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Executive Summary

The purpose of this report is to recommend sustainability initiatives that challenge three issues identified in Shein’s business model. The report aims to develop a strategic sustainability plan identifying unsustainable areas, though not exhaustive it addresses areas of immediate concern. 
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The former report explored current sustainable practices within e commerce retailer Shein. The Ultra-fast fashion retailer is based in Guangzhou China and currently valued at £100 billion.  The organisations main customer base is in Australia the US and Europe, although they ship to 220 countries. The average item of clothing costs just £7.90 (Jones , 2021).  Fast fashion as a collective industry appears to have no regulation with planned obsolescence in most of the clothes it produces, which are poor quality and approximately 87% end up at landfill or are incinerated. To give a perspective on the scale of the sector 7 billion people purchase over  100 billion garments yearly. This sector accounts for 9% of global greenhouse gases and with no current government regulations it is predicted that this will reach 25% by 2050. Synthetic textile production found in 60% of our clothing have contributed to microplastics in the food chain, with toxic chemical dyes polluting water courses (Fast fashion: why governments need to take action, 2022).
With new legislation developing continually in the countries that it trades with, it is crucial for Shein to take steps towards a more sustainable business model. The US one of Shein’s main consumers, have announced The Fashion Act, this innovative piece of legislation makes retailers accountable, supporting those already complying with sustainability and requires others to meet this standard creating a level playing field. If the bill is passed this will establish New York as the ethical leader in the fashion industry, forcing businesses to look at supply chains and current operations. (The Fashion Sustainability and social accountability Act, 2023).  Given a strong dominant market position Shein could be instrumental in collaborating to set new standards. 
Evidence has identified that despite Shein’s sustainability report and social impact report an unacceptable level of sustainability was present within operations. With the exploitation of both people and planet. This sustainability report sets out areas of business operations that could make a positive impact for the organisation and its stakeholders. Three areas have been identified as requiring immediate attention, the supply chain, Human resources, and marketing.
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Shein’s test and repeat model means that it keeps only a limited amount of stock, if the item doesn’t sell well it is discontinued. The organisation relies heavily on digital channels to discover real time trends, which it markets through brand campaigns and social media presence (Cuofano, 2022). Shein’s business model is displayed in image 1.
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Image 1 (Cuofano, 2022)
Shein claims that their business model which produces small numbers of clothing limits the impact on raw materials and the environment, with only popular products being mass produced. Even products produced on a small-scale amount for 35,000 items daily. Although evidence appears to support the continued negative impact that Shein’s business model has on natural capital, societies, and climate change. There is also the impact that the raw materials used in production have on the environment, The process of manufacturing virgin polyester for a year, account for around 700 million tons of CO2 and this is set to double in 2030. (Ferrer, 2022). Most of Shein’s clothes are made from manmade materials. As part of a new sustainability initiative the organisation should look at being part of the process for change. Shein should move from a linear model of production to a circular one, although this would involve changing materials as most fast fashion cannot be recycled, making a take back scheme impossible to implement at present. The Ellen McArthur foundation states that by moving to a circular business model, the clothing industry has an opportunity to be part of an economic opportunity worth $56 billion. (Foundation, 2023). Although, this would require a new textiles economy as displayed in image 2. 
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Image 2
Issues have developed within the existing supply chain and shows that the current model is not working on an ethical and sustainable basis. Shein currently have approximately twenty suppliers. Although, two independent audits were commissioned that found violations in two of Shein’s factories. Supply chains can be difficult to manage, an ongoing framework process with a strict code of conduct for suppliers is required. Transparency and regulation in relation to supply chains is the only way for organisation to have true accountability. Violations within the supply chain should be addressed head on within a sufficient time frame, a detailed plan and transparent independent auditing. In regard to the allegations of worker exploitation Shein has pledged $15 million over the next 3 to 4 years to improve the supply chain. The organisation had lost an important collaboration with Rolling Stones due to ethical violations.  (Webb, 2022) . Experts suggest that this pledge does little to address the imbalance in the  existing business model, with organisations looking for the cheapest labour and passing the responsibility onto third party suppliers. In order to meet sustainability targets and increase productivity, evidence suggests that applying new technologies and sustainable improvement strategies is evident in 45% of the most successful supply chains. Other competitors such as  H&M have proved to be profitable whilst meeting 7 sustainability commitments time, cost, quality, service, environment, resource, and people. (Li, Zhao, Shi, & Li, 2014). An example of a profitable business that has made a sustainable impact.  Shein should look to examples from competitors’ operations to increase brand reputation and improve the supply chain. The organisation should adopt global reporting to improve transparency and increase brand trust. Improving conditions in the supply chain will likely have a positive effect on aspects of Human Resources as the two are interlinked 
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Shein’s employees are part of the reason the organisation has become so successful. The garments are made solely by workers using sewing machines. The Workers produce vast amounts of clothing and can often be paid as little as 3p per garment. Evidence from both a Channel 4 documentary and Private Eye found poor working conditions were discovered in some of the factories. Employees were found to be working in excess of 75 hours per week, with one day off per month, no emergency exits within factories and bars on the windows. (Hazards magazine, 2021). One of the issues is that regulation differs throughout global value chains and standardisation needs to be implemented in order to avoid incidents such as the Rana plaza collapse, where 1,134 people lost their lives due to unsatisfactory conditions in the supply chain, it took such a tragedy to change the business operations of competitors such as Primark. The organisation was required to pay $ 9 million to workers and their dependants as well as a further $1million to the fund. (Reuters, 2014) The cost of fast fashion should never compromise the safety and wellbeing of the employees. Should such an incident occur this could be catastrophic for Shein given that the evidence is already apparent of poor working conditions, the organisation would be unlikely to recover. Shein needs to look closely at its organisational culture. “In a recent survey of Chinese workers, for example, respondents pointed to long work hours as one of three major reasons for health problems” (Nie et al, 2015). For the workforce to be sustainable Shein need to formulate an effective HR strategy that supports the workforce and contributes to a sustainable vision. The global compact offers a voluntary framework that Shein states they are a signatory, implementing the ten principles of the Un Global Compact and SDG’s. Displayed in Image 3.Though little information can be found on how the 10 goals are being addressed since 2021. 
