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Aim:  

Business model have been applied to different industries, and many entrepreneurs 

consider a good business model to be half the success. As per our observation, there 

were problems existing in H&M in China, for example, quality problem, price 

advantage lost and so on. However, H&M still has a good sale performance in China 

and we believed it largely depends on its successful business model. This study aims 

to examine what H&M fast fashion business model is and how H&M’s business 

model influences its development in China in different period.  

 

Method:  

The method we used consisted of research process, research approach and data 

collection. A qualitative research was developed in the way of interviews. Primary 

data was collected from the interview which we conducted with two interviewees of 

H&M employees from different countries and the other interviewees both work for 

Chinese fashion industry. Secondary data included relevant extant literature, articles 

and online resources. As a research tools, SWOT was used to analyze the operation of 

H&M in China. With the collected data and the previous analysis, the result presents 

H&M’s short-term, mid term and long-term development in China. 

 

Result & Conclusion:  

The unique business model is the main reason H&M have such good sales 

performance even when they have many problems as we had observed from their 

retail stores in China. H&M makes good use of its supply chain and information 

system to ensure delivering right products to their customers in the right time and at 

the right place with the right price. 



 

 

We believe the strengths of its business model would bring a lot of benefits for H&M 

in short-term development and mid-term development in China. As for the long-term 

development, the weaknesses of its business model maybe bring some problems. 

 

Suggestions for future research:  

Quality problem and supply chain pollution is important for H&M’s long term 

development in China. Therefore, to ensure products’ quality and supply chain 

management improvement could be studied in future. Moreover, since business model 

consisted by lots of aspects, in-depth study is necessary in order to better understand 

H&M business model. Last but not the least, Chinese local fast fashion industry is still 

on the initial stage and thus, to borrow idea from H&M’s business model to develop 

Chinese fast fashion industry is interesting and important to be studied in the future. 

 

Contribution of the study: 

Fast fashion business model have been created based on the business model and fast 

fashion characteristics. Hopefully, it would be helpful for further study which focuses 

on fast fashion industry. The specific knowledge of China is able to compensate the 

situation that most studies are focus on developed countries. 

 

Key words: fast fashion in China, H&M in China, clothing industry, fast fashion 

business model, China 
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1. Introduction    

This chapter will provide readers with an insight to the study filed. First, the 

background was presented to explain why the subject is important to be studied. Next, 

the purpose and research questions of the research were provided as well as the 

limitation. 

1.1. Background  

In the era of globalization, market environment and customer demand changes. Today, 

consumers have higher-level pursuit of fashion. However, luxury brands are not 

affordable for all trend followers. Fast fashion meets these people’s needs, or it is 

actually fast fashion business model meets consumers’ demand by using efficient 

supply chain to quickly respond to the changing trends. In this study, we take H&M as 

our example. On the one hand, it is because H&M is one of the famous fast fashion 

brands aiming to offer fashion and quality at best price; on the other hand, we found 

some problems in H&M in Beijing and Guangzhou of China. For instance, the stores 

look messy and there is always a long waiting line no matter for fitting or paying, 

especially in summer holiday because we found these problems when we go to 

Beijing to apply for visa to study in Sweden and that is the beginning of summer 

holiday. Guangzhou also has these problems but not so serious than in Beijing. What’s 

more, from Internet we found H&M has quality problems and their suppliers in China 

caused water pollution. In spite of the problems, H&M still attracts lots of customers 

and has good sales performance in China. Even so, we believe these problems will 

finally have a bad impact on H&M’s future development in China and H&M is visible 

than Chinese own company.  

 

In addition, it’s meaningful to study business model. The very first time for people to 

describe business model concept was in the early 1950s, and it wasn’t widely spread 

and used until 1990s. Nowadays, business model attracts more attention and has 

become a high frequency word. Drucker thinks “Competition today is not competition 

between products, but competition between business models” (Drucker, 2004). Many 
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entrepreneurs even consider a good business model is half the success. Even though 

business model is a relatively new field, there are already a lot of researches focusing 

on business model in the past few years because of its practical significance. Business 

model theories have been quickly applied to different fields all over the world. 

Moreover, competition in fast fashion is more and more intense. Business model is so 

important that this thesis is done to see what the strengths and weaknesses are of 

H&M’s business model, what the opportunities and threats of H&M’s future 

development in China, and how H&M’s business model influences H&M’s short-term 

development as well as long term development.  

1.2. Purpose and Research question 

The main purpose of the study is to examine how H&M business model 

influenced its development in China which leads to the following research questions:  

 

1. What is the characteristic of H&M fast fashion business model in China? 

2. What are the strengths and weaknesses of H&M fast fashion business model in 

China? 

3. How H&M fast fashion business model affects H&M’s sales performance in the 

short term, mid-term and the long term development in China? 

1.3. Limitation 

● Fast fashion business model may have some special characters, but in our thesis 

this research, we just adopted nine factors including general business model and 

fast fashion business model, to understand how H&M’s business model operates.  

● Fast fashion business model mentioned in study means H&M’s fast fashion 

business model.  As fast fashion business model differs from different fast fashion 

brands, thus the implication maybe not able to be copied by other fast fashion 

brands. 

● The empirical findings presented in this study only represent the opinions of 

those people we interviewed. It would be much better and interesting to interview 

more H&M’s employees who are on different positions and different departments 

to gain a detailed understanding of H&M fast fashion business model’s operation. 
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2. Theory  

This chapter will give an overview of literature and models which are related to the 

research questions presented in the previous chapter. In this chapter, we will introduce 

the concept of fast fashion, the characteristic of fast fashion, the relationship between 

fast fashion and quick response (QR), business model and the factors of business 

model; we will also talk about SWOT theory.    

2.1. Fast fashion    

“Fast fashion” the term used to denote among other things, the strategies that retailers 

adopt in order to reflect current and emerging trends and effectively in current 

merchandise assortments (Fernie er tal., 2004). Fast fashion brands have changed 

customer’s expectations concerning speed and variety and showing that style is 

possible at low prices (Rohwedder, 2004). In other word, fast fashion has a quicker 

update speed, shorter life cycle, and lower price, and always follows closely with the 

tidal current in order to meet customers’ demand.  In the recent years, retailers 

reordered their stores’ offers at high frequency to keep their customers engaged, while 

in the past, fashion changed obviously only twice to three times in a season, but now 

the number of planned seasons has significantly increased, resulting in as many as 20 

“seasons” per year (Christopher et al., 2004). In some extent, fast fashion is not 

selling products, but fashion feelings.  

 2.1.1. First priority-Timing 

In order to satisfy consumer demand, fast fashion reduces the buying cycle processes 

and lead times for getting new fashion products into stores (Barnes and Lea-

Greenwood, 2006). Compared with traditional fashion buying cycle which is based on 

long-term forecasts from historical sales and occurs one year before season (Birtwistle 

et al., 2003), fast fashion is impossible to be forecasted since these emerging trends 

occur anytime and from anywhere and thus the focus for responding consumer 

demand must be through lead-time reduction(Christopher et al., 2004). In such 

situation, fast fashion companies depend more on time. They are increasingly using 

time as a factor to enhance competitiveness. Development cycles are shortened, 
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transportation and delivery become more efficient and merchandise is presented on 

hangers and with price information attached (Birtwistle et al., 2003). Moreover, 

shipping times from suppliers also have impact on declining the lead times, and thus 

fast fashion companies outsourced production to those countries which closed to 

home (Financial Times, 2005a, b, c, d, e, f).   

2.1.2. Consumer demand and Product life cycle (PLC) 

Due to the growth of Media and magazine availability (Barnes et al., 2007), consumers have 

become increasingly fashion “Savvy” and interested in fashion and appearance, their 

needs changed at a much more frequent pace and the women of today are revising 

their wardrobes more often, than in previous years (Mitskavets, 2003), even within a 

single season. The contemporary fashion industry remains highly competitive, with 

additional pressure for fashion companies to compete not only on price, but also their 

ability to deliver newness and “refresh” product (Christopher et al., 2004), which 

means that the capacity to capture fashion is also very important. In order to meet 

customer constantly change demand, Due to consumers’ desire for newness and 

variety PLC became shorter (Forza and Vinelli, 2000) and these resulted in a demand-

driven supply chain within fashion sector. 

 

Fashion trends are strongly tied to PLC as there is a limited time of fashion products 

in market place from the introduction to decline (Bruce and Barnes, 2005). Hence, the 

length of PLC decreased and the pressure was shifted to the retailers to replenish more 

frequently as they simple need more product ranges to keep up to date. The PLC of 

fashion products have declined from months to weeks and even days.     

