Crisis in Fashion Industry

SADRA SHARIATMADARI
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is any event that is going (or is expected) to lead to an
unstable and dangerous situation

affecting an individual, group, community, or

whole society.



CRISIS + Stress

Complex system



Seeger | Sellnow | Ulmer




Most of crisis created by MAN!






SINCE 1980

CRISIS MANAGEMENT
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uncertain

Global Fashion
2017

changing challenging

BoF-McKinsey Global Fashion Survey, 2016



"Terrorist attacks in
France, the Brexit vote
in the UK, and the
volatility of the Chinese
stock market have
created shocks to

the global economy.
Meanwhile, consumers
have become

more demanding,
more discerning,

and less predictable.”

MORE DEMANDING

MORE DISCERNING

LESS PREDICTABLE




BEFORE 2008 AFTER 2008

LESS DEMANDING MORE DEMANDING

LESS DISCERNING MORE DISCERNING

PREDICTABLE LESS PREDICTABLE




changes to their core operations—
from shortening the length of the
fashion cycle to integrating
sustainable innovation into their
core product design and
manufacturing processes—re-

evaluating the entire fashion system
itself.



BOERUM'S FARM TO CLOSET TRACEABILITY
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Become more transparent.



67 percent of the executives
surveyed reported that
conditions for the fashion
industry have worsened over
the past 12 months, a fact that
is clearly borne out in the
industry’s financial performance
this year.






But in spite of these and
other challenging
circumstances, fashion
remains one of the key
value-creating industries
for the world economy.



the biggest
winners will
be those
companies
with coherent
channel
strategies and
clear value
propositions.

coherent channel strategies

clear value propositions
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TRENDS THAT WILL DEFINE THE FASHION AGENDA IN 2017



GLOBAL ECONOMY

Age of
uncertainty

Geopolitical

and economic
instability
intensifies, raising
concerns about
the impact of
destabilising forces
such as terrorism,
growing volatility
and uncertainty
on the fashion
industry

19% 14%

Became Remained
Better the Same

67%
Became
Worse

67% of executives
believe that
economy will
worsen in 2016

China
interrupted

Chinese growth
hits a soft patch:
a stock market
dip and real
estate concerns
have decelerated
chinese growth,
and shifted
attention to India,
Turkey, and other
high-growth
markets

" 2011-2015

Chinese GDP
continues to
slow-down
in2016

CONSUMER SHIFTS

Discount
culture

Promotions and
discounts are the
new normal:
Consumers have
come to expect
frequent
discounts and
promotions,
buying less and
less at full-price

Number of full-
price stores inthe
US and Canada
lower than
discount stores

Consumer
kinship

New customer
lifestyles come
into focus:
Emerging
consumer tribes
are driven

Digital
upgrade

The fashion
industry gets
more proficient
with the digital
realm: Digital
platforms and

by lisation,
inclusivity and
active lifestyles,
giving rise to
athleisure,
genderless,
plus-size and
modest wear
fashion

Growth of
sales in 2016

S 11.5%

fiiini
Athletic wear  Clothing
2016

More people
wearing casual
clothes - Growth
of sales of
sport-inspired
apparel 5x higher
than of general
Clothing in 2016

Str

become more
prevalent,
integrated and
sophisticated,
with e-commerce
rising, pure-play
brands emerging,
and brands
engaging with
consumers
through virtual
reality

12%

SHHHHEREEE

2010 2020

E-commerce
luxury fashion
sales will increase
fourfold from
2010 to 2020

THE FASHION SYSTEM

System
breakdown

Fashion’s fragile
system hits a
breakdown:

The fashion
industry faced a
year marked by a
low sales growth,
price volatility
and overstocking

2010 2016

Sales growth
lower today than
5 years ago - e.g.
Clothing y-o-y
growth:

1-2% in 2016

vs. 8% in 2011

Cost
cutting

It's getting harder
to reduce costs:
Sourcing won't
solve the cost
rroblem any
onger; more
companies are
turning to
restructuring,
job cuts, and even
store closures

2014

5m

Google results
“fashion restructuring”

