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ABSTRACT 

 

 

This Thesis project focuses on the expansion of the American sustainable apparel company 

Everlane into the German market. Everlane’s business is built around offering affordable, 

fair-trade clothing for men and women in a classic style with a transparent pricing model 

(which is a key differentiator in the fashion industry). This project starts by identifying the 

business opportunity, provides an in-depth analysis of the macro and micro environment, the 

study of the German market, and the local consumer preferences. Finally, it offers an 

actionable entry strategy including the supply chain management, the human resources and 

marketing plan, Corporate Social Responsibility, and a Contingency section to account for 

the potential impact of the COVID-19 crisis on the internationalization plan.  

According to the research conducted during this project, the expansion of Everlane could be 

successful with a return on investment in Year 4.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



3 

 

ABSTRACT 

TABLE OF CONTENT 

 

1. Company background 

1.1 Introduction to Everlane 

1.2 Business Objectives 

1.2.1 Business Opportunity  

1.3 Mission, Vision, and Brand Value proposition  

 

2. Micro & Macro Environmental Analysis 

2.1 Micro Environment: Fashion Industry 

2.2 Sustainability in the Fashion Industry  

2.3 Competition 

2.4 CAGE Analysis 

2.5 Germany PESTEL Analysis  

2.6 Porter’s Five Forces Analysis - Fashion Industry in Germany 

2.7 SWOT Analysis 

2.8 VRIO Analysis 

 

3. Business Strategy & Processes   

3.1 Entry Mode 

3.2 Value Added 

3.3 Size of the market opportunity 

 

4. Supply Chain  

4.1 Sustainable Production and Circular Economy 

4.2 Supply Chain 

4.2.1 Supply Chain Transparency Act  

4.3 Aggregate Planning 

4.3.1 Customer Value & Aggregate Planning 

4.4 Reverse Logistics  

4.5 Distribution strategy 

              

5. Marketing Plan  

5.1 Market Segmentation and Target Audience Analysis 

5.2 “Radically Transparent” Marketing Mix  

5.3 Marketing & Communication Strategy for Germany 

 

6. Human Resources  

 

7. Everlane & Corporate Social Responsibility 

 

8. Financial Analysis  

8.1 Sales forecast  

8.2 Costs Forecast  



4 

8.3 Income Statement 

8.4 Cash-flow statement and funding  

 

9. Contingency Plan 

9.1 Impact of Covid-19 on the Fashion Industry 

9.2 Everlane expansion: alternative scenarios and crisis management 

9.3 Sensitivity Analysis 

 

10. Appendix  

11. References  

---------------------------------------------------------------------------------------------------------------- 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



5 

1. Company Background  

1.1 Introduction to Everlane 

In 2011, a young businessman from San Francisco Michael Preysman quit his job to start 

Everlane after he learned about the extravagant, and often inconsistent, markups on items 

throughout the fashion industry. The solution to him was cutting out the middleman through e-

commerce, and creating a company committed to “radical transparency” (Cody Nailor, 2019). 

The company has an estimated valuation as of 2019 of $40 million (Black, 2019). 

Headquartered in San Francisco, California, Everlane produces using sustainable methods, has 

four flagship stores in the U.S., and ships worldwide, targeting millennial consumers 

(Everlane.com, 2020). There are currently more than 80 million millennials in the United States 

responsible for approximately $600 billion in direct expenditure (Accenture, 2019). We chose 

this brand because we were interested in studying the business model and the success story of 

a fashion company with an honest and sustainable approach to production and selling. Everlane 

recognizes that nowadays customers seek transparency and took it to a whole other level: they 

disclose on their website exactly how much each product costs the company to produce 

(including the cost of labor, transport, and raw material) and what the margin is (typically 

around 2-3 times the cost of manufacturing, while traditional retailers operate on 7-8 times) 

(Everlane.com, 2020). Likewise, the company is transparent on where each item is produced 

— offering virtual tours of all its partnered suppliers (Business Insider, 2017). 

 

The factories around the world that Everlane has chosen to partner with have been carefully 

thought out to ensure the most ethical options are used. For example, MAS Holdings, one of 

the biggest garment production companies in Sri Lanka, produces Everlane’s entire underwear 

line.  MAS is unique in that the company has a robust worker education problem and that its 

workforce is largely female. They offer women’s health initiatives and financial planning 

training to all their workers. Everlane uses their Vendor Code of Conduct to ensure all suppliers 

are operating at the highest level of ethical standards. The Vendor Code of Conduct 

encompasses strict outlines which must be followed by all suppliers. These outlines include 

information on child labor, working hours, human trafficking, slavery, employee dormitories, 

disciplinary practices among others (Everlane.com, 2020). 

 

Although our initial idea was to expand Everlane to the European region, we settled for a 

specific country since we believe it would allow us to understand the market in greater detail 

and thus develop a more applicable strategy. Since the company’s focus is high on 

sustainability practices and the brand is built around the idea of conscious consumption, the 

Nordics seemed like the most appropriate fit in terms of both cultural, social and 

manufacturing/labor aspects. At first, we settled for Sweden. However, after some primary 

research and the initial academic feedback, we realized that due to strict industry regulations 

and the highly developed ‘sustainability mindset’ among Swedish customers, Everlane’s 

competitive advantage over existing brands would be minimal. Therefore, we chose Germany 

as the market to expand into. Germany has a lot of potential for developing this project which 

we have outlined in the section titled Micro & Macro Environmental Analysis.  
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1.2 Business Objectives  

Our main objective for this Master Thesis project is to develop a consistent and relevant 

internationalization plan that complies with the highest academic standards and would allow 

us to enhance our knowledge in the curricular disciplines studied during this program. The 

main reasons for the internationalization of Everlane into the German market includes an 

opportunity of business expansion into Europe through a prior pilot test in one selected 

market. The German expansion model provided in this paper shows the actions necessary to 

execute global operations of Everlane with resulting profits in year four of expansion.  

 

1.2.1 Business Opportunity  

Germany presents itself as an ideal setting for the expansion of Everlane to the European 

marketplace: it is one of the strongest economies being among the leading five countries in the 

world GDP ranking (Statista, 2019), it also provides a free market with regard to consumer 

goods and business services (Amadeo, 2019). In 2019, the German fashion industry generated 

a revenue of $19 billion with a strong focus on the e-commerce channel (the sector accounts 

for a 25% share of the entire German e-commerce market) (Statista Digital Market Outlook, 

2019). The total population of Germany in 2019 was 82.9 million making it the most populated 

country in the European Union (Plecher, 2019). Germans earn a higher than average wage 

compared to their European neighbors with an average annual income of €42,404 per year and 

therefore have a high purchasing power (WorldData, 2019). The average purchasing power per 

household is at €2.951 per month (Trading Economics, 2020). There is a growing market for 

brands dedicated to ecological and sustainable fashion with Berlin being one of the country’s 

hot-spots and home to over 20 sustainable fashion brands (Expansion.Eco, 2020). At the same 

time, in the wake of the climate change awareness, local consumers have started to shift 

preferences towards supporting more sustainable companies. As of 2019, 24.74 million 

Germans agreed that they would be willing to pay a higher price for sustainably produced 

clothing  (Statista, 2019).  

 

1.3 Mission and Vision 

Everlane’s mission statement is simple: “We believe we can all make a difference.” The 

company firmly believes that an ethical choice is the correct choice and that by committing to 

exceptional quality and ethical manufacturing they can transform how the fashion industry 

operates and the impact it has on the planet and society. Everlane’s vision is “Exceptional 

quality. Ethical factories. Radical transparency”, and the brand has successfully incorporated 

this message into its brand story, as well as its corporate communications and the content 

strategy (All Good Tales, 2020). Whether it is ensuring each factory is ethical and complies 

with strict audit requirements, or aiming to fully eliminate virgin plastic production from their 

manufacturing and operations; the brand translates these statements and values into tangible 

action plans. 

 

2. Micro & Macro Environmental Analysis 
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2.1  Macro Environment: Fashion Industry 

The State of Fashion 2019: an “Urgent Awakening of the Industry” 

By 2030, the global apparel and footwear industry is expected to grow to 102 million tonnes in 

volume and $3,3 trillion in value (Boston Consulting Group, 2018). The 2019 Pulse Score* 

shows that the fashion industry has improved its social and environmental performance in the 

past year, yet despite this improvement, it is still far from being sustainable. On average 10-

15% of the industry players have not yet launched any strategies or initiatives towards more 

responsible business practices (Global Fashion Agenda, 2019). The report’s findings 

demonstrate that fashion companies are not implementing alternative solutions fast enough to 

outweigh the negative environmental and social impacts of the fashion industry. It is the second 

largest polluter after the oil industry with some of the most damaging environmental impacts 

including the amount of litter that ends up in landfills, water pollution, and the negative impacts 

on human health. It is estimated that nearly 2,8 billion pounds of clothing purchased in America 

alone is sent to landfills as solid waste every year (Echeverri, 2019). The fashion industry 

represents 10% of all carbon emissions produced globally, which is larger than all international 

flights and maritime shipping emissions combined (McFall-Johnsen, 2019).  Every second, the 

equivalent of one garbage truck of textiles end up in the landfill or is burned, which, if not 

changed, will result in the fashion industry using up a quarter of the world's carbon budget by 

2050 (UN Environment, 2020). If the improvements are not accelerated, it is predicted that it 

will be impossible to achieve the United Nations Sustainable Development Goals or meet the 

Paris Agreement (Global Fashion Agenda, 2019).  

 

The consumer sentiment is also shifting. With different media outlets sharing the latest news 

on climate change and its impact, mentions of sustainability on social media increased a third 

faster than overall social media growth between 2015 and 2018. Awareness is highest among 

younger people, especially Millennials (Consumer sentiment survey conducted by Boston 

Consulting Group in March 2019 for the Pulse of the Fashion Industry Update). However, even 

though the survey found that for 7% of consumers sustainability is the key purchasing criteria, 

23% still prioritized high quality, 17% - looking successful and 16% - good value for money 

(Boston Consulting Group, 2019). Despite these statistics, young consumers nonetheless 

expect brands to be concerned about environmental, social and ethical issues. In order to win 

the new generations of customers, fashion companies around the world need to increasingly 

shift their strategies to digital-first, take an active stance on social issues and satisfy the 

consumer’s demand for transparency and sustainability (The Business of Fashion and 

McKinsey & Company, 2019). 

 

The reports also point out that fashion players will need to learn to navigate in times of 

uncertainty and economic volatility and enhance their productivity and resilience to face 

potential trade disruptions, growing competition and a global economic slowdown. It is 

important to state that most industry growth is predicted to be coming from the emerging 

markets in Asia and the luxury segment, while political and economic challenges within Latin 

America, the Middle East, Africa, and Russia will affect overall consumer spending. On a 
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global level polarization persists with 97% of economic profit coming from the top 20 

companies (The Business of Fashion and McKinsey & Company, 2019). In terms of Industry 

4.0 and the latest innovations, Artificial Intelligence (AI) and Data Science will continue to 

affect the retail sector both in internal processes (improving manufacturing, assortment 

curation and logistics/warehousing processes) and the interaction with the customer and their 

purchasing journey. The top investment priority for the retailers remains developing 

omnichannel capabilities (alongside investing in e-commerce and digital marketing) (The 

Business of Fashion and McKinsey & Company, 2019). 

-- 
*The Pulse Score is a global and holistic baseline of the sustainability management, target setting and implementation of sustainability initiatives of the fashion 

sector developed by Boston Consulting Group. It is based on the Sustainable Apparel Coalition’s (SAC) proprietary Higg Index and extends its scope to extrapolate 

its findings to the entire industry. 

**The Pulse Curve showcases a five-phase trajectory of the industry’s social and environmental performance, providing guidance for fashion companies as they 

assess their current standing, locate themselves against their peers and map out their next steps.  

 

2.2 Sustainability in the Fashion Industry  

In terms of sustainability trends, sustainable sourcing at scale is gaining importance for apparel 

companies. The areas where executives are planning to focus on in the upcoming years are 

sustainable materials, traceability and transparency, and supplier relationship. Another crucial 

area is material usage: synthetic materials such as polyester, acrylics, and nylon represent about 

60% of the clothing material worldwide and contribute up to 35% of the primary plastic that is 

polluting our oceans (OceanCleanWash, 2020). The fashion industry is responsible for the 1.4 

million trillion plastic fibers that end up in our food chain, and 20 percent of global wastewater 

(UN Environment, 2019). This sends a powerful message that an urgent material and 

production revolution is needed. A circular economy, recycling (up/downcycling) and organic 

material production could offer an alternative solution to avoid abusing raw materials. 

However, in order to scale these efforts and hold fashion companies accountable, the industry 

is still missing a shared set of compliance rules and standards (BCG, 2017). Meanwhile, the 

margin pressure in the economic downturn is making it crucial for apparel companies to 

improve the efficiency of end-to-end product development and sourcing processes. On the 

social spectrum, more companies will be embracing inclusivity in the workplace. Consumers 

now more than ever are demanding transparency on every aspect of the business operations, 

suggesting fashion companies will have to address the issue of unfair wages in the developing 

countries where most of the manufacturing is outsourced to (Achim Berg, 2019). Nevertheless, 

globally the sustainability ‘pulse’ of the fashion industry is still weak: on a scoring system 

developed by Boston Consulting Group and Global Fashion Agenda in 2017 the industry 

scored 32 out of 100 indicating it is ‘not yet where it could and should be’ (House of Commons, 

2019). 

 

2.3 Competition 

When assessing market attractiveness it is essential to look at the local competition and the 

brands currently operating in the sustainable fashion industry in Germany. Appendix 1 shows 

a full analysis of three local German brands claiming to be ethically produced and sustainable. 

Based on criteria including price range, business mission, in-store options versus online 
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options, and overall business transparency we have determined the local competition in 

Germany to be somewhat fierce. Each brand used in the competition comparison has some 

similar business objectives to Everlane, such as HUNDHUND offering transparent pricing 

(hundhund.com, 2020). However, Everlane does stand out by emphasizing business aspects 

from all three brands. Out of the three companies used in the comparison, Everlane is the only 

company which offers fully transparent pricing, owns and operates its own flagship stores, 

ships internationally, caters to the Millennial and Generation Z demographics, carries both 

female and male collections including shoes, and strives to be ethical and sustainable in every 

part of the production process. Everlane’s competitive advantage remains its ability to be 

transparently priced, ethically sourced while offering attractive, long-lasting fashion 

(Everlane.com, 2020).  

