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1. [bookmark: _Hlk21946731]Introduction
This paper is to evaluate the corporate strategy and business strategy that adopted by Esprit Holdings Limited on its Hong Kong market and to study the effectiveness of them. This paper studies the macro and micro environment of Hong Kong casual wear industry and follows with the evaluation of the strategies that proposed by Esprit recently. Based on the analysis of the items above, there are additional recommended strategies for Esprit in order to improve the strategic performance and the implementation of them. There are conclusions for the company by the findings of the above study.  















2. Macro and Micro Environment for Hong Kong Casual Wear Industry
This chapter studies the latest environment of Hong Kong Casual Wear Industry in aspects of its Macro-environment and Micro-environment. Evans and Richardson (2007) stated that Macro-environmental analysis can identify external factors that affect the business of a firm, an organisation or a country. It can be analysis by using the PESTEL framework which categorizes factors into political, economic, social, technical, environmental, and legal contexts. The factors that effect on the industry and affect the businesses’ profitability and competitiveness. Micro-environmental analysis is defined as small forces within the company or industry that affect its ability to serve its customers and run the business. The resources, suppliers, customers and competitors are the external environments’ factors beyond the control of marketers but influence the marketing strategy to be made.
      2.1 Macro-environmental Analysis 
The political factor is the change in government policy that affects the Hong Kong Casual Wear Industry. Hong Kong Trade & Development Council Research (2018) reported that there is stricter environmental regulations rule established in China in recent year. By the environmental strengthening process, there is additional cost on production for the retailers in fulfilling the nationwide environmental regulation. Therefore, there is a negative impact on the manufacturing factories in China and the Hong Kong retailers. The report showed that more Hong Kong casual wear clothing retailers switched the production line to Southeast Asian countries such as Cambodia, Indonesia, Bangladesh and Vietnam instead of remaining the factories in China. In result, Hong Kong clothing retailers save the cost by moving production line, however the factories in South Asian countries may not be sophisticated enough to produce high-quality clothing and also may not have full capacity to handle the whole production process. Hence, the clothing retailers need to provide more resources on staff training and monitoring at the beginning.
The economic factor includes the climate for business investing. According to the Census and Statistics Department (2019), the Gross Domestic Product (GDP) of Hong Kong in the second quarter of 2019,  increased by 0.5% in real terms over a year earlier, compared with the increase of 0.6% in the first quarter. In the report, the wholesale and retail trades sector dropped by 0.8% in real terms in the first quarter of 2019 from a year earlier, as against the increase of 2.0% in the fourth quarter of 2018.  Due to the slowdown of the global economy from the US and China trade issues and various protesting activities recently. The impact will affect the overall profit of the Hong Kong clothing industry.
Social factor such as shopping cultural that influence on the consumers and how it affects the clothing business. According to Liu (2019), the boutique shopping malls in prime shipping area as such Causeway Bay has higher vacancy rate in the recent year and namely Island Beverley Shopping Centre in Causeway Bay has up to 70 per cent vacancy rate in the past one year. Liu (2019) mentioned some retailers who are not offering product differentiation will easily be replaced by online shopping such as Tao Bao. The greater usage of online marketing by retailers have positive relationship with consumers’ online shopping activity. (Zhang et al, 2017) Consumers can also be influenced by the online celebrities or fashion bloggers from the online shops. Moreover, there is a norm that Hong Kong people’s working hours are long compare to the USA and countries in Europe. Online stores offer convenient service for the consumers who do not have time to visit shopping malls but have time to surf the internet.
Technical factor can be referred to the technology development of Hong Kong clothing industry including production and sales. Technology development benefits both retailers in increase in sales and cost savings from operating costs in long run. For production, retailers may use advanced technology in their plants such as robots to replace  workers. Moreover, Hong Kong lounged smart payment such as AlipayHK, Apple Pay and WeChat Pay, etc. in late 2016. But the consumers have been hesitated about the technology. Law (2018) mentioned that the mobile payment usage in Hong Kong lag behind than China and Sweden as those countries are considered as world leaders in the smart payment. Thus, Hong Kong retailers should keep up with the technology in order not to loss market share to competitors. 
