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Abstract

Generally, sandals are in high demand because of their affordable price and everyday wear, while
shoes are a necessity for a formal event. This study intends to investigate and analyze the local
demand of footwears, whether the factory is experiencing a supply surplus or shortage, the market
equilibrium and its price, and how sensitive the local demands of XYZ Ltd., a footwear factory
located in Benowo, Surabaya. The research data were obtained through conducting interviews with
stakeholders of XYZ Ltd. and collecting data from BPS and industry publications. The result of this
research indicates that establishing a footwear manufacturing factory in Benowo, Surabaya is
sustainable with utmost care of controlling production and maintaining competitiveness.
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1. Introduction

The footwear industry is one of the most important fashion products of the economics system
(Adul, 2020). The business type our group has chosen to analyze is a footwear manufacturing factory
in Benowo under XYZ Ltd.. Our group has selected this factory as shoes and sandals are among the
oldest forms of footwear, they are worn in both developed and developing countries, making the
industry globally relevant. They are popular because it is not only a need but a growing lifestyle in
Indonesia. Sandals are for everyday use in tropical weather, especially in Indonesia, meanwhile shoes
are meant for work, school, and other formal settings. Unlike high-end designer brands, this industry
aims to cater broad consumer needs, with functional, cost-efficient, and daily use products. This type
of business provides for a timely opportunity with both world wide investments and development.

Benowo is a part of Surabaya, located in the west side of Surabaya, the second largest city in
Indonesia and a major industrial hub which is why it is a suitable choice for a footwear factory. With
increasing industrial activity, Benowo offers a strategic location, situated near Tanjung Perak Port,
where import and export activities happen, making transportation easier and facilitating access to the
export market. Benowo is also surrounded by industrial areas and residential areas, which could
contribute well with both production facilities and consumer markets. Compared to central Surabaya,
Benowo’s land and rental costs are relatively lower, making it a feasible location for industrial
activities. A footwear factory in Benowo can significantly provide employment opportunities for local
residents, especially low to middle class workers. It also encourages growth of supporting raw
materials industries around the district.

The main objective of our research is to analyze the feasibility of established footwear
factories in Benowo by determining through the data we collected of demand, supply, market
equilibrium and elasticity analysis. The analysis applies key economic concepts to evaluate market
opportunities and challenges, specifically assessing the demand, evaluating the supply needed,
examining the market equilibrium, and analyzing elasticity by assessing costumer’s preference. By
conducting interviews with the costumers and local authority of a footwear manufacturer, the analysis
seeks to understand costumer’s preference, competitor’s effect, supply chain logistics and pricing
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dynamic in Benowo. In addition to evaluating potential profitability, this study also explores the
current market conditions in Benowo regarding local demand and cost efficiency.

This study aims to propose key indicators and metrics for the footwear industry, using
Indonesia as a case example of a developing country. These metrics will allow footwear companies or
anyone interested in this industry to better understand the sustainability and feasibility of a footwear
industry. Consequently, this seeks to provide answers to the following research questions.

1. Is establishing a footwear industry in Benowo feasible?

2. Is the footwear market in Benowo experiencing a supply surplus or a shortage?
3. What factors affect the supply and demand of footwear factory in Benowo?

4. How sensitive is the local demand to price elasticity?

2. Literature Review
2.1 Demand and Supply

In a market economy the theories of supply and demand are one of the main driving force of
the economics process. Demand is the need of consumers for goods and services that they are able to
purchase at a certain price and supply is the amount of goods and services that producers can supply
to the market at that price. These two forces combine to form market equilibrium and the equilibrium
price (Shodmonov, 2005).

These concepts are highly relevant and important to all business types, including footwear
factories. Demand for sandals and shoes in this district are influenced by several factors such as
numbers of consumers and income levels, prices of substitutes and complements, quality and fashion
of the product, consumer expectations about future prices (Usanova, 2025). Since Benowo is growing
in both industry areas and residential areas for middle-income consumers, there is consistent demand
for functional footwear. For instance, workers and school children are required to replace them every
few months after heavy use. Understanding the relationship between demand and supply chain of this
industry is essential because it helps determine the profitability, pricing strategies, local’s preferences
and trends, as well as setting a supply limit to avoid over production or even a shortage.

2.2 Market Equilibrium

Market equilibrium, a fundamental concept in economic theory, represents the point at which
supply and demand intersect to determine prices and quantities in a competitive market. The dynamics
of price formation are central to understanding how markets allocate resources efficiently. However,
real-world markets often deviate from the idealized models of perfect competition due to external
shocks, market imperfections, and behavioral factors (Abrha, 2025).

