
LEADERS IN A GLOBAL BUSINESS


Responsible Global Leadership and Environmental Sustainability: A Critical Evaluation of H&M Group’s Commitments and Practice


Executive Summary
This report critically evaluates the extent to which H&M Group demonstrates responsible global leadership in addressing the environmental impacts of its international fashion business. It examines the environmental, political, regulatory and stakeholder pressures shaping H&M’s leadership agenda, before assessing its governance, supply-chain practices, circularity initiatives and the credibility of its published commitments.
The analysis finds that H&M operates under increasing pressure to reduce emissions, resource use, textile waste and environmental harm across a geographically dispersed value chain. European regulation, investor expectations and stakeholder scrutiny also require greater traceability, product durability and accuracy in environmental communication. H&M has responded through board-level sustainability oversight, science-based climate targets, supplier engagement, decarbonisation finance and increased use of recycled or sustainably sourced materials.
Evidence of absolute reductions in direct and value-chain emissions, reduced supplier reliance on coal and stronger environmental governance indicates that H&M’s approach extends beyond symbolic policy statements. However, significant contradictions remain. Circular activities, particularly resale and repair, represent only a limited share of the business, while the dominant model continues to depend on high volumes of newly produced garments. Previous regulatory concerns regarding sustainability claims also demonstrate the importance of precise and verifiable communication.
The report concludes that H&M demonstrates meaningful but incomplete responsible global leadership. Its commitments and measurable progress provide evidence of credible strategic adaptation. Nevertheless, full environmental stewardship requires proof that absolute impacts can continue declining during commercial growth and that circular business models increasingly replace, rather than supplement, virgin-resource production.
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H&M Group is a Swedish multinational fashion organisation whose portfolio includes H&M, COS, Weekday, & Other Stories, ARKET and the second-hand platform Sellpy. In 2025, it operated approximately 4,100 stores across 81 markets and online in 61 markets (H&M Group, 2026). The group designs and retails its products but does not own the factories that produce them, instead working with more than 550 commercial-product suppliers and over 960 tier-one factories across Europe, Asia and North America (H&M Group, n.d.-b). Consequently, its performance and environmental footprint depend on material sourcing, manufacturing, transportation and sustained consumer demand.
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H&M is an appropriate case for examining responsible global leadership because it combines extensive sustainability reporting and ambitious climate and circularity commitments with the structural impacts of high-volume fashion. These include carbon emissions, water use, chemical pollution and textile waste throughout the value chain (Niinimäki et al., 2020). Its credibility has also faced regulatory scrutiny: in 2022, the Netherlands Authority for Consumers and Markets made H&M’s commitment to adjust or discontinue potentially misleading sustainability claims legally binding (ACM, 2022). This creates a clear basis for testing whether corporate commitments are reflected in organisational practice.



[bookmark: _Toc235809257]1.3 Aim, scope and preliminary argument

This report critically examines the environmental, political, regulatory and stakeholder forces shaping H&M’s global leadership agenda. It has three objectives: to evaluate the external forces shaping this agenda, assess H&M’s approach to responsible environmental stewardship, and compare its published commitments with organisational practice. It provisionally argues that H&M has made meaningful progress through emissions reductions, material changes, supplier initiatives and circularity programmes. However, its credibility depends on whether these measures create durable reductions in absolute environmental impact and reduce dependence on high-volume consumption.
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[bookmark: _Toc235809259]2.1 Global environmental and institutional pressures

The Paris Agreement and Sustainable Development Goals (SDGs) 12 and 13 establish international expectations for climate action and responsible production and consumption (UNFCCC, 2015; United Nations, 2015). These pressures are material for fashion: the supply chains serving EU textile consumption generated an estimated 159 million tonnes of CO₂ equivalent in 2022, while textile production creates water, chemical, waste, and resource pressures (EEA, 2025; Niinimäki et al., 2020). IFRS S2 further frames climate-related risks and opportunities as information relevant to investors, linking environmental performance to financing, resilience and long-term value (IFRS Foundation, 2023). Environmental stewardship therefore extends H&M’s responsibility beyond directly owned operations to impacts throughout its value chain (Bennett et al., 2018). H&M cannot control national electricity grids or environmental enforcement; nevertheless, ownership and responsibility are not equivalent because its prices, order volumes, lead times, contracts and supplier selection influence production decisions. Responsible global leadership therefore requires H&M to finance and enable supplier transition rather than transfer targets and costs to factories with fewer resources.

