





Performance ranking
of luxury groups

Figure 3: Ranking of environmental, social and governance performance and reputation of luxury corporate groups

L'Oréal Hermés Coach Tiffany & Co

All companies are used to being ranked on business
performance. Such a benchmarking exercise can
help individual business people better understand
their relative performance, and identify areas for
improvement. In recent years, more companies have
begun to be ranked on their environmental, social
and governance (ESG) performance, especially by
investment analysts who provide information to
asset managers and asset owners that consider
these issues material to financial performance,

or to the wider interests of their investors.

This report ranks the ESG performance of the ten
largest publicly-traded luxury companies or groups.
These were selected for WWF by financial analysts,
based on the companies’ market capitalizations in
2006 and on the fact that they derive a significant
portion of their revenue from the manufacture or retail

Swatch Richemont Bulgari

of personal luxury items. The Industry Classification
Benchmark (ICB), jointly-owned by FTSE and Dow
Jones Indexes, does not have a specific subsector
classification for luxury companies. Therefore, companies
featured in this ranking are drawn from the following
ICB subsectors: Clothing & Accessories, Personal
Products, Apparel Retailers, Broadline Retailers and
Specialty Retailers.

The companies are:

e Bulgari: The fast-growing Italian jeweller and luxury
goods retailer, founded in Rome in 1884. Bulgari’s
heritage is in jewellery, but it now also produces and
licenses watches, handbags, fragrances,
accessories and hotels.

Coach, Inc: The US-based leather goods company
that started life in a loft in Manhattan in 1941. Coach




is famous for handbags, luggage, briefcases,

wallets and other accessories.

Hermeés: A leather goods, fashion and perfume
company based in Paris. It produces ready-to-wear
fashion, home décor, jewellery, luggage, fragrances
and saddles.

L’Oréal: The world’s largest cosmetics and beauty
company is a French multinational comprising four
operating groups, one of which is its luxury products
division with brands such as Lancdme, Helena
Rubenstein and Kiehl’s.

LVMH: The world’s largest luxury goods
conglomerate, created after mergers brought
together Moét et Chandon, Hennessy and Louis
Vuitton. LVMH now owns more than fifty iconic
brands, including TAG Heuer, Fendi, Marc Jacobs,
Guerlain, Kenzo and Givenchy.

PPR: A French multinational holding company
specialising in luxury brands and retail. It owns

the Gucci group, which also controls Yves Saint
Laurent, Sergio Rossi, Bottega Veneta, Alexander
McQueen, Stella McCartney and Balenciaga.
Compagnie Financiere Richemont SA: This Swiss
luxury goods conglomerate was founded in 1988 by
the South African entrepreneur, Anton Rupert. It has
four main business areas: jewellery, watches, pens
and clothing. Among its brands are Cartier, Mont
Blanc, Chloé and International Watch Co (IWC).
The Swatch Group Ltd: Since its creation in 1982,
the Swatch Group — the world’s largest watch
company, based in Switzerland — has accelerated
its acquisition of Swiss luxury brands, including
Breguet, Blancpain, Omega, Rado, Longines,
Tissot, Certina and Pierre Balmain.

Tiffany & Co: As well as diamonds and jewellery,
US company, Tiffany & Co, sells watches, silverware,
china, crystal, stationery, fragrances and accessories.
Tods SpA: The shoe and leather goods manufacturer,
created in Italy in 1978 by Diego della Valle, was
listed on the Milan Stock Exchange in 2000 and
owns Tods, Hogan, Fay and Roger Vivier.™

These companies, despite being leaders in the luxury
sector, feature little in ethical rankings because of the
limited nature of their ESG reporting. Not a single luxury
conglomerate appears in investment analyst Innovest’s
list of the 100 most responsible corporations of 2007,
despite the fact that 23 make discretionary consumer
items — more than any other type of product or service.
LVMH, Hermes, L’Oréal and Swatch were the only luxury
conglomerates listed in the FTSE4Good index in 2006,
but LVMH was expelled for supply chain issues in March
2007. Appearance on these indices indicates that a
company has a conscious strategic approach to the
responsibilities associated with its core activities, and is
communicating its efforts to external audiences. With
trillions of dollars now invested according to ethical
guidelines, the lack of luxury conglomerate performance
on these indices will become more financially relevant.

