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Problem The scarcity of resources and increasing awareness of human rights issues in the 
media and the public are increasing the pressure on companies to introduce a 
Corporate Social Responsibility (CSR) strategy. Company Stakeholder 
Responsibility is a relatively new model in this field and is suggesting a wider 
approach to CSR. 

Purpose The purpose of this thesis is to describe the topics of CSR, Stakeholder Theory and 
Company Stakeholder Responsibility and apply them in order to analyze the CSR 
strategy of H&M. The focus is on the similarities and differences between the 
theoretical requirements of the Company Stakeholder Responsibility model and 
the practical CSR strategy currently applied by H&M. 

Method The approach used in this thesis is a case study approach with a focus on 
documentary exegesis. Documents were collected from H&M, media and NGOs 
and two interviews were conducted. 

Result The CSR strategy of H&M is based on their seven commitments and has a very 
strong focus on the work with their suppliers. The main instrument for the 
implementation of the strategy is their Code of Conduct (COC) and for the 
monitoring, there is an auditing system with regular audits conducted by H&M. 

Conclusion H&M with their CSR strategy has many similarities with the Company Stakeholder 
Responsibility model and they are trying to expand it to more stakeholders. While 
their strong focus on suppliers is good because they are their most important 
stakeholders, which also brings a danger of neglecting other stakeholder in terms 
of CSR. The strong focus on the price in their business model might also bring 
problems. 
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1. Introduction 

1.1. Background 

Globalization has been one of the major topics in international business for the past decades and the 

clothing industry is no exception from that. There has been a large shift of production of garments to 

developing countries with low production costs (Winborg, 2006, p. 4), which has raised issues such as 

general labor conditions, child labor, worker’s rights and equality as well as environmental 

protection. Partly this is due to laws in developing countries in these areas which are often not as 

strong as in developed nations but also because apparel companies from developed countries 

outsource production to independent suppliers in developing countries and therefore are not 

directly responsible for the actions of their suppliers (Winborg, 2006). 

From the beginning of the 1990’s pressure on the industry has increased from different sides to take 

more responsibility for the actions of their suppliers in developing countries and to take specific 

actions to improve the situation in production factories (van Tulder & Kolk, 2001; Pearson & Seyfang, 

2001). This was achieved mostly with the introduction of Codes of Conduct (COC), which were 

introduced by Non-Government Organizations (NGO) as well as by multinational companies 

themselves, mainly throughout the 1990’s. One of the pioneering industries in this respect was the 

sporting goods industry, for example with Nike’s Code of Conduct & Memorandum of Understanding 

and Reebok’s Human Rights Production Standards in 1992 (van Tulder & Kolk, 2001, p. 296). Also in 

the clothing industry there have been similar efforts such as the Clean Clothes Campaign’s Code of 

Labor Practices in 1997 (van Tulder & Kolk, 2001, p. 296) and the H&M COC in 1997 (Ockborn, 2006, 

p. 4). 

These efforts to introduce COC’s can be seen as a part of what is described as corporate social 

responsibility (CSR). When working with suppliers, the aim of CSR is to reduce inter-organizational 

differences while maintaining a uniform approach on social responsibility as a whole. This helps the 

company to ensure their customers that their CSR guidelines are not only followed by themselves but 

also by suppliers and probably even sub-suppliers that contribute to the final product. This is 

particularly important as the customers and other stakeholders see the company responsible for acts 

of their suppliers that violate the customer’s understanding of ethics (Line, 2008, pp. 442-445). 

Over the past years and decades many companies have faced criticism from the public, NGOs and the 

media for unacceptable practices at their supplier’s production facilities. The working conditions at 

facilities of Foxconn in China, a company that is producing the iPhone for Apple or computers for 
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Dell, is one of the latest examples. The conditions have become a topic in the media worldwide 

because of a high number of suicides by workers; and Apple ended up receiving a large part of the 

blame (Evertiq.com, 2011; Wong, Liu, & Culpan, 2010). Another similar example is the case of a farm 

that was, amongst others, producing for Kentucky Fried Chicken (KFC). An undercover journalist 

documented the unacceptable conditions the chickens on the farm were held in as well as several 

cases of animal cruelty. Consequently, KFC was widely criticized for not following their own buying 

policies and People for the Ethical Treatment of Animals (PETA) launched a campaign called Kentucky 

Fried Cruelty to protest against these cases of animal cruelty (FoodProductionDaily, 2004). 

 

1.2. Problem discussion 

These two cases are examples of how important it can be for a company to work with their 

stakeholders in a responsible and ethical way. This is especially true for companies, which do not 

have their own production facilities, as their suppliers are becoming a very crucial group of 

stakeholders, which is also the starting point for this thesis. The reason we use H&M as an example is 

that the apparel industry has been very much criticized for child labor and bad working conditions in 

supplier factories and that H&M today is seen as a company with a rather well developed CSR 

strategy and a good infrastructure for auditing and controlling their suppliers (Winborg, 2006, pp. 4-

5; Risberg, 2011). 

H&M acknowledges that the locations of many of their suppliers are in countries where there is a risk 

of human rights violations, which shows that they are aware of potential problems (H&M, 2011b, p. 

27). While this awareness is present, H&M also thinks that simply avoiding countries with a risk of 

human rights violations is not an option. The reason behind this, according to the CEO of H&M, Karl-

Johan Persson states, is that “today’s economy is global and it is not a question of whether 

companies like ours should be present in developing countries, it is a question of how we do it” 

(H&M, 2011b, p. 3). This way of thinking shows why H&M considers CSR to be an important issue and 

why they put a lot of effort into the implementation of their CSR strategy. It also illustrates why the 

CSR strategy of H&M is focused primarily on the production process of their products and their work 

with the suppliers. 

The CEO of H&M states that “for H&M, sustainability is a natural part of doing business in a 

globalized world” and that “… where people are treated with respect and resources used responsibly 

are essential to our business model” (H&M, 2011b, p. 3). This shows that, in his opinion, CSR is very 

well integrated into the business model of H&M and is an integral part of their strategy. 
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We are going to use the Company Stakeholder Responsibility model, which is a relatively new theory 

within the field of CSR, in order to analyze the findings. Because Company Stakeholder Responsibility 

is a rather new concept within CSR it is interesting to see how it compares to the CSR strategy 

currently implemented at H&M. Up to now there has been relatively little research about this specific 

model and how it compares to current practice. 

With stating that CSR is an essential part of their business model, H&M is an interesting subject for 

the comparison with Company Stakeholder Responsibility, as the basic idea of this model is to have 

CSR deeply integrated into every part of the company (Freeman, 1984). We are going to analyze to 

what extent H&M’s CSR strategy complies with Company Stakeholder Responsibility and in which 

ways it does not. 

 

1.3. Research Question 

How does the CSR strategy of H&M differ from the guidelines of the Company Stakeholder 

Responsibility model? 

 

1.4. Purpose 

The purpose of this thesis is to describe the topics of Corporate Social Responsibility (CSR), 

Stakeholder Theory and Company Stakeholder Responsibility and apply them in order to analyze the 

CSR strategy of H&M. The focus is on the similarities and differences between the theoretical 

requirements of the Company Stakeholder Responsibility model and the practical CSR strategy 

currently applied by H&M. 

 

1.5. Target Group 

This study is intended for students and researchers with a general interest in the topic of CSR, new 

developments in this field and the comparison to current practice. It can also be relevant for 

businesses with an interest in new developments within CSR and businesses that are looking for a 

theoretical basis to develop their own CSR strategy. 
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1.6. Delimitation 

This case study is limited to one organization, it is not comparing H&M to any other organization and 

it can therefore not be generalized to other organizations and other contexts. 