[bookmark: _Toc235809260]2.2 Political, legal and regulatory pressures

EU policy is converting sustainability expectations into operational requirements. The EU Strategy for Sustainable and Circular Textiles promotes longer-lasting, repairable and recyclable products, while the Ecodesign for Sustainable Products Regulation provides for ecodesign rules, Digital Product Passports and restrictions on destroying unsold products (European Commission, 2022; European Union, 2024b). The revised Waste Framework Directive introduces textile extended producer responsibility, the Corporate Sustainability Reporting Directive strengthens impact disclosure, and the Empowering Consumers Directive increases pressure to substantiate environmental claims (European Union, 2022; European Union, 2024a; European Union, 2025). Bradford’s (2020) Brussels Effect suggests that these standards may influence H&M beyond Europe because maintaining separate product, data and supplier systems across markets may be inefficient. A uniform global standard could improve consistency and accountability, but suppliers in countries with limited renewable energy, recycling capacity or digital infrastructure may face disproportionate implementation costs. H&M’s leadership challenge is therefore not simply compliance. It must decide whether to apply stronger standards globally while providing the finance, technology and transition time needed for local implementation, turning regulatory convergence into responsible cross-border governance rather than cost transfer.

[bookmark: _Toc235809261]2.3 Stakeholder, cultural and commercial pressures

H&M must reconcile competing stakeholder interests. Its long-term objectives combine annual sales growth of at least 10 per cent, an operating margin above 10 per cent and a 56 per cent absolute greenhouse-gas reduction by 2030 (H&M Group, 2026). Stakeholder theory requires leaders to consider shareholders, customers, suppliers, workers, communities, regulators and the natural environment rather than privileging commercial returns (Freeman, 1984; Maak and Pless, 2006). These expectations also vary across markets: cultural dimensions influence consumers’ willingness to pay for sustainable fashion, so a single global proposition may not produce equal acceptance or affordability (Khan, Varaksina and Hinterhuber, 2024). Global leaders must therefore interpret stakeholder expectations across cultural contexts and adapt implementation without abandoning common ethical standards (Spencer-Oatey, 2020).
 Reducing output or raising prices could affect lower-income customers and employment in supplier economies, yet growth without lower resource throughput could undermine climate commitments. Responsible leadership is therefore revealed by how H&M adapts implementation without weakening standards and distributes transition costs and benefits. Commercially, credible action can protect brand trust, access to capital, regulatory compliance and supply continuity; strategically, growth must increasingly come from durability, resale, repair and services rather than higher volumes of newly produced garments.
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Responsible leadership views leadership as a relational and ethical process through which organisations create accountable relationships across stakeholder networks (Maak and Pless, 2006). Applied to H&M, this moves analysis beyond published targets towards how decisions affect suppliers, workers, customers, communities, investors and ecosystems across borders. Freeman’s (1984) stakeholder theory sharpens this assessment by asking which interests influence choices, whose claims receive priority and who bears transition costs. Fry and Egel (2021) further argue that global leadership for sustainability requires a global mindset and responsibility towards distant stakeholders who may not contribute directly to short-term financial returns. For H&M, responsible leadership is therefore demonstrated by how fairly it uses and shares its commercial power.
Bennett et al.’s (2018) environmental stewardship framework adds a capacity-based test: responsible actors must use financial, institutional, technological and relational resources to protect environmental systems. H&M should be evaluated not only by standards imposed on suppliers, but by whether it enables factories through finance, expertise and stable relationships. Ethical leadership provides a supporting lens because leaders communicate acceptable conduct through decisions, incentives and example (Brown, Treviño and Harrison, 2005). Although transparent reporting can strengthen accountability, it may also protect legitimacy without changing operations. The decisive test is consistency between H&M’s claims, incentives and commercial conduct, revealing whether leadership capacity reduces harm or mainly manages stakeholder perceptions.

