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SOCIAL SUSTAINABILITY:
A NECESSARY FOUNDATION

The case of Loro Piana and vicuiia wool




Introduction

With growing awareness of the disconnect between business growth as an economic driver and
planetary health, what (Edwards, 2021) calls the “growth paradox” sustainable supply chain
management (SSCM) has become a priority for organizations (Fernando et al., 2022). However, social
sustainability, defined here as addressing human and social well-being through poverty alleviation,
human rights and employee welfare within and outside supply chain communities (Krause, Vachon and
Klassen, 2009; Lotfi, Walker and Rendon-Sanchez, 2021) is often secondary to environmental and
economic sustainability (Govindan, Shaw and Majumdar, 2021; Lotfi, Walker and Rendon-Sanchez,
2021). We forget that we are saving the planet for humans (Pagell and Wilhelm, 2025).

This paper will demonstrate Lotfi, Walker and Rendon-Sanchez’s (2021) statement that operating within
a safe environmental space for humanity will not be possible until supply chains overcome shortfalls in
social sustainability. To demonstrate this, we analyze Loro Piana’s (LP) supply chain, focusing on raw
materials sourcing of vicuiia wool in Peru.

Vicufia is a wild animal, largely found in the Peruvian Andes known for its soft coat once reserved for
Inca nobility (Encyclopedia Britannica Editors, no date). Due to poaching leading to their near extinction,
trading vicufia wool was outlawed until an international treaty brought back legal trade, dictating
income from the animal must benefit the Indigenous Andean peoples (Rochabrun, 2024a).
Conservation and policy efforts from the Peruvian government have been successful in removing vicuiia
from the endangered species list, signing an exclusive ten-year deal with LP in 1994 to purchase only
fibre sheared from live vicufia’s according to international regulations (Fernando et al., 2022). Despite
these positive results, the communities that sell to LP continue to live in poverty (Rochabrun, 2024a).
Per Rochabrun (2024), 41% of the village of Lucanas, a key supplier for LP live on less than $91 a month.

We begin by describing LP’s business and supply chain, moving on to analyze social sustainability within
a portion of the supply chain using the Donut Model Framework (Donut Economics Action Lab (DEAL),
no date) (Figure 1). This framework visually depicts the “safe space”

for humanity to operate, beginning with a solid social foundation

where human needs are met (e.g. food and shelter) within the Change

planet’s ecological means (DEAL, no date). This analysis
demonstrates how the lack of a solid social foundation within the
supply chain is increasing long-term business risks for LP in sourcing
vicufia wool.
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Utilizing the 4P Matrix of Corporate sustainability (CS) (van
Marrewijk and Werre, 2003) we illustrate that LP’s operating
environment is changing due to a shaky social foundation,
demonstrating the validity of Lotfi, Walker and Rendon-Sanchez’s
(2021) statement. We argue LP’s commitment to CS needs to Ot s;;;:hdﬁ;“’
change in response to these circumstances to mitigate risks.
Recommendations for LP are made to improve social CS
commitment in line with changing circumstances.
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Figure 1: DEAL, no date



Business and Supply Chain

LP started as a textile producer and transitioned to a luxury brand under the Piana brothers in the
1990’s (Crompton, 2021; Arnault and Amiri, 2024). LP’s business strategy focuses on sourcing rare
fabrics, offering exclusivity through ultra-luxury garments made of rare material such as premium
cashmere and vicufia (LVMH, no date; Crompton, 2021). Vicufia is one of the most expensive fabrics in
the world (Jimison, 2024), with jackets made of vicufia costing up to $33,000 (Rochabrun, 2024b).

LP gained a reputation as a unique luxury brand, having a vertically integrated business model due to
community relationships, specialized machinery and craftmanship required for the materials they work
with (Crompton, 2021; Arnault and Amiri, 2024). The 1994 agreement with the Peruvian government
allowed LP to work closely and exclusively with Andean communities, creating an oligopsony market for
vicufia. LP remains the main vicufia buyer, giving them control over prices (Kasterine and Lichtenstein,
2018). These factors propelled their business success and maintained a competitive advantage
(Crompton, 2021; Arnault and Amiri, 2024).