Achieving market equilibrium is crucial for the footwear factory in Benowo. To overcome
supply surplus, factories should not sell them at a high price that exceeds costumers willingness to
buy. Conversely, if prices are too low, the factory might struggle to cover production costs even if
sales volume are high. Prices must be set accordingly that will satisfy seller and buyer expectations.
This equilibrium ensures that no surplus or shortage will happen when price matches the market
equilibrium. It also helps maintain stable operation, cost-productive and efficiency, and optimize
inventory productions. Continuous analysis of market equilibrium as well as supply and demand helps
the industry stay relevant within the Locals.

2.3 Elasticity

Elasticity is a measure of the responsiveness of quantity demanded or quantity supplied to one
of its determinants (Mankiw, 2018). If demand is elastic, then once price decrease slightly, demand for
products increases sharply, otherwise if demand is inelastic, a change in price has little effect on
demand. (Usanova, 2025). Affordable footwears tend to be an elastic product, which means the
consumers are relatively sensitive to price changes. A small increase in price could lead to a drop in
demand, especially since the footwear industry has many competitors. Determining the price of a
product is a crucial thing to do to compete with other factories and not lose an amount of customers
that rely on the footwear they sell.
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3. Methods

This study utilizes primary and secondary data to assess demand and supply as well as market
potential of footwear factories in Benowo. The goal of this data collection was to analyze the
dynamics of demand, supply, market equilibrium and behaviour of buyers and sellers.

3.1 Primary Data Collection

Primary data was collected through interviews with two parties, the manager of the factory
and the buyer, which is a supplier. Through both interviews, insights were gathered about popular
footwear types, average pricing, and purchasing patterns. The first interview was conducted with the
manager of the factory. The seller shared their perspective on conditions about their supply gaps and
other insights mentioned above.

The second interview was with a local supplier who was a loyal customer. This helps by
sharing information regarding the most popular footwear they are interested in and also the most
unpopular, and what factors affect their buying decision.

3.2 Secondary Data Collection

The secondary data were collected from reliable sources that use demographic and industry
data to support market analysis such as BPS and industry publications. These secondary data support
the conclusion that establishing a footwear factory could grow further and proved to be feasible in the
future. The industry is projected to grow between 12% and 17% in 2025, according to Aprisindo and
Kontan, indicating both local and export demand are expected to rise.

4. Results and Discussion

4.1 Primary Data Insights

To gain insights about the current market state of the footwear industry, two interviews were
conducted, one from production and one from the distribution perspectives. The first interview was
with a manager of XYZ Ltd., a footwear factory in Benowo. According to the respondent, their main
customers are not individual customers but small distributors, who then sell the products to retailers.

They mainly produce plastic sandals, rubber sandals, and school shoes. The respondent states
that a customer’s sensitivity to price is quite significant due to intense competition, meaning that
flexibility in price is limited. As of 2025, the factory is experiencing a supply surplus because in the
last two years, 40-50 factories were estimated to be established hence why the market is producing
more than the demand request and prices are destroyed. To overcome this problem and stay relevant
in the market, the respondent states the importance of frequent creativity and innovation to create new
styles of footwear are needed, as well as reducing the price. Additionally, the manager claimed the
demand from this market is decreasing because of the weakening purchasing power. The value of the
rupiah against the US dollar has continued to significantly depreciate in recent months, especially at
the beginning of 2025. Achmad Nur Hidayat, an Economist and public policy observer at the XYZ,
revealed that domestic factors caused the rupiah depreciation to Rp17,261 per US dollar. Ultimately,
the purchasing power will also be affected by the depreciation and start to decline.

4.2 Secondary Data Insights

According to data from the Central Statistics Agency (BPS), on an annual basis, leather
goods, and footwear industry recorded the highest, double-digit growth of 10.15 percent in the third
quarter of 2024. This figure is also higher than the same period last year (third quarter of 2023), which
experienced a 2.96 percent contraction.
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2011 2012 2013 2014
Number of footwear consumed 10,900 10,735 11,751 11,754
by 10 biggest countries (in mil-
lion)
Number of total consumed (in 17.496 17,399 19,359 19,460
million)
Percentage of share for the 10 62.3% 61.7% 60.7% 60.4%

biggest consumer countries
Source: APICCAPS, taken from the Ministry of Labor Decree Number 112 of 2016

Table 1. Total Footwear Consumed by 10 Biggest Consumers and Total Footwears Consumed around
the World (in pairs)

Based on APICCAPS data, Indonesia ranked sixth in 2014, consuming 548 million pairs of
footwear, or 2.8% of total global footwear consumption. These high levels of the domestic and foreign
footwear industry. According to the Indonesian Footwear Association (Aprisindo), in 2012 Indonesian
labor costs per hour were higher than China, Vietnam, and Cambodia. Indonesian labor costs per hour
are $1,03 (Wicaksono, 2019).

According to the Indonesian Footwear Association (Aprisindo), Indonesian footwear industry
is expected to experience strong growth in 2025, with a projected increase of 12% to 17%, according
to Yoseph Billie Dosiwoda, Executive Director of the Indonesian Footwear Association (Aprisindo).
While challenges remain in the domestic market, optimism persists due to significant opportunities in
both local and export markets. This data suggests that the industry will undergo growth in demand.