[bookmark: _Toc235809264]3.2 Sustainability governance and leadership accountability

H&M has formalised sustainability oversight: the board monitors material impacts, risks and opportunities; the Chief Sustainability Officer sits on the executive management team; and the audit committee oversees sustainability reporting, risk management and internal controls (H&M Group, 2026). Through responsible-leadership theory, these arrangements indicate that environmental responsibility has entered senior decision-making rather than remaining a peripheral corporate-responsibility activity (Maak and Pless, 2006). The board also receives sustainability and investment information, creating a route through which environmental risks can influence strategy. However, leadership effectiveness depends on whether formal authority, monitoring and governance systems influence actual organisational decisions and priorities rather than merely establishing structures and procedures (Yukl and Gardner, 2020). Formal structures alone do not demonstrate that sustainability carries equivalent influence over pricing, purchasing, assortment or expansion. H&M’s governance is therefore better interpreted as increasingly integrated than fully transformative. Its credibility depends on whether board oversight changes capital allocation and commercial decisions when environmental and financial objectives conflict, and whether leaders disclose how those trade-offs are resolved.
H&M also links climate-related criteria to incentive arrangements, including measures connected to Scope 1, 2 and 3 emissions. However, its remuneration framework states that short-term variable rewards are based mainly on sales and operating profit, although non-financial goals may also be included (H&M Group, 2026). Ethical-leadership theory suggests that incentives communicate organisational priorities and shape acceptable behaviour (Brown, Treviño and Harrison, 2005). Financial thresholds can protect viability and provide resources for environmental investment, but accountability may become symbolic if sustainability remains secondary whenever trade-offs arise. Limited disclosure of the relative weight and consequences of environmental performance further restricts external scrutiny. H&M should therefore be judged by whether missed targets affect remuneration and investment and whether incentives align product, purchasing and growth decisions with absolute-impact reduction.

[bookmark: _Toc235809265]3.3 Leading environmental change across the global supply chain

H&M’s greatest climate challenge lies in its value chain. In 2025, it reported that Scope 3 emissions covered by its science-based target were 34.6 per cent below the 2019 baseline, that 48 per cent of textile-supply-chain electricity was matched with renewable sources, and that factories reporting on-site coal boilers fell from 118 in 2022 to 10 (H&M Group, 2026). Environmental-stewardship theory treats these outcomes as evidence that a powerful buyer can mobilise resources beyond assets it owns (Bennett et al., 2018). Wren (2022) similarly argues that effective fast-fashion supply-chain management requires collaboration, traceability and integration of environmental criteria into sourcing. However, H&M’s figures are company-reported and do not establish how much progress resulted from permanent factory transformation rather than lower material volumes or sourcing changes. They provide credible evidence of action, but leadership quality depends on sustaining absolute reductions as commercial activity changes. H&M should therefore disclose the drivers of reductions clearly and connect supplier outcomes to long-term purchasing decisions.
The supplier programme strengthens the stewardship case because factories are asked to establish emissions targets and submit roadmaps reviewed by H&M’s sustainability team. H&M also offers energy audits, technical support, renewable-electricity assistance and finance through its Green Fashion Initiative, while supplier performance can inform future buying decisions (Science Based Targets initiative, n.d.; H&M Group, n.d.-a). Responsible leadership and stakeholder theory indicate that influence creates obligations to build suppliers’ capacity rather than merely demand compliance (Maak and Pless, 2006; Freeman, 1984). Conversely, factories often serve several brands, while national grids, regulation and access to capital constrain their choices. H&M cannot decarbonise these systems independently, but targets without predictable orders, locally informed consultation or shared finance could transfer risks to suppliers and workers. H&M demonstrates stronger cross-border stewardship where finance, technical expertise, stable volumes and local implementation match common standards. Its climate commitments must therefore be embedded in prices, lead times and sourcing relationships so factories can invest without carrying a disproportionate share of transition costs.

