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Executive Summary
The knowledge, training and planning, execution and supervision as well as analysis of business enterprises considers as business management. In this report, critical analysis of fashion industry has explained. This report has explained the internal and external environment of the fashion industry by referencing H&M company – a popular fashion retailer based in Sweden. The company is popular for fast fashion clothing for men, women, children and operates over 74 countries. The competitive advantage of this company has analysed here by using Porter’s five forces model. 
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[bookmark: _Toc68117991]Introduction 
The fashion industry in the global market is dependent upon the ever-changing fashion trend that driven consumers to wear the latest fashion clothes and accessories. This project will explore the major forces that shaping the global business environment that changes the business model of various companies in the fashion industry. Therefore, in the context of international environmental analysis using PESTEL, here it will be applied relevant business models i.e., Porter’s five forces, value chain etc. The reasons behind the international trading of the companies in this industry will be identified here. Therefore, the market actions of the organisations understanding their micro and macro-economic foundations and the ways market structure influence the organisational strategies will be discussed here. 


[bookmark: _Toc68117992]


[image: A picture containing text

Description automatically generated]



a) Critically analyse the changes that the company have made in the last few years to their business model to self-regulate and adapt to some of the concerns raised by the different stakeholders above
It can be evaluated the strengths, weaknesses, opportunities and threats of fashion industries using the example of H&M.
Strengths
i. Fashion industry shares world’s largest economic part which is the strength of this industry. The customer base of this industry is very large compared to others. 
ii. This industry has the scope to attract all types of customers in both low- and high-income range by selling products at a reasonable price (Williams, 2019). There are various countries with different economic development, and the fashion industry can provide products according to the economic status of different countries. 
iii. As the fashion industry is dependent on market trend, it has the strength to acquire the market with trending fashion products. The fashion industry has the scope to change the product design in a very short time. 
For example, H&M has a unique identity due to having a wide range of products with reasonable price for all its customers.
Weaknesses 
i. There can be used unnecessary cost for various reasons in the fashion industry, which is the biggest weakness of this industry.
ii. In any region of the country there may have a lack of presence of skilled designers (Chavan, 2018).
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Opportunities 
i. There are many possible sources of raw materials that the fashion uses as its opportunity. The fashion industry can acquire the resources based on its requirement in various countries which is a big opportunity to implant the fashion businesses in new countries. 
ii. Government has invested in the newly accessible source of raw materials i.e., fabric or thread. Moreover, the newly green source of raw materials has also funded by the government of various countries that introduces sustainable natural fabric fibre. The fashion industry has the opportunity to use this to expand businesses. 
For example, H&M uses sustainable fabric as recycling material that has made the company unique in the fashion industry. 
Threats 
i. There is the threat of politics and the economy for the fashion industry. Political unrest in any area or region harms the resources of raw material supply. Along with this, economic downfall may lead to restricted consumer spending. 
ii. Labour market in various countries can be a threat to the industry. In the developing country, where cheap labour is often found, consumers have the desire to find out where the products manufactured and buy from there. 
There are some major forces that shape the business environment and change the business strategies based on these factors - 
Political factors
i. Taxation on exports and imports while trading internationally, the government has the ability to encourage the companies in the fashion industry to buy fabrics locally. 
ii. Several geographical events that happened in various countries can rock the fashion industry that derives the unexpected change in the fashion industry.
iii. Different political instability, terrorism, Brexit collectively increase the uncertainty of the global economy that impact the buying behaviour of the customers leads to impact the fashion industry (Frue, 2018).
iv. Ongoing political shifts in the UK and US have affected the fashion industry as it hampers the confidence level of the customers due to political instability.
Economic factors 
i. Fashion industry is a very large part of the global economy, for this reason, the fashion industry is significantly affected by economic fluctuations in the global market. 
ii. When the recession takes place in any country that severely impacts the fashion industry due to slowing down the economy.
iii. Fashion industry itself influences the economy in a global context.
Social factors
i. Socio-cultural factors of various countries influence the fashion industry while introducing new fashion trend.
ii. Demand for particular fashion products influenced by the culture of country people. The fashion dealing organisations operate in that particular country has to focus on that particular culture and make the fashion product accordingly.
iii. People in the global market has a trend to buy the fashionable product with low price without compromising the quality. This influences the fashion industry to produce fashionable products using modern technologies that reduce labour cost along with the price of the products. 
Technological factors
i. Globalisation, information technology, internet highly influence organisations in the fashion industry. For example, H&M focuses on new technology operating model that significantly helps the company to operate in the global market.
ii. Today people like to purchase online using technology and like to make choices after researching everything online. This influences the fashion industry i.e., H&M also has to create their online buying options other than physical stores. 
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Environmental factors
i. Fashion brands that operate globally are careful about their carbon footprint and try to introduce themselves as more environmentally friendly brands (Kozlowski, 2012).
ii. Organisations in the fashion industry invest in environmental issues to sustain their brand in the global market. For example, H&M collaborated with some NGOs and partnered for water stewardship. 
Legal factors
i. Following several rules and regulations set the ethics for the organisations in the fashion industry. 
ii. Labour laws, low wages act, environmental laws and other common laws applicable for the organisations in the fashion industry. 
iii. Laws regarding international trade also impact the fashion industry while trading internationally. For example, the regulatory policies of every country impact H&M while dealing in the global context. 

