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[bookmark: _Toc][bookmark: _Toc228518541][bookmark: _Toc228520754]Introduction
H&M continues to operate at scale, with 2024 net sales of SEK 234,478 million, a store portfolio of 4,253 stores, and e-commerce sales accounting for about 30 per cent of group net sales - all data that indicate the company's continued operational growth, but do not reflect its strategic sustainability (H&M Group, 2025a). But size is no longer H&M's strategic challenge. This report suggests that H&M's problem is the authenticity of its sustainability message versus the reality of a scale-driven, fast-fashion business model, at a time when digital convergence, AI-enabled retailing and regulatory pressures are making fuzzy strategic positioning more difficult.
This is significant because H&M is trying to simultaneously compete on price, style, digital and sustainability in an industry where these elements are being redefined by more specific competitors. The advent of "ultra-fast fashion" brands like Shein has shrunk the cost envelope beyond H&M's capabilities; Zara's data-driven supply chain is still the industry standard-bearer for speed to market; and the rise of ethical consumerism is driving up sustainability expectations from consumer to producer rather than sustainability messaging (McKinsey and Company and Business of Fashion, 2023). Meanwhile, regulators are not relying solely on voluntary disclosure: the Dutch Authority for Consumers and Markets (2022) required H&M to correct sustainability claims deemed to mislead, and H&M's reputation now rests on an auditable operational capability, rather than mere persuasive marketing.
H&M has made real material gains. Its 2024 sustainability report shows a 24 per cent decline in scope 3 emissions on its 2019 baseline, 89 per cent of products in commerce made with recycled or sustainably produced materials, and substantial investment in decarbonising and tracing its suppliers (H&M Group, 2025b). But this does not solve the strategic dilemma identified by Fletcher (2014): the need to drive more frequent, low-cost transactions is incompatible with a sustainable environmental commitment through piecemeal sustainability measures. The question this report asks, therefore, is not whether H&M is making sustainability inroads, but whether it is making them deeply enough - and fast enough - to transform sustainability from communications capital to a truly sustainable and inimitable competitive advantage before regulatory, reputational and competitive factors converge.

