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ABSTRACT,

The fashion industry is the second biggest polluter in the world. Due to consumers'
awareness of this situation, sustainability became a more pressing matter for textile
and apparel companies. One way of improving themselves in this area is to become
more environmentally friendly. Hence, these companies started environmental
sustainability initiatives to enhance their manufacturing process and make it more
sustainable.

This thesis picked five different fashion and apparel companies worldwide and
empirically assessed the impacts of their environmental initiatives on the value of the
company. The results of these assessments will help companies see the impact of
sustainability events could have on their stock value. Moreover, the results will also
show that these initiatives could help the companies cut costs, which could financially
benefit them and the environment in the long run.
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1. INTRODUCTION

1.1 Textile and apparel industry

The textile and apparel industries can be classified among the
fastest growing industries worldwide. The industry can be broken
down into two main parts: the production of textiles and fabrics
from raw materials and the transformation of these fabrics into
clothing and other accessories. Textile industries involve
designing, producing, and selling the finished goods to the
customers (Singh & Khajuria, 2018).

Worldwide textile and apparel industries have an estimated
consumption of more than 30 million tons of textile a year. The
manufacturing units rely on toxic and harmful chemicals to
process the textiles. This leads to an abundant amount of toxic
waste, environmental pollution, and public concern (Singh &
Khajuria, 2018). This problem creates a severe harmful
environmental impact on our world (Chen & Burns, 2006).
Throughout this century, there has been increasing concern from
societies about environmental issues (Machado, 2018). There are
various concepts of the term 'sustainability’; the United Nations
defines sustainability as "meeting the needs of the present
without compromising the ability of future generations to meet
their own need" (United Nations Brundtland Commission, 1987,
p.16). Chapy's (2009)' perspective strategic research' and Hauff
& Kilien's (2009) paper 'sustainable development' dilate on the
UN's definition and proceeds to distinguish three dimensions that
are associated with the term ‘sustainability.’ Those three
dimensions are environmental sustainability, economic
sustainability, and social sustainability.

1.2 Environmental sustainability

The environmental dimension only will be explored in this thesis.
The environmental sustainability dimension is about a company's
ability to reduce the harmful impact it has on the environment.
This includes the company's ability to use scarce resources in a
responsible non-profligate way, reduction of their greenhouse
gases emissions, controlled or reduced all kind of waste and
plastic pollution (Hauff & Klien, 2009)

Based on the research Phil Kotler conducted in 2011, if
businesses do not start changing the way they behave and work,
they will no longer be profitable in the long run and eventually
seize to exist. This is due to the degradation related impact they
would have on the environment. Scarce natural resources will not
be easy or cheap to obtain or to use in manufacturing.
Additionally, the reputation of the company will be hindered due
to the negative impact of being unsustainable on their public
image, causing the company's customers to stop buying their
products (Kotler, 2011).

This thesis will be focusing on the global fashion companies in
the textile industry and their impact on the environment. The
reason for this specific industry is that they are the second biggest
environmental polluters on the planet (Cotton, 2018). The
biggest environmental polluters on the planet is the energy and
oil industry. However, this thesis focuses on the impact done by
the second biggest polluters instead due to the lack of research
done on the textile and apparel companies in this field. The
impact of fashion companies on the environment will be
elaborated on further in the thesis.

1.3 Research project motivation

This thesis explores efforts that are being done by firms in the
textile and apparel industry to reduce harmful environmental
impact and promote environmental sustainability. Then this
thesis will address the topic of whether these events have an
impact on a firm's market value.

The companies that will be analysed will be from the stock
exchange market since it will be easier to get financial
information on them; moreover, their reports are accessible by
the public. The companies will be from the top profiting firms
worldwide, which is based on the ‘global fashion index' from
McKinsey & Company (Hanbury, 2018). These companies are
Nike, Adidas, H&M, LVMH and Inditex Zara. These companies
have been promoting environmental sustainability practices
more than most of the big companies in recent years. In addition
to this, companies were chosen from several countries to see if
the impact is the same or different around the world.
Furthermore, this study will show literature and background
review of theories that explains how companies can become
more sustainable and increase in value simultaneously.

1.4 Research Relevance

1.4.1 Academic relevance

This thesis aims to justify why businesses become sustainable
and if becoming sustainable truly benefits them or not.
Furthermore, it aims to indicate how difficult it is to see if a
company is becoming more profitable just because it is becoming
more sustainable. This will show if it is financially justifiable for
companies to pursue environmental initiatives or not.

