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Executive Summary  

Summary 

• Starting Running: Where should Nike move its production? 
 
• Keep Running:  Recommend ways that Nike could implement traceability 
of its supply chain for collegiate apparel. 
 
• Sprinting: How should Nike build consumer awareness of its commitment 
to sustainability and improved labor practices? 

Key issues:  

 
 

• Nicaragua  India  Vietnam   
• “UP UP” Strategy             Union power by cooperating with H&M 
                                              Process tracing map by developing the App ’Traveler’ 
                                              Utilization of used clothing 
                                              Play the game for yourself and people in need 

Recommendations:  

NPV IN 5 YEARS:   $7.05B 
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Start Running  

Identify three  
countries 

Start Running 

Sprinting 

“UP” Strategy- 
consumer awareness 

Keep Running 

“UP” Strategy- 
Implement traceability  
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China Facing Challenges from SE Asia 

Source: The World Bank 
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Regions- Selected Countries 
Regions  Countries  

East Asia China, Korea 

South Asia India, Pakistan, Bangladesh, Sri Lanka 

ASEAN Indonesia, Philippines, Thailand, Malaysia, Vietnam, 
Cambodia 

Mexico Mexico 

CBERA Costa Rica, Dominican Republic, El Salvador, Guatemala, 
Honduras, Nicaragua, Haiti, Jamaica 

ANDEAN Colombia, Peru, Bolivia, Ecuador 

Turkey Turkey 

Egypt Egypt 

Israel & Jordan Israel & Jordan 

SUB-SAHARAN 
Africa 

Kenya, Lesotho, Madagascar, Mauritius, South Africa 

Source: O
TEX

A
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Criteria for Selecting Supplying Countries 

  Filters to meet with the sustainability requirements of Nike 

Political stability Labor wage & 
Price 

Volume & 
Compliance 

Corruption  
Government 
effectiveness 
Protests 

GNI per capital 
Inflation  

Export volume 
of apparel to U.S. 
Government 
support 

Along with other indicators to eliminate unqualified countries, we focus on 
those who have sustainability and potential to meet with our CI standards. 
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Start Running 

Selecting Supplying Countries 
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Start Running 

Selecting supplying countries 
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Pros and Cons of Selected Countries 
Pros Cons 

Cotton production 
Low labor wages 
Stable politic environment 

Server water pollution 
Infrastructure drawbacks 

Government compliance 
Booming textile industry 
Stable economy 

 

•Poor economy 
•Low complexity equipment 
 

High productivity rates 
Competitive labor costs 
Government investment 

Poor economy 
Low contingency ability 

India 

Vietnam  

Nicaragua 
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Start Running  

Identify three  
countries 

Start Running 

Sprinting 

“UP” strategy- 
consumer awareness 

Keep Running 

“UP” strategy- 
implement traceability  
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Recommendation 

“UP ”Strategy 
For Traceability 

Process tracing map 

Union tracing power   
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Traceability for Nike 

Evaluating  Nike’s tracing implementation options 

Nike requires suppliers to 
carry out the tracing 

implementation by itself  
 

Individual tracing 
power 

Nike cooperates with H&M 
to develop the power over 
the supply chain tracing 

implementation  

Union tracing  
power 

No Yes 

• Free to design to the implementation 
• Hard to manage 
• The situation may be nationwide  
• Heavy lifting 
 

• Apparel companies are sharing suppliers 
• Nike has already had some connections 
with H&M 
• H&M has done successfully in  
sustainability process.  
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Traceability for Customers 

 
 Process Tracing Map 

India  

Keep Running  

Traveler 
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Traceability for Customers 
This is where your clothing comes from! 

Keep Running  14 



 
 
 
 
 
 
 
 

Start Running  

Identify three  
countries 

Sprinting  

Sprinting 

“UP” strategy- 
consumer awareness 

Keep Running 

“UP” strategy- 
implement traceability  

15 



“UP ”Strategy 
for Consumer Awareness 
 

Play the game for 
yourself and people in 
need 

Utilization of used 
clothing   

Sprinting  

Recommendation 
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Utilization of Used Clothing   

10,000-30,000 
liters of water 

Additional CO2 

emissions of 3.6 kg 

5 to 10 percent of these quantities are used or produced! 