[bookmark: _Toc235809266]3.4 Circularity, materials and business-model transformation

H&M reports that 91 per cent of materials used in commercial products in 2025 were recycled or met its sustainably sourced criteria, including 32 per cent recycled content. It also collected 17,808 tonnes of garments, but resale generated only 0.8 per cent of turnover (H&M Group, 2026). Circular-business-model research argues that resale, repair, rental and remaking create environmental value when they replace new production and decouple revenue from resource use (Ellen MacArthur Foundation, 2021; Dragomir and Dumitru, 2022). Improved materials and collection systems are necessary foundations for transition, yet collection is not equivalent to recycling, recycled content does not prove closed-loop production, and the limited resale share shows that H&M’s core model remains dominated by new goods. Responsible leadership therefore requires reporting whether circular activities displace virgin materials and new-product sales, not merely whether participation increases.
Sandin and Peters (2018) find that textile reuse generally provides greater environmental benefits than recycling because it extends product life and avoids primary production. However, circular systems depend on customer participation, product quality, sorting infrastructure, recycling technology, reliable data and viable reverse logistics (Schumacher and Forster, 2022). These constraints limit the speed of transformation and weaken simplistic claims that H&M can redesign the system alone. Even so, systemic sustainability requires changes to product lifetimes, business incentives and consumption patterns rather than isolated material improvements (Sahimaa et al., 2024). Stewardship therefore concerns how H&M reshapes the conditions within its influence, including design standards, repairability, resale access and investment in textile-to-textile recycling. Its current approach represents meaningful experimentation and material improvement, but not yet business-model transformation. The strongest leadership test is whether circular revenue becomes material and increasingly replaces revenue based on high-volume virgin-resource production.
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H&M’s climate transition plan commits the group to reducing absolute Scope 1 and 2 emissions and the Scope 3 emissions covered by its science-based target by 56 per cent by 2030, against a 2019 baseline. By 2040, it aims to reduce both categories by at least 90 per cent and reach net zero, using removals only for residual emissions (H&M Group, 2026). It also targets 100 per cent recycled or sustainably sourced product and packaging materials by 2030, with an ambition for 50 per cent of product materials to be recycled. Further commitments include phasing out on-site coal in Tier 1-3 production, expanding renewable electricity, reducing freshwater use in wet-processing facilities by 30 per cent from 2022, improving durability and recyclability, and scaling resale, repair and collection. H&M presents these measures as a route to decoupling growth from resource use and value-chain emissions, while its climate targets have received Science Based Targets initiative validation (H&M Group, 2026; Science Based Targets initiative, n.d.).

[bookmark: _Toc235809269]4.2 Evidence of measurable progress

Reported results indicate that implementation extends beyond target-setting. In 2025, absolute Scope 1 and 2 emissions were 41 per cent below 2019 and Scope 3 emissions covered by the target were 34.6 per cent lower (H&M Group, 2026). Absolute reductions are more significant than intensity-only gains because they indicate a smaller reported footprint rather than improved efficiency per unit of revenue. H&M also reported that 48 per cent of textile-supply-chain electricity was matched with renewable sources, while factories using on-site coal boilers fell from 118 in 2022 to 10. Its Green Fashion Initiative had supported 24 projects, suggesting that supplier requirements were accompanied by capital support (H&M Group, n.d.-a).
Resource indicators reinforce, but qualify, this assessment. Recycled or sustainably sourced materials reached 91 per cent of commercial-product inputs, including 32 per cent recycled content; freshwater use in relevant supplier facilities was 22.8 per cent below 2022; and H&M collected 17,808 tonnes of garments (H&M Group, 2026). However, total product-material weight fell from 559,974 tonnes in 2024 to 506,015 tonnes in 2025, so lower throughput contributed to several improvements. The sustainability statement received limited external assurance, which strengthens reliability but provides less confidence than reasonable assurance (H&M Group, 2026). The evidence is therefore too substantial to dismiss as symbolic, but its causes, boundaries and durability require scrutiny.
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The first gap concerns H&M’s simultaneous objectives of at least 10% annual sales growth, an operating margin above 10% and a 56% absolute emissions reduction by 2030 (H&M Group, 2026). Hahn et al. (2015) argue that corporate sustainability involves persistent tensions rather than automatic commercial-environmental alignment. Efficiency and material improvements may be outweighed if growth increases production and logistics faster than impacts decline. Responsible leadership therefore requires evidence of absolute decoupling, not an assumption that growth and sustainability are compatible.
Second, H&M attributes its 2025 Scope 3 improvement partly to lower material weight and increased use of preferred materials. Reduced throughput is positive, but it remains uncertain whether this reflects durable transformation or temporary changes in demand, assortment and inventory. Credible leadership requires H&M to separate structural reductions from volume and methodology effects so stakeholders can judge whether performance would persist during stronger growth.
Third, circularity remains peripheral. Resale represented only 0.8% of turnover, while garment collection does not prove that fibres return to equivalent-quality clothing. Reuse generally delivers greater environmental benefits than recycling by extending product life and avoiding new production (Sandin and Peters, 2018). H&M also reported no time-bound targets for some resource outflows and waste indicators in 2025 (H&M Group, 2026). Sahimaa et al. (2024) warn that product-level interventions can remain simplistic when they leave the underlying system of short product lifetimes and high throughput unchanged. The strategic test is therefore whether resale, repair and durability displace new sales and virgin inputs rather than supplementing them.
Finally, the ACM’s legally binding 2022 decision required H&M to adjust or discontinue sustainability claims that risked misleading consumers (ACM, 2022). Suchman’s (1995) legitimacy theory explains why communication may both report change and preserve stakeholder acceptance. The decision does not prove that all H&M activity is misleading, but shows that imprecise claims can undermine substantive action. Ethical leadership therefore requires specific, verifiable communication proportionate to the evidence.