1.4.2 Practical Relevance

The research conducted aims to provide statistical data on
companies during the time they introduced their sustainable
events. This data will show if their stock value and/or their profits
were affected negatively or positively within the given time. This
research intends to help researchers discover more of the effects
of a sustainable event on a company. The outcome will help
companies see the benefits or the disadvantages of becoming
environmentally friendly.

2. ENVIRONMENTAL SUSTAINABILITY
PROBLEMS AND DEVELOPMENTS IN
THE TEXTILE INDUSTRY

Environmental issues such as climate change, plastic pollution,
and waste pollution have been dominating headlines in the
newspapers for the past decade. As previously mentioned,
fashion industries are the second-largest polluter in the world
(Cotton, 2018), The problems in this industry vary from
producing wasteful plastic bags to wasteful consumption of
natural resources, e.g., carbon gas footprint and water usage. The
supply chain for some of the companies in this industry is not
sustainable. Microplastics produced from the textile industries
pose a great threat to marine organisms as they are found as a
major source of containment in the oceans (Mathalon & Hill,
2014; Remy et al., 2015). The article 'putting a price on global
environmental damage' claimed that the top 300 public
companies in the world are responsible for almost 2.2 trillion
dollars in environmental damage (Wainwrigh, 2010). The same
article argues that the damages will rise to 28 trillion dollars by
2050 if the companies keep operating in the same way they are.
These damages are linked to greenhouse gas emissions, water
use, air pollution and excessive usage of unsustainable resources.
This shows the amount of negative impact the textile industry
already has on the environment (Wainwrigh, 2010).

Nevertheless, many companies already started initiating a
sustainability approach towards providing their products (Tan et
al., 2016). Design companies such as Nike and H&M are
becoming sustainable in many ways — recycling materials,
lowering gas emissions from factories, fair trade, etc. For
example, H&M, though is becoming more sustainable in its way
of producing clothes, the majority of the materials their suppliers
are using are not eco-friendly. Even though H&M received a top
score on the supplier code of conduct report in 2018, this code



only applies to a small part in their supply chain (Robertson,
2020). Companies such as Nike and Adidas have been promoting
their companies to the public as a more sustainable company.
They used various ads and marketing campaigns to show the
world that they are becoming more eco-friendly (Crasto, et al.
2020). For example, Nike's "Move to zero" campaign, which was
announced in September 2019, aims to power facilities with
100% renewable energy as a way of tackling climate change
issues.

In order to explore this research further, a research question and
its sub-questions will be introduced.

3. RESEARCH QUESTIONS

The main aim of this paper is to see the impact of sustainability
events listed in section 6 on the share value of the five companies
listed in section 1. The reason behind this choice is to identify the
benefits behind sustainability initiatives can have on a company
and encourage companies to become more sustainable. If there is
more research done about this topic to prove the correlation
between being sustainable and being more profitable, more
companies will be inclined to become more environmentally
sustainable. Which brings this paper to the following research
question:

How does the implementation of environmental sustainability
events by fashion textile companies affect their share value?

Additionally, the next three sub-questions will be answered in the
Theoretical Background (section 4), Results and Discussion
(section 8) and the conclusion (section 10)

- Sg1: Whatkind of theories and practices exists that can
explain the connection between being sustainable and
the share value of a firm?

- Sg2: In what ways do sustainable practices affect the
company, the share value, and the environment?

- Sg3: Does the stock price of a firm increase or
decrease after a sustainability event is introduced?
What could that entail?

4. THEORETICAL BACKGROUND

Some research has already been done about the connection
between sustainability and profit. In 2013, Golicic & Smith
researched the link between environmentally sustainable supply
chain management practices and a firm's overall performance. A
study by Gunasekaran & Alain in 2012 discussed the importance
of sustainable business developments in manufacturing and
services. Keeping a balance between social, economic, and
environmental concerns is vital to safeguard the environment.
They explained how using methods such as reverse logistics
(practices related to the reuse of products and materials) is
imperative to safeguarding natural resources. A study by Harvard
business review (Haanaes, et al. 2013), proved that organic
methods in farming dropped farm's costs, improved average
yields by almost 30%, and produced cotton that was more elastic
than it was usually grown beforehand. This implies that being
sustainable could be financially rewarding. The next five theories
are used to explain different ways a company can become
sustainable and can measure their sustainability KPIs.