2.1.3. Fast fashion and Supply chain management 

Effective management of the supply chain has been identified as a key success factor 

in retailing, to the extent that in modern retailing it is the supply chains that compete 

rather than companies (Hines, 2004), thus the issue of the supply chains has become 

increasingly strategically important. 

 

The theoretical support of fast fashion is from literature supply chain management’s 

literature and now it is reinforced that effective supply chain management is a key 
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concept within the context of fast fashion (Barnes and Lea-Greenwood, 2010). In 

order to improve responsiveness of supply chain in the fashion industry, following 

concepts were introduced: 

 

● Just-in-time (JIT) is to deliver finished goods to meet consumer demand rather 

than keeping costly inventory within fashion context (Bruce et al., 2004). 

● Quick response (QR) - Fernie and Azuma (2004) emphasize the concept of 

integration and collaboration in quick response to increase supply chain 

efficiency. 

Fast fashion is about the ability to present the trends and shorten response times 

(Hayes and Jones, 2006); in other word, fast fashion is relative with the concept of 

supply chain management and QR (Barnes and Lea-Greenwood, 2006).   

 

QR methods were developed in the USA between suppliers and fashion retailers to 

compete with off shore manufacturers (Birtwistle et al., 2003a, b) notably, from the 

Far East and other international areas (Fernie, 1998). McMichael et al., (2000) 

suggested that a consumer driven business strategy of cooperative planning by supply 

chain partners, to ensure the right goods, are at the right place and in the right time, 

using IT and flexible manufacturing to eliminate inefficiencies form the entire supply 

chain, which implied that advanced information technology plays an important role in 

QR.  

 

The principle behind QR systems is that demand data is captured almost immediately 

and as close to the final consumer as possible (Christopher, 1998), which in turn 

allows orders to be based on real time data (Varley and Rafiq, 2004). Using 

information technology to share data is important for agile supply since it heightens 

visibility of requirements and reduces inventories (Hewwit, 1999). 

2.1.4. Cost factors 

The fashion is turbulent and certain factors have driven this change, especially 

outsource production to reap cheap labour costs advantage (Bruce & Daly, 2006), 

which in turn product price is lower. However, fashion industry can no longer 

compete on price alone, and thus is facing tough competition from low labour cost 
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countries (Jones, 2002). Ohmae (1989) suggested that the shift to offshore sourcing is 

a necessity borne from the ongoing need for cost management. Furthermore, Jin (2004) 

argued that a balance between global and local sourcing may be the best route to 

achieving supply chain flexibility and simultaneous cost management.  

 

Undeniable, supply chain benefit from advantageous cost structure by offshore 

sourcing however, in the meanwhile, it becomes increasingly complex to manage, 

particularly in terms of supplier selection and retention (Cebi and Bayraktar, 2003). 

Christopher et al., (2004) also warning that there may exist hidden risks associated 

with offshore suppliers such as unstable exchange rates and inflexibility.   

2.1.5. Supplier selection and relation with Supplier 

The trend towards global sourcing and time contraction of supply chains brings with it 

particular stresses for the buying function in respect of supplier selection, evaluation 

and management (Vokurka et al., 1996). According to Lasch and Janker (2005),  a 

company’s success is largely depended on the abilities of its suppliers, identifying 

relationships or alliances between buyers and suppliers as critical in a global market 

characterized by complexity and variability which increased the complexity of 

supplier selection as well, since in the past, price, quality and capacity may have 

formed key selection criteria , however, flexibility and service become fundamental in 

the new market context (Bhutta and Huq, 2002). The shift in emphasis from 

quantitative criteria (e.g. price) to include qualitative criteria has meant that the 

buyer’s judgment becomes of paramount importance and that any decision is likely to 

be based upon criteria compromises (Min, 1994). 

 

As fast fashion consumers expect and thrive on constant change, and thus new 

products have to be available on a frequent basis and this achieved through having a 

relationship with existing suppliers who understand the need for change and have the 

capability to deliver this (Bruce and Daly, 2006 ).  Closer relationship between buyers 

and suppliers which characterized by co-operation and communication has necessarily 

promoted due to the changing dynamic of fashion retailing and the desire for both low 

cost and flexibility (Lasch and Janker, 2005). Moreover, it is argued that while 

considered the relationship as a partnership may be optimistic, mutual benefits of a 
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closer working relationship may exist, in particular through sharing of information.  

Researchers (Wheelright and Clark, 1992) suggested that closer relationships between 

supplier and buyers may in fact result in faster stock turnaround and greater flexibility.  

2.2. Retail environment 

Literature has been agreed that the retail environment is important to support and 

ensure the products are available to the customer at the end of the supply chain 

(Barnes and Lea-Greenwood, 2010). Kent (2007) clarified that the focus has switched 

from production and supply chain to the consumer experience of the retail 

environment. Researchers agreed that the retail environment is combination of 

physical and emotional: tangible and intangible attributes (McGoldrick, 2002; Varley 

and Raffiq, 2004). In addition, the visual merchandising of the retail environment 

which acts as promotional tool is crucial for retailer in the visual marketing 

communication (Lea-Greenwood, 2009).  

2.2.1 Window display 

Retail environment is characterized by numbers of physical elements which aim to 

create a unique image appropriate to the fashion products in which a retailer 

specializes (Barnes and Lea-Greenwood, 2010). Window viewed as a vital visual 

communication tool, and window display was considered as being the initial way a 

store capturing consumer attention (Lea-Greenwood, 2009). Placing new products in 

window display was found to increase sales and reinforce positive image of the 

retailer (Edwards and Shackley, 1992). Therefore, it is implied that window display, 

as a key communication tool, attracts target consumer by linking with the need of 

target consumers.  

2.3. Business Model 

Business models has been developing during the past two decades in various fields, 

and the concept has been widely used in business journals and consulting, and the 

academics has linked it with the firm’s strategy and also to examine it  as a dynamic 

phenomenon (Sainio, saarenketo, Nummela and Eriksson, 2011). Zott and Amit (2008) 
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presented that business models are externally oriented and address questions like: how 

to connect with factor and product markets, which parties to link to the focal actor and 

what exchange mechanism to adopt, what resources and capabilities to deploy to 

enable exchange of goods or information, how to control the interaction, and what 

incentives to use. The essence of a business model defines the manner by which the 

business enterprise delivers value to customers, entices customers to pay for value, 

and converts those payments to profit. Also, the type of business models might 

depend on how technology is used which would help businesses reach a large number 

of customers with minimal costs (Lee, Im, Park, Fan & Korea, 2012). 

Amit and Zott (2001) considered that a business model depicts the content, structure 

and governance of transactions designed so as to create value through the exploitation 

of business opportunities. Voelpel et al. (2005) have defined that it as reflected by the 

business’s core value proposition for customers, its configurated value network to 

provide that value, consisting of own strategic capabilities as well as other 

(outsourced/alliance) value networks, and its continued sustainability to reinvent itself 

and satisfy the multiple objectives of its various stakeholders. From Osterwalder and 

Pigneur’s (2010) opinions, a business model describes the rationale of how an 

organization creates, delivers, and captures value. However, the business model just 

emerges with no commonly agreed definitions (Nenonen & Storbacka, 2010). In a 

word, business model make sure the every element of business process would be 

successfully complete and maximize the value for customers. In order to maximize 

customers’ value, the company makes sure to integrate the inside and outside 

elements which would form a high efficiency of running system and have a unique 

core competitiveness. Meanwhile, the system would achieve sustained profitability 

for the company. 

2.3.1. Factors of Business Model 

Johnson et al (2008) described that business model consists of four elements that 

including customer value proposition, profit formula, key resources, and key process. 

Chesbrough (2007) presented value proposition, target market, value chain revenue 

mechanism, value network or ecosystem, competitive strategy are the most important 
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business model elements. Osterwalder and Alexander (2010) argued that the business 

model consists by nine building blocks which including customer segments, value 

propositions, channels, customer relationship, revenue streams, key resources, key 

activities, key partnership and cost structure that is the best model to describe and 

create new strategic alternatives for a company. As we can see in figure 2, these nine 

building blocks in the Osterwaler’s business model would show how different factors 

affect company’s operation. 

 

Figure 1: Business model  

 

Source: Osterwalder and Alexander, 2010, p18.   

Available: 

http://www.dawsonera.com.webproxy.student.hig.se:2048/depp/reader/protected/exter

nal/EBookView/S9780470901038/S20 [Access by: 2013. 17, February] 

          

● Customer segments. It’s about finding out the groups of people or organizations a 

company aims to serve. Firms carry out effective competition with limited 

sources and various customers’ demands, conduct customer segments according 

to customers’ nature, behavior, demand, preference and value, and provide 

specific merchandises and services. 

● Value propositions. Value proposition is what exactly customers want to gain 

from the company. Value proposition can create new merchandise that other firms 

had not offered before.  