Sprinting  

Source: I:CO 

Reuse Recycle Energy 
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Utilization of Used Clothing  

10% off 

•Maintain sustainability 
•Care for next generation 
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Traveler: Play the Game 

Bingo！ 
Get 1 credit & & 1 
cent bonus for our 
workers in India 

 

India 

Get 1 credit for 
gift exchange  

& 1 cent bonus 
for our workers 

in India 

Show concern about the labor practice and take action on it 
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Implementation  

HR Department 

Immediate(1Y-2Y) 
-shift supply chain 
-conbine supply 
chain innovation 
with Marketing & 
branding 
 

Middle-term(3Y-5Y) 
-develop well& low 
cost& 3P Program 

CSI 

Further Growth 
-achieve the Double 
UP expectation 

Implementation  20 



Implementation- Supply Chain Shifting 

Shift  

218  
factories  

40% 
 to 
India 

30% 
 to 
Vietnem 

30% 
 to 
Nicaragua 

SAVE:49.5% 
 ($230046000) 
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The 3P program will be operational by mid-2015 
Initative 2014 2015 2016 2017 2018 

Supply Chain 
 

(Transferring) 

Supply Chain 
  

(Developing) 

Location 
Evaluation 

Suppliers  
Evaluation 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

Roll out program 

Probation  
period 

New suppliers expansion 

Implementation Timeline 

Q 

Q 

Q 

Q 2Y 

2Y 
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The Double UP program will be operational by mid-2014 
Initative 2014 2015 2016 2017 2018 

UP1 Program 
 

(Traceability) 

 
 

UP2 Program 
 

(Marketing) 
 

Develop 
gamification 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

Roll out program 

Marketing 

Combine with loyality rewards 

Seek 
 corparation 

Establish recycle 
program 

Social ativities engagement 

Implementation Timeline 

Corparation 
W/ H&M.ICO 

Improve & Marketing gamification 

Implementation  

Develop 
APPs 
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Financial Metrics 
Assumption 

-Timing-benefits begin in 
2014 and ramp up over time 
-Conservative -case studies 
make success likely ;however, 
base case is average 
-Expenses- Staff and SG&A 
expenses could increase  
significantly 
-Revenues -low case can lose 
ARPU and customer growth 
-Discount Rate-12%; due to 
low cost of debt  and high 
leverage 

Case-by-case analysis shows that the “UP UP” strategy have great fiancial 
performance 

UP 1 low base high 

ROI 80% 100% 145% 

NPV $7.05B 

Profit 
margin 42% 43% 46.25% 

Financial Evaluation  

NPV in 5 Years:  $7.05B 
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Financial Evaluation 

Net revenue Gross margins 
 

2007-2013 CAGR 
 7.74% 

 

CAGR 9.87% 

5 Y 
58% 

7% 7.74% 
9.87% 

Stable Regular Potential 

Total Revenue 
:in millions 

5 Y 
46.25% 

8.87% 
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Risks Mitigation Contingency 
1 

4 

2 

3 

Target suppliers can not  
achieve the expectation 

Flexible short-term 
 contract 

Save partical order in  
past supply 

Corporation with I.CO 
can not be achieved 

Aleady from potential 
 parters list 

Contract with a backup 
 NGO 

Low involvment rates  
in marketing &traceability 

Replicate relevant  
events&activities and  

add incentive 

Engage public to  
 generate ideas for events  

through social media 

Corporation with H&M 
can not be achieved 

Seek other partners: 
eg:Local government Unite with other parters 

Risks Mitigation 

Risks Mitigation 26 



Thank you! 