4.1 Resource-based view (RBV):

The resource-based view model suggests that a firm's ability to
manage resources is the key to achieving competitive advantage
and superior overall performance over its competitors (Russo,
1997). By focusing on a firm's assets, the firms begin to develop

and combine their resources, allowing them to utilize their
resources correctly leading to an advantage over their
competitors (Joseph, Rajendran, 1992). An example would be if
a conglomerate has two different companies in one area. These
two companies need delivery of products. Instead of having
different schedules and transportation methods for both
companies, the conglomerate should try and combine the
delivery method of both companies to save costs. This also
includes how supply chain optimization can impact the company
and the environment positively. This view was developed in
order to gain an advantage through careful consideration of the
internal resources.

The RBV helps the company realize their dynamic capabilities.
This is defined as the "firm's ability to integrate, build and
reconfigure internal and external competences to address rapidly
changing environments" (Teece, et al.,1997, p.516). In other
words, it allows the company to adapt its resources to the fast-
changing environment.

To be able to achieve environmental sustainability, firms need to
find a way to consume renewable resources instead of scarce
resources and to find a sustainable way to use the finite resources.
This theory emphasizes the significant value of identifying and
using resources in a proper way which will eventually
automatically make the company more sustainable and more
profitable in most cases, see section 7.7 for examples (Gherra,
2010).

4.2 Corporate Social Responsibility as a

long-term success factor (CSR)

This theory highlights the social responsibility of a company and
identifies the long-term benefits for a company that is trying to
achieve CSR (Brusseau, 2012).

CSR has 4 dimensions:
Table 1: CSR Dimensions

The obligation for a business to generate
money

The Economic
Responsibility

The Legal
Responsibilities

The accountability of a firm to follow the
rules, regulations, and laws

The Ethical
Responsibilities

The responsibility of a company to do the
'right' thing even though it is not a legal
requirement

The The firm's actions towards independent
philanthropic projects in the society. This is when a firm
Responsibilities | tries to do good for the community it lives
in.

The theory implies that before going on to the next dimension, a
firm needs to satisfy the previous dimensions; for example, a
company that is suffering economically should not be trying to
fulfill the ethical responsibility it has.

Green/environmental CSR can reduce business risk, improve
reputation and provide opportunities for cost savings. Green CSR
aims to reduce and effects that are harmful to the environment
through the business process of a firm. This is a wide range of
actions that businesses may take, such as waste management,
energy usage, recycling, etc. the implementation of any of these
actions could be the cause for cost savings, which in return means
more profit (Baumgartner, 2014).



4.3 Sustainability performance management
(SPM)

SPM is a method that addresses the KPI's of the social, economic,
and environmental aspects of the business (Epstein and Roy,
2003). Measurement of these aspects could help identify
components where the business fails to implement sustainability
measures and also identifies which components are rewarding
the company because of it being sustainable. For example, a
study done by Bragdon and Marlin in 1972 showed that reduced
pollution from a business is linked to an increase in profit.
Furthermore, SPM enables the company to teach their employees
about the importance of becoming sustainable and allows the
employees to develop their own connection with the objective.
This could be very helpful as it empowers all divisions of the
company to become more sustainable (Gadenne, et al., 2012).

Using this method, it is easy to measure what steps and actions
the company did to reduce the pollution they generate. SPM
allows the company to assess and manage its sustainability KPIs'
making it easier to identify which KPI needs improvement. As
soon as a company identifies this KPI, it can begin to improve on
it.

4.4 Stakeholder theory

Based on the stakeholder theory, a business should satisfy their
stakeholders and not just pursue the highest profit. A stakeholder
is by definition "any individual or group of individuals that can
influence or are influenced by the achievement of the
organization's objectives" (Freeman, 1984). The company needs
to comply to different stakeholder demands not just shareholder
demands (Freeman, 2010). External stakeholders are customers,
suppliers, members of a community, etc. Internal stakeholders
are the employees and shareholders. The external and internal
stakeholders started to worry about the environment and care
more about companies who project a sustainable way of
conducting business rather than companies who are solely
focused on profit. External and internal stakeholders are putting
pressure on businesses to become more sustainable. Business
who do not try to be more environmentally friendly suffer from
loss of customers (Vithessonthi, 2009). one of the studies done
in 2017 states that firms who do adopt sustainability practices
have increased financial performance. This shows that some
companies benefited from implementing sustainability initiatives
(Lassala-Navarré, et al., 2017).