The most recent census conducted by the Indonesian government states that the Indonesian
population in the year 2025 reached 281,6 million people. It has gone up 44,2 million since SP2010.
The increase in population is one of the factors affecting demand quantity. Due to its fashion features,
footwear consumption volume has increased as its lifecycle has shrunk. As a basic product, footwear
production and consumption will likely endure throughout human civilization. When population
growth and income increases, footwear consumption also increases. Over a five-year period
(2012-2016), footwear consumption has increased from two pairs to three pairs per capita
(Wicaksono, 2019).

To support the claim of declining purchasing power, Indonesia's 2024 economy as measured
by Gross Domestic Product (GDP) at current prices reached Rp22,139.0 trillion and GDP per capita
reached Rp78.6 million or USD4,960.3. The Gross Domestic Product per capita in Indonesia was last
recorded at 14470.44 US dollars in 2024, when adjusted by purchasing power parity (PPP). The GDP
per Capita, in Indonesia, when adjusted by Purchasing Power Parity is equivalent to 81 percent of the
world's average. Data suggests that even if average income is moderate, many Indonesian households
might have limited disposable income for non-essential goods like fashion footwear, especially in a
context of inflation.
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Graph 1. Indonesia GDP per capita PPP

80



THE 12 Proceeding
I C () E N e The 12" International Conference on Entrepreneurship
Thriving in Turbulence: How Entrepreneurs Navigate Disruptive Global Challenges

By combining primary data and secondary data collected of income and purchasing power
decline indicates reduced consumer budgets which leads to a reduction in demand for footwear.

4.3 Economic analysis

a. The other types of business that are currently operating in this district are ABC Ltd., DEF Ltd.,
MNO Ltd. These are all competitors and they give a negative impact to the business that we picked,
XYZ Ltd. since these competitors sell their sandals and shoes in a lower price, while the quality is
similar.

b. The three factors that determine the demand for sandals and shoes that we are analyzing in this
district is that it can be seasonal, such as during ramadhan season. The demand increases during this
season because people tend to buy new sandals or shoes for special occasions, since many people
have the urge to impress their friends and relatives during Ramadhan, and another example is during
back to school season, students also tend to buy new shoes, to increase their motivation to attend
school, to replace outgrown or worn out shoes. Another factor that determines the demand is tastes
and preferences on the sandals and shoes, since footwear are fashion, so it is very subjective, since
there will always be shifts in trends, so the style that falls out of trend may affect the decreasing
Demand, along with the last factor that affects the demand, which is price. From what we learned in
class, when the price increases, the demand will definitely decrease, also, the income level of people
also gives an impact to the purchasing power parity

c. There are two significant supply challenges in this industry regarding the product or service being
analyzed. One would be raw materials. Ethylene Vinyl Acetate, one of the materials necessary for the
making of sandals, can be collected only in South Korea. The second would be labor availability
because sandals are highly handcrafted. Even the processes that can be automated, such as attaching
the jibbits, assembling the sole, and joining the upper parts of the sandals, require skilled and trained
workers.

d. As noted during our discussions with XYZ Ltd., last year there were 30-40 new competitors
entering the footwear industry, creating a surplus. This was corroborated during the interview with the
sandals stores, where new manufacturers freely offer a full warranty on their products, along with
deferred payment options that extend up to a year.

e. The demand for the footwear product in this district is likely to be elastic. This means that
consumers are highly aware of changes in price, and even small increases can lead to noticeable drops
in sales. This is due to the high level of competition, substitutes and alternatives, as they have a free
will to switch to other suppliers.

f. Opening a footwear business in this district comes with important opportunity costs. Footwear
manufacturing has a high barrier to entry because it needs expensive machines, skilled workers, and a
complicated setup. These resources could instead be used in other businesses like retail shops, food
services, or online stores, which are often easier and cheaper to start. Also, since they are not the only
ones working in this industry, there is a lot of competition, which increases the risk and lowers the
potential profit, while other businesses that are easier to start may possibly give a better return.

5. Conclusion

Based on the primary and secondary data collected, the footwear industry in Benowo shows
potential for long-term growth, but is currently facing challenges. While demand for essential goods
such as everyday sandals and school shoes remain stable due to its population growth, the emergences
of around 40-50 new factories in recent years has made price competition more intense, urging XYZ
Ltd. to maintain competitive advantage by reducing costs and increasing pressure to create new styles
of products. Interviews with stakeholders of XYZ Ltd. revealed that consumer demand is sensitive to
price due to the weakened purchasing power. Seasonal demand further complicates production
planning and pricing. Benowo remains a strategic industrial area providing export opportunity, and
can achieve market equilibrium by balancing supply chain productions, pricing, and innovation.
Overall, while the industry is sustainable, its current condition faces an excess of production.
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