● Channels. The ways to deliver value proposition to your target customers.  
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● Customer relationship. A good relationship between the company and the 

customer can help the company to gain loyalty customers and attract more and 

more potential customers.  

● Revenue streams. It represents the cash a company generates from each customer 

segment (Osterwalder and Alexander, 2010). Figure out what value the customer 

would like to pay for and how the company can recapture value. 

● Key resources are the most important assets that make the business model work.  

● Key activities. It describes the most important things a company must do to make 

its business model work (Osterwalder and Pigneur , 2010). It depends on what 

type of the company is. For example, software development is the key activity for 

IT Company, and leading the fashion for clothing company. 

● Key partnership describes the network of suppliers and partners that make the 

business model work. Now companies are creating partnership to improve their 

business model, reduce risks and uncertainties, or acquire resources.  

● Cost structure. All costs generated from business model operation. 

2.4. SWOT 

SWOT analysis was introduced as a key tool for dealing with complex strategy 

situation by reducing the quantity of information to improve decision-making. The 

development of company strategy requires systematic analysis of strengths(S), 

weaknesses (W), opportunities (O), and threats (T). These four factors are described 

in the matrix and become foundation of four aspects strategy. By listing favorable and 

unfavorable internal and external issues in the four quadrants of SWOT analysis, 

planners can better understand how strengths can be leveraged to create new 

opportunities as well as understand how weaknesses can slow progress or magnify 

threats (Marilyn, 2011). SWOT analysis is one of the most common and respected 

managerial tools for strategic planning (Glaister and Falshaw, 1999). What’s more, 

many researchers agree SWOT provides the foundation for realizing the desired 

alignment of variables of issues.  

 

In addition, identifying and seeking opportunities are the crucial part of a company 

(Hitt, 2001). Also, it’s possible to assume plans to overcome threats and weaknesses 

(Schnaars, 1998). Even though SWOT has many advantages as an analysis tool, it 
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also has some limitations and disadvantages, because if strengths cannot be 

maintained, they may turn into weakness, and if company cannot catch the 

opportunities but competitors can, opportunities become threats. 

2.5. Reflection on the theory 

Due to the growth of Media and magazine availability, consumer fashion awareness 

grew as well (Barnes et al., 2007). In order to meet consumer constantly change 

demand, more seasons are planned, and the lead-time for getting new fashion product 

into stores are much shorter as well as PLC. Thus, characteristic of fast fashion can be 

concluded as short lead time, short PLC and update frequently, demand-driven Supply 

chain, low price. Furthermore, to achieve these elements, information technology is 

applied to data collection and delivery to improve supply chain flexibility and shorten 

the lead time, moreover, transportation and delivery also has impact on the length of 

lead time. Besides, as the PLC became shorter, retailers have to replenish more 

frequently, therefore, supplier selection is also very important, since their production 

capacity determine if the new products are available in a frequent basis to satisfy 

consumers’ need. Also, researchers (Lasch and Janker, 2005) suggested that 

relationship between buyer and supplier plays an important role in it. In terms of cost, 

fast fashion brands shift the production to low labor cost countries which helps to cut 

down costs, and with it product price is lower. In addition, researches showed that 

retail environment also plays an important role in creating unique image to distinguish 

with other fast fashion retailers (Barnes and Lea-Greenwood, 2010) and to stay 

competitive (Edwards and Shackley, 1992).  

From the previously part, we did find different definitions for business model, but in 

fact they are quite similar. Hedman and Kalling (2003) proposed that business model 

should include customers and competitors, the offering, activities and organization, 

resources and factor market interactions. Based on the business model theories we 

have presented, we divided business model into four parts which including customers 

value creation, firm profit, operation process/network and capability/resource of the 

firm. The term customer value creation which is how the firms create value for their 

customer, it is similar with the terms “customer value proposition”, “value 

proposition”. It required locating their target market and sufficiently satisfying their 

demand. The term of firm profit which is viewed as how the firms get revenue from 
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their business. Similar elements for instance “profit formula”, “revenue mechanism” 

or “revenue stream” were proposed by other researchers. Operation process/network 

can be discussed with issues such as “key process”, “value network”, ”channels” and 

“customer relationship” the way that how firms deliver their value to the customers. 

Last but not least, capability/resource of the firm that can be defined as “key resource” 

and “key activities” etc that helps to maximize the value for company and their 

customers. 

Theoretical framework (see figure 3) was developed by combining business model 

theory and fast fashion characters. It would show the readers how the fast fashion 

industry creates value from its business model. Fast fashion industries’ target groups 

are those who are more sensitive to fashion. In order to satisfy consumers’ demand, 

fast fashion company create a quicker update speed, shorter life cycle, lower price, 

and always follows closely with the tidal current. That is the value what the firm 

create for their customers. Timing is everything for fast fashion. In order to meet 

customer constantly change demand, PLC is required the shorter the better. 

Outsourcing is the important way for the fast fashion industry to keep the product 

price low and maximize their profit. Window display and retail store are play a 

significant role in operation process/network, they are the channel that firm deliver 

their value proposition to the customers and they are also the first line to get to know 

their customers. In this process, a supplier who understand the change of fast fashion 

and have the capability to deliver the product frequently and flexibility would make 

sure the firm can deliver their value proposition to their consumers. As we mention 

above, supply chain management effectiveness is a crucial concept within fast fashion 

context. Both QR and JIT which based on IT system are used to ensure the right 

goods, are at the right place and in the right time. That is the capability/resource that 

the fast fashion industry need.  

Figure 2: Relationship between business model and fast fashion. 

 

 

 

 



13 

 

 

 

 

Key: the dashed box in green is business model. Dashed box in blue is fast fashion 

and dashed box in red is fast fashion business model.  

Source: own construction 

 

 

 

 

Business Model Fast Fashion 

Fast Fashion Business Model 
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3. Methodology of the study  

This chapter will describe the methodology used in this research, and will illustrate 

how the research questions will be solved. It started with research process and 

followed by research approach, data collection method and statement of how the data 

is analyzed. Last but not the least, validity and reliability of the research will be also 

discussed in this chapter.    

3.1 Research process 

Kotler clarifies research process follows the steps as the chart below. Firstly, define 

the main problem of the research. Secondly, develop research plan and start to collect 

the information and then analyze the information collected previously and present the 

findings. At last, make the decision for the whole study. 

Figure 3: Research process 

 

Source: Kotler Philip “Marketing management” page 129 

 

In the process (figure 4), we found the main problem we wanted to figure out is the 

reason that even we had observed so many problems in H&M in China, for instance, 

the store looked messy and long waiting time, it still has such good sales performance.  

Therefore, the aim of this study generated, we wanted to discuss how H&M business 

model influenced its different period development in China. We developed our 

research study and collected the information from four interviews which including 
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two interviews conducted with H&M’s employees and another two interviews 

conducted with Chinese clothing companies, as well as literature, articles, H&M’s 

homepage and Internet. Then, we analyzed the data we got from the interview and 

presented the findings in empirical study. SWOT theory was used to discuss H&M’s 

strength, weakness, opportunities and threats that would help H&M’s development in 

China. In the last chapter, we made some comments about H&M’s development in the 

future in China; further study will be addressed as well. 

3.2 Research approach 

The study is based on qualitative approach which is given in order to demonstrate 

how qualitative research methods are appropriate for the marketing domain (Carson, 

et al., 2001). The fundamental reason is the need to understand local marketing and 

therefore, we have two interviewees from two different Chinese clothing companies 

who have knowledge about Chinese market. The aim of qualitative studies in this 

study is to gain an in-depth understanding of the situation of how H&M business 

model affects its development in China. In-depth understanding is based on researcher 

immersion in the phenomena to be studied, gathering data which provide a detailed 

description of events, situations and interaction between people and things, providing 

depth and detail (Patton 1980). We have four interviewees, all of them working in 

fashion industry for few years and have knowledge about fashion and fast fashion.  

 

A case study is an empirical inquiry that investigates a contemporary phenomenon in 

depth and within its real-life context (Robert K. Yin 2009). As we wonder why H&M 

still has good sales performance even though there are several problems we found in 

China as well as in Sweden. Therefore, we selected H&M, a typical fast fashion 

company, as our main case to study fast fashion business model. Moreover, since case 

study emphasizes on Holistic Inquiry, it means every single part of the case must be 

studied and the case also should be seen as a whole. We generated a fast fashion 

business model based our understanding of business model and fast fashion in order 

to get a deep understanding about what H&M business model is and the characteristic 

as well as its strengths and weaknesses of H&M’s development in China.  
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3.3 Data collection 

Both secondary data and primary data were applied in this study. The data we 

collected are related to our theories and reflected on the obtained empirical data to 

support the discussion.  

