
increasing the value of hand craft and sustaining traditions more genuinely and
holistically. In 2003 she received an Ashoka Fellowship to develop a curriculum of
design education for traditional artisans. The curriculum focuses on acquiring
knowledge and skills that will enable artisans to use design and business effectively
in their work, in order to successfully reach appropriate new markets, while at the
same time strengthening traditional identity. It aims to develop a new approach to
education based on existing traditions. The core concept is that tradition is more than
technique; it comprises concept and knowledge as well. The method of the course is
to work within traditions, by understanding and drawing from their salient features.

The curriculum’s stated objectives are:

• to enable artisans to significantly improve their standard of living—socio—
culturally as well as economically;

• to increase artisans’ confidence in knowing what they know;
• to strengthen the vitality and raise the value of crafts.

Frater’s design education program was initiated at Kala Raksha Vidhyalaya in
2005. Currently it operates as Somaiya Kala Vidya, in Adipur, Kutch.

The year-long course is open to working traditional artisans of Kutch, the premise
being that the participants have prerequisite knowledge and skills and can learn
design in a year. Its strength has rested in great part on sustained input over a year,
and local orientation: teaching in the vernacular language and drawing from local
cultural concepts. With focus on effectively reaching appropriate new markets., a
post-graduate course in business and management for artisans was launched at
Somaiya Kala Vidya in 2014. Both courses employ professional educators as vis-
iting faculty, and are taught as practically as possible, with immediate application of
theory in hands-on activities including the crafts themselves. Between intensive
residential modules, artisans return to their homes to implement their learning in
their crafts. Local faculty visit them and guide in execution of homework.

An important objective of both design and business education is strengthening
traditional identity, which is understood as evolving rather than static, and is
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recognized as having important potential as an edge in the contemporary market.
The institute is advised by a board of master artisans. Courses begin by teaching
artisans to understand and value their traditions, and then to draw inspiration from
and innovate within those traditions. Each artisan is encouraged to find his or her
unique individual response to the contemporary world. This approach intended to
mitigate the counterproductive competition of artisans producing the same products
for the same markets. By diversifying the market, it was hoped that a larger number
of artisans could earn more equitable income.

A decade of design education has clearly demonstrated success in connecting
graduate artisans to new markets and increasing their incomes. About 75% of male
graduates say they have increased their income 10–300%. Women increased their
income from 10% to six times. All graduates say they have increased their creative
capacity. Graduates have traveled to the USA, Europe, Indonesia and China, taught
workshops and courses, and spoken in conferences. Recently, three graduates’ work
was exhibited in the contemporary design section—along with that of Sabyasachi
Mukherjee and others—of the major exhibition “The Fabric of India” at the Victoria
and Albert Museum in London. Graduates have become a new genre: Artisan
Designers, and their work has helped to expand the market for craft. As hoped,
education has increased diversity. In a decade, there has been virtually no duplica-
tion in collections the artisans develop. Distinctive stylistic interpretations have in
fact led to more artisans earning more equitably. As one small-scale artisan noted,
“My income has increased ten times, while the long-time major producer’s income
has not suffered at all. It is a win-win situation!” Graduates have formed lasting
networks of communication and support. Children of traditional artisans who once
wanted to do anything but craft are now motivated to become artisan designers. The
number of looms in Bhujodi is reported to be increasing again as of 2015.

The impact of education is evident in the thinking as well as products of
graduates. As artisan designers report:

I have woven all my life. What I have done with my weaving is what is important.

Pachan Premji Siju, weaver 2015.

I learned to bring what is inside outside. I don’t have to see what everyone is doing.

Poonam Arjun Vankar, weaver 2015.

I have confidence that I can do something new.

Pravin Premji Siju, weaver 2015.

I learned the value of my craft. It mattered to me to learn.

Ravji Lakhmshi Meriya, weaver 2015.

I realized the value of one good piece vs. production.

Sohel Anwar Khatri, ajrakh printer 2015.

Tradition was a livelihood for me. But I realized it is more important. It is our heritage.

Aslam Abdulkarim Khatri, ajrakh printer 2015.
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Frater’s work with artisans in Kutch provides strong evidence that education
helps invigorate and sustain traditions. But artisan designers must find markets
commensurate to their work. The design and business courses are open-ended,
intending to provide artisans with tools to make creative decisions about their
livelihoods. However, with the central goal of increasing value and income, they
recognize the importance of understanding higher end market taste.

Somaiya Kala Vidya consciously introduces artisans to higher end markets that
they would not otherwise directly experience. Students visit higher end shops, and
the homes of connoisseurs in Ahmedabad. Homework after the exposure trip is to
create products for individuals they met. This exercise has consistently resulted in
excellent creative work, verifying that the personal orientation of craft and the role
of personal connection in inspiration are still vital, and effective in design. Artisans
are further encouraged to aim high by final jury members, who are consciously
drawn from among people who are well versed in craft traditions and higher end
design markets. Further, as part of the course they exhibit and sell their collections
at high end galleries and analyze the experience afterwards.

Given access to a range of markets, most artisan designers would prefer this type
of smaller, higher end segment. As examples, Kutch artisan designers report:

Whatever production I do should have something of me in it, myself. So I do limited
quantity, but it is good. When people see it they should feel this is good work and realize it
should be worth it. I have never been told to make it cheaper.

Alimahamad Isha Khatri, SKV Advisor and master bandhani artist,

With increase in scale, there is a compromise in quality. For us, it is most important to keep
the quality.

Abdulaziz Alimamad Khatri, bandhani artist,

I don’t believe in large scale for craft. It is then not craft. The way for us is clear. We have
the tools. We must vary design constantly and work for niche markets, always evolving.

Dahyalal Atmaram Kudecha, weaver 2016.

Artisan designers are also clear that creativity is important to their work. In a
survey on aspirations, they ranked recognition as equal to increased income.
Further, in a discussion on hand work in luxury brands, they expressed frustration
in working with designers. “Designers often give designs that are not producible,”
they cited. They stated that a chance to speak and explain their work is important,
and that they are more interested in customers who appreciate their craft than in
fashion per se.

While the design and business education courses at Somaiya Kala Vidya
encourage artisans to aim for higher end markets, they have not specifically targeted
luxury markets. Market orientation and marketing are included in the curricula.
However, positioning has not been addressed. While artisans are encouraged to
develop diversity, exclusivity and consumer experience have not been a focus. And
while artisan designer has evolved as a genre, design craft has not yet been branded
as a distinctive niche of hand work.
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2.8 Developing a Luxury Craft Market

Klamer (2012) and other cultural economists at Erasmus University write of nur-
turing a Creative Craft Culture. In such a culture, the profile of craft production
would encompass what the design and business courses have achieved:

• Young people viewing the creative crafts as a career worth striving for
• Strong traditions of apprenticeship
• A strong sense of tradition
• Recognition of the masters; fair and effective
• A strong sense of collegiality among creative craftspeople
• A spirit of creativity and innovativeness
• A strong appreciation of entrepreneurship
• Core values and a clear sense of mission (promoting and sustaining quality,

contributing to a joyful and inspiring life)

Klamer further states that essential to sustainability of this creative craft culture
is an appropriate market, which could arguably describe a luxury market:

• An active and interested community of stakeholders
• A well developed distinctive taste for and appreciation of creative quality

(usually implying the existence of an elite)
• Willingness to pay
• Significant local demand as well as international interest (where international

buyers do not crowd out local buyers)

Considering their inherent capabilities along with their values and orientation,
artisan designers are well placed to target small, personalized high-end production.

However, while artisan designers may aspire to high-end markets, direct access
to them is very limited. In the last ten years, the IFAM has become well known in
Kutch as the apex of accessible high quality craft markets. In terms of the
economies of artisans of developing countries, the stakes are enormous. The
average booth sales are equivalent to more than two years’ sales for a small-scale
producer. Acceptance into the IFAM is competitive and coveted. The encourage-
ment of excellent and unique work through design education gives artisan designers
an edge. To date eight artisan design graduates have had the honor and privilege to
be juried into the IFAM.

Direct contact with a new market is the major benefit for artisans who attend
IFAM. They experience the potential for excellent work aimed at the luxury taste
the IFAM consciously promotes. More important, they meet individual represen-
tatives of that niche. Artisans understand how to innovate for clients as an essential
aspect of their traditional crafts. Design education prepares them to recognize and
use this original unique strength of traditional craft: personal connection. With
exposure and opportunity, artisan designers can absorb as much as possible from an
IFAM experience, and tap this potential effectively. After his first experience at
IFAM in 2014, Dahyalal Kudecha noted, “I learned about customers of the USA.
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I learned what people like, what is marketable- colors, finishing, and the importance
of tradition. I realized in a real way that we need to retain our identity. We need to
present our culture.” With his earnings, Dahyalal sourced new, better quality
materials, and tried experiments that he was confident would sell. Abdulaziz Khatri,
at his first IFAM in 2015 was providing live coverage to his brother Suleman, also a
design graduate, by What’s App. They developed next year’s designs before the
2015 Market [IFAM] was over. All three artisans were juried into the 2016 IFAM.

2.9 Sustainability

If IFAM is considered among artisans as the apex of accessible high quality craft
markets, it has also taken on the role of an emerging luxury brand, in its shaping of
tastes of consumers, influencing their aspirations and behavior by controlling the
products available through the strong jurying process.

The direct contact of IFAM opens the possibility of sustainability of this new
luxury craft market, in terms of insuring continual, evolving production. When
artisans meet customers, they can effectively create for them, and when they,
themselves are creating, their traditions remain vital. Familiarity brings apprecia-
tion, making creating for the market more conceivable and more organic. Dahyalal
and Abdulaziz work with increasing sophistication, attending to drape, texture,
wearability, subtlety and overall impact. They have honed the ability to narrate the
stories of their work to clients. Abdulaziz has imaginatively named pieces “Kutch
Monsoon,” and “Galaxy.” Figure 1 illustrates the Galaxy design that has made its
pathway to the high-end market. This becomes possible because these artisan
designers now prefer the quality materials, sophisticated colors and restrained
patterns of luxury taste. Lachhuben Raja Rabari, embroidery graduate, after two
IFAM experiences said, “We learned to like these colors.” The artisans that
Dahyalal and Abdulaziz employ will in turn absorb understanding of materials and
aesthetics of a luxury market. See Fig. 1.

Luxury oriented products bring markets to their creators. Ramu Devraj, a quilt
maker from Kutch, enjoyed several experiences at IFAM. With the exposure and
earnings, he upgraded his product, organized a unit of 300 women and 10 tailors,
and now creates for the higher end Indian market. This year he is doing an order of
RS 3,000,000 for Fabindia, India’s largest private platform for products from tra-
ditional techniques, skills, and hand-based processes. Local demand, as Klamer
(2012) points out, is essential to sustainability. Domestic markets are within reach
for artisans, in terms of the cost of travel and transportation, and in terms of
interaction that will insure appropriate innovation. The validation of having been at
IFAM gave Ramu an edge to the domestic market. He no longer needs to attend
IFAM. See Fig. 2.
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Dahyalal and Abdulaziz now sell to a range of clients, largely in the Indian
domestic market. Dahyalal has expanded his capacity from two to eleven looms in
three years. Abdulaziz has expanded to employ 250 women and 10 men. In 2015,
while Abdulaziz was experiencing IFAM in Santa Fe, his brother Suleman was
selling saris in the Paramparik Karigar exhibition in Mumbai. All told, Suleman had
the higher sales. Equally important, he contributed to the increasing value of his
own work by selling at higher prices without apology. When an organizer com-
mented that his saris were expensive, he observed simply that they were selling
very well. See Fig. 3.

IFAM has encouraged artisan designers to focus innovation on luxury markets.
If the experience can become a springboard rather than an end point, sustainability
for artisans in the luxury market is possible. What is needed for real sustainability is
more Ramus, Dahyalals and Abdulazizes. Sustainable luxury craft markets need
more unique interpretations, not more production. See Figs. 4 and 5.

Fig. 1 The galaxy design for
the high-end market. Photo
courtesy of K Brooke
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Fig. 3 Dahyalal with client at IFAM. Photo courtesy of J. Frater

Fig. 2 Ramu Devraj shows quilts to clients in his village

Craft’s Path to the Luxury Market: Sustaining Cultures … 403



Fig. 4 Dahyalal has an opportunity to expand sales in a private sale to high-end customers. Photo
courtesy of J Hawley

Fig. 5 Abdulaziz explains the bandhini process to young consumer at IFAM. Photo courtesy of
J. Frater
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3 Conclusion

Luxury is about aspiration. A significant number of customers define luxury by
iconic brand, as it is associated with status. But we contend that luxury is about
consumer experience. And luxury is niche. It is sophisticated, exclusive in its
positioning, and while it has impressive reputation, it has a selective system of
distribution, limited distribution and low promotional activity. The secret ingredient
to marketing to luxury consumers is how strong desirability is to influence pur-
chase, how great a share of the consumer’s income a product can command. Luxury
starts well before the purchase, and ends only when memory fails (Sinha 2011).

In closing, we would like to offer a new way to think of traditional craft as
luxury. We believe that it requires attention to marketing that addresses aspiration,
experience, exclusivity and desire. We also believe that traditional craft offers
something that mass manufactured goods can never attain—uniqueness, an
embodied relationship, and sustainability because it reaffirms the connection
between quality and price. Traditional craft has also been formed by the human
hand—giving it distinction from mass manufactured goods. This is why craft skills
and crafted products are going to become even more important to what is meant by
luxury. Unique traditional crafts allow us to value something as luxury, even when
it is not necessarily expensive. Exquisitely made traditional craft speaks to
one-of-a-kind authenticity and originality. It embraces the human relationship with
the product, the result of which is the consumer’s relationship with authenticity. As
Montgomery says, “the product will change to become an emblem of a mutually
appreciative relationship” (2016) where such products will no longer be “totems of
soul-less consumerism, but authentic expressions of creativity.” When the rela-
tionship between the consumer and the crafter becomes mutually appreciative, the
role of the product is elevated to the category of luxury in the marketplace.

Celebrity endorsement can play an important role as well. Dahyalal’s success at
his first experience of IFAM was considerably bolstered by the enthusiasm of
American film start Ali McGraw. Ms. McGraw purchased his signature piece early
on the first day of the Market and wore it through the day, directing people to his
booth. In Klamer’s Creative Crafts Culture (2012) the third critical element is the
presence of strong intermediaries and intensive discussions of the works of creative
crafts people. Intermediaries include modern guilds, special shops, experts, jour-
nalists, newspapers, websites, scholarship, festivals, labs, fairs and so on.

Creative crafts do not just come about because people make creative products
but also because others are able to appreciate those products. Creative crafts are not
just products but contributions to the conversation that constitutes creative crafts.
Success is first determined by the people who know, by the experts who can judge
the quality, and then by others who pay attention to such judgment and are able and
willing to pay the price. (Klamer 2012).

The current social climate is conducive for artisans to consider the luxury
market. The luxury market is in a dynamic phase where artisans have an oppor-
tunity to learn, develop, and ultimately find their path. Montgomery (2016) and
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Mcintyre (2010) have specifically identified opportunities for craft to appear as a
new luxury and a new signal of connoisseurship. IFAM has been a vehicle for
shaping the taste and behavior of an emerging luxury craft market. As it moves
consciously toward developing a luxury craft market, traditional artisans from
around the world can learn to define and make inroads to this important niche
market.

Through special events, like the IFAM, consumers are able to interact with the
maker and the relationship is strengthened. In other words, consumers and the
maker build special bonds that are imbued with knowledge, memory, and per-
sonality. Through its Mentor-to-Market workshops but more importantly through
its direct experience, IFAM educates artisans about the contemporary high end
market. As more artisans “graduate” and new ones enjoy the experience, IFAM and
traditional artisans together can contribute to a phenomenon, an elegant disruption,
which can change the perception of traditional craft to a luxury that is sustainable
and in turn serves to sustain traditional cultures.
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Part VI
Sustainable Luxury and Consumption



(Not) Made in Italy: Can Sustainability
and Luxury Co-exist?

Vertica Bhardwaj and Sergio C. Bedford

Abstract In the past, luxury often resonated with a tradition, superior quality, and a
pampered buying experience, something that only very privileged few could afford.
In recent years, the meaning of luxury has become profoundly different and tran-
sitioned into a phenomenon that primarily focuses on selling expensive designer
brand names with a mere illusion of exclusiveness and superior quality to the
masses. As a result of the mass luxury phenomena, a designer handbag or watch no
longer serves the same purpose as before. Today owning a luxury brands does not
transmit reliable information about its wearer’s socioeconomic status or back-
ground. With such dramatic changes in luxury industry, a large body of consumer
research has looked into understanding why individuals seek luxury brands and
high-end logo-ed merchandise across the globe. However, until recently, a rather
unexplored area remains in the domain of ‘sustainable’ consumption of luxury
brands. The overall question arises of the role of consumers with regards to sus-
tainable practices in luxury industry and how these practices influence decisions or
intentions to indulge in a behavior. For instance, does it matter to the consumer if a
‘Made in Italy’ handbag was actually made (in-part) off-shore in a factory? Does
lack of transparency in manufacturing process and information play any role in
forcing consumers to rethink about their perception of luxury brand and, of course,
luxury itself? This chapter outlines a conceptual framework that explores factors
that influence perception on consumption of sustainable luxury. It is built upon the
idea that luxury brands acts as a psychological meaning of self-expression and
symbolic association that individuals aspire to create or maintain. The ultimate goal
of this chapter is to explore whether consumers are increasingly becoming con-
scious of the adverse effects of the social, moral, and environmental imbalances
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created by luxury brands. Based on existing theoretical and empirical insights from
Theory of Impression Management and Value-Attitude-Behavior paradigm, it
becomes evident that psychological determinants, such as symbolic value percep-
tion (i.e., self-directed and others-directed perception of the symbolic association
with luxury bands), tendency to conform, moral judgment (i.e., ability to rationally
engage one’s knowledge in performing actions that are responsible to the society),
and hedonism, as well as individuals’ attitude toward and involvement with sus-
tainable luxury brands can represent antecedents of intentions to purchase sus-
tainable luxury. This exploratory work will be first of its kind and will contribute to
the limited literature on consumers’ perception toward sustainable luxury.

1 Introduction

Luxury industry has flourished for the past 10 years, but the good times have started to stall

Fflur Roberts, Global Head of Luxury Goods Research

In the past, luxury often resonated with a tradition, superior quality, and a
pampered buying experience, something that only very privileged few could afford.
Luxury brands are often associated with prestige because of their superior crafts-
manship, premium quality, and iconic and exclusive designs. These have been
ostensibly emphasized to be authentic, and reflect concomitant respect for artisans
and the environment, that fosters values of both quality and sustainability. The
appetite for luxury has increased manifold in recent years. Consumers’ have shown
a steep increase in the demands for luxury brands such as Louis Vuitton, Burberry,
Gucci, and Prada, to name a few. Unlike previous decades when the market for
luxury brands didn’t exhibit high growth patterns—when such brands were mainly
for the privileged few, the growth of current luxury market has been phenomenal,
increasing from US $317 billion in sales in 2015 to an expected sales of US$328
billion by 2016 and projected growth of 9% annually by 2010 (Bain & Co. 2014).

Buying ‘luxury (brands)’ has become a mass-phenomena. Among many reasons,
the vast reach of the contemporary advertising, digital advances, product placement
via media and marketing channels, brand awareness, and constantly increasing social
acceptance among peers has even boosted democratization of luxury. As a result, the
craftsmanship has waned and (once) an exclusive designer handbag, jewelry, or a
watch no longer serves the same purpose as before. Today owning a luxury brands
does not transmit reliable information about its wearer’s socioeconomic status or
background. Unfortunately, the widespread notion that a luxury brand still sym-
bolizes the same essence as it did years ago has only exacerbated its effects.

Among other changes in luxury industry in the past decade, the most prominent
one is routine manufacturing of luxury fashion labels in China (Passariello 2011).
European brands such as Burberry, Armani, Prada, and Dolce & Gabbana have
shifted their manufacturing to factories in China in the last few years. These
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factories do not necessarily classify as factories like Rana Plaza in Bangladesh
(known for factory collapse); rather they are often equipped with technology based
machinery to manufacture goods in order to achieve the craftsmanship that luxury
brands often claim to be associated with (Bain 2015). Undoubtedly, the quality of
luxury goods manufactured in (some) of these outsourced factories has remarkably
improved and is getting better over time. Besides quality, overseas manufacturing
process also gives an advantage to quickly respond to the exponential demands for
luxury fashion products such as bags, scarves, sunglasses, watches etc. across the
globe. What remains uncertain is whether consumers are aware of such changes,
and whether it really matters to them or not? For instance, it is expected that
consumers associate a luxury watch to be Swiss, expensive perfumes and cosmetics
to be French, their cars to be German, and their designer clothing, handbags, and
shoes to be from Italy or France. Paradoxically, if their handbag is not French, it
may not hold the same reputation as it did before. So far, the literature on consumer
behavior that looks into luxury consumption has explored various motivations and
antecedents that explain purchase consumption toward luxury brands.

As consumers become more sensitive to their eco-consciousness about various
products they buy and consumer on a regular basis, they have high expectations
from the fashion companies, especially in the luxury industry, to use practices in
running their business that are ‘actually’ eco-conscious. Brands that merely claim to
be sustainable or eco-conscious are scrutinized by their followers and have received
severe backlash. For instance, brands such as Burberry, Hugo Boss, and Ralph
Lauren have been criticized enough recently for not being ‘true’ to be a sustainable
brand as they claim to be in their social responsibility reports (Passariello 2011).
Figure 1 shows some examples that were made public as a result of the above
mentioned scrutiny.

With this background, this chapter is an attempt to initiate a discussion on
sustainable luxury and see how it can change perceptions towards sustainable
consumption among individuals. This chapter outlines a conceptual framework (see
Fig. 2) that explores factors that influence perception on consumption of sustainable
luxury. It is built upon the idea that luxury brands acts as a psychological meaning
of self-expression and symbolic association that individuals aspire to create or
maintain. The ultimate goal of this chapter is to explore whether consumers are
increasingly becoming conscious of the adverse effects of the social, moral, and
environmental imbalances created by luxury brands. The first portion of this chapter
attempts to look into what we understand by ‘sustainable luxury’ and discussed
various dimensions that help readers to expand their understanding of the same.
Next, the theoretical background builds the foundation of this conceptual research.
Following, the literature review examines previous research on motivations to buy
luxury in general and specific to sustainable consumption of luxury brands. Finally,
the chapter closes with a discussion of possible future research approaches and
managerial implications as opportunities to develop marketing campaigns that
adequately respond to consumers’ values and motivations.
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1.1 Defining ‘Sustainable Luxury’

Sustainable consumption, in general is complex to understand simply because there
are more than 50 definitions and circumscriptions of sustainability that exist (Faber
et al. 2005). In line with the authors, each of these attempts to define sustainability
from a perspective of either a marketer, an environmentalist, a sociologist, or an
economist, to name a few—essentially pointing to the fact that it is discipline
oriented. Keeping in mind the most accepted and versatile definition that addresses
a need to “meet the needs of the present without compromising the ability of future
generations to meet their needs” (WCED 1987, p. 43), we argue that it is important
to take a holistic approach to integrate our understanding of ‘sustainability’ as a
concept. Therefore, instead of proposing another definition, we treat it as a con-
ceptual foundation that may have different interpretations depending on the

Fig. 1 a Burberry commits to toxic free clothing for kids by 2020. Source Greenpeace.org. b The
petit h collection by Hermes: showcasing their eco-friendly upscale up-cycling efforts
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product/brand in question. Moreover, situational factors such as lack of informa-
tion, lack of availability of sustainable options, high price points, simple and basic
designs etc. may force individuals not to be inconsistent when making a purchase
decision for a sustainable product (Dickson 2001; Shaw et al. 2006).

