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CSR PRACTICE IN THE CLOTHING INDUSTRY.
THE EXPERIENCE OF H&M AND ZARA

Introduction

In today’s world the expectations of consumers toward corporations are con-
stantly growing. The Friedman doctrine, stating that the only social obligation of
a business is to increase its profits!, no longer attracts as many proponents as it
used to attract in the past. More customers than ever seek brands that support
greener, more sustainable lifestyle’. As a result, the concept of corporate social
responsibility (CSR) has been gaining considerable attention in recent years. In-
volvement of enterprises in CSR activities not only pleases the customers and
positively impacts various aspects of a company’s performance, but it can also
positively affect the future of societies®. Some industries are more pressured by
the public to engage in CSR than others. One of such industries is the clothing
industry*. Recently put under scrutiny by the public inter alia for exploiting cheap
labour force, the clothing industry is undergoing a major change, trying to be-
come more environmentally conscious®.

The purpose of this paper is to explore the engagement of clothing industry in
corporate social responsibility through the practice of two major international
clothing brands: H&M and Zara. The principal technique of inquiry is a content
analysis — the article draws on existing research on the topics of CSR and the
clothing industry, as well as the CSR reports of the aforementioned clothing
brands. The objectives of the article are to analyse what challenges brands operat-
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ing in the clothing industry currently face and what some of the most popular
CSR initiatives are.

1. The quintessence of corporate social responsibility

Definitions of CSR

Corporate social responsibility is a widely popular concept, and various defi-
nitions were proposed in order to try to describe it®. According to P. Frankental,
corporate social responsibility is difficult to clearly define, because it is a constant-
ly evolving concept, originating as early as in the Victorian era, when companies
were trying to consolidate their relationship with the neighbouring communities
through various philanthropic endeavours’. An example of this can be found in
Britain, where in the aftermath of the Industrial Revolution prominent business
leaders started building factory towns, aimed at providing workers and their
families with affordable housing and other amenities (Bourneville — founded by
G. Cadbury in 1879, Port Sunlight — founded by W. Lever in 1888)%.

One of the most popular current definitions of CSR was proposed by the
European Commission (EC). The EC defines corporate social responsibility as
“the responsibility of enterprises for their impact on society”’. Companies can
engage in CSR either by “integrating social, environmental, ethical, consumer,
and human rights concerns into their business strategy and operations” or by
“following the law”'°.

T.M. Jones proposes a slightly different explanation, describing corporate so-
cial responsibility as a notion that “corporation have an obligation to constituent
groups in society other than stock-holders and beyond that prescribed by law or
union contract”'!. Therefore, the decision of a company to be socially responsible
should be a voluntary one, not enforced by the government, or a union. A com-
pany should feel duty not only to its stockholders, but also to various societal
groups, such as the company’s employees, suppliers, customers, as well as the
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neighbouring communities'?. A. McWilliams and D. Siegel similarly define CSR
as “actions that appear to further some social good, beyond the interest of the
firm and that which is required by law”, therefore “a company that avoids dis-
criminating against women and minorities is not engaging in a socially responsi-

ble act; it is merely abiding by the law” 3.

Different approaches to CSR

A company can take various approaches to implementing CSR within its
business activities. One of the most popular distinctions in the literature is the one
between the instrumental corporate responsibility and the strategic one. Strategic
approach entails perceiving CSR not just as a “minimal commitment” or an “add-
on” but rather as an integral part of business activity — “a strategic necessity”,
deeply embedded within the firm’s values'®. On the other hand, the instrumental
approach is based solely on benefits — companies engage in CSR initiatives only
because it provides them with certain profits'.

E. Garriga and D. Melé divide the main CSR theories and different approach-
es related to them into 4 main groups: instrumental, political, integrative and
ethical theories'®. In the instrumental theories CSR is perceived as a mere strategic
tool that is used to achieve economic objectives and create wealth for a company.
Corporate decision-making is therefore based on shareholder value maximization
and CSR initiatives are used as a mere instrument of profit. The second group -
political theories include political considerations in the debate on CSR. It is unde-
niable that corporations have a significant power within a society and a political
arena, thus they should exercise this power in a responsible manner. The integra-
tive theories state that businesses should take into consideration social demands
and integrate them, so that it operates in respect of social values. The last group —
ethical theories, focus on the ethical responsibilities that corporations have to-
wards society'”.
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The clothing industry and its current challenges

The clothing industry is an important component of the world trade. Accord-
ing to the World Trade Organization in 2019 the global clothing exports were
equal to over 493 bn USD. In 2019 China remained the global leader, with an es-
timate turnover of 152 bn USD in clothing export'®. Some of the other major ex-
porters of clothing included Bangladesh, Vietnam, India and Turkey. The cloth-
ing industry also plays a major role for the European Union. The sector employs
more than 1.7 million people and generates an approximate turnover of 166 bn
EUR". Since the 1970s the clothing industry has undergone significant restructur-
ing. Thanks to the opening of markets to imports and significant reduction in
trade quotas and tariffs, the supply chains of the clothing industry have become
highly globalized®. Manufacturing clothing is a highly labour-intensive process
and thus it is nowadays mostly transferred to developing countries, where the
workforce is significantly cheaper?'.