[bookmark: _Toc235809271]4.4 Overall credibility and strategic implications

H&M’s credibility is best classified as meaningful but incomplete progress. Its commitments are absolute, time-bound and externally validated; senior governance structures oversee delivery; and reported emissions, energy, water and material indicators show measurable improvement. These features exceed a mainly compliance-led response. However, the business-model test remains unresolved. Circular revenue is marginal, recent reductions were partly supported by lower material weight, and the compatibility of high sales growth with absolute impact reduction has not been demonstrated. Responsible global leadership therefore requires H&M to maintain reductions during growth, disclose performance drivers and assurance limits, connect supplier finance with purchasing practices, and show that resale, repair and durability increasingly replace virgin-resource production. This alignment would reduce regulatory and litigation exposure, protect stakeholder trust, strengthen access to sustainability-linked finance and improve supply resilience. Until it is visible at commercial scale, H&M represents credible strategic adaptation rather than full environmental transformation.
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H&M’s global leadership agenda is shaped by rising climate expectations, stricter European regulation, investor scrutiny and growing pressure from customers, regulators, suppliers and environmental stakeholders. These pressures require the group to address emissions, resource use, waste, product durability and environmental claims across a geographically dispersed value chain. They also create a strategic tension between commercial growth, affordability and absolute environmental reduction.
H&M demonstrates elements of responsible global leadership through board-level sustainability oversight, executive accountability, science-based climate targets, supplier engagement and financial support for decarbonisation. Its reported reductions in direct and value-chain emissions, increased use of preferred materials and declining supplier reliance on coal indicate that environmental stewardship has moved beyond policy statements. However, responsible leadership is strongest where H&M combines global standards with finance, technical support, stable purchasing relationships and locally informed implementation rather than transferring transition costs to suppliers.
Its credibility nevertheless remains constrained by the structure of its business model. Circular activities, particularly resale, remain commercially marginal, while much of the group’s revenue continues to depend on newly produced garments. Previous regulatory concerns regarding sustainability claims also demonstrate that measurable progress can be weakened by insufficiently precise communication. Furthermore, the durability of recent environmental improvements remains uncertain if material use and sales volumes increase.
Overall, H&M demonstrates meaningful but incomplete responsible global leadership. Its commitments, governance arrangements and measurable performance provide evidence of substantive action rather than purely symbolic compliance. However, full credibility requires proof that absolute environmental impacts can continue declining alongside growth and that circularity, durability and reuse increasingly replace virgin-resource production. H&M should therefore be viewed as undertaking credible strategic adaptation, but not yet achieving complete environmental transformation.
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