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1. Introduction (66)
The fast fashion industry is fiercely competitive and dynamic, thriving on the rapid production, distribution, and consumption of fashion trends at affordable prices (Niinimäki et al. 2020). This section will provide the purpose of the report, an overview of fast fashion, the background of H&M, and its presence in Hong Kong, offering essential context for analyzing H&M’s strategic direction in the Hong Kong market.

1.1 Study’s Objective, Focus and Coverage (284)
The primary objective of this study is to analyse H&M's strategic positioning and productivity within Hong Kong's fast fashion market, examining key competitive forces, assessing H&M’s internal and external environments and evaluating its corporate and business strategies. The aim is to recommend actions to enhance H&M's competitiveness and operational effectiveness.

The focus of this study is on H&M’s performance within the fast fashion sector, specifically in the context of the Hong Kong market. By analysing the brand "H&M" under the H&M Group, the study seeks to understand the challenges and opportunities faced in maintaining competitiveness within Hong Kong’s retail landscape, where physical stores remain central, and online sales are still in the initial stages. Through a detailed examination of H&M’s strategies and operational effectiveness in its Hong Kong stores, focusing on providing insights that support H&M’s growth and adaptability in a market characterized by high consumer expectations and intense competition.

The coverage includes an in-depth exploration of each area, beginning with an examination of H&M’s vision, mission, and values to understand the strategic direction driving the company. It then presents a detailed situation analysis of the fast fashion industry in Hong Kong, utilizing frameworks such as Porter’s Five Forces, PESTEL, and Value Chain Analysis, VRIO of Resources and Capabilities to illuminate industry dynamics while highlighting H&M’s challenges and strengths in this market. Additionally, the report evaluates H&M’s strategies through the Balanced Scorecard framework, analysing financial, customer, internal business processes, and growth perspectives to assess how well current strategies align with performance goals.

In summary, this report provides strategic insights and recommendations that support H&M’s pursuit of sustainable growth and enhanced competitiveness in the Hong Kong casual wear market.

1.2 Study’s Importance (137)
The fast fashion industry is rapidly evolving due to shifting consumer preferences, technological advancements, and a growing focus on sustainability. As one of  global leaders, H&M faces significant challenges including intense competition, the need for operational efficiency, and pressure to adopt environmentally and socially responsible practices. Hong Kong, a key fashion hub with high consumer expectations, is a critical battleground where H&M must balance cost, quality, and sustainability.

The findings of this report are crucial not only for H&M but also for the broader fast fashion industry. Understanding H&M’s approach to market challenges in Hong Kong provides insights into global industry trends. This analysis highlights H&M’s strategies to leverage resources, respond to external pressures, and pursue innovation. By addressing these factors, the report aims to help H&M refine its strategies to remain competitive in a dynamic market.

1.3 Industry Overview (129)
The fast fashion industry quickly adapts to new trends, offering consumers affordable prices. Global brands like H&M, Zara and Uniqlo revolutionize fashion by introducing new collections multiple times a year, often mirroring runway trends. This model relies on efficient supply chains and strong customer demand, with items designed, manufactured, and sold within weeks (Wren, 2022). Hong Kong’s strategic location as a global financial hub and gateway to mainland China attracts fast fashion brands (Lui, Oh & Rowley 2023). Consumers in Hong Kong, known for their trend-conscious mindset and preference for lifestyle products, are drawn to the affordability and responsiveness of fast fashion. However, the industry faces challenges, including rising awareness of environmental sustainability and the impact of fast fashion on waste generation (David Suzuki Foundation, 2024).

1.4 H&M’s Company Background (142)
H&M, or Hennes & Mauritz, founded in 1947 by Erling Persson in Västerås, Sweden.  Initially, it focused on women's clothing under the name “Hennes”. In 1968, it rebranded to Hennes & Mauritz (H&M) after acquiring a menswear store, Mauritz Widforss. Over the years, H&M diversified its portfolio with brands like COS, Monki, Weekday, and & Other Stories, targeting different market segments. Today, H&M is one of the largest global fashion retailers, operating over 4,000 stores in 75 markets and offering online sales in 60 markets (H&M Group, 2024). Its business model centres on affordable, fashionable clothing with a quick response to trends. H&M’s collections cater to diverse consumer segments, including men, women, children, and home goods. Facing scrutiny over fast fashion’s environmental impact (Robertson, 2024), H&M committed to sustainability, offering garment recycling and using sustainable materials (Brock, 2024).

1.5 H&M in Hong Kong and Latest Challenges (168)
H&M entered the Hong Kong market in 2007 (H&M Group, 2024) opening its first store in Central, and rapidly expanded with flagship locations in prime shopping areas like Causeway Bay and Tsim Sha Tsui. Known for delivering trendy, affordable fashion, H&M’s success was further bolstered by high-profile collaborations with high-profile designers and celebrities, that resonated with Hong Kong consumers. However, in recent years, it has faced stiff competition from well-established international brands, such as Zara and Uniqlo and growing competition from online shopping platforms like Taobao and Shein (Au, 2024), which appeal to the city’s price-sensitive consumers. Consequently, H&M has been scaling down its presence, with closures including the Sha Tin branch in August 2024 (ULifestyle, 2024a) and the Megabox store currently hosting clearance sales, potentially closing soon (ULifestyle, 2024b). This has reduced H&M’s stores from 16 at its peak to just three remaining. This shift reflects H&M's strategic pivot towards enhancing digital engagement (Mixson, 2021), providing a seamless online shopping experience, and addressing broader challenges in adapting to sustainable fashion trends.