It is in this context of limited ESG disclosure that we have
prepared the ranking for this report. In the absence of
data from all the companies using standardised protocols
and systems of verification and audit, our ranking relies
on two categories of information: first, what companies
themselves report to the ethical investment community
about their ESG performance; and second, what the
media and non-governmental organisations have been
saying about them. The data for each was compiled in
2007 for performance during 2006.™

For the first category, data was sourced from Ethical
Investment Research Service EIRIS.™ A non-profit,
independent research organisation, EIRIS has been
conducting social, environmental and ethical research
on publicly listed companies since 1983. It gathers
information directly from companies through
questionnaires, and augments this by analysing
company public documents including annual reports,
websites and specific environmental, social and
sustainability reports. The data is collected for 50
criteria, grouped in four areas:

environment;

human rights;

corporate governance; and
stakeholder relations.
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Criteria include topics such as equal opportunity and
environmental policies, against which companies are
graded from poor to exceptional. WWF turned these
into numerical scores, with each criterion given equal
weight in making up the total score. (In the absence
of a stakeholder process to determine the relative
importance of different issues, any weighting of the
criteria would be arbitrary and not credible.”However,
we did correct bias introduced by the unequal numbers
of sub-criteria within each of the four principal areas.
This ensures that each area accounted for 25% of
the 50 points available for this half of the index —

a maximum for each, then, of 12.5 points.)

For the second category, data was sourced from
Covalence, a Geneva-based research house. Covalence
documents thousands of positive and negative news
stories about companies in English, French, Spanish,
[talian and German, then codes and synthesises them
into rankings.™ Its 45 criteria cover working conditions
and the impacts of production, products and institutions.
Covalence’s search generated 512 news stories which
were analysed and coded as either positive or negative.
WWEF weighted the result so that each company obtained
a comparable score out of 50.

The scores for EIRIS and Covalence were then added,
to create a total maximum possible score of 100.
This creates a ranking of the self-reported performance

Table 1: Score card - grades and corresponding scores

Grade  Score Grade  Score
A+ 90 - 100 C+ 67 - 69
A 85 -89 C 63 - 66
A- 80 -84 C- 60 - 62
B+ 77-79 D+ &5 = &8
B 73-76 D 50 - 54
B- 70-72 F 0-49

and public reputation on corporate performance on
environmental, social and governance issues. Each
company'’s score out of 100 is expressed in our ranking
as a grade between A+ (best) and F (worst) according
to the scale in Table 1. The results are shown in Table
2, and presented graphically in Figure 3.

Table 2: Scores
Group Covalence EIRIS Total Rank Grade

L’'Oréal 38.5 30.0 685 1 C+
Hermeés 50.0 179 679 2 c+
LVMH 37.2 29.9 67.1 3 c+
Coach 50.0 162 662 4 C
Tiffany 47.8 11.9 59.7 9 D+
Swatch 38.9 13.8 52.7 6 D
PPR 21.3 30.3 1.8 7 D
Richemont 35.5 152 506 8 D
Bulgari 20.0 17.6 37.6 9 F
Tods 25.0 9.9 34.9 10 F

The highest grade reached by any luxury conglomerate
is C+, which is achieved by three of the four companies
based in France: 'Oréal, Hermés and LVMH. Companies
based in Italy come bottom, with F grades; of the top 10
luxury conglomerates, they have the worst self-reported
performances and overall media reputation for good

governance, and social and environmental responsibility.

The combined scores mask some of the differences in
self-reported performance, as companies such as Hermes
and Coach appear better at having avoided negative
criticism from civil society and the media. Figure 4
illustrates the level of media attention given to brands
between 2001 and the end of 2006, as well as the
general nature of that attention.