In an attempt to broaden the scope of ‘Sustainable’ luxury, there is a need to
follow multidimensional approach encompassing three broad areas, often referred
to as Triple Bottom Line concept (TBL) that underpins and reviews how luxury
brands contribute to economic, environmental, and social impact to the society, not
necessarily in that order (Gardetti 2011; Goworek et al. 2012). These three
dimensions can be further broken down into: product transparency, packaging, raw
material sourcing, production and manufacturing, reusability/recyclability,
animal-friendliness, philanthropy and fair labor conditions—essentially pointing to
an entire value chain in the luxury industry. Each of these dimensions should be
considered equally critical to qualify a luxury brand as ‘sustainable’. For instance,
luxury brands that scrutinize to ensure that they are using ethically sourced leathers
and furs, providing a living wage to factory workers, and minimizing waste in the
packaging process when sending the final products to the retail stores can be
qualified to be considered as ‘sustainable’. On the other hand, a luxury brand that
has been known for in-house manufacturing that recently moved majority of pro-
duction overseas to meet high demand in the market may not qualify to be classified
as ‘sustainable’. Adding to the lack of a clear understanding of sustainability,
luxury and sustainable consumption are often looked as opposite concepts. For
instance, sustainable consumption inherent ethically-grounded values of altruism,
restraint, and moderation in contrast with luxury’s inherent hedonism, aestheticism,
rarity, affluence, and at times superfluity (Carrier and Luetchford 2012). It is highly
likely that consumers often fail to understand or simply ignore to address the
relation between these two juxtaposed concepts. The potential confusion for

Fig. 2 Conceptual model
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consumers to differentiate luxury and sustainable luxury rekindles interest in a key
questions: how should ‘Sustainable luxury’ be defined? ‘Luxury’ and ‘Sustainable’
luxury has been looked upon as different concepts; more specifically as two
extremes of a continuum. This is evidenced in recent study where individuals
showed unfavorable responses for luxury products that were made from recycled
materials (Achabou and Dekhili 2013). If these two concepts are looked as a
continuum, then it is up to the individuals to judge whether they perceive luxury
brands/products as either ‘luxury’ or ‘sustainable’. For instance, it is worth
exploring whether they perceive a luxury automobile, expensive watches, clothing,
perfumes, and accessories as ‘luxury’ or as ‘sustainable luxury’? Taking all these
different perspectives in account, this chapters attempts to open the dialog to
explore multi-disciplinary approach in understanding sustainable luxury from the
mindset of a consumer. As consumers become increasingly concerned about
products they buy and where they come from, an argument can be made that they
should have same concerns about luxury products as well.

1.2 Sustainability in the Luxury Industry

Recent years have found that consumers are becoming increasingly aware of sus-
tainable development and seek sustainable luxury products. With this change,
luxury brands have also made structural decisions to include sustainable develop-
ment as a theme in running their businesses. However a majority of the retailers
have been criticized for not being sustainable. Studies find that the luxury industry
is still behind other industries, as far as some stating that sustainable and luxury is
incompatible (Kapferer 2010). For instance, diamonds mined from areas of conflict,
has created a change in the jewelry industry (DeBeers 2009). Media has also
reported instances of racial discrimination and Prada was exploited for using
Chinese immigrants in Italian sweatshops (Davies et al. 2012). Although there have
been numerous cases that identify unethical and unsustainable issues in luxury
brands, very little laws and enforcement has been done to regulate the industry.

Studies find that luxury brands have both the opportunity and the responsibility
to promote sustainable consumption. The trends in sustainable development will
naturally evolve luxury brands and create a market for sustainable luxury products.
While consumers are showing more interest in sustainable products and have
altered their behaviors to be more sustainable, the industry has not seen change
happening as radically, however, the luxury industry has already seen changes. For
instance, Cartier is a member of the Responsible Jewelry Council, an organization
provides certification that diamonds and gold used to make their jewelry comes
from socially and environmentally stable areas (Achabou and Dekhili 2013).
Ethical fashion shows have become a norm since 2004 and continue to be a big part
of Fashion Week (Davies et al. 2012). In addition, a number of luxury brands have
adopted recycling processes, even including a collection of accessories, origami,
and keepsakes in their collection Petit h by Hermes using fabric scraps and seconds
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from their workshops (Achabou and Dekhili 2013). As shown in Fig. 1,
Greenpeace’s detox campaign has driven luxury retailers such as including
Burberry, Dolce and Gabbana, and Valentino to reduce and eventually eliminate the
use of hazardous chemicals by 2020 (Chua 2014a, b). While some designers have
incorporated a more sustainable approach in their manufacturing and sourcing, it
has still not been an industry norm, as many do not consider it an obligation or duty
to their customers. Overall, the key to successfully achieve ‘sustainability’ in luxury
products is to make informed decision at the design stage, share proper information
specifying the use of materials which are not toxic, proper labelling to name a few.

2 Theoretical Background

2.1 Theory of Impression Management

Modern luxury has become a medium of self-expression and often a way to impress
others, especially for aspirational masses (Chandon et al. 2016). With this in mind,
current research is grounded under the Theory of Impression Management, pointing
to the fact that people are highly affected by their internal drive to create a favorable
social image from their purchase behavior outcomes (Eagly and Chaiken 1993;
Mandrik 1996). The notion ‘to impress others’ has been often the basic motivation
behind consumption of luxury products as a way to pursue ideals and aspirational
lifestyle. Numerous conceptual models and empirical studies on luxury brand
consumption have pointed to the tendency of consumers to be associated with high
social status, and identified as being fashionable, stylish (Ko and Megehee 2012).

2.2 Value-Attitude-Behavior Paradigm

This study is underpinned on the conceptual framework of value-attitude-behavior
(V-A-B) model proposed by Homer and Kahle. Past research in sociology has
frequently employed V-A-B model which implies that “the influence should the-
oretically flow from abstract values to mid-range attitudes to a specific behavior”
(p. 638) indicating that values influence attitude, and attitude in turn influences
behavior. Values are enduring beliefs that may affect individual’s views and have
been characterized as determinants of specific attitudes and outcome behavior.
Ultimately, consumers buying behavior has been found to include values and
motivations (Parsons and Shillis 1967).

Values lead a consumer to specific behaviors based on their beliefs; motivations
lead a consumer to purchase based on the products ability to fulfill certain needs
(Nwankwo et al. 2014). In recent years, the luxury fashion industry has seen a shift
from an overindulgent, wasteful system to one that has included sustainability,
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overcoming counterfeits products, poor labor standards and illegally sourced
materials Hennigs et al. 2013). As consumers concern for sustainability has shifted,
luxury brands have had to shift as well in order to maintain relevant (Hennigs et al.
2013). This study argues that as consumers become more conscientious about the
environment by being more sustainable (recycling, fair trade, etc.) they expect
luxury brands to do the same. Consequently, luxury brands awareness of the shift in
consumer values should lead to a natural progression of sustainable luxury.

3 Conceptual Model

A sustainable consumer may reflect wider range of motivations that influence
decision making; thus creating complexity in identifying various motivations with
respect to sustainable luxury. This can be supported by the hierarchical structure of
the decision making process—individuals may be driven either by functional
(utilitarian) value or attributes of the products as a way to problem-solving, or by
psychological, emotional, and social motivations (Reynolds and Olson 2001).
Adding to the list of motivations, Shaw et al. (2006) refer to self-expression,
aesthetic satisfaction, and group conformity as other potential motivations toward
sustainable fashion products. In line with this, we propose a set of motivations
including: symbolic value, tendency to conform, moral judgment, and hedonism
that may be potential antecedents to attitudes and intentions for consumption of
sustainable luxury. In addition, product involvement has often been cited to have an
influence on purchase intentions. Therefore, we argue that luxury involvement will
play a key role to understand intentions in the context of sustainable luxury. The
proposed conceptual model is shown in Fig. 2.

3.1 Determinants of Sustainable Luxury Consumption

Numerous conceptual and empirical studies have examined the interaction of val-
ues, attitudes, goals, and motivations on behavior toward luxury brands and sus-
tainability separately. Recent literature has started to highlight the need to focus on
consumption of sustainable luxury (Achabou and Dekhili 2013; Steinhart et al.
2013; Lundblad and Davies 2015). Among handful of studies that have examined
luxury with respect to sustainability, a recent research explored the extent to which
consumers associate luxury brands with recycled material. In their examination,
Achabou and Dekhili (2013) discovered the propensity of consumers to consider
recycled material in luxury purchase. Unlike expected, the respondents indicated
negative perceptions about luxury product made with recycled material. They
further indicated that they didn’t have any desire to buy ‘sustainable’ luxury as it is
not perceived to have the exclusivity and prestige, irrespective of what brand it is.
The findings from other studies are somewhat contradictory. For instance, Steinhart
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et al. (2013) found positive reactions from consumers about luxury products that
claim to benefit the environment either by reducing deforestation or global
warming. This study proposes to examine the motivations that depict consumers’
intentions to purchase ‘sustainable luxury’, which is an area that remain primarily
unexplored, both conceptually and empirically.

3.2 Symbolic Value

It is well established that people make inferences about others based on product
selection and usage, especially in public (Belk 1988). This becomes extremely
relevant for luxury brands as they have strong symbolic associations to social
status, power, prestige, affluence, and recognition to within a social context (Dubois
and Laurent 1994). Symbolic value, the extent to which individuals attach psy-
chological connections, in the context of sustainable luxury can be either
‘self-directed’—as a way to reward themselves; or ‘others-directed’—as a way to
signal wealth, power, and social class of individuals (Shukla and Purani 2012).
Based on findings from previous research on luxury consumption (e.g., Nwankwo
et al. 2014; Shukla and Purani 2012; Wong and Ahuvia 1998), it can be argued that
individuals that rely on luxury brands to create an impression on others are likely to
violate sustainable consumption of luxury brands rather than actively engaging with
them. This is supported by the findings from Xianchi and Fries (2008) that suggest
that powerful individuals believe they have greater capacity to be resistant toward
normative influence that makes them more likely to behave in socially-unacceptable
ways. On the contrary, individuals who aspire for luxury brands as a way to reward
themselves are likely to be open to have favorable attitudes and intentions to
purchase sustainable luxury.

3.3 Tendency to Conform

In the modern society, individuals tend to adopt a mentality to conform to the social
groups that share a common culture and opinions with a desire for public com-
pliance or to gain social acceptance (Bearden and Rose 1990). People try to “keep
up with the Joneses” with the social groups that they belong to and with those of a
similar socio-economic stature (Seth et al. 2011). Though conformity may be
somewhat synonymous to symbolic value, theoretically it is a related yet different
concept in the context of luxury brands. Specifically, individuals may purchase
luxury brands as a way to express their uniqueness instead of showing off their
wealth and status or desire for public compliance (Amaldoss and Jain 2005).
Previous studies indicate the need to maintain one’s appearance and reputation in
public creates an ever-escalating desire to purchase luxury brands. Riff (1989) has
described conformity as a negative trait and suggested individuals need to have an
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internal locus of evaluation, whereby one does not look to others for approval but
evaluates oneself by personal standards. On the other hand, Smith (1985) consid-
ered the ability to conform to role expectations, keeping aside personal preferences,
as a commitment to the society that signifies strength and maturity of the individual.
Previous research suggests that individuals who have a high tendency to conform
value luxury products more as they are publically consumed and have high visi-
bility among ones social class; versus commodity or necessity products that are
often used in private. In line with Achabou and Dekhili (2013), it can be argued that
individuals who have high tendency to conform will likely to have favorable atti-
tudes toward luxury, instead of ‘sustainable’ luxury.

3.4 Moral Judgment

The most basic human value or motivation is believed to aim at consumption
optimal for ones’ and society’s well-being, in that order. In our discussion, we
include moral judgment, i.e., an ability to judge what’s right and what’s not, in the
context of sustainable luxury consumption to be a critical factor in understanding
the relationship between attitudes and intentions to behave. This is in line with
previous studies that have looked into moral judgment in contexts other than luxury
brands. These studies suggest that moral judgments indicate one’s ecological and
social awareness, as well as one’s ability to rationally engage in performing actions
that are responsible to the society (Furnham and Valgeirsson 2007; Green and
Smith 2002; Nill and Shultz 1996). Tan (2002) suggested that moral judgment
allows individuals to evaluate how far certain actions might be perceived as ethi-
cally acceptable. Furnham and Valgeirsson (2007) examined ethical judgments
toward consumption of counterfeit luxury brands. In doing so they suggest that
consumers with a high standard of moral judgment may perceive a higher risk
associated with counterfeit consumption. Due to minimal research on ethics or
moral judgment toward sustainable luxury, it is unclear whether existing literature
on moral judgment would be applicable in the sustainable luxury context. We argue
that this is an area that needs further exploration in the form of mixed methods to
get a deeper understanding of the construct.

3.5 Hedonism

It has been well established that consumers are predisposed to consuming luxury
products as they are associated with the belief that products bring a sense of joy,
happiness. Luxury consumption is associated to carry an emotional value that
provides an intangible benefit and intrinsic enjoyment (Vigneron and Johnson
2004). Moreover, since luxury products offer an excellent quality and deliver
pleasure and sensory gratification to individuals, it is apparent that ones’ perceived
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level of hedonism is related to positive perception of consumption of luxury brands.
A large amount of literature on hedonism or hedonic value has mainly focused on
consumption of luxury brands. However, it is yet to be explored whether avail-
ability of sustainable luxury provides similar experiential value. Due to scarce
literature in this domain, a big question remain unanswered: can sustainable luxury
provide its user the same level of experiential value?

3.6 Attitudes and Intentions Toward Sustainable Luxury

In the interest of exploring ‘Sustainable luxury’, it becomes important to understand
what consumers think of it. By focusing on their relevant attitudes and related
behavior such as disposal activities, purchasing choices, and transfer of ownership
of products, useful insights can be helpful to identify policies and strategies to
circulate sustainable luxury. Studies suggest that consumers are moving from
‘conspicuous’ consumption to a more ‘meaningful’ consumption model (Carr
2013). This so called “ethics era,” where consumers are looking for sustainable
luxury products demonstrates that consumers have adapted their buying habits and
have become aware of the effects that their purchase may have on the rest of the
supply chain (Crane and Matten 2007; Davies et al. 2012; McGoldrick and
Freestone 2008). Luxury consumers have also purchased more timeless styles that
are of higher quality instead of purchasing trendier pieces as an attempt to purchase
something that may address social and environmental concerns they may have
(Kendall 2010).

In general, there has been a controversy in recent decades as marketers and
consumers alike do not see the relationship between these seemingly different
constructs. On one hand, luxury brands have acted upon consumers’ demands for
products to be more sustainable finding that consumers reacted positively to sus-
tainable luxury products. For instance, Gucci developed an eco-friendly handbag
collection made from leathers that came from Rainforest Alliance Certified ranches
(Ki and Kim 2016). In addition, Stella McCartney developed biodegradable
materials that allowed them the ability to refrain using leather and fur. On the other
hand, consumers have also reported negative attitudes toward luxury brands that are
made of recycled materials (Achabou and Dekhili 2013). While there have been
significant strides towards sustainable luxury on the manufacturers’ side, consumers
ultimately have to make a decision to seek out sustainable luxury products.

3.7 Luxury Involvement

(Product) involvement has been studied since 1947 by psychologists, who identified
involvement as the relationship between a stimulus either consciously or subcon-
sciously being elated to the ego (Sherif and Cantril 1947). Product involvement
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indicates how consumers assign importance to product categories based on their
inherent needs, values and interests (Bian and Moutinho 2011). Existing research
suggests that product involvement plays an important role in shaping intentions to
purchase in the decision making process. Subsequently, involvement is attributed to
explain a large percentage of consumer purchasing behavior (Quester and Lim
2003). It is imperative to understand consumer product involvement, particularly
with sustainable luxury products, to better understand consumers’ intention to
purchase these.

Previous research indicates that for consumers who have high involvement with
brands, the decision process undergoes extensive stages of information search and
criteria evaluation (Bian and Moutinho 2011). Owning luxury products has been
identified as a manifestation of one’s social self as consumers who own luxury
products use them to communicate status, wealth, and in turn, both social and
economic powers to those who see them (Beckham and Voyer 2014). As a result,
consumers who display higher levels of (luxury) product involvement are more
familiar with the brand image, characteristics of the products, and have an internal
reference of the price (Lin 2013).

The study further suggests that consumers who purchase luxury products spend
more time and effort to ensure that the products quality, features, and benefits align
with their interests and expectations. As involvement with luxury products increase,
consumers expect to have personal and symbolic gains to compensate for the high
product price (Dubois and Duquesne 1993). Moreover, consumers who experience
high involvement with luxury products establish close relationships with the brands
including: brand satisfaction, trust, affective commitment, and loyalty (Choo et al.
2012). Quester and Lim (2003) also reported that high involvement with brands is a
precondition to building loyalty for the brand. In a similar vein, consumers with
high involvement with luxury products leads to customer equity (Kim et al. 2012).
As a result, this equity benefits the luxury company; creating lifetime customers
(those with high involvement) become the most profitable for the brand, increasing
WOM, willingness to pay premiums, and repeat purchasing (Kim et al. 2012).

Considering the results from empirical studies on involvement construct men-
tioned above, it is our contention that luxury involvement will play a critical role in
moderating the relationship between attitudes towards and intentions to purchase
sustainable luxury. As consumers purchase luxury products regularly, they display
positive attitudes towards luxury goods. Consumers who buy from luxury brands
often expect to pay a premium for a high quality product; and as suggested
throughout this chapter, there has been a shift in luxury consumers to purchase
sustainable products. This attitude shift has created a new era in the luxury con-
sumer. This so called “ethics era,” where consumers are looking for sustainable
luxury products demonstrates that consumers have adapted their buying habits and
have become aware of the effects that their purchase may have on the rest of the
supply chain (Crane and Matten 2007; Davies et al. 2012; McGoldrick and
Freestone 2008).
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4 Conclusion

Sustainability in regards to luxury has gained traction recently in press and fashion
magazines; however, it is still a fairly new topic in the field of academia. It is
evident that sustainability, along with innovation, are considered to be the biggest
and most recent trends in the industry (Tutty 2016). As the awareness grows in the
industry and among individuals, luxury industry cannot ignore the concerns in the
TBL concept—including environmental impacts, human rights and wellness, and
other social practices associated with their products. In view of identifying and
understanding consumption of sustainable luxury on a broad level, the primary goal
of this chapter was to establish a multidimensional framework to further the dialog
regarding consumption behavior for sustainable luxury.

Although there have been moves to create a co-existence of luxury and “sus-
tainability,” the industry needs to continue developing a sustainable luxury market.
As consumers gain more interest in sustainable luxury, the industry needs to be
ready provide a clear message about its benefits to individuals and society; and
increase availability of sustainable luxury (Davies et al. 2012). For those luxury
brands that employ more sustainable tactics will allow them to sustain brand dif-
ferentiation and establish a lasting relationship with their customers (Achabou and
Dekhili 2013). As indicated by the authors, consumers gaining interest in sus-
tainable products coupled with high luxury involvement are likely to have a lasting
relationship with these brands.

Luxury brands that become more sustainable will find that consumers can take
part in the co-creation of a sustainable luxury brand; allowing them to have a sense
of responsibility toward the environment and humankind in general. Luxury brands
should shift their product offerings to encompass sustainable practices. Specifically,
offering timeless cuts, durable products, and incorporating natural materials can
entice both consumers seeking sustainable products as well as those who have not
been exposed to sustainable luxury previously (Lundblad and Davies 2015). In
addition, shifting luxury brand offerings to include repairing, recycling, and
repurposing products will allow the consumers to see an extended usable life of the
product and ultimately increase awareness of sustainable behavior (Lundblad and
Davies 2015). Ultimately, consumers are willing to pay more for a product when
they know that it was made under conditions that support the TBL concept, which
will manifest into continued brand value and loyalty for the luxury brands (Kapferer
2010; Hennigs et al. 2013).

As with most consumer products, promoting and marketing consumption of
sustainable luxury requires identifying key market segments, understanding the
motivations and needs of each segment. Strategic efforts in spreading awareness
could boost the speed with which people embrace sustainable luxury practices to
become a new norm; however, it is up to luxury brands to act first and show their
involvement in sustainable development for consumers to understand its merits. In
brief, the industry needs to take an active stance in realizing its responsibility to lead
sustainable efforts, as being ethical, and being seen to take concrete actions by

(Not) Made in Italy: Can Sustainability and Luxury Co-exist? 423



bringing institutional changes to engage its customer in accepting the co-existence
of sustainable luxury.

There is no beauty in the finest cloth if it makes hunger and unhappiness

—Mahatma Gandhi
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Luxury, Sustainability, and Corporate
Social Responsibility: Insights
from Fashion Luxury Case Studies
and Consumers’ Perceptions

Marco D’Anolfo, Cesare Amatulli, Matteo De Angelis
and Giovanni Pino

Abstract Since the mid-twentieth century, rapid technological and scientific
developments have produced continuous and significant improvements in people’s
daily lives. However, this growth has had considerable, and sometimes horrifying,
consequences for the climate and environment (Egri and Ralston 2008). As a result,
sustainability has become a central point in public discourse—not only for con-
sumers, but also for the companies, and in particular those in the luxury industry,
who generally operate at the international level and may serve as relevant actors in
economic development (Fraj and Martinez 2007; Kerr et al. 2009). Our focus on
luxury firms was born from the fact that such firms are still uncertain about how to
combine luxury and sustainability; indeed, these two concepts are often seen as
contradictory (Joy et al. 2012; Kapferer and Michaut-Denizeau 2014). The very
term “Luxus” has a double meaning: It positively connotes such concepts as beauty,
prestige, and power, but also implies excessive and ostentatious displays of wealth
(Kapferer 1997, 2012). This duality helps to explain consumers’ difficulty in rec-
onciling luxury, sustainability, and Corporate Social Responsibility (CSR), and also
why a company like Prada recently launched a website dedicated to highlighting
initiatives that reflect the brand’s commitment to sustainability. The present chapter
thus delves into a currently neglected area of research—namely, consumers’ per-
ceptions of the relationship between luxury, sustainability, and the CSR strategies
that major luxury companies adopt to counter said perceptions. To analyze luxury
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brands’ initiatives, we conducted a qualitative study on three well-known brands—
Gucci, Tod’s, and Bulgari—and examined their eco-sustainable collections and
approaches. We supplemented this research with a survey of consumers’ percep-
tions regarding luxury, sustainability, and CSR specifically by interviewing 200
consumers via an online questionnaire. From these data sources, we draw theo-
retical and managerial implications.