2. H&M’s Vision, Mission and Values (49)
This section will explore H&M’s vision, mission, and values (VMV), highlighting how these pillars shape the organization’s profile and define the scope of its strategic plan. This exploration is crucial for addressing the rising competition and sustainability challenges in the fast fashion industry.

a. 
b. 
2.1 Vision & Sustainability Vision, Mission and Values (149)
a. Vision & Sustainability Vision
H&M’s vision is "to make great fashion available to everyone and to do it in the right way", embodying principles of being “customer-focused, creative, value-driven, and responsible”. This commitment extends to its sustainability vision to "Lead the change, support a circular fashion industry with net-zero climate impact, be a fair and equal company, and respect human rights" (H&M Group, 2024). This guides H&M to implement eco-friendly practices, like adopting a circular economy and reducing CO2 emissions, distinguishing itself from competitors like Zara and Uniqlo which prioritize efficiency and speed over sustainability. H&M tracks this vision through initiatives such as garment recycling programs and collaborations with second-hand apparel company Sellpy, reflect their commitment to sustainability (H&M Group Ventures, 2024). Well-defined sustainability goals help in customer retention and market differentiation, providing a competitive advantage through sustainable operational policies.











	Figure 1.   Sustainability Vision of H&M’s Group

	

	
	Source: H&M Group (2024)
Compiled by the Author



	
b. Mission (97)
H&M’s mission, “offering customers all around the world the best combination of fashion, design, quality and sustainability at affordable prices” (H&M Group, 2024), underscores the brand’s commitment to affordability without compromising the environment. H&M’s mission conveys intangible benefits such as competitive pricing, sustainability, and quality. Its “Responsible Purchasing Practices” ensure cost-effective production while maintaining quality. The Conscious Collection, made from organic or upcycled materials, reflects H&M’s dedication to environmentally conscious consumers and aligns with its sustainable fashion mission. To enhance the brand in markets prioritizing sustainability, there must be alignment between its mission and strategy.

c. Values (131)
H&M’s core values emphasize teamwork, inclusivity, and respect, fostering an entrepreneurial mindset focused on adaptability and innovation. They advocate for continuous improvement, cost-consciousness, and sustainable practices, ensuring operational simplicity and clarity. These values are integral to H&M’s strategy, highlighting its commitment to ethical and socially responsible behaviour. Inclusivity is evident in fair treatment, a diverse workforce and varied product offerings (H&M Group, 2024). Sustainability drives H&M’s efforts to minimize waste and reuse materials, aiming for a circular economy in fashion. Effective integration of these principles can provide a competitive advantage by creating a unique company culture. Transparency in the supply chain, through disclosing supplier information and publishing sustainability reports, builds trust with stakeholders and consumers, distinguishing H&M from other fast-fashion retailers often criticized for labor violations and environmental harm.



	Figure 2.   Values of H&M’s Group

	

	
	Source: H&M Group (2024)
Compiled by the Author



2.2 The Relationship Between Strategic Direction and VMV (254)
The close alignment of H&M’s VMV with its strategic direction has established a strong foundation for its success in the fast fashion industry. Strategic initiatives, such as recycling programs and the launch of eco-friendly products, are rooted in the company’s vision of sustainability. Adhering to the growing demand for ethical products, this strategic focus allows H&M to attract an increasingly ethical consumer base aware of their shopping choices’ impact. H&M’s global mission to balance affordability, quality, and sustainability informs top-level business decisions, including pricing strategies, global sourcing, and product development. This mission positions H&M as a distinct player in the market. As the retail industry evolves with a shift towards online shopping and increased sustainability concerns, H&M is adapting its long-term goals to stay relevant. Finally, H&M’s commitment to diversity and sustainability is reflected in its corporate culture through a dedication to innovation and responsibility. This influences interactions with employees and communications with customers (Nimwal, Nimwal & Nayak, 2023). By aligning with its core values, H&M has built a strong brand image, making it a go-to choice for apparel purchases.

In essence, H&M’s ability to compete in the fast fashion sector depends on the integration of its vision, mission, and values with its strategic direction. By incorporating sustainability, affordability, and innovation into its operations, the company demonstrates the importance of VMV in guiding strategic decisions and ensuring long-term growth. As H&M continues to evolve, its adherence to these values will remain crucial to its strategic orientation.

3. Situation Analysis of Existing H&M in the Fast Fashion Industry of Hong Kong (66)
This section provides a comprehensive situation analysis of the casual wear industry and H&M’s presence in Hong Kong. Using the frameworks of Michael Porter’s Five Forces (Porter, 1979), PESTEL (Alanzi, 2018), Value Chain (Porter, 2008) and VRIO of Resource and Capability Analysis (Barney, 1991), we assess market conditions and H&M’s strategic positioning.
	Graph 2.   Competitive Environment Analysis by Porter’s Five Forces
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a. Bargaining Power of Customers
Customers in the fast fashion industry wield moderate power but relatively on the higher side. The wide availability of brands and the ease of comparing prices and products online mean consumers can easily switch from one brand to another. To maintain customer loyalty, fast fashion companies including H&M focus on keeping prices low and offering trendy styles quickly. However, the nature of fast fashion limits Customers' influence over price adjustments since brands already operate on narrow margins. While individual Customers have limited impact, their collective demand shapes brand strategies, pushing for constant innovation, trend alignment, and fast turnaround times (MBA Skool, 2024).

