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Introduction

The Porter’s Five Forces Analysis is a tool that helps assess the profitability and competitiveness of an industry by looking at five major forces suggested to be at play. These forces include; entry of new players into the industry, rivalry from existing competitors, threat of substitute products, power of the buyers, and the power of the suppliers. H&M is a multinational clothing retailer with presence in over sixty countries. Formed in 1947, the company is among the leaders in the apparel industry. This paper seeks to analyze the position of the company in the apparel industry in terms of profitability and competitiveness, using the Porter’s Five Forces Analysis. 







H&M

H&M which in full stands for Hennes & Mauritz AB, is a Swedish clothing-retail company that has more than 4,500 stores in over 60 countries worldwide. The company has over 130,000 employees. It is the second largest clothing retailer in the world and has an online presence in over thirty countries, where online shopping is available. The company was founded in 1947 by Erling Persson, and was listed in the Stockholm Stock Exchange in the year 1974. Online retailing began in 1998. It registered a revenue of US$ 21.73 billion in the year 2016, and has an estimated net worth of between US$ 12-16 billion. It was ranked the twenty first most valuable brand in the world in 2009 and 2010.  The company’s subsidiaries include Weekday, Monki, Cheap Monday, among others.
The company specializes in affordable, but quality clothing products for men, women, teens, and children. It strives to create new models, for the various markets so as to take care of the multicultural customers. At its formation in 1947, the company specialized in women’s clothing. Menswear collection was included in 1968. The company evolved over time to stock teenagers and kids clothing. In 2008, the company began retailing home furnishings. The company also retails cosmetics and accessories.

[bookmark: _GoBack]Customers, Suppliers, and Competitors
H&M provides stylish and trendy pieces for the fashion-conscious customer. The targeted customers are mostly women of 15-40 years, kids, men, and college going students looking for affordable but stylish lifestyle. The urban population is also the most targeted segment. Satisfied customers refer new customers to the company. Advertisements and branding using celebrities also serve to attract customers (Wilson, 2013).  The company has used various celebrities such as Beyonce and Madonna to market their products. Collaboration with globally popular designers also leads to increased traffic into H&M’s stores.
H&M is supplied with apparel by manufacturing and processing companies in countries across various continents (H&M GROUP, n.d.; Kasperkevic, 2013)).  H&M’s main competitors are Zara, the GAP, Forever 21, Topshop, the Arcadian Group, among others (Milne, 2017). 
The Apparel Industry
The fashion industry is a multi-billion dollar industry accounting for 2% of the world’s GDP. It is made up of several subsectors and employs millions of people. H&M is among the five largest fashion companies in the world, with a market share of US$ 48.3 billion (Strijbos, 2016). The fashion industry is projected to grow by double digits by the year 2020 due to emerging markets in the developing world (TextileToday, 2016).  The industry is frequented by trend changes that the companies must take care of. Customers are also more concerned with the shopping experience rather than the products alone. Small entrants in the industry are growing fast and threatening the dominance of the traditional giants. However, despite these challenges newer markets are opening every day and offer great opportunities for the players in the industry (Keller, et al., 2014).
The Porter’s Five Forces Analysis of H&M
The Porter’s Five Forces Analysis theory suggests that there are five forces that influence profitability, and the level of competition in an industry (Dobbs, 2014, p. 39). These forces are, threat of new entrants into the industry, threat of substitute products or services, threat of established rivals, the bargaining power of suppliers, and lastly the bargaining power of the customers. The first three are horizontal forces while the last two are vertical forces (Martin, 2017)
Threat of New Entrants into the Industry
The clothing-retail industry is not saturated, and hence there are possibilities of new entrants. Moreover, there are no barriers or policies hindering the entry of new players. Opening retail stores does not require large capital, opening up the industry further. Furthermore, there are several manufacturers who make starting a clothing line quite easy. Entrance of new players reduce the profitability of companies in the industry (Martin, 2017). 
Threat of Substitutes
There exist no substitutes for the apparel industry. However, there are substitutes for retail. For instance, there is a shift from the traditional retailing to online retailing. Online retailers are therefore a substitute for the traditional retail stores. The companies using online platforms enjoy a larger market share, and this piles pressure on the traditional markets to shift.

Threat of Established Rivals
H&M faces stiff competition from online rivals such as Asos and Zalando (Milne, 2018). These rivals are online-only retailers and offer free shipping. There is also competition from large and small retailers offering similar products such as Zara (Inditex is the parent company) which customers claim have better styles. The management has also acknowledged that their shopping experience is still behind that of rivals. The company only achieved a sales growth of 3% in 2017. The long term sales growth target of between 10-15% has been shelved. 2018 is going to see closure of more stores, 170, than any year before. The H&M stores in Australia have been reported to lose sale battles to much smaller stores such as Big W and Kmart (Brook, 2018). The customers also feel that only the stock that cannot sell in Europe is shipped into Australia, and hence they are turning to rival brands. There are also complaints about the online presence, shipping, and delivery by H&M.

Bargaining Power of the Buyers
This force refers to the ability of the buyers to bring down the prices of products. It also looks at the number and power of an organization’s buyers, as well as the cost they would incur by switching to another brand. There is no absolute loyalty in the fashion industry especially in the cheap clothing segment. There are also several retailers to choose from. Prices are the most important factors to the customers, and switching from one retailer to another usually costs little. This places immense bargaining power in the hands of the customers. In turn, the customers put pressure on the retailers to review their prices, and customer relations.
Bargaining Power of the supplier
This accesses the ability of the suppliers to increase the prices of their products. Factors affecting the power of the suppliers include, the uniqueness of their products, and the cost of switching from one supplier to another. The fewer the suppliers, the more control and power they have over the industry. Globalization has made it possible for clothing retailers to source their products from several countries. These countries provide low cost labor for the clothing with little or no differentiation. The suppliers therefore have little bargaining power. Due to the availability of cheap labor, the retailers can impose their conditions on the suppliers.





Conclusion 
Despite the many challenges that the modern apparel industry bears, there are limitless opportunities for fashion companies. The expansion of the existing markets as well as the emergence of new markets brings unlimited possibilities. Due to the strong brand that H&M has created over the 71 years of its existence, it can easily overcome the challenges it is facing and cement its dominance in the fashion industry once again. Increasing its online presence, offering better shopping experience, and exploiting the emerging markets can help achieve that.
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