







Essay: Environmental Analysis of the fashion industry
              /Assessment 1/









Student Name: Rumyana Stoyanova Rekarska
Student №: 2008344
Module Name: The Global Business Environment
Module Code: LCCB4005
Lecturer’s Name: Dr Mushfiqur Rahman
Table of Contents
Executive summary	2
Pandemic and Fashion Industry	3
1.	Introduction	3
2.	Impact of the pandemic and explaining the major forces that have shaped the business environment of the fashion industry.	3
3. PESTEL ANALYSIS	4
3.1. POLITICAL	4
3.2. ECONOMIC	4
3.3. SOCIAL	4
3.4. TECHNOLOGY	5
3.5. LEGAL	5
3.6. EVIRONMENT	5
4.	Leading challenges and opportunities	5
5.	Conclusion	8
6.	References	8
7.	Appendix	12
7.1.	Appendix 1	12
7.2.	Appendix 2	13
7.3.	Appendix 3	13
7.4.	Appendix 4	14
7.5.	Appendix 5	15
7.6.	Appendix 6	15
7.8.	Appendix 8	16
7.9.	Appendix 9	16
7.10.	Appendix 10	17
7.11.	Appendix 11	17
7.12.	Appendix 12	17
7.13.	Appendix 13	18
7.14.	Appendix 14	18








