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The global fashion industry is worth around 1.5 trillion US dollar as of 2020 which is estimated to grow into 2.25billion dollar industry by 2025 (Global Fashion Industry Statistics, 2021). Like every other industry, the global fashion industry is affected by various forces across the world that shape the industry's function and profitability. The impact of COVID-19 has also given a big negative blow to the industry and many big players are still trying to adjust.  The fashion industry of the world operates in a specific environment. Factors from the environment greatly impact the fashion industry. These factors of the business environment include -economics, politics, legislation, technology, socio-culture and environmental factors Taking all these aspects into the consideration the report will be discussing the factors that shape the environment of the global fashion industry through a PESTEL analysis. 
Amid this situation, there are many challenges that the fashion industry faced. First, the lockdown situation restricted the product movement. Secondly opening the retail outlets without violating the safety rules a was a difficult challenge for many shop owners. However, even in this situation, there are many opportunities that many brands can capture. The shift of shopping behaviour from a psychical store to an online store is allowing selling products on an online platform through lowering the cost (America, 2021). 

[bookmark: _Toc67676709]Overview of the Fashion Industry
The global fashion industry is a multibillion-dollar industry that started its journey in the early 1900s along with industrialisation. After that, the industry started to grow rapidly as free sized readymade clothing were high in demand. In the current time, the industry is playing a vital role in the global economy as raw materials and finished products are moving across country boundaries (Jin and Cedrola, 2019). The product movement of the industry is mostly towards the developed countries like the United Kingdom, the United States of America, and the European Union where the high-income rate allows people to afford more fashionable dresses. At the same time, the products are produced in developing and underdeveloped countries like India, Bangladesh, Sri Lanka and China where millions of workers are employed due to this industry. Due to the supply chain of this industry, many types of businesses like cotton manufactures, coaching sheet manufacturer, garments, fashion houses and clothing relating businesses are flourishing. Brands like Harrods are operating with 1 million square feet retail outlets and making employments of around 4500 employees because of the promising business opportunity of this business (Creative, 2021).