3.3.1. Secondary data 

Secondary data are statistics not gathered for immediate study at hand but for some 

other purposes.  

Figure 4: Illustration of secondary data 

 

Source: Christensen Lars, Andersson Nina, Carlsson Carin, Haglund Lars 

“Marknadsundersokning-En handbok” page 68. 

 

Christensen et al (figure 5) divided secondary data into external data which including 

published source, commercial source and internal data. However, commercial source 

is not free and thus, we do not use commercial source as part of our secondary data. 

Internal data is normally not accessible by outside parties without the company’s 

express permission. Therefore, we do not have access to get more internal data as our 

research benchmark. Therefore, secondary data was applied which focused on the 

existing published information including relevant literature, journal and online 

resources (H&M home page, and school database).  

3.3.2. Primary data  

Primary data is mainly collected from interview. Interview data is a major source 

for many qualitative researchers. Whatever an interview’s form, its purpose is to get 

inside someone’s head and enter into their perspective to find out things like feelings, 

memories and interpretations that we cannot observe or discover in other way (Carson, 

Gilmore, Perry, and Gronhaug, 2001). This study involved four interviews: 
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1) The first two interviews considered as the major primary data come from 

virtual interview through Skype and email with two experienced fashion industries’ 

workers from Chinese garment enterprise. Yue Ming is the owner of QingCheng 

clothing Ltd, she has almost 20 years working experience of fashion industry. The 

interview with Yue Ming was conducted by Skype with duration of 40 min where she 

shared her personal opinions of the current situation about Chinese fashion industry 

and fast fashion development in China. ZiYun Xie who is from Konzen Ltd and she 

also has 3 year working experience as a designer. The interview was made through 

Skype last approximately 30 min and the follow up questions were conducted by 

Email. 

 2) The last two interviews come from face-to-face and virtual interview through 

Skype with two experienced employees from H&M who have daily contact with their 

customers and have deep understanding of how the development of H&M fast fashion 

business model in China. Silin Lu is a manager of H&M’s retail store in Shenzhen 

China. The conversation with her was last 30 min through Skype and the follow up 

questions were also conducted by email. The other interviewee was Susanne Löf who 

is visual of H&M in Gavle Sweden who presented us about H&M’s operation mode 

and characteristic. The face-to-face interview last almost 25min and there has not 

follow up questions, because Susanne Löf was too busy to reply our email anymore. 

3.4. Validity and Reliability of the research 

Validity and reliability are significant in data collection for both of quantitative and 

qualitative research (Yin, 2003). Validity includes internal validity and external 

validity. Internal validity deals with the credibility of the research whether the results 

match reality. We have two interviews with H&M employees in order to make sure 

our result would match the reality. External validity deals with the problem of 

knowing whether study findings are generalizable beyond the immediate case study 

(Yin, 2003). In our study, the primary data is very small set of interviews, we tried to 

collect primary data as much as possible and ensure transparency of the research 

processes. We also tried to use the data from interview critically and this can be an 

exploratory study. Reliability is to ensure if the same findings and conclusion would 

appear when the study was made again by using the same procedure (Yin, 1994). 
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Since the problems shown in H&M in China would take time to improve or solve, its 

business model’s strengths, weaknesses, opportunities and threats would not changed 

in a short time. However, considering some uncertainties, the results of the study may 

be a little different, but it would be very similar in the whole. 

3.5. Data presentation 

After collecting all the information, the process of presentation and analysis begin. 

The interview question has been conducted base on two structured questionnaire 

which including 14 and 10 questions separately (see appendix 5 & 6). At first, we 

would like to reappear what the interviewee have said and what we have inspirit from 

the interview. In order to understand the surrounding marketing and the situation of 

H&M in China, we have three interviewees who come from China and all of them are 

have knowledge. Boeije (2010) has presented that getting the ‘raw’ data ready for 

analysis requires preparation which is p is part of ‘data management’. And proper data 

management contributes to transparency and facilitates the possibility for others to see 

what has transpired during investigation and analysis. So in our study, the raw data 

plays a significant role which helps us to show the audio what we have got from the 

interviewees. Secondly, because our interviews were conducted by Chinese, we have 

to translate into English when we were going to present the data we have collected. 

We tried make sure our conversation is transparency and understandable.  

3.6 Data analysis  

Boeije (2010) emphasized that there are two basic activities of qualitative data 

analysis which namely segmenting the data into parts and reassembling the parts 

again into a coherent whole. In our study, segmenting is considered as the first 

modification of the data after data preparation. We tried to broken down the 

information we collected from different interviewees into manageable pieces, then we 

were able to sorts and reassemble it. So we divide our empirical study into three part 

which including Chinese clothing industry overview, H&M development in China and 

the characteristic of H&M business model that make sure our finding is more clearly.  

Reassembling of data is commonly described by a variety of terms, such as 

synthesizing, structuring, integrating, putting together recombining and modeling. 
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Osterwalder’s business model and SWOT would be used to reassemble the data that 

would make sense of the data from a theoretical perspective. The progress of 

reassembling would help us continuously consider the data, and found the 

relationships between the data and our research purpose.  
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4. Empirical Study 

According to the interviews (appendix4 & appendix5) with Silin Lu and Susanne Löf 

who are the employees of H&M in China and in Sweden respectively as well as a 

owner of Chinese clothing company (QingCheng clothing Ltd) which has business 

span difference regions and a designer works for Konzen, and the published 

information from Internet and H&M homepage, we divided the empirical study into 

three parts. The first part is Chinese clothing industry overview which is about the 

current situation of Chinese clothing industry concluded from the interviews with 

those two Chinese clothing company and information from Internet. The second part 

is H&M’s performance in China, including sales, advantages and some existing 

problems. The third part is the characteristic of H&M business model. We combine 

the information from interview, and data from H&M website and Internet to conclude 

the characteristic of H&M business model and how this business model works.  

 

These three parts would help us to understand H&M’s strengths, weaknesses, 

opportunities and threats in Chinese market, and provide foundation for answering our 

research questions.    

4.1 Chinese clothing industry overview 

Since China entered into WTO in 2001, China has become relatively important 

trading partner of EU countries in clothing industry. From European commission 

report, EU27 imports from China rose from 75 bn in 2000 to 248 bn in 2008, and then 

declined to 214 bn in 2009, and reaching a new peak of 283 bn in 2010 (Europe 

Commission website, 2013). There is no doubt this is the age combined with crisis 

and opportunity for China after the elimination of imports quotas in 2005 and Chinese 

government had cut down or cancelled the export duty of partial export commodities 

and increased the export tax rebate rate of the textile products in 2008 (Chinese 

clothing industry, 2009). These policies provided better development opportunities for 

Chinese enterprises.  
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Currently, China is facing with consumption crisis, the whole manufacturing industry, including 

apparel industry, experiencing M tape consumption which means most consumers purchase high, low-

grade products, only few consumers buy mid-range products. Many mid-range brands overstocked and 

performances fell sharply. The secret of those companies whose growth rate exceed 500% in the past 

three years is combining low price and personality. But still, they lack of dignity.  

--YueMing   

                                         Owner of Qingcheng clothing Ltd 

 

“Due to low level management and lack of brand awareness, Chinese clothing firm 

being co-packers of oversea brands for a long time and China only has few well-

known brands currently, most clothing firms are SME. Besides, Chinese designers are 

weaker in design compared with foreign brands’ designer and most of their designs 

borrow idea from foreign brands.” 

                                                           -- Ziyun Xie 

                                         Designer of Konzen clothing Ltd  

 

Yun also point out because of big population and low-lobar cost, many foreign brands 

outsourced their products to China. China became a big manufacture factory of the 

foreign brands. Chinese clothing industry is still in low-level state due to the issue of 

brand awareness and design skills.  

 

“Fashion brands undeniably have impact on Chinese traditional clothing industry, 

but not so big. After all, it’s small market share in the whole China. And when they 

entered Chinese market, price increased to mid-priced, it means they lose low price 

advantage”. 

                                                          --Ziyun Xie 

Designer of Konzen clothing Ltd 

 

 “Most of the international brand or designers enter into China; they found that their 

products or design are not easy to be accepted by the public.” 

--YueMing. 

                                          Owner of Qingcheng clothing Ltd 

As more and more and oversea brands entered into Chinese market, especially fast 

fashion brands moving to China strongly, both of the two Chinese companies think it 

definitely has impact on Chinese clothing industry, but not so big. Chinese designers 
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are more familiar with Chinese customers’ demand, etc. Actually, China also has local 

fast fashion brand, for example, Metersbonwe. It’s one of the relatively successful fast 

fashion brands. It launched a sub brand, Me&City. Actually their clothes design, 

quality and price are ok, but even though they are good in these aspects, they cannot 

copy oversea fast fashion brands’ business model, especially the supply chain 

management.  