For the environmental factor, Grappi et al. (2017) argued that fashion industry is one of the largest polluters in the world. The environmental damage occurred during the production, distribution and sales. Especially, the toxic water will be produced in the production of textiles. Wasted water might dumped into the rivers. Other than following the environmental regulations required by government, retailers could consider using organic materials such as natural fibres and recycled materials. 
For the legal contexts factor, the paper mentioned above that some retailers shifted the production line from China to South Asian countries, there are some political and legal concerns. The factories can be affected by workers' rights and child labor laws. Also, if there are political issues in those countries may cause delays for retailers in getting shipping on time. 
2.2 Micro-environmental Analysis 
The micro-environmental factors that will be looked at when Hong Kong Casual Wear Industry include resources, suppliers, customers and competitors. 
For the resources factor, Hong Kong Trade & Development Council Research (2018) reported that Hong Kong is considered as a clothing industry sourcing hub including design, marketing, promotion and distribution in the Asia Pacific market. Hong Kong has the advantage that has large resources include the physical such as distribution network and intangible resources such as human resources for sourcing and distribution in the clothing industry. There were 603 established companies and employed 4,027 workers as of March 2018. 
For the suppliers, the raw material suppliers are mostly from Mainland China. From early in 2019, the Renminbi exchange rate has been depreciated. The cost of raw materials and the transportation cost has been lower. That will benefit the whole clothing industry in Hong Kong. 
For the customers and competitors, there are more alternatives for them to buy clothes. Liu (2019) mentioned some retailers who are not offering product differentiation will easily be replaced by online shopping and consumers find cheaper selling price online. The online platform such as Tao Bao will affect the business of Hong Kong clothing retailers. 



3. The Exiting Corporate Strategy and Business Strategy of Esprit
This chapter examines the corporate strategy and business strategy adopted by Esprit recently and evaluate the effective of them. 
Esprit Holdings Limited is a publicly owned manufacturer and retailer. It provides a wide range of products from clothing, footwear, accessories and housewares under the Esprit label. Esprit brand was very popular during 1970s to 1980s. It developed an elegant branding image back then. During the heyday of the company, it had more than 900 retail stores with 1.1 million square meters of retail area in 40 countries worldwide. There were more than 8,500 wholesale locations around the world. It was a well-known internationally fashion brands for young generation during the 1970s to 1980s. The company was listed in Hong Kong with stock code 00330.hk and listed in London in 1998. 10 years later, it generated a record high worldwide sale of around 3.25 billion Euro as of 30 June 2008. However, the sales record can not be sustained after financial crisis in 2008. The sales turn over started to fall follow with the downturn of global economy factor. However, the main reason caused the loss of business was not able to adapt the fast fashion trend like the competitors did. From the past 5 years, Esprit had five straight years of declining in sales. The international competitors outpace Esprit in Asia Pacific area such as H&M, Inditex’s Zara and Uniqlo. Esprit has lost the market share to them. 
In order to bring Esprit back to success and achieve a competitive advantage, a corporate strategy and business strategy should be defined. Corporate strategy is long-term vision to create company value. According to Wadstrom (2019), the corporate strategy is to motivate the employees to produce better outcome to achieve customer satisfaction and to attract investors or potential shareholders in investing the company, ultimately to increase the company’s equity. There are two popular corporate strategies namely as cost leadership and product differentiation. Whereas business strategy is the action designed to achieve the goals and objectives.