[bookmark: _Toc67676710]Impact of COVID-19 Pandemic
Like many other industries around the world, the impact of COVID-19 is severe on the Fashion industry as well. The whole pandemic situation and lockdowns from the governments around the worlds had made the industry come to a point of standstill All the retail outlets were closed in the cities where lockdown was announced, garments were shut off to prevent contamination, the closedown of airports has stooped the flow of products around the world (Chakraborty and Biswas, 2020). Many homes operated small fashion businesses, mostly from Italy, suffered heavy losses. The giants of the fashion industry like Harrods, Gucci, Nike, Luis Vuitton, Zara, Blueberry, had to cancel or reduce many famous shows or exhibitions. These top brands suffered heavy losses due to the out of season unsold stocks which could not be sold at a discount without damaging the brand image. In a dire situation like this, the people of the supply chain of this industry had to face job cuts as well as shut down of many businesses for example millions of garment workers of Bangladesh faced job cuts, many garments had to close down due to heavy losses (ETRetail.com. 2021,). At the same time, many retail outlets of the famous brand were closed down as well to cut costs.
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The fashion industry of the world operates in a specific environment like every other industry of the world. Factors from the environment greatly impact the fashion industry both positively as well as negatively. These factors of the business environment include politics, legislation, technology, culture and so on (Kelly and Ashwin, 2013). Through a PESTEL analysis, the fashion industry of the world is analysed in the following section.
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The impact of the political factor in the fashion industry is great. Observing the political situation around the world it can be seen that the decisions of the government help to create a favourable situation for the industry. For example, duty-free entry zone for many countries like Bangladesh and India helped to grow the sector in those areas. The decisions of the government also harm the industry, for example, the Brexit situation has created an unfavourable situation for the United Kingdom fashion industry which used to import billion dollars fashion product from the European Union without any access fee. Now the industry will have to pay heavy import charges. At the same time operation of retail outlets of United Kingdom-based fashion brands in the European Union will be complicated as well as expensive.
Other than government decision, the political personals around the world are a group of social influencers whose clothing and style relies upon the significant message at the same time works as their identity (Insider Intelligence, 2021). Their style of dressing and clothes directly or indirectly influences the behaviour of the customers of the industry. That is why some political figure uses their signature like the queen of the United Kingdom as their political statement.
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Nations build up a successful industry in terms of the available resources and competitive advantage. The fashion industry around the world has built up based on the national advantages and resources of many countries. According to Peter’s diamond model factors of production, demand condition, related and supporting industries and firm, strategy, structure and rivalry which determines the national advantage based on which industries grows (Joshi and Dixit, 2011). In terms of factors of production countries like France, the United Kingdom and the United States of America provide famous brands and designers who create a new style and trend in the industry where countries like India, Bangladesh, China has cheap labour which is a crucial factor of production for the global industry. Since the dress is one of the basic needs of human the demand for the dress and related accessories will never reduce and the demand for high fashion clothing is growing along with people’s income. The help of numerous supporting industries like a fashion magazine, marketers, suppliers of raw materials, etc, and extreme competition among the global brands are helping the industry grow as well. 
The competitive scenario of the global fashion industry can be better understood with Porter’s five forces model. These five forces are rivalry among the existing firm, the threat of new entrants, threat of substitute, bargaining power of the customer and bargaining power of the suppliers. In the fashion industry the existing brands compete hard against each other to capture the market share so there is strong competition among the existing firms since the industry requires extreme differentiation and high investment the threat of new entrance is quite low, the threat of substitute exists within the industry like Prada shoes getting preferred over Nike shoes, the bargaining power of the supplier is low in the fashion industry since the value of the final product depends on the brand and bargaining power of the customer is low as well but brands seem to be focusing on more customer-oriented behaviour to attract and retain them.
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Figure 1: Porter’s Five Forces Model 
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In socio-cultural factors, there are people, social trend, culture, group of influencers, etc. When observed it can be seen that every culture and society have their fashion trend and style based on which the fashion industry of that grows (Mullins, 2016). The influence of western fashion in every nation has expanded the industry. With the help of many social sites of the internet, a bundle of social influencers like movie stars, pop idols, Instagram stars, YouTubers and so on are acting as a value network between the people and the industry through sharing and representing the fashions (Peppard and Rylander, 2014). Their outlook, dresses, styles are followed by the normal people ending up increasing the demand (Smith, Kendall, Knighton and Wright, 2018). For example, the famous Kardashians have created a new trend of makeup style which is being followed by people around the globe. 
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The rise of technology and its advancement are giving off a boost in the value chain of the fashion industry. By value chain, the set of activities that a firm goes through from sourcing to delivering the products is understood (Presutti, Jr. and Mawhinney, 2011). Due to the fast communication system brought by technology fashion industry can source raw materials from different parts of the world without travelling much and at a frequent rate. Technology helps to create an integrated network between the supplier, manufacturer and distributor which enhances the efficiency in product movement. At the same time technology has created a platform for buying and selling products online which has created many opportunities for small firms to grow. Aside from the value chain the use of technology and social media are helping to establish a strong brand image among the customers and enhanced the efficiency of promotional activities. Moreover, communication technology and social media also create many fashion trends which increases the demand factor for many products as well as creating a market for some products.
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The fashion industry is quite notorious for harming the environment. One of the main reasons for this negative impact is the life-cycle stage of the fashion product. The product life cycle stage includes introduction, growth, maturity and decline (Jamnia and Atua, 2020). The products of the fashion industry quickly shift from the introduction to the decline stage as most of the fashions are known as seasonal. This creates millions of tons of fashion waste around the world which causes several types of contamination (Mullins and Mclean, 2019). The dyes that are used in the fashion industry production process are harming the ecological balance of many water reservoirs. The fashion industry is also known for consuming a huge amount of energy and emissions of 10% of the world’s greenhouse gas per year. Because of all these the environmentalists are urging the industry to undertake a more eco-friendly and sustainable method of production and disposal of fashion products (Gwilt, Payne and Rüthschilling, 2020).
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The legal factor falls the rules and regulation of the government and their attitude towards the industry. The laws of many countries are designed to protect and nurture the fashion industry of that country especially the small industries which creates a favourable business environment. However, many strict legal requirements like sustainable modes of production and minimum wage scale are making the industries source materials and labour from other countries which stretches the supply chain of the industry.
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Due to the recent coronavirus situation, the whole world was affected by it. Lives were lost and industries are still facing a tough time. Amid this situation, there are many challenges that the fashion industry faced. First, all industry had a tough time maintaining their supply chain as the lockdown situation restricted the product movement. Secondly opening the retail outlets without violating the safety rules and reduce contamination in the physical store was a difficult challenge for many shop owners. With the decreasing sales and piled up out of season clothes many brands had trouble time dealing with extra inventory. However, even in this situation, there are many opportunities that many brands can capture. The shift of shopping behaviour from a psychical store to an online store is allowing selling products on an online platform through lowering the cost (America, 2021). The flow of finished product in the international market has increased from before which can be a great opportunity for brands to capture foreign market and intermediaries of the supply chain can have a great business opportunity (Mandal, 2020). The situation can better be understood with the help of a SWOT analysis on two famous international brand JC Penny and ZARA.


	Strengths
	Weaknesses

	JC Penny
· Diverse Product Line
· Customer Retention Policy
· Strong Legacy
	JC Penny
· Poor Financial Position
· Low Global Presence
· Low Market share

	ZARA
· First Mover Advantage
· Strong Supply Chain
· Design Team
· Online Conversion
	ZARA
· Fast-fashion Trend
· Greater Reliance on Physical Store
· Weak Geographical positioning

	Opportunities
	Threats

	JC Penny
· Capturing Disposable Customer Income
· Strategic Alliance or Takeover
· Increase Marketing Activities
	JC Penny 
· Lockdown and More Waves of COVID-19
· Bankruptcy
· Competition with Online Retailers

	ZARA
· Personalisation
· Eco-Friendliness
· Sympathising with Stakeholders
	ZARA
· Price War
· COVID-19
· Competition


Figure 2


From the SWOT analysis, it can be seen that both companies suffered a threat from the Covid-19 pandemic but ZARA countered it through using its strengths and opportunities like converting online, modifying the supply chain to reduce contamination, sympathising with the stakeholders with donations and contribution. On the other hands, JC Penny suffered a worse condition for loss of sales, weak financial condition and facing probable bankruptcy. The company failed as it was unable to make use of its strengths and opportunities as well as not making any timely changes
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Conclusion
 The global fashion industry has been growing up since the 1900s with a consistent demand for the products. Many factors of the business environment including political, social, technological, environmental, legal and economic factors. There are also many unforeseen events like the COVID-19 pandemic which are negatively impacting the industry. Even in the midst of all positive situations, the industry is going on without the possibility of losing the demand for both is luxury and regular products.
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