4.5 Linking of theories

These theories discuss the importance of reviewing how business
is conducted in the company and trying to utilize the process in a
way that makes it more sustainable and less costly. These
theories also talk about the importance of considering consumers'
views as it may affect the image and profitability of a company.
Its previously mentioned how harmful a company could be
towards the environment as a result of not paying attention to the
location and the methods used to get their materials and the way
some of their suppliers dispose of waste. These theories suggest
ways to identify these harmful actions and introduce methods on
how to overcome them. This will be elaborated on throughout
sections 6,8, and 9.

5. RESEARCH METHODOLOGY:
EVENT STUDY & METHOD OF DATA
COLLECTION

Each companies stock price during the sustainability event years
will be analyzed to see the effects of the sustainability event on
its company's stock value. This thesis is based on an event study
method. Event studies are regularly used for firm-specific and
economy-wide events. The event study's objective is to measure

the extra movement in a stock's price (called the abnormal
return). This extra movement occurs because of unforeseen
information that has the potential to influence the company's
future earnings potential. (Zoogah, 2014). According to
Mackinlay, the impact of an event on a firm's financial
performance or its stock value can be captured by the abnormal
returns from the study event. An event study conducted on any
company will show all changes in its stock price. An Event study
allows the researcher to discover trends or patterns in the stock
prices. When the same type of event study model is used to
analyze different events of the same type, a trend or a pattern
could be revealed, which would help companies assess the
effects of these events (Mackinlay, 1997).

A study event is better to use in this scenario than a regular
qualitative analysis since it allows the researcher to focus on one
specific time frame and one event. Then it allows the researcher
to analyze the stock prices in the given time frame, which can
show the effects of the event on the company at that time.

To test the sustainability events, quantitative data will be
collected then a p-value assessment will be conducted in order to
analyze those data. The assessments of the events will then
indicate if the hypothesis introduced in section 7 is to be rejected
or not. Then a qualitative data about the profits of each company
will be collected through their annual financial reports and used
as an extra assessment. The outcomes of both assessments will
be discussed for each company and a conclusion will be drawn
about the effects of sustainability events on a firm's market value.

5.1 Event Study: Gathering of Statistical

data

The data that is collected consists of stock values before and after
a sustainability initiative conducted by the companies. The
procedure of an event study data collection could differ from one
study to another. There is no unique one structure for a researcher
to follow, rather a general flow of steps (Mackinlay, 1997).

1. Definition of event and identification of period: The
event must be defined and the period on which the
prices of the firm's stock will be examined (event
window) should be identified. The events in these
cases will be promotional campaigns and/or
sustainability initiatives done by the companies

2. Determine selection criteria for firms: The criteria
could have restrictions that are imposed on the data's
availability such as undiscovered data. Hence, the
companies that will be chosen must all follow the
same criteria in order for any potential biases to be
eliminated. The index that will be used for the market
is the Standard and Poor's 500 (S&P 500). This will
ensure a good representation of the entire stock
market.

3. Data collection: The firm's stock price data will be
gathered using a statistical algorithm based on yahoo.

4. Estimation period: This period is defined as the
period prior to the event. The estimation period for
the events is set to be 250 days and the event period is
25 days. The event window is long enough in order to
be able to calculate meaningful estimates of the
normal return.

5. Analysis of data: As mentioned before, this study is
based on a market model. A market model is a
"statistical model which relates the return of any
given security to the return of the market portfolio"
(Mackinlay, 1997, p.18). All measurements and
equations are based on Mackinlay (1997) 'Event




studies in economics and finance'. Before the
introduction of the abnormal return equation, some
notions will be introduced to facilitate the
measurement of abnormal return.

"Returns will be indexed in event time using t.
Definingt =0 as the event date, t=T1 + 1to t = T2
represents the event window, andt=To+ 1to=T1
constitutes the estimation window. Let L1 =T1 - To
and L2= T2- T1 be the length of the estimation
window and the event window, respectively. The
post-event window will be fromt=T2+1to =T3
and of length L3 = T3- T2” (Mackinlay 1997, p.19).
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R;; and R, are the return for the event in period t
for security i. and letR,,,., t=T,+1,..., T2, be the
sample of L2 abnormal returns for firm i in the
event window. This leads to the following
abnormal return equation
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The cumulative abnormal return is equation is
CAR;(T1,T2) = En AR [7]

5.2 Quantitative Analysis Method Two: P-

value

During a statistical test, the p-value is used to decide whether to
support or reject a null hypothesis. For this research, a two-tailed
test will be used to identify and test the p-value. A two-tailed test
is a method that determines whether a mean is greater than or less
than a specific range of values. For this scenario, an alpha value
of 5% (.05) will be used. Meaning there is a 5% chance the there
is enough evidence to reject the null hypothesis. Since this is a
two-tailed test, the significant level of 5% is divided into two,
one at the begging of the model and one at the end of the model,
as seen in figure 1.