b. Bargaining Power of Suppliers
The bargaining power of suppliers is relatively low (Ullah, 2021). H&M and other fast fashion brands source materials and labour from regions with low production costs, such as Southeast Asia (Ross, 2021). Suppliers often compete for contracts with large brands, which leverage this competition to secure favourable prices and terms. This dynamic is partly due to the high number of suppliers in countries where manufacturing costs are low and labour laws may be less stringent. However, suppliers offering unique materials or quality that aligns with eco-conscious consumer demand may have slightly increased leverage (MBA Skool, 2024).

c. Threat of New Entrants
The fast fashion industry presents significant barriers for new entrants. H&M and other established companies like ZARA and Uniqlo benefit from economies of scale, operational efficiency, and established brand recognition. These advantages are challenging for new players to match, especially given the rapid production and distribution demands of fast fashion. Additionally, substantial capital investment is required for inventory, marketing, and supply chain infrastructure (Supiansyah, 2023). However, online platforms reduce these barriers (Statista, 2024), allowing smaller or digital-only brands to enter at lower costs, but they still struggle to compete with the scale and influence of established players.

d. Threat of Substitutes
In Hong Kong, the threat of substitutes in H&M is significant due to the abundance of similar brands and the rise of online shopping platforms such as like Taobao and Shein have intensified competition for fast fashion brands (Ng, 2024). Consumers are drawn to both local and international fast fashion options that offer affordable, trendy clothing, often mirroring styles and price points of major brands. The growth of online shopping, with its convenience, variety, and frequent discounts, further heightens this threat (Statista, 2024). Although environmental awareness is beginning to rise (Marcus, 2024), it is still in its early stages, and mainstream preference continues to lean heavily toward affordability and convenience. These alternatives challenge H&M, as consumers can easily switch brands or platforms based on price, availability, or trends.

e. Threat of Competitive Rivalry
Competitive rivalry is intense (Pereira, 2023), with numerous brands vying for market share through similar strategies focused on rapid trend adoption, low prices, and high volumes. H&M and other major players such as ZARA and Uniqlo constantly push the boundaries of speed-to-market to attract style-conscious consumers. Online shopping platforms further fuel competition by allowing even small brands to reach a global audience. This environment forces H&M to continually innovate in product offerings, marketing strategies, and supply chain efficiencies to maintain relevance and attract Customers.

f. Impact on Productivity
The impact of competitive forces on H&M’s productivity is illustrated in Table 1. While low supplier power positively influences cost management, customer power, new entrants, substitutes, and rivalry pose challenges, requiring operational efficiency, cost control, and innovation. These dynamics underscore the need for H&M to refine the business strategies, optimize supply chain processes, integrate technology, and adapt to market changes to maintain productivity amidst competitive pressures.

	Table 1.   Impact of Competitive Forces on H&M’s Productivity

	Competitive 
Forces
	Magnitude
	Impact on Productivity
	Actions Needed

	Bargaining
Power of Customers
	Moderate
	Negative
	H&M must streamline operations to swiftly respond to changing consumer preferences while controlling costs to maintain profitability.

	Bargaining
Power of Suppliers
	Low
	Positive
	Leveraging supplier competition helps H&M reduce costs, but integrating sustainable practices may require additional investment and process adjustments.

	Threat of 
New Entrants
	Low
	Negative
	H&M's established infrastructure supports high productivity, but the rise of online competitors necessitates continuous innovation and efficiency improvements.

	Threat of 
Substitutes
	High
	Negative
	To remain competitive, H&M must optimize its supply chain and production processes to offer appealing products at competitive prices.

	Threat of
Competitive Rivalry
	High
	Negative
	H&M must focus on operational efficiency, technological integration, and market responsiveness to maintain and enhance productivity in a competitive landscape.

	Overall Productivity
	Moderate Productivity

	


	Remarks:
· Severity of Negativeness 
	High
	Moderate
	Low




	



3.1 External Environment Analysis by PESTEL (555)
The PESTEL framework analyses macro-environmental factors influencing H&M’s performance in Hong Kong, identifying opportunities and threats within the broader socio-economic context.

a. Political
Hong Kong’s relative political stability generally supports a favourable business environment; however, recent developments have introduced uncertainties. Political tensions and government intervention can impact consumer confidence and spending patterns, potentially leading to reduced foot traffic and discretionary spending in the fashion industry. This could particularly affect fast fashion brands like H&M, which rely on consistent consumer demand (Wai, 2022).

b. Economic
Hong Kong’s economy grew modestly, with GDP rising 1.8% year-on-year in the third quarter of 2024 and 2.6% over the first three quarters. Despite a 1.1% quarterly decline, the outlook remains positive due to monetary easing and stimulus measures (HK Economy, HKSAR, 2024). Consumer spending, driven by improved financial conditions and government initiatives, supports the domestic market amidst challenges. The fashion market in Hong Kong is poised for significant growth, with revenue projected to reach USD2.31 billion in 2024 and expand at an annual growth rate (CAGR 2024-2029) of 10.18% to USD3.75 billion by 2029. The average revenue per user (ARPU) is expected to rise from USD1.16K in 2024 to USD2.08K in 2029 (Statista Market Insight, 2024). This trend offers H&M a promising opportunity to restore and strengthen its market presence by strategically focusing on e-commerce expansion.
	Graph 3.   Actual (2017 – 2023) and Forecasted Revenue (2024 – 2029)
                  -   eCommerce Fashion Market in Hong Kong
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	Source: Statista Market Insight (2024)