Self-reported performance is shown in Figure 5. The two
highest-scoring companies have activities outside the
luxury sector: L’Oréal markets products aimed at the
mass market, and PPR obtains more than 50% of its
operating income from retail outlets. These additional
activities may be responsible for improving the scores,
adding weight to the argument that luxury companies
are lagging behind other consumer product sectors.

Figure 4: Positive and negative coverage of luxury
brands, multiple markets
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The larger conglomerates divide their operations into
distinct business units, each of which manages its own
consumer brand(s). Given these management layers
and the presence or absence of particular environmental,
social and governance (ESG) issues in the various
product categories, a combined score can hide
important differences within corporations. In addition,
the 10 luxury conglomerates give the sector’s ESG
challenges varying levels of attention. Figure 6 draws
out some of these differences.

© Covalence 2007

PPR and L’Oréal score well for stakeholder relations,
due to policies on equal opportunities, health and
safety in the workplace, and attention to the rights of
customers and suppliers. LVMH obtains a high
environmental score due to comprehensive reporting
of improvements in environmental management of its
own operations. While Hermés and Swatch score low
on board practice due to the lack of a code of ethics,
Bulgari has an advanced code of ethics. Both US
groups — Coach and Tiffany — score badly on
environmental factors, due a lack of reported
environmental monitoring or performance. Richemont
does not score well on human rights due to lack of
reporting and lack of supply chain policies where the
major human rights concerns would be located.

Tods comes bottom overall, due to an unwillingness
to respond properly to EIRIS questionnaires; there is,
therefore, little evidence of active consideration of its
ESG responsibilities.

Figure 5: Self-reported performance
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These luxury groups differ widely in their approach to
corporate responsibility. This not only calls into question
their commitment to sustainable business practices,
but also deprives responsible investors of information
on which to base their ratings. These investors, who
account for more than $10 trillion of global assets,
consider performance on ESG issues to be material to
financial performance.™ Our analysis shows that this is
particularly the case for luxury brand-owners, some of
whom are nevertheless failing to report adequately on
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Figure 6: Self-reported performance by issue category
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these aspects of their performance; of the companies
that do report annually on ESG issues, only L'Oréal,
PPR and Richemont use Global Reporting Initiative
(GRI) guidelines. Richemont began doing so in the
middle of 2007.

The GRl is a coalition of companies, consultants and
non-governmental organisations. It has established an
internationally recognised framework for reporting on
ESG issues, which is now being used by hundreds of
major companies worldwide.™

Our review of these companies indicates some progress
by some luxury brand-owners; for example, IWC has
committed to becoming carbon-neutral. However, as
discussed in Chapter 5, these companies still approach
corporate social responsibility with a combination of
piecemeal philanthropy, glamorous sponsorship projects
and the management of reputational risks. Their direct
impacts may not be as large as other industry sectors,
but unless they become more engaged in this agenda,
they will miss out on the growing level of responsible
investments, as well as the commercial opportunities
described throughout this report.

Tiffany & Co

Swatch PPR Richemont Bulgari Tods

The quality and reliability of our ranking of the luxury
industry on ESG issues depends on the availability of
reliable and comprehensive data. All companies were
contacted for information by EIRIS and WWF-UK. It is
our aim that the introduction of this ranking will encourage
companies to provide more of such data in future years.

Our recommendations to these luxury groupsare:

1. Report annually according to GRI guidelines.

2. Do not ignore any of the GRI criteria unless
logically irrelevant.

3. Collaborate with stakeholders to create a GRI
sector supplement on luxury goods.

This third recommendation implies the inclusion of
issues that are specific to the luxury sector, such as
corruption and product responsibility. For example,

the high value, small size and limited traceability of
watches and jewellery make them ideal for use in illegal
bribes or money laundering activities. Additional GRI
indicators of innovation, such as progressive marketing
campaigns, should be developed to respond to the
potential for luxury to lead innovation on social and
environmental performance.






Exploring challenges, problems, commercial imperatives
and myths could give the impression that deeper
luxury is a complicated ambition. It is not, and to
some entrepreneurs it comes naturally; innovative
examples of authentic luxury products and services
can be found around the globe. To illustrate, we have
selected seven companies that embody aspects of
the future of luxury by excelling in key aspects of
their social and environmental performance.