Team Phoenix：Herd Hu 
                           Eva Wang 
                           Stella Cai 
                           Cindy Zou 
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China Facing Challenges from SE Asia 

Source: The World Bank 
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Criteria for Selecting Countries 
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Import of Textile and Apparel by Country 
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Criteria: Cotton Production 

Cost saving on raw material and easy transportation. 
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Regions- Selected Countries 
Regions  Countries  

East Asia China, Korea 

South Asia India, Pakistan, Bangladesh, Sri Lanka 

ASEAN Indonesia, Philippines, Thailand, Malaysia, Vietnam, 
Cambodia 

Mexico Mexico 

CBERA Costa Rica, Dominican Republic, El Salvador, Guatemala, 
Honduras, Nicaragua, Haiti, Jamaica 

ANDEAN Colombia, Peru, Bolivia, Ecuador 

Turkey Turkey 

Egypt Egypt 

Israel & Jordan Israel & Jordan 

SUB-SAHARAN 
Africa 

Kenya, Lesotho, Madagascar, Mauritius, South Africa 

Source: O
TEX

A
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Criterion 1: Political Stability 
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Criterion 1: Political Stability 

 Po
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Source: Failed 
States Index 
2013, FFP 

Unqualified 
countries list. 
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Indicators Specifications 

Source: Failed States Index 2013, 
FFP 

Political stability: 40% state 
legitimacy+30% Security 
Apparatus+30% Human Rights 
and Rule of Law 
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Criterion 2:High Inflation Countries 

Source: The World Bank, 2012; Indicator: Inflation, GDP deflator (annual %) 
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Why not Bangladesh? 

1.85966087 1.585394615 

3.195375137 

4.527629598 4.240428765 

5.074714915 5.172373514 

6.786450298 

8.789101226 

6.520954326 6.473622698 

7.531911447 

8.480114675 

1 2 3 4 5 6 7 8 9 10 11 12 13

Inflation, GDP deflator (annual %)Bangladesh 
Bangladesh

1.Low awareness of sustainability; 
2.Dismiss human right of labor; 
3.Price(cost) is expected to raise in the future. 

39 



Competitive Price of Cotton in India 
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Old and Emerging Players: The Global Landscape 
 

The World Bank has identified four basic types of apparel exporting countries in 
the world, with the largest share of production occurring in Asia: 
 
Steady Growth Suppliers: China, Bangladesh, India, Vietnam, and Cambodia 
(Pakistan and Egypt can also be included on this list, but with smaller market 
shares) 
 
Split Market Suppliers: Indonesia (which is increasing its market share in the 
US and Japan, and decreasing its share in the EU), Sri Lanka (which is 
increasing its market share in the EU and decreasing in the US) 
 

41 
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Old and Emerging Players: The Global Landscape 
 

MFA-era Suppliers*: Canada, Mexico, the Central America Free Trade 
Agreement, (commonly known as DR-CAFTA, a free trade agreement 
including the US and the Central American countries of Costa Rica, El 
Salvador, Guatemala, Honduras, Dominican Republic and Nicaragua), EU-12, 
Tunisia, Morocco and Thailand (all of which have all registered sharp declines 
in textile and apparel exports after the MFA quotas were abolished in 2005) 

 
Past-prime Suppliers: Hong Kong, South Korea, Malaysia and other 
countries with decreasing market shares since the 1990s such as the 
Philippines and Singapore 
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GNI per capital 
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GNI per capital 
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GNI per capital 
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GNI per capital 

Source: The World Bank, 2012 
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Top 10 Apparel Exporters 

1.China ($153B) 
2.Hong Kong ($24.5B) 
3.Italy ($23.2B) 
4.Bangladesh ($20B) 
5.Germany ($19.6B) 
6.India ($14.4B) 
7.Turkey ($14B) 
8.Vietnam ($13.1B) 
9.France ($11B) 
10.Spain ($9.3B) 
 
Source: World Trade Organization, 2013 
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Remaining Countries after Elimination 

BACK 

South Asia: India, Sri Lanka 
ASEAN: Vietnam, Indonesia, Thailand, Cambodia, Philippines 
CBERA: El Salvador, Guatemala, Honduras, Nicaragua, Jamaica 
ANDEAN: Colombia, Peru, Bolivia, Ecuador 
Jordan: Jordan 
SUB-SAHARAN Africa: Lesotho, Mauritius, South Africa 

Filters: cotton production, whether is close to countries that produce 
raw material, government compliance(according to news) 

Vietnam, India, Nicaragua(Primary choices, for some of the countries 
lack of government compliance) 
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Potential Supplying Corporate in Vietnam 

The Vietnam National Textile and Garment Group, or Vinatex, is Vietnam’s 
largest textile and apparel corporation, accounting for 40% of apparel production 
and 60% of textile production.68 In 2010, it shipped 18.75% of Vietnam’s total 
textile and garment exports. 
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FLA Participating Companies 
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FLA Participating Companies 
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H&M Sustainability Practice 
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H&M Sustainability Practice 

Source: H&M Conscious*Action Sustainability Report 2010  
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H&M Sustainability Practice 

Source: H&M Conscious*Action Sustainability Report 2010  54 



H&M Sustainability Practice 

Source: H&M Conscious*Action Sustainability Report 2010  
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All American Clothing Co.  