[bookmark: _Toc1][bookmark: _Toc228518542][bookmark: _Toc228520755]SECTION 1: STRATEGIC ANALYSIS
[bookmark: _Toc2][bookmark: _Toc228518543][bookmark: _Toc228520756]1.1  Organizational Context and Overview
[bookmark: _Toc3][bookmark: _Toc228518544][bookmark: _Toc228520757]Background and History
H&M was established in 1947 by Erling Persson in Vasteras, Sweden, as a women's clothing retailer, initially known as Hennes, which translates to 'hers' in Swedish. After purchasing the hunting equipment wholesaler Mauritz Widforss in 1968, the retailer began selling men's clothing and changed its name to Hennes and Mauritz. In the subsequent decades, H&M grew to become one of the world's most prominent fashion brands with a presence throughout Europe, the US and Asia. Today the H&M Group includes a range of brands, including H&M, COS, Weekday, Monki, and Other Stories, ARKET, and Afound, which cater to different segments of the market, from basic everyday wear to high-end lifestyle collections (H&M Group, 2023).
In 2023 H&M Group's net sales amounted to SEK 236 billion, with more than 4,200 stores and a strong focus on online sales (H&M Group, 2023). With a workforce of approximately 155,000 employees, it is one of the fashion industry's biggest employees.
[bookmark: _Toc4][bookmark: _Toc228518545][bookmark: _Toc228520758]Mission, Vision, and Business Model
H&M's corporate vision is to provide fashion and quality at the best price in a sustainable manner. This represents a three-fold business strategy (price, fashion, sustainability), but also presents a source of tension, as fast fashion is underpinned by a business model focused on mass production and cost-efficient supply chains, both of which can be at odds with serious sustainability goals (Fletcher, 2014). H&M's strategy is based on an omni-channel retail model, which integrates a global physical retail presence with a growing online presence. Unlike its key competitor Inditex (Zara), which is heavily dependent on a centralised manufacturing approach close to its home base of Spain to ensure the fastest time-to-market, H&M is primarily dependent on outsourcing production to suppliers in Bangladesh, China, India and other low-cost production hubs. This is cheaper, but creates vulnerability and ethical risk (Tokatli, 2008).
[bookmark: _Toc5][bookmark: _Toc228518546][bookmark: _Toc228520759]Industry and Competitive Position
H&M operates in the international fast-fashion apparel market against Inditex (Zara), Uniqlo (Fast Retailing), Primark, ASOS, Boohoo, Shein and Mango, to name a few. The market environment has become highly fragmented in the digital economy, with ultra-fast fashion retailers like Shein that offer thousands of new products each day for very low prices, radically changing consumers' perceptions on speed and price (Caro and Martinez-de-Albeniz, 2015). In terms of strategic positioning H&M sits in the middle: not as fashion-driven as Zara, not as cost-driven as Shein, not as quality-driven as Uniqlo. This danger of being "stuck in the middle" (Porter, 1985) is one of the key strategic issues for H&M, as elaborated in Section 1.5.
[bookmark: _Toc6][bookmark: _Toc228518547][bookmark: _Toc228520760]1.2  External and Internal Environment Analysis
[bookmark: _Toc7][bookmark: _Toc228518548][bookmark: _Toc228520761]Part A: PESTEL Analysis
PESTEL analysis examines the macro-environmental factors affecting an organisation's strategic context (Johnson, Whittington and Scholes, 2017). The following analysis identifies the most strategically significant factors for H&M.
[bookmark: _Toc8]Political Factors
H&M sources its products from several emerging markets, making it vulnerable to political, trade and labour policy risk in these economies. Tensions between Western powers and China - a major production country for H&M - present tariff risk and reputation risk (McKinsey, 2022). The European Union's Corporate Sustainability Due Diligence Directive (CSDDD) will mandate human rights and environmental supply chain audits for large companies, giving rise to compliance costs. Politically, this pressure will accelerate the need for supply chain traceability, with potentially elevated costs.
[bookmark: _Toc9]Economic Factors
The post-pandemic inflationary setting in 2022-2024 had a profound effect on H&M's cost structure and consumer purchasing behaviour. Cotton, energy and transportation costs reduced gross margins, while discretionary consumer spending in its core Western markets were affected by higher interest rates and rising cost of living (H&M Group, 2023). But currency risk is also structural: H&M reports in Swedish kronor while sourcing globally in USD and EUR, meaning currency fluctuations can impact margins. These market forces underline the need for cost-effective supply chain practices, expanding online channels, and optimising inventory.
[bookmark: _Toc10]Social Factors
Demographic trends in social attitudes to fashion consumption are also changing, especially among young generations. The growth of ethically driven consumerism - a response to the environmental consequences of fast fashion, unsustainable labour practices in the garment industry, and social media buzz around supply chain issues - presents a major challenge for H&M (Bhardwaj and Fairhurst, 2010). Meanwhile, the secondhand and resale fashion industry is expanding globally, with ThredUp (2023) predicting it will be worth USD 350 billion by 2027. H&M has a strong presence on social media, but its target audience is increasingly interested in authenticity in sustainability communication, not corporate marketing.
[bookmark: _Toc11]Technological Factors
Technological disruption is reshaping the fashion retail landscape across multiple dimensions. E-commerce accounts for a growing proportion of H&M's total sales (H&M Group, 2023). Artificial intelligence and data analytics offer significant opportunities for demand forecasting, personalisation, and inventory management — areas where H&M has historically underperformed relative to Zara's renowned feedback loop between stores, designers, and production (Ferdows, Lewis and Machuca, 2004). Supply chain digitisation technologies, including blockchain-based product traceability and RFID inventory management, offer both operational efficiency gains and sustainability credibility benefits.
[bookmark: _Toc12]Environmental Factors
The fashion industry is responsible for about 10 per cent of global greenhouse emissions and is a significant source of water pollution and textile waste (Ellen MacArthur Foundation, 2017). H&M is exposed to regulatory and reputational environmental risk. H&M has been active in promoting its Conscious Collection and textile recycling program; however, in 2022, a Dutch Advertising Standards Authority ruling concluded that some of H&M's sustainability claims were misleading or unsubstantiated (Reuters, 2022). The greenwash risk is strategic: if H&M's reputation for sustainability is damaged, its environmental positioning, which sets it apart from Primark or Shein, could backfire on the company.
[bookmark: _Toc13]Legal Factors
Legal pressures on H&M span consumer protection regulation, labour law in sourcing countries, environmental compliance, and emerging supply chain legislation. The EU Green Deal, the forthcoming Ecodesign for Sustainable Products Regulation, and extended producer responsibility schemes for textiles will create new compliance requirements across the European market, which remains H&M's largest regional revenue base (European Commission, 2023). Greenwashing has attracted regulatory scrutiny in multiple jurisdictions, reinforcing the need for H&M to substantiate sustainability claims with verifiable operational data.
[bookmark: _Toc14][bookmark: _Toc228518549][bookmark: _Toc228520762]Part B: Porter's Five Forces Analysis
Porter's Five Forces framework (Porter, 1979) analyses competitive intensity and industry attractiveness. The table below applies the framework to H&M's operating environment.