In the recent years, Esprit tended to save the business by corporate restructuring, reorganization and cost reduction. According to the annual report of Esprit Holdings Limited (2018), its new five-year plan announced in 2018. In five-year time, the company will close the non-profitable or money-losing retail stores. It can save costs from the rent and the human resources. It also planned to further streamline its operations so can reduce its non-store employees by 40 percent. However, this plan may loss the presence of the brand and it may loss the market share. Also, there will be redundancy payment for employees in the layoff process that should be consider. 
On the other hand, the company sees a potential business opportunity in fast-growing Asia region especially on China. It will open more branches in China to recapture the market share from its international competitors. It aims to rebuild its presence in China by doubling its branches over fiscal year of 2020 to 2030. However, building its presence in the major cities in China namely Shanghai, Beijing and Shenzhen will cost a massive amount of investment. The expansion plan requires high spending on store openings, marketing and maintenance in China. The investment amount may offset the savings in operating expenses from the downside of retail stores in other countries. It may even likely widen its operating losses in one to two years. It is because the decrease in revenue, from having fewer retail branches is poised to decline faster than that of operating costs. Thus, it could lose more money on this strategic change on short term. 
From the latest interim report, Esprit Holdings Limited (2019), it mentioned that the five-year strategy plan started for half a year and it was on track to achieve business growth and profit. It showed the let loss decreased to HKD 1,418M by cost savings from restructuring strategy. However, the sales revenue was dropped by 14% year on year due to the dropped in distribution channels and less customers to visit the stores in respond to weaker in brand image and presence. Hence, the cost reduction strategy is effective for the business in short term. For long term growth, there are more elements should take into consider setting as strategy, such as business model, market positioning, product differentiation. So that, the company will regain market share and stay ahead of the industry. 
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4. Additional Recommendation of Strategies for Esprit 

According to the latest interim report, Esprit Holdings Limited (2019) mentioned that it has around 495 directly managed retail stores, 5,264 wholesales international networks and 19 e-shops including third-party online platform among 40 countries over the world. In applying SWOT analysis to Esprit, the strengths are the strong brand history, well-developed enterprise, a global sales and distribution platform and well-known brand name; The weaknesses are the brand image is too conservative, products are not innovative and limited presence in the online platform; The opportunities are the growing casual wear market, the fast fashion culture and growing earning population in Asia Pacific  namely China. The threats are decrease in customer loyalty and increase in intense competition in the fast fashion market that gives customers options of frequent brand switching and product substitution with local brands in China and Hong Kong.
As mentioned in the annual report of Esprit Holdings Limited (2018), Asia pacific region only generated 12 percent of Esprit's global turnover whereas the rest of the revenue distribution were from Europe. In order to capture the geographic business opportunities, there are additional strategies for Esprit to improve strategic performance and to gain market share in Asia especially in Hong Kong and China.  
As mentioned at above, the company was a well-known internationally fashion brands for young generation during the 1970s to 1980s and it was famous for its elegant brand image. The customers who used to buy Esprit’s products in the 1970s to 1980s grow old to 50 to 60 years old or became senior citizens in Hong Kong. Chao H. et al.  (2018) claimed that fashion for elderly people is an unusual concept in the fashion industry in Hong Kong compared to other foreign countries especially in Europe. Geographically, most of the Group’s business was generated in Europe. Thus, the group should consider some Asian shopping culture. Traditionally senior member like to pass the wealth to next generation, so people at senior stage tend to deduce the spending on household, transportation and person expenses. Thus, the senior people in Hong Kong usually do not have the habit on spending too much for fashion appeal. In the past, people buy clothes when the season changes such as on spring, summer, autumn and winter for consumers to shop back in 1970s to 1990s. But after 2000s, the rise of fast fashion culture makes consumers became fashion lovers and they buy more often than four times a year. Fletcher (2012) claimed that fashion cycles are shorten in 2000s with a rapid turnover of styles provided by fast fashion retailers. People tend to shop for the fashion trends and personal desired instead of what they need. From the annual report of Esprit Holdings Limited (2018), it did not mention the market positioning. The target market and target customers are unclear in Hong Kong and China. Esprit management should consider rebuilding the brand image to attract the customers from younger age group. Since the younger generation are more willing to spend money on fashion in Asia. The first recommended strategy is product differentiation. For the target age group of 18-40 years old in Hong Kong, they demand clothing in more fashionable and trendy style other than long-lasting and comfortable style. Moreover, according to Zhang et al. (2002), the research found that cutting, fabric, colour and style were the most they concern to purchase casual wear for the mainland Chinese consumers. Thus, Esprit should produce trendy fashion items for the Hong Kong and China consumers to replace the comfort, good quality and value for money clothing. The brand message should send out clearly to its new targeted customer. There is a positive impact on the sales from the clear brand message establishment, (Evans and Peirson-Smith, 2018). 
