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Abstract

Deckers Outdoor Corporation seeks to improve itstjpm as an environmental leader in the footwear
industry. After examination of its supply chaihetenvironmental impacts of manufacturing factitie
China have been identified as an opportunity fgermmement. Because Deckers does not own these
facilities, any desired improvements to reducertbevironmental impacts must be leveraged through
education, incentive programs, contractual arramges) or collective pressure from all the contragti
companies. In conjunction with the Donald Bren@&gtof Environmental Science and Management, an
internal business plan will be developed to anatiieepossible financial benefits to Deckers fotidting
improvement in the environmental performance ofdaes. An audit of the current environmental
impacts and practices of select facilities willni® completed. Based on this information, it
determined what changes can be made in shoe proddgatilities and recommendations will be made
that target three levels of cost—fast, inexpenshanges; more involved, retrofitting solutions; auedv
construction. In addition, through examinatiorDefckers’ consumer data, it will be decided how to
communicate these efforts to Deckers’ customeisallly, work will be completed to conceptualize a
consistent environmental language for Deckers tpl@yrinternally and recommendations will be
provided to ensure that this language is adoptéuimthe company.
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Executive Summary

Many product-producing U.S. companies are takiegsto lessen the environmental impact of their
supply chain and business processes as public aesr@nd concern about environmental degradation
grows. As one of these companies, Deckers Out@oguoration is committed to promoting
environmental sustainability wherever it can ansueimg that its products are made as cleanly asildes
(Derby 2008b). They employ Ethical Supply Chaindalines, which include several environmental
expectations. Currently, Deckers is interestagrinmoting the greening of the manufacturing faeit
where their products are assembled, which will leglgpure that the expectations of their Ethical Supp
Chain Guidelines are met at the final state offtlodwear assembly lifecycle. This project will peze

an internal business plan for Deckers to analyegutssible financial benefits for initiating impeovent

in the environmental performance of factories.

In addition to considering the benefits to Deckéris project will take the first steps of initiagj the
proposed project, which will present several cimgless. As with almost all American footwear
companies, Deckers outsources the manufactureinfghoes to facilities in China. Because Deckers
does not directly own these facilities, any desireprovements to reduce their environmental impacts
must be leveraged through education, incentiverprag, contractual arrangements, or collective
pressure from all the contracting companies. imitiformation age, consumers are demanding
transparency and validation for environmental penince assertions. Therefore, upon suggesting thes
changes to the manufacturing facilities, thesdaitites and changes made from the suggestionsheust
communicated in a clear and substantiated marmkleng with this, a consistent internal language tmus
be adopted to provide a coherent unifying messagdleat consumers, stakeholders, and those invatved
the business process have a clear understandDgobkrs’ environmental intentions and
accomplishments. These elements will aid in saguaileadership position in the footwear industry f
Deckers and thus retain and attract a solid consbase.

To addresses these challenges faced by Deckerfg|ltheing questions must be answered:

» What changes Deckers should recommend to the ntatifay facilities in China, considering
both the level of environmental improvements geteek&rom the changes and the economic-
feasibility of making the changes?

» How Deckers can influence the facilities to makesthchanges?

* How Deckers should communicate the environmentaiegements to their consumers?

» How Deckers should ensure the use of a consisteimoamental language within the company?

In order to recommend and encourage changes @hhmese manufacturing facilities through this
proposed project, we will first determine the beriteria for evaluating the environmental impact of
existing shoe manufacturing facilities in south€tna. We will then use these criteria to colkbet
necessary data from the facilities that producekBext products. Based on this information and gree
building research, we will determine what changastze made in shoe production facilities and make
recommendations that target three levels of costt-iaexpensive changes; more involved, retrofittin
solutions; and new construction. Finally, we wiitommend a framework that Deckers can use to
encourage the Chinese facilities to adopt our recended changes. Additionally, we will recommend
ways for Deckers to communicate to their custorttees efforts to make changes in the shoe
manufacturing industry. And finally, we will workith Deckers on creating a consistent environmental
language for use within the company.



1. Introduction

In the wake of growing concern over climate chaage other forms of environmental degradation, many
U.S. companies want to lessen the environmentaatngf their supply chain and business practices.
Not only are these activities an important aspéth®international movement to protect the
environment, but they also show customers and ioxethat the companies are concerned about
environmental sustainability. The impetuses bekinede changes are manifold, with some companies
focusing on effecting actual environmental improeats and other companies focusing on profit
maximization by improving their image as a respblesbusiness. Regardless of the motivations, which
are often impossible to understand fully, any clesngiplemented within a company must be justifeed t
shareholders and not affect the company’s abilitlyet profitable in the marketplace. Companies can
benefit from greening in many ways, such as inéngasustomers' willingness to pay, reducing casts,
improving risk management (Reinhardt 2005). Maeeagally, demonstrating evidence of corporate
environmental responsibility can improve brand imaberefore increasing profits by maintaining
existing customers and attracting new customedditonally, as more and more companies begin
implementing comprehensive corporate social respibibg programs, those companies that neglect to
consider the greater impacts of their businessewantually become relics in the marketplace, shdnne
by consumers for their narrow focus and detrimelmtiginess practices.