The clothing industry currently faces various challenges, the most recent of
them being the ongoing COVID-19 pandemic. Since clothing articles are of non-
essential nature, many customers significantly limited their clothing purchases
while in lockdown — the global demand for clothing decreased by 37% in April
2020, in year-on-year terms*. The clothing industry also had to face supply chain
disruptions, halted production in many countries, and a reduction in service fre-
quency of maritime transport®. Other than the pandemic, there is considerate
pressure of the customers, media and communities for the entire clothing indus-
try to undergo major changes — decrease their environmental impact, produce
greener, more sustainable articles of clothing and improve the working condi-
tions of their employees*. This, however, is not always easy to implement. Since
the production process is often transferred to developing countries, the compa-
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nies are not always able to fully control their supply chain. That is why the cloth-
ing industry is especially sensitive to CSR aspects®.

2 Hennes and Mauritz AB (H&M)

H&M is a global fashion brand with 4,429 stores all around the world, offer-
ing affordable wardrobe essentials, accessories, fashion pieces and workout
wear?. The company was established in 1947 in Vésterds, Sweden, when E.
Persson opened his first womenswear store. In 1947 Hennes & Mauritz was listed
on the Stockholm Stock Exchange, which quickly led to a global expansion of the
company now knows as H&M?". H&M Group includes nine brands: H&M, COS,
Weekday, Monki, H&M Home, & Other Stories, ARKET Afound and Sellpy.

H&M is considered to be one of the most sustainable fashion companies in
the world. The company was ranked 27t in 2020 Global 100 ranking (an index of
the world’s most sustainable corporations), which placed it as the second most
sustainable apparel company in the world®. According to their 2019 sustainabil-
ity report H&M Group was also included in the CDP’s 2019 A List (companies
that are considered to be pioneers for action on climate change), Dow Jones 2019
Sustainability World Index (with the highest score in the industry), Fashion
Transparency Index (where it scored 73% - the highest score of all companies),
Walking the Talk Report (which analyses the sustainability communications and
actions), FTSE4Good Index, Platform Living Wage, and several others®.

H&M's vision is to “lead the change towards circular and climate positive
fashion while being a fair and equal company”? and sustainability is a core value
for the company. H&M Group is trying to lead the change in the global clothing
industry in 3 major areas: innovation (identifying new solutions to social and
environmental challenges), transparency (being open about the remaining chal-
lenges and disclosing product information to customers) and rewarding sustain-
able actions (as to incentivize more sustainable behaviours)’. In 2019 H&M
among many different CSR initiatives achieved 57% recycled or other sustainably
sourced materials, collected over 29,005 tonnes of used garments, reached 97% of
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recycled or other sustainably sourced cotton and launched new sustainable mate-
rials, such as flexible foam partly made from algae biomass, fibre made from cit-
rus peel and fibre made of pineapple leaf. H&M makes sure that its CSR values
are respected throughout the whole supply chain, generating savings for the
company and saving the planet at the same time32.

One of the highlights of H&M'’s 2019 sustainability report includes the
brand’s approach towards the lifecycle of garments. H&M claims that their ambi-
tion is to become “a fully circular business” within the entire value chain®. In the
past the lifecycle of clothing items was linear — clothes were produced, bought,
used and then discarded. H&M is working on prolonging the life of products, so
that instead of being thrown away, they are repaired, refurbished, reused or recy-
cled into brand new items. In order to achieve this goal H&M has undertaken
several initiatives, such as designing more durable products, using the “Clever-
care label”, which encourages washing in lower temperatures and hang drying
clothes, or launching the “Take Care” program, which offers tips on taking better
care of clothes and free sewing services in selected locations*.

3. Zara

Zara is one of the largest international fashion companies in the world. It be-
longs to Inditex group, which in total includes 8 different brands — Zara,
Pull&Bear, Massimo Dutti, Bershka, Stradivarius, Oysho, Zara Home and
Uterqiie. The company was founded in 1963 in Spain, at the beginning producing
dresses and quilt dressing gowns for distribution. In 1975 the first Zara store was
opened, which quickly led to an expansion across Spain and the whole world. As
of today, Inditex group owns 7,000 stores in 96 markets, 2,208 of them being Zara
stores. Zara’s core values include four key elements: beauty, clarity, functionality
and sustainability?°.

Inditex doesn’t publish dedicated CSR reports, instead, their annual reports
underline some of the group’s biggest achievements in sustainability and social
responsibility areas. The group is widely acknowledged for its sustainability ef-
forts. In 2019 Inditex was cited among the leading companies in sustainability
and workers’ rights in the supply chain, according to The Ethical Fashion Report
by Baptiste World Aid Australia. The Dow Jones Sustainability Index listed In-
ditex as one of the most sustainable retail companies. In August 2019 Inditex

32 P, Ksiezak, The CSR Challenges in the Clothing Industry, “Journal of Corporate Responsibility and
Leadership”, 2017, vol. 3.