	Graph 4.   Actual (2017 – 2023) and Forecasted (2024 – 2029)
                  Average Revenue per User (ARPU)
                  -   eCommerce Fashion Market in Hong Kong
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	Source: Statista Market Insight (2024)






c. Social
Hong Kong’s consumers are fashion-conscious and trend-driven, making the city an attractive market for fast fashion. However, environmental awareness is gradually increasing and starting to influence buying decisions. Although this shift is still emerging compared to Western markets, it suggests that fashion brands must focus more on sustainable products and responsible practices to stay relevant among socially aware consumers (Tang, 2021). The aging population and tech-savvy younger generation present both challenges and opportunities for H&M’s physical stores and e-commerce platforms (Man, S.W. et al., 2024).

d. Technological
Advances in technology, particularly in e-commerce and digital marketing, have transformed the retail landscape (Gramling, Orschell and Chernoff, 2021). Technologies like AI present significant opportunities for H&M to boost customer engagement and optimize operations. Investing continuously in digital platforms is vital to maintain a competitive edge. Social media platforms like Instagram and Threads heavily influence fashion trends, urging fast fashion brands to swiftly adapt their marketing (Bick, et al., 2022). Leveraging these developments is crucial in Hong Kong, where consumers are highly engaged online. Digital tools for personalized shopping experiences will help H&M connect with tech-savvy shoppers.























e. Environmental
The fashion industry faces substantial pressure to integrate sustainability into its operations. H&M's environmental policies and emphasis on a circular economy align with these demands, though continuous efforts are needed to sustain its reputation. In Hong Kong, environmental awareness is growing, making sustainability a key consideration for consumers (Graph 5). Additionally, Hong Kong consumers are increasingly willing to pay a premium for sustainable and responsible products (Graph 6). H&M’s commitment to sustainable practices resonates with this shift, but ongoing innovation is essential to meet consumer expectations without increasing prices. H&M should consistently integrate sustainability in ways that appeal to this environmentally conscious demographic.

	Graph 5.   Assessing Hong Kong’s Concern Toward Sustainability
                  and the Environment
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	Source: Standard Insights (2023)



	Graph 6.   Hong Kong’s Willingness to Pay More for Sustainable Efforts

	[image: ]

	
	Source: Standard Insights (2023)



f. Legal
Hong Kong’s legal framework requires strict compliance with labour, environmental, and consumer protection laws. H&M's commitment to transparent production practices helps mitigate risks but also raises operational costs. Adhering to both local and international regulations is crucial, especially concerning labour, product safety, and environmental standards. With increasing global regulatory scrutiny, H&M might need to adapt its sourcing and production methods to meet new regulations, ensuring alignment with legal requirements and public expectations.

g. Overall
H&M operates in a politically and economically favourable environment in Hong Kong. However, adherence to social and ethical requirements will be essential for maintaining a competitive edge.

3.2 Internal Environment Analysis by Value Chain (53)
To understand H&M's operations and identify competitive advantages, we apply Michael Porter's Value Chain Analysis. This framework highlights the strengths and weaknesses in H&M's primary and support activities, revealing how internal processes support their strategy of offering affordable and sustainable fashion while maintaining a competitive edge.

3.2.1 Primary Activities (471)
H&M’s primary activities are central to its fast fashion model, which requires a rapid response to changing trends, efficient production, and a customer-centric approach across multiple channels (H&M Group, Annual and Sustainability Report, 2023).

a. Inbound Logistics
H&M's global sourcing network ensures cost-efficient materials through economies of scale and strong supplier relationships. The shift to sustainable materials adds complexity and risks supply chain disruptions. Using suppliers in low-cost regions and data analytics for inventory management supports H&M’s cost-focused strategy. Balancing cost with ethical sourcing is challenging, especially in socially aware markets. H&M targets 100% sustainable materials by 2030, achieving 85% in 2023, showcasing their commitment to eco-friendly supply chain management.

b. Operations
H&M’s centralized operations and design processes enable rapid adaptation to fashion trends and large-scale manufacturing. Their efficient production system ensures quick turnaround on seasonal collections. Investments in automation and data analytics further streamline production timelines and inventory management. Operating through a demand-driven supply chain model, H&M enhances agility and market responsiveness. Technologies like AI and RFID optimize inventory management, reducing waste and overproduction. This approach helps H&M quickly adapt to consumer demands.

c. Outbound Logistics
H&M's outbound logistics seamlessly blend physical stores with online sales for an omnichannel experience, offering in-store or home delivery. Investments in digital services like click-and-collect enhance customer convenience. To stay competitive, especially in high-demand areas like Hong Kong, optimizing last-mile delivery is crucial. An extensive distribution network ensures product availability, with optimized warehousing and transportation minimizing lead times, ensuring efficient delivery. Investments in e-commerce infrastructure address online shopping demand, focusing on prompt deliveries and easy returns while balancing the logistical challenges of both physical and digital channels.

d. Marketing and Sales
H&M’s strategy in Hong Kong emphasizes affordability, quality, and sustainability, building a strong brand in fast fashion with ethical production. Their approach blends traditional advertising, digital marketing, and social media, engaging younger, fashion-conscious consumers. Personalized marketing, loyalty programs, and designer collaborations cater to Hong Kong's style-savvy shoppers. The company uses data-driven insights to tailor promotions and engage customers based on their shopping behaviour. Sustainability is a key focus, with campaigns showcasing eco-friendly collections. H&M aims to attract Hong Kong consumers who value ethical fashion, reinforcing its reputation as a responsible choice in fast fashion.