Throughout the
year, major fashion
companies
announced
programmes to
reduce headcount,
close stores, and
review their
processes

Instant
gratification

“See-now,
buy-now” adds
to channel
pressures:

New cycle models
are promising
immediate
consumer
gratification,
from off-the-
runway fashion
to instant
delivery

BUY
NOW

X

Lead time
reduction from 6
months to O.
Lead time from
catwalk to
shopping bag
eliminated

A creativity
crisis

The accelerated
pace of fashion
industry cycles
prompts a
creativity crisis:
More collections
and shorter design
cycles are leading
to high turnover
among creative
directors, and
putting strains

on the creative
process

~30

~30 high-profile
creative director
rotations

Responsible
innovation

Ethical innovation
offers a way forward:
Consumers and
brands have
prioritised
sustainable fashion,
which is
transforming
product design

and manufacturing

Emerging
Markets

65

percent

Mature
Market

32

percent

More than 65% of
emerging market
consumers
actively seek
sustainable fashion
versus 32% or

less in mature
markets



A creativity
crisis

09.

The accelerated
pace of fashion
industry cycles
prompts a
creativity crisis:
More collections
and shorter design
cycles are leading
to high turnover
among creative
directors, and
putting strains

on the creative
process
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~30

~30 high-profile
creative director
rotations




Retailer Manufacturer

Local Outside Iran B2B Retail approach

¢ Fashion Crisis coadl
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Financial Crisis
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Crisis

Time

Threats EX

Factors



Local retailer Study

Below coverage
Silence mode

- — Wrong Strate —
WEAKNESS & gy

Crisis

Product centric

Time

Reputation

Adaptation Threats EX Financial crisis
Marketing strategy Factors

PR New roles

Responsibility Fake products

Transparency Breaking News

Regulation

Bloggers



SoER — Wrong Strate —
WEAKNESS & &Y

Concept Product centric
|ldentity Wrong fight
Management team Wrong positioning
IT

HR

Design Threats EX

PR Factors
Production

Distributions
Regularity
Retail management

Time

Local manufacturer

Below | Over coverage
Place|Products| package | Promotion | PR

Crisis

Financial crisis
Positioning

Overseas competitors
Consumer’s behavior
Place | HR



Conls] oy ol ain, ldo Lo cans bl 51 G plas

—

GAP ANALYSIS



LOCAL
WEAKNESS

Adaptation
Marketing strategy
PR

Responsibility
Transparency
Regulation

Adaptation

VS

Local retailer Study

Standardization




Brand Localization is the process of adapting the business brand
that has been previously created into different languages to a
specific country or region.

GERMAN SWISS SCANDINAVIAN n. American French English Italian Spanish Greek Arab Persian Japanese Korean Chinese

- 00000000___0_0______"]
High Context Low Context



It is the second phase of a larger process of product translation and
cultural adaptation for specific countries, regions or groups to account for
differences in distinct markets, a process known as internationalization and
localization.



S pin 5L G gl peiS Casno v b puilel oo aigSs







Respectful

{ Its all about CUSTOMERS }



Weakness

No
transparency

Un Ethical

disrespectful

PR CRISIS

Less
Feeling

¥

Financial CRISIS




MAIN ATTACKS
FOR
Iranian Retailers

brain
shifting
Attacks

Local laws
Attacks




What’s the PR Crisis?
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Exploding

Recall
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Samsung note 7 exploding



Pepsi has pulled its
controversial Kendall
Jenner ad.
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"Pepsi was trying to project a global message of unity, peace and understanding.
Clearly we missed the mark, and we apologize," the company said in a statement.
"We did not intend to make light of any serious issue. We are removing the
content and halting any further rollout."

Pepsi (PEP) also apologized to Jenner herself for putting her "in this position."

http://money.cnn.com/2017/04/05
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http://money.cnn.com/quote/quote.html?symb=PEP&source=story_quote_link

TAKE ACTION ON
MAY 3 AT AN HEM
STORE NEAR YOU!
A4 SEIEARIS
years aftec HAM promised to PROMESE TO WRKERS

Ne. s
make [ts factorles safe. workers are still N
risking their Bves to sew HAM clothes. Nalﬂ‘m

YR
care about rec;minéclntnes A
mare than the people whe make them?

