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How did you rst come in contact with H&M? Through H&M’s website. | had been
looking at the website ever since | heard H&M was coming to Japan. Why did you
apply for a job here? H&M believes in people, and after | heard about H&M'’s values,
| was very interested in working herédow did you learn to do your job?  We spent

ve days in a classroom in Tokyo learning about H&M's history, values, clothing prese
ation, and much more. What's the best thing about working at H&M?  Teamwork, |
would have to say. | respect all of my colleagues, and my supervisor is fantastic.
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What are you expecting of your job? A wonderful team that makes it fun to

work. It's exciting to meet so many different kinds of customers, too. And then there
are the development opportunities for me and the team. How did you learn to do
your job? | felt welcome, even though there was a lot to learn; | could always count
on help from my colleagues. During the rst few weeks, there was one colleague in
particular who helped me with everything. What's the best thing about working at
H&M? The team, and the many opportunities to develop and take on new challenges.
It is really fun to try new things and meet so many different kinds of people every day.

STEANE KEGERn1956m8RLIN
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How did you rst come in contact with H&M? | grew up with H&M. It was always

my rst choice. Why do you want to work with fashion? Because it's a fantastic

way of expressing your personality. What do you expect from your job? | hope

| can put my creativity in the service of my colleagues and gain new ideas from them
and the customers. | would like to see everybody leave the store with a smile

on the their face. How did you learn to do your job? The introduction was
intense—there was really a lot to learn! Everybody on the team helped out and
provided support, and people told me they appreciated my ideas.
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How did you rst come in contact with H&M? | saw a help wanted sign in the

window and looked them up on the Internet. Why did you apply for the job? | used

to work for Uniglo in London, and | thought H&M would be a good way back into
retail and good for my career. It's very common for people to switch jobs within

H&M, would you like to move on to another job within the company later?

Yes, | hope to become a oor manager next year, and if possible move to a London store.




SUSTAINABILITY

The basic idea of H&M'’s CSR efforts is to succeed

by being a good company. The focus is on
sustainability at every level - including
the environment, social issues, and economics.

aking responsibility for how

our business affects people and

the environment is essential

in order for H&M to continue

growing profitably. The focus
of H&M’s CSR efforts is sustainability at
every level-including the environment,
social issues and economics.

2008 was an important year in the
history of H&M. During the autumn, the
company launched a new sustainability
strategy that means corporate social
responsibility (CSR) is no longer just a
corporate department but an issue for
every employee.

Ingrid Schullstrém is H&M’s environ-
mental and CSR manager. Together with
employees, suppliers and other interested
parties, she works to improve sustainability
both within H&M and throughout the
supply chain.

“Sustainability is a shared respons-
ibility for all the decision makers within
the company”, says Ingrid. “Previously,
sustainability efforts originated in the CSR
department—we took the initiative. We are
developing into more of a support function,
providing expertise and know-how.”

H&M was an early proponent of active
CSR. Ingrid Schullstrém began working
with such issues in 1997. At that time,
her team consisted of a few employees in Stockholm. Today, in
addition to over ten employees at the CSR department in Stock-
holm, almost 80 people work with these issues at the production
offices. To help H&M’s auditors do their work in the field, we
added a brand new position in 2008, hiring an expert on textile
manufacture and its environmental impact.

This year marked ten years since H&M began inspecting
suppliers’ factories.

“Ten years ago, we didn’t know as much about how the
clothes were manufactured”, says Ingrid Schullstrom. “Today we
help by pointing out inadequacies and analysing the causes
of problems. Once we identify a problem, we prefer to allow
the supplier to develop their own plan of action. We are trying to
create partnerships and ultimately get away from an inspections-
based approach.”

INGRID SCHULLSTROM
SWEDISH, ENGLISH, ITALIAN

MANAGER ENVIRONMENT AND CSR

H&M'’s SUSTAINABILITY VISION

The most common material in the H&M range is cotton. H&M
therefore makes a variety of efforts to minimise the negative
impact of cotton-growing on the environment.