/2=0.025 0/2=0.025
),/ -1.96 1.96

-3 -2 -1 0 1 2
Figure 1: Two-Tailed Test

This indicated that if the p-value is below 2.5% or above 97.5%
(100-2.5), then there is enough evidence to reject the null
hypothesis. If the p-value is close to the significant level, for
example (3% or 97%), then the evidence for the rejection of the
null hypothesis is weak. However, if the p-value is far from the
significance level, for example (25%, 44%, 66%) indicates
strong evidence for the null hypothesis (Kock, 2015).

6. SUSTAINABILITY EVENTS DONE BY
THE COMPANIES

Throughout this section, all the sustainability initiatives done by
the companies that are being investigated will be listed.
Sustainability initiatives, as explained before, could be a
promotion, product, or a plan to reduce waste, etc. these events
were identified based on articles and the annual reports of the
companies.

Adidas presented the 4 Ps framework and rooted them into their
marketing strategy in 2014, as seen in their 2015 annual report.
The 4 P's are Product, Price, Place, and Promotion (Kumar,
2013). In this case, Adidas focused on the product part and they
started to utilize their resources and invest in more research.
Adidas started implementing a new technique for chemical
management. Their goal was to have products free of PFC as well
as other hazardous substances. This project also allowed them to
develop new products like Drydye, which saved them 100
million liters of water. They introduced the first footwear made
out of ocean plastic and promoted them worldwide.

Nike had two sustainability projects in the years 2010 and 2011.
The first one was the redesigning of the shoe box. During that
time, the corrugated cardboard for shoeboxes was Nike's biggest
purchase. Hence, to lower the amount of waste caused by
packaging Nike started rethinking the way they produce the box.
The new shoebox they created uses 30% less material than the
previous one. The box is made from recycled material and can be
recycled after usage. The second act was to collaborate with other
companies such as C&A to eliminate the discharge of hazardous
chemicals in their supply chain. Moreover, through increased
access to renewable energy Nike was able to lower its carbon
dioxide levels and sustain that level through those years (Wang,
2018).

Inditex the biggest apparel company on the planet. In 2015
Inditex set its Strategic Environmental Plan that focused on the
efficient use of resources -can be found in their 2015 annual
report. The plan was implemented throughout their entire supply
chain, from design and sourcing to manufacturing, logistics and
sales. Implementing such a plan is not cheap. For example, two
of their most important raw materials are cotton and polyester.
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Instead of getting cotton at a lower price, they decided to source
cotton that was organically grown. Inditex also increased the use
of recycled polyester. Moreover, this plan includes the goal of
reducing energy and water consumption. In order to reach their
goals, constant improvements in their supply chain had to be
carried out. This caused Inditex more costs on the management
and monitoring aspect according to their annual financial report.

LVMH started one of its first sustainability programs in 2012,

The LIFE Program. This program was created to advance and

promote their environmental performance and enhance their

image (Carcano, 2013). This program allowed LVMH to

introduce new environmental management tools that enable

better environmental management and new innovative

sustainable practices to be implemented. This program had four

main objectives:

1. To shrink the environmental footprint of product creation
by 2020.

2. To monitor and trace where the raw material they get

from their suppliers comes from in order to try preserving

natural materials to the best of their capabilities.

To reduce CO2 emissions by 25% by 2020

4. Lastly, for all their sites to reach 10% better performance
on their environmental performance indicators; this
includes water and energy consumption.

w

H&M's Conscious collection is one of its biggest sustainability
approaches. This collection launched in 2010 with one goal
ahead: to be more sustainable in every way (less waste, less CO2,
etc) (Shen, 2014). This was achieved through obtaining raw
materials that were more sustainable such as organic cotton and
recycled polyester. Not only did this new line in H&M use eco-
materials, but it also offered the chance for people to bring their
old clothes (from any brand in any condition) to H&M so it can
be recycled. The owners of the donated clothes also receive a
discount for their next H&M purchase.

7. HYPOTHESIS DEVELOPMENT

To analyze the data, the null hypothesis needs to be established.