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Image 3. (Shein, 2021)
The global compact academy offers support and training for both employers and employees. They state that “ They are the world’s largest corporate sustainability initiative, calling for organisations to align strategies with universal principles on human rights, labour and environment”. (United Nations, 2023). There are a number of comprehensive HR frameworks that Shein could implement.  Although Shein has a human resources department to oversee operations, it appears that this area is not as effective as it could be. The benefit of supporting the workforce can lead to increased profits through reduced absence and human error. Indeed “ Literature considers human resource management (HRM) as a key element of successful business model innovation since human factors are involved in the entire process of organizational innovation development” (Adam, 2018)
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Marketing is Shein’s dominant business tool, Public Eye proposes that dark patterns within the marketing manipulates consumers, modifying their purchasing environment and encouraging the linear mass consumption model (Private Eye, 2022) Image 4 displays the number of dark patterns within Shein’s current marketing strategy. 
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Image 4. (Private Eye, 2022)
Currently there is no legislation in China to address the issue of Dark patterns, though reforms are taking place within the advertising sector. This current form of marketing supports the existing linear business model but could be a catalyst for sustainable change given the popularity of both the app and the website. Marketing has been implicated for promoting over consumption and the take, make, waste model.  (Martin & Schouten, 2014) Shein has both the market position and tools to enact systemic change within the fast fashion industry. Shein also has the finances to change its business model and be a pioneer, but this must be a voluntary process. To embrace a circular model Shein must be prepared to focus on products that last, encouraging reuse and recycling. Development of innovative technologies is crucial for a manufacturing process that is more sustainable. (Nature, 2022). 
Cop 27 has introduced the Fashion Charter with a drive to reach net zero greenhouse gas emissions by 2030, Shein is not one of the signatories that have set targets towards this goal (United Nations, 2022).  Consumers will no doubt demand change from the fast fashion business model, looking to purchase resilient garments from a sustainable supplier. (United Nations, 2022). It is predicted at the end of the decade second hand items will overtake ultra-fast fashion. Consumers under the age of twenty-three are currently driving the second-hand shopping trend, with a survey finding that 90% look to second hand goods when money gets tight. (Ho, 2022).  This is a concern for Shein as this is one of their main demographics of consumers. In essence the fast fashion model by design is unsustainable as it relies heavily on consumption. “Fast fashion—low-cost clothing collections based on current, high-cost luxury fashion trends—is, by its very nature, a fast-response system that encourages disposability” (Joy et al, 2012). This brings into question the longevity of Shein should it keep operating using its current business model. Although the sustainability initiatives identified in the report go someway to addressing current issues, the nature of the fast fashion industry will make this difficult to implement. 
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Firstly, Shein needs to approach changes in a voluntary way as there is no current legislation to enforce change, Although the tide will likely turn and evidence has already shown collaborations pulling out due to ethical violations and a consumer shift to more ethical second-hand goods, Shein’s approach to sustainability needs to be multi-faceted from the use of new materials to innovations and developments in technology. 
Secondly, Shein needs to move away from the ideal that sustainability initiatives are not  currently enforced and get ahead of the curve in order to be truly sustainable. The pressing issue of climate change belongs to everyone. It will take a change in operations to tackle the global crisis and set the standard in the fast fashion industry. The organisation can utilise many tools and assist in meeting targets set at Cop27. 
Thirdly the workforce should be viewed as a precious commodity, it is the reason the organisation has reached the market position it occupies. Further investment into Human Resources should ensure a safe and thriving workforce, working safely and effectively. 
Lastly Shein has the finances and the marketing power to enact systemic change within the fashion business model. Sustainability will keep gathering momentum and consumers will demand more from their products. The fast fashion model may become unsustainable, the most successful organisations have a strategic plan and can adapt to change. The organisation could be a pioneer in using their popularity to make a lasting and profound change in the fashion industry, for people, communities, and the environment in which it operates.  
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The SHEIN Business Model In A Nutshell

SHEIN is an international B2C fast fashion eCommerce platform founded in 2008 by Chris Xu. The company
improved on the ultra-fast fashion model by leveraging real-time retail, which quickly turned fashion trends
in clothes' collections through its strong digital presence and successful branding campaigns.
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THE VISION OF A NEW TEXTILES
ECONOMY

Creating business models which are restorative and
regenerative.

The overarching vision of a new textiles economy is that it aligns with the
principles of a circular economy: one that is restorative and regenerative by
design and provides benefits for business, society, and the environment. In such
a system, clothes, textiles, and fibres are kept at their highest value during use
and re-enter the economy after use, never ending up as waste. A new textiles
economy is an attractive vision of a system that works

Realising this vision of a new global textiles system relies on three focus areas:

1. New business models that increase clothing use

2. Safe and renewable inputs

3. Solutions so used clothes are tumned into new
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The United Nations Sustainable Development Goals (SDGs) provide a
framework for our environmental sustainability and social impact strategy.
We support all 17 SDGs, which help guide our priorities and programs,

and which will guide our future goal setting and reporting.

We are a signatory to the United Nations Global Compact (UNGC) and

support the ten principles focused on human rights, labor, environment,

and anti-corruption.
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