	Force
	Assessment
	Strategic Implication for H&M

	Competitive Rivalry
	Very High — Zara, Shein, ASOS, Uniqlo, Primark compete intensely on price, speed, and brand
	H&M must differentiate beyond price; brand and sustainability credibility are critical levers

	Threat of New Entrants
	Medium — High capital required for physical retail, but low barriers for digital-first brands
	Digital natives have disrupted the market with limited physical infrastructure investment

	Threat of Substitutes
	High — Second-hand fashion, clothing rental, and slow-fashion alternatives are growing
	Circular fashion initiatives can convert a competitive threat into a strategic opportunity

	Buyer Power
	High — Low switching costs; consumers are highly price and trend-sensitive
	Customer loyalty must be built through digital experience, sustainability, and brand resonance

	Supplier Power
	Medium — Many suppliers in developing markets, but rising ethical standards increase dependency on certified suppliers
	Supplier diversification and long-term ethical partnerships reduce vulnerability




[bookmark: _Toc228520763][bookmark: _Toc15][bookmark: _Toc228518550]Part C: Internal Environment 
The resource-based view argues that sustainable competitive advantage arises from a firm's unique bundle of resources and capabilities that are valuable, rare, inimitable, and organised to create value (Barney, 1991). The table below categorises H&M's key internal resources.
	Category
	Examples

	Tangible Resources
	Global store network of over 4,200 outlets; logistics and distribution infrastructure; financial capital; supplier network across more than 30 countries (H&M Group, 2023)

	Intangible Resources
	H&M brand equity; design reputation; customer data assets; sustainability brand narrative built through the Conscious Collection and related initiatives

	Organisational Capabilities
	Global sourcing management; trend interpretation and rapid product development; omni-channel retailing; designer collaboration marketing; scale procurement



[bookmark: _Toc16][bookmark: _Toc228518551][bookmark: _Toc228520764]Part D: VRIO Analysis
The VRIO framework assesses whether specific resources or capabilities can generate sustained competitive advantage (Barney and Hesterly, 2015). The following table evaluates five of H&M's key strategic capabilities.

	Capability
	Valuable
	Rare
	Inimitable
	Organised
	Competitive Implication

	Global Brand Recognition
	Yes
	Partially
	Partially
	Yes
	Temporary competitive advantage — brand awareness is strong but not exclusive in fast fashion

	Scale Sourcing Network
	Yes
	No
	No
	Yes
	Competitive party replicated by Primark, Zara, and Shein at comparable scale

	Omni-Channel Platform
	Yes
	Partially
	Partially
	Developing
	Temporary advantage —digital integration still developing relative to ASOS and Zara; online sales representing approximately 30 per cent of group net sales in 2024 (H&M Group, 2025a)

	Designer Collaborations
	Yes
	Yes
	Yes
	Yes
	Episodic competitive advantage — high-profile limited collaborations such as Balmain generate exceptional media visibility and consumer urgency, but this is better understood as a periodic amplifier of brand heat than a system-wide barrier to imitation (Mrad, Farah and Haddad, 2019)

	Sustainability Initiatives
	Yes
	Partially
	No
	Partially
	Potential advantage, currently undermined by the credibility gap between sustainability communications and auditable operational delivery (Authority for Consumers and Markets, 2022)



The VRIO analysis implies that H&M has several valuable and marketable resources, but not many that are concurrently rare, inimitable and fully integrated into the operating system. Brand, scale and omni-channel distribution are still important sources of competitive advantage, but increasingly they are table stakes in global fashion. Designer collaborations are a better example: H&M has operated a prominent guest-designer program for 20 years, and its high demand highlights the potential power of the collaborations to create media buzz and consumer interest. 
[bookmark: _Toc17][bookmark: _Toc228518552]