1 Sustainable Development in Modern Society

In the decades immediately following World War II, societal development was
defined primarily in economic terms and measured by the growth in countries’
gross domestic product (GDP) and per capita incomes. However, many of the
production activities that arose from such development have had a detrimental
impact on the environment. As a result, the notion of sustainability has risen to the
forefront of public discourse, reflecting the emerging green orientation of compa-
nies and their customers (Bansal and Roth 2000). Sustainability captures the idea of
satisfying the current generation’s needs without compromising those of future
generations (Fletcher 2008). In the Referencing a report from the World
Commission on Environment and Development (1987), Seidman (2007: 58) notes
that “sustainability is about much more than our relationship with the environment;
it is about our relationship with ourselves, our communities, and our institutions.”

Sustainability comprises three dimensions that reflect the complex and fluctu-
ating environmental dynamics that affect human livelihoods and well-being
(Langenwater 2009). The first dimension of sustainability is a social one, which
assumes that sustainable development leads to a general improvement of life quality
(Fukuda-Parr 2003). Development should be judged not only by the so-called
“basket of goods”, or the GDP guaranteed to a person or country, but also by the
level of environmental protection and trust in social relationships; the inability to
guarantee these conditions engenders a low quality of life (Gasper 2000). The
second dimension is environmental, which builds on the idea that natural resources
form the basis for satisfying material needs. According to this idea, human activities
reduce natural resources and, when coupled with production emissions and waste,
can compromise humans’ ability to satisfy their needs (Glassberg 1998).

“Man cannot live more than two or three minutes without air, or more than one or two days
without water. We completely depend on what our ancestors called the ‘Creator’s gifts’ or
‘Nature’s goodness.’ Although these natural goods, with the exception of the Earth, are
essential to men’s lives, they have not been considered from economists.” (de Jouvenel
1957)

Contrary to earlier beliefs, which saw natural resources as inexhaustible, modern
information clearly demonstrates that raw materials are limited—both in terms of
the productive resources that humans transform into commodities or goods (e.g.,
minerals, water, energy reserves, fauna, forest capital), and these resources’ ability
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to absorb residues, emissions, and waste. Thus, the principle goal of sustainable
production approaches involves reducing natural resource usage while producing
eco-friendly goods and/or services that respect eco-efficiency principles and
dematerialization standards.

The third dimension of sustainability is economic, which refers to the need to
regulate resources usage across generations. Excessive levels of consumption are
detrimental for the environment because they accelerate the extraction rates of
non-renewable resources and shorten the rotation times of renewable ones.
Therefore, people must reduce their present consumption if they hope to save
resources for future generations.

2 Sustainability and CSR in the Luxury Industry

The increasing relevance of sustainability issues has driven luxury firms to invest in
Corporate Social Responsibility (CSR), which embodies an enterprise’s commit-
ment to behaving in an ethical way that supersedes the mere observation of regu-
latory standards (Aguilera et al. 2007; Bhattacharya and Sen 2004; Kerr et al.
2009). In particular, CSR represents the set of initiatives that a company undertakes
in order to assess and control the potential and real effects of its activities on both
the environment and society at large. CSR may also refer to company efforts that
exceed the requirements imposed by regulators or environmental protection groups.
In short, the concept can be delineated into two dimensions: (1) internal, which
includes human resources management, health and occupational safety, business
organization, natural resource management, and effects on the environment; and
(2) external, which encompasses local communities, economic partners, suppliers,
consumers, respect for human rights across the whole supply chain, and global
environmental issues.

For businesses, sustainability generally reflects their concern for the long-term
impact of their activities on future generations and the environment. Therefore,
CSR is a means by which companies formalize their commitment to sustainable
development. The CSR department typically strives to support the company’s
economic goals while also developing initiatives aimed at increasing societal
wellbeing—for instance, by respecting regulations and ethical principles, or pre-
serving natural resources for future generations. However, being socially respon-
sible requires more than simply respecting laws; companies are expected to invest
in human capital, the environment, and their relationships with interested groups.
As the European Commission wrote in their 2001 Green Paper “Promoting a
European Framework for Corporate Social Responsibility”:

“The concept of corporate social responsibility basically means that companies sponta-
neously decide to contribute to improving society and to make the environment cleaner.
[…] Companies integrate social and environmental concerns in their business operations
and in their interaction with their stakeholders on a voluntary basis. […] Being compared,
in the ‘globalization’ context and particularly the internal market, to the challenges set by a
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transforming environment, the enterprises are even more aware that social responsibility
can perform as a direct economic value. Even if their main responsibility is that of taking
advantage, companies are at the same time able to contribute to social objectives and
environmental safeguarding by completing their social responsibility as a strategic
investment for their commercial strategy in their management tools and in their actions.”
(European Commission 2001, p. 5)

Moreover, the Green Paper specifies that:

“By affirming their social responsibility and assuming spontaneous commitments that go
beyond the regular and conventional needs with which they have to conform, however,
companies should strive to raise the rules connected to social development, environmental
safeguarding, and the respect of fundamental rights by adopting an open government
system that is able to appease the profits of the various parts involved within a global
approach of quality and sustainable development.” (European Commission 2001, p. 8)

Given this emphasis on voluntary self-regulation, enterprises’ participation in
CSR allows them to act not only as an economic player, invested in their own
outcomes, but also as a social actor that contributes to society’s well-being. This
extends companies’ accountability to the social, economic, and political contexts in
which they are embedded. To solidify this relationship, it is necessary that com-
panies’ performance be measured in terms of their contributions to economic
prosperity, environmental preservation, and the social capital of their host country
(Spence et al. 2004). Thus, a firm is usually considered socially responsible if: (1) it
invests in the training and management of human resources with respect to equal
treatment and equal opportunity principles; (2) it concretely limits the impact of its
own activities on the environment by investing in eco-sustainable technologies and
productive processes, and (3) it guarantees the integration and respect of social and
environmental problems.

Nowadays, CSR is seen as a fundamental component of the company vision and
identity, capable of reconciling economic and collective interests. In sum, CSR
represents a cultural shift in how businesses operate across different functional
areas. As the European Commission (2001) explains:

“[…]it doesn’t mean to abdicate the profit in order to make good deeds, but instead to make
profit, even doing more of it, but in a correct manner, producing social welfare and not to
cause damages to the collectivity, equilibrium and equity and not exploitation, the quality
of the life and not pollution and diseases, wealth and culture diffusion and not rapacious
destruction of human and environmental resources.” (p. 16)

2.1 The Link Between CSR and Luxury

Sustainability has become extremely important for luxury companies and their
customers, but as the root term “Luxus” suggests, the ideas of luxury and sus-
tainability do not readily intertwine. For luxury consumers, luxury goods are
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primarily about the delivery of satisfaction and pleasure rather than addressing
social or environmental needs. This stems from the fact that luxury goods cost a
great deal relative to their utility or economic potential. As a result, several people
consider such goods to be superfluous, detached from real needs and characterized
by vain superfluity (Sombart 2003). For this reason, “luxury” is commonly asso-
ciated with “excess,” “intemperance,” “debauchery,” “splendor,” and “magnifi-
cence,” (Aiello and Donvito 2006), which can invite criticism with regard to social
responsibility (Achabou and Dekhili 2013; Beckham and Voyer 2014). Thus, when
luxury consumers hear about CSR in the luxury industry, they may suspect that
these companies are simply trying to soften public opinion around luxury products.

While some consumers might interpret luxury companies’ CSR as an optional—
and therefore worthless—practice, consumers as a whole are increasingly interested
in social and environmental policies. They thus expect companies to not only
adhere to regulations, but also support charity programs, preserve the environment,
and cooperate with local institutions. In response, many luxury companies now
position ethics and responsibility as primary corporate values. Consequently, these
brands are undertaking important challenges related to developing more
sustainability-oriented production processes while delivering high-quality goods
and services (Janssen et al. 2014).

The intent of most CSR plans is to mutually accomplish intrinsic and extrinsic
aims. For many companies, the extrinsic (or egoistic) aim is to increase brand
awareness. The intrinsic aim, by contrast, revolves around “doing good”, that is,
fulfilling a series of obligations either imposed on or undertaken by the company.
Across both goals, the brand seeks to become a node in people’s memory that can
be “anchored” to other information, with the intent of forming a favorable “bundle”
of associations in consumers’ minds (Aaker 1991; Kotler 2011). To this end, it is
important that companies position their CSR activities as a pillar of the larger
brand’s corporate values, rather than as an ancillary set of actions. Otherwise,
consumers may perceive such activities as incoherent and form a negative brand
impression.

In short, consumers respond best to a CSR activity when it demonstrates the
company’s commitment to being socially responsible rather than merely bolstering
the brand image. By focusing on the intrinsic aim, firms can establish a sense of
connection between their brand(s) and consumer perceptions, a phenomenon called
“consumer-company identification” (Bhattacharya and Sen 2003; Bhattacharya
et al. 2011; Sen and Bhattacharya 2001), which may foster a sense of attachment
with the company (Fournier 1998). Companies that behave in a socially responsible
manner are more attractive targets for identification. This process may foster a
strong attachment among some consumers, who might then become “brand advo-
cates” capable of positive word-of-mouth. Conversely, consumers may punish
companies that create a false sense of social responsibility.
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3 Case Studies: The CSR Approaches of Luxury
Companies

The present research focuses on three leading luxury companies—Gucci, Bulgari
and Tod’s—that are making considerable efforts to act in a responsible way and be
perceived as good corporate citizens. These companies are modifying many of their
internal processes in order to increase the value of their offerings while simulta-
neously generating positive effects for society at large. We particularly selected
these companies because they illustrate how the broader luxury industry could
adopt new, eco-friendly management models as a prompt response to social,
environmental and economic concerns. If successful, these three firms could
become a benchmark for others in the luxury industry.

3.1 Gucci

3.1.1 Company Introduction

Gucci is a famous Italian brand and a symbol of style, class, high fashion, and
luxury. It was created by Guccio Gucci in the 1920s in Florence (Gucci 2015a). The
company specializes in leather products, which were originally designed for the
English nobility. Because sophisticated persons indulging in horse hobbies com-
prised the chief commissions of that era, Gucci adopted two exclusive brand
markings to appeal to those patrons: the clamp, which later became a fashion icon,
and the green-red-green weft ribbon, which is reminiscent of a saddle girth.
Nowadays, the company strongly invests in its local area and in each activity of the
production chain, employing around 8000 people in its productive area and around
45,000 employees in the whole of Italy. In addition to local investment, Gucci’s
values include quality, exclusivity, a balance between modernity and tradition, and
a “Made in Italy” commitment. Together, these values have made the firm one of
the most popular Italian brands in the world (Gucci 2016).

3.1.2 Gucci’s CSR Approach

Modern social and environmental problems have led Gucci to undertake a series of
activities designed to sustain eco-friendly policies that guarantee high-level quali-
tative standards among their commodities while respecting labor rights (Gucci
2015b). In 2004, the company undertook a social liability certification process (SA
8000) involving their administrative offices, shops, and suppliers. Since 2008, the
company has had a division exclusively designed for such purposes.
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Gucci’s CSR approach focuses on three main areas (Gucci 2015c): (1) human
resource protection and promotion (e.g., labor rights, solidarity towards the most
disadvantaged groups); (2) political and economic objectives and efforts to maintain
art and culture, and (3) environmental impact management in all phases of the value
chain by supporting the creation of sustainable commodities. In order to realize its
program, the firm’s CSR division coordinates with other internal departments.

Gucci wants to promote the idea that sustainable value, which has become an
essential element of the company’s mission statement, can and should be a
cornerstone of its management policies and behaviors. The firm also emphasizes the
importance of communicating with stakeholders, who hold the right to be informed
of all processes that impact production. In a CSR perspective, consumers have the
right to know where a product’s raw materials originate from, so that they can feel
confident that their consumption does not negatively affect the environment or other
persons (Hennigs et al. 2013).

In 2009, the Italian Charter for Equal Opportunities and Equality at Work was
introduced to guarantee equal dignity and working conditions to all employees via
periodic inspections of firms’ compliance with regulatory standards. In the same
year, Gucci created the Committee for CSR and signed an agreement with the most
important national labor unions. The purpose of these initiatives was to plan actions
that would promote, valorize, and sustain Gucci as a unique icon of knowledge and
value in terms of economic, environmental, and social sustainability. As part of this
treaty, the company agreed “to valorize and to promote the production chain as a
unique patrimony of knowledge and recognized value, in a logical of economic and
social sustainability” (Italian Charter for Equal Opportunities and Equality at Work
2011).

In 2010, Gucci obtained the ISO 14001 environmental certification, an important
outcome of several eco-friendly initiatives that reduced the environmental impact of
its production activities. Moreover, Gucci implemented a moratorium against the
raising of cattle livestock in the Amazon in response to an announcement by
Greenpeace. These implementation measures called for an energy revolution to halt
or at least slow climate change, protect marine reserves and prosecute unauthorized
fishing, protect primary forests, namely those still “intact” or only slightly con-
taminated by human activities, eliminate toxic substances from production pro-
cesses, and promote sustainable agriculture by protecting biodiversity and avoiding
GMOs.

3.1.3 Eco-friendly Collections

Social responsibility, environmental protection, and economic sustainability form
the basis of Gucci’s commercial policies and marketing strategies. For this reason,
the company designed a new green logo that embodies its commitment to these
CSR goals.
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“A new logo is associated with our identity because we have thought that, from now, it was
correct to identify our commitment in this area with a dedicated logo. These values are
always part of the company DNA and have been carried out with great strength in the last
years, through policies of social and environmental sustainability in the broad sense.”
(Patrizio di Marco, chairman and CEO of Gucci, Wise Society 2012)

CSR and Sustainability Director Rossella Ravagli described Gucci’s green
approach as:

“…a very articulated and difficult path that asks for a detailed work and a necessary
gradualness. Gucci’s commitment has been forward-looking however, a sign, therefore, of a
politics oriented towards the environmental and social sustainability undertaken by the
group.” (Rossella Ravagli, head of Corporate Sustainability & Responsibility Department,
Wise Society 2013)

The new project is congruent with Gucci’s responsibility mission of guaran-
teeing sustainable commodities to the modern consumer by balancing timeless style
and love for the future (Gucci 2015b). The sections below describe these efforts in
more detail.

Sunglasses: In 2013, Gucci and Safilo (the world leader in the luxury eyewear
industry) announced the launch of four new models of glasses geared towards
sustainability. The products in this collection were made with an innovative acetate
that contained natural materials, contrary to those traditionally used in frames
(Safilo 2013). To sensitize young consumers to sustainability, the brand also
introduced the mini collection “Gucci Eyeweb,” which included two bio-based
sunglasses composed of a material extracted from castor oil seeds. Furthermore, the
firms tailored the production of these items to reduce CO2 emissions. These
products were paired with a sunglasses frame made of liquid wood, a biodegradable
and eco-friendly material derived from wood fiber (from forests with controlled
reforestation), lignin (from paper) and natural waxes that replace traditional plastics.

Shoes: Gucci has launched a new line of eco-friendly men’s and women’s shoes
designed by Creative Director Frida Giannini and featuring soles made of green
material (Gucci 2015d). Named “Green Marola” (for women’s ballerina shoes) and
“Green California” (for men’s sneakers), both shoes utilize bioplastic, a
biodegradable material that substitutes for traditional plastic. It is an eco-sustainable
material successfully tested in laboratories and certified in agreement with the
UNI EN 13432 and ISO 17088 European and International standards. This material
decomposes faster than traditionally manufactured plastics and does not produce
any waste emission, thus limiting its environmental impact. The Green Marolas are
entirely made of bioplastic, while the Green California feature a biodegradable
rubber sole and an upper part in leather, laces in certified biological cotton, and the
green Gucci logo impressed on a recycled polyester label.

Packaging: Gucci redesigned their packaging to be made with Forest
Stewardship Council (FSC)-certified 100% recyclable paper. This new packaging is
smaller and lighter, thus requiring fewer transportation loads and contributing to a
60% reduction in CO2 emissions (Gucci 2015e). The new packaging features a
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modern and refined design emblazoned with the Möbius1 symbol, an image of
product recyclability employed and recognized all over the world. Buyers of Gucci
products also receive a small informative leaflet and a pre-addressed envelope so
that they can learn how to recycle the old object when buying a new article.

3.2 Tod’s Group

3.2.1 Company Introduction

Tod’s S.p.A ranks 38th among the top 100 luxury firms (Deloitte 2015), with 1.3
million USD in revenue. It is a holding company and a principal player in the
production and commercialization of luxury footwear and leather goods, including
the Tod’s and Hogan brands; it also operates in the apparel sector with the Fay
brand (Tod’s Group 2015a). Each brand in the group is characterized by a balanced
mix of tradition and modernity, high quality materials, creativity, and wide usability
in every commodity. Because of specialization throughout the production chain,
each item is handmade using craftsmen’s techniques so that the end product is
exclusive and highly recognizable. Each brand features iconic pieces, such as the
Tod’s Driving Shoe and D Bag, and Hogan’s Traditional and Interactive footwear.
Production occurs across both group factories (six for the footwear and two for the
leather goods) and a small number of specialized laboratories, with which Tod’s has
long-established funding relationships. Material purchasing, production monitoring,
and control stages are overseen by the group leader, even for products manufac-
tured in external laboratories.

3.2.2 Tod’s CSR Approach

Tod’s embraces principles such as creativity, craftsmanship, tradition, “Made in
Italy,” and solidarity. Since 2008, the company has employed an Ethical Code and a
Model of Organization, Management, and Control as a guideline for conducting
training aimed at implementing such principles (Tod’s Group 2015b). The group
sees this support of human capital as an essential asset to its own activities, as well
as a way to benefit the stakeholders in its countries of operation. Furthermore, Tod’s
devotes 1% of its net profits to supporting the poorest resident populations in its
operating areas (Fondazione il Sole 2013). In this way, the company shares its own
profits with the areas from which it draws resources, thus strengthening the group’s
bond with its local audience. Tod’s Group is also committed to improving Italy’s

1In mathematics, and more precisely in topology, the Möbius strip is an example of non-orientable
surface and a grooved surface. It takes its name from the German mathematician August Ferdinand
Möbius.
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international reputation and preserving the nation’s cultural heritage. It is a
founding member of Teatro della Scala of Milan, and, in 2011, entirely financed a
series of restoration works for the Colosseum (for a total of 25 million euros) in
collaboration with the Ministry of Cultural Heritage and Activities and the Special
Superintendence for the Archaeological Goods in Rome (Tod’s Group 2016). This
initiative aimed to protect and promote Italian culture, inspired by the company’s
conviction to invest in the “Made in Italy” concept, and hence in the abilities and
traditions of local companies.

3.2.3 Eco-friendly Collections

Even though past criticisms were what led the company to behave more ethically
and implement social responsibility management plans, Tod’s has initiated
numerous programs oriented toward environmental themes. One such priority is to
decrease energy consumption in the company’s production and retail establish-
ments. With the help of specialized suppliers, the group can reduce electrical
consumption by tailoring its buildings to be low energy. In its Italian headquarters,
for instance, Tod’s uses renewable energy resources (e.g., geothermal, photo-
voltaic). Meanwhile, a new building that has been under construction since 2014
abides by the newest green construction philosophies, featuring several floors
composed of plant components and other natural materials. The group also embeds
motor devices with inverter technology into its facilities, which reduce energy
consumption by enabling operation modification in response to real needs.
Additionally, Tod’s utilizes LED2 technology and recycled wood in both its Italian
headquarters and the retail stores that compose the company’s distribution network,
further demonstrating the group’s responsible use of resources.

Even though Tod’s does not produce “green” products, the group engages in a
series of activities aimed at preserving environmental resources. For instance, the
firm prioritizes the environmental protection and sustainable development of the
territories in which it operates, striving to minimize the adverse environmental
impact of its business activities. To this end, the firm respects a series of European
environmental regulations concerning emissions and land utilization. Furthermore,
Tod’s promotes activities and processes compatible with the environment, such as
pursuing energy efficiency and the sustainable use of resources; assessing the
environmental impact of all activities and business processes; collaborating with
stakeholders, internal (e.g., employees) and external (e.g., public institutions), in
order to optimally manage environmental problems, and contributing to environ-
mental protection through the implementation of suitable management and moni-
toring systems.

2LED (Light Emitting Diode) is an optoelectronic device that uses the optical properties of some
semiconductor materials to produce photons through a phenomenon of spontaneous emission.
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3.3 Bulgari

3.3.1 Company Introduction

The Bulgari Company was founded in Naples in 1884 by Sotirios Voulgaris (in the
original Greek; Bulgaris in Italian) and his business partner Demetrio Kremos
(Bulgari 2015a). Bulgari drew inspiration from the Greek and Roman cultures for
its constant brand renovation. The brand comprises six different Strategic Business
Units (see Fig. 1): the percentages listed in Fig. 1 represent the incomes of each
SBU (authors’ elaboration of Bulgari’s 2014 financial statement). With an overall
turnover of 1.6 million euros, the brand is one of the most profitable subsidiaries of
the Louis Vuitton Möet Hennessy (LVMH) group, a leading luxury goods con-
glomerate. Bulgari owns 180 retail stores around the world and plans to achieve
further growth through its emphasis on such values as harmony and refinement.

3.3.2 Bulgari’s CSR Approach

Bulgari’s approach to CSR involves balancing the social, environmental, and
economic values inherent to its strategies and activities while promoting long-term
social and environmental sustainability (Bulgari 2015b). To this end, the firm has
defined and continuously implemented an advanced ethical code and internal pol-
icy, as well as established reference values intended to promote diversity, prevent
discrimination, and safeguard employee health. Internally, the group seeks to ensure
safe job conditions, offer ongoing training to employees, and build a collaborative
and conscious working environment (cf. Feltus, Petit and Dubois 2009) that values
responsible behaviors, such as environmental protection. These principles are
solidified in Bulgari’s code of conduct (Bulgari 2015c), which relegates the pro-
visioning of precious stones. Regarding community impact, Bulgari’s strategy
involves promoting youth education all over the world through the support of the
World Scout Organization and other global or local associations devoted to the
same objective. The firm also rewards improvements to its production chain by
giving consideration to its nearest company partners. In 2014, for instance, Bulgari
awarded its partner company Zordan with the Bulgari Design Award for sustainable
construction.

3.3.3 Eco-friendly Collections

As said before, Bulgari’s code of conduct regulates its supply of precious stones.
Conflict diamonds (also called “blood diamonds”) present a serious issue—for
example, in those parts of the world where rebel movements use untreated precious
stones to finance wars against governments. Therefore, companies cannot purchase
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raw materials from such places without the risk of becoming complicit in atrocious
felonies. As such, Bulgari exclusively purchases carved stones from qualified
suppliers in the Kimberley Process (Bulgari 2015d). This is a combined initiative
among governments, industries, the civil society, and companies that aims to stop
the flow of conflict diamonds via an international control system of certified trade.
In addition, Bulgari is a long-time member of the Responsible Jewelry Council
(RJC), a non-profit organization that promotes ethically responsible business
practices in order to safeguard human rights, in both social and working environ-
ments, across the whole jewelry production chain.