Hy: There is no significant impact on the stock value due to the
organization's sustainability event.

Hy,: There is a significant impact on the stock value due to the
organization's sustainability event.

This null hypothesis suggests that there is no significant
relationship between the sustainability initiatives done by the
companies and their stock value. The results will show whether
there is a significant relationship between the sustainability event
and the stock value or not.

8. RESULTS AND DISCUSSIONS
8.1 Results
8.1.1 Adidas

As mentioned in section 5.2, Adidas introduced the 4 P's
framework into their strategy. This allowed them to improve
their chemical control system to reduce their PFC as well as other
hazardous chemicals and develop new products that are more
environmentally friendly.

8.1.1.1 P-value results

The outcome of the test was p = .44, which means that there is
not enough evidence to reject the null hypothesis and it is
assumed that this event had no impact on the value of the firm.

8.1.1.2 Qualitative profit results

In 2014, Adidas jumped from 6.92 billion dollars in revenues to
8.16 billion dollars in revenues in 2015, according to their annual
report. This suggests that they performed better financially after
introducing the sustainability event; however, this does not mean
that the sustainability event is directly the cause of that.

In figure 2, a slight increase in the stock value of the firm can be
seen by the end of 2014 and the begging of 2015.
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Figure 2: Adidas" stock prices from 2002 to 2020.

8.1.2 Nike Event 2010
Nike's first event analyzed is the redesigning of their shoebox in
2010.

8.1.2.1 P-value results

The p-value for this test was p = .49, which means that the null
hypothesis is not rejected and it is assumed that this event had no
impact on the value of the firm.

8.1.2.2 Qualitative profit results

Nike's annual income in 2010 was approximately 19, 014
million, which is only slightly lower than 2009's 19,176 million.
It shows that the income was a little lower in 2010 than in 2009.
However, the return on equity grew from 2009 to 2010 by 2.7%,
suggesting a higher profit rate. The net profit in 2010 was 1.9
billion and in 2009 was only 1.4 billion. So even though the
revenue was lower in 2010, Nike had higher profit and lower
costs.

A slight increase in the stock value of the firm can be seen in
figure 3. In this case, it is unsure of where the increase in profit
came from. The test shows that it is unlikely for the event to have
actually caused the increase in profit.
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Figure 3: Nike's stock prices from 1980 to 2020.



8.1.3 Nike Event 2011

Nike's second sustainability event was a collaboration between
them and other companies to reduce hazardous and harmful
substances into the environment through their supply chain.

8.1.3.1 P-value Results

The test results from this event study show a p-value of .68,
suggesting that there is not enough evidence to reject the null
hypothesis. This indicates insufficient evidence to conclude that
this event had a direct impact on the value of the firm.

8.1.3.2 Qualitative profit results

Nike's profit in 2011 was 2, 124 million dollars. In 2010 as
mentioned previously, they only had 1,900 million, which means
that Nike Profits kept on increasing even after the introduction of
the sustainability event.

Moreover, as seen in figure 4, the stock price also kept on
increasing during the year.
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Figure 4: Nike's stock prices from 1980 to 2020.

8.1.4 Inditex

In 2015, Inditex planned to use their resources as efficiently as
they can throughout their entire supply chain. This was done
through its Strategic Environmental Plan.

8.1.4.1 P-value results

The test showed a p-value of .19. A p-value this high is not
statistically significant and indicates strong evidence for the null
hypothesis. This means that the null hypothesis is retained and
not rejected. Hence, the event had no significant impact on the
value of the firm.

8.1.4.2 Qualitative profit results

The end of the fiscal year report of 2014 shows the net profit for
the company was 2.5 billion dollars. The end of the fiscal year
report of 2015 showed 3.17 billion dollars in profits. Hence, there
was a considerable increase in profit. Additionally, the price of

the stock of the company in those years also increased, as seen in
the graph below.
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Figure 4: Inditex stock prices from 2002 to 2020.

8.15 LVMH

LVMH "The Life Program" was integrated across numerous
departments throughout the company. Due to the fact that this is
a huge company and the event in question is not just one event
but a collection of multiple activities and actions, its harder to
determine if this program had a direct impact on the value of the
firm without extensive analysis of the company's financials.

8.1.5.1 P-value results

The test results showed a p-value of .61, meaning the null
hypothesis is not rejected and the event had no significant impact
on the value of the firm.