 

Low labor cost helps Chinese brands keep low price. That is also why they say the 

foreign fast fashion brands would lose their price advantage when they enter into 

China. Due to lack of brand awareness and low-level inventory management, Chinese 

fast fashion brands are still too weak to compete with foreign fast fashion brands even 

though they know more about the styles that Chinese would preferred. We also cannot 

deny that China has a huge potential market for those foreign brands, for example 

H&M.  

4.2. H&M development in China 

In the end of 2011, the number of retail stores in China increases to 82 and the sales 

accounts for almost 3% of total global sales (see appendix3). H&M in China achieved 

good sales performance. 

 

In 2007, H&M landed its first retail store in Shanghai China and achieved 2 million 

CNY on the first day. It’s a miracle to Chinese local clothing brands. By the end of 

2010, H&M has 47 retail stores in China and it benefits 2.340 billion from Chinese 

market (appendix3). Actually they do not have many physical stores in China 

compared with that in other countries. However, the sales in China accounts for 3% of 

H&M’s total sales. Despite of the stores quantities, the net sales in 2011 are 

approximately twice of that in 2010. H&M in China has a pretty good sales 

performance. 

 

“When H&M entered into China, people said the biggest competitor of ZARA would 

appear. Some famous stars said how cheap and fashion the H&M’s clothes are. The 

“start effect” definitely help H&M wins its reputation and got a high awareness 

before enter into China.” 
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“Compared with ZARA, our products are cheaper and we are more commercial. 

Compared with Chinese local traditional clothing companies, we update fast and 

frequently, besides, we have a wide range of products with low price. ” 

                                                             --Silin Lu 

                                              Employee of H&M in China 

 

The good reputation and high awareness make the path of H&M’s development in 

China smoother. Although ZARA, C&A, GAP had also entered into Chinese market, 

employees of H&M in China think their products are cheaper, more affordable and 

commercial compared with H&M’s main competitor ZARA, because they use famous 

model and cooperate with famous people. H&M only needs three weeks to get 

clothing into store while Chinese local traditional clothing companies need three 

months to half a year. H&M updates faster and more frequently. Moreover, the biggest 

competitiveness is H&M providing wide range of products with low price. 

 

“When H&M entered second- and third-tier cities, their price advantage will become 

weaker.” 

                                                             --Yueming 

                                        Owner of Qingcheng clothing Ltd 

 

As we seen from figure (appendix 2), most of H&M retail stores are located on costal 

cities which is relatively developed part of China. As the interviewees pointed out the 

consumers there have a comparatively higher income and purchase power. As Chinese 

market is expected to be one of biggest market in 2012 expansion, H&M chooses to 

open stores in second-tier and third-tier cities as the main objects in this expansion. 

However, compared with big cities, consumers in second-tier and third-tier have 

lower income and lower purchasing power. Actually, H&M’s target group in China 

are those people with yearly income from 20,000 CNY to 200,000 CNY. However, 

these people only occupy no more than 20% of the total population in China and most 

of them are concentrated in the main cities. Income level determines consumption. 

That’s why low price advantage will be weaker in second- and third- tier cities.  

 

“Nowadays China confronts serious product safety problems, no matter in clothing 

industry or food industry. Some foreign companies seem lower their standard in 
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China, it is very unhealthy development. However, many Chinese consumers forgive 

these clothing companies easily and quickly. Even so, I didn’t think Chinese 

consumers will always forgive them; after all, quality is a very important factor for 

product.”   

                                                            -- Yueming  

Owner of Qingcheng clothing Ltd 

  

Moreover, there are also some bad news about Chinese H&M. H&M was on the black 

list of quality problem in Chinese market for two consecutive years, and their Chinese 

suppliers have server supply chain pollution problems. However, it seems H&M don’t 

care about these problems or they are not careful enough to deal with these problems; 

otherwise, they will not be on the black list for two consecutive years. On the other 

hand, Chinese consumers forget this bad news quickly and keep on buying their 

products. However, consumers will not always forgive these problems and actually it 

has already led to invisible damage. Quality problems definitely have bad impact on 

brand image which cannot be bought by money.   

4.3. Characteristics of H&M business model 

We outsource all of our products to 700 independent suppliers all over the world, 

most of the stores are managed by H&M directly, only in some markets, we cooperate 

with local franchise. These are the reasons for low price. Moreover, we pay attention 

to customer relationship and we are good at using celebrity charm. 

                                                          --Susanne Löf  

Employees of H&M in Sweden 

 

H&M directly manages most of the stores, and only in some markets, H&M 

cooperated with the local franchise. Therefore, H&M can cut down middlemen 

wherever possible to control cost. Moreover, H&M started e-commercial in 1998. 

H&M’s target group is mainly between 16-24 years old and they are sensitive to 

fashion. However, they have limited budget. In order to give customers the best 

possible experience, H&M always opens their retail stores in the best business 

location and pays much attention to window display and interior display. H&M aims 

to give the customer unbeatable value by offering various fashion products and 
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quality at the best price. In order to reduce costs, H&M outsources all their 

merchandises to 700 independent suppliers all over the world and adopts different 

procurement method according to clothes’ fashion degree. They outsource the basic 

clothes to Asia suppliers who have lower labor cost. For the fashion clothes, for 

example, “XX for H&M” and the latest fashion which has small patch and needs to be 

introduced to market quickly, H&M outsources these clothes to European suppliers 

and communicates with them via Order Follow System (OFS). In addition, H&M 

outsources logistics to DHL and Green Cargo. The finished products will be shipped 

to H&M logistics center. Besides cost consciousness, H&M invests heavily in 

advertisement to build up its brand awareness, which is also an important factor for 

H&M’s success.  

  

IT plays very important role in H&M business model operation. 

                                                             --Silin Lu 

Employee of H&M in China 

 

H&M has a unique ICT system which makes sure the information can be shared 

within the whole company quickly. Starting from the design department, they send the 

draft to purchase department and pass the figures to production department (PD) after 

purchase department confirm the production quantity; and then PD start to contact 

with suppliers. H&M will contact with supplier via e-mail (Asian suppliers) or OFS 

system (Europe suppliers) during production. After that, the finished products will be 

shipped to logistics center; H&M tracks their products via logistic system which is 

based on Internet. When the products arrive at logistic center, ICT is responsible for 

products’ data entry. Next, the products will be sent to retail stores. At last, the sales 

figure would be sent to H&M and used for the next production prediction. As we can 

see that the IT system consists of a circle feedback, and according to this IT system, 

H&M controls most part of supply chain to reduce cost and inventory, and ensure 

their lead time only needs 20 days.  
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5. Analysis  

We constructed this chapter as questions and answer, research questions will be 

solved in this chapter. Empirical findings which were collected previously will be 

analyzed and will be compared with the theories mentioned in the theory chapter.  

5.1 What’s the characteristic of H&M fast fashion business model? 

According to the empirical finding, we tried to use our theoretical framework to 

analyze how the fast fashion business model works in H&M. 

 

There is no doubt that customer is the most important part of business model. From 

the empirical part, we know that H&M chooses young people between 16-24 years 

old as their target groups. As Barnes and Lea-Greenwood (2006) said these customers 

are more sensitive to the latest fashion and tend to purchase clothing more often. 

Since the target groups are frequent visitors of stores, in order not to miss out on the 

latest trend, fast fashion is produced in small quantities and not replenished. H&M 

sets “fashion and quality at the best price” as their main value proposition to satisfy 

their customers’ demand. As we mentioned before, fast fashion emphasizes additional 

value and it’s important for fast fashion brands to create additional value which is 

greater than practical value.  

 

Brand awareness and additional value are parts of H&M’s revenue stream. In fast 

fashion industry, customers prefer to pay for the additional value to satisfy their 

pursuit of fashion. H&M’s cooperation with the big name made the high fashion 

brand become affordable and reachable for consumers. That is exactly what H&M do, 

“design is not a matter of price”. In order to reduce cost, H&M adopts outsourcing 

strategy. However, despite the merits of outsourcing, it led to significantly longer lead 

times, complicated supply chains due to geographic distances, inconsistency and 

variability in processes at both ends of the chain, and complex import/export 

procedures (Birwistle, 2003). Therefore, H&M adopts double supply chain and 

divides clothes into two types according to fashion degree, and then chooses different 

suppliers. For the basic low fashion degree, they outsource these clothes to low-costs 

labor suppliers. For the fashion sensitive clothes, H&M chooses European suppliers to 
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ensure these products could be introduced to the market quickly. Moreover, H&M 

controls most part of supply chain by IT system. Therefore, H&M can cut off as much 

middlemen as possible, and the following intermediate costs as well.  