All companies directly and indirectly supervised by Bulgari have adopted
policies and management systems to guarantee the respect of the following
important principles: (1) ethics in business: to develop activities with respect to
ethical norms, integrity, transparency, and conformity with enforced laws; (2) hu-
man rights: to respect the dignity of the individual according to the Universal
Declaration of Human Rights enacted by the United Nations, and (3) environment:
to suitably eliminate or minimize the adverse effects of production activities on the
environment (Bulgari 2015c). In addition to earning the Green Certificate for the
renewable energy of its centers, Bulgari also obtained LEED Certification

Fig. 1 Pie chart of Bulgari’s SBUs
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(Leadership in Energy and Environmental Design),3 which attests to the minimal
environmental impact of its buildings. Bulgari also aims to create optimal working
environments where safety and prevention serve as cornerstone values. By advo-
cating for the inestimable value of human life, the company is able to encourage
environmentally conscious behaviors and delineate individual employees’ ethical
responsibilities.

Since 2012, the company has audited its own suppliers to confirm their respect
for social and environmental responsibility in the distribution chain. In 2013, during
the LVHM group’s celebrations for 20 years of environment engagement, Bulgari
launched Green Week: a week devoted to the environment (Bulgari 2015e). During
this time, the company proposed activities meant to sensitize employees to envi-
ronmental matters while also inaugurating a series of CSR projects linked to the
green philosophy. For example, during the week’s Info Pills campaign, which
strove to spread information about new recycling measures, Bulgari’s employees
received gifts of ceramic cups for warm and cold drinks as substitutes for plastic
glasses. The week ended with the sharing of good environmental practices across
Bulgari’s various centers in different countries.

4 Empirical Research

4.1 Objectives

To supplement the above analysis, we administered an online questionnaire with 19
questions to a sample of 200 Italian consumers (female 34.2%, male: 65.8%). We
used this questionnaire (see Appendix) to understand the real impact that CSR
policies have on consumers’ behaviors and their perceptions of luxury brands and
products.

4.2 Methodology

The survey was articulated into four parts that assessed respondents’: (1) frequency
of luxury purchases or reason for having never bought luxury goods; (2) knowledge
of sustainability issues, CSR, and the luxury sector; (3) knowledge of the studied
companies (Gucci, Tod’s, Bulgari) and their green operations; and (4) demographic
data.

3LEED is a voluntary certification program that can be applied to any type of building (both
commercial and residential) and concerns the entire life cycle of the building, from design to
construction.
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4.3 Results

Regarding the frequency of luxury purchases, 41% of respondents considered
themselves occasional luxury consumers, whereas 16% considered themselves
usual luxury consumers (see Fig. 2). We found that consumption frequency began
to increase among consumers aged between 26 and 35, who have more solid
working positions and thus more opportunities to purchase luxury goods and/or
services. The main obstacles to luxury purchases included economic impossibility
(44%) and mismatch with the consumer personality (35%) (see Fig. 3).

In the second part of the survey, we introduced the topics of CSR, sustainability,
and the relationship between these themes and the luxury sector, and assessed
respondents’ perceptions of these topics. More than half of the respondents (51.5%)
had never heard of CSR. The most thorough definitions of sustainable development
and CSR given by respondents were as follows:

“All those actions intended for the use of energies derived from renewable and
non-polluting sources, which are also cheap and eco-friendly for the company.” (Female
consumer, aged 18)

“Sustainable development: a series of initiatives aimed at curbing the planet’s decay
through actions in respect of our environment; CSR: corporate policies that relate to
compliance with social, environmental, and productive dimensions in the pursuit of sus-
tainability.” (Male consumer, aged 27)

“Being able today to produce, without erasing the possibilities for future generations of
living with dignity.” (Female consumer, aged 35)

“The implications of moral and ethical nature that may exist within the business strategy.”
(Male consumer, aged 51)

We asked respondents to indicate what dimensions of sustainability among the
social, environmental, and economic ones, they considered most important and
allowed them to provide more than one preference. Results revealed a significant
preference for the environmental (140 responses) and social dimensions (116
responses). A lower number of respondents selected the economic dimension

Fig. 2 Responses regarding
the frequency of luxury
consumption
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(36 responses). These answers suggest that the environment and people’s quality of
life are closely linked. A subsequent question, however, revealed that only 27.3% of
the respondents knew of luxury companies who care about sustainability and CSR.

Respondents were also asked to judge the production chain activities of luxury
companies. Given a scale from one (negative judgment) to seven (positive judg-
ment), the majority of respondents positioned the three companies in the range from
one to three, thus indicating an overall more negative judgment. When asked to
justify their responses, some of the respondents commented as follows:

“Because I think they do not pose any problem.” (Male consumer, aged 26)

“These are processes that cause pollution, social and economic inequality, and conflict
between employees and managers.” (Female consumer, aged 28)

“Often in their scale of values, sustainability is located at the lowest point of the pyramid.”
(Female consumer, aged 28)

“Few companies today respect workforce rights or use green materials.” (Male consumer,
aged 34)

“Exploitation of the poorest countries.” (Male consumer, aged 57)

This part of the questionnaire also included multiple choice (Yes/No) questions
that assessed respondents’ perceptions about the ethicality of luxury companies and
their own willingness to buy green luxury goods (Fig. 4). Over 70% of the
respondents expressed skepticism toward the ethicality of luxury companies,
asserting that CSR mainly represents a source of added value for these companies.
Such perceptions reflect the belief that companies only adopt sustainable activities
and CSR policies to distract and appease the public. Consumers who hold this point
of view may push for luxury companies to rediscover their ethical and moral values
(Abela and Murphy 2008) and thereby recover a positive image among consumers.
Granted, it takes very little to destroy a company’s brand image, but a very long
time and considerable investment to recover its original position. Nevertheless,
about 70% of respondents claimed that they were willing to buy green luxury goods
and pay a premium price for them (Fig. 4).

Fig. 3 Reasons why people never bought luxury goods
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In the third part of the survey, we asked respondents a series of questions related
to Gucci, Tod’s, Bulgari, and their green operations. First, we asked if participants
knew of these companies; all of them did, as expected. We then asked respondents
to share their opinions regarding whether and to what extent the studied companies
are committed to CSR and sustainable development. Of the responses, 51.5%
answered that the companies are “not committed to CSR and sustainability issues,”
while the remaining 48.5% claimed these brands have joined the ranks of the
world’s so-called green companies, but that their results are not satisfactory. We
also asked respondents if they would buy the green collections produced by the
three brands; the positive responses confirmed that sustainability may not scare
consumers during the purchase phase. Finally, participants provided their gender,
age, and occupation.

5 Discussion and Implications

The three luxury companies assessed in this chapter appear to be particularly
sensitive to sustainable development. As a result, they have made considerable
efforts to reduce the environmental impact of their activities, develop
eco-compatible products and production processes, and contribute to societal
wellbeing. In particular, Gucci focuses on the use of new materials for its products
and packaging; Tod’s emphasizes non-profit initiatives, and Bulgari invests in
responsible production approaches and work environments. In addition, each
company communicates its commitment to CSR in a singular way: Gucci uses
green logos, Tod’s develops cultural initiatives, and Bulgari formalizes its respect
for ethical standards with certifications. Through those initiatives, these leading

Fig. 4 Personal opinions of consumers about luxury companies and their CSR activities
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luxury companies demonstrate their sensitivity to relevant societal, economic, and
environmental issues. They also hope to establish trusted relationships with their
customers and foster a sense of consumer-company identification. However, con-
sumers often lack awareness of these activities and thus do not identify with the
companies that perform them; at best, consumers may take a company’s CSR
activities on good faith. To close this gap, luxury companies, such as those con-
sidered in this research, should cultivate their own ethical and moral values while
increasing consumer awareness about their CSR commitment, emphasizing that
CSR is a central to their corporate strategy rather than a mere secondary activity
(Castaldo et al. 2009; Grappi et al. 2013).

Our survey ascertained that a significant number of consumers are still skeptical
about the examined companies’ CSR approaches. However, consumers seem
willing to support these companies’ efforts to act in a responsible way, so long as
said companies are able to demonstrate a stronger commitment to social, economic,
and environmental issues. Because modern consumers use alternative information
sources, such as the Internet, to cultivate their understandings and opinions, they are
less prone to accepting advertisements as truth. Further, they spend an increasing
amount of their shopping time online—to the point that online purchases of per-
sonal luxury goods will represent almost 20% of the total amount by 2025
(McKinsey 2016). Companies with an online presence can use their websites to
explain their production processes or material sources, or perhaps even devote
entire pages to their CSR efforts, thus highlighting their contributions to public
wellbeing. Using these communication platforms to spread awareness could be an
important first step toward improving consumers’ opinions about luxury brands.

As it happens, Gucci, Tod’s and Bulgari are already very active in the digital
sector (Contactlab 2015) and experiencing considerable growth. Nonetheless, these
companies could enhance their positioning by broadcasting a green message to
counteract any negative reputations. However, it is not enough to simply talk about
these themes; consumers will likely be persuaded more by seeing the results of CSR
activities. Moreover, companies must communicate that their initiatives constitute
an integral part of a larger development policy aimed at benefiting all stakeholders,
both internal and external.

Another way to create awareness is through green marketing activities, which
comprise the set of initiatives aimed at planning and executing the marketing mix
that is best able to facilitate consumption, production, distribution, promotion,
packaging, and product reclamation in a manner that is sensitive or responsive to
ecological concerns (Dahlstrom 2010). Through green marketing activities, luxury
companies might propose and support new consumer lifestyles (Davies et al. 2012),
thereby presenting customers with the opportunity to enhance their sense of iden-
tification with the company and the luxury brand. Those objectives could become
particularly important for companies wanting to be perceived as ethical and
responsible corporate citizens.
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6 Conclusions

The results of this research suggest that leading luxury firms such as Gucci, Tod’s
and Bulgari invest considerable resources to ensure responsible operations in areas
ranging from production and distribution processes, to working environments, to
non-profit initiatives. In spite of this, consumers may suspect that these ethical
initiatives mainly serve to increase these firms’ profitability rather than meaning-
fully contribute to societal and environmental problems. To improve consumers’
trust and support, luxury companies may need to better communicate their values,
responsible actions, and non-profit goals. It is important, however, that consumers
perceive sustainability initiatives as part of a structured production approach aimed
at generating, re-investing, and re-distributing economic value in an ethical and
responsible way, rather than as isolated actions design to improve the company’s
image and visibility. Given the importance of all CSR initiatives to a brand’s health,
luxury companies cannot afford to neglect one activity for another. Instead, they
should seek to simultaneously benefit stakeholders, society, and the environment.

Appendix

Part I. Luxury purchases

1. How often do you buy luxury goods/services? (multiple choice question)

• Frequently
• Occasionally
• Rarely
• I never buy luxury products

2. If you’ve never bought, why? (multiple choice question)

• I don’t like the offers of luxury companies
• I feel uncomfortable when I go in luxury stores
• I believe that luxury goods offer nothing more than the common brand
• Luxury goods don’t match with my personality
• Economic impossibility
• Other

Part II. Sustainable development, Corporate Social Responsibility (CSR) and
the luxury industry

3. Have you ever heard about sustainable development and CSR?

• Yes
• No

4. If you heard about them, can you define these concepts with your own words?
(open-ended question)
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5. In your opinion, what dimensions of sustainability are most important? (You
can select more than one dimension)

• Social: improving lifestyle quality
• Enviromental: satisfying consumer needs without depleting natural

resources
• Economic: creating economic value for present and future generations

6. Do you know any luxury company that has implemented sustainable production
processes and/or CSR strategies?

• Yes
• No

7. How do you judge luxury companies’ production chain* activities?
(1 = Negatively; 7 = Positively)
*: all the stages of making a product, considered together.

8. If you judged it negatively, why? (open-ended question)
9. Do you think that companies that implement sustainable choices and commit to

CSR do so for individualistic reasons?

• Yes
• No

10. Do you think that luxury companies should recover ethical and moral values?

• Yes
• No

11. Do you think that CSR is an added value for companies?

• Yes
• No

12. Would you be willing to pay more for a green luxury product/service?

• Yes
• No

13. Would you buy a luxury brand’s “green” collection?

• Yes
• No

Part III. Three leading luxury companies: Gucci, Tod’s, and Bulgari

14. Do you know the luxury brands Gucci, Tod’s, or Bulgari?
Mark the answer “other”, if one of them is unknown to you.

• Yes
• No
• Other
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15. Do you think that the three brands are committed to the topics of sustainable
development and CSR?

• Yes
• No

16. Would you buy some of their “green” articles?

• Yes
• No

Part IV. Socio-demographic data

17. Gender

• Male
• Female

18. Age
18–25; 26–35; 36–50; 51–65; Over 65.

19. Occupation (open-ended question)
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Anything Worth Doing: The Ambiguity
of Values in Sustainable Luxury

Nadine Hennigs, Evmorfia Karampournioti
and Klaus-Peter Wiedmann

Abstract The 21st century is believed to be the rise of the ethical consumer who is
concerned about a broad spectrum of issues ranging from the environment and
animal welfare to societal concerns, including human rights. Ethical and environ-
mental consumerism is regarded as a mainstream phenomenon in contemporary
consumer culture related to all product categories and continues to build momentum
around the world. Existing research finds evidence that even the average consumer
prefers e.g., fair trade coffee and chocolate, organic cotton and cosmetics produced
without animal testing. The ethical buyer, who is “shopping for a better world”, is
increasingly concerned about the consequences of consumption and “intents to
make certain consumption choices due to personal and moral beliefs and values”.
Since the consumption of luxury provides the possibility to express the deepest
values, there appears to be a close association to the concept of ethical con-
sumerism. Nevertheless, a critical perspective on the economic reality supports the
assumption that there exists an enormous gap between articulated individual values
and behavioral intention and actual shopping behavior. Against this backdrop, the
following key question has arisen: Is the ethical consumer little more than a myth?
To shed light on this important question with special focus on the luxury market, in
our paper, we investigate the relationship between (a) the set of core values and
norms guiding consumer behavior defined as “desirable goals, varying in impor-
tance, that serve as guiding principles in peoples’ lives” (Schwartz in J Soc
Issues 50(4):19–45, 1994, p. 21) with special focus on environmental orientation on
the one hand and (b) dimensions of customer perceived value understood as the
“consumer’s overall assessment of the utility of a product (or service) based on
perceptions of what is received and what is given” (Zeithaml in J Mark 52(3):2–22,
1988, p. 14) on the other hand. We suggest that customers’ general ethical and
environmental orientation is translated into actual consumer behavior as represented
by the demand for sustainable excellence in all business practices. Only if
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consumers perceive superior value reflected in all respects of a certain brand or
product, they are willing to bridge the gap between basic ethical value orientation
and actual ethical consumption.

Keywords Environmental value orientation � Customer perceived value �
Sustainability excellence � Luxury industry

1 Introduction

The issue of sustainability is one of the central challenges for all countries in the world
and for companies in their production processes. The continuous population growth
and rapid economic development demand innovative environmental and ethical
solutions from both businesses and governments. With reference to the luxury
industry, the concepts of luxury and sustainability, however, appear at first glance in
contrasting relationship: While luxury is often associated with superficial pomp and
extravagance, sustainability addresses responsible consumption, social justice and
the protection of natural resources (Pascaud 2011; Brundtland 1987). In this context,
luxury companies have been criticized for risky working conditions, local river
pollution, deforestation, sourcing of blood diamonds and the use of hazardous
chemicals what negatively impacts upon corporate reputation and brand image
(Kapferer andMichaut 2015; Sarasin 2012; Konietzko et al. 2014). The consideration
of sustainability is therefore an important aspect in order to ensure the survival of the
brand and a long-term competitive advantage (Girón 2014; Kapferer 2015).

Reasoning that luxury consumers typically belong to a wealthy, cultured global
elite that has increasing interest in the environment and society (Bendell and
Kleanthous 2007), they “want the brands they use to reflect their concerns and
aspirations for a better world” (Bendell and Kleanthous 2007, p. 5). As the con-
sumption of luxury provides the possibility to express one’s deepest values (Belk
1988; Jenkins 2004), there appears to be a close association of luxury to the concept
of ethical and environmental consumerism. The ethical buyer demands products that
meet his/her moral principles and boycotts companies involved in unethical practices
(e.g., Barnett et al. 2005; Muncy and Vitell 1992). Expecting “convincing answers to
questions of environmental and social responsibility” (Bendell and Kleanthous
2007, p. 8), consumers either reward or punish companies that stress or ignore the
importance of social and environmental excellence (Grail Research 2010).

A critical perspective on the economic reality has led to the discussion if the
ethical consumer is nothing more than a myth (e.g., Carrigan and Attalla 2001;
Devinney et al. 2010). Global consumers tend to turn a blind eye to political and
ethical malpractices of their favorite brands (BBC 2002) and believe the govern-
ment, the market, companies or the overall system to be responsible for sustain-
ability practices—not themselves (Devinney et al. 2010). Reflecting the enormous
gap between articulated individual environmental values and actual shopping
behavior, the present chapter investigates the relationship between
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a. the set of core values and norms guiding consumer behavior defined as
“desirable goals, varying in importance, that serve as guiding principles in
peoples’ lives” (Schwartz 1994, p. 21) with special focus on environmental
orientation on the one hand and

b. dimensions of customer perceived value understood as the “consumer’s overall
assessment of the utility of a product (or service) based on perceptions of what
is received and what is given” (Zeithaml 1988, p. 14) on the other hand.

We suggest that customers’ general ethical and environmental orientation is
translated into actual consumer behavior as represented by the demand for sus-
tainable excellence in all business practices. Only if consumers perceive superior
value reflected in all respects of a certain brand or product, they are willing to
bridge the gap between basic ethical value orientation and actual ethical
consumption.

The chapter is organized as follows: In the next paragraph, the theoretical
background of the concept of environmental orientation and luxury value percep-
tion will be presented. After that, a taxonomy of value-based environmental ori-
entation is discussed that links egoistic, altruistic and biospheric environmental
orientation with the four dimensions of luxury value perception. This model is used
for the evaluation of business practice in terms of sustainability excellence in the
perspective of the customer. Finally, the chapter concludes with a discussion of next
research steps and managerial implications to help managers in the luxury industry
improve the efficiency and effectiveness of their sustainability practices.

2 Theoretical Background

2.1 Environmental Value Orientation

Usually defined as abstract standards and goals with the ability to shape human
lives, value orientation has been reported to be one of the most influential factors
for the description and prediction of human environmental beliefs and behavior
(Howard and Woodside 1984; Pitts and Woodside 1984; Rokeach 1973; Richins
and Dawson 1992; McCarty and Shrum 1994). Values are “centrally held, enduring
beliefs which guide actions and judgments across specific situations and beyond
immediate goals to more ultimate end-states of existence” (Rokeach 1968, p. 161).
Similar to the definition of Schwartz (1994) reflecting on values as guiding prin-
ciples in peoples live, both definitions clearly illustrate that values go beyond the
evaluation of specific objects or situations. Rather, they embody value specific
modes of conduct and end states of existence (enduring goals in life). Accordingly,
consumers’ specific value system serves as a basis of individual behavior, the
emergence of needs as well as of the formation of attitudes toward certain objects
(Rokeach 1968).
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The “[…] inevitability of “limits to growth,” the necessity of achieving a
“steady-state” economy, the importance of preserving the “balance of nature,”
and the need to reject the anthropocentric notion that nature exists solely for
human use” (Dunlap and Van Liere 1978, p. 10) clearly describes the emergence of
a new world view, in which the necessity of environmental protection and the
reduction of degradation is of great importance along with a higher environmental
concern and awareness—The New Environmental Paradigm (Dunlap and Van
Liere 1978). Furthermore, environmental problems “in which self-interest choice is
detrimental to shared resources in the environment and environmentally cooper-
ative choice is beneficial to the environment” (Cho 2012, p. 22) is often considered
as a social dilemma (Dawes 1980; Parks 1994; Steg 2003). As social beings,
humans are often required to make decision whose consequences are not confined
to oneself, but—as an essence of social interdependence (McClintock and Allison
1989)—affects the welfare of those around them (Messick and Brewer 1983; Cho
2012). In challenging phases of social conflicts—and the continuum between acting
to one’s own interests or the best interest of a reference group (Dawes 1980;
Messick and Brewer 1983; Geller 1995; Parks 1994; Steg 2003)—altruism serves
as a basis to “value outcomes that benefit others and can be motivated to act to
prevent harm to other” (Stern et al. 1993, p. 324). By treating environmentalism as
a form of altruism, pro-environmental behavior can occur as a secondary effect due
to arising concerns regarding the welfare of other human beings (Stern et al. 1993).
In everyday life, humans face numerous conflicting situations and take decisions,
which could possibly have positive consequences for themselves but negative
consequences for the environment and the society at the same time. To encourage
consumers’ ethical and environmental behavior, with regard to luxury consumption
in particular, it is important to gain a deeper insight into specific value orientations
which may influence their perception about products and behaviors and their
willingness to act in a pro-environmental and pro-social manner.

2.2 Customer Perceived Value and Sustainability
Excellence in the Luxury Industry

Understood as the responsible and efficient use of resources as well as the con-
sideration of ethical values in the form of social justice, intergenerational respon-
sibility and the observance of human rights (Fien and Tilbury 2002; Girón 2014;
Kapferer 2010), sustainability and ethics in the value chain preserve a company’s
legitimacy and prevents from reputation threats (Cervellon and Wernerfelt 2012;
Bhaduri and Ha-Brookshire 2011; Sarasin 2012). Once associated with “indul-
gence, extravagance, sheer look-at-me bling—the antithesis of responsibility”
(Simpson 2012), the luxury industry has started to addresses various dimensions of
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deeper value embodied in the companies’ core business and reflected in the sour-
cing, manufacturing, marketing and distribution of luxury brands. With regard to
consumption values that directly explain how consumers evaluate luxury brands
and why they choose to buy or avoid them (Sheth et al. 1991), sustainability
excellence is driven by the customer’s subjective expectations and individual
perceptions of luxury value. Based on the core elements of luxury value as pro-
posed by Wiedmann et al. (2007, 2009) and the sustainability diamond of Hennigs
et al. (2013), the key dimensions of value-based social and environmental excel-
lence as perceived by the consumer can be specified as follows:

Financial Value: Addressing direct monetary aspects of a product such as the
price and the resale price of the product, the discount or the investment made,
luxury goods are generally associated with a premium price and a limited demand.
The exclusivity and uniqueness of luxury products implies that fewer products are
produced compared to mass market production and thus fewer resources are used
(Kapferer 2010; Hennigs et al. 2013). Moreover, consumers often consider the
purchase of luxury goods as a long term investment and since luxury goods have a
long-lasting value, the possibility of resale at a secondhand (vintage) market exists
(Bastien and Kapferer 2013; Kapferer 2010).