Organic cotton is produced with no chemical pesticides or
synthetic fertilisers whatsoever. It is H&M’s goal to increase
the percentage of organic cotton by at least 50 percent annually
compared with the previous year’s goal. A goal that was easily
exceeded in 2008. The total volume of organic cotton produced
worldwide remains small, however.

H&M also collaborates with the WWF and other organisations and
companies in the Better Cotton Initiative (BCI), whose ambition is to
improve conventional cotton-growing around the world.

“The BCI focuses on adapting the principles of better cotton to
local climates and social situations”, says Ingrid Schullstrém.  »
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S ' ST a I -\ Q B I LITY » “Producers may feel a general certification is expensive and
complicated, for example.”

Another important environmental issue is carbon dioxide
V[S[ON emissions and their effect on climate. Improving the efficiency

of transports and energy use provides both environmental and
economic savings. H&M is currently working to replace truck
transports with rail, find more efficient lighting sources and
influence energy-use procedures.

“In 2004, we set the goal of reducing emissions by 10 percent
per krona of sales over the next five years—that is, until 2009.
So far we have outstripped our goal”.

H&M engages in an ongoing dialogue on CSR with a variety
of interested parties. Customers, volunteer organisations and
investors all take part in discussions through face-to-face
meetings, H&M’s website and the sustainability audits we
carry out in accordance with the Global Reporting Initiative
(GRI) guidelines. Partnerships with local labour unions and
volunteer organisations are also important:

“In 2008, H&M was accredited by the US Fair Labor Association,
or FLA, which carries out independent factory inspections and
publishes the results for the public”, says Ingrid Schullstrom.
“This kind of accreditation is proof that we have a robust inspection
system, but the FLA’s expertise is important to us in other ways,
too. They consult with us and provide help on a variety of issues.”

Alongside its own sustainability efforts, H&M supports a variety
of charity initiatives. Education and water issues are among the
focus areas.

To celebrate the 60th anniversary in 2007, H&M established
the Anniversary Foundation, setting aside SEK 60 million in the
name of all of our employees for initiatives to improve the quality
of life in countries where H&M operates. In 2008, the Anniversary
Foundation donated USD 250,000 to Hand in Hand, an Indian
organisation that provides microloans to women wishing to
start companies, and also works to prevent child labour.

Going into 2009, water is one of H&M’s primary sustainability issues.

In June 2008 H&M signed the CEO Water Mandate, a voluntary
initiative that is part of the UN Global Compact scheme. The CEO
Water Mandate consists of a group of companies that have pledged
to work together on issues of sustainable water management.

“By signing the CEO Water Mandate, we are pledging to make
water use in our direct operations more efficient and work with
our suppliers to ensure that they improve the efficiency of both
their water use and their treatment of polluted water. We shall also
publicly report the results of our efforts”, says Ingrid Schullstrém.

Since 2001, H&M has collected over £1 million for WaterAid.

H&M’s CODE OF CONDUCT Every year, H&M designs an exclusive bikini and donates 10

percent of the revenue on each bikini sold to WaterAid’s water
and sanitation projects in Bangladesh and elsewhere.

Putting H&M’s new sustainability strategy in practice will con-
tinue to be a major focus in 2009.

“We will be looking at each individual department to see what
can be improved”, says Ingrid Schullstréom. “The production and
buying departments have already been working on social
issues for many years. Now sustainability will be a shared
responsibility for all of us, something everybody in the company
bears in mind when making decisions” m
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2 H&M,
| AND PEOPLE

Coordinator for the Far East.

ong Kong-based Tobias

Fischer is Regional Co-

ordinator for the Far East

Region, which includes

China, Cambodia, Korea
and Indonesia.

Before new suppliers can begin working
with H&M, they have to sign on to the Code
of Conduct (see box page 38). And they
have to mean it. Nearly 80 H&M employees
work full-time verifying that the Code is
being respected.