[bookmark: _Toc68460732][bookmark: _Toc70463648]Executive summary

       The effect of Covid-19 shakes all the world, the problems that it entails affect on global economic growth and cause over thousand company's normal business activities to be interrupted. This paper, it focusses on analyse, on different segment looking for potential connection changing the microclimate of the fashion industry. As a tool a PESTEL analysis, research will be used to point the main aspect of Covid-19. The first part discusses the pandemic's effect on global production, as well as related policies and sustainability concerns and its most relevant market trends. Following that, it focuses on technology also creativity as facilitators for integrating improving producers into global supply chains, as well as a critical component of the global reaction to changes developments and economic problems. Reunion and incorporation of developing-country producers into global supply chains, as well as a core component of the global response to the ongoing changes and economic crises. In addition, it points the effect of the COVID-19 crisis on e-commerce as the recent increase in digitalization. Finally, driven by the growing severity of the pandemic, we will focus on the challenges and opportunities that the crisis brings and that fashion players are facing.
[bookmark: _Toc68460733][bookmark: _Toc70463649]Pandemic and Fashion Industry
1. [bookmark: _Toc70463650]Introduction
       Coronavirus pandemic 2019 (COVID-19) is the one that was reported by health officials in Wuhan City, in December 2019. Since then, more than 145 million cases have been recorded worldwide, and the disease has expanded to more than 114 countries across the globe, resulting in over 3 million deaths, based on the current International Health Organization. (WHO, 2021).
[bookmark: _Toc70463651]       The invasion of the coronavirus has a major effect on the world economy. From January to March 2020, the average market valuation of apparel, apparel, and luxury companies fell nearly forty percent — a far more drastic drop than the overall stock market. (McKinsey, 2020). The fashion market is huge and unpredictable, where macroeconomic, technological, and even social forces influencing the anticipated results of its evolutionary journey. Appendix 1. The fashion industry has passed through significant changes. As a result, differences in the stability of several geographical markets that are supposed to see growth although decline. The microeconomic situation becomes difficult to be navigated, and players discover that their path to value development is either uncertain or demands high levels of investment.
2. [bookmark: _Toc70463652]Impact of the pandemic and explaining the major forces that have shaped the business environment of the fashion industry. 
       According to industry research undertaken by major multinational consulting firms such as McKinsey, Deloitte, and Boston Consulting Company, fashion players from all over the world are characterised by dynamic competitiveness, rapid change, and the ambiguity. The situation become very unpredictable and complicate. Considering this pandemic condition, three main business transformation trends arise to be considered: digitization of operations, driving profits, and a focus on long-term sustainability. Appendix 2.
[bookmark: _Hlk70423748]       According to McKinsey's annual report, which recognises the industry's tree major set of trends, the fashion sector in 2020 was projected to be marked by a dramatic change toward increasing digitalization of operations and sustainability-related practises (McKinsey, 2020). This first range of trends results from the overall macroeconomic direction. The article demonstrated two key developments in terms of the global economy: "on top of the situation" and "outside of China" (Business of Fashion, McKinsey, 2020). The second set of trends is concerned with what companies are doing in the fashion industry, the challenges that companies face, and the inventions that are available. “Materials revolution,” characterised by high rates of investment in change of re-engineered fibres, and the integration of artificial intelligence into fabrics and clothing (Andersen, et al. 2019). The third set of trends supposed to be more focused on the individual and results from improvements in market attitudes, beliefs, and habits. Consumer understanding of sustainability is growing, particularly among the younger generation, who are beginning to value interactions over product characteristics (Todeschini, et al. 2017). 
[bookmark: _Toc70463653]3. PESTEL ANALYSIS
[bookmark: _Toc70463654]3.1. POLITICAL
The global fashion industry is affected as a result of the governments' decisions to close factories, as well as shop have limited in-person shopping.  (Gov. UK, 2021). Consumers' rights to security have considered as an important factor and market demand has rapidly decreased. (McKinsey, 2020). In addition, the decision by the United Kingdom to leave the European Union has raised concerns about potential trade restrictions in Europe (British Fashion Council, 2019). Appendix 3. 
[bookmark: _Toc70463655]3.2. ECONOMIC
The COVID-19 pandemic has posed a serious effect on economic growth that seems to have surpassed that of the 2008–2009 financial crisis. Global industrial production decreased by nearly six percent in the first early 2020s compared to the same quarter the prior year, with a more drastic decrease of more than eleven percent in the second half of 2020. (UNCTAD, 2020). Appendix 4.
The pandemic's disruption of international trade has a significant negative effect, with the availability of raw materials, parts, and thread significantly disrupted and the ability to export finished products severely restricted. (UK Parliament, 2021). Appendix 5