For the group’s Asia expansion strategy, in order to expend the market share in China, opening some big area retail stores may not be a cost-effective way even store-based retailing is an important part of China shopping culture. Based on the security reason, some of the shoppers are interested in the interaction with the store assistant and like to see or feel the product before making a purchase. However, the property price and rental are not cheap among the major cities in China. For a non-profit making company, to open or maintain a large area flagship store in China is not practical. Instead, to open some boutique size retail stores could help to save cost. Also, enhancing the marketing of its e-shop in China could be a solution to gain market share. Customers can feel the products on the store and get the confidence of the brand. Then they can follow with repeat purchase on e-shop. Zhang et al (2017) presented that retailers can be achieving marginal revenue by promoting their products online and exposing updated shopping-related information to their potential customers by email or through social media. Other than that, Esprit should enhance the smart payment awareness namely WeChat Pay, Ali Pay in China. It can be run promotion on mobile wallet payment. There is an alternative way to strengthen its position in Hong Kong and China market which Esprit could consider collaborating with some famous mobile shopping app namely Tao Bao or shopping app from famous department stores such as Net-a-Poter, Mytheresa, Selfriges and Harrods. Due to those stores have a larger pool of customers, so that Esprit could increase the brand awareness by collaborating with those re-sellers. 



5. The Implementation of Recommended Strategies and the Effectiveness

This character to discuss the implementation of the recommended strategy. In order to implement product differentiation while the group is in cost control strategy. The company should set up a designer team by reallocate its existing designers. Instead of investing a lot of money on design and product development, it can set up a special focused design group that monitor the trends by luxury brands and design some clothing similar but in an affordable price for its customers. Petkow (2012) mentioned that competitive assets are the firm’s resources and capabilities and the ability to succeed in the marketplace. The firm’s strategy depends on to develop sustainable competitive advantage over its competitors. Human resource is one of them. For the design, it should design some items that are executive in some region. This could help to draw customers attention to the stores when they are travelling in other cities. Moreover, for some classic items like jackets or coats, Esprit can design different cutting such as Asian fit and European fit. Since Asian woman are more feminine and petite, in order to capture the sales in Asia, Asian fitting design is important. 
From the latest financial report (Esprit Holdings Limited, 2018), found that its resources are limited. It must be creative to allocate the existing resources included tangible and intangible resources and derived knowledge to make more efficient and effective use of their budgets. From the financial point of view, the online marketing promotion requires less capital investments than the traditional expansion plans which is opening lots of high costs retail spaces. Due to both the mobile app store and the online store are already existed and already in operation, Esprit no needs to invent new facilities. It only needs to pay more attention to the online marketing under this business idea. It is more practical as it is under cost control. For the physical channels, Esprit can consider doing franchising in Asia market. It can be enlarging its distribution as well as turnover and can take less risks at the same time when the company has been losing money and market share for few years. This strategy could enhance brand awareness and receive distribution income. In conclusion, Bai, McColl, and Moore (2018) claimed that the success of retailers has shown a strong corporate strategy and corporate culture. Well corporation between different departments in the company can help to build competitive advantages involves taking advantage of distinctive competencies that cannot matched by competitors. 
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