Because we were not able to get an interview with a representative of the CSR or the purchasing 

department at the H&M headquarters in Stockholm, information from H&M directly is limited to the 

annual reports, CSR reports and an interview with Camilla Rääf, Visual Merchandiser at the H&M 

store in central Västerås.  It is generally not possible for us to exclude that any bias that might be 

present in the information obtained from H&M, but also information from other sources like 

Swedwatch and Fair Trade Center, particularly in interviews where individuals express their own 

personal opinions. 

 

1.7. Disposition 

Chapter 1: This chapter introduces the reader to the issue of Corporate Social Responsibility and why 

it is an important issue. We describe the problem and the specific research question of the thesis 

Chapter 2: The chapter on methods gives an overview over the methods used to build the theoretical 

framework and gather the material for the empirical part. 

Chapter 3: Some theoretical basis on CSR and stakeholder theory is given in this chapter on the 

theoretical framework. The chapter also brings up the topic of company stakeholder responsibility to 

form the basis for the analysis. We describe why it is important for companies to have a CSR strategy 

and what the benefits of Company Stakeholder Responsibility compared to CSR are. 

Chapter 4: This chapter is on the empirical findings based on the research about the CSR strategy of 

H&M. It gives an introduction to H&M and their business model and we describe the CSR activities 

and strategy of H&M focusing on the seven commitments and their COC. 

Chapter 5: In this chapter, we analyze the empirical findings according to the theories presented in 

chapter 3. We describe how the CSR strategy of H&M complies with the views of Company 

Stakeholder Responsibility and where there are differences. 

Chapter 6: In this chapter, we draw conclusions based on the analysis. We also make 

recommendations about how the CSR strategy of H&M could be adapted to the Company 

Stakeholder Responsibility model. 
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2. Methods 
In order to answer our research question we decided to build the theoretical framework based on 

the topics of Corporate Social Responsibility, Stakeholder Theory and Company Stakeholder 

Responsibility. 

We are using a case study approach to describe and analyze CSR strategies and activities at H&M 

based on the use of qualitative data from interviews and literature such as the H&M annual report 

and their annual CSR report. According to Fisher (2004, p. 52) a case study can be used to get “an in-

depth understanding of particular situations” which in our case is the CSR strategy and activities of 

H&M in comparison with the Company Stakeholder Responsibility model. This type of case study, 

which focuses on a particular organization, cannot be used to draw conclusions on other 

organizations and other situations (Fisher, 2004, p. 52). When writing a case study one should be 

aware of biased information and make sure to interpret the documents critically (Fisher, 2004, p. 53; 

Yin, 2003, pp. 86,88). In order to avoid a strong, one-sided bias the information we use to build the 

case study does not only include information from H&M themselves but also information from other, 

independent organizations such as Swedwatch. 

 

2.1. Primary Data 

Primary data was gathered with qualitative interviews with H&M and Swedwatch, a non-profit 

organization specialized in sustainability in the trade between Swedish companies and their suppliers 

abroad. The interview with H&M was a semi-structured interview that was held face to face with 

Camilla Rääf at the H&M store in Västerås on 18 May 2011, 11:15 to 11:45. The interview in the form 

of an open questionnaire with Swedwatch consisted of a structured interview that was conducted via 

email on 16 May 2011. The questions for the interviews were chosen based on the previous topic for 

this thesis, which was focused on CSR in the supply chain and H&M’s Conscious Collection instead of 

Company Social Responsibility and we could therefore not use some of the answers. However, it was 

unfortunately not possible to repeat the interviews with new questions based on the new topic. 

As already mentioned earlier, unfortunately the CSR department of H&M was not willing to work 

with us, for neither interviews nor any other kind of assistance. Instead, they referred us to the 

documentation that is available on their website, which lead to a lack of primary data available for 

our thesis. From this resulted a focus on documentary exegesis (Fisher, 2004, p. 53), with our main 

source of information being the website of H&M. However, we found that the documentation, 
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especially in the form of their CSR report from 2010, was very extensive and therefore adequate for 

the purpose of this case study. 

This unwillingness of H&M – apart from the store in Västerås – to do interviews with us was also the 

reason for the change of our topic from the focus on CSR in the supply chain and the Conscious 

Collection to the focus on Company Stakeholder Responsibility. Nevertheless, we found that the two 

interviews that we had already conducted still contained enough valid information to be included in 

the thesis. 

 

2.2. Secondary Data 

We started the search for secondary data with a library research at Mälardalen University Library 

with both printed and digital books. In addition, several online databases for academic literature 

were used to search for journal articles and academic papers. Primarily we used Google Scholar, 

which usually links to different databases, but also direct searches at Emerald, ScienceDirect, SAGE 

Journals Online, SpringerLink and JSTOR were conducted. As an additional source, we used the DiVA 

database to search for student theses and academic papers on the subject. Initially the literature was 

used to prepare a literature review that formed the basis for our theoretical framework. 

During the writing process some more literature has been added, especially literature for the 

empirical part that was acquired from the websites of the NGOs Clean Clothes Campaign, Fair Trade 

Center and Swedwatch as well as some articles from newspapers and magazines. Additionally to this, 

we also used information from a broadcast of a German public television channel. 

The main source for the information on the CSR strategy of H&M was the website of H&M, with the 

Conscious Actions Report 2010 and the COC being the main documents. Another important 

document that was used is a report by Mats Winborg (2006) on the auditing infrastructure of H&M. 

these documents were used to get an in-depth understanding of H&M’s CSR strategy and activities, 

taking into account the views of both H&M themselves as well as independent organizations. 
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3. Theoretical Framework 

3.1. Corporate Social Responsibility 

CSR, according to Kotler and Lee (2005, p. 2) is a “commitment to improve community well-being 

through discretionary business practices and contributions of corporate resources”. In their 

definition, they explain the term “discretionary” as a reference to a voluntary commitment, rather 

than mandatory, a business makes in carrying out these practices and contributing to their 

environment. This is also described by Falck and Heblich (2007, p. 247) when they write that “CSR is 

regarded as voluntary corporate commitment to exceed the explicit and implicit obligations imposed 

on a company by society’s expectations of conventional corporate behavior.” The fact that CSR is a 

voluntary commitment by a company is seen as a main reason why companies in the United States 

and in the United Kingdom have adapted CSR activities much earlier than companies in continental 

Europe. As Falck and Heblich (2007, p. 248) mention, this is due to the fact that Great Britain as well 

as the United States have relied on a strong liberal economic policy while great parts of continental 

Europe had economic policies of much more regulation. 

Companies that have a strong positive social attitude have proved to gain a range of long-term 

benefits. According to Kotler & Lee (2005, p. 10) these companies experience benefits such as 

increased sales and market share, strengthened brand positioning, enhanced corporate image and 

clout, increased ability to attract, motivate and retain employees, decreased operating costs, as well 

as an increased appeal to investors and financial analysts. Falck and Heblich (2007, p. 248) also 

mention a positive effect on the company’s reputation as a benefit of CSR activities which in turn 

increases the ability “to attract, retain and motivate quality employees” and increase the brand 

value. These factors eventually will result in a positive effect on the company’s profit. But not only 

these factors can increase the company’s wellbeing; knowledge of social trends through CSR 

activities can also help companies to react to those social trends quickly, for example with new 

products or changes to existing products, and therefore gain a first-mover advantage. 