Examples covered here include: clothing from Osklen
in Brazil; furniture from OSISU in Thailand; jewellery
from John Hardy in Bali; cosmetics from Méadara in
Latvia; fashion from US designer Linda Loudermilk;
sports cars from Tesla, also based in the US; and
sustainable housing in Mata de Sesimbra, Portugal.
These brands demonstrate that sustainable luxury
cannot be approached in a superficial way, but involves
meeting challenges in sourcing, design, production,
marketing, use, repair and disposal. WWF has not
audited these companies’ sustainability and cannot
vouch for their broader performance, but presents
them here to illustrate the possibilities.
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Osklen’s Amazon Guardians collection winter 2007

Osklen is a leading fashion brand in Brazil and is
expanding internationally, with three new stores in Tokyo
and one in New York opening in 2007. Owner and
creative director Oskar Metsavaht is keen to promote
the Brazilian heritage behind his brand, as well as
supporting efforts to protect the local environment.
Osklen’s winter 2007 collection, “Amazon Guardians”,
makes full use of organic wool, natural latex and

fish leather which was used for a range of brightly-
coloured accessories.
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Osklen makes innovative use of organic wool

These fabrics were developed in partnership with
Instituto-e, a not-for-profit organisation promoting
sustainable human development in Brazil. WWF-Brazil
has supported Instituto-e in promoting access to
sustainable fabrics. Through Insituto-e’s partnership
with Osklen, a royalty is derived from sales of products
using these fabrics.

“We need to fire up the consumer again,” says Metsavaht,
who adds that conspicuous eco-consumption (as

opposed to a quieter focus on sustainability) is the way
to shape consumer attitudes in Brazil. The environment
was heavily featured in Osklen’s 2007 show in Sao Paulo.”



Despite the presence of strong local design traditions,
Asia has not been at the forefront of modern luxury.
OSISU is an exception — a Thai company that
manufactures recycled furniture, creatively re-using
materials that would otherwise go to landfill or be
incinerated. Though not setting out to be a luxury
brand, OSISU is being retailed and perceived as such;
its Chairwalker product retails in the US at $1,600.

As well as recycled materials, OSISU uses water-based
glue and Livos oil for finishes. Not only do the products
come from waste, but “we do not foresee OSISU
products being disposed of”, says founder-director
Singh Intrachooto. “We want people to keep them as
art. That is why we put so much effort into putting the
design together so laboriously.” OSISU’s is a “grave to
eternal cradle” approach to business.

“We attempt to balance three dimensions of sustainability:
environment, economics and social issues,” says Singh
Intrachooto. A small company employing just 15
craftspeople, OSISU is not seeking a rapid expansion.
Indeed it is cautious, perhaps because the business
was created against advice: “We didn’t conduct market
research on green consumers,” explains Intrachooto.
“If we did, we may not have decided to salvage waste
for furniture-making. People told us at the beginning
that we were crazy... [but] we wanted to create demand
for green design, even if there was none.”

/ i
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Bud stands are made from scrap steel and discarded tree roots

It was never intended that OSISU would be a luxury
brand, but it is now perceived that way. Like some
iconic luxury brands such as Dom Pérignon, OSISU
is an “accidental” luxury brand.”

John Hardy is a jewellery company based in Bali. Its
retail turnover is $150 million per year and it employs
more than 1400 staff worldwide. In 2007, it was privately
bought for an undisclosed sum. According to Time
magazine, the company embodies a new vision of
luxury in which “beauty and luxury could be a solution,
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not just a commodity”.

John Hardy’s philosophy finds a variety of unusual
expressions. For example, the factory walls, made of
bamboo and mud brick, are topped with thorny
bougainvillea rather than razor wire. John Hardy

calls them a “sustainable solution to the international
problem of security”. Workshop roofs are covered with
creeping passion-fruit vines to provide protection from
the equatorial sun. At lunchtime, workers dine on fresh
organic food raised in the factory grounds.