 There is a lot of confusion in the UK's business markets and among investors as a result of the UK's departure from the EU. The COVID-19 pandemic has influenced foreign direct investment (FDI) in 2020 (UNCTAD, 2020). Although, some investment spending remains (for example, project fixed operating costs), while others are stopped, the future is already negative, with even more declines expected in 2021. Appendix 6.
The pandemic of COVID-19 has exacerbated market vulnerability and increased reliance on online shopping. Since physical stores are closed, brands and suppliers note a significant drop in sales and cash reserves. Appendix 7.
[bookmark: _Toc70463656]3.3. SOCIAL
Due to quarantines or employees opting out consumer interest in the apparel industry is low, resulting in fewer orders and lower profits in addition, pandemic is supposed to induce a temporary staff shortages as more people become sick. More than 70% of Global consumers plan to cut their clothes expenses sharply (McKinsey, 2020). Appendix 8.
[bookmark: _Toc70463657]3.4. TECHNOLOGY
The e-commerce side of the fashion retail is under development, but there is expected a huge change towards digital shopping at retail stores closed their doors and this trend is likely to continue post-pandemic. Perspective mode, players are looking for opportunities to use modern technology and to transform their way of doing business. Appendix 9.
[bookmark: _Toc70463658]3.5. LEGAL 
Per year, the nationwide minimum wage and income scales increase. This raises questions about the impact on nations, as the majority of them were imposed by the EU since foreign companies regulate revenues. Retailers should pay special attention to the modern slavery act. Furthermore, customs barriers and prohibitions on such items limited the opportunity to export merchandise (UNCTAD, 2020).  Appendix 10
[bookmark: _Toc70463659]3.6. EVIRONMENT
Protection regulators and policymakers, as well as foreign bodies like the International Association of Securities Commissions and the United Nations' Sustainable Stock Markets Program, are all calling for the convergence of environmental, socioeconomic, and governance activities. (UNCTAD, 2020). As PPE garments are the key priority, environment, safety seems to be a major concern unless simultaneously with this more attention is taking it into account with the rise of environmentally and ethically aware shoppers. Appendix 11.
4. [bookmark: _Toc70463660]Leading challenges and opportunities
The fashion industry's stabilization is dependent on how rapidly companies respond to the current economic situation. According to the announcement in the “CEO Agenda 2020 – Covid-19 Edition” (Global Fashion Agenda, 2020), fashion executives must concentrate their resources on new opportunities that will enable them to restore a resilient and sustainable fashion industry. Digitalization Innovation, stronger management of the total supply chain and increased degree of openness. Investing in strategic partnerships brands will probably thrive and respond to the upcoming fashion market routine and take advantage of the chance to fully reform the sector and meet new customers' demands and values (Luxury London, 2021). The pandemic has also aided the development of these trends by allowing the industry to make a digital change, as well as a season-free layout and consumer innovation.
       The digitalisation will still have a key role to play even though the business and processes of the corporation is slower than that perceived by customers. The pandemic causes mode players such as Dior, Burberry, YSL, Gucci and many other to rethink digital B2B activities (Luxury London, 2021). For instance, After the outbreak of Covid-19, transfer on the many e-commerce websites such as Taobao, Zalando, even Tik Toks has risen year over year. The importance of digital channels has been reinforced more than ever before, and lockdowns have risen digital as an immediate priority across the whole production chain, but only if they continue to boost digitalisation. The focus now is turn most than ever on the consumer (Forbes, Magnusdottir, 2020) who will continue to demand more in these times, and marketers must respond quickly to meet their expectations.
        For some countries, such as China, are returning from the epidemic, the pandemic is worsening in all the world and it has increased existing inequalities. The coronavirus evolution has reoriented emphasis on textile workers in Leicester, where slavery has been known for years ang garment workers are forced to work through the lockout, bringing elevated levels of infection. In other part of the world Garment staff in Bangladesh, Cambodia, India, Ethiopia, Central South America and many others have suffered financial disrupt and deprivation due to the cancellation of over twenty billion in orders by major fashion retailers during the lockout (Bramley, 2021). Appendix 12
       The world more than ever needs to move to fair collaborations with vendors and change the format of the supplier relationships. Several companies in this sector have signed global framework agreements with Industry ALL and UNI Global Union, which offer a framework for collaboration during difficult times and will serve as a model for a long-term, inclusive recovery (Russel, 2020). Appendix 13
Collaboration is important not only across a single company and its own network, but also through all fashion participants, including other rivals, in order to exchange data and experiences and develop new sustainability standards. The industry will potentially see the kinds of partnerships between brands and distributors changing in the next few years China as still a major producer of fashion products on a global scale, had now been a major customer of the industry. Appendix 14