Major changes based on the above factors in the fashion industry 
With the reference of H&M, it can be introduced some major changes in the fashion industry in the last few years. The stakeholders in the fashion industry are the workers, suppliers, the community they serving, policymakers, industry peers etc. H&M has made the changes for these all stakeholders that help them to regulate their work in the global market.
i. H&M has rolled out a new transparency tool during 2019 in their online stores by using advanced technology that allows its customers to track their purchase to the factory where they are making it. 
ii. 57% of the materials that H&M uses for producing fashion clothes are recycled or can be sourced for other sustainable materials.
iii. The company has reduced carbon emissions from their own operations and is trying to achieve a positive value chain by 2040. 
iv. They have a plan to develop a new water roadmap for their supply chain by 2022. 
v. In the year 2018, H&M has launched AFOUND – a brand with the aim of giving new life to the unsold products (H&M, 2018).
vi. The company has made the strategy to provide fashionable products with the best price in a sustainable way for today, tomorrow and in the future (H&M, 2019). 
vii. The company has collected 20,649 tonnes of textiles for recycling and reuse through their garment collecting initiative.  
viii. every day the company needs to interact with the external world in different situations. They following their unique way to interact with their customers, suppliers, business partners and other stakeholders as well (Robertson, 2020). 

[bookmark: _Toc68117993]b) Critically explain if these changes have/will give the company some form of competitive advantage position and provide any relevant recommendations to the management of this organisation
Competitive advantage refers to the factors that the company uses to stand them unique with better services or goods and cheaper than others of its rivals (TWIN, 2021). According to Porter’s model of competitive advantages consists of five forces that indicate the competitive position of the company, where it will be discussed the position of H&M –




[image: ]




Figure: Porter’s 
Five forces
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Supplier’s power: Resources is the base of competitive advantage. H&M does not have its own factories, for this reason, it produces over 850 independent suppliers in the Asian and European countries. H&M has made the strategy to build production offices close to the suppliers that help to create a closer relationship with suppliers leads to improve working conditions and standards (Manrique, 2015). The products manufactured from the stores directly deliver to the logistic centres and distributed to the stores in the local areas of the associated country. It indicates that H&M has a strong supplier power that helps the company to stay in the market with a competitive advantage compared to others.
Buyer’s power: The buyer's power to make the price down refers to the bargaining power of buyers. In the case of H&M, the company has set the strategies that establish low-price fashion clothes without compromising quality (H&M, 2019). With low-cost production and with the less-selling cost, H&M able to attract people with different income level and it does not require bargaining as well. Their low price and quality products have made a loyal customer base in different countries. 
Competitive rivalry: H&M has several well-established competitors who also dealing globally with quality products at low price. There are various brands trying to make a loyal customer base in the market. Competitive rivalry is high being a fast-fashion retailer and all have good brand value. There are many competitors of H&M i.e., Zara, Uniqlo, ASOS, American Eagle Outfitters etc. Using supply chain and technology, H&M has made its competitive advantage in terms of providing fashion clothes with recycling materials. Moreover, the business model of H&M creates the value of customers by offering fashion with the best quality. 
The threat of substitution: As the company producing fashionable clothes, there is a number of companies that also producing more fashionable clothes at a reasonable price. Henceforth, there is the threat of substitute products that may harm the company’s competitive value. However, H&M outperform than its competitors by providing various range of products with low price. Though, there is the threat of competitors in the fashion industry that H&M cannot avoid as well. 
The threat of new entry: The fashion industry is a large industry that produces new businesses every now and then. There can be the new entry with new products that can harm the businesses of H&M. Though, the company has a strong brand image that will sustain its business in the market. Being an international fashion retailer, the company can face new entry in foreign countries that can provide local products which might have low prices. Henceforth, there is always have the threat of new entry. 

[image: A person with long blonde hair

Description automatically generated with low confidence]

Source:flickr.com

Recommendation 
Being a brand in the fashion industry, H&M is recommended to establish its own factories that might be cost-effective for the company. The company can establish its business in the countries where the market is developing. In the developing market in a developing country, there is more disposable cash that may increase its business in those countries. In order to reduce the threat of substitute products in the market, the company can use patents of their products that will ensure that their products are not being copied. They should promote their uniqueness in the market using various marketing strategies. In order to reduce the threat of new entries the company can use its brand image and can produce more unique products. 




[bookmark: _Toc68117994]Conclusion 
The fashion industry in the global market is a large industry that holds a number of large organisations. This project has described the major forces that shaping the global business environment that changes the business model of various companies in the fashion industry. Therefore, in the context of international environmental analysis using PESTEL, here it will be applied relevant business models i.e., Porter’s five forces, value chain etc. The reasons behind the international trading of the companies in this industry have identified here. Therefore, the market actions of the organisations understanding their micro and macro-economic foundations and the ways market structure influence the organisational strategies have discussed here. 
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