 

2.4 CAGE Analysis 

The CAGE analysis provides a comprehensive comparison of the 4 distances between 

Germany and the United States to highlight the similarities and the differences between them. 

As seen more in detail in Appendix 2, there is a substantial distance between Germany and the 

United States, such as the differences in cultures and geographically. Most notably being the 

differences in languages and communication styles. For example, in Germany the language 

spoken is German and tends to be in a very direct dialogue whereas Americans speak English 

and prefer a less direct narrative (The University of North Carolina, 2012). Another difference 

worth highlighting is the large physical distance of the two countries being 9.099 km between 

San Francisco and Berlin (Google Earth, 2020). However, we are able to conclude that the 

overall similarities bring upon greater returns for Everlane. For example, the financial strength 

of each country provides a marketplace which is fruitful and strong (Plecher, 2019). As well, 

there is a small administrative distance between the two countries. Germany and the US share 

bilateral trade agreements and multiple treaties which provide the free movement of capital 

between the US and Germany (U.S. Department of State, 2019). In spite of the overall 

differences between the two countries, the opportunity should be taken. Everlane must grasp 

the similarities that in turn will foster success in the expansion into the European market. A 

further analysis of the distance between the two countries is provided through a Hofstede 

Country Comparison provided in Appendix 3. 

 

2.5 Germany PESTLE Analysis 

The PESTLE analysis shows how external factors such as political, economic, sociological, 

technological, legal, and environmental aspects will influence Everlane’s expansion to 

Germany from the outside. Appendix 4 provides a complete PESTLE Analysis. In the wake of 

COVID-19, each of these areas would inevitably be affected; while mentioning some of the 

latest issues, however, our analysis intends to provide a more general overview. For an in-depth 

action plan for COVID-19 please see the section titled Contingency Plan.   

 

In terms of the Political Environment, the national political situation has been characterized by 

tensions within the grand coalition of the Christian Democratic Union and the Social 
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Democratic Party, which nonetheless temporarily lost their relevance due to an urgent need to 

respond to the public health crisis (The Economist Intelligence Unit, 2020). On the Economic 

scale, starting from late 2018 Germany has been facing a slowed growth due to the weak 

external demand, special circumstances affecting the auto and chemical industries, and the 

uncertainty regarding Brexit (IMF, 2020). In terms of the social environment, we analyzed the 

fashion preferences of local consumers and found that German women subscribe to a more 

conservative, casual style which includes practicality and simplicity (Hunting, 2019). Another 

favorable factor for business expansion would be Germany’s willingness to invest in new 

technology. In 2018 the World Economic Forum ranked Germany as the world’s most 

innovative economy (World Economic Forum, 2018). Innovations in the German textile 

industry concerning waste reduction and alternative materials are advancing rapidly and 

continue to support improvements in environmental sustainability along the entire textile 

supply chain (Federal Ministry for Economic Cooperation and Development, 2020). In regard 

to the Legal Environment, all goods imported into the country must follow the German Federal 

Institute of Risk Assessment procedures which regulate all foreign goods entering the country 

(Zoll.de, 2020).  Finally, with regard to the Environment, the German government encourages 

and supports the continuous improvement of production lines. Evidence of this is provided 

through the government taxing “environmentally unfriendly activities” specifically those 

production lines that use fossil fuels (Knigge, 2005). There is also a growing demand from 

consumers for sustainably sourced fashion. As of 2019, 24.74 million Germans agreed that 

they would be willing to pay a higher price for sustainably produced clothing  (Statista, 2019).  

 

The recognition by the German government and consumers that more sustainable production 

processes need to be put in place will aid in Everlane’s successful expansion to Germany. Since 

there is already an environment that fosters the growth of companies that use environmentally 

sustainable production lines, Everlane’s business model will fit with the standards expected by 

both consumers and the government. Even before the expansion all Everlane production 

processes follow the Vendor Code of Conduct to ensure all suppliers are operating at the 

highest level of ethical standards (Everlane.com, 2020). Please see the section titled “Everlane 

& Corporate Social Responsibility” for more details on how Everlane’s business practices will 

fit the expectations of sustainable German consumers.  

 

2.6 Porter’s Five Forces Analysis - Sustainable Fashion Industry in Germany 

Threat of New Entrants. The German fashion retail market generated $19.094M in revenue 

in 2019, with current estimates forecasting a growth rate of 6,1% over the next 4 years resulting 

in an approximate growth to $24.837M by the year 2024 (Statista, 2020). Additionally, in 2019, 

Germany reached a population of 82.97 million inhabitants creating one of the largest 

economies in Europe (Statista, 2020). Therefore, Germany presents a promising market for 

sustainable fashion retailers to expand. Moreover, Berlin has become an accommodating green 

harbour which offers a lot of benefits for sustainable fashion brands such as fashion weeks 

promoting sustainability, consumer education and online green communities (Euronews, 

2019). The number of ethically sourced German brands is growing, with 332 brands certified 
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under the Global Organic Textile Standard label (deutschland.de, 2020). Conclusion: the threat 

of new entrants is medium because Germany is a huge and potential market for sustainable 

fashion. However, there is a growing number of new entrants. 

 

Bargaining Power of Suppliers. Sustainable fashion brands are concerned with sourcing all 

suppliers sustainably, which comes with some costs. Brands must commit to paying slightly 

more for orders so that factories can properly cover all costs of production, including labor and 

safe work (Cleanclothes.org, 2020). A sustainable brand implies that it has to choose ethical 

and sustainable suppliers. For instance, not only should they pay their factory workers decently, 

but also manufacture without wasting water and other resources. To live a comfortable life in 

Bangladesh a garment worker should earn closer to $188.38 per month (Butler, 2019). 

Conclusion: the bargaining power of suppliers is medium because of cooperating with suppliers 

who bear a fairly high cost of ethical labour. 

 

Bargaining power of buyers. German buyers are quite price-sensitive, they will spend an 

estimated €719 on clothing per person in 2019, well below Italy (€834) and the UK (€1.133) 

(Hungstig, 2019). According to TransFair, Germans spent about 129 million euros on fair-trade 

textiles in 2017 which was an increase of about 66 percent from 2016, suggesting the 

consumers are increasingly seeking ethically sourced products (deutschland.de, 2020). This 

increase in demand has prompted large fast fashion brands such as Adidas, Aldi, and Tchibo 

to join in the commitment to become more transparent, this showcased through their works 

within Greenpeace's Detox campaign.There are plenty of sustainable fashion brands on the 

market making it easy to switch from one to another. Conclusion: the bargaining power of 

buyers is high. 

 

Threat of Substitutes. The substitute products within the Sustainable Fashion Industry consist 

of clothing not produced by sustainable brands, including multi-billion dollar fast-fashion 

companies such as Zara (Stein, 2019).  However, brands such as Zara have closed over 160 

stores across the global after accumulating more than $4 billion in unsold inventory in 2018 

(Stein, 2019). These losses are being attributed to the desire of consumers to become more 

digital as well, more consumers around the world are beginning to understand the negative 

impacts of fast fashion on the planet. This has resulted in the changing of purchasing patterns 

driven by an increase in demand for sustainable brands (Stein, 2019). Conclusion: the threat of 

substitutes is low.  

 

Competitive Rivalry. There are hundreds of sustainable fashion retailers in Germany and 

thousands more around the world who are all selling similar products (deutschland.de, 2020). 

In addition, products in the fashion industry are comparatively easy to imitate. Brands with 

strong brand image are able to charge higher prices (Pratap, 2018). Hence, the market is rather 

saturated and the competitive rivalry is intense. Although some top brands drive loyalty based 

on the reputation, status and community values (luxury segment) or prices (the fast fashion), 

the majority is fiercely competing in offering their products to the consumer (Pratap, 2018). 
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Within the Sustainable Fashion Industry competitive rivalry is intense due to the ease of 

imitation (Pratap, 2018). Conclusion: in terms of sustainable fashion, competitive rivalry is 

medium to high. 

 

Conclusion: Based on our analysis of the Five Forces, the industry attractiveness of the 

sustainable fashion retailing (with a specific focus on sustainable fashion) is medium in 

Germany. 

 

2.7 SWOT Analysis 

The SWOT Analysis provides us with a general understanding of Everlane’s internal strengths 

and weaknesses, as well as potential external threats and opportunities. Overall, we can state 

that Everlane is a company-leader in offering its customers total transparency over its business 

processes and pricing. According to the Remake sustainability criteria, Everlane scored 10 out 

15 (Eco-Stylist, 2019). This strategy, together with a direct-to-consumer approach and a lean 

inventory - “stock less than it thinks will sell”, gives the company potential for a sustainable 

long-term competitive advantage (QUARTZ, 2013). However, its lack of brand awareness as 

a relatively young company and a rather basic style offering makes Everlane vulnerable to 

fierce industry competition (especially when it comes to fast fashion brands like H&M and 

Uniqlo offering 'sustainable lines' at lower prices). There is still a long way to go in terms of 

its brand exposure. Additionally, with only 4 flagship stores in the U.S., its ability to offer a 

memorable in-store experience and let the customers try the clothes on is limited. After a 

profound analysis, we believe these weaknesses could be seen as potential business 

opportunities: Everlane could increase its brand awareness through smart targeted marketing, 

expand internationally and reach a wider customer audience, and potentially offer additional 

styles/capsule collections and niche designer collaborations. For instance, our expansion to 

Germany would be a milestone for our brand awareness as Berlin is likely to become the Green 

fashion capital of the world (Euronews, 2019). Therefore, our potential business success will 

be magnified by the fame of Berlin. Finally, the main threat other than rivalry that Everlane 

could face due to having lower markup than other retailers in the industry would be an increase 

in manufacturing and raw material costs, which could potentially decrease the company profits. 

For a detailed analysis, please refer to the Appendix 5.  

 

2.8 VRIO Analysis 

Being transparent and ethical is set as Everlane’s core value. Moreover, it is defined as an 

internal strength. A VRIO analysis demonstrates that Everlane’s radical transparency and 

sustainability are capable of generating a competitive advantage when looking into their 

abilities. Our verdict is that transparency and sustainability are indeed valuable, rare and 

exploitable based on the criteria of FASHION TRANSPARENCY INDEX 2020. Nevertheless, 

it is not inimitable. Customers are becoming increasingly conscious of sustainable development 

and fashion brands are aware of this fact. Hence, being transparent and ethical has become a 

common goal (Fashion Revolution, 2019). As a matter of fact, it is not easy to reach such a 

goal since it generally requires a radical transformation. For instance, the manufacturers who 
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are currently supplying materials might not treat their factory workers decently and the fashion 

brand has to choose between ditching the supplier and demanding there be an ethical change 

in the factory. To conclude, Everlane’s transparency and sustainability shall be considered to 

be our competitive advantage. For a detailed analysis, please refer to the Appendix 6.  

 

3. Business Strategy & Operations 

3.1 Entry Mode   

For a successful expansion into the German market, an independent subsidiary will be used to 

execute our strategy for expansion. The Everlane subsidiary will still be owned and controlled 

by the parent company based in San Francisco, however, it will be responsible for managing 

and running the foreign operations. An independent subsidiary will allow the new German 

office and operations to establish their own management styles, method of working, and 

corporate culture that best fits the German workforce. Please see Appendix 7 for a decision-

making analysis. 

 

3.2 Value Added  

The Everlane expansion into Berlin, Germany adds to the number of potential customers 

around the world and will allow Everlane to grasp the title of being a global brand. Through 

the use of a small pop-up shop we are able to introduce Everlane to the German marketplace, 

in store as well, provide Europe with more direct products and customer assistance through the 

expansion of the warehouse in Berlin. The expansion will allow Everlane to diversify its 

investments and markets allowing the company to minimize its overall risk of operations. 

Value added from the expansion goes as fair to include further access to talent. The German 

arena provides Everlane with access to new talent pools and the opportunity to better 

understand consumers and cultures around the world. As seen later in this paper, we have done 

a financial analysis indicating the sales from both the pop-up shop and in online sales will bring 

us to a profit in a year four of the expansion.  

 

3.3 Size of the market opportunity 

We conducted both a survey and a focus group with local residents’ of Berlin, Germany to 

better understand buying preferences and ideal price points for the average millennial with 

regards to fashion shopping. The focus group was conducted with the goal to understand better 

our potential expansion in Germany and if millennials in Germany truly are seeking sustainably 

produced clothing. The survey helped us to better estimate the demand for Everlane’s products 

in Berlin. Please see Appendix 11 for a detailed demand forecast.  

 

4. Supply Chain 

4.1 Sustainable Production & Circular Economy 

Everlane’s business model is to make ethically sourced, sustainable apparel meaning that the 

company’s main goal is to reduce the effects of the fast fashion throughout the world 

(Everlane.com, 2020). One of the ways the company is able to do this is by operating through 

a circular economy eliminating the need for the stores to be consistently stocked with new 
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collections that are in style for one season. Instead, the company produces staple pieces out of 

sustainably sourced materials that will last for years, giving the company the ability to operate 

with a circular economy concept. For an explanation of the circular economy please see 

Appendix 8. 

 

Everlane already operates in this manner through the use of the ReNew collection and its 

commitment to use 0 virgin plastics in its supply chain by 2021 (Everlane.com, 2020). The 

ReNew initiative was started with the objective to eliminate all virgin plastic from the Everlane 

supply chain and everyday operations (Harpers Bazaar, 2018). They are addressing a central 

environmental problem that society is facing: companies are making more virgin plastic than 

ever, and once it’s made, it stays on the planet forever (Walt, 2020). Everlane currently focuses 

on three key areas of operations where they intend to eliminate the use of virgin plastics. These 

areas include replacing all virgin plastic poly bags (packaging) with renewed versions, 

replacing all synthetic fabrics with alternative renewed materials, and eliminating all single-

use plastic - like food packaging - from offices and stores (Everlane.com, 2020). 