  

H&M delivers their value proposition to target groups by varies channels including 

retail stores, e-commercial, catalogue sale, crossover, advertisement and social media. 

At the same time, H&M tries to build a good relationship with their customers 

through window display and post-sales, because widow display is the first part that 

customers meet H&M and post-sales is important to establish awareness in the market 

and confirm the brand promise (Lee, 2011). Window displays are used to 

communicate information about the store, its products and services; it will help 

identify the type of store and its offerings to customers who may be unfamiliar with 

the retailer (Mower, Kim & Childs, 2012). H&M changed their window displays 

frequently when they got the newest collection in order to enhance shoppers’ liking of 

the store exterior and increased patronage intention. 

 

Human resource including designer and buyer are the core competitive and key 

resource of H&M. As to the control of lead time, information delivery plays an 

important role. Sharing data with agile supply via information technology is very 

important as it makes the requirements more visible and cuts down the stock (Hewwit, 

1999). IT makes information shared quickly as well as increases information 

transparency. Inventory management and production prediction was improved and the 

cost generated by over stocks was also reduced. H&M’s QR is based on their efficient 

logistics, ICT and OFS. Actually, all H&M’s key activities and process of 

communicating with their key partnership are based on their ICT system. ICT plays 

an important role as it almost goes through the whole supply chain. It backs up 

flexible purchasing mode and helps to reduce costs in production. Moreover, double-

supply chain and transparent information transfer are the reason why H&M is capable 

to update so fast and offer the latest fashion to customers with a low price.  

5.2 What are the strengths, weaknesses, opportunities and threats 

(SWOT analysis) of H&M fast fashion business model in China? 

● strength 
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H&M is good at advertising; it makes good use of star effect to improve its brand 

awareness and image. When Beckham showed up on the global media wearing 

H&M’s clothing and fast fashion trend was set. H&M becomes a hottest topic in the 

fashion industry. Moreover, low price fashion is also one of the most important 

impressions in consumers’ mind. Consumers often choose certain products, services, 

and activities over others because they are associated with a certain lifestyle. Lifestyle, 

which influences the choices made by consumers in their own anticipatory 

consumption or the purchase of aspired-to-lifestyle products (Brandon et al., 2003), 

reflect trends and fashion expression. H&M provides what consumer need exactly. 

Consumers’ attitudes toward advertisements and their attitudes toward brands may 

shape their purchase intentions (De Pelsmacker Van Den Bergh, 1996). H&M 

advertisement definitely has strong positive effect on its sale. It reaps benefit from 

high brand awareness good image. Moreover, the huge numbers of retail stores all 

over the world also help to enhance its fame. 

 

 By cooperating with big name, H&M tries to make high fashion affordable and 

reachable for the masses. “XX for H&M” satisfies the desire of some customers who 

want to buy luxury products. This concept also brings loyal customers for H&M for 

years. Various products for women, men and teenagers are the biggest advantage of 

H&M.  

 

A strong control of the entire business model operation process helps H&M cut down 

the lead time, reach low costs and high efficiency while low inventory contributes to 

maintaining margins. That is what Chinese clothes industries are unable to compete 

with. Because if lead-times are too long, such that a retailer offers a fashion garment 

to the market when its attractiveness is on the wane, this may result in discounted 

stock and hence less profit (Hayes and Jones, 2006). However, thanks to its ICT 

information system, the whole operation process becomes transparent. Supply chain 

can be made more efficient to decrease lead times and related sales forecast errors 

(Jacobs, 2006). From design, purchase, production, transportation to sales, each 

department is clear about every process of other departments by ICT.  

 

● Weakness  
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According to the interview, in order to cut the costs H&M, unlike ZARA who has 

their own factories, outsources their whole production to suppliers. However, it would 

be too dependent on their suppliers and at greater risk of damaging its reputation in 

terms of product quality and worker condition. In apparel retailing, Mattila et al., 

(2002) estimated that 33 per cent of products sold at marked-down prices were 

generally attributable to problems arising from manufacturing outsourcing. Even 

though they highlight that suppliers’ operations are audited by code of conduct auditor 

who work at H&M’s production offices, still it is hard for H&M to control the quality 

of whole products. Moreover, most factories in development counties earn their living 

by machining for fashion brand. On the one hand, H&M placed large number of 

orders to these factories; on the other hand, H&M forced down the price and paid 

little money to these factories that are not strong enough to negotiate with H&M 

(Sokthy, 2013). In order to gain more money, these factories tamper with quality and 

choose cheaper raw material. Some orders have ever been rejected because of quality 

problem. Generally, it takes 3-5 days to test quality. If the clothes are unqualified, it 

takes 7-10 more days to retest quality. As fashion changes quickly, one day delay may 

lead to value drop of clothes and increase the inventory pressure. In order to avoid 

loss, the quality inspector would have the unqualified clothes pass. 

 

Even H&M strives to provide affordable products in order to meet the demand of their 

customers who are sensitive to fashion but without high income, it seems does not 

work in China. Whereas, when H&M came to Chinese market, the price became 

relatively high because the average salary is much lower in China compared with 

developed counties (see Appendix 4). Moreover, in Chinese market, customers have 

lots of offers and some of them are similar to H&M’s products, sometimes they are 

cheaper than H&M. So, we do not think the price strategy of H&M would successful 

in China. 

 

About 85 percent of senior business leaders interviewed in a recent study agreed that 

differentiating solely on the traditional physical elements such as price, delivery and 

lead times is no longer an effective business strategy (Shaw and Ivens, 2002). The 

new differentiators today is customer experience (Berry et al., 2002). As mentioned 

before, H&M emphasizes providing an exciting experience for their customers. 

However, in China, it seems not so easy to achieve this goal. There is no doubt that 
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wide range of products is a significant advantage of H&M, but if the employees 

cannot arrange the merchandises in time, for example, employees don’t put 

merchandises back to the original place after customers try on, merchandises look 

messy and customers cannot find their size. In addition, from the interview with 

H&M’s employee in China, she told us they have received complaints about waiting 

time many times. Customers need to wait almost 30 minutes if they want to try the 

clothes and there is always a long line in the front of the cashier desk. Customers 

waste too much time in waiting and obviously it is not a good way to build 

relationship with their customers. Besides, H&M hires few employees in their retail 

stores. Actually, these employees can’t serve so many customers at the same time, 

especially in China. In addition, employees in H&M retail stores do not wear uniform. 

It is difficult for the customers to find an employee when they need help.  

 

We have mentioned several times that some of H&M’s clothes are too vogue for 

Chinese. When Versace for H&M was launched, loyal customers queued overnight to 

buy (Burberrywintercoat, 2010). “Versace for H&M” were quickly snapped up. 

Customers didn’t think if the clothes were their style and paid directly because 

Versace was a luxury brand they had dreamed for. Therefore, in the next following 

days, customers began returning the goods or tried to sell it on the Internet because 

they found that no matter the color or the cut of the garments are too much for them.  

End customers – human beings – develop a sense of belongingness to a worldwide 

culture, by adopting practices, styles, and information that are part of the global 

culture. In this way they create the global identity. However, in parallel, people 

continue to hold their local identity as based on their socialization to their local 

culture (Leung et al., 2005). We believe this situation may not just happened in China, 

but also other countries in Asia. Although the returned merchandise was sold out 

again, H&M still needs to know the body type and skin color are different between 

Asian and European, consumers’ attribute need to be taken into consideration in the 

design phase. 

 

● Opportunity  

H&M built online shops in many countries except China. With the growing popularity 

of online shopping, business transaction sum of Chinese apparel online retail reaches 
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CNY 2049 billion ($315 billion) in 2011. Now China has become the biggest Internet 

Market, Web users has reached to 538 million (Russell, 2012). E-commercial became 

one of the most important channels of apparel sales in China. During second quarter 

of 2012, China’s online shopping transaction volume reached RMB268 billion, 

representing a 17.6% increase compared with Q1, B2C transactions increased 

dramatically – up by 44% (RMB89.4 billion) compared with Q1 and by 143% 

compared with Q2 2011 (Joel, 2012). Chinese E-commercial is growing extremely 

fast, and it presents a great opportunity for foreign company to sell their product in 

China. However, with the number of online retailer increased sharply, customers can 

buy a product which is similar to H&M goods from Tabao (Taobao.com, Chinese 

famous online shopping website) if there is no H&M in their city. The sellers label the 

products the same as H&M no matter the design or qualities, but at cheaper price. 

Without online shop, H&M loses a lot of potential consumers to some extent. 