In a very traditional view of businesses, such as the views of Friedman, the assumption is that there is 

a perfect legal framework. This assumption leads to the believe that the only purpose of a business is 

to maximize shareholder value and that therefore, there is no need for CSR. However, there are 

always gaps in a legal framework that companies can use to maximize shareholder value while not 

fulfilling the requirements of society (Falck & Heblich, 2007, p. 249). 
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Figure 1: CSR: Theory-based management implications      

 

Source: (Falck & Heblich, 2007, p. 250) 

According to Falck and Heblich (2007, pp. 249-250), the stakeholder approach, which was originally 

developed by R. Edward Freeman, shifted the focus away from a shareholder approach to include 

influences from the whole environment of a company. This consideration of all influences from the 

environment around the company shows how many stakeholders have and interest and influence on 

the success of the company. CSR can be used as a strategy to deal with the interests of society in the 

company and the demands of stakeholders within the society, but with no direct interest in the 

business. Figure 1 shows how the wider focus of the stakeholder approach compared to the 

shareholder approach and how this builds the theoretical basis for CSR. 

 

3.2. Stakeholder Theory 

Stakeholders are a key element in the organization’s environment, which can affect the firm both 

positively and negatively (O'Riordan & Fairbrass, 2008, p. 747). When talking about CSR it is therefore 

important to consider both the influences stakeholders have on a firm as well as the reaction of the 

firm to those influences. Freeman (1984, p. 27) argued that “The shifts in traditional relationships 

with external groups …, as well as the emergence and renewed importance of government, foreign 

competition, environmentalists, consumer advocates, special interest groups, media and others, 

mean that a new conceptual approach is needed”. In other words, Freemans approach was that, 

anyone who might affect the business objective and anyone who might be affected by its realization 

is considered a stakeholder. 
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In this case, society can be divided into clusters of different stakeholders by considering their 

interrelation with the company. Examples for clusters of stakeholders are shareholders, employees, 

strategic partners, suppliers and NGOs (Falck & Heblich, 2007).  

 

Figure 2: Network Structures 

 
Source: (Rowley, 1997, p. 891) 

Figure 2 illustrates the position of a company within its stakeholders, while each of them have their 

own network of stakeholder. These stakeholders do not necessarily all have direct business interests 

with each other, but they all have an indirect interest. One example are second-tier suppliers who do 

not have a direct business relationship with the company that buys their goods in the end. 

Nevertheless, while there is not direct relationship, the second-tier suppliers are still important 

stakeholders of the buyer. According to Rowley (1997, pp. 892-895), the use of the network 

approach within stakeholder theory can explain that organizations need to be aware of their position 

within the stakeholder network and adapt their behavior accordingly. 

 

3.2.1. The Company Stakeholder Responsibility Model 

Based on stakeholder theory, (Freeman & Velamuri, 2005, p. 19)suggest a new model to approach 

the topic of CSR. They named their model Company Stakeholder Responsibility and it differs from the 

traditional view of CSR in major aspects. Freeman and Velamuri (2005, p. 4) point out several 

weaknesses of seeing CSR as Corporate Social Responsibility, as for example that it implies that it is 

focused on large corporations instead of businesses in general. It also implies that there is a 
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differentiation between business and social responsibility, which means that unethical business 

decisions can be made up for by investments in social projects. 

In order to differentiate their theory from CSR, Freeman and Velamuri (2005, p. 3) suggest the 

introduction of the new term Company Stakeholder Responsibility1, the core of which is that every 

company has the central mission to take full responsibility (perform as good as possible) towards all 

their stakeholders. With delivering a good performance to all their stakeholders, the companies 

improve the situation for their own businesses as well as they simultaneously fulfill their 

responsibilities towards society as a whole. An example is a company that is hiring additional 

employees for fair conditions in order to fulfill their business purpose. This means that the company 

is giving well-paid jobs with good working conditions to people, which as such can be considered 

socially responsible behavior because it leads to a benefit of the society as a whole. The same applies 

when other stakeholder of a company benefit from their business with that company since all 

stakeholders are individual members of society. As a result, it is not possible or contra productive to 

differentiate between business and social responsibility because this differentiation can lead to the 

impression that it is possible to compensate for unethical business decisions by social behavior such 

as investment in a social project. 

Freeman and Velamuri (2005, pp. 3-4) however emphasize that they are not simply repeating the 

argument of Milton Friedman that a company only has one social responsibility, which is to increase 

their profits. On contrary, they underline that a company indeed has social responsibility beyond 

profits but that it is possible to fulfill that responsibility by fulfilling the needs of all its stakeholders. 

Company Stakeholder Responsibility is based on “four levels of commitments to the stakeholder 

approach” (Freeman & Velamuri, 2005, pp. 9-12) which are: 

1. Basic value proposition 

In order for a business model to be sustainable, it does not only need to offer good value to 

the customer, but also offer the same to all other stakeholders. For example an attractive 

return on investment to investors and a fair compensation to employees. If any of the 

stakeholders is discriminated, the business model will not be profitable (Freeman & Velamuri, 

2005, p. 9). 

                                                            
1 Comment: They suggest that this term should be used as a replacement to the original meaning of CSR. 
However, for the purpose of this thesis we are using the abbreviation CSR in its original meaning (Corporate 
Social Responsibility). 
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2. Sustained stakeholder cooperation 

Profitability in the long term is also dependent on constant cooperation with stakeholders as 

well as the adaptation of the stakeholder set to changes in the environment of the company. 

An example could be a reduction of salaries or a decrease of return on investment due to new 

low cost competition. It is important that managers understand possible stakeholder reactions 

to changes and find a good balance (Freeman & Velamuri, 2005, pp. 9-10). 

3. An understanding of broader societal issues 

Even if a certain event is not directly related to the business of a company, today chances are 

in many cases that it will still influence the company. An event like this could be a bad human 

rights’ situation in a country where a company is very powerful. This could lead stakeholders, 

for example NGOs, to expect the company to intervene. As a result, managers must always be 

aware of broader societal issues (Freeman & Velamuri, 2005, pp. 10-11). 

4. Ethical leadership 

As Freeman and Velamuri (2005, p. 11) state, “recent research points to a strong connection 

between ethical values and positive firm outcomes such as sustained profitable growth and 

high innovativeness.” Ethical leadership should also be shown proactively by a company, 

combined with “a deep understanding of the interests, priorities, and concerns of the 

stakeholders.” (Freeman & Velamuri, 2005, p. 12). 

Additionally to these four levels of commitment, Freeman and Velamuri (2005, pp. 12-19, 21) also 

suggest ten principles of Company Stakeholder Responsibility. These are: 

1. We see stakeholder interests as going together over time 

In order to create value, companies are depending on their stakeholders. They need raw 

materials and good prices from suppliers, productivity from employees, credit from banks, 

customers to buy the product and so on. This means that in order to make a profit, companies 

need to manage well all stakeholder interests and relationships. Freeman and Velamuri (2005, 

p. 13) name profits “the scorecard which tells us how well we are managing the whole set of 

stakeholder relationships.” 

2. We see stakeholders as real people with names and faces and children. They are complex 

Many people often assume that “business people are only in it for their own narrowly defined 

self-interest” (Freeman & Velamuri, 2005, p. 13). Typical for this would be the assumption that 
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return is the only important thing shareholders. This assumption can lead people to think in 

the same narrow self-interest and forget that their business partners are as human as they are. 

3. We seek solutions to issues that satisfy multiple stakeholders simultaneously 

In order to manage stakeholder interests effectively it is important not to favor certain 

stakeholders and to balance stakeholder interests. It is therefore very beneficial to provide 

solutions that satisfy the interests of several stakeholders at the same time. For example, a 

company might seek to provide an affordable service to customers, which can still result in an 

attractive return for shareholders. To search for solutions that balance stakeholder interests 

can also lead to increased innovation and productivity (Freeman & Velamuri, 2005, p. 14). 

