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Industry Revenue Generation

Most companies in the sustainable footwear
industry mainly generate revenue through product
sales. Many companies will use direct-to-consumer
sales mainly through retail outlets and digital platforms,
but some will also sell through independent
distributors, licensees, and sales representatives.
Not only do sustainable footwear industry
companies sell footwear, but some companies
will also branch off  into apparel, equipment, and
accessories products to be complementary goods
with their footwear products. As an example, the
charts below describe Nike’s divisional revenues for
their fiscal 2021 fourth quarter and full year ending
on May 31st, 2021. This describes the distribution
of  sales across product types and regions of   large
footwear companies.  Revenue from footwear
accounts for over 67% of  Nike’s total revenue in the
North American region.

Major Company Costs in the Industry
A lot of  the fixed costs companies face are from

their equipment, insurance, and factory (rent) costs. More
marginal costs come from wages, materials, shipping,
packaging, equipment maintenance, and administrative
costs such as management and marketing expenses.

A general cost distribution of  the costs included to
make Nike’s Air Force 1’s are included below:

https://weartesters.com/cost-breakdown-100-nike-sneaker/


Costing/Pricing

Per Shoe Cost

$25.00 Factory FOB Cost

$1.00 Sea Freight and Insurance

$2.50 Duty (say 10% of  FOB Cost)

$28.50 Landed Cost (57% of  Revenue)

$15.00

$2.00

$4.50

$21.50 Mark-up (43% of  Revenue)

$50.00 Wholesale Price

$50.00 Retail Mark-up (100% of  Revenue)

$100.00 Suggested Retail



In order to differentiate products from other companies, many sustainable footwear
businesses will also spend a significant portion into marketing. For example, in 2016, when Allbirds
was still an early startup and not publicly traded yet, the company spent 20% of  their initial budget
(about $400-500K) on marketing and PR campaigns to promote the comfortability of  their shoes.
Larger companies like Nike will spend even more money on marketing, with Nike spending over
$3.7 billion in marketing costs in 2020.

In addition to these direct costs, more indirect costs can also come from impacts on the raw
materials required to produce these products. For example, if  a sustainable footwear company uses
corn husks as a part of  the fiber in their shoes, a drought that decreases corn production could make
it more expensive for the footwear company to supply materials for its shoes. Finally,
macroeconomic trends such as inflation can also lead suppliers to increase prices to offset inflation,
making it more expensive for footwear companies to manufacture products.

Company Competitive Advantages
Companies mainly focus more on product differentiation and product development to gain

competitive advantages. For example, Thousand Fell coats their sneakers’ soft touch mesh sock liner
with aloe vera, which they claim is a natural and sustainable way to combat bacteria and keep
sneakers fresh. Their bio-leather is also made from recycled plastic bottles and is coated with a
bio-based resin made from corn waste. Another sustainable footwear brand, Munjoi, has an All-Dai
shoe that is innovative in the sense that it’s a sneaker that converts into a sandal and back again.The
All-Dai shoe is also almost made entirely from plant-based materials  (bloom foam [made from algae
waste], sugar cane, cotton, and hemp), and these materials are less environmentally harmful than
traditional rubber, plastic, polyester, and leather.

Incumbent Footwear Brands vs Impact-Centric Footwear Brands
While incumbent footwear companies like Nike have a better reputation with helping

consumers work towards their health and wellness goals through their performance-focused
products, these brands have to reverse-engineer sustainability into a system that does not historically
meet consumer sustainability requirements and expectations. According to Allbirds’ IPO filing,
because these brands are constrained by “synthetic, off-the-shelf  materials, entrenched supply chains,
and compressed margins via wholesale distribution,” it is comparably easier for impact-centric
companies to have a head start/advantage in the direct sourcing and innovating of  their materials
and products. Through vertical distribution strategies, companies like Allbirds “uniquely address
both (1) health and wellness and (2) sustainability, enabling consumers to perform their best while
also treading lighter on the planet.”

https://www.glossy.co/fashion/inside-allbirds-growth-strategy/
https://www.thousandfell.com/pages/materials#:~:text=Turned%20into%20leather%2Dlike%20uppers,resin%20made%20from%20corn%20waste.


