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School of Management, Ming Chuan University

2022 Business Ethics Case Competition Preliminary Round

Fashion industry is the second largest source of pollution. The waste, polluted water, CO2
generated in the process of production and transportation, as well as unsold and thrown away

used clothing and shoes all lead to severe contamination of planet earth.

Lirun Shoes was established in 2000. The founder John started the company with protecting
the environment and creating a sustainable supply chain as its core value. Lirun’s main products
are sneakers targeting at young consumers between 15 and 35. The shoes use completely
natural materials from south-east Asia, such as rubber from local planted trees, local grown
organic cotton for the canvas, and recycled plastic for other materials. Production is also done

locally with local labor.

In the past 20 years, Lirun Shoes has gained support from many celebrities who usually wear
their shoes going out and taking photos. This is free endorsement! Although Lirun’s market
share is not comparable to the major brands, it is quite known in some markets. It is THE shoe

brand that comes to consumers’ minds when people talk about sustainable shoes.

However, Lirun’s financial reports in the past years were not looking very promising. Due to
Covid, the cost of labor and logistics have gone up almost 30%. With the already 25% higher
natural material costs compared to synthetic chemical ones, Lirun has incurred a much higher cost.
Some other competitors, with their enormous marketing campaign, are pursuing profit by using
cheaper, more polluting materials; some even hire underaged workers to lower their costs.

Lirun’s market share has dropped from 6% to 4.8% according to the latest data.

John just had a board meeting today. Two major shareholders expressed their concerns.
After all, a company has to make money to survive, and be responsible to its shareholders. One
board member asked to reduce the use of natural materials and replace them with chemically
synthesized ones to reduce costs. Besides, the availability of natural materials is limiting the
production quantity. Another board member hopes to use chemical dyes for better color
processing and should lower the current cost by another 15%. “Consumers will not be able to tell
the difference” he says. They both asked John to respond to their propositions in the next

meeting in two weeks time.

1. What are the ethics issues?
2. Who are the stakeholders?

3. What would you do if you were John?