[bookmark: _Toc228520765]1.3 CSR and Sustainability Objectives
H&M's CSR and sustainability approach is outlined in its "Let's Change Fashion" strategy, which includes targets of sourcing 100% of materials from recycled or other sustainable sources by 2030 and making its value chain climate positive by 2040 (H&M Group Sustainability Report, 2025b). H&M has focussed on developing garment recycling, sourcing more sustainable materials, expanding traceability through Textile Genesis, and supplier code of conduct initiatives.
But critical analysis shows key tensions that extend beyond operational ineptitude. Carroll's (1991) CSR pyramid categorises corporate responsibility into four levels: economic, legal, ethical, and philanthropic. H&M's economic responsibility, to generate returns for its shareholders through high-volume fast fashion, is at odds with its ethical and environmental obligations. The model relies on promoting consumption of low-priced products, leading to excessive textile waste not recyclable enough to compensate. As Fletcher (2014) suggests, making more "sustainable" products in an unsustainable system does not address the strategic dilemma.
Using Bansal and Roth's (2000) classification of ecological responsiveness, it seems that H&M's sustainability strategy, while partially competitiveness-driven, still tends to be legitimation-seeking, where public claims outpace auditable practices. Bansal and Roth define firms that pursue environmental strategy for a competitive advantage, for societal expectations and to avoid negative reputation, and those that do so out of ecological concern. H&M's current approach is largely in the legitimation category: sustainability is used mainly to avoid reputational risk and meet investor expectations of environmental, social and governance (ESG) performance, rather than as an integrated and operationalised business practice. This is significant because CSR undertaken primarily for legitimation is inherently vulnerable, as it is based on reputation rather than capability, and is therefore vulnerable to challenge.
If CSR is to become more than a strategic window-dressing, H&M needs to integrate sustainability metrics into commercial, supplier and product development processes. Hart's (1995) natural resource-based view suggests that proactive environmental strategy, which is integrated into operations, can yield cost and reputation benefits that are hard to emulate. Until this is true, H&M's CSR strategy may remain what Bansal and Roth (2000) would describe as symbolic rather than substantive.
[bookmark: _Toc18][bookmark: _Toc228518553][bookmark: _Toc228520766]1.4 Comprehensive and Holistic View
The Balanced Scorecard, developed by Kaplan and Norton (1992), provides a multi-dimensional performance management framework that moves beyond financial metrics to encompass customer, internal process, and learning and growth perspectives. Applied to H&M, the Balanced Scorecard enables a holistic assessment of strategic performance and identification of gaps between stated intent and operational delivery.
[bookmark: _Toc19][bookmark: _Toc228518554][bookmark: _Toc228520767]Financial Perspective
H&M's financial performance has been under pressure in recent years. After excess inventory write-offs and margin compression in 2022, the company undertook a significant cost restructuring programme under its 'New Chapter' strategic plan (H&M Group, 2022). Revenue recovered to SEK 236 billion in 2023, with operating margin improving, though profitability remained below the company's own medium-term targets (H&M Group, 2023).

	Objective
	KPIs
	Target
	Initiative

	Improve profitability
	Operating margin; gross margin
	Sustained double-digit operating margin
	Supply chain efficiency; cost reduction; reduced markdown losses

	Grow digital revenue
	E-commerce share of total sales; digital conversion rate
	Increase digital channel contribution significantly from current levels
	Digital platform investment; AI-powered personalisation

	Optimise inventory management
	Inventory turnover; markdown rate
	Material reduction in unsold stock write-offs
	Demand forecasting technology; fewer, better-selling product lines



[bookmark: _Toc20][bookmark: _Toc228518555][bookmark: _Toc228520768]Customer Perspective
H&M's customer base is broad but increasingly fragmented across demographics and channels. Customer acquisition is primarily driven by digital and social media channels, while loyalty is variable — the company's loyalty programme lags some competitors in breadth and personalisation capability. Research indicates growing consumer ambivalence about H&M's sustainability credibility, particularly among younger shoppers (Bhardwaj and Fairhurst, 2010).