Everlane goes even further and uses the recycled plastics to create fibers which can be used in 

the actual production of the collections. Plastic bottles arrive at Everlane facilities pressed in 

926-pound cubes, and are sorted by a machine and washed. The bottles are shredded in a 

grinding room and melted down into molten plastic, which is then pressed through perforated 

dies, forming long strands that pass through water baths to cool. They are then diced into small 

crystals then sent to the spinning facility. The crystals are melted down and extruded again into 

finer, more precise thread, which is spun into yarn and woven (or knit) into sheets of polyester 

fleece, fabric, or insulation (Everlane.com, 2020). See Appendix 9 for photos on the processing 

steps on how the fibers are made. 

 

4.2 Manufacturing and Warehousing  

Currently, Everlane is partnered with 33 suppliers around the world, and we are planning to 

leave the production intact for the European expansion (Everlane.com, 2020). The only 

changes and additions made to the current supply chain include changing the warehousing 

location and transportation systems as well as adding a pop-up shop in Berlin, Germany. To 

achieve the level of sustainability that Everlane has to date, all new logistic operations will 

meet the standard and environmental certifications Everlane currently has in place to its 

suppliers and transporters. 

 

To ensure supply chain optimization we implemented a location theory analysis to place both 

the store and the warehouse in ideal locations to aid in efficiency and cost savings. The store 

location was based on areas which would have the most foot traffic of Millennials and Gen Z 

individuals. With this in mind, the potential pop-up locations were narrowed to shopping malls 

and strip malls in Berlin, Germany. With a  population of 3,7 Million made up of around 16,6% 

of individuals from ages 18-35 years old Berlin catered to our target age demographic (Statista, 

2019). As a result, the decision was made to place the pop-up in one of the world's first “concept 

shopping malls,” Bikini Berlin. A concept shopping mall is made up of carefully curated and 
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coordinated boutiques and gastronomic establishments. Bikini Berlin is located in the heart of 

Berlin providing efficient transportation routes for employees, as well as products to and from 

the warehouse.  

 

The location of the warehouse needed to be close to the pop up location to cut on both 

transportation time and costs. We needed a large enough space to hold around one month worth 

of anticipated inventory, as well as room to have a fully operational distribution center for our 

online orders. A commercial rental space provided by Storebox will allow us to store the 

necessary stock for half a month at a time. We located an available warehouse in Storebox - 

Dein Lager nebenan, Prinzenstraße 20, a 15-minute drive from Bikini Berlin, next to one of the 

city's largest motorways providing an ultimate transportation method for online orders. As we 

plan to restock our inventory every half month, the number of items stored in the warehouse 

should be half of our monthly sales, approximately 338 units. Considering that we have a huge 

variety of products such as handbags, T-shirts, shoes, and they occupy different sizes of space, 

we estimated that 120 m3 are needed. The monthly rent of one box (2 x 2 x 3 m) is €117 and 

therefore, 10 boxes from Storebox ought to be rented. To conclude, our total yearly cost of 

warehousing is €14.040,00. With respect to the pop up box, the rent is €88,68/day for 28m² in 

the first year and the total yearly cost is €32.368. In the second year, we plan to expand the 

space of our store to 42 m² and thus, the yearly cost will be €48.552 in the following years. The 

box is located in Budapester Str. 38-50, at one of the most foot traffic and highest sales 

locations of Berlin. BIKINI BERLIN - a new 17.000 m2 retail and lifestyle center in the heart 

of City West Berlin - between the Berlin Zoo and the Memorial Church, just a stone’s throw 

from Ku’damm, KaDeWe and Tauentzienstraße (WE ARE POP·UP, 2020). 

 

4.2.1 Supply Chain Transparency Act 

In the foundation of Everlane’s supply chain policies lay a commitment to reducing waste, 

using more recycled than raw materials, reducing its carbon footprint and improving working 

conditions throughout the whole supply chain (this includes protection against human 

trafficking and slavery) (Everlane.com, 2020). To ensure the latter is met, Everlane signed for 

a California Supply Chain Transparency Act (CA SB657) that is based on 5 principles as seen 

in Appendix 10. Although these regulations are not necessary for German operations we 

intended to continue to use these 5 principles to guide the ethical operations in Germany.  

 

4.3 Aggregate Planning  

By adjusting factors such as production rates, labor levels, and inventory levels, among others 

Everlane will be able to minimize the cost of production for the immediate future for the 

expansion. Through the use of a Case strategy we will be able to match output rates to demand 

forecasts of each quarter. Appendix 11 shows the forecasted demand for the first year of 

operation. 

 

4.3.1 Customer Value & Aggregate Planning 
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The product must be available to the consumer when she wants to purchase it. However, due 

to Everlane’s lean inventory strategy, the firm always stocks less than it will sell. For this 

reason, customers can often find a waitlist and sold-out on the website. To be more specific, 

when the company launches a product, it orders less than it thinks will sell. The objective of 

doing so is to gain feedback on the product and create an updated version before placing another 

inventory order (Quartz, 2013). Furthermore, there are several interpretations of Everlane’s 

waitlist. Since Everlane’s business mission is aimed at reducing waste (by forecasting sales 

more precisely based on sales records and minimizing the inventory) there will be occasions at 

which a demand for a certain product will exceed the supply, and we will need to ask customers 

to sign up for a waiting list. The concept of waitlist is also aligned with a marketing technique, 

pull strategy. For instance, according to the experience of our parent company in the U.S., 

customers who are well-educated about the value of our mission and the reasons behind this 

are more willing to wait for their favorite items to be back in stock. Undoubtedly, customer 

service is an important factor in sales volume. Both product quality and service quality will 

define customer satisfaction including: lead time, speed to manage an order, condition of 

product, and adequate and accurate documentation (Manel Guerris, 2020) 

 

The fact that Everlane collection is not seasonal (the key, basic wardrobe pieces are meant to 

be an investment and thus last) supports this notion; as a company we try to encourage people 

to consume less and purchase high-quality items consciously. This strategy is focused both on 

the value we bring to the customer and the impact our business has on the environment. 

 

4.4 Reverse Logistics  

For the retail industry, reverse logistics (handling and reusing/recycling of the returned 

merchandise) plays a crucial role since it directly affects profitability, labor efficiency and 

customer loyalty (the ease of return experience). Returns are inevitable. For a company like 

Everlane, apart from bringing down operating costs Reverse Logistics also means reducing 

waste and CO2 emissions from the returns and its transportation, and putting processes in place 

to better predict demand for the next season and avoid overstock (plus inventory costs).  

In Germany, we are doing a very low-scale entry and will only have 1 pop-up store in Berlin. 

We are planning to have one distribution center which is also our warehouse with a minimum 

necessary inventory to fulfill the orders (half a month) for both the pop-up and the e-commerce 

channel. We will put a system in place to ship the returns to the warehouse and the items that 

after a cycle are not sold well in Europe will be shipped back to the distribution center in the 

U.S. To be more specific, the return of customers must be initiated within 90 days of the 

original purchase day. And the inflicted fee is counted as the delivery cost which is €8/package 

in Germany. (Everlane, 2020) Moreover, in light of our lean inventory strategy and “the 

company always stocks less it thinks will sell”, (QUARTZ, 2013) we predicted that 

approximately 2% of our products are sent back to factories. After the recycled  products are 

broken down in the factories, the raw materials will be reused to manufacture new products. 

The total cost inflicted in the process of recycling will be equivalent to 3% of the cost of goods 
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sold. The cost is composed of two parts, 2% directly from the returned products and 1% 

covering transport and labor cost.  

 

4.5 Distribution Strategy  

Centralization and decentralization 

In terms of decision-making in our supply chain network, at the beginning, a centralized 

structure should be applied because the amount of demand will not be huge and all products 

are standardized. Local responsiveness will not be a pressing issue and therefore, centralized 

distribution is chosen. We plan to rent one warehouse between 10-15 minutes’ drive from our 

Pop-up box. By doing so, we are able to have fast access to our stock. Considering our further 

business development in Germany, nevertheless, decentralization could make Everlane’s 

operation more efficient because the more distribution centers we have, the more agile we are. 

Hence, in the later stage, when we obtain more customers and the business expands to different 

cities, decentralized control will be more appropriate. We will plan to set up more distribution 

centers in order to cater to our time-sensitive consumers. 

  

In terms of our inventory management, we decide to keep our stock equal to our sales figure of 

half a month, which means we refill our warehouse every half a month. As a newly established 

business entity in Germany, it is indispensable to take into consideration the inventory cost. 

  

Application of Industry 4.0 

As we have planned, we will establish more distribution centers when we have developed our 

business further. At that stage, the distribution cost would inevitably become a huge overhead 

cost. Therefore, we see an opportunity to apply different Industry 4.0 technologies with an 

attempt to improve efficiency and reduce costs. More specifically, we plan to add a few 

technological components to our business operation in distribution centers. First, the Internet 

of Things. We digitize our platforms and thus, more data could be obtained and updated just-

in-time. Secondly, the Big Data Analytics and Advanced Algorithms. By applying such 

technology, the data generated from our daily sales and distribution could be better utilized to 

prioritize our marketing, sales and distribution efforts. Aside from distribution, Industry 4.0 

also demonstrates a strong potential in other sectors of our business. For instance, Augmented 

Reality (AR) and an omnichannel customer interaction and customer profiling could help us 

better design our products, target our marketing campaigns, and offer a higher quality service 

to our customers. 

 

Push vs Pull strategy 

In terms of inventory control, a push-pull system will be applied in the first stage of our 

expansion to Germany. There are a couple of reasons to choose this combined strategy. 

Firstly, since Germany is a new market, it is hard to predict our sales performance precisely 

even with the information about an estimated market size after research. As a matter of fact, 

in the first few months we are only set to explore and get to know the market. Thus, in terms 

of push strategy, it will not be considered to be a good approach in the beginning. 
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Additionally, the application of push strategy might assure the supply to our clients but 

sometimes with an unstable demand inventory cost would increase. However, if we only 

apply pull strategy, there might not be a heavy inventory cost, but we are likely to run into an 

ordering dilemma, in other words, shortage of stock. Therefore, the most appropriate means 

is push-pull strategy. Everlane would use sophisticated systems to develop guidelines for 

short-term and long-term needs based on the sales record, prediction, etc. 

 

Transportation 

Everlane has factories in China, India, Vietnam, Italy, Spain, the US and Peru. Every factory 

supplies a specific material, partial or finished product. In terms of the factories in Spain and 

Italy, which are close to our German market, the best solution to transportation is through 

lorries. The most economic and effective way is to use the services of a transportation company 

because transportation is not considered to be our essential business activity and therefore, can 

be outsourced. Everlane orders will be transported directly to the distribution center in 

Germany and afterwards, to the stores. Other factories will use maritime transportation to 

supply our German market. 

 

5. Marketing Plan 

The Marketing Plan development for Everlane includes the Audit (an analysis of its current 

positioning and unique selling point) and a strategy for marketing and communication activities 

in a new market. Everlane offers a range of ready-to-wear clothing for men and women in 

categories such as apparel, footwear and accessories. Their focus is on using recycled and 

sustainable materials. Compared to other mid-level brands in the category, their pricing is 

rather affordable (see more details in the Competitor Analysis section). Even though Everlane 

can not compete in price with fast fashion companies due to higher raw material costs and the 

fact that it pays fair wages to its workers, it has been able to maintain very high-quality 

standards, keep the prices reasonable and preserve its essential brand values. The brand is 

positioned between benefit-driven and aspirational categories, striving to do things better while 

making a sustainable profit and returns for investors. Its unique selling proposition lies in 

transparency in pricing and manufacturing (which is unique to the retail sector). The 

proposition fits a very specific customer need for ethically-made, affordable and durable 

everyday clothing. 

 

Target Audience analysis. We defined Everlane’s target audience as: Millennials & 

Generation Z - Students & Young Professionals. Millennials are young adults in their 20s and 

30s, born between 1980 and 2000. They are tech-savvy, career-driven, and choose to support 

brands that directly reflect their personal values. According to data provided by Everlane, over 

30% of their customer base are between 25-36 years old, and 95% have some college education 

(MarketPlace, 2017). The brand is the definition of ‘millennial’ - minimalist, born-digital, and 

transparent. There are currently 17.6 million millennials in Germany aged between 18-35 with 

48% being female (Statista, 2019). The ‘perfect Everlane consumer’ would be someone 
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socially and environmentally conscious, active, intelligent, living in a big city and deeply 

concerned about the footprint of her lifestyle choices. 

 

 

This age bracket has proven to be the category which highly values the ethical side of the brands 

they support, and looks for sustainable fashion brands. Millennials and Generation Z 

individuals are becoming more and more spending conscious when it comes to clothing. The 

average starting salaries for young professionals in Berlin is around €48.000 (PayScale, 2020). 

We anticipate our customers to have starting salaries and seek affordable yet reliable clothing. 

Moreover, the office culture around the world has shifted from a formal dress to a more relaxed 

working environment which encompasses semi-formal, business-smart clothing (Bhojwani, 

2019), and the Everlane product range fits in that category. Even though there is a category 

division between women and menswear, in its marketing Everlane aims to be inclusive for all 

genders - male, female, anything in between. 

 

Customer segmentation 

While millennials (also known as Gen Y) are a very diverse generation, in the marketing world 

there still exists a tendency to treat this target group as homogeneous, assuming their tastes and 

preferences are generally similar. In our project, we chose to segment this group for the German 

market based on some of the industry research about the millennial ‘archetypes’ and their 

purchasing behavior. In 2012, Boston Consulting Group defined 6 distinct segments: Hip-

ennial, Millennial Mom, Anti-Millennial, Gadget Guru, Clean and Green Millennial, and Old-

School Millennial (BCG, 2012). Another research conducted by the Deloitte Center for 

Industry Insights in 2018 focused on the specifics of the consumer behavior and provides a 

segmentation by attitudes into four groups: Aspirationalists, Responsible Go-Getters, 

Pragmatists, and Discerning Achievers (Deloitte, 2018). For a detailed graphic, please refer to 

Appendix 12. Based on these two studies, the groups we choose to focus on in German market 

would be: Hip-ennial, Millennial Mom, Anti-Millennial, and Clean and Green Millennial. 

Please find the main characteristics of each segment and a Buyer Persona profile in Appendix 

13. 