4. We engage in intensive communication and dialogue with stakeholders, not just those who 

are “friendly” 

Close collaboration with stakeholders such as suppliers increases the efficiency of the 

relationship (Carr & Smeltzer, 1999) and it is therefore important to sustain a constant 

dialogue with all stakeholders – primary as well as secondary. Critics can be especially 

important as they can give managers a differentiated view on the company and fulfilling 

demands of critics can lead to meeting new market needs (Freeman & Velamuri, 2005, p. 15). 

5. We commit to a philosophy of voluntarism – to manage stakeholder relationships 

ourselves, rather than leaving it to government 

For a good company stakeholder responsibility, it is important that the company manages all 

stakeholder relationships voluntarily and pro-actively. Freeman and Velamuri (2005, p. 16) 

describe it as a management failure if “a solution to a stakeholder problem is imposed by a 

government agency or the courts.” 

6. We generalize the marketing approach 

Generalizing the marketing approach can be described as applying marketing tools and 

techniques on stakeholder management, for example segmentation, analysis of needs and 

defining critical stakeholder groups. Freeman and Velamuri (2005, p. 16) also suggest that 

companies should pay special attention (described as “overspending”) to groups of 

stakeholders, whose support is critical for the long-term profitability of the company. 
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7. Everything we do serves our stakeholders. We never trade off interests of one versus the 

other continuously over time 

This point can be understood as a generalization of the approach of “serving the customer” or 

“serving the shareholder” to a broad “serving the stakeholders” approach. This helps to 

manage stakeholder relationships and to pay attention to all stakeholder interests equally 

(Freeman & Velamuri, 2005, p. 17). 

8. We negotiate with primary and secondary stakeholders 

Managers need to interact and negotiate even with those stakeholders whose legitimacy 

might be questionable, as for example critics. Critics, as all other stakeholder groups, clearly 

have an influence on a company. It is therefore important to interact and negotiate with them 

the same way as with any other stakeholder (Freeman & Velamuri, 2005, pp. 17-18). 

9. We constantly monitor and redesign processes so that we can better serve our 

stakeholders 

Stakeholders can provide valuable input on process improvement. For example, the 

cooperation with suppliers can lead to more efficient processes or new products. In addition, 

input from critics such as environmentalists can provide savings for a company, for example 

with improving waste management or energy use (Freeman & Velamuri, 2005, p. 18). 

10. We act with purpose that fulfills our commitment to stakeholders. We act with aspiration 

toward our dreams and theirs 

A company that is working to improve the situation for all its stakeholders can do this more 

efficiently when it has formulated a specific purpose for its business. In the traditional 

shareholder view, this would typically be “maximize shareholder value” but with the 

stakeholder view, there are many more possibilities. The Grameen Bank for example has the 

purpose to eliminate poverty and Fannie Mae “wants to make housing affordable to every 

income level in society” (Freeman & Velamuri, 2005, p. 19). Once the purpose is clear it is 

easier to work towards fulfilling it with the involvement of all stakeholders. 
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4. Empirical Findings 

4.1. Introduction to H&M 

Hennes & Mauritz (H&M) opened its first store in the Swedish city Västerås in 1947, selling women’s 

clothes under the name Hennes. Over the next decades H&M expanded within Scandinavia and after 

the acquisition of Mauritz Wildforss, a store selling hunting and fishing equipment, in 1986 changed 

its name to Hennes & Mauritz. At the same time, H&M was introducing men’s and children’s 

collections. During the second half of the 1970’s expansion outside Scandinavia started with a store 

in London and continued with other European countries during the 1980’s. Their first store outside of 

Europe was established in 2000 in New York, followed by stores in Hong Kong and Shanghai in 2009, 

stores in Russia and Lebanon in 2008 (H&M, 2009). 

H&M today is not only active with own stores but also expanded its activities into franchising, so for 

examples the H&M stores in Lebanon and Israel. They are also providing internet stores in many 

markets and is not only running H&M stores but also owns the brands Monki, Weekday and Cheap 

Monday. By 2010 H&M has grown into an international retailer with 87000 employees in 38 markets 

and 2206 stores. Sales in 2010 were 127 billion SEK and the profit after tax was 18.7 billion SEK 

(H&M, 2011a). 

 

4.1.1. Business Model 

The basic business model of H&M is to “offer fashion and quality at the best price” (H&M, 2011a, p. 

11). They have also defined growth targets at 10-15 percent per annum, in number of stores as well 

as in turnover. The clothes H&M sells are usually designed by their own designers, with the exception 

of some special collections by well-known designers such as Karl Lagerfeld, Stella McCartney or 

Madonna, while the production is outsourced as the company does not own any production facilities. 

Due to this outsourced production, they also count their responsibility for a sustainable production 

as an important part of their strategy. At the same time, they are very focus on cost-consciousness in 

order to offer their customers the best possible prices (H&M, 2011a, p. 11). The location of their 

stores is important for the strategy as they aim to be present in the best possible locations (H&M, 

2009, p. 11). In their understanding of quality, H&M also includes environmental and social 

sustainability factors as they state that “quality also means that our products must be manufactured 

in a way that is environmentally and socially sustainable” (H&M, 2010, p. 1). 
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To achieve their goal in terms of sustainability in the production facilities, the suppliers of H&M are 

required to comply with a COC that has been established in 1997. With the help of around 70 

auditors that regularly visit their supplier’s factories (H&M, 2011a, pp. 32-33), H&M is making sure 

that their suppliers comply with the COC. Based on the experiences from the implementation of the 

COC after 1997, H&M introduced a new strategy for auditing and monitoring the compliance of their 

suppliers with the COC. This new strategy included the new Full Audit Program (FAP) with which the 

focus has shifted from pointing out non-compliance to working with the suppliers in terms of 

explaining the non-compliance and improving the situation collaboratively (Winborg, 2006, pp. 15-

16). 

 

4.2. CSR Strategy 

One thing we have to consider before looking at this issue is what are the ongoing systems or 

processes taking place in the products life cycle. On its 2010 CSR report, H&M has provided a product 

lifecycle that shows different stages ranging from the raw material stage to the consumer stage. 

Figure 3 clarifies H&M’s strength and influence on the product during the product cycle. 

Figure 3: Product Life Cycle 

 

Source: (H&M, 2011b, p. 12) 

The product starts from the raw material stage to material processing then on to product 

manufacture. It then moves to the transport stage where it is transported to different stores around 

the world, where the product reaches its sales stage. The sales stage is shown to be where H&M has 

the strongest influence on the product during the product’s lifecycle. The product is then finally sold 
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to the customer, this being the last stage. This gives an overview over the complete production 

process where H&M has focused most of their work within the CSR strategy, namely within the 

product manufacture part of the process. This is where the COC was first implemented and it is still 

the biggest focus of the CSR strategy of H&M. 

The CSR strategy that H&M has developed is based mainly on the seven clear and ambitious 

commitments that are called the H&M Conscious Actions. The seven commitments are: (H&M, 

2011b) 

• Provide fashion for conscious customers 

• Choose and reward responsible partners 

• Be ethical 

• Be climate smart 

• Reduce, reuse and recycle 

• Use natural resources responsibly 

• Strengthen communities 

 

Provide Fashion for conscious customers 

The H&M CSR report (2011b) states, “ our customers do not just want products that look good, are 

long lasting and safe to use – they also want our products to be made and sold in ways that do  not 

harm people, animals or the environment”. 