Deckers Outdoor Corporation, which was foundeddin3lin Goleta, CA, is interested in improving their
environmental performance and communicating thegpedvements to their customers, with the ultimate
goal of becoming the environmental leader in trevi@ar industry. Thus far, Deckers has focused its
efforts at environmental sustainability on its SienBhoes brand. Through the innovative use of
sustainable materials and consideration of recgaimd take-back programs, Deckers has promoted the
Simple brand as “a nice little shoe company” thratdpces “shoes for a happy planet.” However,
Deckers as a whole, which currently owns four nietends—Simple, Teva, Ugg, and the recently
purchased Tsubo—is not interested in becoming kngimply as a company that sells green products,
such as Patagonia, Burts Bees, or Seventh Geme(Bwoby 2008). Deckers mission statement is as
follows:

Deckers builds niche products into global lifestytands by designing and marketing innovative,
functional and fashion-oriented footwear, develofueoth high performance outdoor activities and
everyday casual lifestyle use (Deckers 2008a).

By their nature, many of Deckers footwear linesuregthe use of materials, such as leather and
sheepskin, which will always have certain environtakimpacts. However, Deckers is committed to
promoting environmental sustainability whereveraih and ensuring that its products are made aslglea
as possible (Derby 2008b). Currently, they em@dyical Supply Chain Guidelines, which include
several environmental expectations as listed below:

We require a continuous effort to improve environtaéperformance along a defined path towards clean
production. We expect our business partners tadbpt environmental management systems that addres
key business impacts and advance sustainable envératal practices; 2) disclose environmental impact
and activities through regular reporting; 3) redaceliminate toxic and hazardous substances from
operations and products, in accordance with the&k@sRestricted Substances Policy; 4) increase



efficiency and thereby minimize pollution and wa&iereduce the use of natural resources inclucimg
materials, energy and water; and 6) take respditgifuir proper waste management. (Deckers 2008b)

Currently, some Deckers employees are interestptbimoting the greening of the manufacturing
facilities where their products are assembled.s Will help ensure that the expectations of théndal
Supply Chain Guidelines are met at the final statihe footwear assembly lifecycle. This Bren grou
project will prepare an internal business planti@se parties within Deckers to present to upper
management as a first step to implementing thesirele program. The remainder of this proposal lays
out the background and justification for the progs well as outlines the steps that will be tatcen
prepare the business plan. In addition to a fadit internal business plan, our group project enlact
the first stages of the project proposed in thénmss plan, as outlined below.

2. Problem Statement

As with almost all American footwear companies, Kirs outsources the manufacture of their shoes to
facilities in China. Specifically, Deckers empldie following five Chinese- and Taiwanese-owned
manufacturing facilities to make merchandise fotradir brands: Shing Tai, Stella, Erofa, Gau Shing
and Peace Union. These facilities range in sim@ fsmall—Peace Union manufactures only for
Deckers—to large—Stella is a publically-traded campthat produces footwear for multiple companies,
including Clarks, ECCO, Rockport, Timberland, andlVérine, as well as Deckers (Stella 2008).

While Deckers is interested in lessening the emvitental impacts of these facilities, challengestexi
because they are not owned by Deckers and bedasenanufacture footwear for multiple companies.
Therefore, Deckers must convince these facilities$ their current operations are impacting the
environment, that changes can be made to lesssa iflgacts, and that the initial costs involved in
making changes are justified due to long-term gaoms resource efficiency and competitive advantage
as an environmentally-friendly Chinese manufactuf2eckers can leverage the desired improvements
through education, incentive programs, contracduaangements, or collective pressure from all the
contracting companies.

In addition to the challenges associated with grilting the facilities, Deckers is also faced wiité t
challenge of being one of the first footwear conigamo promote the environmental sustainabilityhef
manufacturing facilities and production processeShina, not just the sustainability of the producsed
to make their shoes. Therefore, Deckers mustm&terif their actions will be of interest to consens
and therefore increase sales, and if so, how comsuwill be most receptive to learning about their
actions.

Finally, as Deckers wants to become an environrhégdder in the industry, they are faced with the
challenge of developing a consistent language girout the company to describe their environmental
efforts. This will ensure that suppliers, manufiaets, and all company employees understand the
company’s environmental mission, act in accordamte this mission, and present a consistent message
about the mission to their consumers. This in tdthensure that Deckers’ changes are recognized
beyond an effort to “greenwash” their brands arad Beckers becomes known as a company serious
about environmental sustainability.



To addresses the challenges faced by Deckerspltberiing questions must be answered:

* What changes Deckers should recommend to the manufay facilities in China, considering
both the level of environmental improvements geteer&rom the changes and the economic-
feasibility of making the changes?

» How Deckers can influence the facilities to makesthchanges?
« How Deckers should communicate the environmentakeaements to their consumers?

* How Deckers should ensure that a consistent envieotal language is used within the
company?

These actions will help strengthen Deckers’ envitental image, thereby improving the visibility bkt
Deckers Outdoor Corporation as the maker of theed, well-known brands: Simple Shoes, Ugg
Australia, and Teva.

3. Significance and Literature Review

3.1 Summary of Footwear Manufacturing Industry and Environmental Concerns

Since 1978, consumption of footwear in the U.S.ihasased by almost 200%, reaching almost 2.3
billion pairs in 2005, which translates to almogiars of shoes purchased per person (AAFA 2008).
these 2.3 billion pairs of shoes, 98.5% were ingmhrtvith 84% coming from China (AAFA 2006). This
represents a 600% increase in imports from Chimaesl978, which has been driven by the availability
of low-cost labor as well as limited regulationgdhina (AAFA 2006, Frenkel 2001, Lowder 1999).