 

Key Marketing Messages 

Transparency strategy refers to allowing the customer to see exactly the cost of production and 

transportation of the items they purchase. One of the Everlane’s missions is also educating the 

customer about the hidden markups which are prevalent in the fashion industry (Everlane 

website); by disclosing their costs and comparing them with the industry average, Everlane 

supports the strategy of being an authentic, transparent company. 

 

When it comes to the key marketing messages, Everlane already uses informative, persuasive, 

and comparison advertising in its American market. To keep a consistent brand we will follow 

this strategy through into the German market communication. Most of our further marketing 

will take place through digital channels. The message we plan to transmit to consumers 
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encompasses all rational, emotional, and moral appeals. Rational Appeal: the practicality of 

our prices ensures rational buying decisions by the consumers. Products with exceptional 

quality and affordable prices provide customers with a sensation of having made a good deal 

by investing in a piece that will last longer. Emotional & Moral Appeal: comes down to the 

type of company Everlane is. Consumers are able to see via the company website that all 

products made by Everlane are produced ethically and get insights into the history behind each 

factory. The company is actively working to reduce its impact on the Earth by cutting out all 

virgin plastic and closing the production loops.  

 

Value proposition  

In order to visualize what the challenges our customers are facing and how we create value for 

them, we have used Value Proposition Canvas. Overall, we defined our Customer Segment as 

Conscious Consumers who want to purchase fashion that ‘does not cost the Earth’ while at the 

same time looking good and not spending a lot of time shopping for clothes. Some of their 

challenges are things such as uncertainty about the quality, high prices, getting the right fit and 

return hassle. We address these by providing an easy return and exchange policy, transparent 

and affordable pricing, and digital assistance to get the right fit. Please refer to Appendix 14 

for the Value Proposition Canvas. 

 

Marketing Strategy and Digital Marketing 

Our marketing strategy in Germany will focus mostly on digital channels. In terms of 

advertising, the company is known for organic and social media promotion and a low 

investment in conventional ads, therefore we plan to follow this strategy. In order to attract 

customers and increase brand awareness in the new market, we will sponsor small-scale, 

targeted events in the field of sustainable fashion/lifestyle, actively collaborate with relevant 

local influencers and bloggers through different PR activations, and launch seasonal and 

occasional thematic sales and promotions. The chosen location - Berlin - is a big factor in 

choosing the type of promotional activity and a message. From fashion, film, and nightlife 

Berlin has been attracting a population of stylish youths and forward thinkers and has converted 

into a design-driven city. It is said that the fall of the Berlin Wall strengthened the city’s arts 

community and in turn reproduced the modern, sizzling, creative fashion scene, which Everlane 

intends to become a part of (Dr Merkel, CHMCC, 2017). 

 

To create a brand awareness, a top-of-mind presence and an organic growth, our digital 

marketing strategy will be heavily ROI-driven and focus on acquiring new customers and 

converting them to loyal long-term clients, while our social media strategy will focus on 

community building and engagement rather than direct sales. Instagram with its artistic product 

shots, consumer-generated content and spontaneous, ‘raw’ content in Stories will continue to 

be the main venue to showcase our collections, create a fan base and drive engagement. 

Everlane will also continuously monitor social media trends and aim to be one of the early 

adopters of the new channels and technology; for instance, with the rising popularity of TikTok 

2020, this could provide an opportunity for Everlane to launch its presence on the platform, 



21 

build a voice by creating impactful, relevant content for a younger audience, and potentially 

explore Influencer Marketing to effectively engage with this new category of celebrities and 

bloggers (Mazouri, 2020). 

 

 

In order to tie our marketing activities and strategic metrics to the specific stages of the 

customer journey, we will use a RACE Framework. It divides the customer journey into the 

four stages of the customer lifecycle (Reach, Act, Convert, Engage) and facilitates a structure 

to optimize our brand’s multichannel communications and lead the conversations to the sales. 

RACE model is action-based (using specific activities to reach our desired metrics), customer-

oriented and uses data and analytics to improve the digital performance (Chaffey, 2019). 

 

Our Key Performance Indicators (KPIs) will be adequate to the strategic business goals we set 

out in the beginning. For example, to meet the objective of increasing Everlane’s marketing 

revenue we will measure the number of sales influenced by marketing campaigns and activities 

and aim for a ROI of 140%, the average value of items purchased per transaction (aiming at 

€90), the average number of product pages viewed per website visit, time spent on our web 

shop (aiming to increase from 5 to 7 min), and number of items saved in Wishlist/Cart. In order 

to drive down the CAC, we will have to analyze the efficiency of our marketing campaigns and 

activities in generating profit (for content marketing it would be measuring how many people 

subscribed to Everlane’s newsletter upon seeing the content; for advertising we would look at 

Cost-per-Click and a CTR, which ideally should be at 1.6%). Additionally, decreasing the costs 

would also mean analyzing the number of paid vs organic touchpoints the customer requires to 

finalize a purchase. The fewer paid touchpoints and the more impactful our campaigns are, the 

lower would be the CAC (Lee White, 2020). For more details on the different channels we 

propose to use, the main KPIs we will be measuring and the corresponding targets, please refer 

to Appendix 16. 

 

6. Human Resources 

The human capital needed for a successful international expansion to Germany has been 

thoroughly analyzed to ensure the department is both efficient and cost effective. The salaries 

are one of the largest costs of the expansion representing 50% of revenue in the first year as 

seen in Appendix 29. Therefore, we have evaluated the absolute necessary roles for success 

and have forecasted the needs over the first 5 years of operations in Germany. The pay structure 

for employees working in Germany will reflect the role and type of work they do and is 

referenced using industry averages, and comparisons with similar roles in the U.S. office. 

Please refer to the Appendix 17 where the position, number of employees needed and salaries 

can be seen.  

For Everlane as a young sustainable fashion company, the HR department has a fundamental 

role in attracting, developing, and retaining the top talent (not only professionally skilled, but 

creative, with an entrepreneurial outlook and a can-do attitude that a young company requires). 

For this reason, it is critical that People Management goes hand-in-hand with the company’s 
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core philosophy for the expansion.  This would mean transmitting its key values - honesty, 

transparency, ethical consumption and low environmental impact - into the company's  human 

capital management. See Appendix 18 for a detailed set of initiatives for the HR department to 

operate in Germany that is synergistic with HR operations in the US. 

 

7. Everlane & Corporate Social Responsibility  

Everlane operates all business activities with social responsibility at the forefront of the 

operations. One is able to confidently say this is true due to the transparency the company 

provides at each stage in the production process as well as all company operations. Corporate 

Social Responsibility (CSR) is a concept that organizations have a larger duty and role in 

society than simply selling a product which Everlane embodies through its transparency and 

by setting a new sustainable industry standard (BDC.ca, 2020). As discussed in the Supply 

Chain section, Everlane’s production process and ReNew initiatives strive to cut out all 

negative impacts on the environment the company may produce (Everlane.com, 2020). 

 

Everlane’s CSR goes further to include community involvement through donations to charities. 

The money used to donate is collected through various initiatives made by the company. Since 

2014, Everlane has raised nearly $650,000 for charitable causes such as the American Civil 

Liberties Union and various environmental initiatives (Funcannon, 2018).  

 

Our expansion will be both a challenge and opportunity in terms of Germany’s attitude towards 

our CSR planning as The German society is well known for its consciousness of sustainable 

consumption (EURACTIV, 2016). Firstly, we consider it to be a challenge because when we 

pronounce our core values- being ethical, transparent and sustainable to our German audience- 

there ought to be sufficient and empirical evidence to support our claim. With respect to being 

ethical, we shall cooperate with our parent company in the US in order to acquire more 

information such as the living wages for our factory workers, their working hours, etc. By doing 

so, we would be able to demonstrate if they have a decent pay and work schedules which are 

aligned with the local standard and our company’s ethical standard. Furthermore, with regard 

to being transparent, there is already a breakdown of the cost of our products on Everlane’s 

website. Through this, customers could know our costs and markups. However, there is still 

more to display such as audit results and climate impact data which enable external 

stakeholders to hold them to account. Moreover, the mentioned information is needed in order 

to be assessed by fashion rating agencies. So far, Everlane has posted its social and 

environmental policies, and we still need more disclosure of our practices and influence 

(Fashion Transparency Index, 2020). At the end of the day, the implementation of our policies 

is the very instrument to gain customer loyalty. When it comes to our claim of sustainable 

operation, it is our responsibility to explain to our audience how many liters of water are needed 

to manufacture a pair of jeans, whether we use unsustainable raw materials, etc. On the other 

hand, more demonstration of our CSR planning and impacts could be defined as an opportunity 

for us. To begin with, more supporting evidence corroborates our commitment and thus, 

transparency evolves into accountability. We would be able to establish a formidable and 
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trustworthy brand in Germany. Additionally, our German subsidiary could become a pioneer 

that showcases a progressive performance of our CSR development, which contributes to not 

only our business operation in Germany but also the brand value of the whole Everlane.  

 

8. Financial Analysis 

1. Sales forecast  

The sales of Everlane in Germany are in two parts, online and offline. The forecast will be 

based on several factors as follows. With regard to offline performance, Everlane plans to open 

a store in Berlin. Berlin houses approximately 3,7 million inhabitants (Statista, 2018). Berlin 

has a high GDP per capita, about 42.000 euros, (CEIC, 2019) which indicates a high purchasing 

power. Furthermore, Berlin is one of the most popular fashion centers in Europe. People are 

not only fond of fashion trends but also aware of sustainable development. Hence, there is a 

large number of population who are aligned with the core values of our brand. The total 

population of Germany is about 83million (Worldometers, 2020). Based on the information 

above, we plan to sell 375 items through our brick-and-mortar store and 300 items through the 

online shop monthly in the first year. This is taking into consideration that on weekends, the 

offline shore only remains open until 2pm on Saturday, this however wouldn’t affect our online 

sales performance. Furthermore, in terms of your sales growth, there are a few indicators to 

look at. First, the revenue growths of the Apparel segment in Germany are about 7,7% in 2018 

and 8,6% in 2019. It is likely that the growth rate will be steady in the following years. 

Secondly, user penetration in 2020 is 54,7% and is expected to hit 62,3% by 2024. Moreover, 

We will gradually increase our marketing and advertising spending in order to boost our 

presence in Germany. In the second year, we also plan to expand the space of our brick-and-

mortar store. Thus, we predict a 20% growth rate for Everlane’s business operation in 

Germany.  

 

2. Costs Forecast  

The costs of Everlane’s operation in Germany are made up of cost of goods sold, salaries of 

recruited staff, rent of the brick-and-mortar shop, marketing expenses, transport fee in terms of 

online delivery, inventory expenses, other operating expenses, finance expenses, taxes and 

interest expenses. Based on our forecast, Everlane will be able to make profit starting from the 

fourth year. 

 

3. Income statement  

The income statement explains Everlane’s business operation in Germany. In the first year, 

salaries account for 51% of the revenue but with a steady increase of our revenue the weight 

of salaries dwindles. Moreover, we continuously dedicate 13% of our revenue to marketing & 

advertising expenses for our brand exposure and so on. We will be able to reach a positive net 

income starting from the fourth year.  

 

4. Cash-flow statement and funding  
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Everlane’s investments consist of two parts, parent company’s fundraising and bank loans. In 

the first year, we plan to collect €320.000,00 as equity and €300.000,00 as liabilities. In the 

following years, we pay back €100.000,00 to banks and keep borrowing €100.000,00 from 

them at the same time. On average, our investments in furniture’s, refurbishment, etc will be 

depreciated for five years. 

 

For the detailed breakdown of all the financial calculations and predictions, please refer to 

Appendices 19 through 34. 

 

9. Contingency Plan 

In this project, we intended to propose an internationalization plan applicable in the context of 

a globally stable economic situation, or the so-called ‘perfect conditions’. However, in the face 

of the latest events of 2020 and the consequences that the global pandemic will inevitably have 

on every industry including fashion, it is essential to acknowledge that such a scenario would 

be found drastically affected by the COVID-19 and the unforeseeable financial crisis. In the 

light of the situation described above, one potential outcome for Everlane could be temporarily 

suspending the expansion plan and implementing it in 2 years time in the worst scenario. Even 

with the financial crisis around the corner, experts predict that starting from 2021 the industry 

could regain positive growth of 2-4% (McKinsey, 2020). 

 

Our group wanted to evaluate the alternative scenarios and take a look at some of the ideas that 

could be implemented to mitigate the risks in case of a contingency situation, in order to remain 

competitive and address potential financial losses with an adequate action plan for a neutral 

scenario. Please find a summary table below and refer to Appendix 35 for the detailed overview 

of the current industry situation, the sensitivity analysis, and the action plan we propose in 

order to remain competitive and address potential financial losses. 

 

Scenarios Description Likelihood Reaction 

Scenario 1 

 Positive 

Germany’s economy is slightly hit but Everlane’s 

business operation is barely affected because more and 

more people are becoming conscious of the importance 

of sustainable development, and they are inclined to buy 

clothes from sustainable brands, which offsets the 

damage brought by the crisis.  

5% We stick to our 

expansion plan and 

establish our subsidiary 

in Berlin.  

Scenario 2 

 Neutral 

The crisis partially damages Germany’s economy and 

our business operation there. However, we are able to 

overcome the economic harm with some adjustment.  

75% As our forecasted 

revenue inevitably 

dwindles, we reduce 

our expenses in order to 

get through the crisis 

before Germany’s 

economy fully recovers. 
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Scenario 3 

 Negative 

Germany’s economy is devastated and therefore, the 

expansion becomes meaningless.  

20% We delay our expansion 

to Germany for at least 

two years until 

Germany’s economy 

recovers. 