[bookmark: _Hlk68373290]      Local production, on the other hand, is not without challenge. Design shows and fashion seasons were completely omitted from the first months of the 2020 fashion calendar due to the pandemic outbreak (Business of Fashion, McKinsey, 2020). Because of fast transition, clothing collections' lifecycles are always short (as perishable goods), and their commercialization is characterised by high seasonal peaks. Textile logistics, in this context, is distinguished by limited inventories and fast distribution periods.  If apparel companies do not neglect the opportunity to change and develop their markets, their sustainability can take the place of overproduction (McKinsey, 2020). As consequence arises opportunity to big Discount Mindset and persist challenging to attract future customer. To exemplify this, we cannot miss to mention how fashion retailer Next lower the volume despite online sales and click and collect services as opposed to Asos and Boohoo which boost their sales with 40 % in 2020 (Rigby, 2021). Consumers and, increasingly, investors tend to trust firms that treat their workers and the environment fairly. Moreover, the value tends to improve partnerships, increasing resilience and openness.
Armani sees the pandemic's crisis as an opportunity for fashion to reshape collections for seasons and slower production boosting their potential for valuable stakeholder relationships and on demand production. Also, during the crisis, many luxury designers reshaped their corporate models, reorganised their processes, and polish their consumer propositions.  However, all the incumbent fashion players have a lot of work to do in this direction. (McKinsey, 2020) 
      Fashion industry scaling new market models to fix the challenges associated with market stagnation. Many businesses are repurposing their clothing and cloth manufacturing facilities to make face masks and other personal protection equipment (PPE) such as Prada, Gucci and many other (Friedman, 2021). The fashion industry responds to the demand for masks and safety gear to counter Covid-19.
      Nike has announced an expansion in their online marketing and has increased investment in more promising locations, that unfortunately will result in shop job losses.  Zara announced plans to close 1,200 stores over the next two years and invest €2.7 billion in online in-store. (McKinsey, 2021) By comparison some refuse to invest in online platforms such as Primark, Oasis and many others (Rigby, 2021). 
Companies who are agile face high levels of fluctuation, as well as early movers who focus on increasing earnings and maximising competitiveness. Opportunities for apparel businesses occurs for those who are willing to become more resilient and take strategic steps. The lockdown also offers an incentive to streamline or restructure processes at different levels. As it has provided enough opportunities for the management team to discuss and schedule functions or events that include restructuring, as well as develop new skills and prepare for the anticipated.
      Transform management, creativity, external focus, teamwork, influence, and inspiration must all be evaluated and infused in key management leaders in order to deal with difficult times and above. Lockdown allows the company's management to dedicate more time to executive education. While some prudent management was able to prosper due to a lack of constant supervision, most firms, such as Harrods and Selfridges, were unable to adapt to dramatic market shifts (Jahshan, 2020). 
        Companies who survive the ongoing crisis have an opportunity to made swift and prudent decisions to stabilise their core business before searching for new markets, lucrative prospects, and future growth channels in this quickly evolving global fashion sector. When the problems that fashion firms experience in handling and regulating complex and global supply chains has paired with the goals of reducing costs and rising profits, become even more difficult to overcome (Cernansky, 2020). Although basically these priorities are important for corporations to generate higher earnings, higher income for shareholders, and economic growth. But despite the current negative circumstances, there are some positive aspects and trends that everyone needs to address and explore. The pandemic is a complicated opportunity that must be chased and tamed.
5. [bookmark: _Toc70463661]Conclusion
      The crisis has shaken the poor, empower the stronger, and hasten the collapse of businesses that were still challenging before pandemic, resulting in large waves of restructuring, mergers acquisitions, and insolvencies. Some apparel companies have faced more challenges than others. The fast-paced nature of the apparel industry has places brands under continuous pressure to react rapidly, striving the value of business decisions and prioritising financial results over long-term sustainability targets. Companies have had the opportunity to respond to the new business climate and protect their prospects by assessing new change and acquisition opportunities to improve their foundational and massive loss created by the complicated reorganisation.
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7. [bookmark: _Toc70463666]Appendix 
7.1. [bookmark: _Toc70463667]Appendix 1
 Economic forecasting has been difficult due to the uncertainties surrounding the pandemic's distribution and period. Nevertheless, many major organisations expect global GDP growth of 2% to -8 from -10%. No government or company may foresee the policy assistance or cash padding that would be needed to get through the crisis. The World Bank and the International Monetary Fund (IMF), two of the world's most reputable organisations, have issued global growth projections for 2021 (WTO, 2021).
Source: WTO April 8, 2020  