“Suppliers don’t usually know when the
auditors will come”, says Tobias Fischer.
The auditors check up on issues such as
factory safety, discrimination, wage pay-
ments and various environmental aspects.
An initial visit is followed up every third
or every sixth month for up to two years.
Then the cycle starts over with a new
audit and new follow-ups.

Monitoring compliance with the Code of
Conduct also includes rewarding suppliers
with excellent CSR. Auditors stay closely in
touch with those in charge of ordering at
H&M'’s production offices, keeping them
informed about conditions in the factories.

TOBIAS FISCHER

Respect for the environment and for people are
= fundamental to H&M. One of the people who monitors
compliance with our Code of Conduct is Tobias Fischer, Regional
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OUR RESPONSIBILITY
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“Our auditors report regularly, about once
every other week, on current problems and
potential risks. We record the information
using easy-to-understand systems—with
colour coding, for example. The whole
point is to ensure that the production
offices, which have to make decisions
fast, can understand the situation quickly
and easily.

“Nothing is impossible”, says Tobias,
explaining that CSR work requires
patience.

The quickest route to success is co-
operation.

“We push for what we want, but we
always give the other side a chance to
have their say”, he says. “We don’t just
dictate terms—we help suppliers implement
improvements themselves.”

The long-term goal of the work is to let
suppliers take ownership of CSR issues,
identifying their own problems and
opportunities to improve.

“In a perfect world, CSR would not
exist”, says Tobias. “My long-term goal is
to put myself out of a job” m

SUSTAINABILITY REPORTING

H&M's sustainability report can be

found at www.hm.com/csr. It includes
detailed reporting on the most im-
portant events of 2008 relating to the
environment and social responsibility,
including reports on carbon dioxide
emissions and audits carried out by H&M

during the year at supplier facilities.

REGIONAL COORDINATOR FAR EAST sori 1967
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OUR RESPONSIBILITY

Tobias Fischer talks about wwhat
it’s like to work as an

auditor in Bangladesh

I first came to Bangladesh in May 2000.
The Code of Conduct auditor who pre-
ceded me took me on a hair-raising car
ride to one of H&M’s suppliers south of
Dhaka. The factory wasn’t what I expected.
It was very modern and they did it all:
spun thread, knit, dyed fabric and sewed
t-shirts.

Yet there were problems with issues such
as wage payments, safety and hygiene.
Over the following years I made many
trips back and forth to that factory. During
the early years, we would make a little
progress, but then after a few months,

the problems might be back.

That’s the way it goes, though. Implement-
ing change takes time. You have to have
patience and persistence, and you have

to take pleasure in successes large and
small. Here, I met factory managers who
were willing to listen, who sometimes
made mistakes but were able to admit
them and try again. A rather common
situation.

When | went back to work with the same
supplier in Bangladesh after a few years
in Stockholm, I could see that our meet-
ings, seminars, training projects and
proposals for improvements had finally
begun to have an impact.

Management had installed its own systems
for monitoring safety, working hours
and the working environment. Along
with managers from many other factories,
they had participated in H&M’s Cleaner
Production Programme, which encour-
ages adoption of small, simple measures
that reduce environmental impact and
save energy and money. To recruit and
retain personnel, they had turned to H&M
for help setting up a training centre—they
wanted to follow the same model we used
at our training centre for young textile
workers in Dhaka. Today they are still
one of our bigger and more important
suppliers in Bangladesh m

AND

Quality control of H&M products
is an integral part of the entire
process, from the design stage to the store.

ashion and quality at the best price”
is H&M’s motto—and these are not
just empty words. Tomas Persson is
in charge of quality control at H&M.
“There’s no contradiction in H&M’s

business concept of offering fashion and

quality at the best price”, he says. “It’s an equation that has
to add up. Quality is extremely important. The customers
have to get value for their money. For the customer to feel
satisfied with a product, it not only has to be fashionable,
it has to be durable and work the way it’s supposed to.
It should be safe and stand up to fairly rough use.”