 

10. Conclusion  

The expansion of Everlane into the European market through the introduction of the first pop-

up store in Berlin, Germany, will allow Everlane to grasp the title of being a truly global fashion 

company. Through the use of a full company analysis, industry analysis, a marketing, human 

resource, and financial plans, this paper has provided the necessary information for a successful 

expansion. Outside the economic conditions of the year 2020, our research has proven that 

German market conditions are favorable to the entry of a sustainable fashion brand.  
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Appendix  
Appendix 1 - Competition Analysis  

Competition Analysis 

Brand Description 

HUNDHUND - A Berlin-based, transparent, clothing company with all production processes 

done in Europe using environmentally sustainable materials wherever 

possible  

- HUNDHUND markets itself within an average price range of €80-€120 

(hundhund.com, 2020) Customers are able to see the breakdown of prices to 

know exactly what they are paying for and how much profit the company is 

making (hundhund.com, 2020) 

- The company sells both female and male collections for clothing but does 

not sell shoes 

- HUNDHUND does not own or operate any physical stores are instead relies 

all on online orders which can be shipping internationally around the world 

(hundhund.com, 2020) 

Lanius - Established in 1999 the Cologne-based all vegan brand is committed to 
fighting fast fashion through offering clothing options at slightly higher price 

ranges (lanius.com, 2020) 

- Lanius is a female only brand offering products from outerwear to shoes 

(lanius.com, 2020) 

- Offering a slightly higher than average price range of €30-€270 (lanius.com, 

2020) 

- Lanius is a PETA-approved label meaning their garments are produced fully 

cruelty-free (lanius.com, 2020)  

- Lanius does not own or operate any flagship stores but does offer worldwide 

shipping and does sell some products in outside stores in Germany, Poland, 

and the Netherlands (lanius.com, 2020) 

Jan n June - Established in 2000 the Hamburg-based clothing company whose main goal 

is to make sustainable fashion accessible to more consumers by offering 

products in reasonable price ranges.  

- The company strives to produce all products in Europe to cut on 

transportation costs and harmful emissions with a few remaining factories 

outside of Europe in Asia and North America (jannjun.com, 2020). 

- The largest factory, in Poland is a family-own factory producing fabrics all 

certified by the Global Organic Textile Standard (GOTS) 

- Jan n June markets itself with slightly lower than average prices around €20-

€130 (jannjune.com, 2020) 

- Jan n June offer clothing, including outerwear to customers but do not have 

any shoe collections  

- Jan n June do not own any flagship stores, however they do offer online 

shipping globally and sell some products in outside stores around the world 

such as Love it Green in Hamburg, Germany and Ooloop in Brooklyn, New 
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York (jannjune.com, 2020) 

 

 

 

 

Appendix 2 - CAGE Analysis  

Culture 

- Different official languages: German in Germany, and English in the U.S. However, English is 

taught in schools in Germany and around 56% of the population speaks English (World Atlas, 2020) 

(-) 

- Different communication styles. Germans tend to be very direct whereas Americans prefer a less 

direct narrative (The University of North Carolina, 2012)  (-) 

- Differences when working in teams. In a behavioral observation experiment 5,188 meetings between 

German and U.S. students teams were analyzed. Results showed Germans were significantly more 

focused on problem analysis whereas the U.S. teams focused more on solution production 

(Lehmann-Willenbrock, et al., 2013) (-) 

- Differences in work-life balance. When German students were asked to rank their motivation factors 

for pursuing a post secondary education, personal reasons were the most compelling reasons 

consistently ranked high on students' lists, and expected financial return on investments were ranked 

low on the list. When American students were asked the same question, the Americans seemed to 

rank factors such as job security and expected financial returns from their investment in their own 

education much higher on their lists (Chen, 2014). (-) 

- Share differing motivations concerning sustainable fashion. Germany has reached 332 brands which 

are certified with Global Organic Textile Standard (GOTS) which documents a sustainable, clean 

production chain (Berg, 2019).  Whereas in the United States only 100 individual companies are 

certified by GOTS (Globalstandard.org, 2019).  

Administrative 

- Both participate in the World Trade Organization providing lower trade barriers between the two of 

them including lower tariffs, import quotas, and regulations  (+) 

- Because Germany’s economy is so strong, the US sees it as the heart of trade relations between them 

and the European Union (U.S. Department of State, 2019) (+) 

- There exists a bilateral trade agreement between the US and Germany. In 2018, bilateral trade in 

goods and services between the US and Germany totaled nearly $252 billion (U.S. Department of 

State, 2019) (+) 

- There exists the U.S.-German Treaty of Friendship, Commerce, and Navigation which provides U.S. 

investors with national treatment and provides for the free movement of capital between the U.S. and 

Germany (U.S. Department of State, 2019) (+) 

- Both countries belong to the United Nations, North Atlantic Treaty Organization, Euro-Atlantic 

Partnership Council, and the International Monetary Fund among many others (U.S. Department of 

State, 2019) (+) 

Geographic 
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- Large physical distance (9,099 km from San Francisco, U.S. to Berlin, Germany), the countries are 

in different continents and share no land borders (Google Earth, 2020) (-) 

- Similar climate conditions (+) 

Economic 

- Different currencies. Euro in Germany and the Dollar in the United States, which provides some 

potential exchange risks  (-) 

- Strong GDP’s. Germany has Europe’s largest economy, as well as is one of the world's leading five 

countries in the world GDP ranking with a GDP of 3.435,76 billion euros in 2019 (Plecher, 2020). 

The United States had the world's highest GDP in 2019 at 21.439,45 (Plecher, 2019) (+) 

- The U.S. economy is driven by consumption while Germany’s economy is based on exports (Yang, 

2020) (-) 

 

 

Appendix 3 - Hofstede Insights Country Comparison 

 

 
Source : Hofstede Country Comparison  

This figure shows a country comparison between Germany and the United States and the 

similarities and differences that drive each country's cultural perspectives and desires. We are 

able to see how these attributes will affect and enhance or effect the success of the expansion 

into Germany. For example, Germany holds Long Term Orientation 57 points higher than the 

US. This suggests that Germany thinks more consciously about their actions and perhaps 

spending habits which includes buying sustainably sourced fashion. Another area where the 

differences are worth pointing out is Indulgence with the United States scoring high at 68 and 

Germany only at 40. This low score in Germany suggests that the society does not put much 

emphasis on leisure time and is able to control the gratification of their desires. This could 

mean different spending habits when it comes to clothing. The two countries share similar 

characteristics on the basis of Administrative, Economic, Power Distance, Masculinity, and 

Uncertainty Avoidance suggesting the distance between the two countries is small. This 
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suggests that spending habits between the two countries is minimal (Hofstede Country 

Comparison, 2020).  

 

 

 

 

 

Appendix 4 - PESTLE Analysis  

Political 

- Germany is the top economic power in Europe and the fourth globally. It is a democratic, federal 

parliamentary republic that emphasizes the protection of individual liberty and division of power. The 

country has 16 states (“Länder”, or provinces) with local governments and legislatures that enjoy 

considerable decentralization in relation to the Federal Government. Current Chancellor: Angela 

Merkel (CDU party), since November 2005 has been re-elected for a 4th term in September 2017 

(Santander Trade, 2020). 

- Berlin is the capital and the largest city in Germany. The country has three levels of government 

(federal, states, and local) in which the responsibilities, roles and power are distributed. In 1961 

Germany became the first country in Europe to establish a development ministry (bundesrat.de, 2019). 

- Major political parties: Social Democratic Party (SPD); Christian Democratic Union (CDU); Christian 

Social Union (CSU); Alliance 90/Greens; Free Democratic Party (FDP); Left Party (LP). The political 

parties with the largest membership numbers in Germany are SPD and CDU with approximately 443 

thousand and 426 thousand members, respectively. Besides the social and Christian democrats, the 

Green Party, Left Party, FDP and AfD all play an important role in Germany's political landscape 

(Statista, 2019). 

- It is argued that Germany has benefited the most from the integration of the European Union. Germany 

is a great power in regional and global affairs, and is a member of the United Nations, NATO, the G8, 

the G20, the OECD and the Council of Europe (imuna.org). 

- The need to cooperate and respond to the global pandemic means that political instability in Germany 

will be limited in 2020, despite existing tension within the Christian Democratic Union and the Social 

Democratic Party (The Economist Intelligence Unit, 2020). 

Economic 

- In 2019, Germany's gross domestic product (GDP) amounted to 3.435,76 billion euros. Germany is 

thus among the leading five countries in the world GDP ranking (Statista, 2019). 

- Germany is considering a highly saving country. Government Revenues in the second quarter of 2019 

constituted 396.15 EUR Billion while the spending was at 163.45 EUR Billion indicating that enough 

financial resources were made available by the government to boost economic growth. Additionally, 

Germany has a relatively low private household debt (95% of disposable income, 2018) (Trading 

Economics, 2019). 

- Germany is made up of a mixed economy which allows a free market with regard to consumer goods 

and business service. (Amadeo, 2019) After several years of real GDP growth averaging over 2 percent 

annually, Germany’s economy slowed sharply in the second half of 2018. This reflected a mixture of 

weak external demand and special circumstances affecting the auto and chemical industries and the 

uncertainty around the Brexit process, which have affected Germany’s export-oriented economy, 

along with political uncertainty. In 2019 the country recorded the weakest growth rate since the 

http://bundesrat.de/
http://imuna.org/
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Eurozone crisis, with the GDP growing by only 0,6%, from 1,5% the previous year (IMF, 2020). 

- The Fashion industry in Germany has generated a revenue of US$19 billion in 2019 and accounts to a 

25% share of the entire German e-commerce market (Statista Digital Market Outlook, 2019). In terms 

of sales, zalando.de generated a revenue of almost US$1,7 billion in 2019, which makes it the leading 

online store in this segment in Germany (eCommerceDB, 2019). 

- Over the last year, the revenue of this market has grown by 9%. The predicted compound annual 

growth rate (CAGR 19-23) for the next four years is 6%. The declining growth rate suggests a 

moderately flooded market (eCommerceDB, 2019). 

- The fashion market in Germany is extremely price-sensitive when compared to the rest of Europe. For 

example, Germans spend an estimated €719 on clothing per person per year (with an average annual 

income of €42.404) versus Italy where the average consumer spends around €834 (average annual 

income €30.373) and in the United Kingdom where the average consumer spends around €1133 and 

earns annually on average €37.613 (Hunstig, 2019; WorldData, 2019). 

- The strong manufacturing industry and low exporting costs for German companies create prosperity 

within the country giving German consumers more freedom to spend their money locally. This has 

resulted in a boom in the domestic market which has become a significant driver of economic growth 

for the country (OECD, 2014). 

- According to the updated IMF forecasts from 14th April 2020, due to the outbreak of the COVID-19, 

GDP growth is expected to fall to -7% in 2020 and pick up to 5,2% in 2021, subject to the post-

pandemic global economic recovery (IMF, 2020). 

- The government announced a massive emergency fiscal package, abandoning its balanced-budget rule 

and ending years of fiscal restraint. This will limit the economic fallout, but we still expect real GDP 

to contract by 6% in 2020 (The Economist Intelligence Unit, 2020). 

- Due to COVID-19, production in the manufacturing sector in Germany is expected to fall by roughly 

10% to 15% in real terms in 2020. In 2021, industrial production could rise by more than 10% in real 

terms on average over the course of the year. However, overall we see a risk that Germany may become 

less attractive as an industrial location over the coming years (Deutsche Bank Research, 2020). 

Social 

- The total population of Germany in 2019 was 82,9 million making it the most populated country in 

the European Union (Plecher, 2019). 

- Germany’s unemployment rate is the second-lowest in Europe standing at 3,2 percent in December 

2019 (Trading Economics, 2020). 

- Germany’s service sector is a leading employer (72% of the workforce) and contributes to 61,5% of 

the country’s GDP.  The German economic model relies heavily on a dense network of small and 

medium-sized enterprises (SMEs), often very open to the international environment. According to 

Destatis, 61% of the persons employed in Germany work in SMEs (Santander Trade, 2020). 

- Structural challenges are weighing on Germany’s potential output. Soon, the labor force is expected 

to shrink as the population ages, while productivity growth remains low (IMF, 2019). 

- In terms of fashion preferences, German women subscribe to a more conservative, casual style which 

includes practicality and simplicity. In an audit done in 2019, it was shown the sale of women trousers 

is 75-80 percent versus 20-25 percent for skirts, which is much more than most other countries in 

Europe (Hunstig, 2019). 

- It is common to use an e-commerce channel in Germany with 68 percent of consumers buying online 

(Hunstig, 2019). 

- As of 2019, 24,74 million Germans agreed (and 7,75 million fully agreed) that they would be willing 

to spend more money on an environmentally friendly product (Statista, 2019). 

- A survey conducted by the publication TextilWirtschaft in 2016 found more than 73 percent of 

respondents considered sustainability important when making a purchasing decision and about half of 

https://ecommercedb.com/en/store/zalando.de
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respondents were willing to pay more for environmental-friendly, sustainable and fair-trade clothes 

(Markets Germany, 2018). 

Technological 

- In the World Economic Forum’s 2018 Global Competitiveness Report, Germany came top as the 

world’s most innovative economy, with a score of 87,5 out of 100 in the Innovation capability pillar 

— one of the 12 drivers of a country’s productivity (World Economic Forum, 2018). 

- A range of EU-funded projects, coordinated by German companies, universities and research 

institutes, highlight the diversity of German science and technology innovation (European 

Commission, 2012). 

- Germany’s position as the world’s top innovator is due in part to the many innovations in the 

automobile industry, where it’s focusing on digitally-networked mobility, driverless vehicles and 

electric mobility (World Economic Forum, 2018). 

- It has been reported that the German government has set aside €3 billion for research and development 

in artificial intelligence with a goal to execute in 2025 (Amadeo, 2019). 

- Due to the Covid-19 crisis, the national industrial production in Germany is expected to fall by roughly 

10% to 15% in real terms in 2020 (Deutsche Bank Research, 2020). 

- While some governments responded to the global economic crisis by cutting spending on R&D, 

Germany actually increased funding for small and medium-sized enterprises and e-mobility projects 

(Williams, 2018). 

- The German textile industry has made considerable improvements in making the fashion production 

processes more sustainable, for example, by using alternative raw materials, recycling water and 

utilizing waste heat to generate power. Some of these measures were funded under the German Federal 

Ministry for the Environment’s Innovation Program (Cortizo, 2018). 

- Recycling and environmental research is a thriving field in Germany and is backed by strong political 

and financial support. The country is a hub for the development of new technologies and innovations 

in the sector, as demonstrated by the large number of textile research institutes. As the umbrella 

organization for 16 such institutes focused on fiber-based materials, Forschungskuratorium Textil e.V. 