According to the head of design, Ann-Sofie Johansson (H&M, 2011b, p. 20), customers expected 

them to act in a sustainable and responsible way in everything they did. She further went on to say 

that customers wanted them “… to continue offering fashion basics and latest designs, made with 

respect to people and planet, at an affordable price”. Kumar (2001, p. 58) states that three factors 

have contributed to the necessity for managing the supply chain. One of those factors, on the 

demand side he says, is an increasingly cost-and-value-conscious customer who is “demanding more, 

varied and often individualized value from the supply chain”. One can assume that H&M is aware of 

this aspect as in 2010, and for the first time, they offered a full fashion collection made from organic 

or recycled materials such as organic cotton, organic linen, recycled polyester, and Tencel (H&M, 

2011b). This collection was called the Garden Collection. It mainly catered for women consumers.  In 

2011, the company introduced the Conscious Collection that was more ambitious. This range of 
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clothing also used the same approach in terms of material usage as the prior collection. They also 

expanded the Conscious Collection consumer base to cover kids and men in the future. 

For H&M, providing for conscious customers means more than just providing sustainable products. 

The company is going further to cater for needs consumers who want to make an additional impact 

with the fashion they buy. The company has created different collections and products that give the 

consumer the choice to contribute to areas like education, HIV/AIDS and water (H&M, 2011b). 

 

Choose and reward responsible partners 

H&M has suppliers that produce its goods, as they have no factories of their own. The company 

outsources production to about seven hundred suppliers (H&M, 2011b, p. 27). Further, these 

suppliers are often located in countries that tend to have lax laws in regards to business and the 

environment. Furthermore, the suppliers are a big link in the supply chain. It is therefore important 

for H&M to have partners who are aiming at the same conscious goal. One of the ways H&M is doing 

this is to put in place a COC with which their suppliers have to comply. H&M drew up its COC in 1997. 

This was to help the company’s efforts in making the supply chain more sustainable. Their COC has 

eight sections. They cover legal requirements, banning child labor, health and safety, workers’’ rights, 

housing conditions, environment, systems approach and finally monitoring and enforcement (H&M, 

2011b, p. 30). 

 

Be ethical 

H&M looks at being ethical as doing the right thing. According the 2010 conscious actions report 

(H&M, 2011b, pp. 62-68), the company’s culture is defined by a number of enduring values. For 

instance, the company takes a clear stand against discrimination wherever they operate. They also 

insist on diversity, as they are a global company, and gender equality. These values have allowed 

them to “build a nimble, proactive and lean organization”. This, they further claim, has enabled them 

to attract and retain the right people who in turn have contributed to success. The company is 

culturally diverse as it operates in many countries. This brings up the issue of different laws in these 

countries. One major issue that arises is how to deal with labor legislation.  The increased use of child 

labor is worrying and so are the bad workplace conditions. At H&M, this issue is compounded by the 

fact that the countries of choice for manufacture tend to have lax laws to that regard. The company 

is aware of the risk of human rights violations and non-compliance with local labor laws and 
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internationally agreed labor standards.  For instance, silk originating from India is not accepted due 

to poor working conditions there. 

Further, by way of lobbying, the company tries to make government decisions that will impact its 

business. For instance, H&M has lobbied the Bangladeshi government to review minimum wage 

levels (H&M, 2011b, p. 67). Another important issue is child labor. According to the report, H&M 

takes a clear stand against child labor and does not accept underage workers being used anywhere in 

their value chain including cotton cultivation. This is the case for example in Uzbekistan that is still 

using child labor in its cotton cultivation. H&M has therefore decided not to buy cotton from 

Uzbekistan as long as child labor is tolerated (H&M, 2011b, p. 92). 

 

Be climate smart 

As mentioned earlier, the world is experiencing global warming phenomenon. This is apparently 

caused by the increase discharge of greenhouse gases to the air. This discharge or emissions are the 

after effects of production in factories around the world. Therefore, governments and prominent 

individuals have called upon big organizations to try and find ways of reducing these greenhouse 

emissions. H&M is one of the organizations that have tried to work towards that cause. The 

company, through their own research, found that the production and user phase of their garments 

had the highest climate impact. They came up with three `group wide targets´ that related to energy 

use ad climate change. As the CSR Report (H&M, 2011b) states, the first target is to reduce the 

group’s carbon dioxide emissions relative to sales by a minimum of five percent per year from 2010, 

compared to each previous year, until 2012. Secondly, the company is to source at least twenty 

percent of their energy from renewable energy sources by 2020. The third target is to reduce energy 

use in stores by twenty percent per square meter by 2020 as compared to 2007.  

Another issue that has to be addressed concerning climate is that of transport. Many companies are 

now embracing new ways or ideas on how best to move their products sustainably. H&M has taken 

up the stance on sustainable transport in a number of ways. For instance, they are using more rail 

than road when moving goods from Turkey, which is an important sourcing market (H&M, 2011b, p. 

73). Furthermore, they are shifting from air transport to ocean carriers for goods from Turkey to the 

Asian sales markets. 
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Reduce, reuse and recycle 

By committing to reduce, reuse and recycle, the company aims to minimizing its waste impact as 

much as possible. H&M has embarked on using three types of material that have increased their 

sustainability. One of these is the use of recycled materials that are made from post-consumer and 

pre-consumer waste. This they say would help reduce water, energy and chemical usage (H&M, 

2011b, pp. 78-81). 

One of the recycled materials is cotton. Recycled cotton mainly comes from waste fabric leftover 

from production. According to H&M, this cotton is ground into fiber, spun into new yarns then 

woven into new fabric. The company states that some benefits of using recycled cotton are the 

reduced use of virgin cotton that consequently cuts down the use of chemicals, water and land used 

in growing. Recycled cotton can also be used in blends that consist up to 70% of recycled fibers. H&M 

makes clothing suitable for outdoor activities like jackets and coats. For these heavier outdoor 

materials, the company often uses recycled wool that comes from fabric leftover from production. To 

maintain its strength, they blend it with ordinary wool or other materials. The company states that 

recycled wool has the same high quality as virgin heavy weight wool. Again, this alternative reduces 

land use, as fewer animals will have to be reared to produce virgin wool. Virgin wool on the other 

hand will have to be chemically treated thus the use of recycled wool reduces chemical usage (H&M, 

2011b, pp. 78-81). 

Polyester is one of the world’s most widely used fibers. However, this material is non-renewable. 

H&M has been using recycled polyester for some years. The main source for recycled polyester is PET 

plastic bottles and waste raw material leftover from production. Polyamide is used when making 

underwear and woven fabrics. Recycled polyamide is made from materials like old fishing nets and 

carpets, as well as waste material from production (H&M, 2011b, pp. 78-81). 

Using recycled polyester and polyamide can have significant impact to the environment. Since both 

materials are nonrenewable, recycling is an ideal way of reducing waste. The need of producing new 

plastic is also reduced and this helps save energy that could be used in the production process. There 

is also lower greenhouse gas emissions as a result of the less energy consumed and less use of 

chemicals in the production of new polyester. H&M is increasingly finding that recycled plastic is an 

excellent material for hair accessories and jewelry as well. They also use recycled plastic in standard 

H&M plastic shopping bags. This recycled plastic is of as high quality as standard plastic. The recycled 

plastic is made from material such as PET plastic bottles, plastic bags and shampoo bottles. This 

therefore eliminates the need to produce new plastics, which again reduces the use of energy in new 

production (H&M, 2011b, pp. 78-81). 
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Use natural resources responsibly 

The main natural resource that H&M use is water. This is a consequence of the main material for 

production, cotton. Cotton is a plant that requires a lot of water. It can take more than 8’500 liters of 

water to produce one kilogram of cotton, which is equivalent to a single pair of jeans. It is therefore, 

not surprising that H&M has taken measures to improve water efficiency. The CSR report states that 

starting 2003, the company required wastewater treatment from all supplier factories with wet 

processes. The wastewater quality has to meet quality levels define by the World Business Council 

for Sustainable Development, or relevant local laws depending on which is stricter (H&M, 2011b, pp. 

83-99). 

 

Strengthen communities 

H&M has embarked in various projects that aim to sustain communities where they operate. 