Functional Value: An important characteristic of luxury brands is the consistent
premium quality and the long-term life of the products (Nueno and Quelch 1998;
Blevis et al. 2007; Lim et al. 2012). Because durability is a core aspect of luxury
and sustainability, the longevity reflects the important relationship of the luxury
concept with sustainability excellence (Kapferer 2010; Hennigs et al. 2013). As
stated above, the appreciation of a luxury product increases when it is perceived as
rare and unique. Given that luxury products often rely on rare materials such as
precious pearls or unique skins and leather, the luxury industry is highly dependent
on preserving the earth’s resources. Besides, craftsmanship, tailor-made and
hand-made products differentiate luxury from mass production. Therefore, the
entire supply chain has to be included in a promising sustainability strategy and
refrain from the exploitation of workers in low-wage countries.

Individual Value: Focusing on the customer’s identity, hedonistic and materi-
alistic values, the ethical orientation of the consumer has a direct impact on the
purchasing behavior (Tsai 2005; De Pelsmacker et al. 2005). In this sense, indi-
viduals who identify with the group of green consumers express their interest in
environmental and social consumption. As consumers use brands to reflect their
own concerns and aspirations (Bendell and Kleanthous 2007), they expect con-
vincing information about the brand’s environmental and social responsibility
(Grail Research 2010).

Social Value: Considering that consumers use the symbolic meaning of brands to
reveal their identity and their social status within society (Sarasin 2012; Husic and
Cicic 2009), more ethical oriented consumers are expected to think not only about
the effect a purchase has on themselves with reference to their social group(s), but
also on the world around them (Harrison et al. 2005; Davies et al. 2012). Modern
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customers are more concerned about sourcing practices and working conditions in
the country of manufacture and demand that luxury brand companies improve
environmental and social standards (Davies et al. 2012; Cervellon and Wernerfeldt
2012; Sarasin 2012).

In an attempt to combine both research streams, customers’ general ethical and
environmental value orientation on the one hand and customer perceived value
reflected in all respects of a certain brand or product on the other hand, the fol-
lowing paragraph presents a taxonomy that forms the basis of the assessment of
value-based environmental orientation.

3 A Taxonomy of Value-Based Environmental
Orientation

The current paper specifically addresses the gap within existing literature on the
nature of individual environmental value orientation combined with customer
perceived value of sustainable luxury. Having reviewed the literature on what
constitutes a luxury brand, greater attention is now required on how consumers’
perception of luxury differs based on their individual value orientation.
Accordingly, there is a need for a taxonomy, which classifies different consumers
with reference to their environmental value orientation, and equally considers their
perception of luxury as an important classification scheme. To reach this goal, the
theories used for the classification will be represented to subsequently interlink and
describe their characteristics.

3.1 Dimensions of Environmental Value Orientation

The values hold by an individual are thought to be a motivating force for the
perception of one’s environment as well as for specific decisions to engage in
pro-environmental behaviors (De Groot and Steg 2008; Dietz et al. 2005). Several
theories have categorized environmental values in different ways. Thompson and
Barton (1994) for example distinguish between two value systems that significantly
influence environmentally responsible behavior. Ecocentrism has its focus on
intrinsic values of the ecosystem, whereas anthropocentric individuals’ belief that
humans wellbeing is a major importance and represents a main reason for envi-
ronmental protection. In the current paper, we rely on the theory of Stern et al.
(1993) which is based on Schwartz’s (1977) theory of altruism. Since human
behavior is not exclusively explained and predicted by altruistic orientations and
individuals consider the consequences of their behavior for themselves as well as
for nature, Stern et al. (1993) distinguish between three different types of value
orientation:
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1. The altruistic value orientation is about “concern for the welfare of other human
beings” (Stern et al. 1993, p. 326).

2. The biospheric value orientation focuses on “concern with nonhuman species
and the biosphere” (Stern et al. 1993, p. 326).

3. The egoistic value orientation addresses environmental protection as humans’
self-interest.

3.2 Dimensions of Sustainability Value Perception

As stated above, customer perceived value generally combines functional, eco-
nomic, emotional value and social aspects of a product (or service) (Sheth et al.
1991; Smith and Colgate 2007; Sweeney and Soutar 2001). With special focus on
the performance of luxury brands and products, the financial, functional, individual
and social dimension of luxury value constitute the customer’s evaluation
(Wiedmann et al. 2007, 2009). While the financial value refers to direct monetary
aspects expressed in dollars and cents that one is willing to spend to obtain a
product (e.g., value for money, price, discount) (Ahtola 1984; Monroe and
Krishnan 1985), the functional value addresses basic utilities and benefits such as
quality, uniqueness, usability, reliability, and durability (Sheth et al. 1991). In
contrast to that, the individual value focuses on the arousal of affective states such
as enjoyment, amusement and happiness, whereas the social value represents the
human desire for social recognition, status and prestige and the willingness to
impress their social group and to meet reference group-related expectations. In line
with Hennigs et al. (2013), the aforementioned dimensions of luxury value form the
customer’s subjective expectations and individual perceptions of sustainability
excellence in luxury brand management.

The taxonomy as presented in Table 1 combines both types of values (individual
value vs. product/brand-related value perception) and forms the basis for the
empirical application to the context of sustainable luxury in the next paragraph.

Given the widespread use of values in marketing research to understand beliefs,
attitudes, motives and behaviors, the current taxonomy examines the role of values
as a determinant of customer perceived sustainability excellence of luxury products
as well as internal driver of environmentally conscious behavior. We assume that,
based on their different manifestation of values (environmental orientation), con-
sumers differ in their perception of luxury in general and the sustainable aug-
mentation of luxury products in particular.
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4 Empirical Application to the Context of Sustainable
Luxury

4.1 The Value of Egoistic Environmental Orientation

Consumers with a strong egoistic tendency are primarily focused on their own
advantage and wellbeing. Nevertheless, even this group of consumers may express
concern for sustainability related issues, particularlywhen their own lives are affected or
high costs occur to themselves (Pereira and Forster 2015). Their personality is char-
acterized by authority, social power, wealth and being influential (Roobottom 2004).
The increased (monetary) value of sustainable luxury products represents one aspect of
customers’ perceivedfinancial value.As “luxury value is based on its objective rarity—
rare skins, rare leathers, rare pearls, rare materials, rare craftsmanship” (Kapferer
2010, p. 41), the success of luxury is dependent on the sustainability of its resources,
showing that the concepts of luxury and sustainability go hand in hand. The high price
of rare materials and luxury products have a positive role in determining high quality

Table 1 Taxonomy of values

Egoistic value orientation Altruistic value orientation Biospheric
value
orientation

Financial
value
perception

∙ Rarity leads to rising values
of luxury products

∙ High pollution costs for the
whole society/humanity

∙ Nature as a
cultural
capital of a
country

Functional
value
perception

∙ Uniqueness
∙ Improvement of durability
∙ Health benefits of fair
trade and organic products

∙ Enhanced quality of life

∙ Threats to health for society
∙ Enhanced quality of life for
societal members

∙ Climate
change

∙ Extinction of
animal and
plant species

∙ Destruction of
Nature

∙ Quality of life

Individual
value
perception

∙ Nature provides pleasure
and recreation

∙ Satisfaction/Happiness from
making others
happy/Sharing
Happiness and by
enhancing societal
well-being

∙ Philanthropy

∙ Maintaining
diversity of
animal and
plant life

∙ Promoting
welfare of the
planet

∙ Autarky

Social
value
perception

∙ Good standing, when
considered as sustainable

∙ Being part of a movement
(veganism, new religions)

∙ Standing out from the crowd

∙ Avoiding exploitation
∙ Preference for fair trade/no
child labor

∙ Thinking of future
generations

∙ Protecting
animals

∙ Standing out
from the
crowd

∙ Being part of
a movement
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(Wiedmann et al. 2007) and as high quality materials are perceived as long lasting and
durable, sustainable luxury products increase in value over time. Thus, the rarity and
scarcity of resources and luxury products enhance the product value (Lynn 1991),
whereby serving as a long-term benefit for selfish individuals.

The egoistic orientation has even an impact on the perception of a products
functional value. The aforementioned rarity and scarcity, which is related to the
uniqueness of a product, as well as the quality and durability of luxury products and
brands, contribute to an increased value creation of luxury goods over time.

Even though, organic and fair trade products share characteristics of luxury goods
(Campbell and Li 2003; Schmidt et al. 2016), quite diverse reasons for their con-
sumption exist. The personal benefits derived from the consumption of sustainable
products are of great importance for egoistic consumers. Among these are the
increased personal health benefits of organic products (Botonaki et al. 2006;
Chryssohoidis and Krystallis 2005; Harper and Makatouni 2002), the perceived
safety of organic farming (Kouba 2003; Sangkumchaliang and Huang 2012), the
absence of harmful chemical fertilizer and the believe to have a higher nutritional
value (Tregear et al. 1994; Baker et al. 2004; Pino et al. 2012; Squires et al. 2001; Lea
and Worsley 2005). Hence, all this factors increase the personal well-being and
quality of life of the consumer (Schifferstein andOphuis 1998;Williams andHammitt
2001; Zanoli and Naspetti 2002) and lead to the satisfaction of egoistic motives.

Similar aspects account for individual values ascribed to a product, since
recreational activities such as tourism, contributes to perceived hedonistic values of
the natural environment. Nevertheless, even if recreational behaviors (e.g., snow-
mobiles, jet skis) increase the pleasure-seeking perspective of egoistic consumers,
there is a simultaneous destruction of the natural environment (Schultz 2002). As
egoistic consumers would “[…] oppose protection of the environment if the per-
sonal costs are perceived as high” (Stern and Dietz 1994, p. 70), the loss of nature
and wildlife as a recreational area entails high costs as well and enhances its
perceived value and individual conservation efforts.

Considering the social status and the need of admiration the social value plays a
crucial role in shaping preference for a specific product. Hence, the usage of sus-
tainable luxury products may have a positive influence on the societal status of its
buyer and serves moreover as a communicator of altruism and pro-environmental
behavior—as a strategy of forming good impressions (Griskevicius et al. 2010;
Coste-Maniére et al. 2016). Additionally, consumer demand for socially and
environmentally friendly products is motivated by the need of being part of a
movement (see Fig. 1) or a specific lifestyle (just for the sense of belonging), such
as in the case of a veganism.

4.2 The Value of Altruistic Environmental Orientation

Consumers with strong social-altruistic values judge environmental issues on the
basis of costs to or benefits for other people: specific individuals such as family and
friends, a neighborhood or community, a social network, a country, future
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generations, or the humanity in general (Stern et al. 1993). As they focus on people
other than self and perceive themselves as interconnected with others, they are
driven by the desire to gain rewards or to avoid harmful consequence for others
(Schultz 2000). Against this backdrop, altruism can be defined as a behavioral
disposition that is aimed at the personal wellbeing of others, treating others fairly
and maximizing others’ benefits (Van Lange 2000)—regardless of demographic,
biological, or personal characteristics (Corral-Verdugo et al. 2010). In the context
of sustainability, altruism supports pro-environmental behaviors and promotes
happiness (Corral-Verdugo et al. 2011). Driven by a “warm glow of giving”
(Andreoni 1989, 1990; Boyce et al. 1992; Menges 2003; Nunes and Schokkaert
2003), social-altruistic consumers receive personal satisfaction and experience a
feeling of well-being when acting environmentally conscious, protecting other
individuals and thus contributing to the improvement of the common good envi-
ronment (Ritov and Kahnemann 1997). Those actions aim at conditions that allow
an equitable access to the use of natural resources (Ehrlich and Ehrlich 2004),
moderate consumption of natural resources (De Young 1996; Iwata 2001), and
assistance of others in need (Pol 2002).

In detail, altruistic environmental orientation focuses e.g., on effects of polluted
air and polluted water on public health because it harms people all over the earth
and reduces the quality of life for everyone, even for future generations. Moreover,
social and ethical issues arising from poor labor standards, the use of sweatshops
and child labor are in the focus of altruistic consumers’ attention. Here, to preserve
the rights and health of employees, codes of conduct for companies and their
suppliers are of particular importance. In a luxury context, the mining of precious
metals and stones and the use of blood diamonds to fund conflicts in Africa has
been widely discussed. To reinforce consumer confidence in diamond, gold and
platinum metals, the jewelry industry has set up an organization called the
Responsible Jewellery Council (RJC). Certified membership aims to demonstrate
the commitment to ethical, social, environmental, and human rights practices within
the jewelry supply chain.

In sum, leading luxury brands (e.g., Bulgari supporting Save the Children or
Armani’s Acqua for Life charity campaign) have understood the importance of

Fig. 1 Egoistic orientation in luxury product advertising: the desire to be appreciated. Sources
http://38.media.tumblr.com/tumblr_m84xucpMDy1qc1vog.png; http://nadechedezwart.com/wp-
content/up-oads/2015/05/11191616_428636800641370_2081907089_n.jpg
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philanthropic or altruistic efforts as a powerful competitive differentiator and are
more likely to align with the core values of increasingly critical customers (see
Fig. 2). As a consequence, altruistic consumers are more likely to recommend and
buy (even for a premium price) products or services from luxury brands that par-
ticipate in philanthropic efforts, whereas brands that seem altruistically irresponsible
are not trusted or even boycotted (American Express Publishing’s Luxury Summit
2012). Even if corporate sustainability actions are often claimed to be green-
washing, it has to be stated that their ethical actions serve as a role model in the
industry and in the customer perspective. Referring to the example of Armani’s
Acqua for Life program, over 880 million liters of clean water have been generated
since the project started in 2011 (www.acquaforlife.org).

4.3 The Value of Biospheric Environmental Orientation

Despite egoistic and altruistic oriented consumers, whose aim for acting sustainably
is the human welfare (either for themselves or other human beings), biospheric
oriented individuals are concerned of the ecosystem and the biosphere as a whole
(De Groot and Steg 2009). From a financial perspective, the cultural and natural
heritage of a country is of high value and humans have the responsibility to protect
them. The ideology of biospheric oriented consumers is often related with a frugal
or simple lifestyle in which the conservation of natural resources is supported
through the avoidance of unnecessary buying, expending and wasting of resources
(De Young 1991). Functional benefits of their preferred products and brands result
from the avoidance of environmental change and destruction of nature as well as the
conservation of animal and plant species during the production and consumption
process of products or even travel experiences (Radder and Han 2015). Hence,

Fig. 2 Altruistic orientation in luxury product advertising: the desire to benefit others. Sources
http://www.patek.com/en/communication/news/product-advertising; http://www.luxurydaily.com/
giorgio-armani-supports-unicef-tap-project-with-app/armani-3-420/
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biospheric consumers pay high attention to the social and environmental aug-
mentation of specific products and brands and are highly engaged in actions for
environmental protection (Van der Werff et al. 2013).

Feeling as a part of the broader natural world fulfills the individual and emo-
tional needs of biospheric consumers, which goes along with a high quality of life
and is strongly related to ecological behavior and anti-consumerism (Mayer and
Frantz 2004). Since individuals “[…] view themselves as belonging to the natural
world as much as it belongs to them” (Schultz 2002, p. 67) empathic reactions
towards nature as well as the willingness to help increases as a result of perceived
relationship closeness (Cialdini et al. 1997). Through connectedness to nature “the
self is expanded to include the natural world, behavior leading to destruction of this
world will be experienced as self-destruction” (Roszak 1995, p. 504). Further,
perceived individual values from nature connectedness and a biospheric oriented
value system and ideology is the experienced well-being and overall life satisfaction
(Mayer and Frantz 2004; Howell et al. 2011), among others characterized by
autonomy, personal growth and positive relatedness (Capaldi et al. 2014).

By choosing sustainable product alternatives, consumers satisfy their social need
for an entirely protected biospheric system and simultaneously fulfill their necessity
to belong to the broader natural world and to feel like a valued member of a
community (Kellert and Wilson 1993; Myers 2000). At the same time, biospheric
consumers want to stand out from the crowd and demonstrate their exclusiveness by
their autonomy and partially self-sufficient lifestyle. They feel as being part of a

Fig. 3 Biospheric orientation in luxury product advertising: the desire to protect natural beauty.
Source http://www.iwc.com/en/help-protect-the-galapagos-islands/
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movement where luxury means to free themselves from the system and to live a life
in harmony and unity with nature.1 Hence, biospheric consumers would choose
products and brands that reflect their connectedness to the entire biospheric system
even if they tend to avoid overconsumption. Consumers are more likely to buy
brands that meet their expectations connected to their very specific lifestyle and
worldview and enhance the welfare of all living organisms in the world. The watch
manufacturer IWC Schaffhausen for example is part of the Charles Darwin
Membership Program which scientifically explores the fragile Galapagos biotope
and supports the conservation of the stunning world natural heritage. As a program
partner, they created a luxurious chronograph called Galapagos Island (see Fig. 3).

5 Conclusion

Against the backdrop of serious challenges such as counterfeiting, fast fashion, the
democratization of luxury as well as increasingly conscientious consumers, luxury
marketers have to accept sustainability excellence as a fundamental market
responsibility. The focus of this chapter was on the value-based assessment of
sustainability in the luxury industry. To empirically assess the relationship between
environmental orientation and customer value perception, a taxonomy has been
presented and explained against the backdrop of luxury consumption.
Consideration of sustainability is a value-driving aspect that impacts upon the
customer buying decision: Consumers increasingly demand environmental-friendly
and socially responsible products and perceive that particular luxury companies as
pioneers and trendsetters hold the responsibility to use their high profits for
implementing sustainability in all aspects of the value chain.

As discussed in this chapter, consumers evaluate the sustainability performance
of luxury brands based on financial, functional, individual, and social components
and in line with their individual environmental value orientation: egoistic, altruistic
or biospheric. To verify that the luxury industry’s commitment to sustainability is
far more than hypocrisy and a sheer response to outside pressure, each management
decision has to be reflected from the customer’s perspective and the value that
consumers attach to the multifaceted product attributes.

In this context, it has to be stated that the perception of luxury goods and
products is situational contingent and depends on consumer specific needs and
experiences (Wiedmann et al. 2007). Therefore, the assessment of the depth and
sincerity of sustainability initiatives has to be regarded from an individual and
cultural value perspective. It has been shown in accordance to post-materialism
theory that environmental concern increases as societies grow more prosperous

1The Free and Real project serves as an example for this kind of lifestyle. Their «Telaithrion
Project» hopes to put in actual perspective, that a self-sufficient sustainable society that is based on
true incentives and selfless giving, can exist, and that can be applied to practice in everyday life,
and that even if the entire culture of humanity adopted it could flourish. (Free and Real, n.d.).
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(Inglehart 1995; Franzen and Meyer 2010). Consumers in wealthier nations are
more willing to engage in global environment protection as compared to individuals
that face pressing economic problems. In consequence, based on the taxonomy as
presented in this chapter, cross-cultural studies focusing on the individual value
orientation and the evaluation of the sustainability performance of luxury brands are
a key challenge and useful direction for further research.

We make a living by what we get, but we make a life by what we give.
Winston Churchill
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Lust for Our Better Versions—The Meta
Modern Reality’s Roots and Implications

Koronaki Eirini and Panigyrakis George

Abstract A self that goes on changing is a self that goes on living, as Virginia
Woolf had stated. The same, however, goes for any brand, and especially for luxury
brands, whose success is highly related to the connection they form with their
customers (Kastanakis and Balabanis in J Bus Res 67(10):2147–2154, 2014).
Consumers today demand ethical and socially responsible behavior from luxury
brands (Carrigan et al. in J Mark Manage 29(11–12):1277–1307, 2013). Which
underlying forces led to this shift of perception? Today’s consumer, termed as the
meta-modern consumer, seeks to use brands as cultural resources in his/her attempt
to build their ideal selves through consumption (Holt in J Consum Res 29(1):70–90,
2002). Brands are, thus, evaluated upon their ability to provide their customers with
appropriate subjective intangible benefits to use for the construction of their iden-
tities. As a result, a fundamental part of the perception of an ideal self today is one
oriented towards a more ethical and responsible consumption. However, which
actions lead towards an ideal self? To thoroughly understand its elements, a
chronological overview of the concept is crucial. A philosophical overview from
Plato to Chomsky will be presented in this chapter, concerning how the concept of
ideal self evolved through time to reach its current form. In the next part of the
chapter the connection between ideal selves and ethical luxury will be examined.
Can luxury brands provide their customers with socially-oriented benefits? Which
activities are more efficient in that direction? Two problems emerge, according to
relevant research (Torelli et al. in J Consum Res 38(5):948–963, 2012); luxury
consumers do not care that much about ethical luxury and an oxymoron is formed
between the selfish nature of luxury consumption and the non selfish nature of
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corporate social responsibility activities (Janssen et al. in J Bus Ethics 119(1):45–
57, 2014). Can these two issues be solved? Luxury’s everlasting attachment to long
term quality and craftsmanship can be a catalyst in that direction.

Keywords Ideal self � Philosophy � Ethical luxury

1 Introduction

A self that goes on changing is a self that goes on living, as VirginiaWoolf had stated.
This urge to adapt to the prevailing circumstances is a prerequisite not only for human
beings, but also for brands which wish to stay relevant. Now, imagine how imper-
ative this ability is for luxury brands, which owe their success to the perceived level
of intangible benefits they are providing their customers with (Kastanakis and
Balabanis 2014). It is the relevance of these benefits to each individual that leads to
the creation of strong emotional bonds to luxury brands (see Fig. 1).

A prerequisite for the creation of such bonds is not only constantly responding to
the contemporary consumers’ needs and desires, but also realizing their shifts and
readjusting to them. It is through such readjustments, that the most successful
brands manage to constantly stay relevant in their consumers’ hearts and minds.
During an era of economic turbulence, political instability, shifts in values, luxury
brands could not remain unaffected.

It is under such circumstances that the new paradigm of sustainable luxury
emerged and continues to gain ground. Throughout this chapter, the underlying
reasons for the development of a more ethical approach to luxury will be presented,
to continue with how it can be leveraged on by companies, in an attempt to
maintain their place in the market space.

2 What Do Consumers See in Consumption?

2.1 Consumer Culture Theory Approach

For a thorough understanding of the prevailing sustainability trend, an in-depth
understanding of what consumers see in consumption is a prerequisite. Consumer

Intangible benefits 
provided

Relevance of those 
benefits for 
consumers

Creation of strong 
emotinal bonds

Fig. 1 Building strong luxury brands
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culture theory is an approach that can be applied in that direction. Characterized as
one of the most “fascinating contemporary social forces by McDonald and Wearing
(2013), consumer culture studies the relations between social and cultural patterns
of meaning, practice and consumption. How do the concepts of meaning, practice
and consumption interrelate (see Fig. 2)? Looking back into classical consumer
research perspectives, scholars tended to consider the consumer as a rational
decision maker, whose decisions are an outcome of the objective comparison of
his/her choices. However, consumption has come to express more than just the
evaluation of a range of products.