(FKT) explores future applications and highlights new research in ecological materials, smart textiles 

and new recycling technologies (Cortizo, 2018). 

Legal 
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- The legal framework of Germany is divided into five branches: ordinary, labor, administrative, social, 

and financial courts (UK Essays, 2016). 

- German law has been shaped and influenced by the law of the European Union and by international 

law (Kochenov, 2014). 

- Germany does not discriminate against foreign investors versus domestic investors. The government 

promotes the establishment of business ventures by all which creates a superb investment environment, 

which goes hand in hand with an elite infrastructure for corporate tax rates (Farooq, 2019). 

- Germany exercises a command economy in which every citizen receives benefits while those with 

higher incomes pay more in taxes (Amadeo, 2019). This distribution of taxes allows the government 

to have control of healthcare insurance and education distribution. Citizens pay into the system what 

they are able to based on their individual salaries and receive from the system what they need 

- Monitoring unfair market behavior is the responsibility of the Federal Cartel Office and is safeguarded 

by the Act Against Unfair Competition (UK Essays, 2016). 

- Trademarks and patents enjoy strong protection in Germany. For Germany, the German Patent- and 

Trademark Office is in charge of these registrations. Exporting into Germany could be considered 

slightly difficult due to the customs and taxes, quality and environmental standards, trademarks, 

competition rules, among other stipulations company’s must follow when doing business in Germany 

(UK Essays, 2016). 

- It is the responsibility of the importer to ensure that all goods brought into the country are accompanied 

by a customs' declaration. Many products deemed a “safety risk” must pass Germany’s Federal 

Institute of Risk Assessment procedures in order to be imported into the country (Zoll.de, 2020). 

Environmental 

- With the adoption of the ‘National Programme for Sustainable Consumption’ in February 2016 by the 

federal government, Germany was one of the first signatory states of the 2030 Agenda to submit a 

proposal for the national implementation of SDG 12 (Euractiv, 2016). 

- In 2014 at the initiative of German Development Minister the Partnership for Sustainable Textiles was 

launched. The Partnership is intended to encourage and support continuous improvements in social, 

environmental and economic sustainability along the entire textile supply chain. It has more than 100 

members which means that it covers about half of Germany's textile retail market. Brands and traders 

have an obligation to identify the environmental and social risks and impacts of their business activities 

along their entire supply chain. In addition to their individual targets, the members of the Partnership 

have made a collective commitment to increase the share of sustainable cotton to 70 percent by 2025 

(Federal Ministry for Economic Cooperation and Development, 2020). 

- The BMZ supports the introduction and recognition of environmental and social standards in the 

countries where Germany has development cooperation programs. In the textile sector, for example, 

there are relevant programs in Bangladesh, Pakistan and Cambodia. Germany is advising the 

governments in those countries on the design of labor and environmental legislation, for example 

(BMZ, 2020). 

- Due to the increasing need to be more eco-conscious and responsible Germany has begun to introduce 

renewable energy resources such as renewable water in manufacturing, solar, hydroelectric, and wind-

powered energy. Renewables covered a record 44 percent of the electricity consumed in Germany in 

the first six months of 2019 according to German Association of Energy and Water Industries 

(BDEW). The German government aims to raise the share of renewables to 65 percent by 2030 as part 

of its Energiewende drive to replace fossil and nuclear power generation  (Egenter, 2019). 

- The government has begun taxing “environmentally unfriendly activities”, specifically those who use 

fossil fuel. The tax collected is called an “eco-tax” and is used to offset the costs to the environment 

elsewhere such as funding lower payroll German workers (Knigge, 2005). 
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- Germany has also begun to design their cities more consciously. This includes the Ecodesign Directive 

(ErP) which was created to regulate products with the worst environmental performance. This 

initiative includes items such as consumer electronics, refrigerators, freezers, light bulbs and electric 

motors (Deutschland.de, 2018). 

 

 

Appendix 5 - SWOT Analysis 

Strengths  - Everlane is truly a leader in the industry in terms of offering radical transparency in 

its business processes and corporate insights. It scored 10 out of 15 according to 

Remake Sustainability Criteria. Compared to other fashion brands, Everlane shares 

photos of factories and workers on the website to demonstrate its ethical suppliers. 

Furthermore, the transparency of prices transmits an explicit message to customers 

that they know exactly what they are paying for (Eco-Stylist, 2019). 

- As a young brand that grew relatively quickly, one of their strengths is the ability to 

attract investors that can see the potential high return from investing in this company. 

Everlane has raised 1,2 million dollars over three rounds funded by 15 investors 

(Crunchbased, 2016). 

- Everlane’s portfolio of suppliers is made up of 33 factories which are all ethical and 

only source the finest materials around the world. The selection of these suppliers 

emphasizes a consistency with Everlane’s core value, which is being ethical. 

Moreover, factories are located in Europe, Asia, the United States and South 

America, which displays Everlane’s strong sense of risk management in its global 

supply chain (MDS, 2020). 

- Everlane’s competitive advantage lies in offering very high-quality basics for an 

affordable price. 

- Lower markup than other retailers which is demonstrated on Everlane’s website. The 

graphic comparison boosts customers’ confidence in paying a fair price for 

Everlane’s products. 

- Direct-to-consumer approach: bypassing the traditional middleman, the associated 

costs and risks. 

- Lean inventory; improving on the forecasting based on the demand and customer 

feedback. 

Weaknesses  - The styles offered are considered to be ‘basic’ (as contrary to trendy, fashionable) 

- Lack of brand awareness (unless the consumer is specifically searching for a 

sustainable brand) as Everlane is ranked 13.459 among websites globally based on 

its 2.962.506 monthly web visitors (Similarweb, 2020). 

- With only 4 flagship stores in the U.S., the ability to offer an in-store experience and 

try the clothes on is limited 

- Due to lean inventory, the sold-outs are frequent, wait-lists for star products - long, 

and long waiting time for re-stocks puts a lot of pressure on Everlane’s logistics. 

- Customer support is currently only offered via email 

- High attention from media and sustainability advocates, thus fragile to public 

criticism (ex: underpaying the retail workers). 

Opportunities - As a creator of the ‘radical transparency’ concept, Everlane can educate the 

consumers about the harsh reality of traditional retail and the importance of 

sustainability practices 

https://www.crunchbase.com/organization/everlane
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- Climate change hogs the spotlight and the public’s attention has been gradually 

moving to sustainable fashion, which increases Everlane’s possibility of a greater 

brand exposure. 

- Expand internationally  

- Almost one-third of businesses plan to choose suppliers and partners that are more 

sustainable within three years as sustainability has become a foreseeable future in 

the fashion industry, which facilitates Everlane’s exploration of different physical 

touch-points (HSBC navigator survey, 2019). 

- Broaden the product offering. 

Threats - Increases in manufacturing and raw material costs could reduce Everlane’s   

profitability. 

- New entrants in the sector offering more trendy styles.  

- Rivalry from fast fashion brands  offering 'sustainable lines' (ex: H&M Conscious, 

Uniqlo) at lower prices. 

- Too many stores can disrupt the direct-to-consumer approach and make the brand 

perception more commercial. 

 

Appendix 6 - VRIO Analysis  

 Transparency and sustainability 

Is it valuable? Yes. As climate change has been brought in the spotlight, customers become more 

conscious of sustainable development, and they are losing trust in brands without 

transparency and sustainability. Apart from this, transparency is significant in 

terms of brands’ ranking and reputation (Fashion Transparency Index, 2020).  

Is it rare? Yes. The average score for all 250 brands and retailers is 23% out of 250 possible 

points. Furthermore, The majority of brands and retailers lack transparency on 

social and environmental issues. More than half of brands (54%) score 20% or less 

(Fashion Transparency Index, 2020). Being Ethical and transparent is not just an 

advertisement but a commitment which lies in every section of a brand’s business 

operation such as sourcing, designing, manufacturing, etc (Fibre2fashion, 2014).  

Is it inimitable? No. Nonetheless, it is considered to be difficult to imitate. Being transparent and 

ethical brings along a lot of actions and radical changes. For instance, in order to 

have a transparent and ethical supply chain, brands are obliged to publish workers’ 

wages, their work environment and working hours. This is a strenuous task if 

manufacturers are currently not ethical to their factory workers, they will have to 

spend a lot of resources on the improvement. For this reason, most companies fail 

to do so (Fashion Transparency Index, 2020). 

Is it exploitable? Yes. First, being transparent and ethical has become an obligation from a merit 

because customers want to know who makes their clothes and how clothes are 

made. Being transparent implies that Everlane has to be honest in terms of its 

business operation. Not only does it help Everlane to gain more trust from 

customers but also to be a pioneer in front of a radical fashion revolution.  

 

Appendix 7 - Independent Subsidiaries Mode of Entry Analysis 

Decision Making Analysis for Entry Mode 

Independent Subsidiaries 
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Advantages to Independent Subsidiaries Disadvantages to Independent Subsidiaries 

- Establish its own brand recognition directed 

towards German consumer 

- By establishing multiple entities in the same 

business Everlane Germany is able to 

establish its own management styles, 

method of working, and corporate cultures 

for each area. 

- The subsidiary employees will have a better 

understanding of the German climate, 

including both legal, and social aspects 

- Core competencies stay within the parent 

company and are not outsourced 

- The company’s core competencies are not 

being separated from the main entity 

- The San Francisco headquarters is still able 

to provide resources and guidance to all 

foreign operations to ensure seamless 

execution 

- There is a potential loss of control over 

some operations because of the various 

distances between the parent company and 

the subsidiary 

- Because the subsidiary did not emerge 

organically from the US there is a potential 

for a clash of cultures   

  

Joint Venture 

Advantages to Joint Venture Disadvantages to Joint Venture 

- Larger access to resources. We could enter a 

joint venture with another firm and share 

resources and knowledge 

- The risk of expansion is better shared 

between whom we partner with and 

ourselves 

- Joint ventures provide flexibility and are 

usually flexible when it comes to existing 

agreements 

- It’s difficult to see equal involvement and 

therefore equal returns between both parties 

- There is room for a massive clash of cultures 

when so much of the business practices are 

handed over to an outside party 

- There needs to be extreme amounts of 

research done to confidently choose the 

correct partner to enter into a joint venture 

with. To add, much time should be spent 

building a relationship with a  potential partner 

to ensure a good match  

- There is potential to have lack of 

communication, unreliable partners, or 

mismatching views for the successful 

expansion between partners   

  

Wholly Owned Subsidiary 

Advantages of Wholly Owned Subsidiaries Disadvantages of Wholly Owned Subsidiaries 
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- A wholly own subsidiary would allow the 

Everlane mother company to keep control 

over the subsidiaries 

- Core competencies stay within the parent 

company and are not outsourced 

- Wholly owned subsidiaries can result in the 

parent company investing too much for assets 

as it is completely reliant upon the 

subsidiary’s performance 

- It can be difficult and time-consuming to 

establish relationships with vendors and local 

clients 

- In a wholly own subsidiary contract the 

mother company will assume all risk for the 

company which can cause some legal tensions 

due to the differences in laws between the US 

and Germany 

- There is a possibility of multiple taxation 

processes that would need to be rolled out in 

Germany and in the United States 

 

Based on this analysis we are able to determine that an Independent Subsidiary will provide 

the Everlane expansion with the highest returns on investments and will help foster success. 

Independent Subsidiary will allow Everlane to keep core competencies close to the mother 

company, while simultaneously establishing its own brand recognition in Europe. 

 

Appendix 8 - Circular Economy   

 
Source: KfW Research, according to acatech (2018) 

A circular economy is defined as a systemic approach to economic development designed to 

benefit business, society, and the environment. The end goal of a circular economy is to break 

apart growth from the consumption of finite resources (Ellen Macarthur Foundation, 2020). 

Most economies around the world have been developed based on a linear model of continuous 

growth which uses natural resources to make consumers lives healthier, wealthier, and more 

comfortable (Brüggemann, 2018). This linear model is based on the premise that as humans 
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we take, make, and dispose of products made from the world's finite natural resources. This 

way of production is unsustainable for the future as it results in massive increases to raw 

material prices, and contributes to the growing amount of plastic and other harmful materials 

leaking into waterways and soils (Kenniskaarten, 2020). Instead, a circular economy suggests 

that the goods of today become resources of tomorrow where products and components are 

designed to be disassembled, regenerated, and used in production of future materials. As seen 

in the graphic above, a circular economy is a closed loop system in which raw materials, 

components and products lose as little value as possible throughout the entirety of its life cycle 

(Kenniskaarten, 2020). 

 

Appendix 9 - Production of Recycled Fibers  

Production of Recycled Fibers 

 

Source: Everlane website 

 

Appendix 10 - Supply Chain Transparency Measures  

Supply Chain Transparency Measures 

Verification Everlane requires all direct suppliers to go through annual compliance audits, as well as 

quarterly observation audits, which are performed by an accredited third-party auditing 

firm. These audits focus on assessing working and living conditions of the workers, 

verifying wages and ensuring workers are paid according to the hours worked, ensuring 

health and safety aspects in the working and living environments are properly 

maintained as well as making sure all documents and records are available, valid, and 

verified. (Everlane website) 

Audits CAPs (Corrective Action Plans) are required to address any non-compliance findings 

and allows Everlane to work directly with the suppliers towards a solution to either 

correct, improve, or enhance systems and procedures within the facility. (Everlane 

website) 

Certification Direct suppliers are required to identify and certify all materials which are incorporated 

into the products. All these materials must meet and comply with the laws and 

regulations regarding slavery and human trafficking in the home country as well as 

aboard in production factories.  

Internal 

Accountability  

Everlane agrees to disclose to what extent, if any, the retailer or manufacturer’s internal 

accountability standards and procedures for employees are incorporated into 

manufacturing.  
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Training  The Everlane Compliance team attends training and seminars to ensure internal 

awareness of various supply chain trends specifically in regard to labor and human 

rights issues.  (Everlane website) 

 

 

Appendix 11 - Demand Forecasts 

Demand Forecast For First Year of Operations in Berlin, Germany  

Population of Berlin 2019 – 3,77 million 

Population of Target Market in 2019 (millennials aged between 18-35) – 613.263  

1,32% of 613.263 (Forecasted # of shoppers) –  8.100 

Source: Statista (2019) 

Our objective is to reach 8.100 customers, which are 1,32% of the millennials aged between 18 and 

35 in Germany.  Therefore, we assume that if 8.100 customers buy at least one product on a yearly 

basis (although we will aim for x3 as described below in the marketing strategy part), we would sell 

8.100 items.  