	Objective
	KPIs
	Target
	Initiative

	Strengthening brand relevance
	Brand perception index; customer advocacy measures
	Improve brand differentiation scores vs fast-fashion rivals
	Designer collaborations; sustainability communication investment

	Improve customer loyalty
	Repeat purchase rate; loyalty programmed membership
	Growing H&M Club membership and active engagement
	H&M Club expansion; personalized offers; improved digital experience

	Enhance digital experience
	Online conversion rate; return rate; app engagement
	Achieving top-quartile digital user experience in sector
	App redesign; AI-powered styling features; improved sizing tools




[bookmark: _Toc21][bookmark: _Toc228518556][bookmark: _Toc228520769]Internal Business Process Perspective
H&M's internal processes — particularly supply chain management and product development — represent areas of strategic vulnerability. The company's design-to-shelf cycle is typically several months longer than Zara's, and inventory management has historically generated excessive markdown exposure. Ferdows, Lewis and Machuca (2004) demonstrate that supply chain agility drives significant competitive advantage in fashion retail, creating urgency for H&M to accelerate its operational improvement agenda.

	Objective
	KPIs
	Target
	Initiative

	Improve speed to market
	Lead time from design to shelf; trend cycle time
	Reduce lead times in key product categories
	Supplier nearshoring; digital design tools; closer supplier collaboration

	Enhance sustainability compliance
	Percentage of sustainably sourced materials; supplier audit pass rate
	100 per cent sustainable materials by 2030 per company target (H&M Group (2025a))
	Supplier development programme; material innovation investment

	Reduce waste and unsold inventory
	Unsold inventory rate; garment recycling volume
	Significant reduction in markdown losses and textile waste
	Demand sensing AI; circular product take-back schemes; recycling partnerships




[bookmark: _Toc22][bookmark: _Toc228518557][bookmark: _Toc228520770]Learning and Growth Perspective
Long-term competitive advantage requires sustained investment in human capital, technology, and organisational culture. H&M's transformation agenda — including digital upskilling, sustainability culture embedding, and organisational agility — is central to the ability to execute strategy effectively (Kaplan and Norton, 1992).

	Objective
	KPIs
	Target
	Initiative

	Build digital capabilities
	Digital skills training investment; technology spending as percentage of revenue
	Materially increase technology investment to support digital transformation
	Digital talent acquisition; reskilling programmes; tech partnership strategy

	Embed sustainability culture
	Internal ESG training completion rate; sustainability KPIs in management accountability
	Sustainability metrics embedded in commercial decision-making
	Sustainability Champions programme; leadership incentives linked to ESG delivery

	Foster product innovation
	Circular product concepts developed; sustainable material adoption rate
	Accelerate circular and sustainable product innovation pipeline
	Innovation labs; university partnerships; material science R&D




The Balanced Scorecard analysis reveals that while H&M's financial recovery is underway, the customer and internal process perspectives expose significant gaps — particularly in digital experience, supply chain speed, and sustainability credibility — that must be resolved to achieve sustainable competitive advantage. The learning and growth perspective identifies organisational capability investment as the critical enabler for the other three dimensions (Kaplan and Norton, 1992).
[bookmark: _Toc23][bookmark: _Toc228518558][bookmark: _Toc228520771]1.5 Strategic Choices and Implementation
[bookmark: _Toc24][bookmark: _Toc228518559][bookmark: _Toc228520772]Business-Level Strategy
H&M has historically followed a hybrid business strategy, where cost leadership and differentiation co-exist to target the mass market with fashionable and affordable products. Porter (1985) argues that hybrid strategies can lead companies to be "stuck in the middle", unable to compete on cost with cost leaders like Primark or Shein, or differentiation with design leaders like Zara. This appears to be increasingly true for H&M, as the cost of apparel decreases with the rise of low-cost online retailers and the differentiation value of apparel increases with the rise of design-oriented retailers.
However, recent research in strategic management contradicts Porter's view. Acquaah & Ardekani (2008) and Kim & Mauborgne's (2005) Blue Ocean Strategy argue that a cost-differentiation strategy might be possible if it is backed by operational innovation. The challenge for H&M is to reframe its business model: instead of competing on price (like Shein) or design (like Zara), H&M can position itself as a sustainable fashion leader - low price and sustainability. This is in line with H&M's brand mission but requires transformation to implement sustainability as a differentiator. 
[bookmark: _Toc25][bookmark: _Toc228518560][bookmark: _Toc228520773]Corporate-Level Strategy
At the corporate level H&M's brand portfolio strategy — encompassing H&M, COS, Weekday, Monki, ARKET, and Afound — represents a form of related diversification, allowing the group to address different consumer segments and price tiers. This reduces dependency on the core H&M brand while leveraging shared group capabilities in sourcing, logistics, and digital infrastructure. Using Ansoff's (1957) Growth Matrix to evaluate strategic options:




	
	Existing Products
	New Products

	Existing Markets
	Market Penetration: Digital deepening and loyalty programme investment to strengthen share in current markets — the primary near-term strategic priority (Ansoff, 1957)
	Product Development: Circular and rental fashion collections; sustainable material innovation — aligned with regulatory trends and consumer values

	New Markets
	Market Development: Selective geographic expansion in Southeast Asia and India, where aspirational fashion demand is growing (moderate priority)
	Diversification: Technology-led fashion services such as styling subscriptions — a longer-term option requiring significant capability development



[bookmark: _Toc26][bookmark: _Toc228518561][bookmark: _Toc228520774]Change Management and Implementation
H&M has recently embarked on a transformative journey of store network optimisation, digital investment, and its "New Chapter" strategy in 2022 which emphasises offering fewer but better products, improved digital proficiency, and a renewed cost structure (H&M Group, 2022). These initiatives reflect a strategic effort, but results have been mixed. Restocking improvements have lagged the plan, while digital conversion rates lag industry leaders.
Kotter's (1996) eight-stage model offers a framework for understanding: H&M seems to have achieved a sense of urgency and coalition-building for change but has not yet created enough short-term victories and embedded changes in corporate culture, especially around sustainability. Lacking internal conviction and behavioural shifts, sustainability initiatives could be superficial.


[bookmark: _Toc27][bookmark: _Toc228518562][bookmark: _Toc228520775]1.6 Strategic Evaluation and Recommendations
[bookmark: _Toc28][bookmark: _Toc228518563][bookmark: _Toc228520776]SWOT Analysis
The following SWOT synthesis draws together the key findings from the preceding analysis to provide an integrated assessment of H&M's strategic position.

	STRENGTHS
	WEAKNESSES

	• Global brand recognition across 70+ countries
• Diversified brand portfolio addressing multiple segments
• Established designer collaboration capability
• Omni-channel presence with growing digital sales
• Financial scale enabling transformation investment
	• Slower speed-to-market relative to Zara
• Greenwashing controversies undermining CSR credibility
• Margin vulnerability to input cost inflation
• Loyalty programme underdeveloped versus key competitors
• Historical inventory management underperformance

	OPPORTUNITIES
	THREATS

	• Circular and sustainable fashion leadership positioning
• AI-driven demand forecasting to reduce waste and markdown
• Growth in Southeast Asian and Indian fashion markets
• Second-hand and resale market integration
• EU sustainability regulation creating higher barriers for non-compliant rivals
	• Ultra-fast fashion platforms (Shein) disrupting the price floor
• Increasing ESG regulatory compliance costs
• Consumer trust erosion from greenwashing exposure
• Supply chain disruption from geopolitical instability
• Currency and input cost volatility




[bookmark: _Toc29]