e. Services
H&M provides customer service via in-store support, online chat, and flexible return policies. Transparent policies and sustainability information foster trust and loyalty. Consistent service across regions remains a challenge, but better staff training and expanded digital tools can enhance the customer experience globally. H&M's flexible return policies, click-and-collect services, and loyalty programs strengthen its brand and build loyalty, especially in competitive markets like Hong Kong. Focusing on customer satisfaction helps H&M maintain its reputation and encourage repeat business. Additionally, repair and recycling programs in select locations align with sustainability goals and enhance long-term engagement.

3.2.2 Support Activities (360)
H&M’s support activities play a critical role in reinforcing its primary activities, enhancing efficiency, and driving long-term competitiveness. (H&M Group, Annual and Sustainability Report, 2023).

a. Firm Infrastructure
H&M's infrastructure focuses on sustainability, transparency, and inclusivity, supported by responsible sourcing and environmental stewardship. Managing a multinational organization requires consistent application of these principles across regions. Centralized operations promote agility, enabling quick market adaptation. Collaborative management ensures efficient decision-making. Transparent sustainability reporting strengthens credibility, especially in markets like Hong Kong. H&M supports global operations with consistent quality and strategic alignment with long-term goals, fostering consumer trust.

b. Human Resources Management
H&M prioritizes inclusivity, diversity, and fair treatment, fostering a positive corporate culture. The company implements robust auditing and compliance systems to ensure ethical treatment. Investments in developing a skilled workforce emphasize diversity, inclusion, and career growth, creating a motivated and innovative team. This alignment with H&M’s core values of teamwork and simplicity supports operational efficiency and consumer-focused innovation. Furthermore, H&M's commitment to employee development and fair employment practices strengthens its ability to attract and retain skilled employees. This focus is essential for maintaining operational efficiency and supporting the company's strategic objectives.

c. Technology Development
Investing in technology gives H&M a competitive edge. AI optimizes inventory and supply chains, while digital upgrades enhance e-commerce and user experience. Data analytics help understand consumer behaviour, improving personalization and engagement. Technology investments streamline operations, support sustainability, and reduce waste. Advanced data forecasts demand and manages inventory, cutting overproduction. H&M’s personalized e-commerce boosts customer engagement, and eco-friendly technology aligns with its circular economy vision. This technology focus is vital for competitiveness, efficiency, and sustainability.

d. Procurement
H&M’s procurement strategy prioritizes sourcing ethical and sustainable materials. Transparency and strict ethical standards guide supplier relationships. Balancing sustainability with cost efficiency is challenging, as eco-friendly materials can raise costs. Leveraging its scale, H&M negotiates favourable terms while shifting towards sustainable procurement. The company aims to source 100% recycled or responsibly sourced materials by 2030, meeting the rising demand for ethical fashion. This strategy aligns with H&M’s brand values and supports both cost efficiency and sustainability, helping the company stand out in competitive markets like Hong Kong.

3.2.3 Overall (50)
H&M’s value chain efficiently balances cost and rapid market response, crucial for its affordable fast fashion model. Investments in technology and sustainable sourcing enhance operations and meet consumer expectations. These strategies maintain H&M’s competitive edge, preserving margins and bolstering brand reputation in socially conscious markets like Hong Kong.

3.3 Potentiality Analysis Resource and Capability (68)
The VRIO framework (Value, Rarity, Imitability, and Organization) can enhance H&M’s resources and capabilities analysis by assessing the competitive advantages of each resource and capability. The matrix in Table 2 and details in Table 3 demonstrates how H&M’s blend of unique resources and well-developed capabilities supports competitive advantages, particularly in supply chain management and innovation, which are challenging for competitors to replicate.
	Table 2.   Matric of H&M’s Resources and Capabilities by VRIO Analysis

	Category
	Resources/
Capabilities
	Value
	Rarity
	Imitability
	Organization
	Competitive Advantage

	Tangible Resources
	Financial Strength
	High
	Moderate
	Moderate
	Well-organized
	Temporary Advantage

	
	Physical Stores and Logistics
	High
	Moderate
	High
	Well-organized
	Competitive Parity

	Intangible Resources
	Brand and Customer Loyalty
	High
	Moderate
	Moderate
	Highly organized
	Sustainable Advantage

	
	Sustainability Efforts
	High
	Moderate
	Difficult
	Well-organized
	Temporary Advantage

	Operational Capabilities
	Fast Fashion Supply Chain
	High
	Rare
	Difficult
	Highly organized
	Sustainable Advantage

	
	Marketing and Brand Collaborations
	High
	Moderate
	Moderate
	Highly organized
	Temporary Advantage

	Dynamic Capabilities
	Innovation in Technology
	High
	Moderate
	Difficult
	Well-organized
	Sustainable Advantage

	
	Adaptability to Trends
	High
	Moderate
	Moderate
	Highly organized
	Sustainable Advantage




	Table 3.   H&M’s Detailed Resources and Capabilities by VRIO Analysis

	Category
	Resources/
Capabilities
	Details

	Tangible Resources
	Financial Strength
	H&M's net sales reached SEK 236.04 billion in 2023, up from SEK 223.55 billion in 2022, showcasing its robust financial position, which is valuable and moderately rare in the fast fashion industry (The Wall Street Journal, 2024).