Take Action at H&M
on May 3: Demand
Safe Factories Now!

www.hmbrokenpromises.com
#hmbrokenpromises

AT 13% OF 'S TOP SUPPLIERS
GARMENT WORKERS RISK BEING
LOCKED INSIDE DURING A FIRE.

WWW.LABORRIGHTS . ORG/HMPETITION
#HMBROKENPROMISES

trenca

LES FROMESES

Take action on May 3!

H&M KEEP
YOUR N Rrokenoromis et
PROMISE
AND
MAKE
OUR
WORKPLACE
SAFE




{4 'S BREAKING ITS
PROMISE TO WORKERS
IN BANGLADESH

#HMbrokenpromises




theguardian

Home | UK | World | Sport | Football | Opinion | Culture | Economy  Lifestyle | Fashion | Environment | Tech | Travel | Money

Lindsay Poulton, Francesca Panetta, Jason Burke, David Levene and the Guardian Interactive team m
theguardian.com, Wednesday 16 April 2014 10.16 BST

shirt-
on-
your-

b a c k How did the clothes you're wearing getto you? We trace the human cost of the
Bangladeshi garment industry in video, wotds and pictures
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|

{3 Try Premium
Home My Network Jobs

for Free
sadra ( Sadraldin) shariatmadari

Find your next
opportunity

Update your profile

cedin.com/feed/update/um:li:activity:6261229257

LLL3£01

commentUrn=urn%3Ali%3Acomment%3A(activity%3A6261229257842847744%2C626975

2302941364224)%
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64 people from LC Waikiki
viewed your post

Along with people from Digikala.com and MTN
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Suggested for you to share

The globalist, moderate wing of the White
House doesn't stand a chance
Trending in the Marketing and Advertising industry

Share

14

629 people who have the title
Salesperson viewed your post

Along with people who have the title CEO

Executive Director and Software Developer

2nd+

China's Online TV Pushes Product

Placement to Crazy New Levels
Trending in the Marketing and Advertising
industry

Share

Q

Your biggest audience is from
Istanbul, Turkey

Along with people from Toronto, Canada Area and
Montreal, Canada Area

. Most of your views came from your
| 2nd+ degree network

Eurovision winner Salvador Sobral feted
in proud Portugal - BBC News

Trending in the Marketing and Advertising
industry

Share
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“It takes 20 years to build a reputation and five minutes to ruin it. If
you think about that, you’ll do things differently”

Warren Buffett




In the moment!
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People who don’t like you have the same tool!
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NEW COMPLEX

This phenomenon is enabling citizens to
Seize control of the narrative of many CRISIS




Fusilier Lee Rigby | London 2013




You’re seeing on TV what you’ve already read it on Twitter.

More complex than we think!

Asiana Flight No. 214 | Krista Seiden | OMG, A plane
just crashed at SFO on landing as I’'m boarding my plane

BREAKING NEWS

Plane Crashes While Landing
at San Francisco Airport
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NARRATIVE

( o ) ‘9) The Oxfords dictionary defines
0

narrative’ as “ a spoken or
written account of connected
events; a story”



Old role :
Golden Hour

Now
Just 1 Minute
Golden Minute
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Who is your narrator ? What is your narrative?

~

/



What can you say within 15 minutes?

Even at night!



“The public are much more reasonable l l

than the media”

Tony Blair
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Your first statement enables you to put your voice into the “Room” on social media.



We're getting reports of a serious
incident at our X factory. We are
urgently investigating and will comeback
with more information as soon as
possible. Our first priority at the
moment is for the safety and welfare of
our staff and the public.



The Crisis Timetable

Appearing on TV

15 30 60 90
p9s asile
pel et : o
ok We can confirm there has been a serious incident at our factory X....
Further information will be issued when it is available”
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Facts | What you know or what you do
Feeling | Statement for company value
or for those affected

Care | about every detail
Compassion | for those affected
Control | Crisis



Best Wishes
Sadra Shariatmadari
Magicidea.ir