Prior to the 1990s, shoe manufacturing was cenfarédiwan and Korea. However, in the last 20 gear
the Taiwanese and Korean firms transitioned thasirtesses to China, Indonesia, Thailand and Vietham
while retaining ownership of the companies (Frer#@81). In China alone, there are over 20,000
companies manufacturing footwear, which usually lesngoung, female workers for the labor-intensive
manufacturing process (China Daily 2006, Frenk@130

Obtaining documented information regarding theenrenvironmental impacts from Chinese footwear
manufacturing plants has proved difficult. As geject progresses, we will rely heavily on Deckers
direct connections to the manufacturing facilitiesy employ for information. However, this projedtl
focus on the environmental impacts of the manufagjuacilities themselves and not on the impaletd t
occur from obtaining and preparing the products &éina used to make the shoes. Therefore, it can be
concluded that as with other manufacturing faetitithe operation of shoe-making facilities wilvéa
implications for water and energy use as well astevaroduction.

In the textile industry in general, 15 to 20 gafiaf water are used to produce only one poundxtifée
(Nike 2006). The high demand on water resourcesgmted by the textile manufacturing industry has
produced increased pressure on the limited watgtadole for China’s booming population (BSR 2008).
Additionally, water use has implications for wapailution. In Guangdong Province, where 23% of all
of China’s textiles and apparel for export are nfaciired, less than 2% of towns and cities have
wastewater treatment facilities in place (BSR 2@®wnlow and Renzi 2007). As a result, 28% of all



rivers in Guangdong are severely polluted, which led to increased rates of infectious diseases and
chronic health issues in the area (BSR 2008, Browgnd Renzi 2007).

In addition to water concerns, China is plagueddnysiderable air pollution issues, driven by the
staggering economic development that has led te ngyeases in the demand for energy. Seventy-six
percent of this demand is met by coal-fired powants (as of 2001), which has led to sulfur dioxahel
nitrogen oxide pollution as far away as Los Angékeshn and Yardley 2007, World Bank 2004).
Additionally, it is estimated that China has eith&eady or will soon become the world’s leader in
greenhouse gas emissions (Kahn and Yardley 200Mhjle the footwear industry is only a small
contributor to this immense problem, the globalliogiions of China’s energy use and air pollution
issues, which are only expected to worsen, reda@eany industry interested in reducing their
contribution to this problem consider their effecf&dditionally, according to the Chinese, therd bhe
“a power shortage of 10 to 15 percent in the kepufecturing areas estimating that about $108 bilbb
new generation capacity will be needed in the cgrfiive years to close the gap” (World Bank 2008).
By reducing reliance on outside energy sourceswiear manufacturing facilities can reduce theik o
an interrupted power supply.

While the Chinese government has banned the ptibinsaof statistics on the effects that environraént
degradation has had on human health in China, @enezrent reports have produced some alarming
statistics (Kahn and Yardley 2007). According #&/arld Bank study, around 400,000 premature deaths
are caused every year by outdoor air pollutionh i additional 300,000 premature deaths caused by
indoor air pollution (Kahn and Yardley 2007). igHt of these significant human health issues gleisg)

the environmental impact of the footwear industag broader human rights implications. As labaséss
related to human rights have attracted significanisumer attention recently (particularly the uke o
sweatshop labor in the footwear industry), raisiagreness of the human-rights implications of
environmental harm in China among consumers magase demand for environmentally-friendly
shoes.

3.2 Current Effortsat Corporate Environmental Responsibility in the Apparel Industry

Within the footwear industry, there have been reefforts by several companies to reduce the
environmental impact of their products by using ensustainable materials and production processes.
For example, Timberland has released an Earthkediperof boots made with organic and recycled
materials (Henderson 2007). In 2005, Nike intraatutheir Considered line, which takes into accolat
environmental impact, as well as the performanestheetics, and price, during the product desigogs®
(Nike 2006). Additionally, Nike has establishedesl programs to promote environmental
responsibility among their suppliers in China, sasttheir apparel water program, which was “devedop
based on guidelines from an international workinug, the Business for Social Responsibility Appare
Water Quality Working Group (Nike 2006).” Whileishprogram does not address the footwear
manufacturing facilities, Nike does audit the wastter from their contract footwear facilities iniGh
(Nike 2006). Nike has also established programmedoce waste production and promote responsible
disposal of hazardous wastes, as well as targetdificate neutrality (Nike 2006).

Despite Nike's extensive efforts at promoting eomimental responsibility at their contracted faigi$it
their immense size and breadth of products haallmted them to focus efforts on the footwear



manufacturing facilities specifically. Deckersats to promote environmentally-minded changebeit t
five contracted facilities will be a unique effantthe footwear industry. In the overall manufaictg
industry though, there have been efforts to retesfd build green manufacturing facilities, suchhees
recently constructed MAS Group’s lingerie factovyderasinghe 2008). This Sri Lankan facility
manufactures solely for Marks and Spencer, a Brigsailers, and was built to help further theialgoof
becoming a greener company (Weerasinghe 2008, &maintal Leader 2007). By employing solar and
wind energy, along with light-emitting diode (LEDghting and other energy saving techniques, the
facility expects to use 50% less energy than alaiypisized, standard facility (Weerasinghe 2008).

3.3 Criteriafor Selecting Manufacturing Upgrades

In order for Deckers to encourage facility greerang perhaps influence the building of a statesefért
green building for footwear manufacturing, we wided to identify an established and respectedierite
and/or certification program to determine whichiemvmental changes, technologies, and systems
should be recommended. There are currently seleBatbased and international certification proggam
for green buildings, as discussed below.

US-Based Building Sustainability Certification Prams

In the U.S., the third party certification progr&amown as LEED (Leadership in Energy and
Environmental Design), developed by the UnitedeSt&@reen Building Council, is considered by many
to be definitive measure of building sustainablhese standards can be applied to new or existing
buildings of all types and focus on sustainabke dévelopment, water savings, energy efficiency,
material selection and indoor environmental qualithe LEED Rating System has been, and continues
to be developed in an open and transparent progesSED committees.