Every pair of jeans has a story:  
Traceability is all about the truth of where your jeans come from and 
offers some recognition to the hard working Americans who are 
involved in making your jeans. We are one of the first jean 
companies in the world that can trace your jean all the way back to 
the American farmers who grew the cotton used in your jean. 
 
Each jean comes with a 'Certificate of Authenticity' that includes a 
traceability number. Enter the traceability number on our website and 
we will tell you exactly which farmers and mill were involved in 
producing your jean! 
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All American Clothing Co.  

1 
 

• .Meet the Farmers 
• This is Where Your Jeans Were Born. 

 

2 
• The Mill 
• Here Is Where We Turn the Cotton Into Denim 

3 
• Cut & Sew 
• Here is Where We Turn the Denim into Jeans 

4 
• All American Clothing Co 
• Here is where we design, warehouse and ship the jeans. 
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All American Clothing Co.  
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IBM Omni Consumer Analysis  
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Traceability for Customers 

“Omni Consumer” 
• Omniscient: informed, aware and concerned about 
products 
• Omnipotent: has power and capability to tune messages 
in or out 
• Omnipresent: purchases products through an ever 
growing, changing number of channels 
• Omnivorous: consumes wider range of products than 
ever 
• Omnifarious: doesn’t fit in neat boxes or descriptions 

Profile of college students-Why the APP works? 

Suppliers 
• Are growers paid fairly? 
• Is harvesting sustainability? 
• Who certifies operation?  

Product and packaging  
• Does it contain excess chemical? 
• Is it recyclable?  

Nike 
• Is management responsible? 
• Do actions match message? 
• What do NGOs say?  
• What products info. is available 

Source：IBM Institute for Business Value 
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Top-25 Apparel Licensees for 2012-13 
 

(1.) NIKE USA Inc.  

(2.) Knights Apparel Inc.  

(3.) Gear for Sports  

(4.) Sports Licensed Division of the adidas Group  

(5.) Top of the World  

(6.) Colosseum Athletics Corporation  

(7.) Outerstuff Ltd.  

(8.) Twins Enterprise Inc.  

(9.) College Concepts LLC 

(10.) VF Imagewear Inc (Section by Majestic)  

(11.) Haddad Brands.  

(12.) Russell Brands LLC  

(13.) J. America  

(14.) 5th & Ocean Clothing LLC  

(15.) MJ Soffe LLC  

(16.)JanSport division of VF Outdoor Inc.  

(17.) Lakeshirts Inc. dba Blue 84  

(18.) T-Shirt International Inc.  

(19.) New Era Cap Co. Inc  

(20.) Columbia Sportswear  

(21.)  New Agenda  

(22.) Tailgate Clothing Co. dba T-University  

(23.) New World Graphics  

(24.)Cutter & Buck)  

(25.) Zephyr Graf-X  

Source: The Collegiate Licensing Company (CLC) 
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College Student Spending Power 
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College Student - Share of Discretionary Spending 

36% 

15% 11% 
8% 

8% 

7% 

7% 
4% 4% 

Share of Discretionary Spending 
（US$ billions, in 2013 dollars) 

 Food
Automotive
Clothing and shoes
Cellphone/smartphone
Entertainment
Technology
Personal care products
Cosmetics
Others

Source: marketingcharts.com 

($117 billion in discretionary spending power) 
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The Top Sharing Channels 

The top sharing channels, in order of overall shares, were: 
1. Facebook; 
2. Twitter; 
3. Pinterest; 
4. LinkedIn;  
5. Reddit. 