John Hardy combines a millennia-old tradition of
jewellery-making and design with 215t century technology
The result is an artisanal approach to design, says
Hardy: “The worker who carved your bracelet is proud
of it, and the hand-hewn imperfections turn a thing of
beauty into a work of art”. The back of a John Hardy
brooch is as beautiful as the front: “It’s like a little secret
for the wearer alone,” says creative director Guy
Bedarida. “That’s our trademark.”™



The new Latvian company, Madara, makes completely
natural flower and herb cosmetics for body and facial
care. These products are made only from plant extracts,
natural oils, butters and waxes, without petroleum
ingredients, chemical preservatives, parabens, artificial
colorants and other potentially harmful substances.

For all print and packaging, Madara uses paper from
forests certified under the Forest Stewardship Council
(FSC), a system of sustainable wood supply that WWF
helped to create in the early 1990s. The paper is
manufactured in accordance with a strict environmental
policy that calls for minimal carbon emissions and the
recycling of water. According to co-founder Zane
Rugina, the brand “tells a story about a healthy and
natural lifestyle, about dignity and respect towards
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secrets of natural beauty”.

Médara is not alone in the high-end natural cosmetics
market. Designer Stella McCartney recently launched
Care, a range of organic skin care products, some of
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which are sourced from eastern Europe.

© Madara

Natural beauty from Madara
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Los Angeles-based Linda Loudermilk epitomises the
brash confidence of a growing group of ecologically
concerned designers. She counts among her clients
Jane Fonda, Debra Messing and Jennifer Beals.
Loudermilk merges high fashion and environmental
awareness with the originality of fabrics made from
bamboo, seaweed, soya and recycled beverage
bottles. Vogue, Elle and Rolling Stone have featured

the Loudermilk brand, which was dubbed the “rock star
of nature” at New York’s autumn 2007 Fashion Week.

Linda Loudermilk’s policy is to source materials produced
in a socially and environmentally responsible manner.
Applying this policy has enabled Loudermilk to become
an expert capable of teaching others how to do the same;
it does so by means of an institute and associated
labelling scheme.™



Tesla Motors Inc is a new kind of car company. Its sleek
$98,000 electric sports car, launched in 2007, can rocket
from O to 60 mph in just four seconds. Although electric
vehicles are not new, none has attempted to compete
in this market segment. Actor George Clooney and
California Governor Arnold Schwarzenegger were
among the first to place orders.

All Tesla owners have two options to recharge — via a
standard wall socket (which takes at least six hours for
a full charge); or by means of a Tesla-designed recharging
station, which the company is installing in high-end hotels
such as the Hyatt.”
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A fast pace of innovation from Tesla

Tesla’s chairman and chief source of investment is the
PayPal founder Elon Musk. Like many silicon valley start-
ups, Tesla is offering stock options to all its employees,
so that they reap the rewards of the success to which
they contribute. Given that transport is a key sector for
the consumption of energy and natural resources, it is
important that companies like Tesla blaze an aspirational
trail for others to follow.™

Market trends suggest that more people are becoming
interested in luxury lifestyles, as distinct from luxury goods.
Offerings include holidays, spas and elite experiences.

Luxury housing is no longer defined only by the property
itself, but by its situation within a thriving local community.

The high-end villas available at the Mata de Sesimbra
eco-tourism development in Portugal respond to this
demand. They are part of the world’s first major integrated
sustainable building, tourism, nature conservation and
reforestation programme. The 5,300-hectare site
comprises a 4,800-hectare nature reserve, a project

to restore a native pine and oak forest, and a 500-
hectare eco-tourism development of up to 8,000 units.
BioRegional and WWF are working with developers
Pelicano on the €1 billion project to ensure that it
incorporates One Planet Living™*'principles and to
manage the conservation activities. The development
includes the largest privately-financed forest restoration
project in Europe, creating closed-off protected areas
for the critically endangered Iberian lynx and the
vulnerable Bonelli’'s eagle, and recovering wetland

and other important freshwater and coastal habitats.
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Luxury eco-living in Portugal