LEED currently certifies existing buildings, whitlelps optimize operational efficiency while loweyin
environmental impacts. According to the USGBC vitebs

LEED for Existing Buildings...addresses building eide and site maintenance programs, efficient and
optimized use of energy and water, the purchassmafonmentally preferred products and food, waste
stream management and ongoing indoor environmgutdity. In addition, LEED for Existing
Buildings...provides sustainability guidelines foral-building cleaning and maintenance, recycling
programs and systems upgrades to improve buildieggy performance, water consumption, indoor
environmental quality and materials use. (USGBC800

These areas of sustainability are divided intol@2anability measures and recommendations. Bigkli
are given scores based on how many of these ariteziy adopt. There are four levels of certifimati
Certified, Silver, Gold, and Platinum. In orderqualify for Certification standing, an existingiloing
must meet at least 34 the criteria, while Platiratamding requires at least 68.

The biggest problem with using LEED criteria foe gpurposes of our project is that it does not lzave
specific measure for industrial facilities. Theasere however, can be easily modified in ordedapa
it to a manufacturing facility. A further problemay be the reliability of the sustainability meassur A
study by Humbert et al. (2007) found that LEED’8ecia may not recommend that the most
environmentally beneficial steps be taken by a amgp However, the study makes several



recommended alterations to these measures in wrdegike the overall certification more sustainable,
and these recommendations should be taken intaratsbould we choose to follow LEED guidelines.

One area for which LEED has been criticized isitsgedly weak stance on energy. As an alternative
Energy Star, a federal environmental sustainalplibgram, may be useful as a sustainability assgsm
tool for the purposes of this project. Unlike LEHEnergy Star has an energy management program
specific to manufacturing facilities and has pui#id an upgraded manual which has recommendations
for these facilities. Over 470 U.S. manufacturersluding General Motors, Lockheed Martin, 3M and
Toyota, have adopted this program; General Motiorseasaved over $480 million in eight years (EPA
2008a). If followed, Energy Star can save compatvie® to three dollars for each dollar invested in
energy efficiency (Energy Star 2008b). A portidroor group project will focus on energy savingsd a
because Energy Star is a well-established prograimanstrong track record, it will likely be an
important tool in developing an assessment framkvarour sustainability criteria.

Energy Star and LEED are established, widely-ussthsability certifications in the United States.
These certifications will be valuable tools for dping sustainability criteria for Deckers’

manufacturing facilities in China. LEED focusegily on building design, maintenance, and systems,
while Energy Star focuses on improvements whichtmmamade to increase a facility’s energy efficiency
an area in which LEED defers to Energy Star stadtslldSGBC 2008). Ensuring that corporations are
able to increase profitability while increasingtsursability is an important aspect of both programs
Further research needs to be done on both EneagywSd LEED to begin assessing the exact framework
and methodologies utilized by each program to adseifdings, make recommendations for changes, and
determine the success of these changes. A peewesstudy of LEED’s sustainability criteria and
another comparing several of the internationakdethas been ordered.

International Certification Programs

There are several certification programs outsigd.thited States which have gained international
acceptance within the green building communityesehprograms include BREEAM (Building Research
Establishment Environmental Assessment Method diasine U.K.), HK-BEAM (The Hong Kong
Building Environmental Assessment Method), DGNB ({Behe Gesellschaft fur Nachhaltiges Bauen),
GBA (Green Building Association), BEPAC (Buildingnironmental Performance Analysis Club), and
the Green Star Building Council of Australia. Ady by Crawley and Aho (1999) compares the merits
of BREEAM, LEED, BEPAC and GBA. The authors aréc§uio point out that addressing building
sustainability requires a multi-faceted approacictvishould take into account building construction,
operations, and maintenance. The authors recomthahg@erformance-based measures (e.g. lowering
water consumption by 30%) rather than feature-bésexd installing low-flow toilets or fixtures) shial

be used to evaluate these areas of concern. @keniag for this recommendation is that the use of
feature-based measures does not encourage anyradwetion in environmental impact but allows for
the illusion of increased performance. This cauliffecult, given the lack of measurement tools $ame
performance standards (e.g. indoor air qualitylawley and Aho conclude, based on an assessment of
methodologies, scope, and applications of the mgldertifications, that GBA is the strongest af th

tools studied. For similar reasons, GBA may bseful tool in assessing Deckers’ manufacturing
facilities in China. The program has been devealdpebe applicable to multiple building types, umtihg



manufacturing facilities. Further, GBA was devaldspecifically for international situations where
there may be varying availability of information.