Twitter (+43%) saw the fastest growth rate in Q1 sharing, with most activity 
by 31-35-year-olds; 
Sharing to Reddit (+25%) also grew quickly, with the heaviest activity in the 
18-30 age group; 
Sharing to Facebook (+14%) and LinkedIn (+12%) was led by older users 
(50+ and 41-50, respectively); and 
After rapid growth last year, sharing to Pinterest increased by only 5% in Q1. 

Source: MarketingCharts 
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 Majority of Content Sharing to Social 
Networks Now Occurs via Mobile 
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Reuse-a-Shoe 

BACK 

Nike takes worn out athletic shoes and grinds them down to create a new 
material called Nike Grind, which is used to make high-quality sports surfaces 
including courts, turf fields, tracks and more. 
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Assessment of Recycle Clothing by I:Co 

Source: www.21cbh.com 

Recycle Rewear 

Reuse Energy 

Rewear: clothing that is good enough 
for reuse will be sold 
Reuse: textiles that can easily be 
converted can find a second life as 
cleaning cloths 
Recycle: some clothes will be broken 
down and repurposed into new textile 
fabrics 
Energy: clothing that can not be 
reused or repurposed will be burned to 
create energy. 
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Process of Recycling Clothing by Nike 

 
 
 
 
 
 
 
 

1. Consumers package the old clothes 

 

2. Sent to the retail stores 

 

3. Nike collects clothes together 

4. Sort out used clothing 

5. Assessment and fabrication 

6. Sale the products to vintage clothing 
store or energy market  
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Company Profile of I:CO 

•The production of a T-shirt consumes between 10,000 
and 30,000 liters of water = additional CO2 emissions 
of 3.6 kg. 
•With a recycling process, only 5 to 10 percent of 
these quantities are used or produced! 

I:CO stands for "I collect"  
The world's largest and most senior textile recycling company 
I:Collect AG is part of the SOEX GROUP 
SOEX GROUP has more than 2,000 employees worldwide 
Processes around 700 tons of used items every day in more than 90 countries. 
 
 
 
 
 
 

I:CO trade partners 
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Other Textile Recycling Companies  

•Established in 2007 

•Local company 

•Local company in the western United States 

•Employs over 220 people 
•11 division offices 
•Collects unwanted textiles and resells 
them in the U.S. and abroad 
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Limitation of Playing Game  

One star stands one chance to play the game 

Once five stars are used   up, you need to wait for 5 minutes to get one more star 

Or you can ask your friends to give stars to you 

Every player gets 3 stars as a gift to other player 

The highest record for playing this game will be 50 times 

To shorten the frozen time, you need to pay fees 
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Current Gross Profit Margins 
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Current EBITDA 
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UP1- Ultilazation 

Ultilazation Plan 
Income item Total Amount Revenues(or 

donation) 
Note
s 

Target 
population 

Target 
ingagem
ent Rate 

Each 
dona
te 5 
units 

Forcast results 69583200 
unit(31562ton) 

$80,000  Refe
r to 
H&
M 
progr
am 

17,958,000(Jul
y 2014 
est.from 
Institute 
ofInternational
Education) 

8% 

Donation( 1kg=$0.0278,
1 click=$0.01) 

clothes:$87742
3.6 ; 
web:$14366.4 

$891,789.60  
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Financial Evaluation 

2007-2013 CAGR =(25313/16326)^(1/6)-1= 7.74% 
2013-2018 CAGR: Stable: 7.74% 
                               Regular: 8.7% 
                               Protential:9.87% 
5 Y Net Revenue: 
5 Y Gross Margins: 

Source: NIKE INC. ANNUAL REPORT 2008-2013 
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H&M LCA Methodology Impact Evaluation 
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UP1 Marketing  

Nike Apparel Market Share Forecast 
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Nike Inc., PRAT model 

Average May 31, 
2013 

May 31, 
2012 

May 31, 
2011 

May 31, 
2010 

May 31, 
2009 

May 31, 
2008 

Selected Financial Data (USD $ in millions) 
Dividends on common stock 727 639 569 515 475 433 
Net income 2,485 2,223 2,133 1,907 1,487 1,883 
Revenues 25,313 24,128 20,862 19,014 19,176 18,627 
Total assets 17,584 15,465 14,998 14,419 13,250 12,443 
Total shareholders' equity 11,156 10,381 9,843 9,754 8,693 7,825 
Ratios 
Retention rate 0.71 0.71 0.73 0.73 0.68 0.77 
Profit margin 9.82% 9.21% 10.22% 10.03% 7.75% 10.11% 
Asset turnover 1.44 1.56 1.39 1.32 1.45 1.50 
Financial leverage 1.58 1.49 1.52 1.48 1.52 1.59 
Averages 
Retention rate 0.72 
Profit margin 9.88% 
Asset turnover 1.44 
Financial leverage 1.53 