According the 2010 CSR report, the company has focused their efforts on three areas. The first area 

of focus is the employment and education of women and youth. As the report says, the company has 

been running a center in Dhaka, Bangladesh that trains youth to become sewing and knitting 

machine operators. The main aim of the center is to provide youth with the opportunity to improve 

their living conditions by taking on skilled work. At the end of training, the youth are guaranteed a 

job at selected H&M suppliers. Further, another initiative is to train and employ women. The report 

states that the company is in the process of establishing a training program for women in Jeddah, 

Saudi Arabia. H&M is planning to open the center during spring 2011 and its aiming to promote 

female employment in the country (H&M, 2011b, pp. 100-107). 

The second area of focus is on water. H&M addresses this issue by collaborating with WaterAid. 

WaterAid is an international NGO that works to improve access to safe water, hygiene and sanitation 

in the world’s poorest communities. H&M supports WaterAid by selling specially designed swimwear 

collection where ten percent of the sales go to WaterAid’s water and sanitation projects. Many of 

these projects take place in countries producing goods for H&M namely, Bangladesh, Pakistan and 

India (H&M, 2011b, pp. 101-104). 
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4.3. The Code of Conduct 

The H&M COC was first launched in 1997 and contains specific requirements that suppliers to H&M, 

as well as their subcontractors have to fulfill. It is a basic tool to achieve more sustainability in the 

supply chain. The COC is “based on the International Labor Organization’s (ILO) Declaration on 

Fundamental Principles and Rights at Work and the UN Convention on the Rights of the Child” (H&M, 

2011b, p. 30). It also states that the suppliers primarily have to follow the laws in the country of 

operation and that in case of conflict between the national law and the COC, the law is to be 

followed (H&M, 2010, p. 1). The COC contains the main sections about legal requirements, child 

labor, health and safety, worker’s rights, housing conditions, environment, and monitoring and 

enforcement. To help suppliers with the implementation of the COC, H&M also provides an 

implementation guide (H&M, 2011b, p. 30). 

Recently, the scope of the COC has been expanded to include suppliers of non-commercial goods 

such as mannequins and clothes hangers and even includes suppliers for mail order materials (H&M, 

2011b, p. 31). The COC is the most important basis for the CSR work of H&M and all their suppliers 

are monitored with their performance measured according to the compliance with the COC 

(Winborg, 2006, p. 41). 

 

4.3.1. Monitoring 

The system H&M uses to monitor the compliance of its suppliers with the COC mainly builds on 

audits that are conducted at the suppliers’ factories. The first audits in the years after the initial 

release of the COC focused on a visual inspection of the supplier facilities while the audit system was 

continuously improved. The first step was to include the study of documents like employment 

contracts and financial records and later they also included interviews with workers as well as 

training programmes. Later the focus shifted to explicitly build capacities for the management and 

employees of the suppliers with the introduction of the Full Audit Programme (FAP) and encourage 

them to take more ownership of CSR in their own company and their supply chain. At the same time 

H&M also extends their monitoring programme further to include more second tier suppliers. (H&M, 

2011b, p. 32; Winborg, 2006, pp. 13-14) 

In order to decide which suppliers and factories to visit, H&M is taking into account different 

parameters such as the size of the suppliers, suppliers that have previously had problems, location of 

the factories as well as when the last audit has taken place (Winborg, 2006, p. 14). As part of the FAP, 

every supplier is going through one full audit cycle, consisting of one head audit and three follow-up 
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audits, over the period of 18 to 24 months. The head audit contains an inspection of the production 

site, interviews with workers and managers, as well as examining company documentations as 

described above. The follow up audits then focus on the improvement process and the correction 

plan that has been developed after the head audit. During the year 2010, H&M has conducted a total 

of 1938 audits in active supplier factories as well as severel hundred audits in factories seeking to 

become suppliers (H&M, 2011b, pp. 33-34). This clear and repeated process “often results in greater 

trust and a better business relationship” (H&M, 2011b, p. 34). 

Figure 4: Compliance Progress 

 

Source: (H&M, 2011b, p. 35) 

Figure four displays the average progress made by all monitored suppliers based on the period 

between two head audits. It is clear that there is a steady progress and in many areas, the 

compliance is very high. Nevertheless, there are still areas, namely the environment, that need a lot 

of work to achieve acceptable levels of compliance. 

 

4.4. The Conscious Collection 

As part of an ongoing focus on sustainability, H&M launched their Garden Collection in the spring of 

2010. Organic cotton and linen, recycled polyester and Tencel were used in the production of the 

collection to make it more environmental friendly (Marsh, 2010). With the launch of the Conscious 
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Collection in the spring of 2011 H&M is continuing on their way to use more organic and recycled 

materials. Contrary to the Garden Collection it is a recurring line of clothes for women, men and 

children that will be available all year (My Green Lifestyle, 2011). The materials used however are the 

same, with a focus on organic cotton. The collection has been launched with a large advertisement 

campaign called the conscious collection week, with advertisements in the stores as well as in 

newspapers and on television (Rääf, 2011)2 and according to Camilla Rääf (2011) has immediately 

been successful with the customers. The concept of the conscious collection is to provide 

environmentally friendly clothes for a low price, as the collection does not have higher prices than 

the usual collections (Rääf, 2011; Risberg, 2011).  

 

4.5. Criticism and Problems 

In 2008 the German TV broadcast Report Mainz showed a report about a supplier of H&M in 

Bangladesh that reported many problems with working conditions, in contrary to the promises that 

H&M made in own videos and the requirements of the COC. They visited workers of a supplier of 

H&M in Dhaka who were complaining about abuse, forced overtime and wages far below the poverty 

line (Report Mainz, 2008). H&M admitted that problems have been detected with the supplier in 

question and that they had put pressure on the supplier to improve the situation. The supplier had 

been pressured which led to a change of management and other improvements like the introduction 

of a workers welfare committee and a welfare officer employed. It was not specified however, which 

effects those improvements had and if there was a further follow-up. 

H&M was also generally criticized in the report for the fact that even though they worked with the 

government to introduce higher minimum wages, those were still well below the poverty line and 

H&M does not oblige their suppliers to pay wages above the legal requirements (Report Mainz, 2008; 

Winborg, 2006, pp. 33-36). 

The German periodical Spiegel (Lill, 2008) writes in an article that H&M in Germany has been 

systematically bullying and discriminating store employees who were part of internal employee 

committees. Employees have reported cases where fellow workers have been deliberately brought 

up against them by the store management. This has led to the fact that only 64 of more than 300 

                                                            
2 Comment: However, H&M changes their collections and campaigns every fortnight. For this reason, at the 
time we visited the store for the interview with Camilla Rääf, this special launch campaign was over and there 
was no specific advertisement for the Conscious Collection. It was not specifically separated from other 
collections and the only way to tell the difference to the normal collections was the green labels with enclosed 
information about the materials used. 
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stores in H&M’s biggest market have employee committees. H&M has not acknowledged those cases 

and is emphasizing their official standpoint that it is their policy to not in any way keeping employees 

from forming employee committees or become a member of a union. 

In 2009 and 2010 local media in India uncovered a scandal that was reaching wide within the organic 

cotton industry. Several samples of organic cotton had contained genetically modified organisms 

(GMO) and had still been certified as organic by two independent certification organizations, 

amongst others the French Ecocert and the Dutch company Control Union (Brambusch & Grassegger, 

2010). Union Control is one of the certification companies used by H&M to certify their organic 

cotton (H&M, 2011b, p. 87). The extent of the contamination was so large, around 30% of all 

samples, that it could not be explained with accidental contamination from GMO cotton fields 

nearby organic cotton or with contamination at local cotton collection sites (Brambusch & 

Grassegger, 2010). Another indication for a fraud is the sharp increase in volume by a factor of 

almost 4 of Indian organic cotton within one year during the seasons 06/07 and 07/08. Such an 

increase is can hardly be explained due to the fact that it takes several years to change production to 

organic cotton and output is generally low during the early years on an organic cotton field 

(Brambusch & Grassegger, 2010). 

