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Support activities:
1. General administration: H&M intends to offer fashion and quality at the best possible price. Also, the managers are given freedom and autonomy in the decision-making process, which contributes to the success of H&M.
2. Human Resource Management: For H&M, the recruitment of talent is one of the most important elements for their success.  Creativity is the key factor; the qualities of teams make the clothes different and therefore give H&M a competitive advantage.  
3. Technology development: H&M has developed a computer program to stay connected to their customers through many different social network platforms and various phone apps. They also aim to use a manufacturing process that will be the most efficient, while avoiding high levels of waste. 
4. Procurement: H&M design their products in-house, and rely on a network of external suppliers to manage its buying and production processes. H&M purchases garments from around 750 suppliers, with 60% of production taking place in Asia and the remainder mainly in Europe. H&M’s close and effective engagement with its supply partners helps to ensure the goods are produced at the accurate quality and price.

Primary Activities: 
According to the book, there are five primary activities: 
1. Inbound logistics
2. Operations 
3. Outbound logistics 
4. Marketing and sales  
5. Service
 These activities all contribute to the physical creation of the product or service. (Strategy Management book, P 84)
1. Inbound logistics 
The inbound logistics are any activities that are focused on receiving, storing, and distributing the inputs to product. (Strategy management book, P 88). H&M’s core value are being efficient and fast and in order to achieve this, H&M monitors every step in the supply chain. Suppliers need to sign the Sustainability Commitment in order to ensure an optimal working condition. They also promote suppliers paying more attention to sustainability. H&M has a complete monitoring system to ensure inbound materials meet specifications. (Our Supply Chain) Afterwards, more than 90% of products are transported by ships and trains from suppliers to warehouses. H&M also tries their best to reduce the greenhouse gases emission. (Value Chain of HM)
2. Operations 
H&M produces 80% of its products in advance and the remaining 20% will be produced according to the most current market trends. Therefore, it could reduce the lead time. What’s more, H&M does not own its own factories. Instead, it outsources to independent suppliers, which are usually in Europe and Asia. In Asia, costs of production are relatively lower since there is a greater labour force. In Europe, the style of cloth is constantly changing, which allows them to keep costs low. As a result, the HM chooses a suitable place that allows them to reduce costs and increase efficiency. 
3. Outbound Logistics
It is important to build information and communication technology. For example, in Germany, which is the one of H&M’s biggest markets, the suppliers always ship the products to the central warehousing, located in Hamburg. If the product is prepared for other regions, H&M’s information and communication system will respond fast and the products would be delivered directly to the division or the specific stores. Its distribution will deal with more than 160 million pieces and 20-55 new pieces will be delivered to store in order to ensure there is enough inventory.
4. Marketing and sales
As mentioned above, H&M outsources its product to the supplier. However, design is the core of H&M’s production. The designers of H&M come from all around the world and they work in a design center in Stockholm, also named the “white room”. Even if the designers could provide the latest fashion directors, the company also uses fashion trend forecast companies in order to catch the needs and wants of customers. 
5. Service
After the customers purchase from H&M, they have the option to exchange the goods or return within a specified amount of days. Customers can also easily ask for help in store or call to H&M service department.



VRIN: 
Valuable:
 H&M Company has launched various high brand images that improve the company’s reputation. Also, by utilizing resources and depending on the strong design team, H&M is combining the core competencies of quality, fashion design with the best price strategy, to ensure its competitiveness. 
Rare: 
It is not rare to find high-quality clothing or clothes at a low price within today’s fashion industry. The global market is full of aggressive competitors. The H&M Company faces serious threats from its competitors such as Zara and GAP Inc. It has to adopt strong promotion strategies as an effort of differentiation from its competitors.
Inimitable: 
It is difficult to imitate the system of H&M. H&M outsources its product to suppliers and only cooperates with independent suppliers, making it difficult for competitors to imitate this model. The culture and reputation of H&M is also very unique.
Non-substitutable with other resources:
H&M has many competitors, such Zara and Gap, and they all focus on creating fashion cloth, therefore, they have a similar product and intensive competition between them. Therefore, H&M is substitutable with other resources. 