Tomas Persson and his colleagues put together the guide-
lines and standards manufacturers have to follow. At every

VEST € 9.90
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QUALITY

production office, there are quality teams
that monitor compliance. The guidelines
exist to ensure that all H&M products
live up to the toughest standards.

“We update the guidelines regularly,
since our ambition is to constantly
improve our products, and partly because
of changing legislation in the countries
where we sell the products”, says Tomas.
“Since H&M operates in so many coun-
tries with different restrictions and laws,
we always follow the country with the
strictest rules.

“The guidelines cover things like thres-
hold values for pilling, colourfastness or
how much a garment may shrink after
washing. H&M also has a list of restricted
chemicals. Our products must not contain
chemicals that can be harmful to health
or the environment.”

H&M has long maintained a product
policy establishing our ethical and environ-
mental positions. It includes bans on
products including genuine fur or materi-
als from endangered species. In February
2008, a new item was added to the list:
H&M does not accept mulesing, a cruel
procedure carried out on Merino sheep to
prevent fly strike.

How does H&M make sure all these guide-
lines and restrictions are followed?

“Quality control is part of the entire
process, from the design stage right

through until the finished product is
hanging in a store. Over the years, we
have grown more and more proactive. We
engage with quality considerations while
products are still the idea phase.

“First we carry out a risk analysis during
the development stage, where we judge
what is most important to check for a
given product type. Before it goes into
production, we test aspects such as the
product’s colourfastness, tendency to
pill and chemical content. We run different
tests on different types of products,
depending on the properties of the
material, areas of use and function.

“If the test results aren’t approved, we
don’t start production.”

Quality controllers are on site for
production start-up. Before the items are
shipped, additional controls are carried
out. There’s a particular focus on children’s
products, which have to be extra safe.

“The producers follow special procedures
with respect to buttons, for example.
Children’s clothing must not have loose
strings that a child could get tangled in,
and we have a complete ban on the use
of flame retardants in children’s clothing
for health reasons.”

In 2007, the EU passed REACH, a law
regulating chemical use in all products
sold in the EU, due to health reasons. As
part of REACH, the EU published a list of
especially hazardous chemicals in October
2008. Under the law, customers have a
right to be informed within 45 days if
a product contains any of the listed
substances.

“Our basic position is that none of these
substances may be included in any of
our products”, says Tomas Persson.

“Quality work is a living process that
is constantly developing. The goal is to
make our products durable, easy to use,
practical and safe” m

TOMAS PERSSON
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PRODUCT

RECALLS

PRODUCT POLICY

PRODUCT RECALL PROCEDURE

THIS IS THE PROCEDURE FOR PRODUCT RECALL:

QUALITY CONTROL

1963



CONTACT DETAILS

HEAD OFFICE

H & M Hennes & Mauritz AB
Mister Samuelsgatan 46A
SE-106 38 Stockholm

Tel: +46 (0)8-796 55 00

For information about H&M and addresses
of the country offices visit www.hm.com

CONTACTS HEAD OFFICE

ROLF ERIKSEN
JYRKI TERVONEN
ANDERS JONASSON
JONAS GULDSTRAND
ANNA ATTEMARK/MADELEINE PERSSON
ANN-SOFIE JOHANSSON
KARL GUNNAR FAGERLIN
INGRID SCHULLSTROM
SKIRT € 43.90 KARL-JOHAN PERSSON
PER SJODELL
KRISTINA STENVINKEL
NILS VINGE
PAR DARJ
KJELL-OLOF NILSSON
DANNY FELTMANN
ANGELIKA GIESE

DISTRIBUTION POLICY
H&M Annual Report 2008 is divided into two
parts; H&M in words and pictures 2008 and
H&M in figures 2008 including the Annual
Accounts and Consolidated Accounts. H&M
will distribute the printed version of Part I and
Part II to shareholders who have specifically
expressed interest in receiving the printed
version. Part I and Part II are available at
www.hm.com
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