H&M claimed that they had knowledge of the incident after it was uncovered and that they have had 

a discussion with the certification company to make sure that it will stay an isolated incident. 

However, it was not possible to find any information on further actions that have been taken 

(Brambusch & Grassegger, 2010). 

Despite the fact that H&M is putting a lot of effort into their CSR activities and that there is support 

from the top management, H&M is also criticized by Swedwatch (Risberg, 2011) for not making CSR 

an integral part of their business model. Additionally, the central part of H&M’s business model is the 

low prices, which is also reflected in the practice of short lead times. These practices can be 

preventive of wider reaching CSR projects and development. This is especially true for the Conscious 

Collection as production costs for sustainable fashion are generally higher than for normal clothes3 

and therefore price pressure on suppliers can be especially problematic. Swedwatch would therefore 

like to see higher prices on the Conscious Collection compared to other collections, which they back 

by the opinion that consumers are willing to pay more for more sustainable products (Risberg, 2011). 

This opinion is also confirmed by a study conducted by Gwendolyn Hustvedt (2006) which concluded 

                                                            
3 Comment: For example, prices for organic cotton are up to 50% higher than for conventional cotton 
(Brambusch & Grassegger, 2010) 
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that consumers are willing to pay a higher price for apparel with a higher percentage of organic 

cotton. 

Another very specific criticism is that, apart from in China, H&M is undertaking the complete 

monitoring and auditing process on its own, without any collaboration with independent 

organizations. Winborg (2006, p. 41) considers inspections and supervision by independent 

organizations an important part of CSR activities and therefore criticizes that H&M is reluctant in this 

respect.  

Problems can also arise in the respect of raw materials usage, which are a clear part of H&M’s CSR 

strategy, due to many intermediaries in the supply chain. This means it is hard for H&M to know the 

specific origin of their raw materials, which makes it hard for H&M to control the raw material supply 

chain such. In this respect, H&M has decided to work in collaboration with the World Wildlife Fund 

and other organizations while they also try to work with the cotton industry directly (Winborg, 2006, 

p. 9). 
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5. Analysis 

In this part of the thesis, we will analyze the empirical findings presented above according to the 

theories presented in the first part. We will describe how the CSR strategy of H&M complies with the 

views of Company Stakeholder Responsibility and where it is more aligned with the traditional view 

of CSR, which means a stronger separation of social responsibility from the core business. We will 

point this out using the framework given by Freeman and Velamuri and afterwards use H&M’s 

Conscious Collection as a special case where many stakeholder interests have worked together to 

create a special collection. 

 

5.1. Company Stakeholder Responsibility 

The CSR strategy of H&M is built on seven commitments that have been described above. In many 

aspects, it is showing clear influences from stakeholder theory, intentional or not, and much of it is 

compliant with Company Stakeholder Responsibility model; while there are differences as well. The 

most important one is that there seems to be a conflict between the CSR strategy and the core 

business model of H&M. As we have seen, H&M business model heavily leans on low prices and 

short lead times. 

This conflict is because being responsible and sustainable comes with a price. Despite being 

sustainable in the long term, we see that organic cotton is more expensive to grow, harvest and 

manufacture. Further, we also see that H&M established its COC, which has specific requirements 

that have to be fulfilled by its suppliers and sub-contractors. Although we did not get the actual cost 

of implementing the COC, one would assume that it would be costly trying to get these requirements 

fulfilled by most if not all suppliers. This is especially so in this case as H&M outsources all its 

production to about 700 suppliers.  Consequently, the costs should therefore affect the pricing of the 

product northwards. It is not surprising therefore, that sustainable fashion observers are questioning 

the low pricing of H&M’s products. For instance, Swedwatch sees conflicting interests in the focus of 

H&M on low prices and short lead times and the CSR standards that they expect their suppliers to 

fulfill. This can be a barrier to sustainable development. 
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5.1.1. Four Levels of Commitment 

Since the introduction of their COC, H&M has made a lot of progress towards offering good value to 

all their stakeholders. The customers not only have the benefit of typically low prices but also the 

knowledge that the company is putting an effort into making all their clothing produced in a 

responsible and sustainable way. The investors enjoy a steadily high return of investment and the 

employees an attractive place to work. However, it looks a bit different if you look at employees of 

suppliers as a separate group of stakeholders (as they are almost as crucial to the success of H&M as 

their own). There are still many reports of low wages and bad working conditions, especially at 

second- and third-tier suppliers. 

H&M does have a well working system for the continuous cooperation with their suppliers, which 

makes it possible for them to adjust to influences and changes in the environment. Even though they 

are working on improving the system and extending it to more second- and third-tier suppliers, they 

are still far from reaching their goal in terms of those groups of stakeholders. The same is true for 

companies that deliver raw materials, which are hard to control due to many intermediaries. These 

factors stand in the way of sustained stakeholder cooperation in the whole supply chain. 

Awareness of broader societal issues has been shown by H&M in the cases of minimum wages in 

Bangladesh as well as child labor in Uzbekistan. In both cases, H&M has intervened even though 

those issues did not directly have anything to do with the company. This can also be connected to 

the issue of ethical leadership, as they are examples of how H&M has become one of the leading 

companies in the clothing industry in terms of Social Responsibility. 

 

5.1.2. Ten Principles 

With the strong focus on suppliers in their CSR strategy, H&M is putting a lot of effort into working 

with their most important stakeholders. This is what Freeman and Velamuri describe as 

“overspending”. The suppliers are so important for H&M because they do not own any production 

facilities themselves and therefore are very much dependent on their suppliers. They are negotiating 

with their suppliers directly and are continuously working on a positive relationship with their 

suppliers. With the regular audits, H&M is making sure that all suppliers are aware of their 

requirements and it is used as a system to control the implementation of the COC, give regular 

feedback and work on improvements. H&M is also using the COC as a benchmark to choose the right 

partners, which suggests that they are segmenting and analyzing the needs of their stakeholders. 

This is roughly what Freeman and Velamuri (2005, p. 16) describe as “generalizing the marketing 
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approach”, even if there is no concrete evidence to suggest that H&M is using marketing techniques 

to do this. At the same time, there is also documentation to suggest that H&M is using the same 

techniques to segment and analyze other stakeholders. 

The model of CSR audits that H&M is using is insuring that if problems arise, solutions can be found 

that satisfy several stakeholders at the same time. The improvements can be adapted to the needs of 

the specific suppliers and H&M can work with them pro-actively towards achieving compliance with 

their COC. In this area, it could also be beneficial to tighter integrate CSR into the core business 

strategy could be beneficial for several stakeholders as more of them could be involved in the 

process. An example of widening the approach to CSR would be to include audits by independent 

organizations into the process in order to fulfill demands of NGOs and at the same time ensure that 

the process is completely unbiased. 

Another good example is the pro-active actions H&M has taken in some cases. Instead of just waiting 

for the government to take action on low wages in Bangladesh, they lobbied for a higher minimum 

wage and the government eventually agreed to increase the minimum wage. Similar was their action 

in the case of child labor on Uzbek cotton fields, where they try not to use any cotton from 

Uzbekistan (as far as they can control it) and try to get other clothing companies to do the same. At 

the same time, this is also a part where H&M can do more to comply with Company Stakeholder 

Responsibility. 