Vicuias are located in isolated regions in Peru. People living in these regions often have little access to
basic needs that make up the social foundation of the Donut Model, such as water, sewer systems and
electricity (Lisung, 2008). Communities participating in legal vicufia trade must be part of an organization
that coordinates those involved with vicufias management to prioritize species protection. Communities
fulfill this responsibility through designating villagers to aid in vicufia population management including
monitoring population, tagging animals etc. This strategy was meant to protect the species while lifting
the communities out of poverty (Lisung, 2008).

Supply Chain

The LP supply for vicuia garments is depicted below (Figure 2). Several reports have recently shed light
on social supply chain issues for LP, including labour issues in Italian factories and poverty in Peruvian
communities that source vicufia fibre (Rochabrun, 2024a; Baumann-Pauly, Anderson and Siers, 2025).
Although prices for LP clothing keep rising, the people of Lucanas remain in poverty (Rochabrun, 2024a).

Despite multiple social supply chain issues, the scope of this analysis will focus on production, primary
processing and trade in the vulnerable communities that source vicufia in Peru.

Production Primary Trade Transport Conversion Manufacture Shipping Retail Product end
of life

* Disposal

* Capture and Processmg * LP purchase fibre * Fibre shipped to * Processing fibre * Garmet * To retailers * Consumer
shearing Italy into yarn and production purchase

 Cleaning, packing, fabric
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Figure 2, adapted from: Kasterine & Lichtenstein, 2018, p.11



Production and Primary Processing

Production begins with villagers participating in herding vicufia, putting up miles of fencing to move the
animals towards a funnel to capture them for shearing, which is a physically difficult process completed
at high altitudes (Rochabrun, 2024b). Due to the minimal amount received for the fiber, community
members participating will be lucky to receive $21, if anything for this process (Rochabrun, 2024b).
Income and work, meaning decent work for a proper income (Lotfi, Walker and Rendon-Sanchez, 2021)
are within the social foundations of the Donut Model. This is not achieved when local workers are
unable to be paid for their participation in the process.

Subsequently, fibre is sorted into categories based on quality (Kasterine and Lichtenstein, 2018;
Rochabrun, 2024a). Fibre can be sold as dirty, pre-cleaned or clean. Cleaner fibre fetches a higher price,
therefore most fibre is pre-cleaned by female workers women who manually clean it after sorting
(Kasterine and Lichtenstein, 2018). Often working environments could provide more health and safety
precautions such as masks and protective gear from the dust and debris of cleaning the wild animal fibre
(Lisung, 2008). The above does not describe a work environment committed to the health component
within the Donut Model.

Trade

Managing the vicufia population can include fence building and/or paying guards to protect from wildlife
and poachers (De Roy, 2002). Many communities, due to poverty, can’t afford to invest the upfront
capital to develop an annual plan for vicufia fibre (Lisung et al., 2008, p.39).

Even when communities do invest the capital, the monopoly on pricing LP holds keeps prices low and
communities continue to live in poverty (De Roy, 2002; Rochabrun, 2024a), reducing the ability to make
a proper income. Most homes do not have plumbing and are made of mud (Rochabrun, 2024a), creating
a social foundation gap for health. Poverty puts communities at risk of not having enough food,
education or equal access to opportunities (social equity) which all contribute to fulfilling the Donut
Model social foundation.

Although LP’s prices keep rising, the rate paid to the people of Lucanas for vicufia raw materials has
fallen by 36% (Rochabrun, 2024a). It continues to fall due to the government’s change in mandate,
allowing LP to purchase land and shear vicuiia without benefitting Andean communities (Rochabrun,
2024a). This further exacerbates the ability of the community to escape poverty. Additionally, when
wool is sold to LP, the community receives 2-6% of the of the final price of a garment (Kasterine and
Lichtenstein, 2018). This is a low percentage compared to other fabrics like cotton, for which raw
materials make up 15% of a final garment price (lbanez and Townsend, 2015). By continuing to drive
down the price of vicuiia wool, LP is working against creating a solid social foundation by creating a
situation that keeps communities in poverty.

Business Case

Van Marrewijk and Werre (2003) developed the 4P Matrix of Corporate Sustainability (CS). This model
has six progressing levels of CS, emphasizing that the level or CS which is essentially the organizational
commitment to sustainability, varies with operating circumstances that create motivation to move
throughout the levels (Table 1).