Each sustainable building certification program tidferent areas of focus, which are outlined ia th
chart below: (Crawley 1999)

Program Construction Type/Location Focus Areas
BREEAM | New and existing construction in England as Global Impact
well as Hong Kong, Australia, and Canada Local Impact

Indoor Issues

Ozone Protection
Environmental Impacts of Energy Use
Indoor Environmental Quality
Resource Conservation

Site and Transportation
Building Commissioning
Energy Efficiency

Indoor Air Quality

Ozone Depletion/CFCs
Smoking Ban

Comfort
Water

Resource Consumption
Environmental Loadings
Quality of Indoor Environment
Longevity

Process

Contextual Factors

BEPAC New and existing construction in Canada

LEED New and existing construction in the United
States, though some international projects
exist

GBA International standard developed by 13
countries based on the results of the 1998
Green Building Challenge
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34 Consumer Demand for Corporate Environmental Responsibility

Prior to Deckers promoting changes within the maatufring facilities they employ to make their shoes
it is important to consider whether consumers galle about Deckers’ efforts to improve their
environmental sustainability. Whether consumeesiaterested in making purchases from “green”
companies, how consumers determine which compangegreen, and what green marketing strategies
consumers are most receptive to are important ipnssto answer to determine if Deckers’ effortd wil
result in increased sales and/or promote their @@agan environmental leader in the footwear imgust

Green marketing has become increasingly prevatethte marketing landscape as environmental
concerns, particularly related to climate changeehgrown’. This is confirmed by the current series of
Federal Trade Commission (FTC) hearings occurrmgreen marketing to decide if and how to revise
their “Green Guides” (FTC 2007). However, reseanth whether green marketing is effective at
improving sales has shown mixed results.

! According to the American Marketing Associatioregn marketing can be defined as follows: “therégfby organizations to
produce, promote, package, and reclaim produasianner that is sensitive or responsive to ecodbgbncerns” (AMA
2008).



A recent consumer survey has shown that 42% of kewes “consider the environmental impact of
either making purchases or supporting companiethmfootwear and apparel industry, affirming that
Deckers’ efforts to green the facilities that mautifire their footwear will resonate with a sigrafit
number of American consumers (Cone 2008). More@masther survey showed that consumers
prioritize energy efficient/green operations andrgw efficient buildings when considering
environmental leaders, highlighting that Deckeesice to focus on greener manufacturing facilities
relevant in the current consumer landscape (Cdg@8)2

However, some research has indicated that whilswuoers are demanding environmentally-friendly
products, they are often not willing to pay higpeces for these products (Makower 2008). On top o
this, the large number of green marketing campdigive led to some level of consumer skepticism and
alertness to greenwashing (Makower 2008). In 8@% of Americans believe that companies must
prove their product is good for the environment,jost say it is (Cone 2008, Cogar 2008). Whilestn
factors may go hand-in-hand (i.e., consumers argvitiing to pay more for products that they hawe n
way of knowing are truly greener), they presentigicant challenges for companies desiring to make
genuine, substantial changes and somehow empleg tti@nges to improve their profit margin, whether
it be through increased prices or increased brayalty. This indicates that Deckers must seriously
consider its goals in promoting greener manufactufacilities in China and when and how to market
their environmental agenda to their consumers.

3.5 Competitive Advantage Potential

Some consumers are aware of and interested ingainghfrom green companies, but there is evidence
that others are not yet ready to base purchassidesion whether or not a product is green, esihecia
when a price premium is involved. However, resedi@s shown that several other improvements and
competitive outcomes are possible for companiesiti@duce green initiatives in their operations.
Sincere and effective environmental initiatives tsad to increased consumer loyalty, cost reduction
improved risk management, stimulated investor agtiand retention of quality employees (Reinhardt
2005, Ruskino 2007, Portney 2005).

The performance of green manufacturing has receatight the attention of scholars and businessi@eop
alike. In a case study of the U.S. carpet indufnskino (2007) assesses the competitive outcomes
available to companies that undertake sustainahlgipes, which include lower production costs and
increased product quality. The entire U.S. cainmhistry was solicited for surveys about environtaken
action and derived benefits. The respondents itotest 84% of the market. The two areas of quastio
were pollution prevention practices and produavateship practice$.The competitive outcome

reported from pollution prevention was decreasedufacturing costs. Product stewardship outcomes
had positive correlations to improve company imaxe promote innovation, which in turn attracted new
consumers. The least substantiated relationstsfeteardship practices was an increase in product
quality. (Ruskino 2007)

2"Product stewardship include[s] redesigning présland processes to be more environment friengingu
renewable resources, and encouraging suppliersattige pollution prevention and product stewandsfiRuskino
2007).
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Managers are pressed with improved environmentébpeance but ultimately still must provide
favorable profit margins to shareholders. Klasmet \Whybark (1999) conducted a study of the furaitu
industry. The plant managers at 302 manufactysiagts were surveyed with a response rate of 27.5%,
which is considered acceptable. The study focosetie relationship between manufacturing
performance and environmental performance withattegption of “environmental technologies™—
technologies defined as limiting or reducing negagnvironmental impacts—and final performance
outcomes. The technologies were classified inteetigroups: pollution prevention, management
systems, or pollution control. These elements tioms an important part of the management scheme,
and if these resources were a part of the strapdgit they were shown to work favorably in overall
performance (Klassen and Whybark 1999). The rekess concluded that investment in environmental
technologies in manufacturing significantly imprdweanufacturing performance over time and provided
competitive advantages (Klassen and Whybark 19®®)reover, the largest increase in manufacturing
performance came from allocating pollution prevemtiechnologies. Similar results were found fastco
speed, and flexibility, however, no significantaténship was found for quality performance.

Unruh (2008) highlights companies that have takenptunge into sustainable business and advocates a
"natural operating system" in which companies {ap selying on synthetic materials and instead
incorporate recycling and use fewer resourcegp@jtice up-cycling, which is a plan for the produc
beyond its useful life and (3) leverage "generalppse platforms." He asserts companies can lower
costs, obtain profitable returns, and appeal tdogomally concerned consumers. These points |leedic

to the success of a management shift towards sagbitify.