	
	Physical Stores and Logistics
	H&M's global network of 4,319 stores as of mid-2024 enhances customer accessibility. However, this is relatively imitable, as competitors like Zara and Uniqlo have similar networks.

	Intangible Resources
	Brand and Customer Loyalty
	H&M's brand strength is bolstered by a 20-year history of designer collaborations, making high fashion accessible and fostering strong customer loyalty (Borrelli-Persson, 2024).

	
	Sustainability Efforts
	H&M aims to reduce greenhouse gas emissions by 56% by 2030, having already achieved a 22% reduction by 2023. This proactive approach is valuable and moderately rare, as not all competitors have such ambitious targets (King, 2024).

	Operational Capabilities
	Fast Fashion Supply Chain
	H&M's efficient supply chain management allows rapid adaptation to fashion trends and quick turnaround times, providing a valuable and rare competitive advantage.

	
	Marketing and Brand Collaborations
	Strategic partnerships, like the collaboration with J Crew, enhance H&M's brand appeal and market reach. These collaborations are valuable and moderately rare (Milnes, 2024).

	Dynamic Capabilities
	Innovation in Technology
	H&M's integration of AI-driven supply chain management and digital shopping experiences positions it at the forefront of retail innovation. This capability is valuable and moderately rare.

	
	Adaptability to Trends
	H&M's agility in responding to changing consumer preferences, through diverse product offerings and rapid production cycles, provides a sustainable competitive advantage.



3.4 Concluding Comments (108)
Despite H&M's recent store closures and reduced presence in Hong Kong by 2024, its robust value chain and resource capabilities provide a foundation for resilience. Strong supplier relationships, efficient operations, and a focus on customer engagement, combined with commitments to sustainability and digital innovation, position H&M to adapt and survive in a challenging market. Although H&M is currently experiencing a decline in the Hong Kong market, adopting effective strategies can reverse this trend. By optimizing its supply chain, leveraging technology, and enhancing its brand reputation, H&M can regain its foothold. Focusing on sustainable practices and innovative marketing strategies will help H&M thrive, even with a reduced physical footprint.

4. Evaluation of Existing H&M’s Corporate and Business Strategies Using the Balanced Scorecard Framework (72)
The Balanced Scorecard (Kaplan and Norton, 1992), framework provides a comprehensive assessment of H&M's corporate and business strategies. This evaluation highlights strengths and identifies improvement opportunities, enhancing H&M's competitiveness and long-term viability in the Hong Kong market.

4.1 Balanced Scorecard (182)
It evaluates the company's performance and alignment with strategic objectives from financial, customer, internal business processes, and learning and growth perspectives.

a. Financial Perspective
H&M’s strategy centres on affordability and volume-driven sales, but the low-margin model and rising sustainability costs make profitability challenging, especially amid declining store presence in Hong Kong. Careful cost management and digital sales expansion are vital to offset reduced physical traffic.

b. Customer Perspective
H&M aims to attract value-conscious, trend-driven consumers, yet shifting consumer expectations in Hong Kong increasingly favour ethical and sustainable options. To recover market share and loyalty, H&M must strengthen its reputation for responsible fashion to appeal to socially aware customers.

c. Internal Business Perspective
Efficient operations and rapid trend adaptation have been core strengths, yet store closures highlight the need to reassess the balance between speed and sustainability. Enhanced technology for digital integration and inventory management is essential to maintain relevance in a competitive, evolving market.

d. Learning and Growth Perspective
H&M’s emphasis on employee development supports operational continuity and innovation; however, its declining footprint in Hong Kong necessitates a focus on digital and remote workforce upskilling. Investing in AI for personalized shopping and engagement can help re-establish a stronger market connection.

4.2 Challenges and Potential Adaptation (49)
To address current challenges and the need for adaptation, Table 4 provides overview of each perspective, including objectives, responses to challenges, and potential adaptation strategies for H&M's declining market presence, focusing on digital growth, sustainability, and maintaining a competitive edge in Hong Kong.
	Table 4.   H&M’s Challenges and Potential Adaptation

	Perspective
	Key Objectives
	Current Initiatives
	Challenges Amid Decline
	Opportunities for Adaptation

	Financial
	· Control costs amid low margins
· Boost online sales
	· Economies of scale
· Digital channel expansion
	· Rising sustainability costs
· Declining in-store sales
	· Optimize e-commerce channels
(Teece, 2010)
· Increase digital ROI


	Customer
	· Attract loyal, socially aware consumers
	· Low-cost fashion
· Launch sustainable lines
	· Growing demand for ethics
· Loss of brand loyalty
	· Emphasize eco-friendly options
(Kotler, Kartajaya, & Setiawan, 2017).
· Loyalty programs
(Bianchi, & Andrews, 2012)

	Internal Processes
	· Maintain agility
· Integrate digital-first strategies
	· AI-driven inventory
· Omnichannel logistics
	· Balancing quick response with sustainable practices
	· Digital transformation
(Kiron, D. et al. 2016)
· Shift to circular economy

	Learning
and Growth
	· Foster innovation
· Upskill workforce for digital
	· Digital training
· AI-driven personalization
	· Need for remote skill adaptation
· Declining in-store roles
	· Build remote capabilities
· Enhance online customer experience




4.3 Concluding Comments (99)
The analysis of H&M's strategies across the Balanced Scorecard perspectives highlights both the challenges and opportunities the brand faces in Hong Kong's evolving retail landscape. While H&M's focus on affordability, efficient operations, and digital innovation supports its fast fashion model, the decline in physical presence necessitates adaptive strategies to maintain relevance. Strengthening customer engagement through online channels, enhancing sustainability efforts, and investing in technology-driven personalization are essential for H&M to rebuild market presence and loyalty. By addressing these areas, H&M can navigate its declining footprint and position itself to meet evolving consumer expectations in Hong Kong.

