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The concept of sustainability is rapidly rising up the agenda within the fashion
industry. Yet while consumers are increasingly interested in sustainable fashion,
they are not willing to pay a premium for it. Still, sustainability can be a
competitive advantage. We have seen companies delivering a sustainable message,
but identifying the true leaders from the potential greenwashing takes research.

CONSUMERS CARE ABOUT SUSTAINABILTY, BUT NOT AT ANY PRICE
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As the global population grows, the negative environmental impacts of our demand for
fashion are becoming more apparent. The industry is responsible for 10% of global
carbon emissions and 20% of global wastewater, as well as producing significant
amounts of waste. The equivalent of one garbage truck of textiles is dumped in landfill
or burned every second.1
75% of consumers view sustainability as ‘extremely’ or ‘very important’ in their fashion
purchasing decision.2 And over 50% of consumers would switch for a brand that acts in
a more environmentally and socially friendly way. But in practice, are consumers really
willing to pay? Not yet, it seems. Only 7% of consumers say sustainability is the most
important factor in their decision making.
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EXHIBIT 1: CONSUMERS CARE ABOUT SUSTAINABILTY, BUT NOT AT ANY PRICE
– MOST IMPORTANT FACTORS IN DECISION MAKING
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Source: Boston Consulting Group, Pulse of the Fashion Industry, 2019 update.

Consumers continue to rate ‘high quality’ and ‘good value for money’ as the most
important factors in their decisions. This is backed up by our engagements with fashion
companies, who claim that consumers are not willing to pay a premium for sustainability,
although at the same price point they would choose the more sustainable offering.
Joanna Crompton
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To us, this signals that consumers have a preference for
sustainability and it can be a competitive advantage for
retailers. But companies need to see it as a way to maintain
or grow their market share rather than a way to increase
prices. Sustainable leaders should be investing in innovation
and scale for sustainable solutions to bring prices down and
maintain their brand position.

CASE STUDY 1
Re:NewCell: driving down costs for sustainability in
fashion
Re:NewCell is a Swedish company driving down the costs of
sustainable materials through innovation. The company has
developed and patented Circulose, a high quality material
made from recycled clothes. We expect Circulose – which
has already been adopted by the likes of H&M and Levi’s
– to see increasing uptake within the fashion industry,
helping to lower the cost of sustainable materials and
improve the industry’s environmental footprint.

CASE STUDY 2
Adidas: Leading the charge on sustainability
Adidas, the well-known sportswear brand, is at the
forefront of sustainability within the fashion industry.
The company particularly stands out on circularity, which
is embedded in its strategic priorities: by 2024, Adidas
has committed to replace virgin polyester with recycled
polyester. The company already partners with the
environmental organisation Parley for the Oceans to use
recycled polyester made out of plastic collected from the
coastline. All of Adidas’s cotton is sustainably sourced via
the Better Cotton Initiative, earning Adidas the top spot in a
2020 independent ranking on sustainable cotton sourcing.
Adidas has committed to reducing greenhouse emissions
across its entire value chain by 30% between 2017 and
2030, and then achieving climate neutrality by 2050. As a
further validation of Adidas’s sustainability efforts, these
goals were submitted for external verification by the
Science Based Target initiative in February 2020.

Distinguishing the real from the fake
The fashion industry is highly fragmented, and sustainability
standards are still in their infancy. More and more companies
are reporting on both their environmental and social impacts.
But with different companies focusing on different disclosures,
metrics and measurement methodologies, how can we
identify the best? For us, fundamental research and company
engagement are key, allowing us to assess whether fashion
brands are paying lip service to sustainability or whether they
are truly committed to it.
What do we look for in a sustainable fashion leader?
• Has the company signed up to measurable targets to
reduce its negative environmental footprint?
• Is the company abiding by external certifications to
demonstrate the sustainability of its products?
• Is the company accurately measuring and reporting its
entire carbon footprint?
The last of these requires particular research focus as only
about 5% of a fashion retailer’s carbon footprint comes
directly from its own operations (scope 1 emissions) or
indirectly from generating the energy used by the company
(scope 2). The vast majority of carbon emissions occur in
the company’s value chain (scope 3). This includes
production, processing and transportation of fibres and
fabrics, transportation of the end product to its final
destination, and emissions related to use, care and
disposal. Unsurprisingly, this complexity means that
emissions are currently underreported, with many
companies only reporting on transportation of the end
product. Fundamental research is therefore key to
understand the supply chain picture and determine what
companies are really doing to reduce their total emissions.

Sources: Adidas and the Sustainable Cotton Ranking 2020 (77 companies).
The companies above are shown for illustrative purposes only. Their inclusion
should not be interpreted as a recommendation to buy or sell.
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Conclusion
While price sensitivity remains key for consumers in the fashion industry, evidence points to sustainability becoming more
important in purchasing decisions and ultimately to long-term brand value. This implies a material opportunity for sustainable
leaders to stand out while unsustainable fashion brands lose out. Yet the potential for greenwashing is rife in the industry,
making it difficult to distinguish between leaders and laggards in the transition to sustainable fashion. Company research and
engagement is key.
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