External General Environment:
1. Demographic: 
H&M's target demographic is fairly large as they are a retail clothing company. They have, women's, men's, and children's clothing available. Their children's clothes range from newborn all the way up to teens. Meanwhile their women's and men's are more tailored for customers aged 18-45. Fashion is subjective so there may still be people that don't fit in that age range that will buy their product but they will take up a very small percentage of sales, as the products are not marketed to them.
2. Economic:
H&M has suppliers and buyers all around the world, which means they are exposed to a great deal of currency risk.  Out of their 3,610 stores in 2015, 2,714 of them were located in Europe, which means that the bulk of their revenue is in euros.  H&M’s largest suppliers are located in Bangladesh, as well as China, India, and Turkey.  
Having revenue in one currency and expenses in another creates large currency risk.  As long as the currency of your revenues is high and the currency of your expenses is low there is benefit to operating across these different markets. But, when that is not the case there could be a large problem because you are now earning less money as a result of the decrease of the revenue currency and you are spending more because of the increase of the expense currency.  This can have a huge impact on your bottom line.  Being so spread out around the world, H&M is also largely affected by the many other macroeconomic factors such as unemployment rates, interest rates, and average income in each nation that they operate. 
3. Social Cultural: 
H&M has worked hard to eliminate the low levels of women participation in economic issues by employing a greater amount of women in board positions and throughout their offices than men. They believe that this will allow women to showcase their ability in the fashion industry. 
H&M has also began work with the International Labour Organization with aims to provide better wages for their employees and ensure optimal working conditions. The scope of this project is to help develop their third world markets by making sure that employees are not exploited through introducing them to modern workplace procedures. 
4. Political/Legal: 
	H&M takes pride in ensuring that all of their suppliers follow the national las of the country in which they operate. If there is ever any conflict between H&M’s requirements and the laws/regulations of the country in which the supplier is operating in, H&M must be informed and will respond accordingly to resolve any issues. Child labour is also prohibited in the production of H&M’s goods. H&M also ensures that there is equal employment opportunity, regardless of race, gender, religion and culture, and each employee will be given a wage that matches their position at H&M accordingly. 
5. Technological: 
	In the fashion industry, it is crucial to stay updated with the latest trends and technology as the fashion industry is constantly changing with the seasons. H&M is also in the catalogue business, which requires them to stay at least one season ahead of the latest trends in fashion. To keep up with these complexities of the fashion industry, H&M must constantly embrace new technologies in order to keep up with constant demand and changes in design. 
6. Global: 
	H&M originated as “Hennes”, where the first store was opened in Sweden and it sold only women’s clothing. Hennes began expansion in 1952, and ultimately became H&M in 1968 when “Mauritz” joined the company. With this expansion, H&M began to sell male clothing as well, and now hold 2000 different clothing stores worldwide, in 38 different countries. H&M is also second to Zara in being the world’s largest retailer. 

Porter’s 5 Forces Model:
New Entrants:
	Affordable high fashion retail in Europe in dominated by two players, H&M with 2,714 European stores, and Zara with 1,362 European stores.  Competition between the two is fierce.  A new entrant really does not have much of a chance of success in the European market with these two powerhouses ready to drive them out of business.  
In terms of the International market, H&M could be viewed as a new entrant themselves with only 695 stores in Asia and Australia there is certainly room for growth when you consider the population of Europe (740 million) compared to the combined population of Asia and Australia (4.6 billion).  
Substitutes:
	The threat of substitutes to the clothing industry itself is not that great, considering that most people will still be wearing clothes in the foreseeable future.  However, with the emergence of ecommerce the way in which clothing is sold is shifting to online sales.  This increased amount of ecommerce could reduce the amount of sales in actual stores, as well as reduce the need for more stores. 
	Last year H&M entered 11 new online markets, bringing their total to 35 markets.  This rapid 46% growth is a testament to just how quickly the retail industry is changing, it also shows that H&M is making a very strong effort to keep up with these changes in the industry.
Buyers/Customers: 
The fashion industry is very competitive so consumers have a lot of purchasing power when it comes to the brands they wear. If customers think that H&M's clothes are not good quality or are too expensive they will shop somewhere else. H&M combats this by being as sustainable as possible to add value for the customers, which will set them apart from other clothing companies.
Suppliers:  
H&M has suppliers all over the globe from Asia, Africa, Europe, and North America. This gives H&M some power over its suppliers as it has a lot of choices of where to get its materials. H&M also has different tiers of supplies; there is Platinum, Gold, and Silver. The platinum and gold suppliers are their preferred supplies and they are considered strategic partners and H&M has long-term partnerships with them.
Competitors: 
There is a lot of competition in the clothing industry, which pushes H&M to differentiate themselves. To do this H&M is striving to be as sustainable as possible because people are becoming more and more environmentally conscious and by doing so they are adding value to their product and giving themselves a competitive advantage over the competition.