[bookmark: _Toc228518564][bookmark: _Toc228520777]Strategic Recommendations
Three primary strategic recommendations are proposed, each grounded in the evidence and theory developed throughout this report. Unlike strategic aspirations, each recommendation below is accompanied by an implementation structure specifying ownership, phasing, resource implications, success metrics, and principal risks.
Recommendation 1: Convert Sustainability from a Communications Asset into an Operational Capability
H&M's most urgent strategic priority is to transform its sustainability narrative into a verifiable operational advantage. The Dutch Authority for Consumers and Markets (2022) intervention demonstrated that reputational advantage now depends on auditable capability rather than persuasive messaging alone. This requires embedding measurable sustainability KPIs within supplier contracts, product design briefs, and commercial profit and loss accountability — not merely within a separate CSR reporting function. H&M should accelerate investment in material traceability technology, building on existing work through Textile Genesis, reduce reliance on virgin synthetic fibres, and establish independently audited circular take-back volumes with transparent public reporting.
This recommendation is supported directly by the VRIO analysis, which identifies sustainability as a potentially inimitable resource currently undermined by inconsistent implementation, and by the legal analysis, which indicates that greenwashing regulation will increasingly penalise unsubstantiated claims (European Commission, 2023). Academically, Hart's (1995) natural resource-based view argues that proactive environmental strategy, when genuinely embedded in operations, generates cost advantages, reputation advantages, and first-mover benefits that are extremely difficult for competitors to replicate. Applying Bansal and Roth's (2000) typology, this recommendation aims to shift H&M's sustainability positioning from legitimation-driven to competitiveness-driven — a transition that requires operational transformation rather than communications investment.
Because credibility now depends on data as much as policy, traceability infrastructure, AI-enabled supply chain monitoring, and product-level environmental evidence should be treated as core components of this recommendation rather than as separate technical initiatives (Karadayi-Usta, 2024; H&M Group, 2025b).
Recommendation 2: Accelerate Demand Intelligence and Inventory Agility
H&M's inventory management weakness — which contributed to excess stock write-offs and margin damage in 2022 — must be addressed through sustained investment in AI-powered demand sensing and forecasting capability. The application of machine learning to purchasing data, social trend signals, and seasonal patterns offers the potential to reduce markdown rates, improve full-price sell-through, and enable production of fewer but better-selling items, consistent with the 'New Chapter' strategic direction (H&M Group, 2022).
Ferdows, Lewis and Machuca's (2004) analysis of Zara's supply chain agility demonstrates the competitive dividends of rapid feedback loops between consumer behaviour and product supply decisions. H&M should invest in equivalent capabilities adapted to its longer supply chain, including closer supplier relationships and faster replenishment mechanisms for proven best-sellers. Cai, Sharkawi and Taasim (2024) demonstrate that intelligent logistics systems — combining real-time demand data, predictive restocking, and dynamic routing — materially improve supply chain resilience in fashion apparel, reducing both overstock exposure and stockout frequency. Karadayi-Usta (2024) further identifies AI-driven returns prediction as a significant lever for both margin protection and waste reduction, directly connecting digital capability to H&M's sustainability agenda and reinforcing the integration between Recommendations 1 and 2.
Recommendation 3: Reposition the H&M Brand around Sustainable Accessibility
As an alternative to competing with Shein on price or Zara on speed-to-market, H&M should strengthen its unique positioning as the accessible sustainable fashion brand - a brand that is more ethical and environmental than ultra-fast fashion, but more affordable than luxury sustainable fashion brands like Patagonia and Stella McCartney. This reposition will demand brand investment, verified sustainable credentials as per Recommendation 1, and stock management that prioritises quality and endurance over quantity of products.
Kim and Mauborgne's (2005) Blue Ocean theory backs this argument: by turning the ability to deliver a credible sustainability proposition into a verifiable competitive dimension rather than a mere marketing impression, H&M could make price comparisons with Shein less important for competitive advantage, and appeal to value for money consumers who are also committed to ethical practice, for whom neither extreme is currently offering an attractive proposition. As Schiaroli, Fraccascia and Dangelico (2024) show, the persistent gap between intent and action in sustainable fashion consumption means a repositioning based on sustainability credentials alone will not be sufficient to translate ethical intent into consumer action; it must also be convenient, affordable and visually appealing. Sustainable accessibility, therefore, must be delivered as much as advertised.

[bookmark: _Toc228518565][bookmark: _Toc228520778]Conclusion
H&M is in a difficult strategic position in a highly dynamic industry. It has the scale, brand and omnichannel presence to provide a platform for competitive advantage, but its business model is under pressure from low-cost digital natives and increasing regulatory and reputational demands for sustainability. The VRIO and Balanced Scorecard analyses show that H&M can create inimitable competitive advantages through integrated sustainability, digital intelligence, and brand positioning - but they need to be built through operational and cultural investment, not just marketing communications.
Importantly, Recommendations 1-3 above are interconnected. Recommendation 1 is the foundation: without verified sustainability credentials, Recommendation 3's brand repositioning lacks legitimacy, and Recommendation 2's inventory efficiency transformations cannot be linked with a sustainability story. They reflect a holistic strategic logic - translating H&M's scale, data and sustainability ambition from organisational resources to specific, auditable and inimitable competitive advantages.