33 H&M Group Sustainability Performance Report 2019..., s. 37.

3 Ibidem, s. 49.

¥ Inditex website, About us, https://www.inditex.com/about-us/our-story [access: 04.02.2021].

86



signed the Fashion Pact to “combat climate change and the protection of oceans
and biodiversity”**. Moreover, in the 2020 Fashion Transparency Index Zara
scored 43%, which makes it one of the more transparent companies (the average
score equalled 23%)*’.

Inditex states that their aim is to “create value through the design of beautiful,
ethically-produced, high-quality, trend-driven fashion products”, while simulta-
neously maximizing the life cycle of every product®®. The Inditex group is also
committed to achieving eco-efficiency in its offices, logistics platforms, transport
and distribution operations, stores and websites, through reducing the green-
house gas emissions and lowering the energy consumption. People lie at the heart
of Inditex’s day-to-day operations, growth and transformation®’. The company
strives at creating value for all the parties it influences - the shareholders, custom-
ers, employees, suppliers, community and the environment. Zara’s top priori-
ties include bringing attractive and responsible fashion, and at the same
time improving the customer's experience®.

In a similar fashion to H&M Group, Inditex is committed to creation of more
sustainable clothing items. The clothing group uses the Join Life label to distin-
guish garments that were made with sustainable raw materials, using production
processes that are most respectful of the environment. Through the Join Life label
the company tries to limit its environmental impact, boost the level of demand for
sustainable clothing and allow easier traceability*'. What is more, in 2019 Zara in
collaboration with the NGO Water.org launched a fashion collection called Join
Life Care for Water, which included garments produced with a help of technolo-
gies that significantly reduce water usage in production processes. Another ex-
ample of sustainable collection is Denim for Denim, which consisted of denim
garments made out of recycled materials*.

Conclusions
To conclude, the clothing industry currently faces many challenges, such as

the changing expectations of the customers, the pressure to become more envi-
ronmentally conscious and the uncertainty of the future, due to the COVID-19
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pandemic. All of those factors contribute to the growing significance of corporate
social responsibility. Both H&M and Zara engage in various CSR activities — they
strive to shift their production toward recycled and more sustainable materials
and maximize the lifecycle of the clothing products. It is difficult to thoroughly
compare the two companies, considering that their CSR reports vary in structure
and outline different aspects of their business activity. However, among the two,
H&M appears to be more engaged in CSR, treating sustainability as a core value
and focusing its vision on leading the change in the global clothing industry to-
ward more climate-positive fashion. H&M's approach to CSR seems to be more
strategic. Contrastingly, Zara’s approach to CSR appears to be more instrumental
— the company engages in CSR but to a smaller extent, treating sustainability as
more of an add-on. It is important to note that this study is fairly limited, due to
its restricted length and the fact that it only compares the most recent CSR reports
of the two companies. In the future it would be interesting to draw a comparison
of CSR practices of H&M and Zara throughout the years.
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Summary

This article explores the engagement of the clothing industry in the corporate
social responsibility activities. Two major international clothing brands are stud-
ied: H&M and Zara. The method of inquiry is content analysis — the article anal-
yses the existing literature on the topics of CSR and the clothing industry, as well
as the CSR reports of the chosen clothing brands. The first section focuses on cor-
porate social responsibility — the concept is defined and different approaches
toward CSR are presented. In the next section the clothing industry is character-
ized and current challenges for the industry are discussed. The following sections
outline some of the most interesting CSR initiatives undertaken by two interna-
tional clothing brands - H&M and Zara in year 2019. Finally, conclusions are
drawn. Between the two companies, H&M seems to take a strategic approach to
CSR, while Zara’s approach to CSR appears to be more instrumental.

Keywords: clothing industry, corporate social responsibility (CSR), sustainable fashion,
environment, business
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DZIALANIA SPOLECZNIE ODPOWIEDZIALNE W BRANZY
ODZIEZOWE]. DOSWIADCZENIE PRZEDSIEBIORSTW H&M I ZARA

Streszczenie

Artykut podejmuje probe analizy zaangazowania branzy odziezowej w dziatania odpo-
wiedzialne spolecznie. Dwie miedzynarodowe firmy odziezowe zostaty poddane anali-
zie: H&M i Zara. Zastosowana metoda badawcza to analiza tresci — artykul podejmuje
probe analizy literatury naukowej na temat spotecznej odpowiedzialnosci biznesu
i branzy odziezowej, oraz raportéow CSR wybranych firm odziezowych. Pierwsza sekcja
opisuje koncept spotecznej odpowiedzialnosci biznesu. W drugiej sekcji zostata scharak-
teryzowana branza odziezowa oraz zostaty opisane aktualne wyzwania dla branzy. Dwa
ostatnie rozdziaty opisuja wybrane spotecznie odpowiedzialne dziatania firm Hé&M
i Zara. Podsumowujac, podejscie firmy H&M do CSR wydaje si¢ by¢ strategiczne, pod-
czas gdy dziatania CSR Zary wydaja sie by¢ bardziej instrumentalne.

Stowa kluczowe: branza odziezowa, spoleczna odpowiedzialnos¢ biznesu (CSR), zrow-
nowazona moda, srodowisko, biznes
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