8.1.5.2 Qualitative profit results

The company's profits had increased in 2012 by roughly 12%
when compared to 2011, making the profits go from 3,065
million in 2011 to 3,424 million in 2012, as seen in their 2012
annual report. As clearly shown below in figure 6, the stock price
also increased during that time.
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Figure 6: LVMH stock prices from 2000 to 2020



8.1.6 H&M
The last event that was researched in this thesis is the H&M
Conscious collection.

8.1.6.1 P-value results

After conducting the test, a p-value of .35 was realized. Meaning
the null hypothesis is not rejected and the event had no significant
impact on the value of the firm.

8.1.6.2 Qualitative profit results

When this collection was introduced in 2011, according to their
annual report for the year 2011 the profit decreased from 1.7
billion to 1.5 billion. Many reasons could have resulted in the
decrease in profit; however, it was not clear in this research as it
needs an extensive financial check of the company, which is out
of this thesis' scope. lllustrated in the figure below, the stock
prices for H&M can be seen. Between the years 2010 and 2011,
a slight fluctuation in prices can be seen. However, by the end of
the year 2011, H&M had a higher stock value than they did in
2010, as seen in table 7 in section 8.2.
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Figure 6: H&M stock prices from 2008 to 2020.

8.2 Discussion of Results

The null hypothesis in the research conducted stated that there is
no significant impact on the stock of the value from the
sustainability event. In all the tests above, the null hypothesis
could not be rejected, stating that the event had no significant
impact on the value of the firms. Nevertheless, the qualitative
data gathered on the stock of the values showed that the average
stock value of all firms increased in the years of the events.

To further illustrate this, below are the average stock prices of
the firms by throughout the time of the studies, collected from
Google Finance.

Table 2: Adidas

Name /Year The year 2009 The year 2010
Adidas stock $27.81 $39.6
price

Table 3: Nike Event 1
Name/Year The year 2009 The year 2010
Nike stock price | $11.44 $15.75

Table 4: Nike Event 2
The year 2010 The year 2011

Name/Year

Nike stock price | $15.75 $20.36

Table 5: Inditex

Name/Year The year 2015 The year 2016
Inditex stock $23.79 $30.19
price

Table 6: LVMH
Name/Year The year 2014 The year 2015
LVMH stock $126.7 $152.8
price

Table 7: H&M
Name/Year The year 2010 The year 2011
H&M stock $200.5 $222.9
price

One of the limitations of this study is the uncertainty of the
impact of the event in relation to each company's reputation,
which will be elaborated on further in section 9. The reputation
of a company could affect the demand for its stock, which in
return, affects its value. One of the reasons a stock price increase
or decrease is the demand for it. The demand is affected in
response to new public information that causes traders to revise
their beliefs (Madhavan, Richardson, 1997). The price of stock
increases if there are more people wanting to buy the stock rather
than selling it. The popularity of a stock is based on multiple
things; one of them is the reputation of the company. If a
company's reputation is poor, then it is likely that many people
will not be interested in buying their stocks. Contrarily, if the
reputation is good, then more people will be inclined to buy their
stock, which will lead to an increase in demand leading to an
increase in value (Eccles, et. All, 2007).

The stock prices and profits for most companies inclined after the
introduction of the sustainability event. For example, Nike's
share price in 2009 was around 11 dollars. Then after the
introduction of the new shoebox, their share value was around 15
dollars. This can be linked back to the theories introduced in
section 4 on how a sustainability event can cause a drop in costs
and can help a company become increase its profits.

Referring back to the stakeholder theory, section 4.4, Businesses
need to satisfy both internal and external stakeholders and not
just their shareholders. Many businesses started becoming more
sustainable because their stakeholders demanded it. Businesses
who did not comply with their stakeholder's demands usually lost
them. It affected their reputation in negatively driving the
consumers and many more stakeholders away. Many businesses
that did comply with these demands became more profitable
(Lassala-Navarré, et al., 2017; Vithessonthi, 2009).

Nike's show box case, as mentioned previously, helped in
reducing the amount of material they needed. Moreover, in that
year alone, they saved approximately 200,00 trees from being
chopped and used for the boxes (Wang, 2018). The decrease in
costs because of this event caused an increase in profit. The RBV
can be used to describe what Nike did in this situation. They
adapted their resources to the changing environment. The old box
materials were expensive and not sustainable, which lead them
to work with their suppliers to find a different material to use.
This different material lead to reduced costs in manufacturing
and a positive impact on the environment.