 

H&M still has a huge untapped market in China. As mentioned before, there are only 

82 retail stores in China. After H&M entered into mainland China in 2007, it 

expanded rapidly in the following years and its sales in China accounted for almost 3% 

of global sales in 2011(appendix 1). H&M expected to keep opening new stores both 

in existing cities and new cities. Besides, Garments are typically sourced in low labor 

cost countries, with time delays associated with logistical movements. Supply chain 

managers must not to only consider finished garment transportation times associated 

with different countries, but also transportation time constraints in the movement of 

garment components between countries (Leung, 1999). H&M can benefit a lot from 

cheap labor by sourcing to China, which is at the same time, cutting down the 

shipping distance. Now only 40% merchandises of H&M in China were made in 

China, and the rest were shipped from other countries. H&M does not exclude the 

possibility that all the merchandises of H&M selling in China are produced in China. 

If they do it, it would help H&M save more money and time. 

 

● Threat 

Nowadays, fast fashion industry becomes more and more competitive. Because of the 

low barriers, most of the international fast fashion brands, such as ZARA and GAP, 

are racing to enter into Chinese market and gain some market share. There is no doubt 
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that China has a huge market for them. On the other hand, Chinese local fast fashion 

is growing up, and they absolutely have more local advantage than these international 

fashion brand, at least they are familiar with Chinese preference.   

 

Even though H&M has low price, its quality is not as good as what they said, 

especially in China (People’s Daily Online, 2012). H&M has already been listed on 

the “black board” seven times after it entered into China because of its unqualified 

clothes. It would badly damage H&M’s image. Moreover, same small factories in 

China would copy H&M’s clothes quickly with lower price but better quality. As we 

have mentioned before, design and misfit style would be weakness of H&M in China 

which have negative impact on consumer purchasing. We think that unfamiliar with 

Chinese customer style would be a threat to H&M in its development in China.  

 

Table 1: SWOT analysis of H&M’s business model in China 

Strength: 

 

High brand awareness 

 

fashionable 

 

Various products 

 

Special cooperation with big name 

 

Operational efficiency 

Weakness: 

 

Relies on outsourcing 

 

Shopping environment 

 

Lace of personalized service 

 

Design and misfit style 

Opportunity: 

 

Internet retailing 

 

Huge untapped market 

 

Cheap labor and opportunities for local 

sourcing 

Threat: 

 

More competitive 

 

Product quality 

 

Unpredictability of customer behavior 
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Source: own construction  

5.3 How H&M business model affects H&M’s sales performance in 

China in different time perspective? 

We are gonging to answer the third research question “how H&M’s business model 

affects H&M’s sales performance in the short term, mid-term and the long term” in 

the following part. We believe that H&M would be successful in China in a short term. 

However, in the long term, we doubt the problems we have observed would have an 

awful influence on its development. We put forward our own opinion based on the 

nine factors of H&M’s business model and some issues we observed in H&M in 

China.   

5.3.1 Short term  

As we know, H&M already has had high brand awareness in Europe before it entered 

into Chinese market. They paid a lot in advertisement as usual and consumers could 

find big billboards with H&M collection and price nearby its location. As Jones el al. 

(2003) emphasized, retail and service which located in convenience location that 

allow easy access and that attract the largest number of customers. H&M choose its 

retail site which is located on the busy business district, so H&M caught Chinese 

consumers’ attention successfully. According to H&M’s annual report, sales of H&M 

in Chinese market keep rising in the recent years. However, the messy problem which 

has showed in H&M is a urgent affair that H&M should face. It definitely should 

create a clean image to their customers when they enter into the store. No matter what, 

we all believe that H&M will be popular and achieve good sales performance in 

Chinese market in the short term. 

5.3.2 Mid term 

From the empirical part, we all know that H&M still has not online shop in China. 

According to de Ruyter et al. (2001), an e-service is an interactive, content-centered 

and Internet-based customer service, driven by the customer and integrated with 

related organizational customer support processes and technologies with the foal of 

strengthening the customer-service provider relationship. For H&M, it would be 

helpful to extend their business to the second- or third- tier cities which has increasing 
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purchasing power by developing online shop in China. This action would also 

supplement the deficiency of the entity shop. At the same time, H&M should pay 

attention to describe more details of their products such as size and color. The 

standard of European size is so different from Chinese, plus the ZARA online shop 

has already made a big mistake on this part and their customers are dissatisfied. H&M 

should notice this point before they decide to open up the online shopping platform. 

Social media holds enormous potential for companies to get closer to customers and 

can be using to connect with customers based on a shared sense of values, while also 

providing tangible value to both the consumer and the company (Baird and Parasnis, 

2011). H&M has already took good use of the social networking channels such Weib 

(like facebook) and Renren(like twitter to publicity themselves and discovered the 

gaps between what they think consumers care about and what consumers say they 

want from their social media interactions with companies. By using these social 

medias, H&M design experiences for delivering tangible value in order to get more 

attention and endorsement from their customers.  

 

Moreover, as H&M mainly opens stores in coastal cities, lots of cities still don’t have 

H&M. H&M expects 2012 will have the biggest expansion and China is one of the 

important markets in this expansion. Different with the past expansion strategy in 

Chinese market, H&M chooses second tier and third tier cities as key expansion 

objects instead of rich and big cities. Since H&M updates products frequently and 

always provides fashionable items for consumers, many consumers are still interested 

in H&M in the midterm development.  

5.3.3 Long term  

● More understanding  

H&M expects 2012 will have the biggest expansion and China is one of the important 

markets in this expansion. Even markets in big cities in coastal area have been 

basically saturated, H&M still focuses on big cities, and they open new stores and 

extend area of the existing stores in 2012. Besides, H&M chooses second tier and 

third tier cities as key expansion objects. Well known tier one city, such as Beijing, 

Shanghai as well as Guangzhou and Shenzhen, well-off cities just across the border 

from Hong Kong and at the heart of the industrial Pearl River Delta. However, these 
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cities only account for 9% of the country’s population, there are many more people 

living in Tier two cities. If set the barrier for a second-tier city at a population of 3 

million and a minimum per-capita GDPs of US$2,000 or more, there are some 60 

cities that are second tier (McMillan, 2011). Market size of second tier and third tier 

city is very big and potential, since second-tier cities are experiencing the fastest 

economic growth in China, primarily because of the expanding middle-class 

purchasing power (DaSilva and Feng, 2008). Moreover, China is a pretty big country, 

people from different part have different customs and culture. Because of style misfit, 

many Chinese consumers returned “Versace for H&M” which is launch by Versace 

and H&M. “XX for H&M” (the collection launched by a big brand and H&M) is one 

of H&M’s marketing strategies to attract more customers and increase their brand 

awareness. However, not only “Versace for H&M”, but also other “XX for H&M” are 

not suitable for Chinese. It will be a huge loss if “XX for H&M” does not work in 

China.  

Customer is one of the most important elements of business model. A good 

relationship between the company and the customer can help the company to gain 

loyalty customers and attract more and more potential customers (Osterwalder, 2010). 

Only company knows their customers, can they have good relationship with their 

customers and provide right products to meet customers’ demand. Loyal customers 

are the biggest source of sales. For better long term development in China, it is very 

important to understand second tier and third tier cities’ consumer behavior as well as 

local retail experience and retail real estate market.  

 

● Quality and Supply Chain problem 

From 2007 to 2012, H&M has been revealed quality problems by Chinese quality 

supervision department at least three times (People’s Daily Online, 2012). Even 

though H&M removed the products, refunded and apologized to public, quality 

problems happened constantly. Not only quality problem, H&M also has been found 

their suppliers not only in China but also other countries, have severe supply chain 

pollution (Frauzel, 2011). Some of H&M’s suppliers in China discharge sewage out of 

limit, which involves toxic substance and leads to server water pollution (Beinecke 

2010). Although H&M did not cause the pollution directly, brand owners influence 

suppliers a lot. Brands owners should realize their social responsibility. H&M claims 
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that they are environment friendly company, but their suppliers actually don’t comply 

with sewage discharge standard. Product recalls tend to cause major consumer panic, 

which is very costly and detrimental to firms s as illustrated by the catastrophic 

consequence (such as lawsuit and bankruptcy) (Heerde et al., 2007). H&M’s image 

will be harmed as well. As customers, we won’t purchase items from a company who 

sells unqualified clothes and causes pollution indirectly. Quality is the most important 

thing for merchandise not to mention clothes are so close to human body and have 

impact on human health directly. Once consumers lose faith in the company, company 

loses customers. These problems will damage H&M’s image and customer 

relationship, and finally they will have bad impact on sales as well.  