Case studies such as these provide evidence tloeBecan utilize to promote the advantages aveilab
to the Chinese manufacturing companies when Deckergses to recommend changes. The
manufacturing firms that adopt improvements inrtfegilities can capture benefits on many levels
including reduced costs and improved image, whahtcanslate into more U.S. manufacturing business.
Association with manufacturing firms that Deckemssvable to successfully influence to improve
environmental performance can also yield many adwgs ranging from enhancing consumer loyalty,
boosting company image, and promoting innovation.

3.6 Barriersand Entrance Strategiesfor Incentivizing Chinese Facilities

A challenge in the literature review has been figdncentive programs that span across national
boundaries. The U.S. EPA implements numerous thaeprograms to domestic companies, but thus
far, documentation on incentives for manufactufaglities in China have been scarce. Therefdre, i
Deckers can implement a successful program thateages changes and ensures they are maintained,
they will be able to center their environmental sage on their unique and early efforts in not dingy
footwear manufacturing industry, but also the oWenanufacturing industry in China. This course of
action will also be beneficial as the Chinese goremnt begins to roll out more stringent environragnt
regulations for manufacturers and society as aevhol

As a developing country, China is just beginningdce about the environmental impact of their dgcie
Several new environmental laws have been enactedttyg, including the Cleaner Production Laws,
which have begun to regulate the environmentalbpednce of manufacturers (Chinese EPA 2008). In
the world manufacturing market, China has a stamhgantage over competing countries because of the
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cheap cost of labor, as well as lenient regulaticftsis may change as China begins implementing
environmental regulations. Businesses, manufastaspecially, will be forced to find an affordaktay
to comply with regulations, or they may find thia¢y will no longer be able to operate. According t
Luken and Van Rompaey (2008), the biggest barpergenting Chinese companies from adopting
cleaner processes and technologpeay is the high implementation costs and lack of tradiand skills.
Thus, it will be important for our project to takest into consideration as it proceeds. Furtres major
barrier to the adoption of environmentally frientghnologies is the lack of tradition and skillsyill

be important to think about how employees can#eed to help minimize project costs, as well as to
ensure a smooth transition.

4. Approach

Our approach will have three main parts, focusimglg the competitive advantage potential Deckars ¢
gain from implementing this project, (2) the mamtfaing facility changes this project will recomnaen
and (3) our recommendations for internal and comswwtommunication.

4.1 Part One: Develop an Internal Business Plan

The first stage of our project will focus on deyahg an internal business plan for a program within
Deckers to incentivize changes at the Chinese raatwring facilities. The business plan will inckuthe
following sections:

411 Opportunity

This section will discuss the size of the probléme, timeliness for a solution, and the opportufoty
growth. Our opportunity, in summary, is that Desk@utdoor Corporation is interested in improving
their environmental performance and communicativege improvements to their customers, with the
ultimate goal of becoming the environmental leadehe footwear industry.

4.1.2 Solution

To develop a solution, we will first conduct an @wd the current environmental impacts and prastiof
select facilities located in China. Based on thiigrmation, we will determine what changes camizsle
in shoe production facilities and outline recomnarahs for facility operators and owners that targe
three levels of cost—fast, inexpensive changesgrnmwolved, retrofitting solutions; and new
construction. In addition, through examinatiorDefckers’ consumer data, we will decide how to
communicate these efforts to Deckers’ customers.

413 Team

Our team will include the following members:
« Danielle Cote-SchiffFinancial Manager and Client Contact
¢ Clancy DonnellyWebsite Manager and Business Plan Oversight
» Brian Fulmer:Secretary and Business Plan Oversight
e Lauren Flinn:Data and Deadline Manager
¢ Chien-Ju Lin:Scheduling Coordinator and International Contact
e Gary Libecapfaculty Advisor
« Pat DevaneyClient Representative, Deckers Outdoor Corporation
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4.1.4 Target Market

This section will discuss the Deckers’ customers ate willing to pay for the improved environmental
conditions of manufacturing facilities. The chatie will be finding how these customers are divided
amongst the three Deckers’ brands and how muchvilleyg these changes.

To determine if Deckers’ consumers are willing &y pnore for “greener” footwear and/or will
experience greater brand loyalty due to Deckegpased actions, we will work with Deckers’ markegtin
department to elucidate this from existing data pogsibly a consumer survey. If a survey is cotetlc
we will work directly with Deckers’ marketing deparent to develop, distribute, and analyze the tesul
Qualitative research in the form of focus groupk a$o be investigated.

415 Marketing Strategies

This section will discuss how Deckers will contdetir target market and what, if any, pricing chesg
will be made. Deckers’ efforts to improve enviramtal conditions in facilities in China will likelye
communicated to its customers through its websitkthe websites of its individual shoe brands. How
much it is emphasized on the websites of Ugg, Stgodd Teva will depend on the results of primary
market research.

The specific actions we will take to determine Hmest to contact the target market are outlinedvizelo

e Obtain existing customer profile information forckaDeckers’ brand and/or work with Deckers to
conduct consumer surveys to obtain necessary data.

« Ultilize consumer profile data to determine the dednand willingness to pay for environmentally-
friendly footwear.

e Learn about current marketing techniques used dyhitee brands.

e Work with Deckers to determine how to communicdtanges to consumers.

416 Industry Analysis

This section will discuss the buying power, supptiewer, rivalry, entry, and competitive pressures
within the footwear industry. Additionally, we Wwidonduct a SWOT (Strengths, Weaknesses
Opportunities and Threats) analysis of Deckerst fmfive top competitors in the footwear industry.

417 Financials
This section will discuss the estimated salesscdseak even, rate of return, assets, and lisilit

4.1.8 Competitive Advantage

This section will discuss the following:
* barriers to entry,
e core competencies,
« value chain analysis, and
* intellectual property, team characteristics aneihtangibles.
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419 Key Strategies

This section will discuss how Deckers will diffetiete itself from other footwear companies throitgh
leadership in improved environmental performance.