 

Appendix 12 – Millennial Categories 

 

Source: deloitte.com, Curt Fedder, Shweta Joshi, and Jagadish Upadhyaya; Millennials and Beyond, 2018 

 

Appendix 13 - Customer segmentation 

Hip-ennial. Cautions and charitable consumers, the millennials from this group tend to be information-hungry, 

digital and native users of social media (although not actively contributing with their own content). Portraying the 

traits of Aspirationalists, they are mainly female and in a starting position in their careers (students, freelancers, 

entry-level professionals) therefore have a below-average income. This is the group that will aspire to buy 

Everlane products in future when they can finally afford it. For now, they follow and engage with the brand on 

social media, purchase smaller goods like accessories, and occasionally buy some piece with a discount or 
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promotion. Aspirationalists could lead the way on innovation and technology assuming their buying power catches 

up with their aspirations (Deloitte, 2018). 
 

Millennial Mom. This female segment has an above-average income due to their older age, they are very  active, 

family oriented, care about the quality of the products they purchase and likely to live in an urban area. They 

spend a lot of time online researching different brands and trends, participate in forum discussions and want to 

stay on track with the latest news. Since Everlane produces durable, comfortable and easy-to-wear quality 

everyday clothing, it is likely to attract attention of this target. We could draw a parallel between this group and 

the Discerning Achievers in the fact that their buying power, coupled with their high expectations regarding 

product quality, makes them a highly attractive target for Everlane marketing strategy. 

 

Anti-Millennial. Anti-millennial (both male and female) is a group that belongs in the Millennial segment strictly 

in terms of age, but does not associate itself with commonly ‘millennial’ generation traits. They seek comfort and 

familiarity and are not particularly keen on discovering new things. Anti-millennials are more skeptical about the 

brands’ efforts to be sustainable and transparent, but we could aim to attract them by focusing on the more 

pragmatic and/or aesthetic aspects of our products over the company values. 

 

Clean and Green Millennial. Very cause-driven, positive and healthy, this predominantly male segment seeks to 

support the brands that are actively contributing to the positive change in the environment and  the society. This 

group is characterized by an average or above-average purchasing power, enthusiasm and awareness. They are 

more likely to showcase their brand loyalty if they see value (and support the cause) (Deloitte, 2018). 

 

 

Buyer Persona 
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Appendix 14 - Value Proposition Canvas 

 
 

Appendix 15 - 7Ps  

Marketing 7 P’s 

Product - Women’s & menswear 

- Apparel: sweaters, sweatshirts, coats & jackets, denim, pants, leggings, T-shirts, 

tops dresses & jumpsuits, skirts & shorts, underwear. Shoes: sneakers, flats, 

boots & booties, heels, loafers, sandals. 

- Accessories: handbags, wallets, backpacks & bags, scarves & hats. 

Price - Apparel: from 13 euros to 274 euros 

- Shoes: from 43 euros to 143 euros 

- Accessories: from 28 euros to 218 euros 

Promotion - Advertising : mainly digital ads (Google Ads, PPC) and social media ads 

(Facebook, Instagram, Twitter) 

- Public relations & Sponsorship: sponsoring a small-scale, targeted event; 

sending free samples to local bloggers and influencers(paid or unpaid) 

- Personal selling: interaction and personal relationships between salespeople and 

clients 

- Direct marketing: telemarketing, customized letters, emails and text messages 

- Sales promotions: seasonal discount, special coupons, etc 
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Place - Pop-up store in Bikini Berlin – the first concept shopping mall in Germany 

- Berlin, Germany is described as the “capital of cool” Berlin is a very design 

driven city. From fashion, film, and nightlife Berlin has been attracting a 

population of stylish youths and forward thinkers  

- The expansion includes a short-term (1-year test) pop-up store in a Bikini Berlin 

shopping center. This is a more low-scale and economic version of testing the 

demand in the first year. 

People - As seen in the section titled “Human Resources” the Everlane manpower 

needed for the expansion has been thoroughly analyzed to ensure the department 

is both efficient and cost effective 

- Appendix 11 shows exactly the number of employees needed in the first years 

of operations, as well as respective salaries 

Processes - Processes for the Everlane expansion can be divided into two subgroups: In-

store processes and online processes. 

- Online processes for the expansion include: 

-  Ensuring there is high website user experience which will be 

monitored by questionnaires' and surveys on the site homepage 

-  Delivery methods and services – including enabling the customer to 

track the shipment processes and the ability to update the customer on 

slowdowns on the shipment process 

- The In-store Processes for the expansion include: 

-  Monitoring in-store wait times for dressing room or cash out 

- Ensure all communication with customers are consistent and in-line 

with overall company values 

- Combine processes include contingency plans for when issues arise. Such as 

global pandemics resulting in reduced operating hours for in-store and potential 

increases in online sales. An example of a process plan can be viewed in the 

section titled “Contingency Plan” 

Physical Evidence - The physical evidence for Everlane is minimal due to the company’s goal to be 

simplistic and timeless 

- The pop-up shop will be designed similar to how the flagship stores in the US 

are: simple, clean, and minimalistic 

- Staff in the pop-up will be instructed to dress business casual and wear a 

minimum of one piece of clothing from the Everlane collection 

- All packaging (including store shopping bags, and shipping materials) is made 

from recycled materials. There is absolutely no virgin plastics incorporated into 

the packaging process or welcomed in the store 

 

Appendix 16 - Digital Marketing Strategy  

Digital Marketing Strategy - “Drive Community Engagement, Not Sales” 

Channels 

- Social Media Marketing: Facebook, Instagram, Twitter. Always look for what works best, 

experiment, try, test 

- Website and e-commerce 

- PPC/Google Ads 
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- Email marketing 

Instagram: Because we are a very 

visual brand, Instagram is the main  

venue to showcase our products and 

drive engagement. 

- Artistic product shots 

- Factories and production insight 

- Customer-generated content 

- Friendly, down-to-earth tone 

- “Raw Stories” - more spontaneous, real content, behind-the-

scenes, office days, treasure hunts etc 

- Transparency Tuesdays 

- Seamless experience (integration with physical retail store) 

- Frequency: daily 

- Content creation shared between HQ Marketing team and 

German Marketing Manager 

Twitter: High consumer 

engagement, interaction with 

industry influencers, impactful 

product announcements. 

- Taglines: short & sharp 

- Hashtag use: own and popular industry tags 

- Links to other brand content (ex videos) 

- Retweets from appropriate media outlets on sustainability 

topics 

- Frequency: 4-5 posts a week 

- Language: English (across all platforms) 

Facebook: Same content as on 

Twitter shared over Facebook 

- Replying to customers requests and doubts 

- Sharing Stories from Instagram 

- Platform important for presence and running social ads, but 

not a key channel 

Email Marketing - Helps increase revenue (high ROI) 

- Aids in providing more personal experience 

- Crucial for customer follow-up and retention  

- Tool to announce new product releases, share company 

news, follow up on product waiting lists and stock 

availability  

- Customer base segmentation 

- Frequency: 1 email/week  

Google Ads: would be our main tool 

for lead generation (massive reach) 

and segmentation, allowing us to 

target people in the new market that 

are already searching for similar 

products 

- We can potentially get quicker and better results 

(conversion) than with SEO  

- Building brand awareness 

- Integrating PPC ads with other marketing channels and 

campaigns 

 

Main Digital Marketing KPIs 

Web traffic sources (by geography and external sources like referral websites) 

● Brand awareness (brand mentions on social media and search engines) - as measured by Direct traffic 

coming to our website (we want to aim for 20% or higher), social listening, reach and engagement 

● Cost per lead/Customer Acquisition Cost (CAC) (how much capital it costs us to acquire a lead and 

subsequently a customer) - for the retail industry an CAC is $34 (Integrated Marketing Association, 

2018) which is about €30. We will aim to lower that number to €16-19. 

● Website traffic leads 
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● First visitor metrics (how people find us and how they engage with the website for the first time) 

● Online conversion rates 

● Average time spent on page (will help us identify the most popular product categories or content) - aim 

to increase from a 5-min average to 7min 

● Click through rate (CTR). The average click-through rate (CTR) for Facebook ads across all industries 

is 0.90% (Irvine, 2020) however in the retail sector we could aim for a 1.6% CTR on our social ads. 

● Average purchase value of €90 - will be our goal. 

● Returning visitors (how effective are we at creating loyalty and building a community?) - aim for an 

average purchase frequency rate of 3 times per year and a total lifetime sales of 10. 

● Customer lifetime value (CLV, how much profit Everlane generates from its relationship with the 

customer) - given our initial metrics above the goal would be a CLV of €900. 

● Bounce rate. While 41-43% could be considered optimal, we want to aim to lower this number to 26-

30% 

● Keyword performance (in order to measure the effectiveness of our SEO activities) 

In retail marketing analytics, there are also more specific KPIs that we should take into account based on each 

strategic objective. These objectives for the first two years are: 

● To increase marketing revenue - achieve a ROI of 140% 

● To decrease customer acquisition cost (CAC)  

● Share of voice (Everlane’s brand awareness and equity vs competition) - achieve a 60% SOV which 

would establish us as a leader in the field 

● To increase customer conversion efficiency - aim for a web conversion rate of 6% 

● To increase customer loyalty - NPS (Net Promoter Score) of 8-9, Repurchase ratio of 25-30%. 

Additionally, customer engagement could be an effective predictor of customer loyalty, so we will 

measure activity time, visit frequency and core user actions. 

 

Appendix 17 - Salaries 

 

 

Appendix 18 - Human Resource Initiatives  

Human Resource Initiatives 
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Creation of a Proper 

Work Environment 

- This includes the fair and equal treatment of all Everlane employees, from 

factory to office. 

- HR efforts towards creating this environment includes monitoring job safety 

and job satisfaction at all levels 

- This also starts from the very beginning in the hiring process by not 

discriminating against potential hires whether they be fresh out of school, or a 

seasoned executive. All applications that are sent to Everlane are evaluated 

based on qualifications for the role and how capable the applicant will be to 

go the extra mile to have the greatest impact at Everlane 

Future Oriented & 

Adjusting for 

Demand and Supply 

- This includes anticipating demand, and supplying the right amount of 

employees for all the operations in Germany and providing the sufficient 

manpower needed to operate with no surplus or deficit 

Continuous Process - To meet the needs of an ever-changing business environment the HR 

department must be continuously evolving through evaluations. 

Strong Integration 

Between Human 

Resources and 

Overall Company 

Strategy 

- Developing a human resource strategy to support the business plan requires 

human resource management planning to be recognized as a fundamental part 

of the business planning process. 

- Approaching the HR systematically for Everlane would mean transmitting its 

key values - honesty, transparency, ethical consumption and low 

environmental impact - in human capital management, too. 

 

 

Appendix 19 - Cost Forecast 

First, when it comes to the cost of goods sold, every person is able to access it  on Everlane’s website 

because transparency is one of the core values of Everlane. For instance, the cost of a jacket priced at 

€115,20 includes materials (€24,76), labor (€19,99), transport (€1,80), duties (€3,06) and hardware 

($4,78). There are four main types of products sold by Everlane. In order to facilitate the cost forecast, 

we calculated that on average, the production cost of one item weighs about 40% of its sales price 

(Everlane, 2020). 

 

With respect to the rent of our brick-and-mortar shop, we decide to use the services of Bikini Berlin, a 

pop-up box (28m²), priced at €88,68/day. Therefore, the estimated yearly rent is approximately €32.368 

for the first year. We ponder that we shall take a cautious step in the first year before we have a thorough 

and comprehensive understanding of the German market. From the second year we plan to increase our 

budget for rent to €48.552 for a bigger pop-up box (42m²) in order to boost our sales performance (WE 

ARE POP·UP, 2020). 

 

Marketing is an indispensable part of our business operation in Germany. Fashion firms might have 

different marketing budgets in light of their own business development. In the retail wholesale industry 

the average marketing expense accounts for 10% of the total budget (Deloitte, 2016). Since we are a 

fresh establishment in a new country, we decide to dedicate 13% of our annual revenue to our marketing  

budget. It might not be precise, and we shall adjust it based on the real circumstances.  
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In fact, the transport cost is made up of two parts, online delivery in Germany and shipping cost from 

factories to the distribution center in Berlin. An average cost of online delivery per item is €3,79 (DHL, 

2020) inside Germany. In terms of the shipping cost, it has already been included in the cost of goods 

sold and thus the total transport cost will remain €3,79. 

 

With regard to the warehouse cost, we have decided to rent a warehouse close to our pop-up boxes. One 

of our options is the service of Storebox. A 2 meters long, 2 meters wide and 2 meters high box is €117 

per month. After calculation, we are in need of 10 boxes and therefore, the total yearly expense is 

€14.040. As time goes by, this expense will increase proportionally with our sales (Storebox, 2020). 

 

Furthermore, since we have been emphasizing our online sales, it is necessary to keep our platform 

functioning with maintenance, and we plan to adopt the price of WebFX, a monthly package of full web 

maintenance is €405. Therefore, the cost of our first year maintenance is €4.860. We also predict a 5% 

of increase as our business expands (WebFX, 2020). 

 

Additionally,  we conservatively predict a 5% of our yearly revenue as other expenses. To be more 

specific, office, electricity, gas and other bills are included in such expenses. The number might vary 

depending on our business operation but 5% is considered to be our yearly budget.  

 

Different assets have different life cycles and consequently, different depreciation rates. For instance, 

the depreciation rate of furniture is 10%, of laptops and computer software is 40%. When it comes to 

the calculation of the depreciation rates of our laptops, furniture, refurbishment of the first pop-up box 

and the second expanded pop-up box and software, in order to simplify our forecast, we decide to 

assume the average depreciation rate of all fixed assets is five years. Hence, in the first five years, 

Everlane will lose €15.480 in the value of the fixed assets on a yearly basis (Prateek Agarwal, 2018). 