 Source: UNCTAD (2020). Note: Calculations for country aggregates are based on GDP at constant 2015 dollars a Forecasts



Source: UNCTAD (2020).
7.2. [bookmark: _Toc70463668]Appendix 2
Trends have arisen with increasing intensity in recent years. And if things have improved, the fashion industry is still not be able to be enough sustainable.



7.3. [bookmark: _Toc70463669]Appendix 3
Multinational enterprises are significant portion of the world economy about 80% of global trade is attributed to international production networks (UNCTAD, 2020). Manufacturing in the United Kingdom remains costly to run, but the idea of shifting to other parts of the world can now be placed on hold as a result of the vote to exit the EU.  The pandemic has shown to have an aggravate effect on UK consumer goods trade. The effect of the pandemic on the UK Fashion and Textile Association (UKFT) has been compounded by the common use of on demand business models, (House of Commons International Trade Committee, 2020).
7.4. [bookmark: _Toc70463670]Appendix 4


UNCTAD forecasts a 4.3 percent drop in GDP in 2020, with a worldwide rebound of over four percent in 2021. In 2021, developing companies are required to be more influenced than evolving regions with +3.1% compared to +5.7% for 2020 (UNCTAD, 2020). Figure 2


 In the first third of March 2020 according to a McKinsey report based on Capital IQ statistics, the estimated market capitalization of apparel, fashion, and leisure companies has declined nearly forty percent, which seems to be a much greater downturn than the overall stock market .For example, the LVMH company reported a 20% only decline in first-quarter sales of 2020 (Vogue Company, Guilbault, 2020). To date, 959 factories have registered production disturbances related to the COVID 19 situation, totalling 826.42 million products valued USD 2.67 billion in cancelled and stalled export orders (FWF, 2020). According to Stephen Phipson, Chief Executive of Make UK, the national manufacturers' organisation, stated that about 50% of factories are experiencing substantial declines in economic performance, but more interesting is that about 80% are saying their export orders in a survey of his members (UK Parliament, 2021). Although the full scale of the pandemic's economic effect is still being calculated, it is obvious that it has created considerable economic damage in the UK and across the world.  
7.5. [bookmark: _Toc70463671]Appendix 5
Conversions of exchange rates are unpredictable, impacting agreements with suppliers. On the one part, market demand is a huge problem for the fashion business and the situation is complicated. The manufacturers, on the other part, are unable to get customer rates changed to accommodate the higher raw material costs (Economic Times, Raghuwanshi, 2020). It seems the point is centred on modelling of positive and negative scenarios.
7.6. [bookmark: _Toc70463672]Appendix 6
The reduction influenced all major categories of FDI

    7.7. Appendix 7
In order to lower levels of internet presence Many luxury companies have agreed to cancel nearly all orders, including those that are already being processed (Silver, 2020). Moreover, the Covid-19 pandemic has affected the fashion supply chain. Textile scarcity and order cancellations are among the manufacturing concerns, but manufacturers that planned ahead of time by importing fabrics and storing them in a warehouse would benefit from the pandemic [Roberts-Islam, 2020).
In Bangladesh and India, for example, more than seventy-two percent of customers stopped paying for raw resources already purchased by producers, and more than ninety-one percent of clothing brands declined to pay for the initial manufacturing costs already produced by suppliers. Furthermore, in the first months of the Covid-19 pandemic, there was a shortage of raw materials for apparel companies, and more than half of consumers did not pay orders due to delivery delays. (Raghuwanshi, 2020).
7.8. [bookmark: _Toc70463673]Appendix 8
 As a result, companies and governments would be under additional pressure to hire new employees. Because of many companies that cease operations, economic development is projected to slow. Moreover, the urban population and labour forces in some places do not wish to live on a reduced / basic income. The European Commission (Eurostat, 2021) warns that, as a result of the downturn of the manufacturing sector, skilled labour has declined and become more costly (Eurostat, 2021). In order to lower unit labour expenses, the apparel industry probably will seek to relocate garment production to low-cost industrial countries such as Bangladesh or Cambodia and others. Collaboration is important not only across a single company and its own network, but also through all fashion participants, including rivals, in order to exchange data and experiences and develop new sustainability standards (Russel, 2020). 
7.9. [bookmark: _Toc70463674]Appendix 9
To thrive, consumers need to use more services like online shopping, click and collect, and retailers needed to deliver digital solutions. (Accenture, 2020). Companies must continue to innovate since the window of opportunity could stay this time. Internet shopping is becoming more popular across elderly adults, not just those in their twenties and forties. Technology for analytics and purchasing experience must be enhanced. The apparel industry passes through a process of re - organization. This cycle would be marked not only with a significant drop in final market demand, but also by a drop in consumer spending (McKinsey, 2020).  More attention is paid to customers' simplicity of use of the platform including apps for using smartphones to order items. However, the most important issue in the daunting future will most likely be the confidentiality of data management and access privileges. Cyber - crime is spreading, posing a danger to cyber protection and organisational stability.
The change led by developments such as 3D printing, live streaming, remote sampling, virtual reality, and artificial intelligence Backward alignment, and operation semi-automation is the flexibility of the supply chains. Identifying and applying best practises will boost transparency and outcome orientation.
7.10. [bookmark: _Toc70463675]Appendix 10
More initiatives are required to enforce environmental legislation as a result of the pandemic. Their impact of shareholders seeking reforms in multinational corporations' governance and practises through their entire supply chains is also relevant to capital market regulators. Other governance reforms may be requested by shareholders, resulting in further corporate governance spill overs. Furthermore, although local companies create the large number of workers, many jobs are dependent on supply relationships formed with multinational corporations. (UNCTAD, 2020). Nevertheless, negotiated stability is needed during peak trading times. 
7.11. [bookmark: _Toc70463676]Appendix 11
 The fashion industry report (Global Fashion Agenda, 2019)  estimated that if the sector would not address the negative consequences of its new market strategy, the net benefit to the global climate and economy in 2030 may be in the range of 192 billion dollars. It is difficult to measure the financial value of such environmental impacts. The industry's expansion is expected to continue, suggesting the risk of disastrous effects.
Greenfield project announcements are put on hold. Many mergers and acquisitions are also temporarily halt or cancel (UNCTAD, 2020). However, economic sustainability has raised the cost of our products. These businesses must constantly rethink their models due to demands for reform brought about by trade liberalisation, increased market competition, customer trends, technical advancements, increases in manufacturing rates, and environmental concerns. 
7.12. [bookmark: _Toc70463677]Appendix 12
As a result, Bangladesh, which exports approximately eighty-five percent of its fashion products, it is probable the Asian nation most severely impacted by the disease epidemic.