4.1.10 Risk Analysis

This section will discuss any key risks and corgimgesponses. We will focus on the stabilityhaf t
U.S. economy and overestimation of consumers’mghiess to pay for environmental improvements.

4.1.11 Operations
This section will summarize how the project willplfamented, as is described in Sections 4.2 and 4.3.

4112 TimelLine

We will outline the steps to be taken for the dorabf the group project and any potential stepseto
taken in the future.

4.2 Part Two: Manufacturing Facility Changes

In addition to the internal business plan, we witform the research and analysis necessary ta begi
implementing the project, as Deckers has alreadiddd it is interested in this program. In order t
recommend and encourage changes in the Chinesdantuming facilities, we will first need to

determine the best criteria for evaluating the mmrmental impact of existing shoe manufacturing
facilities in southern China. We will then usedéeriteria to collect the necessary data fronfdbiities
that produce Deckers’ products. Based on thiginédion and green building research, we will
determine what changes can be made in shoe proddatilities and make recommendations that target
three levels of cost—fast, inexpensive changesgnmwolved, retrofitting solutions; and new
construction. Finally, we will recommend a framelvthat Deckers can use to encourage the Chinese
facilities to adopt our recommended changes.

The following list summarizes the specific stepswitttake to complete Part One of our approach.
« Develop Criteria

o Research different criteria currently used, suchE&D for Existing Buildings and Energy
Star.

o Determine which method is most appropriate forapplication.

o Customize criteria as necessary.

» Collect Data & Create Manuals

o Based on determined criteria, collect necessargggnesage and other environmental impact
data from select facilities in China.

o Compare availability, cost, and implementation times and consult experts on greening
manufacturing facilities to determine recommendsihhology changes.

o Conceptualize a new vision for a facility desigondrporating environmentally sustainable
practices not currently used in the footwear ingust
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o Produce a set of manuals that offer recommendatiofailities on three levels: 1) making
quick changes to their facilities or “low hangingif"—designed for facilities with limited
resources, 2) facility retrofit solutions, and &anconstruction recommendations.

o Determine the management structure of the facldied the relationships between
management at Deckers and at the facilities.

o Elucidate the competitive advantages the facilitvdsgain by making these changes.

o Establish a framework for encouraging facilitiesriake these recommended changes and
ensuring that agreed upon changes are made. rahswWwork may include the development of
approved implementation plans, a memorandum of ngtateding between the two companies,
contractual agreements, and/or agreements foregadirting or monitoring of changes.

4.3 Part Three: Internal Communication

The final part of our approach, we will work witteEkers on creating a consistent environmental
language for use within the company.

The following list summarizes the specific stepswikttake to complete Part Three of our approach.

« Research the use and definitions of environmenfattysed language (e.g., sustainable, green,
carbon footprint) within the corporate, governméraad non-profit landscape.

« Contact Deckers about current techniques (i.earet, training) used to communicate to
employees.

* Conceptualize a consistent environmental languagBéckers to employ internally and provide
recommendations to ensure that this language tedovithin the company.

5. Management Plan

5.1 Group Structure and Management

It is expected that all group members will compltel submit all assigned work in a timely and
professional manner. In addition, group membezg@gquired to attend all scheduled meetings on time
(unless prior notice is given), keep their scheslglerrent in Corporate Time, and check their emaia
daily basis. Also, it is the responsibility of elembers to ensure that quality work is being cetegl by
all fellow group members. This includes being ofiethe suggestions and concerns of other team
members.

5.2 Positionsand Responsibilities

Each of the group members will be responsibletergpecific tasks detailed below. Additional taakd
projects may be assigned to group members as tfecpprogresses.

« Danielle Cote-SchiffFinancial Manager and Client Contact

o Maintain group financial account
Design and maintain project budget
Track and record all group expenses by maintaiaitagy of expenditures
Serve as contact between Bren financial staff daherayroup members
Serve as main contact between the group and et cli

O O o o
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« Clancy DonnellyMWebsite Manager and Business Plan Oversight
o Maintain website and manage other related compasés
o Create agendas for weekly meetings and ensuralthratevant documents are printed and/or
distributed
o Maintain the project focus towards an internal bess plan and ensure that the final project
meets the business plan requirements

« Brian Fulmer:Secretary and Business Plan Oversight
0 Record and distribute minutes from all meetings
0 Maintain the project focus towards an internal bess plan and ensure that the final project
meets the business plan requirements

« Lauren Flinn:Data and Deadline Manager
0 Maintain group project folder on the G drive
0 Maintain library of documents (e.g., e-documeniislitgraphies, emails)
o Ensure that all deadlines are met

« Chien-Ju Lin:Scheduling Coordinator and International Contact
0 Schedule and arrange all internal meetings
o Communicate with contacts in China

» Gary Libecapfaculty Advisor
0 Provide assistance to group via logistical andriezth advice
0 Review written documents

» Pat DevaneyClient Representative, Deckers Outdoor Corporation
o Provide direction and advise based on industry rtigge
0 Assist with data gathering and other technical supp

5.3 Meseting Structure

Weekly meetings with all group members will be sitiied and held based on quarterly schedules.
Regular meetings will be scheduled with the facaltyisor and/or client based on need. Each meeting
will be a forum to discuss project logistics anti@ctitems, establish deadlines, and voice any eorsc

or thoughts group members may have. Meeting agandiabe emailed to group members prior to
meetings and be brought to meetings by the assiagenida creator. The previous meeting’s minutes
will be summarized by the secretary at the begmeineach meeting.