Despite the fact that consumption has become a common and unremarkable
aspect of everyday life, it expresses an integral aspect of modern life. Through the
social practices of consumption the individual can express his/her personality,
values and underlying motivation. It can in fact be argued that when consuming,
through the use of certain systems and forms of symbolic interactions, individuals
have the opportunity to create meaning in their personal and social lives. So what is
the meaning that today’s consumer seeks to create?

As Baudrillard (1970/1998, p. 217) underlined consumption is an active form of
relationship not only to objects, but also to society and to the world, a global response
which founds our entire cultural system. Isn’t it the case that today’s world has been
gradually shifting towards the issue of sustainability? How could luxury consumers
ignore such a major trend or how could the issue of sustainability not be a part of their
ideal selves? The connections among meaning, practice and consumption, thus,
emerge, revealing the logic behind consumer’s culture theory’s approach.

2.2 Approaches to Consumer Culture Theory

However, one comes to wonder what this approach means and how it can be used to
understand emerging trends in marketing in general. The key here is to understand
that there have been developed two ways of examining consumer culture
(McDonald and Wearing 2013) (see Fig. 3):

Meaning

ConsumptionCPractice

Fig. 2 Key interrelated areas
according to consumer culture
theory
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(1) The first one is the cultural studies approach. It focuses on the meanings of
consumption in everyday life and on the ways with which people use con-
sumer signs and symbols for impression management. (Schor 2007).

(2) The critical approach on the other hand, links consumer culture to superficial
social relations from a primarily self centered individual and critically com-
ments on such issues.

Despite the different orientation of these two approaches, they have a common
viewpoint. They both see consumption as central in the individual’s self-identity
formation in the contemporary modern society. According to their approach
self-identity is not considered the stable entity that it once was, influenced primarily
by fixed institutions such as one’s family. The idea emerged that self-identity is in a
process of constant transformation, depending on the impressions that one seeks to
build. (Elliott and Lemert 2005).

The whole rationale of analysis on why sustainable consumption emerged lies on
this argument. Consumers do actually define themselves through their consumption
and form what they perceive as ideal self with the assistance of their purchases. This
means that changes in the prevailing ideals and beliefs will have the power to affect
consumers’ behavior, according to consumer culture theory.

2.3 Consumer Culture Theory and Company Practices

Consumer culture is thus basically the rationale that explains what and how people
consume, which renders it a key determinant of the marketers’ branding activities.
The principles defining how firms seek to build their brands has been termed as the
branding paradigm. These principles are in accordance with the key assumptions of
the extant consumer culture (Holt 2002).

Cultural studies approach
meanings of consumption in everyday 
life and on the ways with which people 
use consumer signs and symbols for 
impression management

Critical approach
links consumer culture to artificial social 
relations and critisizes it 

Fig. 3 Two approaches to
studying consumer culture
theory
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That is the relation between the prevailing consumer culture and the respective
branding paradigm. An understanding of the contemporary consumer culture will
provide a clear idea of what sustainable luxury consists of and aims to achieve (see
Fig. 4).

3 Prevailing Consumer Culture and the Construction
of the Identity Puzzle

Marketing is dead. Long live marketing! A shift in the nature of marketing is evident
lately, with consumers denying the passive consumption of dreams and desires (van
Raaij 1993) for an Aristotelian ideal of wealth creation, in which one becomes a
better person and the world a better place to live in (Aristotle 1954). The era we are
going through, termed as post post-modernsim or meta-modernism (Nealon 2012),
denies postmodernism’s prevailing consumer culture of creating one’s identity
through the consumption of certain brands (Firat and Venkatesh 1995).

Contemporary consumer culture demands brands to serve as cultural resources in
their attempt to consummation, giving rise to the Citizen-Artist consumer model
(Holt 2002). Value is the key criterion for the suitability of brands for this role, in
fact consummation-assisting value. Luxury brands have been characterized as the
pros in building strong relationships with their customers and providing them with
the desirable values.

The questions inevitably emerges; for which reasons and with which processes
do consumers create such profound relationships to luxury brands? Today’s con-
sumer, termed as the meta-modern consumer, seeks to use brands as cultural
resources in his/her attempt to build their ideal selves through consumption (Holt
2002). But how can brands function as resources in the individual’s identity-
building process?

Fig. 4 Consumer culture and branding paradigm (Holt 2002)
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Possessions are by a smaller or bigger extent seen by individuals as part of
themselves, a way of self- expression or even an extension of personality (Belk
1988). In fact, products provide individuals assistance to build their ideal selves and
construct their actual ones in a much easier and quicker way, considering that they
can function as reminders and confirmers of their identities (Hoge and McCarthy
1984). Their ability to function as such is grounded upon the reason that products
are always associated with personal or social attributes (Mead 1938). Brands are
thus evaluated upon their ability to provide their customers with appropriate sub-
jective intangible benefits (see Fig. 5).

4 Relation to Luxury: Chronologically Revisited

Luxury brands have long been purchased for their symbolic benefits and the
meanings they are endowed with. However, for an in-depth understanding of the
contemporary relation to luxury, a presentation of how it has been perceived
throughout the years is critical. Luxury is a concept which has always existed in
human societies, with varying forms and relations to it. Looking back from Ancient
Greece, to Ancient Rome, to the Byzantium and the Renaissance, getting to the
French Aristocrats to the invention of the haute couture and the later evolution of
luxury brands as we know them today, it becomes clear that individuals have been
treating themselves with luxurious goods for quite some time now. However, the
individual’s relation to luxury can be divided into particular and definite eras, with
varying attitudes as to whether luxury is accepted or not and for which purposes
(see Fig. 6).

Products are 
associated with 

personal or social 
attributes

Products function as 
reminders and 
confirmers of 

identities

Products provide 
individuals assistance to 
build their ideal selves 

and construct their actual 
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Products as a way of 
self-expression even 

an extension of 
personality 

Products as an 
extension of 
personality 

Fig. 5 How can products assist in identity building?
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4.1 Luxury: Hindering Society’s Welfare

Up until the Renaissance, luxury was endowed with negative connotations. Despite
the fact that it was indeed present in many forms from Ancient Greece up until the
17th century, it was considered to halt the individual from focusing onto the fun-
damental aspects of life, spirit and society. This indulgence was thus considered as
a delay in personal development and it was perceived as a weakness of the upper
class. Citizens were expected to care about the welfare of their society, to discuss
their moral dispositions and political stance or even to perform their religious
obligations. Any interference with expensive and rare objects and, either when
consuming them or even when trying to acquire them, was considered as holding
them back of the actually important things in life.

4.2 Achieving Status Through Luxury Goods

However, these negative connotations started to fade away, parallel to the Industrial
Revolution. This shift was partially due to the increasing number of goods produced
by factories and the simultaneous increasing disposable income. Luxury goods
were starting to gradually dispose of the negative elements they were connected
with, and started to be looked at as elements of social distinction. It is interesting to
see that as other elements of social distinction started to fade away, consumers
wanted to maintain the use of such products to show their place in society and to
differentiate themselves from others.

At the same time, while serving as an assistant for distinction for some, it served
as an assistant for belonging to others. Because a number of individuals were
purchasing and consuming such goods, to show that they belonged to an aspired
reference group. Say for example that someone wanted to be perceived as a traveler
or a highly sophisticated person. It seemed much easier to purchase a product with
travel-spirit-endowed elements or respectively sophisticated ones, than actually

Negative 
attitude 
towards 
luxury

Status-
oriented 

consumptin

Hedonic-
oriented 

consumption

Sustainability-
oriented 

consumption

Fig. 6 Chronological evolution of focus in luxury consumption

Lust for Our Better Versions—The Meta Modern Reality’s Roots … 473



trying to cultivate these particular characteristics. No particular resources, in terms
of time or money were required and it definitely was an easier solution.

However, at the time being, a certain level of education was in fact expected for
an individual to truly appreciate luxury. A sense of refinement, taste and appreci-
ation of beauty was required to recognize the dimensions rendering a product or
good from commodity to luxurious. The ability to pay the high price was not
considered sufficient to properly understand what the luxurious product represented.

That is also one of the key reasons for which luxury is characterized by such
high levels of subjectivity. What is seen as prestigious in one culture is not nec-
essarily perceived that way in another, and the aspiring reference groups can also
significantly differ depending on the context.

4.3 Respective Research

The research referring to this approach to luxury can be divided into the following
three categories (see Fig. 7).

4.3.1 Status Motivation

Vigneron and Johnson (2004) termed this effect as the Veblen effect (perceived
conspicuous value), an effect which draws on early studies on the influence of
reference groups on the consumption of luxury brands (Wiedmann et al. 2009;
Christodoulides et al. 2009; Chaudhuri and Majumdar 2006). As Mason (1984)
contends:

To the purely conspicuous consumer, the satisfaction derived from any particular
purchase comes not from its value in use but from audience reaction to the wealth
displayed by the purchaser in being able to secure the product for consumption
(p. 26).

Uniqueness 
purposes

Association 
with certain 

grous/individu
als 

Status 
purposes

Fig. 7 Luxury goods
consumption motivations
according to
interpersonal/external factors
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Veblen coined the term “conspicuous consumption” to refer to public con-
sumption of luxury brands. The consumption of prestige brands is in fact seen as a
signal of status and wealth (Nia and Zaichkowsky 2000). Their price, expensive by
normal standards, enhances the value of such a signal (Mason 1998).

4.3.2 Uniqueness Motivation

The other underlying motivation for externally-oriented luxury consumption is
related to the individuals’ need for uniqueness (Snyder and Fromkin 2012), defined
in literature as (Tian et al. 2001):

“the individual’s pursuit of differentness relative to others achieved through the
acquisition, utilization and disposition of consumer goods for the purpose of
developing and enhancing one’s personal and social identity” (p. 50).

This motivation has been termed as the snob effect (perceived unique value) by
Vigneron and Johnson (2004) and is based on the idea that if virtually everyone
owns a particular brand it is by definition not prestigious (Groth and McDaniel
1993).

Research shows that consumers’ perceptions of limited supply of a brand may
lead to increased preference for that brand (Lynn 1991). This is not surprising given
consumers’ need for uniqueness (Wiedmann et al. 2009). It also addresses personal
matters such as the individual’s relationship to materialism (Richins and Dawson
1992). This mentality is the outcome of a social comparison process in which the
individual’s desire is to be perceived as different from other individuals (Snyder and
Fromkin 2012). Historically, it has been expressed through the use of valuable
materials such as gold, silver or diamonds, which are naturally scarce (Catry 2003).

4.3.3 Association with Aspiration Groups Motivation

The third underlying motivation for external luxury consumption is related to the
individual’s desire to be associated with certain groups or individuals. The
role-playing value and the social value of prestige brands can be instrumental in the
decision to buy (Brinberg and Plimpton 1986). Belk’s (1988) concept of extended
self suggests that our possessions are “a major contributor to and reflection of our
identities” (p. 139). Through ownership of luxury brands consumers aspire to be
associated with certain prestige groups and at the same time seek to be disassociated
from non-prestige groups (Wilcox et al. 2009). This motivation has been termed as
the Bandwagon effect-perceived social value or perceived extended self by
Vigneron and Johnson (2004).
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4.4 Pleasing the Senses Through Luxury

After the proliferation of a shameless approach to conspicuous luxury, another
approach started to thrive. Consumers gradually started to perceive more personally
oriented benefits to luxurious products. Whether referring to the pleasing of their
senses from the superior quality of those goods, or to their general satisfaction of need
for beauty, a less conspicuous orientation towards those goods started to gain ground.

This approach to luxury came naturally, since they were considered as objects of
superior beauty and taste from their very existence. Consumers were not trying to
impress somebody else through the use of such products anymore. What they
wanted to do was to indulge into a pleasing-the-senses experience, since they
considered that it was something they “deserved”. Luxury products became sym-
bols of self gratification from symbols of classification. However, it is worth
noticing at this point, that the latter approach does not delude the former. Both
approaches can be evident both at a certain point in time in a given society, but also
within an individual.

4.5 Respective Research

The research referring to the more personal approach to luxury can be divided into
the following two categories (see Fig. 8).

4.5.1 Emotional Motivation

This motivation refers to the consumption of luxury for the emotions provoked, and
has been termed as the Hedonic effect/perceived emotional value (Vigneron and
Johnson 2004). For a brand which satisfies an emotional desire such as a prestige
brand, a product’s subjective intangible benefits, such as aesthetic appeal and the
pleasure-seeking satisfaction is clearly determining the brand selection (Atwal and
Williams 2009; Dubois and Laurent 1994).

Hedonism Quality

Fig. 8 Luxury goods
consumption motivations
according to personal/internal
factors
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Luxury products are in fact predominantly hedonic (Vickers and Renand 2003;
Holbrook and Hirschman 1982; Fenigstein et al. 1975), given that their con-
sumption is primarily associated with an affective and sensory experience of aes-
thetic or sensual pleasure, fantasy and fun (Dhar and Wertenbroch 2000).

4.5.2 Superior Quality Motivation

Prestige is derived partly from the technical superiority and the extreme care that
takes place during the production process. Termed as the functional dimension of
luxury value by Wiedmann et al. (2009), it refers to such core product benefits and
basic utilities as quality, uniqueness, usability, reliability and durability (Sheth et al.
1991). Consumers in fact expect, long before they consumer a luxury brand, that it
will exhibit superior product characteristics and performance compared with other
non-luxury brands (Garfein 1989). It is therefore, highly unlikely that a luxury
brand image can be sustained when product quality is not consistently maintained at
a high standard (Christodoulides et al. 2009). This motivation has been termed as
the Perfectionism effect (perceived quality value) by Vigneron and Johnson (2004).

4.6 The Ethical Renaissance of Luxury

As aforementioned, the economic and political environment, in line with the
prevalence of a more ethical approach to consumption could not have left luxury
brands unaffected. So what is it that luxury consumers demand from the respective
companies today? Ethicality, ethicality, ethicality (Carrigan et al. 2013). The con-
cept of sustainability is key in contemporary luxury management, whether referring
to business practices or key ideas promoted by the brand. Luxury consumers
increasingly demand ethical behavior from these companies and companies which
wish to stay relevant and appealing have to adapt their practices accordingly.

An oxymoron calling for understanding and resolution seems to be emerging in
this sustainability in luxury trend. Research and trends have proven that luxury
consumers do demand ethical behavior (Achabou and Dekhili 2013). However,
simultaneously, they do not actually care about ethical luxury (Torelli et al. 2012).
The selfish nature of luxury consumption and the non selfish nature of corporate
social responsibility activities are the ones that basically contradict (Janssen et al.
2014), leaving various question marks both to academics and to practitioners in the
field as to what this contradiction means, and whether a company could simulta-
neously satisfy the traditional ideas on luxury and the sustainability trend (see
Fig. 9).
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5 Reaching Personal Consummation: Philosophically
Revisited

Luxury brands are key facilitators in the individuals’ attempt to construct their ideal
selves, as aforementioned. However, the concept of the ideal self is a highly rel-
evant concept, not only in terms of societies but also in terms of eras. What s
considered as ideal attributes for an individual and the subsequent ideal behavior
depends on the prevailing norms, values and beliefs. So, in order to understand its
contemporary form, one needs to understand its evolution through time and the
parameters it has included throughout the years.

Undoubtedly, the dimension of sustainability and its attributed importance is a
key parameter of the contemporary ideal self. But what else is there to that and
which are the other dimensions included? Consumers increasingly demand ethical
behavior from the companies whose brands they are using. For a thorough
understanding of how sustainability has come to mean that much in contemporary
societies, the concept of the ideal self will be presented in the following part of the
chapter.

5.1 The Ideal Self in the Pre-modern Era

During the pre-modern era, the focus of personal consummation was the equilib-
rium between personal desires and social or divine orders (Midgley 1991) (see
Table 1). Plato is one of the first ones to examine the issue of personal fulfillment in
his work Symposium, in the 5th century BC (Plato and Rowe 1998), by underlining
the need for more thinking, being open to change, appreciating beauty and changing
society. He further pinpoints the importance of the agent, when classifying a need
as necessary or not (Irwin 1995). An intellectual person who cared about his
surroundings and the society he lived in with a certain level of education was thus
the prevailing ideal self at the time.

Further on in the pre-modern era, Aristotle defines “desire” in the 4th century, as
an appetite for a pleasant state (Aristotle 1954), by underlining that it is “reason”
that classifies the varying types of motives. He further criticized any kind of excess

Luxury consumers  
demand sustainability 

from respective 
companies

Luxury consumers do 
not actually care about 

ethical luxury 

Fig. 9 Oxymoron in
sustainable luxury
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whether in consumption or desire and promoted the harmony that comes with
moderation. One can thus see the negative attitude towards indulging and exag-
gerating. The ideal of the time was more about finding a balance between the
pleasures and satisfactions in life. A shift, however, occurred later on with the
beliefs of philosophers such as Epicurus. For Epicurus, in the 3rd century, the
purpose of life is about being happy and avoiding pain (Bailey 1964). It was
basically the first form of hedonism, during which enjoying the pleasures of life
through the satisfaction of all the senses was not frowned upon anymore and an
ideal self included parameters of recognizing such qualities.

Later on, during the Christian years, philosophers in the 11th century such as
Pierre Abelard promoted the idea that desires are neutral in themselves. It is the
actor’s motives that characterize them morally (Haldane 1997). One can thus see
that the underlying morals of the individual’s behavior started to gain significant
ground in what was considered an ideal self. The individual was expected to behave
a certain way, according to what was considered ethical and right at the moment.

To contradict this belief, Machiavelli, in the 15th century, promoted the idea that
living virtuously does not necessarily lead to happiness (dei Machiavelli 1989). The
importance attributed to virtue gradually looses ground to happiness, rendering
ethical behavior as less important in the construction of an ideal situation.

During the Age of Enlightenment, philosophers such as Hume proposed the idea
that desires are the individuals’ ideals about how they want the world to be, whereas
philosophers such as Descartes support that reason is the underlying motive for any
desire (Smith 1997) One can thus see not only the increasing significance of reason
and thinking, but also a desire to think about and pursue and ideal world with
certain characteristics (see Table 2).

Table 1 Pre-modern era (B.C.) (I)

Plato Underlines the need for more thinking, being open to change, appreciating beauty
and changing society

Aristotle Criticizes excess and promotes the idea that harmony comes with moderation

Epicurus Believes that the purpose of life is about being happy and avoiding pain

Table 2 Pre-modern era (B.C.) (II)

Pierre
Abelard

Supports the idea that desires are neutral in themselves and that it is the actor’s
motives that characterize them morally

Machiavelli Believes that living virtuously does not necessarily lead to happiness

Hume Underlines that desires are the individuals’ ideals about how they want the
world to be

Descartes Promotes the idea that reason is the underlying motive for any desire
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5.2 The Ideal Self in the Modern Era

During Industrialization the viewpoint prevails that welfare can only be achieved
through possessions (van Raaij 1993). It was Adam Smith (1863) who first supports
the viewpoint that profit is the main virtue in societies and the road to welfare.
Individual motivation as key to happiness is also supported by the Schopenhauer
(2012). The acquisition of material goods to reach happiness both as an individual
and as a society as a whole was emerging at the time, relating the ideal self to one
with an increased number of goods.

This orientation towards wealth creation is hardly criticized by Marx and Engels
(1975). They did not accept this belief, and were not willing to accept that the cost
that the increased wealth creation would mean in terms of social classes. Parallel to
that is the idea of Nietzsche’s value-creating Ubermensch/Super-human, who
overcomes the traditional views on morality (Loewer 2015) One can thus identify a
significant change into the role that objects, materialism and wealth creation played
in the construction of an ideal self (see Table 3).

Psychologists come into play in the 20th century, supporting the viewpoint that
products can satisfy the individual’s underlying motives, if endowed with certain
benefits. The ideas of the symbol and its power, and their connection to the ego-ID
and the superego, are promoted by Freud (1957). Influencing the masses through
their underlying ideals is facilitated with work such as that of Carl Jung, who
categorized archetypes to which people can relate to (Carr 2002) and Edward
Bernays, who pinpoints how the public opinion can be influenced in support of
certain lifestyles (Curtis and Lambert 2002). One can thus see how products at the
time are not only considered as a significant parameter of an ideal self, but they are
expected to include certain intangible benefits and values, which individuals are
expected to use for the creation of their ideal selves (Table 4).

5.3 The Ideal Self in the Post-modern Era

The Revolution of the 60s comes in line with ideas on self-liberation and personal
expression, (Cahoone 1996), denying imposed materialism. However, it is note-
worthy that despite this denial on materialism, consumers widely use “rebellious

Table 3 Modern era philosophers

Adam Smith Thinks that profit is the main virtue in societies and the road to welfare

Schopenhauer Supports that individual motivation as key to happiness

Marx Considers class struggle a negative element of contemporary societies

Engels Believes that the material world determined our ideas not the other way round

Nietsche Describes the value-creating Ubermensch/Super-human, who overcomes the
traditional views on morality
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brands” in their effort of personal expression. It is under this scope that philosophers
at the time dealt with the power of consumption in everyday life. Baudrillard and
Benedict (2005) underline the power of the signs in the sought of the “Great Virtual
Satisfaction”. Consumption was now seen as a key parameter of forming relations
between individuals within a society.

Foucault (1982) examines the power of marketing as a discourse and as a sexual
hiding metaphor, in which the role of subjectivity, as underlined by Chomsky
(1959), also arises as a key issue. Having thus gained such significant importance,
marketing is seen as a concept with certain levels of power, which the individuals
can use to create, maintain or change their relations to others or what they wish to
communicate about themselves. A shift is evident, according to which individuals
are more interested into promoting a certain ideal self to others, rather than actually
reaching that ideal self. Products endowed with certain ideals, values and intangible
characteristics to which the consumers’ ideal self related to are preferred to activ-
ities that would actually bring the individual closer to reaching that ideal self.

Responding to such a problematique, Russell (Loewer 2015) underlines that in a
“scientific society”, wars would stop and welfare would arise. The question of
Being in its finest form is set by Heidegger, who underlines the significance of
actually Being (Loewer 2015). Such a positioning stresses out that individuals were
gradually starting to realize that their actual being and not just the being that they
promoted was in fact more significant, preparing the ground for the contemporary
more ethical approach and for what has come to be included in the ideal self today
(Table 5).

Table 4 Modern era psychologists

Freud Promotes the ideas of the symbol and its power, and their connection to the ego-ID
and the superego

Jung Believes that influencing the masses through their underlying ideals is possible
(archetypes)

Bernays Supports that the public opinion can be influenced in support of certain lifestyles

Table 5 Postmodern philosophers

Baudrillard Sees the social dimensions of consumption

Benedict Underlines the power of the signs

Foucault Underlines the power of marketing as a discourse and as a sexual hiding
metaphor

Chomsky Promotes the importance of subjectivity

Russell Believes that in a “scientific society”, wars would stop and welfare would arise

Heidegger Stresses the importance of actually “Being”
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5.4 The Ideal Self Today

The issue with these modern philosophical approaches was that they were based on
the idea that marketing was taking the inside-out approach, whereas its nature calls
for an outside-in approach (Burchell et al. 2013). As aforementioned, consumers
today seek again for a holistic type of welfare as proposed by Aristotle. Based on
this different perspective, the consideration of value as a driving force is crucial for
re-harmonizing society and marketing, also termed as mindful consumption (Sheth
et al. 2011) (see Fig. 10).