[bookmark: _Toc33][bookmark: _Toc228518566][bookmark: _Toc228520779]SECTION 2: REFLECTIVE ACCOUNT
The following reflection draws upon Gibbs' (1988) Reflective Cycle, a structured six-stage model used in academic reflection to move from descriptive account towards critical insight and future learning. As Moon (2004) notes, genuinely developmental reflection requires more than sequential stage completion — it demands honest engagement with moments of uncertainty and a willingness to revise prior assumptions considering new evidence.
[bookmark: _Toc34][bookmark: _Toc228518567][bookmark: _Toc228520780]Description
The brief for this assignment was to critically analyse the strategic management approaches of a selected organisation through various theoretical lenses, as covered in the module. H&M was chosen as the subject of the report due to its global recognition and the vast amount of publicly available information about it, operating at the confluence of several strategic dilemmas - cost versus sustainability, offline versus online, brand versus value - and because it presents a complex strategic management case, rather than a straightforward success story. Sources for the research were H&M's annual reports, sustainability reports, industry reports from McKinsey and Company and Business of Fashion (2023), among other sources, academic journal articles and strategic management textbooks such as Johnson, Whittington and Scholes (2017) and Porter (1985). The analysis involved assessing contradictions between H&M's self-reported sustainability figures and regulatory data, which formed the foundation of the report's argument.
[bookmark: _Toc35][bookmark: _Toc228518568][bookmark: _Toc228520781]Feelings
I started with a level of confidence about the module's strategic frameworks, having studied Porter's Five Forces and SWOT previously. This confidence was somewhat misleading. The real challenge was not so much the use of frameworks, but the process of research: in the early stages of the research process, I located much information about H&M but struggled to separate H&M's claims from independently verifiable evidence.
The pivotal moment was when I found the Dutch Authority for Consumers and Markets (2022) ruling that H&M needed to correct its sustainability communications. Up to that point I had been taking H&M's sustainability statements at face value, since most easily accessible sources - from business journalism to H&M reports - were favourable. The ruling prompted a more uncomfortable question: if H&M's sustainability communications were found by a regulator to be potentially misleading, then what about the weight of the analysis I had given to them in the PESTEL, VRIO and CSR sections of my report? That more skeptical re-evaluation of those sections was initially uncomfortable but ultimately led to the report's most compelling analytical point - the disconnect between sustainability narrative and reality that became the report's main argument. Such cognitive discomfort is what Moon (2004) calls the state in which learning, rather than reflection, occurs.
[bookmark: _Toc36][bookmark: _Toc228518569][bookmark: _Toc228520782]Evaluation
The strongest elements of the analysis process were the connection of VRIO with the CSR analysis, to produce a grounded argument about the distinction between sustainability as a marketing claim and sustainability as a strategic capability, and the use of the Balanced Scorecard, which highlighted performance gaps that PESTEL analysis would not have identified. The Five Forces analysis was also successful in being centred on H&M and its strategic implications.
Less effective initially was the PESTEL analysis, in which macro-environmental factors were identified without linking to the strategic implications. Much reworking was required to ensure each factor ended in a strategic judgement rather than a descriptive statement.
[bookmark: _Toc37][bookmark: _Toc228518570][bookmark: _Toc228520783]Analysis
In terms of why some sections fared better than others, the improvement is linked more to the quality of sources, rather than the frameworks being familiar. The VRIO and CSR sections improved most dramatically when primary regulatory sources were introduced in place of secondary news sources, and when academic sources that directly contradicted H&M's own narrative, particularly Bansal and Roth (2000) on legitimation versus competitiveness CSR, and Schiaroli, Fraccascia and Dangelico (2024) on the intention-behaviour gap, were brought in. This points to a key learning regarding methodology: the quality of the strategy report's analysis is largely decided at the time sources are being selected, long before the analysis itself is written. The selection of sources that challenge the organisation's view of itself, rather than sources that come close to repeating it, is what enables critical rather than descriptive analysis.
A second learning is about the relationships between frameworks. The first drafts of the report considered the PESTEL, Five Forces, VRIO, and Balanced Scorecard sections as discrete chunks to be written in order. The improved version of the report views them as lenses that should complement one another - the regulatory pressure identified in PESTEL is also a driver of Supplier Power in Five Forces, feeds the sustainability capability assessment in VRIO, and reappears as a governance risk in the CSR section. This meant going back to earlier sections after writing later ones - a less straightforward process than the assignment suggests. 
[bookmark: _Toc39][bookmark: _Toc228518571][bookmark: _Toc228520784]Action Plan
In future strategic analysis tasks, the following improvements will be applied. First, internal analysis (VRIO and capabilities) and external analysis (PESTEL and Five Forces) will be conducted simultaneously from the earliest research phase, rather than treated as sequential sections — this would enable earlier identification of the tensions between internal weaknesses and external threats that drive the most analytically interesting insights. Second, a clearer initial analytical hypothesis about the organisation's strategic position will be developed before beginning the literature review, making source selection more focused and the argument more coherent from the outset. Third, primary academic sources underpinning frameworks new to the module will be studied at the start of the assignment lifecycle rather than reactively when difficulties arise in application.
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