Mata de Sesimbra is designed to use sustainable
building materials, renewable energy, rainwater and
water recycled from within the development, and local
food (to reduce carbon emissions from transport). It is
intended to revive local agriculture, create a sustainable
transport network, and virtually eliminate the need for
private vehicles on site. Mata de Sesimbra’s golf course
will be fed only by treated wastewater (grey water).
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Celebrities are key to the success of most luxury
brands. According to marketing services company
WPP, the number of advertisements featuring
celebrities has doubled in the past 10 years. Today,
“celebrities are highly important and valuable to
brands, especially in the luxury fashion sector”,
explains industry consultant Uche Okonkwo.™

For example, LVMH-owned Christian Dior cosmetics
are endorsed by actresses Monica Bellucci (ltaly),
Charlize Theron (South Africa), Choi Ji Woo (South
Korea), and Ziyi Zhang (China). Zhang promotes another
of LVMH'’s brands, TAG Heuer watches, as do Hollywood
stars Brad Pitt and Uma Thurman. Although the use of
celebrity endorsement is ubiquitous, industry experts
Radha Chadha and Paul Husband say that “in India,
thanks to a manic obsession with Bollywood, it takes
on magical proportions”. When Indian fashion magazine
Verve ran a feature for Louis Vuitton’s 150th anniversary,
eight Bollywood divas were photographed with their
favourite Vuitton bags. Giorgio Armani dressed
Aishwarya Rai for her London premiere of the film

Bride and Prejudice, and she endorses both the
jewellery brand Chopard and De Beers’ diamond
brand in India, Nakshatra.™

The power of these celebrities to build brand value

is enormous. A former editor of Elle Thailand, Siri
Udomritthiruj, explains, “the trend usually starts with a
celebrity. You have a celebrity walking around, wearing
it all the time, so it gets publicity.”™ Given this increased
importance of celebrity endorsement, luxury brand
companies would do well to recognise another recent
trend in the celebrity world: overt support for public
causes. Examples have been set by Angelina Jolie,
Leonardo DiCaprio, Bono, George Clooney, Emma
Thompson, Madonna, Gwyneth Paltrow and many
more. Actress Natalie Portman works with FINCA, a
group that supports women entrepreneurs with loans
in poor countries.” Brad Pitt, a face of TAG Heuer, and
involved in African peace and development initiatives,
spoke in 2007 of the need for people to buy products
that would help African development.™

By aligning themselves (albeit unwittingly) with
unsustainable or unethical brands, celebrities can risk
damage to their own reputation. For instance, the
National Toxic Encephalopathy Foundation (NTEF)
has criticised celebrities for promoting fragrances
without any knowledge of their toxicity. “Some
fragrance ingredients have suspected carcinogenetic
activity, and dermatological and respiratory reactions,
while others interact with estrogen receptors,” reports
the NTEF.”

Tods’ first celebrity ambassador, actress Sienna Miller,
campaigns against climate change through her association
with Global Cool. She also endorses Tods, which came
bottom of our index of ESG perfomance. Tods may
represent a liability to Sienna Miller’s reputation.

WWEF recognises that celebrities influence consumers,
and can therefore influence companies. The challenge is
to discourage corporate behaviour that contributes to the
problems celebrities are campaigning on, and encourage
corporate contributions to the solutions not simply
through donations, but through sustainable business
practices. In deciding which brands to work with, we
call upon celebrities and their agents to follow our “Star
Charter”, which comprises the following six principles:

To recognise their potential to influence

consumer behaviour.

To encourage both consumers and companies to
be aware of the social and environmental aspects
of their activities.

To consider the social and environmental
performance of companies before endorsing them.
To obtain independent expert advice on that
performance before endorsing companies.

To address any public concerns over the social
and environmental performance of the brands that
they currently endorse.

To tell professional colleagues about their
commitment to the Star Charter.

For more information about the Star Charter, visit
wwf.org.uk/deeperluxury.