54 Deadline Management

Prior to the weekly meetings, all group members bélresponsible for meeting the deadlines set fiort
previous meetings and in overall accordance wighntilestone section of this proposal. If a deadlin
cannot be met, that group member must notify theragroup members as early as possible if an
extension is needed.

5.5 Conflict Resolution

Group members will maintain the primary respongibfor conflict resolution and will seek help from
the faculty advisor only if issues cannot be adegjyaddressed by the group. If, after faculty
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arbitration, the issue cannot be resolved, groumipegs will seek assistance from the Group Project
Coordinator or the Chair of the Group Project Cotteei Group members may also contact the campus
ombuds officelfttp://www.ombuds.ucsb.ejlfor access to trained mediators. Group membékrs w
maintain written documentation of any problems they having with other group members, in case
administrative intervention is necessary.

5.6 Procedurefor Editing Documents

The following chain-of-command will generally bdlfaved when editing documents:
» Danielle Cété-Schiff brings together individual gis,

« Brian Fulmer reads documents for flow and transgjand

« Lauren Flinn copy edits (grammar and formatting).

6. Ddliverables

The following list summarizes the deliverables thdk be prepared and sent to Deckers throughaait th
year:

Interim Deliverables

0 Assessment of facilities (e.g., technologies ueadrgy consumption, water use)

o Description of criteria chosen

o Summary of Deckers’ customers regarding willingrtessay for improved factory
environmental performance (to be prepared basdgkeckers’ marketing information and if
necessary, a survey prepared in conjunction wittkBxs’ marketing department)

* Final Report: Internal business plan with apperglineluding

0 Three manuals and description of methodology usedegate them
0 Suggestions for consumer awareness, and
0 Suggestions for internal education

* Four Page Project Summary

» Poster and Oral Presentation

7. Milestones

7.1 Spring Quarter, 2008

» Draft Project Proposal — May 23, 2008
0 Send draft of project proposal to faculty advisors

* Website — June 1, 2008
0 Website will be established and functional by thage and include all pertinent information
as is listed in the group project guidelines
0 Website will continue to be updated by the Web Mgmdrom this point forward

» Final Project Proposal — June 2, 2008
o Draft project proposal will be edited based on canta from faculty advisor in preparation
for the project proposal review.

* Project Proposal Review — Week of June 2, 2008
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o All faculty and external reviewers will be estahlsl and invited to proposal review by May
27, 2008
o Drafts of project proposal will be sent to atterslbg June 2, 2008

* Self and Peer Review Evaluations — June 6, 2008

7.2 Summer, 2008

+ Data Collection
0 Group project members will work with the clientrt@ke sure that all data required for the
project is being collected and organized.

» Criteria Selection
o Group project members will continue to researcters for selecting recommended
changes/technologies

7.3 Fall Quarter, 2008

» Data Collection
o0 Group project members will continue to collectddta required for project with the goal of
having all data collected by the end of October800

» Group Project Progress Review — November 14, 2008
o All faculty and external reviewers will be invitéad project review by October 21, 2008

* Final Progress Report — November 28, 2008
o0 This report will include the specifics detailedtive group project guidelines and should be
collectively developed over the month of November.

e Self and Peer Review Evaluations — November 288200

7.4 Winter Quarter, 2009

» Data Review and Analysis Complete — January 9, 2009

* Project Report — January — February 2008
o0 Work over the month of January and beginning ofr&aty to draft the final project report
0 The faculty advisor should be reviewing draftsto$ tdocument throughout the month
0 Prepare for project defense

* Project Defense — February 6 or 13, 2009
0 Prepare a 20-25 minute presentation on project
o0 Recommendations from this defense will be use@\se project and deliverables

» Draft of Final Project Report — February 6, 2009
o A final draft of the report will be submitted toaslor

» Group Project Presentation Template — March 119200
0 The presentation template will be submitted togfaip project coordinator

e Submit Final Report — March 16, 2009
0 Report must be signed by faculty advisor and aszhiat the Bren School
o Submit final copy both electronically (PDF) anddhaopy (bound) to Group Project
Coordinator
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0 Report must be in accordance with the Bren SchitiogFGuidelines specified in the group
project guidelines

* Project Brief
o Four page project brief to be drafted over the maftMarch and presented to the faculty
advisor by March 12, 2009, for review
o Electronic (pdf) and hard copy of brief will be snitted to Group Project Coordinator by
March 16, 2009

» Self, Peer, and Faculty Advisor Evaluations — Ma6h2009

* Presentation and Poster Preparation
o Work on poster and visual and oral presentatiom theemonth of March
o Draft Power Point presentation will be submitte@tivisor by March 23, 2009
o Discuss printing of final poster with iCQD by MartB, 2009

* Public Presentations — April 3, 2009
0 Rehearse presentation until all member of groubdemfortable speaking and answering
questions during the days prior to the presentation
0 Submit group project poster to group project caathr after presentation

8. Budget and Budget Justification

Printing $200 Printing expense designated by The Bren School
Final Poster Printing $300 Professional printing and mounting

Meetings $100 Food (for client meetings) and presentation materials
Library Copy Card $50 Copying of necessary documents from UCSB library
Final Presentation $50 Presentation materials other than poster
Administrative Supplies $50 Organizational supplies

Travel $300 Travel to visit with experts in energy and design
Software $250 May purchase design and/or energy auditing software
Unanticipated Expenses $200 Purchase of resources not listed here

Total $1,500
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