The second case this can be seen in is the DryDye. Adidas
created a new dye that does not need water but uses carbon
dioxide instead. Not only does this hew method enables Adidas
to suspend the use of water in the dyeing process, but also allows
them to use 50% less energy and 50% fewer chemicals than the
traditional dye. According to their financial report, the costs have
dropped significantly, causing a rise in profit. This method could
be based on the RBV theory. The company was able to identify
its scarce resource (water) and eliminate it from the equation,
making it cheaper and sustained for the long term (Vadicherla &
Saravanan, 2015).

In 2010, LVMH introduced 5 new principles for there code of
conduct, basing some of them on CSR. The third principle in
particular, talks about brand image enhancement. LVMH
believes that enhancing their image to the public is the best way
to go forward (LVMH Moét Hennessy - Louis Vuitton, 2015).
One of the ways they tried doing so by is the life program they
introduced in 2012 to improve their sustainability image as well
as their performance. After this event was introduced, an increase
in stock price and profit can be seen. The relation between these
two occurrences is weak; however, according to the theory of
CSR and stakeholder theory, the event could be one of the
reasons why both numbers increased. (Djuliardhie, et al., 2016).

Reverting to section 4.3, SPM theory could be used by LVMH as
their sustainability initiative is a program to keep track and
advance their environmental performance and enhance their
image. They can set new KPIs to their new goals and keep track
of them using this theory.

Furthermore, some of these sustainability events did impact the
environment in a positive way, as shown in the Nike and Adidas
cases. This shows that companies can reduce their harmful
environmental practices and still make money. These cases are a
big deal since Nike and Adidas are considered to be leading
companies in their field. These companies becoming more
environmentally friendly could cause other companies to do the
same.

The results suggest that even though the tests indicate the
likelihood of the events having no significant impact on the value
of the firms. There might be a chance that there was an indirect
slight positive impact on the value of the firms by enhancing the
companies' reputations on the market and cutting costs in some
functions in the company.

9. LIMITATIONS AND DIRECTIONS
FOR FUTURE RESEARCH

In order to fully comprehend the impact of one event on a
company's value, all other aspects must be analyzed
simultaneously. The profit is not the only factor that determines
the value of a stock. The demand for the stock is also another
factor, as mentioned before in section 8.2. Demand could
increase based on the promises, reputation and actual profits
realized of the firm, causing a rise in the value of a stock
(Madhavan, Richardson, 1997).

Moreover, the financials of the company must be explored and
analyzed in the same time frame as the event. This is to determine
if the profits came from a significant increase in sales or from a
reduction of costs or a bit of both. If it came from the reduction
of costs, then it could link to the event. This could only be figured
out through a complete analysis of costs and revenues, which is
not the scope of this thesis.

The tool that was used to collect the data only tested for a specific
time frame. This time frame does not include many more events
that occurred that may or may not have affected the company's

stock value or the results of the research. Namely, in order to get
a perfect result out of the tool that was used, all other things
related to the company beside the event had to be constant, which
was not the case.

Lastly, a limitation of this study is that statistical inferences may
not always be correct. There is a possibility that a type 2 error
has occurred, which is a false negative. This implies that the
alternative hypothesis is true; however, it was not shown in the
study.

10. CONCLUSION

Companies were chosen from around the world to see if the
impact of sustainability events on the companies will be the
same. Apparent to the results, all conclusions were similar. The
results showed no significant relationship between the
sustainability events and the stock value of the firms.

However, after introducing these events, almost all companies
had an increase in their profit and all companies had an increase
in their stock value. This entails that even if it can not be
statistically proven in this study that the events did significantly
impact the company in a positive way, it is likely that the event
did not impact the company in a negative way; otherwise, their
stock prices would have dropped. Nevertheless, due to the
limitation of the tool that was used to collect the data, it is hard
to say if the increase in stock value and profit solely depends on
the introduction of the sustainability events.

The theories introduced in this thesis (RBV, CSR, SPM and
stakholder theory) are reflected in the events introduced.
Companies can be seen implementing these theories to become
more sustainable and more profitable. These sustainability
practices affected the company's image in a positive way.
Consumers nowadays relate more to companies who are
becoming more environmentally sustainable rather than
companies who are not. If a company is becoming more
sustainable, consumers will most likely support them rather than
supporting companies that harm the environment.

The sustainability events can be seen to have a direct positive
impact on the environment. Since companies are trying to reduce
their waste and carbon footprint while manufacturing.
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