After the presentation of the concept of consummation over the centuries its
complexity became even clearer. The concept of reaching one’s ideal self is highly
related to culture and time in general and cannot be easily specified. However, after
having examined how the included elements and ideals evolved over time, its
contemporary form can be more easily understood. The key point to keep in mind at
this point is that luxury brands are highly related to the environment they belong to,
since they aim to represent its individuals. Only when acknowledging the con-
nectedness of philosophy to the innate nature of luxury will one be able to
understand its varying axes. And this is what firms are asked to do today; to
understand their customers up to that point that they will be able to provide them
with the desired resources for building their ideal selves.

6 Companies’ Reaction to the New Conditions

Companies are seeking for ways to make themselves more appealing under the
aforementioned circumstances and to reign the value creation dynamics (Bruch and
Ghoshal 2003). Strategic value drivers such as ethicality and sustainability are thus
applied. Adler (2006, p. 487) interestingly reports Harvard Business Professor Rob
Austin, who underlines that in this value creation quest, artists are the best ones to
be consulted. So how can artists help in this direction?

Society Marketing

Fig. 10 Re-harmonizing
society and marketing
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The arts have the potential to function as a key driver in providing emotion-laden
experiences and to increase engagement (Schiuma 2011). Arts in business is thus an
efficacious tool for creating value, leading to the emergence of the so-called
Arts-Based Initiatives (Schiuma 2009). These are organizational and managerial
interventions, based on one or more types of art, which engage people in emotional
or rational art experiences within an organizational context, and render art to a
business asset. They are experience-oriented mechanisms, whether active or passive
in nature.

Although the link between luxury brands and responsible or ethical consumption
appears to be counterintuitive (Davies et al. 2012). However, interestingly, recent
business practices seem to be showing to another direction. Few brands have shown
more interest in systematically promoting consumers’ intellectual cultivation
through art initiatives than major marketers of luxury goods. Luxury brands are
increasingly promoting and organizing a variety of cultural events on the axes of
fine arts, letters, savoir-vivre or scholarly excellence. Such orchestrated attempts
can go beyond the mere role of sponsor, when recognizing the transformational
power of the arts (Berthoin Antal and Strauß 2013).

In the following table (see Table 6), a variety of tactics towards the sustainability
trend are presented (Koronaki and Panigyrakis 2014).

Table 6 Implications for marketers

Arts and aesthetics Knowledge and
academic excellence

Savoir faire and good taste

• Opening of art centers
• Sponsoring museums,
exhibitions or artists

• Funding or co-funding
governmental artistic or
archeological initiatives

• Investing in architecture in their
premises

• Infusing artistic elements in
various minor
points-of-interaction with the
consumer

• Hosting literary
events for
customers

• Hosting literary
events for anyone
interested

• Promoting
renowned
contemporary
writers

• Offering
scholarships for
talents in artistic
majors

• Supporting
academic
excellence no
matter the field

• Organizing literary
competitions

• Styling seminars
• Travelling seminars
• Supporting sporting activities
• Organizing one’s own
sporting activities both actual
and potential customers

• Wine-knowledge seminars
• Introducing applications
promoting these ideas
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7 Conclusions

For the majority of luxury brands, an orientation towards cultural issues has been
considered a natural extension of their nature (Dubois and Duquesne 1993). While
this tendency shifted with the democratization of luxury and the idea that no par-
ticular cultural background was needed to fully appreciate luxury proliferated
(Twitchell 2002), since the global recession, luxury brands have reshaped their
strategies, in their attempt to maintain their position in the market. Chanel, Armani,
Prada, Tod’s, Louis Vuitton, Hermes, Gucci, Burberry, Rolex and Moet and
Chandon are only some of the luxury brands which have initiated an integrated
approach towards Arts-Based Initiatives for their clientele.

This basically means that despite the existence of a certain contradiction between
luxury and sustainability, sustainable luxury is here to stay. Considered a paradigm
shift, luxury companies cannot afford to ignore and are called to systematically
leverage on the fact that a key parameter in their clientele’s consummation is
ethicality, rendering issues of sustainability as a crucial parameter when evaluating
a luxury brand. Luxury consumers might not always care about parameters of
ethicality when consuming, however, they do demand it from luxury companies.
Those brands which wish to stay relevant and appealing need to adapt to the new
paradigm and behave accordingly. Because it is the inner and deeper needs of their
consumers that luxury brands want to satisfy, and such a significant shift cannot but
be acknowledged.
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Moral Responsibility for Sustainable
Luxury Consumption and Production

Duane Windsor

Abstract Sustainable development requires that both planetary sustainability and
economic development for material welfare of individuals be positive. A tradeoff in
which material welfare improves by damaging planetary sustainability is risky,
given increasing deterioration in the world’s climate. Embedded in sustainable
development are the two issues of whether poverty is being relieved progressively
and whether economic inequality is decreasing or increasing. The Paris agreement
of December 2015, entering into force in 2020, is the newest framework for
addressing climate change. The action plan tries to halt rise in global emissions,
with a delay afforded to developing countries, and then undertake rapid reductions
from the peak. Environmental change, negative and positive, involves many small
effects accumulating. This chapter develops the proposition that luxury consump-
tion and production generate special moral responsibility for sustainability,
responsibility that holds for both buyers and sellers. While all consumption and
production increasingly require sustainability strategies, there is a key distinction
between necessities and luxuries. Sustainability is a regressive tax on necessities
and a progressive tax on luxuries. Luxury consumption might be reduced in order to
transfer wealth to the poor. The voluntary billionaire’s club is a step in this
direction. The focus of this chapter is on the responsibility imposed by wealth to
make luxury consumption and production as environmentally friendly as possible.
For instance, the wealthy can afford a premium price to obtain carbon neutral and
even more desirably carbon reducing consumption and production. Capacity gen-
erates responsibility in this context. Climate change imposes a greater moral
responsibility on the wealthy than on the non-wealthy, above a minimum standard
for everyone. This conception of moral responsibility has important implications for
how firms manage strategic relationship with sustainable luxury stakeholders. The
methodology of the chapter is to identify relevant key literature on its central
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proposition, and to develop the logic of special responsibility and the implications
of that special responsibility for stakeholder management by luxury-oriented firms.

Keywords Cap-and-trade � Carbon taxation � Exotic tourism � Luxury taxation �
Moral responsibility � New middle class � Sustainable development � Sustainable
luxury

1 Introduction

The contribution of this chapter is to address the question of the moral responsi-
bility of consumers and producers for sustainable luxury consumption and pro-
duction. These consumers and producers are best positioned to move consumption
and production to a more sustainable basis. Whether luxury consumption and
production should be sharply curtailed is a different policy matter.

Sustainable development is the context for examining the question of the moral
responsibility of consumers and producers for sustainable luxury consumption and
production (Eriksson and Svensson 2016). I argue that this responsibility is shared
equally by consumers and producers; and that each side of a luxury market has
equal responsibility to influence the other side. This moral responsibility includes
the consequences of luxury consumption and production for future generations (van
der Dussen 2016). This responsibility is due to the environmental impacts of luxury
consumption and production, and to the greater wealth of luxury consumers and
producers which means greater capability and competence to address the economic
burdens of increased sustainability.

Everyone regardless of wealth arguably has a shared responsibility for planetary
sustainability, but I argue that the responsibility rises with luxury consumption and
production linked to environmental impact and to wealth. Responsibility rises
above some minimum for all individuals in relationship to wealth and luxury
activities. Shared responsibility further involves the question of whether the
wealthy should transfer resources to the poor in compensation for the economic
burden of the minimum responsibility. However, this distribution or distributive
justice question is not the topic addressed in this chapter.

The wealthier are more likely to engage in luxury consumption; and the
wealthier have greater capacity and competence to bear economic burdens of the
increased costs that might occur from improvements in sustainability of luxury
consumption. The wealthier are also better able to transfer resources to the poor for
the narrow purpose of improving planetary sustainability. Nevertheless, the special
responsibility is due to luxury consumption and production rather than to wealth as
such: it is simply that the former is associated with the latter. It may also be the
empirical case that luxury producers are better positioned to undertake sustain-
ability improvements relative to necessities producers.

There is a long history of concern about the relationship between luxury and
responsibility (Windsor 2014). Even so, luxury consumption grows rapidly and
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globally and markedly in some emerging or developing countries. The luxury
market arguably has shifted from a relatively homogeneous group of a few con-
sumers to multiple and heterogeneous market segments (Chandon et al. 2016),
which in aggregate are much larger.

Luxury has the general meaning of unusually comfortable lifestyle or sumptuous
consumption. The basic distinction is between luxury and necessity. A luxury is not
necessary but is desirable, and at the same time is either relatively expensive or
relatively rare. In central London or central Paris, an automobile may not be nec-
essary due either to walking proximity or government investment in public trans-
port (buses and subway system). In Los Angeles or Houston, an automobile may be
necessary due to the absence of walking proximity or adequate government
investment in public transport. But while a bottom-of-the-line Fiat will serve, a
top-of-the-line Maserati (owned by Fiat since 1993) is an expensive luxury.

Luxury covers a broad scope of goods and services. One instance is exotic tourism,
meaning expensive tourism to environmentally and socially fragile locations
(Windsor 2016). Another instance is luxury hotels and resorts and restaurants, inde-
pendently of exotic tourism locations (Kim andKim 2005). Vehicles, clothing, travel,
and so forth are also within the luxury category. While the emphasis has been on
lifestyles of the super-rich (Davison 2016), a newmiddle class is arguably discernible
in various countries, including at least some emerging markets such as Brazil, China,
and India (Kravets and Sandikci 2014). The term “newmiddle class” conveys both an
increase in size of the “class” and also a shift toward luxury consumption.

The remainder of this chapter is organized as follows. The second section
explains the author’s conception of moral responsibility for sustainable luxury
consumption and production. The third section explains the relationship between
carbon taxation and luxury taxation and the difference between taxation and vol-
untary moral responsibility for sustainability. The fourth section addresses the likely
effects of sustainable luxury for the financial performance of luxury producers. The
fifth section examines luxury consumer willingness to pay for sustainability
improvements. The conclusion summarizes the arguments of the chapter and the
implications for scholars and practitioners.

2 Moral Responsibility in the Luxury Sector

This chapter concerns moral responsibility for sustainable luxury consumption and
production. The author’s thesis is that consumers have a moral responsibility to
prefer sustainable luxury goods and services and also to influence producers con-
cerning their preferences. Similarly, producers have a moral responsibility to make
and sell sustainable luxury goods and services and also to influence consumers
concerning the appropriate options.

A moral responsibility is voluntary in the sense that a person—such as a con-
sumer or a producer—accepts the responsibility out of a personal sense of duty or
obligation. Legislation defines compliance with law: that is, legislation regulates
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behavior through threat of penalty. Legislation sets standards for conduct and
misconduct. Environmental impact is of course widely legislated. Such legislation
would be superfluous if individuals widely practiced voluntary moral responsibility.
Carbon taxation and/or direct luxury taxation reflect the absence or inadequacy of
voluntary moral responsibility. Absence suggests that individuals act contrary to
moral responsibility; inadequacy suggests that even if individuals act in accord with
moral responsibility, such action is not sufficient to address the problem of envi-
ronmental deterioration. If voluntary moral responsibility were sufficient, then
carbon taxation and/or direct luxury taxation would not be necessary.

Ethical analysis typically involves consideration of motives, actions, and con-
sequences (or impacts). Wood (2010) developed this approach into modern cor-
porate social performance (CSP) theory and measurement. The approach can be
separated into consumer and producer sides of the market. Consumers have
responsibilities; producers have responsibilities. Ideally, these two responsibilities
match in the marketplace. This conception of dual and mutually reinforcing
responsibilities is quite different from caveat emptor (buyer beware). Today, cus-
tomers and suppliers can co-create value through the shift from firm- and
product-centric orientation to personalized brand experiences (Tynan et al. 2010).
These personalized brand experiences are highly heterogeneous (Vigneron and
Johnson 2004). Customers may be willing to pay for such luxury experiences.

It has been argued that there is general confusion about moral responsibility
(Feinberg 1970, p. 37). In this chapter, moral responsibility is a voluntary moral
recognition and acceptance of desirable actions. A moral actor tries to take into
account consequences of her or his actions or inactions on others, and accepts
responsibility for her or his contributions to those consequences (Carroll 1991).
This conception of responsibility may apply to those individuals acting within
organizations as well as to individuals acting on their own behalf (Sepinwall 2016;
Wolf 1985). Responsibility may be linked to moral competence to form judgments
(Sekerka 2016; Wolf 2016).

Banfield (1985, p. 337) points out that any maximizing model must include goals
(what is sought), time horizon (over what time period), and voluntary moral con-
straints. The latter are simply prohibitions against specified actions. An actor freely
accepts the prohibitions from a sense of duty or obligation. A moral constraint is
different from an externally imposed prohibition, which is essentially a “cost.” In this
approach, a carbon tax or a luxury tax is an external pricing intended to discourage
certain consumption and production activities. A consumer may voluntarily prefer
sustainable luxury goods over traditional luxury goods as a moral choice.

The circumstance driving sustainable consumption and production most gener-
ally is worsening climate change. February 2016 is now viewed as the warmest
February on record and 2015 as the warmest year on record. A 2016 study casts
significant doubt on whether governments can in reality achieve the goal of the Paris
Accord to limit global warming to below 2 °C, or 3.6 °F (Jones and Warner 2016).
There are three basic reasons. First, world population will continue to increase.
Current projections expect world population to reach 10.9 billion by 2100. About
one-fifth of the current population does not have electricity yet. One can anticipate
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rising consumption of limited resources of various kinds, including per capita energy
consumption. Second, the global energy mix necessary to address population and
climate change in combination requires extraordinary and timely investment. Fossil
fuels, emitting carbon dioxide, must be replaced by various renewable energy
sources such as solar and wind power, hydropower, and biofuels. Renewable energy
production was 9% in 2014. Jones and Warner estimate that renewable energy
production must be 87–94% of global energy consumption by 2100. Using two
different scenarios for when at least half (50%) of these renewable energy needs will
occur, at 2028 (to hold global warming to 2 °C) and 2054 (to hold global warming to
2.5–3 °C), the authors conclude that meeting the target of less than 2 °C is simply
unlikely. Third, governments have never met such a challenge, and may face
pressures to increase energy supply rather than address global warming effectively.
The authors recommend expanding renewable energy sources as rapidly as possible,
simply to limit warming effects to between 2.5 and 3 °C.

Figure 1 is a conceptual sketch of the basic ideas rather than a formal modeling
approach. The vertical axis differentiates among wealth (including income and
assets) in terms of low, middle, and wealthy. The horizontal axis separates
aggregate consumption level into necessities, luxuries, and sumptuous luxuries.

Fig. 1 Luxury consumption and carbon taxation
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Historically, wealthy was a relatively small proportion of a population and
emphasized sumptuous luxuries and hence rarity; both middle and low wealth
groups emphasized necessities. There was thus a separation between wealthy and
everyone else, and particularly between sumptuous consumption and necessities.
The empirical evidence indicates increasing proportions of wealthy and middle
populations; and expansion of consumption and production into luxuries much
more widely available.

Labeled #1 in Fig. 1, the dashed line originating at the zero point, at approxi-
mately a 45-degree angle, is a rising moral responsibility schedule. The argument is
that moral responsibility rises with both increased consumption of luxuries (due to
rising environmental impacts) and with increasing wealth (due to capability to bear
the economic burden of environmental improvements). In Fig. 1, there is no
exemption on moral responsibility. One might introduce an argument for an
exemption at poverty level of wealth. Labeled #2, a flat carbon tax, shown by a
solid line parallel to the horizontal axis, attempts to shift consumption and pro-
duction toward less carbon-intensive substitutes. The level of the flat carbon tax is
given by location along the vertical axis; that level can be moved up or down the
vertical axis as a public policy decision. A flat carbon tax is regressive, and there is
no exemption depicted in Fig. 1. Labeled #3, a progressive rate carbon tax, shown
by a rising (positive slope) solid line not parallel to the horizontal axis, attempts to
improve the shift by wealthier people and more sumptuous luxury consumers.
Sumptuous luxury has the sense or meaning of luxury consumption for the sole
purpose of status or prestige. Labeled #4, a luxury tax begins only in the center of
Fig. 1 at the vertical line, which indicates a point at which an exemption for
necessities ends and a tax on luxuries and sumptuous luxuries—whether flat or
progressive—begins.

The three tax approaches are the subject of the next section. This section focuses
on moral responsibility for environmental sustainability. Moral responsibility can
arise in voluntary acceptance of duty or obligation; or moral responsibility can be
asserted by another for consideration. A consumer may voluntarily accept fair trade
pricing for bananas as a way of helping small producers and perhaps also
encouraging more sustainable production techniques (Wilson and Jackson 2016).
Fair trade is an increasingly important dimension of sustainable luxury (Schmidt
et al. 2016). Alternatively, a campaign such as the one by the Coalition of
Immokalee Workers (C.I.W.) may seek to mobilize consumer pressure to create
higher compensation for employees (Tammelleo and Lombardi 2014). Either fair
trade or higher compensation campaigns concern distribution, unless in some way a
resulting effect is increased sustainability.

For instance, one might receive benefits from a common resource (Vanderheiden
2016). One can argue that such receipt generates an obligation to contribute toward
maintenance of the common resource. This obligation might operate for a specific
common resource—such as fish stocks or the global climate—or for the whole of
common resources in the form of the planet. Vanderheiden develops an argument
that individual contributions to climate change might be regarded as wrongful free
riding on the planetary system: the individual benefits from the contribution but
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refuses to contribute to costs of maintenance of the planetary system. This line of
reasoning leads to a fair share conception of burden. However, remedial action
might be achieved better through collective action than through allegation of
individual harm resulting in bad environmental effects (Vanderheiden 2016). For
example, climate change and rising sea level will stimulate migration, whether
undocumented or permitted, from developing countries to developed countries
(Nawrotzki et al. 2016). Since the developed countries contributed to climate
change and rising sea level, the question of moral responsibility of the developed
countries arises for consideration.

The moral responsibility approach is different from the question of the inter-
national justice of climate change control treaties. Shue (1993) suggests four
questions concerning international justice in relationship to subsistence emissions
and luxury emissions. The first question is the fair allocation of the costs of pre-
venting avoidable global warming. The second question is the fair allocation of the
costs of coping with the social effects of non-avoidable global warming. The third
question concerns the distribution of wealth necessary for a fair process of inter-
national bargaining over the first and second questions. The fourth question is the
fair allocation of greenhouse gases both during transition to the long-term allocation
and at the long-term allocation itself. These four questions affect sources of
transfers and recipients of those transfers. Shue points out that answering these four
questions involves a choice between fault-based principles and no-fault-based
principles. A fault-based principle directs attention to who caused global warming
effects. A no-fault-based principle directs attention to who can afford to pay for
transfers and who is harmed by the effects of global warming.

Moral responsibility of consumers and producers has important management
implications in the luxury sector. Three key implications can be readily identified.
First, managers should work to reduce the environmental effects of production and
consumption. This responsibility can occur independently of consumers; however,
strict independence requires constant customer prices and constant consumption
experience. Managers should be proactive in reducing environmental conse-
quences. Second, managers should seek to influence customers to reflect their moral
responsibility in relationship to willingness to pay and willingness to alter con-
sumption experience. Managers should be proactive in influencing customers, and
also in responding to customers seeking to influence producers toward greater
environmental responsibility. Third, one can extend M.K. Gandhi’s idea of
trusteeship from a focus on the wealthy helping the poor (Gopinath 2005; Shah
2014) to a broader conception including the wealthy assuming responsibility for
environmental sustainability (Jose 2016). Trusteeship is a mindset, one quite dif-
ferent from agency on behalf of a company’s ownerships or stewardship on behalf
of the organization itself defined as the organization’s key stakeholders. Trusteeship
views society and environment as the primary responsibilities of a business or the
wealthy that a business serves.
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3 Carbon Taxation and Luxury Taxation

As noted above, taxation is an alternative to voluntary moral responsibility. Society
can levy taxes to compel mandatory sustainability improvements. There are two
basic approaches relevant here and depicted in Fig. 1: carbon taxation and luxury
taxation. Carbon taxation, which might be made progressive in some way, seeks to
reduce rising carbon levels in the natural environment by raising the effective price
of carbon. Luxury taxation seeks to reduce luxury consumption and production
directly. Luxury taxation combines issues of environmental sustainability and
equitable distribution of wealth.

Two general approaches to reduce carbon emissions have been proposed:
cap-and-trade and carbon tax. Cap-and-trade (or emissions trading) is a partly
flexible regulatory mechanism in which a government (or set of governments)
issues a fixed set of allowances for emissions, and then permits trading among
affected parties such that parties achieving efficiencies below an allowance can sell
to parties not achieving efficiencies below an allowance. Trading provides an
incentive for improvements, while subjecting overall emissions to a cap. A carbon
tax charges parties for consumption and production that generates carbon emissions
(Zhang et al. 2016). The taxed parties should have an incentive to reduce carbon
emissions in order to reduce tax liability.

There is considerable debate over whether a cap-and-trade or carbon tax
approach is superior. One recent study of this question incorporates the real-world
condition that carbon intensive energy sources may be heavily subsidized (Lui
2016). Subsidy deters renewable energy investments and decreases effectiveness of
carbon taxation (Lui 2016). At a policy level, which system should be introduced
may be considerably less important than immediate action—as either system will
help deter carbon emissions (Keohane and Wagner 2015).

There is a vital difference between a flat tax (or flat rate tax) and a progressive
tax (or rising rate tax). A flat tax is a fixed percentage (or proportion) of a taxed
base, such as consumption, income, sales, or wealth. A flat tax is thus a constant
marginal rate of taxation. (Each additional dollar is taxed at the same rate.) Any set
of deductions, exemptions, or caps to the taxed base can generate variation in the
marginal rate of taxation. A true flat tax is generally regressive in the sense that the
economic burden of a flat tax rate is heavier on the poorer taxpayers. One can add a
certain degree of progressivity to a flat tax by exempting poorer taxpayers, basically
resulting in a two-rate tax system: zero tax below some cutoff, and a proportional
tax above that cutoff. A progressive tax has a rising marginal rate of taxation,
meaning that the economic burden of the tax rises with consumption, incomes,
sales, or wealth. The fair tax proposal of the Americans for Fair Tax
(AFT) organization would shift from income to consumption as a tax base (Santoro
and Fuller 2016), ideally on a revenue neutral basis. As a sales tax, the fair tax is
inherently regressive (Santoro and Fuller 2016).

A flat rate carbon tax would be regressive in economic burden. One could think
of a progressive carbon tax system in which there is some exemption at low income
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or consumption and the tax rate rises with carbon emission. When parties must
consumer carbon-intensive goods above a subsistence level, the carbon tax is
regressive unless revenues are used for uniform lump-sum transfers which redis-
tribution then introduces progressivity (Klenert and Mattauch 2016). A difficulty in
assessing tax systems is the possibility raised by some scholars that the analysis is
as much ideology as science (Wagner 2016).