 
       But there is still hope. Throughout the help of organisations like the Clean Clothes Movement, Labour Behind the Label, and Remake press the brands to pay factories for orders that were postponed. Nevertheless, many large companies have the opportunity to and agreed to pay for all orders that are either in processing or have been completed such as H&M, Inditex, Kiabi, PVH (with future compensation), Target, and VF. However, several other big consumers are yet to do so. Covid-19's effect on jobs and companies at the bottom of global textile supply chains has significant shifted. (WRC, 2021).
7.13. [bookmark: _Toc70463678]Appendix 13
The world's main international trade coalitions are made up of countries that share a territorial border and have chosen to collaborate with one another in order to secure regional economic development.


       They seek to create free trade zones and promote economic development in key areas. The EU and NAFTA vary in scale, complexity, reach, and implementation. The primary goal of NAFTA is to eliminate trade and investment barriers between Canada, Mexico, and the United States, while the primary goal of the EU is to establish a single European market by creating and enforcing rules that apply to all member countries, facilitating free movement of goods, people, and capital. (Gruszczynski, 2020).
7.14. [bookmark: _Toc70463679]Appendix 14

 
This figure depicts the major fashion exporters for whom the sector accounts for a large portion of their export earnings.
        As wages in China steadily increased and factories switched to higher-value commodities, countries with lower labour rates, such as Bangladesh, Pakistan, and Vietnam, began to lure industries to shift manufacturing away from China (McKinsey, 2020). What is interesting is that stakeholders now want to move their supply to others from China and what the experts expect thereof is to build manufacturing centres in nearshore markets which tend to be more massive and highly competent. Companies are particularly involved in nearshoring in order to meet a growing demand for wear and tear, closer to their residences and in reaction to locks around the globe.
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of greenfield projects were shelved. Similarly, many mergers and acquisitions were either

temporarily suspended or cancelled. Regulators in the United States and Europe reported
delays in approval processes for some planned mega-mergers (UNCTAD, 2020d).

Figure 1.9

20

Current
s1.6tilion

15

Trough atter
global financial crisis P
(2008/09): 81 2 triion 1

05

2015 2018 2019 2020 2021 2022

Source: UNCTAD (2020a).






image7.png
ill................u

R8RBRLER/R2°
Beyusniag

S

&

&
2

& &
¥ F

& & &
@6@ &

&

&

& &
&
ES

2 D@
& & & N
RO
B ‘f'&

& Share in total country exports





image8.png
Share in global real GDP (i

) = Other

27,

(:

= EU28

=RCEP =lndia = NAFTA

© 2021 S Marit

Souros: 4 Markt






image9.png
g

5
0

"y o 0
8 8 Q8K 28

a8ejuadiag

Wshare in global trade





image1.png
Prifysgol Cymru
Y Drindod Dewi Sant

University of Wales
Trinity Saint David