Example of  Allbird’s Sustainable Material & Net-Carbon Advantage:



Because larger and more general footwear companies like Nike are also players in the
sustainable footwear industry, they mainly differentiate themselves through environmentally-focused
marketing strategies. Branding partnerships are also a significant way companies differentiate
themselves to customers, and paying celebrities to endorse their products attracts consumers and
builds long-term loyalties. For Nike, one of  their most notable branding partnerships was with Steve
Nash, a former All-Star guard for the Phoenix Suns, who has a  passion for environmental
awareness. Nash forged a partnership with Nike to create the Nike Trash Talk, the first performance
basketball shoe made from manufacturing waste. Even beyond shoe partnerships, Nike has created a
Talking Trash marketing campaign where climate scientists and celebrities like Billie Eilish talk about
climate change and what individuals can do to help. As mentioned before, because large incumbent
companies like Nike would have to reverse-engineer sustainability into products that previously were
not sustainability focused, constraints from supply chain issues incentivize Nike to focus on
sustainable marketing campaigns and branding partnerships as a competitive advantage instead.
These marketing strategies buy Nike more time to research and develop ways to re-construct their
supply chain and material sourcing to be more environmentally friendly.

Company Growth in the Industry
According to GrandViewResearch, key factors driving the industry’s growth come from the

rising worldwide consumer values of  buying ethical fashion and the improvements in material
processing technology.

Recently, market trends show that growth potential lies with male consumers and sales in the
Asia-Pacific region. Based on the end-user type, the sustainable footwear market is segmented into 3
sections for men, women, and children. Among this, men are estimated to be the fastest growing
end user type due to increasing popularity of  sustainable athletic footwear appeal and the increasing
number of  product launches within the sustainable footwear space for men. In addition, based on
region, Asia-Pacific is estimated to be the fastest growing market with China and India being major
growth propellers. This is due to several factors, such as increasing disposable income, rapid
urbanization, and inclination towards latest fashion trends, which focuses on sustainability.

For specific companies, growth potential could also come from better digital and physical
sales integration. According to Statista, 29.5% of total US e-commerce retail sales in 2020 came from
apparel, footwear, and accessories, and this number is predicted to increase to about 32.3% by 2024.
Based on a 2021 Appnovation consumer survey, about 80% of  consumers are also expecting or
hoping for better digital solutions for their customer experience, and companies are innovating to
prioritize this customer preference.

https://www.investopedia.com/articles/investing/030716/economics-behind-sneakers-nke-addyy.asp#:~:text=Nike%20and%20Adidas%20make%20some,robots%20instead%20of%20manual%20labor.
https://www.nike.com/a/sustainability-talking-trash-billie-eilish
https://www.grandviewresearch.com/industry-analysis/sustainable-footwear-market#:~:text=Key%20factors%20that%20are%20driving,advancements%20in%20material%20processing%20technology.
https://www.stratviewresearch.com/1214/sustainable-footwear-market.html
https://www.sec.gov/Archives/edgar/data/1653909/000162828021017824/allbirdss-1.htm#ib1df9298e23644a2a22972a8f1925ea1_410


How Impact Ties In
The sustainable footwear industry was worth $7.5B in 2019 with a CAGR of  5.8%

(2020-2027), and most of  the companies (save for someof  general footwear companies with
sustainable lines like Nike, Adidas, New Balance, etc.) can argue that they are inherently impactful
due to their focus on sustainable materials for all shoes.

However, many footwear companies still employ workers in countries with low restrictions
for work conditions, labor laws, and supplier transparency is not standardized across the industry.
This lack of  standardization makes labor disclosures vague, as companies can state that they work
with fair labor associations and operations, but almost all companies in this industry are vague with
the wages they pay factory workers, employee benefits offered, and more. Concerns of  sweatshops
and general worker benefits across the supply chain are also important impact categories within the
footwear industry. Focusing more on labor practices and governance structures for sustainable
footwear companies can make them even more impact-positive.

  Recently, sustainable footwear companies are also under scrutiny for misleading
sustainability-focused advertising. In 2021, Allbirds was under a lawsuit for misrepresenting their
products’ carbon footprint by failing to account for the full impact of  their materials. Specifically,
the plaintiff alleges that Allbirds’ life cycle assessment tool “does not assess the environmental
impact beyond the manufacturing of  the shoes, themselves, such as the impact of   wool production,
including on water, eutrophication, or land occupation,” and thus, excludes almost half  of  the wool’s
carbon footprint from Allbirds’ calculations.  The plaintiff  also claims that the carbon footprint
figures are based on “the most conservative assumption for each calculation, skewing the
calculations in its own favor, so it can make more significant environmental claims.”

With these in mind, although most sustainable footwear companies and shoes are a positive
step up from previous, general footwear industry trends, there is still much work to be done.

https://www.grandviewresearch.com/industry-analysis/sustainable-footwear-market
https://www.grandviewresearch.com/industry-analysis/sustainable-footwear-market
https://www.thefashionlaw.com/allbirds-is-the-latest-brand-facing-a-lawsuit-over-its-sustainability-centric-advertising/