In Fig. 1, a flat carbon tax falls on necessities as well as luxuries, and as dis-
cussed above is thereby regressive in burden. A progressive carbon tax rises with
carbon generation and/or consumption; but it also falls on necessities as well as
luxuries unless there is some exemption at the bottom of the income distribution.
With an exemption that excludes all necessities, a progressive carbon tax becomes a
subset of a luxury one—one focused on carbon generation and consumption
associated with luxury goods. Technically, a luxury tax would have a different
target. By definition, a luxury tax is levied on goods or services that are deemed by
public policy to be non-essential. A luxury tax is in effect a progressive tax on
luxury production and/or consumption; all necessities—as so deemed by public
policy—are exempt from luxury taxation. The difference is as follows. A carbon tax
—flat or progressive—is levied on carbon generation and/or consumption. A luxury
tax is levied on identified items: for example, expensive vehicles and vessels,
artwork, luxury housing, and so forth. Sumptuous luxuries are basically luxuries
consumed for the sole purpose of status or prestige (Rokka 2016), and thus might
be subjected to a higher rate of taxation—creating effectively two luxury tax rates.
Typically, a luxury tax is levied as a sales tax or value added tax (VAT) in some
form. The purpose of a luxury tax is to reduce production and consumption of the
targeted items. There may be somewhat different effects than a progressive carbon
tax, but a luxury tax might influence environmental sustainability more broadly
than a carbon tax. Systematic comparison of progressive carbon taxation and luxury
taxation is desirable. Frank (2005) presents the social welfare case against reducing
taxes for the wealthy. Luxury taxation has tended to be used for purposes of raising
revenue. The idea considered here is that luxury taxation might be an approach to
encouraging environmental sustainability and other social benefits by raising the
price of luxury goods and services (Briggs et al. 2016).

A luxury tax is different from the 2012 UN proposal for a 1% global tax on
billionaires to help fund development finance; that proposal is a wealth tax which
would be levied on the upper end of the vertical axis classified as “wealthy” in
Fig. 1, labeled #5. The UN proposal report also included a global carbon tax, a
transfer (or exchange) tax on key currencies, and earnings from allocation of
International Monetary Fund (IMF) Special Drawing Rights (SDRs)—all proposals
being directed to funding of development finance (UN 2012).

As an alternative to carbon taxation or luxury taxation, voluntary moral
responsibility raises two questions. One question, examined in the next section,
concerns the effects of more sustainable luxury on the financial performance of
luxury producers. These effects should be considered in light of the financial effects
of either carbon taxation or luxury taxation. The other question, examined in the
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subsequent section, concerns the consumers’ willingness to pay for sustainable
goods and services.

4 Luxury Producer Financial Performance

This section examines the likely effects of sustainability on luxury producers’
financial performance. There is a developing movement in which luxury producers
are financing foundations to accomplish good in the public interest. One example is
the Louis Vuitton Foundation, established 2014 in Paris (Herrero 2016). Higher
profits might be shifted into such activities. Such actions signal that profitability
may not be at severe risk from sustainability improvements. The evidence below
supports a finding that luxury producers can benefit from sustainability initiatives.

This chapter’s specification of moral responsibility is different from simple
responsiveness to market demand or from manipulation of market demand. One can
formulate a straightforward theory of business supply of responsible goods and
services in which some stakeholder group pays for the responsible production, thus
holding constant the profit of the business (McWilliams and Siegel 2001). The
business simply responds to a form of market demand, no different economically
from any other form of market demand. The stakeholder group might be consumers
or employees or even donors. Alternatively, a business might manipulate demand in
such a way as to increase profit margin—as through advertising or deception. The
business might engage in so-called “greenwashing” for the sole purpose of
increasing profit. The authors argue that cost-benefit analysis will result in an
“ideal” level of CSR supply, maintaining a neutral relationship between firm CSR
and firm financial performance.

In theory, socially responsible production likely reduces monopolistic profit and
is unlikely to emerge from such a supplier. However, with supplier competition
socially responsible production may positively affect consumers’ buying decisions
and increase supplier profits—within a limit concerning pricing not being too high
for the market (Pigors and Rockenbach 2016). Whether this view works similarly in
luxury consumption and production should be established directly. In luxury
markets, pricing is not the dominant consideration.

This view is reinforced by an empirical finding in another study that stakeholder
management—building better relationships with primary stakeholders including
communities, customers, employees, and suppliers—can strengthen competitive
advantage and improve shareholder value, while social issue participation has the
opposite effect (Hillman and Keim 2001). It may be critically important whether
sustainable luxury consumption and production reflect stakeholder management or
social issues participation.

In luxury fashion, there is some evidence that company design might be viewed
more positively than user design (Fuchs et al. 2013). The reason is that consumers
view user design as lower in quality and thus not signaling high status. If such
evidence is valid, then companies may have the opportunity to influence consumers
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toward green products. User design works better when luxury fashion products do
not involve status signaling.

Barnett and Salomon (2006, 2012) report empirical evidence, using two different
data sources, that the relationship between social responsibility or performance and
financial performance may be curvilinear. While firms can be profitable through
low responsibility or irresponsibility, firms can be somewhat more profitable
through higher responsibility. This evidence suggests that the relationship is not
dichotomous, meaning either that bad is unprofitable and good is profitable or bad
is profitable and good is unprofitable.

A kind of greenwashing may be involved in the following information.
International firms may face contradictory incentives concerning whether to reduce
environmental impacts and provide transparent environmental information
(Aragón-Correa et al. 2016). A comparison of the world’s 100 most international
nonfinancial firms to 16,023 firms in their industries and also a group of selected
similar firms finds a significant gap between environmental performance and vol-
untary disclosure for the 100. That set of firms has a much better record of envi-
ronmental disclosure than their industries and the matched firms. However, that set
of firms has a worse financial performance. The authors conclude that the 100 seek
legitimacy through voluntary disclosure.

The conventional conception of corporate social responsibility (CSR) has
emphasized a pyramidal construct in which the foundation is economic perfor-
mance including profitability within a context of legal compliance and ethical
responsibility, the latter extending to voluntary (or discretionary) philanthropy
(Carroll 1991). Within the perspective of this conventional CSR conception, moral
managers behave differently toward obligations and stakeholders than do amoral
managers or immoral managers (Carroll 1991). Amoral managers act in accord with
a cost-benefit calculus, while immoral managers are simply concerned with prof-
itability. The conventional conception embeds a tension or contest among ideas of
economic responsibility, ethical responsibility, and corporate citizenship responsi-
bility (Windsor 2006). Economic responsibility theory advocates wealth creation in
a context of minimally regulated markets. Ethical responsibility theory advocates
corporate duties of self-restraint and altruism in a context of much stronger regu-
lations and stakeholder rights. Corporate citizenship responsibility theory tends to
be a political metaphor emphasizing either in one of two conflicting variants that
either (1) philanthropy is a strategic lever for increasing corporate reputation and
market opportunities, or (2) firms should accept an increased emphasis on universal
human rights.

A recent development in the literature distinguishes between CSR and corporate
social irresponsibility (Windsor 2013, 2015). The point of the differentiation is that
irresponsibility—illustrated by damaging the natural environment, harming stake-
holders’ interests, and so forth—is much more harmful in its effects and thus more
desirably to be regulated in some way relative to the much more limited benefits of
encouraging corporate altruism or citizenship. Plainly it would be most desirable to
reduce irresponsibility and encourage citizenship.
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A cross-national study investigated the perceptions of corporate responsibility of
Chinese and Finnish managers of small and medium-sized enterprises (SMEs) in
the mechanical wood processing industry (Li et al. 2016). The term corporate
responsibility is neutral with respect to the role of corporate social responsibility
(CSR). The authors conducted semi-structured interviews with 23 line managers
(during the period December 2009–December 2010). They report that managers
adopt informal CSR strategies and tools in order to meet the specific expectations of
their key stakeholders. Interestingly, this finding held across the different cultural
and operational contexts for Chinese and Finnish managers. While legal aspects
drive corporate responsibility the four aspects of production technology, efficient
procurement, customer focus, and competent workplace drive competitive
advantage.

The important opportunity is for luxury businesses to make the supply chain and
production and distribution process as environmentally friendly as possible. Lean
production and total quality management are even more important in luxury pro-
duction, as illustrated by a case study of an Italian fashion company (Carmignani
2016). The fashion market is an important dimension of luxury consumption and
production (Miller and Mills 2012).

Luxury car manufacturers typically engage in relatively low volume production.
Such manufacturers may be able to increase production and reduce overall emis-
sions. Green manufacturing technologies and environmental strategies may be
easier for luxury car manufacturers than for high volume manufacturers (Nunes
et al. 2016).

5 Luxury Consumer Willingness to Pay

The financial performance effects for luxury producers seeking to improve envi-
ronmental sustainability depend partly on the willingness to pay of luxury con-
sumers. Technically, willingness to pay is measured by the demand function for a
good or service. For luxury consumers, sustainable consumption may involve an
increase in willingness to pay for reductions in environmental impacts of their
consumption. Technically, the product or service would separate into the two
dimensions of consumption and reduced environmental impact: consumers pay for
both dimensions. The alternative possibility is that luxury producers can generate
cost savings to pay for improved environmental sustainability while holding prices
and consumption quality constant. Thus, sustainable luxury may involve both
increased willingness to pay and greater producer cost reductions. However, it
should be emphasized that cost reduction is a complex topic, and that a high degree
of cost reduction might result in goods and services that are not in reality luxury.
This deterioration of luxury is arguably a strong empirical risk with rising mass
consumption and marketing of goods simply labeled luxury. The alternative
addressed in this chapter is environmentally-oriented cost reduction holding luxury
consumption quality constant—a quite different concept. Thomas (2007) argues
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that the rise of luxury goods holding companies (or conglomerates) consolidating
small family-owned luxury firms has resulted in reduced quality and increased
counterfeiting among other negative effects. However, it should be emphasized that
Thomas attributes these negative effects to industry consolidation and mass con-
sumption—as distinct from the producer environmental sustainability orientation
defined in this chapter.

There is a considerable and increasing literature, especially in marketing, on
consumer psychology of sustainable luxury. This section summarizes that literature
and its implications. The literature helps support the possibility of luxury consumers
preferring sustainable luxury consumption if products and services are made
available.

There are studies of consumers’ willingness to pay for environmental
improvements. An analysis of respondent data from three metropolitan cities
(Delhi, Mumbai, and Bangalore) in India finds, using contingent valuation
methodology, positive willingness to pay (Gupta 2016). This willingness is affected
by environmental awareness (influenced in turn by a number of factors including
environmental interest, environmental activities, education, income, and age).
Taxation might be used to address environmental externalities (Gupta 2016). A US
study addresses consumer response to a bottled water tax (Villas-Boas et al. 2016).
Response may include willingness to pay for environmental improvements.

Consumer psychology is a key driver of voluntary acceptance of moral
responsibility for the consequences of luxury consumption (He et al. 2016; Sen and
Bhattacharya 2001; Sen et al. 2016). Green claims and brand responsibility of
producers can influence consumers (Olsen et al. 2014). The presence of other
consumers may also influence luxury orientation (Pozharliev et al. 2015).
Marketing is thus a key responsibility of luxury producers, and that marketing
should be directed to reshaping preferences toward environmentally sustainable
options and features (Kumar 2015).

In self-determination theory, consumers’ intrinsic values may influence con-
scious choices in purchasing of goods and services (Ki and Kim 2016). One study
of 452 respondents explored whether they chose a “sustainable luxury purchase” or
a “conspicuous luxury purchase” and whether this choice was influenced by
intrinsic values (such as personal style and social consciousness) or extrinsic values
(such as fashion, public self-consciousness, and status consciousness).
Additionally, the authors examined whether the choice resulted in positive affect
influencing in turn repurchase intention. The authors reported that sustainable
luxury purchase predicted positive affect more strongly than did conspicuous luxury
purchase. This finding suggests that positive emotional responses toward luxury
brands influence repurchase intention.

A study of “brand prominence”—defined as conspicuousness of a brand mark or
logo on a product—separated consumers into four groups determined by wealth and
need for status (Han et al. 2010). Using field experiments and market data analysis,
the study found that across each group preference for conspicuously or incon-
spicuously branded luxury products depended on desire to associate or dissociate
with members of each consumer’s own group or other groups. Thus wealthy but
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low in need for status consumers prefer to associate with others of their own group
and pay a premium for non-prominent (or “quiet”) goods. In contrast, wealthy but
high in need for status consumers prefer prominent (or “loud”) goods to signal to
less affluent differentiation in status. High in need for status consumers lacking
sufficient wealth for true luxury use “loud” counterfeit products to imitate the
wealthy.

There is a trend of “downward extensions” in which producers introduce further
product lines at more accessible prices (Kapferer and Laurent 2016). The trend
expands consumption of luxuries. The authors examined 8376 respondents in seven
countries to identify consumer perceptions of minimum price for a luxury good in
21 categories of such goods. The idea is to identify consumer perceptions of where
luxury begins. They found an extreme variance across consumers, but a large
majority perceived very low minimum prices for defining luxuries and consistently
so across the product categories. The study concludes that “expensiveness” and
“luxury” are now relative concepts, with extreme heterogeneity across consumers.
As a result, the idea of luxury extends from traditional (sumptuous) luxury to new
(affordable) luxury. In other language, “rarity” has become “abundant” (Kapferer
2012). Traditional luxury rested on rarity (or scarcity) of availability and limited
production and distribution. In effect, traditional luxury involved monopolistic
practices yielding relatively high premiums on relatively low volumes. Growth of
luxury brands has led to an “abundant rarity” or new luxury in which consumers
attach feelings of privilege to the brand. These feelings of privilege rest on expe-
rience, pricing, prestige, and life-style symbolism. Kapferer and Valette-Florence
(2016) interviewed 1286 luxury consumers about 12 well known luxury brands as
the basis for these findings.

There is some experimental evidence suggesting that status goods may support
higher pricing as follows (Kuksov and Xie 2012). Consumers value status goods
because of rarity of consumption by other consumers. In a situation of two com-
petitors, a reduction in the price of one competitor increases demand for the other
competitor. Two status products may be imperfect substitutes in the consumer
utility function but complements in the producer profit function. A result is that
competition can result in higher prices relative to monopoly ownership of each
product.

The distinction between wealthy and non-wealthy may cut across countries
(Martinez-Alier 1995). In rich countries, there is rising demand for environmental
amenities and simultaneously environmental movements against the negative
effects of affluence. In poor countries, there are also environmental movements that
can be labeled “environmentalism of the poor” (Martinez-Alier 1995).

Luxury typically includes the experience of brand consumption itself (Atwal and
Williams 2009). Luxury also includes consumer perception and producer crafting of
brand authenticity. A study of the strategies of 26 luxury wine businesses reveals
that creating perception of authenticity involves a sincere story blending industrial
and rhetorical attributes (Beverland 2005). Sincerity rested on hand crafted tech-
niques, wine uniqueness, place relationship, and passion on the one hand, and
disavowal of commercial motives, rational production techniques, and modern
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marketing techniques. Authenticity status was associated with price premiums and
competitive advantage. Sincerity emphasized quality and relevance rather than
commercial considerations.

East Asia is the largest volume market for Western luxury and prestige brands;
this phenomenon arguably rests on cultural factors including materialism and
conspicuous consumption (Schultz and Jain 2016; Wong and Ahuvia 1998; Wu
et al. 2016). An empirical study across twenty countries is revealing (Dubois et al.
2005). Cultural variations may have significant impacts on natural environment by
location. For instance, wild meat consumption is reportedly significant and
impactful around Hue, Vietnam (Sandalj et al. 2016). Demand for luxury seafood is
rising in China, with effects on supply chains in the Philippines and North America
(Fabinyi 2016). Luxury demand should be distinguished from rising standard for
necessities, and such a distinction can be made in seafood.

A study in Singapore found different perceptions of ownership of luxury brands
relative to the USA (Phau and Prendergast 2000). In the USA, the rarity principle
may hold such that producers maintain prestige through exclusivity resting on high
levels of awareness but tightly controlled brand access. In Singapore, Asian con-
sumers are reportedly different. Brand popularity may positively increase the
“dream value” of the brand. As a result, increasing awareness positively increases
brand preference and purchase intentions. Active marketing works to strengthen
brand image and perception of brand benefits.

There is empirical evidence that strong branding is associated with substantially
lower executive pay (Tavassoli et al. 2014). The proposed explanation is that
executives value association with strong brands and thus accept lower compensa-
tion. This effect appears strongest for CEOs and younger executives. The data came
from a large and cross-industry sample of executives.

One study argues that a new class of American consumer has arisen (Silverstein
and Fiske 2003). This new class—resting on increasingly wide income disparities,
higher education levels, and rising awareness of other cultures and those cultures’
conceptions of the good life—is consuming new luxury products and services (such
as vehicles, clothing, foods, and alcohols including wines, spirits, and beers).
Basically, the American middle market is trading up in quality and taste. Silverstein
and Fiske point out that (in 2003) the middle market earning $50,000 and above
annually have about $1 trillion in disposable income. These consumers are willing
to pay significant premiums for preferred products and services. The authors argue
that new luxury goods engage consumer emotions and aspirations for a better life.
The authors attribute new luxury to both consumers and producers. The result is
relatively high sales volumes despite relatively high prices. New luxury businesses
are thus profitable and growing. As the authors point out, a Panera sandwich is in
the same new luxury market as a lower priced Mercedes.

A study of condominium sales in the Tokyo metropolitan area (Fuerst and
Shimizu 2016) found that eco-labeled buildings command a small, but statistically
significant, premium on both asking and final transaction prices. The authors report
general consistency with results found in other countries. The authors further
analyze buyer characteristics to discern sources of demand for eco-labeled real
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estate. They find that the price premium reflects higher willingness to pay of
wealthier purchasers. There is a similar willingness to pay found for less affluent
purchasers, but the premium effect is smaller (due to lower wealth). The authors,
however, also report a problem difficult to disentangle empirically. Capitalized
utility bill savings likely account for much of the premium (including for less
affluent purchasers). After accounting for this effect, the authors think that the
higher premium for affluent households still indicates some intangible benefits of
green building occupancy.

6 Conclusion

This chapter has examined the moral responsibility of luxury consumers and pro-
ducers for cooperating in improving sustainable luxury. The definition of sustain-
able luxury is luxury consumption and production in ways that at a minimum
reduce negative environmental impacts. Indeed, it would be highly desirable that
sustainable luxury increase positive environmental impacts, as well. This consid-
eration of moral responsibility of luxury consumers and producers is placed in the
context of sustainable development, which includes improved progress against
poverty. However, it is important to separate luxury from issues of wealth redis-
tribution. The focus of the chapter is on the relationship between luxury and sus-
tainability. Luxury is intertwined with wealth: it is the wealthy who can afford
luxury consumption. By the same token, it is the wealthy who can afford sustain-
able luxury. This concluding section discusses below in separate sub-sections the
chapter’s key findings, and then the implications of those findings for scholars and
managers.

6.1 Findings

The methodology of the chapter is to identify relevant key literature on the central
proposition of moral responsibility, and to develop firstly the logic of special
responsibility and then secondly the implications of that special responsibility for
stakeholder management by luxury-oriented firms.

There is a strong case for moral responsibility for luxury consumption and
production due to the increasing climate change that is threatening negative changes
to planetary sustainability. Sustainability is a regressive tax on the poorer, and a
progressive tax on the wealthy. Wealthy consumers have both the capacity and the
responsibility to address sustainability through luxury goods and services. The
author explained his conception of voluntary moral responsibility arising in luxury
consumption and production. This conception is that both consumers and producers
can cooperate in improving sustainability.
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The principal alternatives to voluntary moral responsibility involve regulation
and/or taxation. Cap-and-trade is a regulatory approach to reduction of carbon
production in which firms are allocated carbon production rights ideally below their
current carbon production levels; firms can then sell (or trade) excess carbon pro-
duction rights.

The author examined carbon taxation and luxury taxation as alternatives to
voluntary moral responsibility. Carbon taxation can be a flat rate or a progressive
rate. A flat rate is regressive. A flat rate above an exemption for necessities or
poverty becomes at least a mildly progressive rate. A luxury tax—whether a flat rate
or a progressive rate—would be levied on luxury goods and services, with the twin
effects of reducing luxury consumption and production, and depending on design
with the object of redirecting luxury consumption and production toward greater
sustainability outcomes. It is conceivable that reasonably low tax rates might
redirect luxury toward sustainability without reducing luxury consumption and
production as such. The chapter does not propose a wealth tax as such. Rather, a
wealth tax is defined so that the reader can see the differences among carbon
taxation, luxury taxation, and wealth taxation. The policy design issue is how to
focus on luxury consumption and production for purposes of improving environ-
mental sustainability outcomes.

Much depends on how moral responsibility and/or taxation alternatives may
influence behavior of consumers and producers. The chapter examined evidence on
the effects of sustainability initiatives on luxury producer financial performance,
and the willingness to pay of luxury consumers. The available evidence supports
the idea of consumer and producer willingness to undertake sustainability efforts.
Firms can do well financially, and have equally or even more satisfied consumers.
The financial performance effect for luxury production firms is analogous to the
wealth of luxury consumers: financial performance like wealth increases respon-
sibility for sustainability—akin to a progressive tax rate.

6.2 Implications for Scholars

Understanding the relationship of luxury consumption and production to sustain-
able development has important implications for scholars. Research should refine
moral responsibility theory, theories and constructs for luxury consumption and
production, relationship to carbon, luxury, and wealth taxation, and evidence
concerning producer financial incentives and consumer willingness to pay. All these
aspects are important elements of sustainable luxury consumption and production.
It is particularly important to study the differences between why consumers and
producers would adopt voluntary moral responsibility for sustainable development
and how external regulation and taxation would influence behaviors of consumers
and producers. The most desirable condition for luxury industries is that consumer
satisfaction, firm financial performance, and environmental sustainability should all
improve jointly. Reductions in consumer satisfaction and/or firm financial
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performance to improve environmental sustainability may be necessary, but reflect
inferior policy alternatives. Consumer satisfaction can include the consumer’s
concern for the natural environment, such that satisfaction and concern are
interdependent.

6.3 Implications for Managers

For practitioners—here meaning luxury industry producers—there are opportunities
for environmental leadership and strategic advantages in sustainable initiatives.
Detailed case studies of luxury producers are desirable. Guidance for practitioners
and consumers is also desirable. Producers should be responsive to consumer
expectations of sustainable products and services, and should seek to influence
those consumer expectations concerning luxury products, luxury experiences, and
pricing. Consumers may be willing to pay more for sustainability; and producers
should seek to discover how to hold or improve firm financial performance through
sustainability initiatives. As was discussed previously, there has been a develop-
ment noted by Thomas (2007) in which consolidation of small family firms into
larger conglomerates has moved toward mass luxury consumption and production
in ways that adversely affect luxury and sustainability. If accurate, the mindset
involved is one of profit seeking antithetical to environmental sustainability when
that mindset ignores negative environmental effects.
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