5. Conclusions and Recommended Strategies for H&M at the Corporate, Business and Functional Levels (55)
This section outlines the key findings and offers strategic recommendations, along with an implementation and contingency plan, to restore H&M’s market position in Hong Kong. These insights are designed to inform future strategies and support sustainable growth in an evolving market.

5.1 Conclusion (159)
The study reveals that H&M's competitive position in Hong Kong faces increasing challenges from evolving consumer expectations, intense competition, and the need for digital engagement. Recent store closures highlight the necessity for strategic adaptation. Historically a 'Cash Cow' according to the BCG Matrix (Henderson, 1970), H&M risks shifting toward a 'Dog' position if it fails to implement recommended strategies. To counteract declining foot traffic and the changing retail landscape, H&M must enhance its digital presence, positioning online sales as a potential 'Star,' and refine its customer engagement approach. Despite these challenges, H&M's established value chain and commitment to affordability and sustainability offer substantial competitive advantages. The company's strong global brand recognition continues to resonate with Hong Kong consumers, and its sustainability initiatives align well with evolving consumer preferences. Balancing fast fashion demands with ethical and sustainable practices is crucial for maintaining relevance in Hong Kong's fashion market. Additionally, H&M's efficient supply chain infrastructure supports rapid market response.

5.2 Recommended Strategies at Corporate, Business and Functional Levels (548)
To navigate the challenges and revitalize its position in the Hong Kong market, H&M should adopt a comprehensive strategic framework that operates across corporate, business, and functional levels. This multi-tiered approach will enable H&M to address key issues, enhance its market presence, and align with evolving consumer expectations in a dynamic retail landscape.

a. Corporate Level
The corporate level strategy aims to fundamentally transform H&M's market presence in Hong Kong through two key initiatives.

i. Hybrid Store Model Transformation
This initiative reimagines H&M's physical retail presence by converting remaining stores into flagship experiential centres that serve as both retail spaces and brand showcases. These flagship locations will feature advanced technology integration, including virtual try-ons and smart mirrors, to create immersive shopping experiences that set H&M apart from online-only competitors. This transformation is designed to reduce operational costs while maintaining a strategic market presence in key shopping districts.

ii. Strategic Partnerships
Strengthening H&M's market position involves collaborating with influential Hong Kong-based social media personalities and Key Opinion Leaders (KOLs) who align with H&M's brand values and sustainability mission. Partnerships with local sustainability organizations will reinforce H&M's commitment to environmental responsibility, resonating with environmentally conscious consumers. Additionally, strategic alliances with major shopping malls for pop-up experiences will maintain brand visibility while reducing fixed operational costs.

b. Business Level
To effectively navigate the evolving retail landscape in Hong Kong, H&M needs to adopt innovative strategies at the business level. These strategies will focus on aligning with current consumer behaviours and preferences and differentiating H&M from competitors.

i. Digital-First Approach 
H&M should adopt a digital-first strategy to align with evolving consumer behaviours. This approach centres on developing a dedicated H&M Hong Kong mobile application with local market customization and same-day delivery capabilities. Integrating virtual styling, personalization features, and AI-driven recommendations can replicate in-store experiences online, fostering customer engagement.

ii. Premium Sustainability Line
H&M could introduce a premium sustainability line specifically tailored to the Hong Kong market. This includes launching an H&M Conscious Premium collection that combines sustainability with a premium positioning, setting H&M apart from fast-fashion competitors and capturing the growing market for sustainable fashion. Collaborating with local designers for limited-edition sustainable collections would enhance market relevance and offer unique value propositions for Hong Kong.

c. Functional Level
To stay competitive and meet the evolving needs of Hong Kong consumers, H&M must focus on digital engagement and operational efficiency. This means leveraging cutting-edge technology and innovative marketing strategies to maintain and grow its market presence.

i. Digital Marketing and Customer Engagement
The marketing strategy should emphasize digital engagement through localized social media campaigns on platforms popular with Hong Kong consumers, such as Instagram and Xiaohongshu. Enhancing the H&M membership program with Hong Kong-specific benefits would boost customer loyalty and improve data collection capabilities. Strategic placement of QR code marketing in high-traffic areas, especially MTR stations, would drive online engagement while maintaining visibility in physical spaces.

ii. Supply Chain Optimization
Operational excellence should be achieved through AI-driven inventory management systems that optimize stock levels and minimize waste. Smart fitting rooms in flagship stores would enhance the customer experience and gather valuable data on consumer preferences. Strengthening last-mile delivery capabilities through local partnerships would ensure competitive service levels in the crucial home delivery segment.