The ten point plan

Brand and marketing professionals on both client and
agency sides can unlock the latent commercial potential
of sustainable luxury brands, provided that they do
so in an authentic and systematic way. This can be a
complex task, but the following guidelines can make
it easier.”™

4. C(S)R: Handle with care! Learn from the leading
companies and their latest understanding of
corporate responsibility and sustainability as
drivers for innovation and value creation. Neither
treat philanthropy nor reputation management as
the main concerns of the corporate responsibility

Understand your brand. Conduct a “brand
perception audit” to understand and define your
brand’s true personality as it exists in the minds of
both employees and consumers/customers. Include
environmental and social elements in this and
subsequent tracking studies. Identify the values in
your brand’s traditions, and creatively explore what
they can mean in current global contexts. Consider
the inherent qualities of your product or service to
see how it might affect the environment or society.

Understand your consumers and how their
relationship with sustainability and ethics affects
their esteem for your brand. Understand how your
company meets your customers’ needs. Observe
and understand the values, beliefs and lifestyles

of your present and potential customers. Avoid
assumptions about consumers, particularly in

Asia and other emerging markets. Explore locally
appropriate ways to generate consumer insights
into the depth and authenticity of your luxury offering.

Get your house in order. Audit and improve your
internal processes, from office management to
production, supply chain, distribution, marketing
and advertising. Minimise power consumption,
water use and waste. Use environmentally-friendly
cleaning products and office supplies. Accept
responsibility for the practices throughout your
supply chain by screening, training and monitoring
the sustainability performance of its constituent
parts. Take guidance on other important issues
from the guidelines of the Global Reporting Initiative.

function. Rather than restricting its focus on
measuring and reducing risks and direct impacts,
CSR should draw attention to opportunities. CSR
units should work with the heads of the core business
functions (including product development, sales
and marketing) to develop key performance
indicators (KPIs) of sustainable business practices.
These KPIs should then be used for setting objectives
and targets, reviewing performance and determining
remuneration and career progression. They should
focus on embedding social responsibility and
innovation into corporate and brand DNA.
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Innovate. Identify new and efficient ways in which
your brand can help consumers do what they wish
to do or feel how they wish to feel. Re-tune the
corporate values and brand to resonate with
attributes and attitudes that you see emerging in
consumers on sustainability issues. Recognise
sustainability as a new paradigm for design rather
than just a passing fashion, and corporate social
contributions as a new paradigm for core business
operations, not an afterthought. As your product or
service progresses from inception through design
and manufacturing, constantly query its sustainability
at the most important levels and at all stages of its
lifecycle. 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. Think how changes to these
products and services might make them even more
useful and responsible.

Motivate. Reward and congratulate staff for
meeting environmental and social objectives and
targets, and for aligning with corporate and brand
values. Do so, where appropriate, as part of their
regular performance reviews.

Collaborate. Explore possibilities to team up, both
internally and externally. Encourage staff participation
in multi-functional, multi-skilled teams that include
personnel from all relevant functions, including
marketing, communications, investor relations,
product design/development, brand strategy,
financial planning and analysis, and corporate
responsibility. Include staff from both brand and
corporate level, if they are distinct. Collaborate with
third parties (such as strategic partners and celebrity
representatives) to improve environmental and
social performance. Engage non-governmental
organisations to advise on strategic business
issues and ensure rigour. Partner with competitors
and industry associations to lobby or plan for the
better regulation of markets.

8. Communicate. Once you have done all of the

above, communicate externally. If you are open,
honest and heartfelt, then a bit of sniping here and
there from your critics will just be grist to your mill.
Avoid contestable claims about issues such as
carbon neutrality, and be open about needing
continual improvement. Think about how
consumers interact with the new media landscape.
Integrate your messages through the most
appropriate channels, even if you have to invent
those channels yourself.

Sign up your consumers to the sustainability
journey that your company is taking — use them to
create and ride the sustainability wave. Ensure that
consumers come away from every interaction with
your brands, products and services with as positive
a self image as possible, and a new understanding of
the meaning of luxury. If your brand makes them
feel like better people at the same time as fulfilling
its principal function, then it will thrive.

. Measure, monitor and report continuously.