Dividend growth rate 15.75% 

Source: www.stock-analysis-on.net 
Copyright © 2014 Stock Analysis on Net 

Financial Data 
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3P Program  

Nike Inc., required rate of return 

Assumptions 

Rate of return on LT Treasury Composite 3.24% 
Expected rate of return on market portfolio 13.31% 
Systematic risk (β) of Nike's common stock 1.01 

Required rate of return on Nike's common stock 13.44% 

Source: www.stock-analysis-on.net 

Copyright © 2014 Stock Analysis on Net 

79 



Nike Inc., dividends per 
share (DPS) forecast 

Year Value DPS(t) or TV(t) Present value 
at 13.44% 

0 DPS(0) 0.81 

1 DPS(1) 0.94 0.83 
2 DPS(2) 1.08 0.84 
3 DPS(3) 1.23 0.84 
4 DPS(4) 1.39 0.84 
5 DPS(5) 1.56 0.83 
5 TV(5) 139.25 74.13 
Intrinsic value of Nike's common stock (per share) 

Current share price 

Source: www.stock-
analysis-on.net 
Copyright © 2014 Stock 
Analysis on Net 

DPS & PV 
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UP1 Marketing  
Nike Inc., H-model 

Year Value g(t) 
1 g(1) 15.75% 
2 g(2) 14.86% 
3 g(3) 13.97% 
4 g(4) 13.08% 
5 and thereafter g(5) 12.19% 

Source: www.stock-analysis-
on.net 

Copyright © 2014 Stock Analysis 
on Net 
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Collegiate Licensing Ranking  
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TOP  75 University Collegiate Licensing  
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Collegiate Licensing Ranking  
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TOP1- TEXAS 
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TOP2- Alabama 
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TOP3- Notre Dame 
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TOP4- Michigen 
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TOP5- Kentucky 
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Collegiate Licensing  Current Costs 
Advanced Fees Royalty Rate 

Category A: $0  
Category B: $2500  
Category C: $2500   

Royalty Rate: 12%  
 
 

Category A: $500  
Category B: $300  
Category C: $200 

Royalty Rate: 10%  
 

Category A: $0  
Category B: $1000  
Category C: $1000  

Royalty Rate: 0%  
 

Category A: $1000  
Category B: $500  
Category C: $500  

Royalty Rate: 12%  

Category A: $1000  
Category B: $500  
Category C: $300  

Royalty Rate: 12%  
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Countries Labor 
Wages/year 

GNI per 
capita, 
PPP 
(current 
internati
onal $) 

China $9,040  

Nicaragua $3,890  

Vietnam $3,620  

India $3,820  

Costs Saves after the SC Shift 
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Labor Costs Saved after the SC Shift 
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Nike Current Market Share 
 in US Collegiate Apparel Market 

Nike has 68 percent of the collegiate licensed apparel business, 
up from 46 percent just two years ago. 
 
source:  sportonesource 

Apparel sales account for approximately 65% of the total retail market for  
collegiate licensed merchandise, which was estimated at $4.62 billion in 2012.  
CLC partner institutions represent nearly 80% of total retail sales.  
Royalties from licensed merchandise sales go back to the institutions to  
fund scholarships and other valuable campus programs. 
 
source:   CLC COLLEGIATE LICENSING COMPANY 

 US 2013 collegiate licensing total revenue: $4.62billion 
 apparel part revenue in total revenue: 65%($3.003billion) 
 Nike Current market share in apparel part:68%($2.04204) 
 2 year CAGR (2010-1013)=($2/2*46%)^(1/3)-1=0.292  (29.2%） 
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Impact Evaluation  

People 

Profitability Planet 

94 



Forcast  Profit Margins & NPV 
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