5.3 Implementation (352)
To successfully execute H&M's strategic transformation in Hong Kong, a carefully phased and concurrent implementation approach over 18 months is essential. This systematic rollout ensures proper resource allocation, minimizes disruption to ongoing operations, and allows for continuous learning and adjustments.

a. Phase 1: Digital Transformation (Months 1-6)
Establishing the digital infrastructure necessary for H&M's renewed market presence. Development of the Hong Kong-specific mobile application will commence with local technology partners, incorporating features such as virtual try-on capabilities and real-time inventory checking. Comprehensive staff training programs will ensure workforce readiness for the digital transformation. The social media strategy implementation will begin with the establishment of dedicated Hong Kong market content teams and partnerships with selected KOLs. Simultaneously, flagship stores will undergo technological upgrades, including the installation of smart mirrors and advanced POS systems, while maintaining regular operations. These improvements will be implemented during off-peak hours to minimize customer disruption.

b. Phase 2: Operational Enhancement (Months 7 -12)
Focus on physical store transformation and operational improvements. Selected stores will be renovated to reflect the new experiential retail concept, incorporating sustainability corners and digital integration points. The launch of H&M's enhanced sustainability initiatives, including clothing recycling programs and repair services in flagship locations, will also occur during this phase. Strategic partnerships with local environmental organizations and fashion influencers will be formalized. The new AI-powered inventory management system will be implemented across all Hong Kong operations, with staff training conducted in parallel. Establishing the local delivery network through partnerships with Hong Kong-based logistics providers will ensure competitive service levels.

c. Phase 3: Market Expansion (Months 7-18)
Focus on market expansion and program refinement. The H&M Conscious Premium collection will be launched, accompanied by collaborative collections with local designers. The enhanced membership program will be rolled out, offering targeted benefits to Hong Kong customers. Continuous evaluation and adjustment of implemented strategies will occur based on performance metrics and customer feedback, ensuring sustained relevance and success.

This comprehensive and concurrent approach will ensure H&M's strategic transformation is effectively implemented, leveraging digital advancements, operational improvements, and market expansion to revitalize its position in the Hong Kong market.

	Chart 1.   Gantt Chart of Recommended Strategies for H&M
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5.4 Contingency Plan (185)
This contingency plan provides a comprehensive approach to managing potential risks and ensuring H&M can adapt to changing market conditions while maintaining its commitment to sustainability and customer engagement.

a. Digital Performance Backup
A digital performance backup plan is essential. If digital engagement falls short of expectations, H&M should be prepared to launch seasonal pop-up stores or temporary retail experiences in Hong Kong to boost physical engagement. Collaborating with third-party pickup points can enhance the convenience of online orders. To ensure consistent digital service delivery, multiple payment gateway options will be maintained and supported by cloud-based system redundancy. Additionally, alternative delivery partnerships will be established to ensure service continuity, while cross-border e-commerce capabilities will provide additional sales channels when needed.

b. Risk Mitigation for Supply Chain
Risk mitigation for the supply chain is essential. H&M should develop alternative sourcing options and diversify suppliers to handle potential disruptions. In the event of economic downturns, cost-cutting measures should be prepared to maintain financial stability while preserving critical sustainability investments.

c. Consumer Spending Fluctuations
Addressing fluctuations in consumer spending is crucial. If there is a decline in spending, H&M should introduce budget-friendly product lines online to appeal to price-sensitive segments without compromising sustainability. Loyalty programs can offer more frequent rewards to retain customers during these periods.

d. Competition Response Measures 
A series of ready-to-launch promotional campaigns will be prepared to ensure rapid market response. Dynamic pricing algorithms will enable quick adjustments to competitive pressures, while flexible store format options will allow for swift adaptation to changing market conditions

5.5 Monitoring and Control
Success will be measured through comprehensive KPI tracking across three key areas:

a. Financial Performance
Sales growth will be monitored monthly, targeting a 25% year-over-year increase. Cost reduction initiatives will be tracked against a 30% target, with a focus on operational efficiency. Online revenue growth will be monitored weekly, aiming for 50% of total sales within 18 months. Inventory turnover metrics will be reviewed bi-weekly to ensure optimal stock management.

b. Customer Engagement
Customer satisfaction surveys will be conducted quarterly, targeting a 90% satisfaction rate. Mobile app adoption will be tracked daily, with a goal of achieving 500,000 users within the implementation period. Membership growth will be monitored weekly, with promotional activities targeting 300,000 members. Social media engagement metrics will be reviewed daily, aiming for a 50% increase in engagement rates.

c. Operational Excellence
Store efficiency metrics will be monitored daily, targeting improvements in sales per square foot and conversion rates. Delivery performance will be tracked in real-time, maintaining a 90% same-day delivery success rate. Return rates will be monitored weekly, with measures to keep rates below 10%. Sustainability metrics, including carbon footprint reduction and recycling rates, will be reviewed monthly.

5.6 Closing Remarks (96)
The recommendations, implementation plan, and contingency strategies outlined in this section provide a comprehensive roadmap for H&M to navigate challenges in the Hong Kong market. By adapting to local market shifts, enhancing digital engagement, and reinforcing sustainability commitments, H&M can mitigate the effects of a reduced physical footprint and build stronger connections with eco-conscious, digitally engaged consumers. This adaptive, multi-level strategy equips H&M with the resilience needed to stay relevant in a competitive market and align with evolving consumer expectations.

Success depends on consistent execution and regular monitoring of progress. The phased approach allows for necessary adjustments while maintaining operational stability. Regular review meetings with key stakeholders will ensure alignment and enable a quick response to challenges during implementation. Properly executing these strategies will position H&M to strengthen its competitive edge in Hong Kong's evolving retail landscape and build a sustainable foundation for future growth.
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