 

With respect to our interest expenses, it shall be composed by two parts, dividends for investors and 

interest for the loans from banks. We plan to receive €320.000 from investors and €300.000 from banks 

in the first year. In the following years, we will borrow and pay back €100.000 on a yearly basis. As 

our parent company is going to be our investor, and we are under pressure to make profit, we decide 

not to pay dividends. Additionally, the interest rate of our loans is 1,98% in Germany (the 

GlobalEconomy.com, 2020). 

 

The last item on our income statement is tax cost. The company tax rate in Germany is 15% (The 

European Union, 2019). 

 

Appendix 20 - Average Cost and Sales Price  

 
 

 

 

https://taxadda.com/author/pa_161187_sonia/
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Appendix 21 - Rent 

 

 

Appendix 22 - Transport Cost 

 

 

Appendix 23 - Warehouse Cost 

 

 

Appendix 24 - Depreciation 

 

 

Appendix 25 - Investing Activities 

 
 

 Appendix 26 - Income Statement 
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Appendix 27 - Income Statement (percentage) 

 
 

Appendix 28 - Cash Flow 

 
 

Appendix 29 - Sensitivity Analysis - Operating Profit 

 
Operating profit is connected to both revenue and cost of goods sold 
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Appendix 30 - Sensitivity Analysis - Working Capital 

 
Working capital is only connected to revenue 

 

Appendix 31 - Sensitivity Analysis - Inventory 

 
Inventory is only connected to cost of goods sold 

 

Appendix 32 - Income Statement (Contingency Plan) 
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Appendix 33 - Income Statement * Percentage (Contingency Plan) 

 
 

Appendix 34 - Cash Flow (COVID-19 Version) 

 
 

 

Appendix 35 - Contingency Plan and Sensitivity Analysis 

In this project, we intended to propose an internationalization plan applicable in the context of a globally 

stable economic situation, or the so-called ‘perfect conditions’. However, in the face of the latest events 

of 2020 and the consequences that the global pandemic will inevitably have on every industry including 

fashion, it is essential to acknowledge that such a scenario would be found drastically affected by the 

Covid-19 and the unforeseeable financial crisis. The following section is based on the latest McKinsey 

reports and seeks to evaluate the scope of the impact these events will have on the development of the 

fashion industry and the survival of its players, the potential tangible consequences affecting supply and 

demand years from now, and the alternative scenarios for Everlane expansion into Europe.  

 



50 

Undoubtedly, the crisis is and will continue affecting every industry from tourism to finance. Yet the 

$2,5tn global fashion industry is particularly vulnerable to volatility: in the first quarter of 2020, the 

average market value of fashion companies dropped by almost 40% while the overall global sales this 

year are predicted to fall by up to 30% (with the luxury goods sector hit even more drastically). 

According to McKinsey and The Business of Fashion, with stores being closed from two months 

approximates 80% of publicly listed fashion companies in Europe and North America will face financial 

troubles or go bankrupt, unable to cover their cost of capital (McKinsey, 2020). 

 

A drastic decrease in the overall consumer spending along with the mental shift from lifestyle purchases 

towards necessities and the increased levels of anxiety over the future mean the consumer motivation 

to purchase clothing is at the all-time low. In Europe and the US, more than 65% of consumers expect 

to decrease their spending on apparel, with the main reason to purchase being a special discount or 

promotion (the ‘discount mentality’ and anti-consumerism is predicted to have major long-term 

implications for the fashion sector, similar to those of 2008 financial crisis). It is clear that the fashion 

industry suffers the most from the impact of the crisis due to the discretionary nature of clothing 

purchases; as of March 2020, 60% of consumers in the US reported that they need to be careful with 

their spending, with more than 1/3 of the surveyed participants stating the lockdown is causing a 

financial distress to their households (McKinsey, 2020). 

 

This means that currently a large number of retailers are sitting on the accumulation of the unsold 

seasonal stock and with the new Fall-Winter collections coming to shelves in just a couple of months,   

some of them, like for instance Primark, are turning to cancelling their orders with the suppliers. 

According to data from the Bangladeshi and Garment Manufacturers Exporters Association (BGMEA), 

more than a million Bangladeshi garment workers have lost their job due to the retailers cancelling and 

suspending existing orders worth a total of £2,4bn (including the orders that were already in production 

or had been completed). Additionally, the retailers are cancelling all upcoming orders and refusing to 

pay the cost of raw materials already purchased by suppliers. Having their factories closed for safety 

reasons for two months and having paid upfront the costs of the materials, many factory owners were 

obliged to lay off employees without any kind of compensation, causing a major distress to the country’s 

economy and its central industry (The Guardian, 2020). 

 

Meanwhile, China - the first country to be hit by the COVID-19 and one of the biggest consumer 

markets — is currently under the scrutiny of the world and the industry leaders since the recovery of its 

national supply chain will be a determining factor in the recovery of the global fashion industry. There 

is hope that the actions Chinese businesses apply today will serve as a playbook for other countries 

tomorrow; among those are examples of brands like Nike and Swatch Group pushing the e-commerce 

sales and focusing on customer outreach and omnichannel (McKinsey, 2020). 

 

However, not all industry predictions have been so bleak: according to trend forecaster Li Edelkoort, 

the pandemic will serve as a chance for humanity to reset its values and could accelerate the consumer 

shift towards more sustainable, purpose-driven businesses. The “quarantine of consumption”, as 

Edelkoort called it, meant people saw that it is possible to live with fewer possessions and travel less 

and still be happy. The virus disrupted global supply chains, yes, but it has also shown how this 

disruption could have potent environmental benefits, she argues (Dazeen, 2020). With the growing 

antipathy toward waste-producing business models, we could argue that the fashion industry in the post-

pandemic world will not only have to fundamentally change the way it sees itself and its role in the 
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global economy, but also rapidly respond to the changing nature of consumer demand and expectations. 

This would mean that companies with business models like that of Everlane will become increasingly 

relevant, meeting the consumer demand for transparency and serving as a benchmark for other fashion 

companies.  

 

Finally, the experts argue that the crisis presents an opportunity for collaboration within the industry, 

even among competing organizations. To mitigate the risks and share some of the burden, fashion 

companies at all the spectrum of the value chain will have to share the latest data insights and strategies 

in order to navigate the uncertainty. The crisis is likely to ‘shake out the weak’ and accelerate the 

downturn of the brands that already struggled before the Covid-19, resulting in numerous M&A 

activities and insolvencies, but it will also reveal some excellent opportunities for the industry to 

reinvent itself and for the businesses to improve their performance in an entirely new way (McKinsey, 

2020). 

 

Everlane Expansion: Alternative Scenarios and Drisis Management 

In the light of the situation described above, one potential outcome for Everlane could be temporarily 

suspending the expansion plan and implementing it in 2 years time in the worst scenario. Even with the 

financial crisis around the corner, experts predict that starting from 2021 the industry could regain 

positive growth of 2-4% (McKinsey, 2020). 

Our group wanted to evaluate an alternative scenario and take a look at some of the ideas that could be 

implemented to mitigate the risks in case of a contingency situation, in order to remain competitive and 

address potential financial losses with an adequate action plan for a neutral scenario. Below are some 

of the items our group has discussed and found relevant for Everlane based on the industry reports seen 

previously.  

 

1. Accelerate the pace of the digital transformation. 

In the wake of Covid-19 many brands saw that a heavy dependence on physical retail could have 

detrimental consequences for their businesses. Fortunately, Everlane emerged as a ‘digital-native’ 

company and has been focusing significantly on e-commerce sales since the very beginning. We believe 

a crisis such as the one the world is experiencing right now can point at the importance of accelerating 

the shift to digital channels for many companies. One part of it could be creating a system of automated 

processes in everything from contactless shopping and delivery. Additionally, the company could 

leverage Artificial Intelligence technology to enhance a customer’s digital experience by offering a way 

to choose the correct size and style without leaving your home. It is becoming more evident that 

products and services that have formerly been analog (like a salesperson consultation) will now need to 

be re-thought by the brands, and converted in some way into a digital version for their future survival. 

Finally, as a part of crisis response to boost sales the company could explore branching into other digital 

sales channels like multibrand marketplace platforms (Amazon, AliExpress) or more niche, exclusive 

community-based platforms (Net-a-porter, Farfetch etc). 

 

2. Diversify the supply chain. 

The previous section discussed the dramatic effects it could have for apparel companies to close their 

factories even for as little as two months. Upon discussing this issue, our group came to a conclusion 

that having a more diversified supply chain could help Everlane to avoid dependence on one particular 

factory. For example, right now Everlane has 33 factories (“a global ‘eco’ army of suppliers”) around 

the world: one factory in the United States, about twenty in Asia (in countries such as China, Vietnam, 
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Sri Lanka, India), factories for the accessories and footwear in Italy and one leather-goods supplier in 

Spain. It could be seen as a pretty diverse supply network, however, in terms of specific raw material 

(cashmere, silk) the company still relies heavily on just one trusted supplier. With 8,000 employees, 

their main factory nowadays is in Vietnam (The Global Fashion Business Journal, 2020). We believe 

that creating a system for the transfer of capabilities in case of a crisis is essential to minimize the risks 

(for instance, if the factory in Vietnam was to close, what would be the steps to transfer their production 

needs to another factory from the Everlane network and still guarantee the timely delivery of the goods). 

 

3. Business agility and the minimum viable nerve center.  

From 2008 and the post-crisis history we have seen that one of the critical mechanisms for the business 

survival is having a degree of organizational agility when dealing with crisis management. Given how 

fast the external conditions can change, companies like Everlane need to be agile in everything from 

operations to strategy and human resources management, which would allow them a necessary speedy 

reaction in adopting and scaling new processes. McKinsey's experts define this as a ‘minimum viable 

nerve center’. “In an unfamiliar crisis, such as the COVID-19 outbreak, the nerve center concentrates 

crucial leadership skills and organizational capabilities and gives leaders the best chance of getting 

ahead of events rather than reacting to them.” (Mysore, Usher, 2020). In some sectors, especially 

Finance, a similar mechanism is called ‘stress-testing’ but we believe having an emergency plan is just 

not enough; in the times of great uncertainty, developing a nerve center that is adherent to your 

organization’s values has to be a part of organizational culture. This could mean for instance creating 

cross-functional nerve center teams (ex: Supply Chain Stabilization, Customer Engagement) and 

granting them enough decision-making authority to manage the crisis in each of the business areas 

(McKinsey, 2020). 

 

Sensitivity Analysis 

The majority of items on our financial statements will be influenced by changes from the society. 

However, operating profit, working capital and inventory are the most affected elements. Hence, we 

run a set of analyses in order to contemplate how sensitive they are. 

 

Contingency Plan: Financial Analysis (Neutral Scenario) 

In the scenario with such an unprecedented pandemic, our revenue generated by the business operation 

will inevitably stumble, but if we handle the crisis appropriately, our profitability does not have to be 

harmed to an extreme degree. Therefore, a sensitivity analysis is indispensable since it allows us to 

grasp a more thorough understanding of the possible effects brought by the crisis. For the time being, 

there is no precise forecast about how long Germany’s economy will fully recover. However, history 

might leave some hints. The 2008 financial crisis lasted 18 months (Jackson, 2020). Moreover, the 

economic effect of the COVID-19 crisis is predicted to be worse than 2008 (WTO, 2020). Therefore, 

we assume that the economic influence of the COVID-19 will last for two years. In other words, after 

two years, the world economy will get back to the normal level. In this analysis, we will concentrate on 

our income statement and cash flow in terms of the operating, investing and financing activities.  First, 

most of the items on our profit and loss statement will not remain constant any longer, but we selected 

a few of them to be the variables since they have greater weights. Secondly, our search for the sources 

of financing might be more strenuous. Therefore, a detailed contingency plan is needed in order to 

convince our investors and banks. Aside from this, alternatives shall be considered. 
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In terms of our sales performance, it is blatant that people’s desire for consumption dwindles, especially 

for going to the pop-up box since the advent of a vaccine for the COVID-19 will probably be 2021 

(BBC, 2020). The fear of contracting the virus would cause a hassle for customers who flock to densely-

populated stores or high streets. Nevertheless, if we are agile to adapt and focus more on our digital 

platform when it comes to tackling the retail industry transformation and forced by such an 

unprecedented crisis, we might be able to alleviate our losses. After taking into consideration the various 

factors and their effects mentioned above, we predict a 20% decrease in our combined online and offline 

sales in the first year. Aside from this, since the retail industry and German economy need time to 

recuperate, the growth rate of our business will not remain constant but climb gradually, starting from 

10% in the second year, and 20% in the following years. 

 

With respect to our cost of goods, there are a few elements to look at: raw materials,  labor, transport, 

duties and hardware. Since mass production is inevitably slowing down, raw materials and transport 

will become more costly because economies of scale will be harder to achieve. Nevertheless, duties 

might be lifted as policymakers are likely to reduce them in order to galvanize their economies (The 

European Commission, 2020). Thus, we predict a 15% increase in our COGS for the first two years. 

 

Moreover, it is highly likely that we will not be allowed to reduce the salaries of our staff because their 

rights are protected by law. Nevertheless, in order for companies and the German economy to overcome 

the crisis and turn around the situation, most companies would possibly try to convince their employees 

to forgo the year-end bonuses. We assume that the same bonus cut takes place in our company for the 

coming two years and the salaries go back to normal starting from the third year, which would be a 

relief since the salaries account for more than 50% of our revenue. Apart from this, our human resource 

structure will be modified consistently with  our new digital marketing strategy. To be more specific, 

as our offline store activities decrease and the necessity of averting squandering our resources, we ought 

to plan to only recruit three sales associates, and we will hire two more in the third year. 

 

Additionally, faced with one of the most severe crises, it is dispensable that we keep a tight budget in 

light of survival. Instead of dedicating 13% of our revenue to our marketing and advertising activities, 

we plan to place 10% to them. However, it does not mean we allocate fewer resources to such activities 

but take advantage of this opportunity to operate our business more efficiently and effectively. By doing 

so, we could mitigate our pressure put by the expenses.   

 

Due to the changes in the revenue and costs caused by the COVID-19 crisis, we need more financing 

to support our internationalization in Germany. Under the uncertainty, we believe that it is better to 

demand an increase of investment to €500.000 from our parent company since it has become much 

harder than before to get loans from banks. (CNBC, 2020) 
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