Specific criticism has been mentioned to the policies of H&M concerning the requirements in their 

COC, which usually do not go any further than the local laws. The above-mentioned positive example 

of lobbying for a higher minimum wage in Bangladesh can alternatively be used as an example where 

they could be more pro-active. It has been a point of criticism that while H&M has been pro-active 

with pressuring the government to adapt their policies, they could have an even higher impact if they 

would increasingly work with their suppliers directly on the issue of low wages and actively 

encourage them to pay salaries above the legal requirements. 

The strong focus and “overspending” on suppliers in the CSR strategy, together with the separation 

from the core business strategy, means there can be a danger of “underspending” on other 

stakeholders. There is no concrete evidence to suggest neglecting of other suppliers, however, this 

could be because the thesis is focusing on the CSR strategy and does not have an in-depth look on 

H&M’s dealings with other suppliers. 

An additional point that Freeman and Velamuri bring up is constant trade-offs between suppliers. 

Because the business strategy of H&M is very focused on low prices, there can be a tendency to put a 
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lot of weight on that fact and therefore trade-off the interests of the customers in a low price against 

the interests of other stakeholders. Because the separation of the CSR strategy from the core 

business there is also a tendency to focus on the main business objectives such as a low price for 

customers and a high return on investment for investors. A possible example of such a trade-off will 

be presented below on the example of the Conscious Collection. 

 

5.2. The Conscious Collection 

The Conscious Collection can be interpreted as a good example for integrating the interests of 

diverse stakeholders into the business strategy. It can be understood as the outcome of the latest 

developments in the CSR strategy of H&M and the continuous effort to include more stakeholders in 

the process. With the conscious collection, H&M encourages their complete supply chain to be more 

responsible and sustainable. Cotton farmers are encouraged to grow more organic cotton, which 

benefits the environment as well as the workers that handle the cotton. Suppliers are encouraged to 

reduce waste and recycle, as well as to use recycled materials in the production process. Their 

customers are offered the possibility to buy responsibly produced clothing for a low price and as it 

has been commercially successful, the shareholders get a good return of investment. 

Even if there is no detailed information about the process of how the Conscious Collection was 

designed and produced, one can assume that it needed a close cooperation of all involved 

stakeholders. Especially expertise in working closely with the suppliers in terms of sustainability and 

responsibility, which H&M has gained over the past years, has been very important for the creation 

of this collection. Unfortunately, without more in-depth information about the creation process and 

the involvement of stakeholders, it is not possible to analyze the cooperation of stakeholders more 

closely. 

However, these efforts also come with the price of higher costs, for example for organic cotton, and 

it is unclear who is carrying those costs. As the prices for the consumer are not or only minimally 

higher than for comparable ordinary clothing, the costs result in lower margins for the suppliers, 

H&M, or both. One can therefore argue that there are trade-offs being made between the interests 

of the customers and shareholders a suppliers and their employees. 
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6. Conclusion & Recommendations 

In conclusion, we can say that the CSR strategy of H&M involves many elements from the Company 

Stakeholder Responsibility model. Nevertheless, there are many differences, with the most 

important one being that there is a relatively strong separation between the CSR strategy and the 

core business strategy. However, since the introduction of the COC, H&M has worked continuously 

to include more stakeholders in their CSR process and if they continue on this path, they are on a 

good path to achieve the requirements of the Company Stakeholder Responsibility model. 

This connects back to the issue mentioned above that it could be important to see the employees of 

the suppliers as an own group of stakeholders, which is in line with the suggestion of Freeman and 

Velamuri that all stakeholders should be seen as real people. If H&M would take on this view, it could 

help them to take the problems of the suppliers’ employees even more seriously and work more pro-

actively with the suppliers to reach working conditions clearly above the level required by local laws. 

Especially with second-tier suppliers, this can be challenging, as H&M does not have a direct business 

relationships with them. The Company Stakeholder Responsibility model suggests that H&M should 

continue to invest in, as companies should work with all their stakeholders directly, even if no direct 

business connection exists. 

Another step in this direction would be a closer cooperation with NGOs in order to include their 

views into the CSR strategy more closely and try to fulfill their demands as far as possible. One of 

those demands is higher prices for sustainably produced clothing such as the organic cotton pieces of 

the Conscious Collection. If you take into account studies about this subject, which suggest that 

consumers are willing to pay more for sustainably produced clothing, this demand could already be 

fulfilled today without compromising expectations of other stakeholders. The gains could then be 

invested in paying higher prices to the suppliers of the Conscious Collection and in turn demand 

higher salaries for the employees, which is another demand made by NGOs. 

H&M has also been criticized for not allowing independent organizations to conduct audits at their 

supplier factories. To do this in order to guarantee that there is no bias in the monitoring of the COC 

compliance could improve overall trust of other stakeholders and would fulfill an additional demand 

of NGOs. This could however also be an area where other stakeholders might have different interests 

as the inclusion of independent organizations into the monitoring process can cost money. These 

potentially higher costs of course conflict with the interest of the customers in low prices as well as 

the interest of shareholders in a high return. 
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As the examples of the employees in German stores show, even within H&M themselves there is still 

potential to improve in terms of CSR. Using today’s CSR strategy, the own employees are not 

included in the process, while with the implementation of the Company Stakeholder Responsibility 

model, they would be seen as an important stakeholder and such cases could probably be prevented 

by a closer monitoring of the whole stakeholder environment. 
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Appendix 

 

A. Questions to Swedwatch and Fair Trade Center 

1.  Does your organization monitor the Corporate Social Responsibility (CSR) situation in the 

clothing industry? And if yes, how are you doing this? 

2.  How is the situation in the clothing industry in terms of CSR and how did CSR develop in 

that industry over past 2 decades? 

3.  Has your organization actively worked with H&M in connection with their CSR activities? 

4.  What are the positive and negative sides of H&M’s approach to CSR? 

5.  What more could H&M do in your eyes to improve the situation for textile industry workers 

in developing countries? 

6.  Do you know examples when H&M has been criticized for its CSR practices? (As for example 

suppliers that are still not complying with the code of conduct or problems at sub-suppliers) 

7.  Do you know particularly positive examples for how H&M is dealing with CSR? 

8.  Are you aware of the code of conduct and the 7 commitments of H&M? If yes, how good is 

the compliance with the code of conduct and the commitments in practice at H&M in your 

opinion? 

9.  Do you have knowledge about the new Conscious Collection of H&M and if you do, what do 

you think about it? 

10.  How does H&M make sure that the materials used for their Conscious Collection are 

ecological (e.g. cotton) or recycled (e.g. polyester)? Are they working with external 

organizations or are they having their own system? 

11.  Which special requirements, if applicable, does H&M have for suppliers that are working for 

their Conscious Collection? (for example source of raw materials, labor rights, health & 

safety in the factory, etc.) 

 

 

 

 



Company Stakeholder Responsibility – A Case Study of H&M and their CSR Strategy 

  37 

B. Questions to Camilla Rääf, Visual Merchandiser, H&M Västerås 

 

12.  Have you and your store employees received any training or special information about CSR 

in general and the conscious collection? 

13.  What is your view of how H&M is dealing with its suppliers and of the role of CSR in the 

purchasing process? 

14.  How is H&M making sure that the cotton used for the conscious collection is truly organic? 

Are you working with external organizations? 

15.  What about the other materials used in the conscious collection like recycles polyester and 

Tencil? 

16.  How are the customers reacting to clothing with organic cotton and the conscious 

collection in particular? 

17.  Do you think customers would be ready to pay more for clothes from the conscious 

collection than they actually cost as the clothes are ecological and responsibly produced? 

18.  Have you seen a large increase in sales of organic cotton clothing? 

19.  In the internet there is quite a lot of marketing material for the conscious collection, 

however, in the store there is very little merchandising and advertisements for the 

collection. What is the reason for that? 
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