Develop ways of identifying, measuring, evaluating
and reporting the various elements of brand value,
including those that relate to sustainability, so that
they can be used by managers as indicators of
performance. Specific targets may then be set to
sit alongside shorter-term ones and be taken into
account at staff performance reviews. Consider
participating in creating a sector supplement to GRI
on sustainability reporting by luxury goods companies.

Deeper Luxury
44/45




Conclusion

As our consumption habits chew up both people
and the planet, so our desires for human creations
are making luxuries out of nature’s creation.

Clean water, safe food, breathable air, a peaceful
community, and a walk in nature are already scarce
luxuries for many people - unfulfilled desires for
basic needs. New consumption habits within a
sustainable economy are urgently needed, to
create a one planet future. Given its global brand
power, the luxury industry should demonstrate
greater leadership on this agenda.

Despite strong commercial drivers for greater
sustainability, luxury brands have been slow

to respond. The largest luxury conglomerates

have been ranked on their social and environmental
performance for the first time, and none

scored highly.

Luxury brands face criticism that they fuel
unnecessary consumption and provoke discontent
among poorer members of society. This has been
true of some (shallow) forms of luxury that waste
resources or exploit vulnerable people. Increasingly,
however, consumers require deeper, more complex
experiences, emotions and connections. Selfishness
is frowned upon; altruism is respected.

Stuart Walker, a professor of design, explains

that “an object can become the culmination,
physical manifestation and symbol of good works -
in its intention, design making, use and disposal...
Beauty can be captured in the object through

what it represents, and not simply through
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its appearance”.

Today’s social, environmental and cultural challenges
are reminding us that true wealth is the ability to
provide not only for one’s own needs, but for those
of others.

This is an ancient idea that exists today in many
cultures. For instance, mana is a concept used
across the Pacific Islands to describe a force

or quality that resides in people, animals and
inanimate objects, that instills in the appreciative
observer a sense of respect or wonder.™ If someone
has a lot of mana, they have the power, energy and
ability to make a difference. This is because in a
tribe “wealth” is, by definition, of benefit to the
tribe. As global awareness increases and we come
to understand ourselves as a one planetary tribe,
perhaps we will rediscover how prestige and status
should come from having unusual access to the
energies that help others. Luxury brands can be
part of that process. If not, they may come to be
regarded as shallow, perhaps almost as fake as
the counterfeits.

In Chapter 9, we offered some guidance to luxury
executives wishing to embrace the sustainability
agenda. We believe that adopting this approach will
produce deeper, more rewarding experiences to
consumers, staff, investors and local communities.

The pioneering brands and people we have profiled
in this report suggest we are seeing the birth of a
movement for authentic luxury that could remind us
all that sustainability is truly our highest aspiration
and greatest success. We challenge more celebrities
to join this movement, by bringing their commercial
endorsements into alignment with the values and
causes they champion, and by committing to the
Star Charter. More than anything, that will answer
the question: “what are you made of”’?
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“Luxury is well-rounded excellence. Corporate excellence today includes being
globally responsible. This WWF report makes explicit how luxury companies can,
should, and hopefully will, develop and leverage their globally responsible behaviour

to enhance their brand image. Tomorrow, they will have no choice.”
Henri-Claude de Bettignies, Emeritus Professor, INSEAD, and Distinguished Professor of Leadership and Responsibility,

CEIBS (Shanghai)

“WWF’s report, Deeper Luxury, demonstrates that a quality product must involve a
quality value chain, where everyone in that chain benefits and their environment is
sustained. Bendell and Kleanthous’s analysis should be welcomed as an important

contribution to the strategic planning of all high-end brands and their suppliers.”
Pierre Simoncelli, Managing Director of Sustainable Development, L'Oreal

“There is nothing luxury about sweatshops. ‘Deeper Luxury’ highlights how luxury
brands need to excel in how they treat their workers and local communities, just as
they excel in design, quality and marketing. Only when they can demonstrate this
will they be seen as a potential ally for social development, rather than merely a

symptom - or even symbol - of inequalities worldwide.”
Barry Coates, Oxfam, New Zealand
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