Table 1, adapted from van Marrewijk and Werre, 2003, p.113.

Level Definition

Pre-CS No ambition for CS

Compliance-Driven Following regulations

Profit-Driven CS is integrated into business decisions if initiatives help the
bottom line.

Caring Balances economic, social and environmental considerations as

equally important business impact considerations. Stakeholders
are consulted in decisions. Personal management values often
shape this level.

Synergistic Creating value in social, economic and ecological business
decisions. Decisions are made considering long-term impacts and
win-win value creation with stakeholders. Management views
social, economic and ecological considerations as inevitable to
business.

Holistic Decisions aim to contribute to betterment of life and environment
with the view that all things are interconnected.

LP’s actions to preserve the vicuiia, touting their environmental commitments while increasingly leaving
behind the communities that helped propel their business points towards profit-driven CS.

However, with communities continuing to live in poverty and receiving such a small amount of the final
purchase price of luxury garments, poaching is on the rise (Nuwer, 2015). As the problem continues, this
could pose significant endogenous risks to LP. Risks include international policy risk of limiting legal fiber
trade in the long-term and consumer demand, as social issues top consumer concerns when purchasing
luxury goods (Jaegler and Goessling, 2020). With supply chain issues for LP rising in visibility (Jimison,
2024), reduced sales may result from reputational risk. Per Slack, Brandon-Jones and Johnson (2016) the
end consumer must ultimately be satisfied.

These changing operating circumstances will require a shift towards synergistic CS, as without adequate
compensation and treatment of workers in Andean communities, long-term business risks to LP’s prized
fabric will rise. Van Marrewijk and Werre (2003) indicate that unexpected externalities such as those
resulting from poaching can motivate a company to move into the synergistic level of CS.

The above exemplifies Lotfi, Walker and Rendon-Sanchez’s (2021, p.11) comment “until supply chains
are successful in overcoming shortfalls across all elements of the social foundation, moving to the next
layer of the doughnut framework is impossible.”

Recommendations

Within synergistic CS, stakeholder interests are considered in business decisions, creating strategic
partnerships for win-win situations (van Marrewijk and Werre, 2003). Executive sponsorship of
sustainability initiatives is a key driver of action (Hermano and Martin-Cruz, 2016). Therefore, it is
recommended to add specific incentive measures relating to betterment of the Andean communities to
executive pay within LP. These measures will then cascade throughout the organization. Incentives to



create win-win situations can include long-term commitments to fair compensation, profit sharing with
Andean communities and community development initiatives.

For example, LP should commit to align total annual compensation for the community pertaining to
vicufia wool garments with estimated standard industry percentages of final garment costs that raw
fibre makes up.

In addition, introducing a profit-sharing plan where a percentage of profits can be earmarked for
Andean community development projects to meet basic needs currently lacking such as water, sewage
systems and electricity projects. LP could partner with social enterprise organizations like Bechtel.org,
which delivers infrastructure projects to underserved communities including the Peruvian Andes
(Bechtel, no date; Schmidt and Case, 2023).

To prevent target manipulation, governance measures must be added for tracking these types of
projects at the executive level (Li and Thibodeau, 2019). As a public company LVMH, parent company of
LP, already has an independent board compensation committee in place to monitor performance which
can be utilized for these initiatives (MarketScreener, no date).

The above will significantly increase community compensation and satisfaction, increasing the
motivation for communities to continue protecting the species from poaching.

Conclusion

With the growing disconnect between business growth as an economic driver and planetary health
(Edwards, 2021), this paper demonstrated Lotfi, Walker and Rendon-Sanchez’s (2021) point that
achieving a social foundation per the Donut Model is essential before moving into operating withing the
safe space for humanity.

This was demonstrated by highlighting the prioritization of environmental issues in SSCM and examining
increasing business risks withing LP’s supply chain pertaining to raw materials sourcing of vicufia wool in
Peru that are manifesting from a lacking commitment to social foundations.

Recommendations to mitigate these risks were made by considering the level of CS LP currently
operates at while considering that level is insufficient for the rising complexities in their vicufia wool
supply chain.

By focusing on social performance through executive target setting, LP can mitigate these future risks.

In conclusion, this paper has demonstrated a clear business case for improving social performance and
business risks that accompany ignoring it.
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