 

Effective management of the supply chain has been identified as a key success factor 

in retailing, to the extent that in modern retailing it is the supply chains that compete 

rather than companies (Hines, 2004). For fast fashion business model, efficient supply 

chain management is the crucial factor since it determines if   the products can be 

introduced to market quickly. Supplier is the key partner for H&M and plays an 

important role in H&M’s fast fashion business model. Furthermore, as mentioned 

before, H&M outsources the whole production to suppliers. It’s hard for H&M to 

ensure all the products have good quality. Recent product recalls also suggest that 

manufacturing firms are particularly vulnerable to product defects where goods and 

materials have been sourced via a global supply chain with poor visibility, i.e. lack of 

information on suppliers’ material origins (Tse and Tan, 2011). To change outsourcing 

strategy or increase the supervision intensity of product quality will be really 

important for H&M. All in all, for H&M’s future development in China, quality and 

supply chain problems are urgent to be solved.  

 

● M type consumption 

Affected by China big environment, Chinese economist Xianping Lang indicated that 

apparel industry now is experiencing M type consumption way which is 14% of the 

rich consume luxury, 86% of the poor purchase low-grade product while mid-range 

product consumption is shrinking and this consumption way will last for a long time 

(Freeman and Wen, 2011). H&M exactly belongs to the shrinking part—mid-range 

brand in currently China. As mentioned in the empirical part, those companies whose 
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growth rate exceeded 500%, actually, they are in the shrinking part as well. But sill 

they can achieve good sale performance compared with other local mid-range brands. 

However, they still cannot achieve a high spiritual state, since they lack of dignity. All 

the big brands have unique brand spirit and characteristic, for example, Prada 

represents tough woman and ANNA SUI represents tender princess. The price of 

H&M products is cheap, but it doesn’t mean H&M is cheap. H&M means low price 

fashion, variety, individualized and versatile. Basically, Chinese apparel brands don’t 

have unique brand spirit and dignity, H&M is superior to these local brands. Even M 

type consumption way will be main consumption way in the future; H&M still has 

advantages to capture customers.     

 

● Sustainable consumption  

Inevitably, sustainability which is often paired with corporate social responsibility is a 

primary event of the twenty-first century (Aguilera et al., 2007). The three most 

common meaning of sustainability definition means being an activity that can  be 

continued indefinitely without leading to  harm; doing unto others as  you would have 

them do unto you; and meeting a current generation’s  needs without scarifying those 

of future generations (Fletcher 2008). Currently, more and more western 

environmentalists think fast fashion consumption is not sustainable consumption 

because fast fashion brands, especially those who adopt outsourcing strategy, pay 

little money to suppliers of third countries or low-cost labor countries and drove them 

into an even bad condition. Moreover, fast fashion updates fast and eliminated fast as 

well. Today, consumption pattern is changing; fast fashion consumption may be 

unaccepted by those customers who have high environmental awareness. As for 

Chinese customers, sustainable consumption it’s still a long long term things. Even so, 

this problem cannot be ignored.  
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6. Conclusion  

In the previous chapter, empirical findings were analyzed. In this final chapter will 

present our comment about this research which included general conclusion. At the 

end, further research will be address.   

6.1. Comment  

From previous parts, we found that because of its unique business model, H&M still 

has good sales performance even though they have many problems as we had 

observed from its retail stores in China. However, although H&M has a unique 

business model, they are unable to do everything they want or they declare, as those 

problems would affect its future development in China. We believe the strengths of its 

business model would bring a lot of benefits for H&M in short-term development in 

China. However, in the long term, the weaknesses of its business model would cause 

more problems. How to enhance their strengths and avoid weaknesses, and seize the 

opportunities to become strong enough to compete with their competitors influences 

H&M’s future development in China a lot.  

 

In this study, we found that using the advantage of double-speed supply chain based 

on ICT system and outsourcing, H&M introduced their products to market quickly to 

meet their customers’ demand with a low price. Crossover strategy and best business 

location principle help H&M catch customers’ attention quickly. They provide 

customers with best possible experience, increase brand awareness, and deliver added 

value to their target group at the same time.  

 

H&M understands their strengths and weaknesses helps to achieve success in China in 

a short term. On the other hand, weaknesses will have bad impact on company 

development, so it’s very important for companies to avoid weaknesses or try hard to 

turn the weaknesses into strengths. It is undeniable that outsourcing helps H&M to cut 

the cost as much as possible, but it also brings some weaknesses. For example, they 

cannot ensure products quality. Moreover, H&M chooses a global uniform sales 

method that would result in misfit style problem because even in South China and 

North China, people have different fashion style.  
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After the analysis of external elements, we found the opportunities and threats that 

H&M needs to face in their future development in China. For H&M, they still have a 

huge untapped market in China, but we think it’s bad to over expansion because the 

consuming power in the second and third-tier cities is not as high as that in the coastal 

cities. As more and more international fast fashion brands enter into China, the 

competition would become more intense. Weaknesses of H&M would become clearer. 

H&M may even lose their strength in the long term. It is very important for H&M to 

enhance their strengths, grasp the opportunities, and avoid the weaknesses to reduce 

the threats in the right way to maintain sustainable development in China and improve 

itself and maximize benefits. Compared with Chinese clothing brands, H&M has 

higher brand awareness. Backed up by their agile supply chain, H&M constantly 

provides fashionable products to their customers to keep fresh, which is one of main 

strengths to obtain more market shares. In spite that they have received many 

complaints about messy environment in the retail stores and long waiting time, 

customers still keep on buying their products because fast fashion is relatively new 

thing for Chinese and H&M is such a famous fast fashion brand.  

6.2. Further research 

As we mentioned before, quality problems of H&M have been revealed to the public 

and their suppliers in China have severe pollution problems. Quality is a crucial factor 

that greatly influences customers’ purchase. How to ensure product quality and 

improve supply chain management will be very important for H&M’s future 

development in China. In addition, business model includes lots of aspects. Proposal 

for further research can be to closely study one certain aspect, for example, H&M’s 

supply chain or marketing strategy. Moreover, as Chinese fast fashion brands are on 

the initial stage, H&M’s fast fashion business model will be a good example for them. 

How to borrow idea from H&M to develop Chinese fast fashion will also be 

important to study in the future.   

6.3. Contribution 

There are few studies which focus on H&M fast fashion business model in China 

Hopefully this exploratory study can add something to academic community. Fast 
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fashion business model was created based on the business model and fast fashion 

characteristics, we hope that it would be helpful for the further study of fast fashion 

industry. SWOT analysis of H&M business model may give general overview of 

Chinese fashion market for those fast fashion brands who want to invest in Chinese 

market. The specific knowledge of China is able to compensate the situation that most 

studies are focus on developed countries. 
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Appendix 2: 
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Appendix 3:  

Country, turnover in 2011 and 2010, and the number of stores in a certain country.             
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Appendix 4: 

 2011 average salary of regions in China 

 

Source:  http://www.chinadaily.com.cn/china/2012-

07/06/content_15555503.htm 
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Appendix 5: 

Interview questions with YueMing & ZiYun Xie 

1 How often your company updates products? 

 

2 How long it takes from design and production to transportation to shelves in 

Chinese traditional clothing companies? 

 

3 When products will be taken off and how to deal with these products? 

  

4 How finished products are transported to stores? And how much time you need? 

  

5 How often you change the poster and window display of your physical store? 

  We will change them around one month.   

 

6 Stock quantity of new product? 

 

7 Do you think the entrance of these fast fashion brands, H&M, ZARA, UNIQLO, 

have a big impact on traditional Chinese clothing industry? 

  

8 What do you think of fast fashion? 

 

9 Compared with fast fashion, what do you think the strength and weakness of 

Chinese clothing brands?  

 

10 Is there anything that designers need to consider when they design for Chinese?  

 

11 What do you think of Chinese fashion? And what is the fashion tendency? 

  

12 What collections your company has? And which kind of styles your company 

prefers? 

 

13 How your firm controls product quality and costs? 

 

14 Are your products produced by your own factory or outsourced? What do you 

think about the advantage and disadvantage of outsourcing? 
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Appendix 6: 

Interview questions with Silin Lu & Susanne Löf 

 

1 What is H&M’s target group? 

 

2 How often H&M updates the products? 

 

3 How long it will take from designing to bringing the new products to showrooms?  

 

4 How soon the products would be pulled out of the shelves after they were brought 

into the showrooms? After moved out, how the company deals with these 

products? 

 

5 Compared with other fast fashion brands, what do you think H&M’s advantage is? 

 

6 How many your shop would stock when you got the new arrival? Is it the same to 

all the retail? How to control the quantities? 

 

7 What is H&M’s logistics model? (the process moving the finished products to the 

retail) 

 

8 I heard that H&M has special information and communication technologies to 

make sure the information shared by all retails. Is it true? How does it work? 

 

9 H&M and other similar fast fashion brands win by fast update rate and a small 

number of multi-species, so when some kind of products are sold very well, 

whether or not to reproduce a number of same products? 

 

10 Is there any special rule for the store decoration? How often you will recondition 

it? 

 

 

 

 

 

 


