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Executive summary

Giordano is one of the leading fashion retailers in Hong Kong. It mainly sells casual wear of men, women and children. Since 2019, the business performance has declined and a few branches in Hong Kong has closed down. This project is to understand the company, and analyze from different aspects, so that Giordano can get a 20% sales growth in 2023 through a 9 months marketing plan. 

The project will first utilize situation analysis to understand the competitive advantage of Giordano. Through PEST and Porter’s Five Forces, it will show the external situation of Giordano. By value chain analysis, it will then show the internal operations and characteristics that shape out more of Giordano’s competitive edge. SWOT analysis is the tool to conclude the full picture of Giordano and understand which business area that is doing good currently. 

After understanding the situation around the company, segmentation, targeting and positioning, together with marketing mix, it will present the ways how Giordano can satisfy customer’s need and help to decide the strategic plan. In future development, online marketing is the prevalent trend and only if the business which catch up with the new technology and digital engagement can win in the market. Therefore, the recommendation is suggesting to implement more digital focus in promotional strategies, which are mobile app promotion and enhancement in social media promotion. As building more electronic word-of-mouth and increase the customer loyalty, Giordano will once again become every Hong Kong people’s top choice in casual wear.
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1. [bookmark: _Toc108310404]Introduction 
Apparel retailing industry plays an important role in the economy of Hong Kong because Hong Kong is an international city and it is known as a shopping paradise to the local and the tourists from all around the world. Therefore, it generates a lot of business opportunities. 

In recent years, the value of retail sales in wearing apparel has dropped by 28% in 2021 when compared to 2019 pre-pandemic (COVID-19) time (Census and Statistics Department, 2022). Although Hong Kong economy has performed badly in the past few years, and some physical apparel stores had to close down due to heavy cost of operation, the macro-environment has stimulated the rapid growth in E-tailing and was considered to offer second largest business opportunities in 2022 (HKTDC, 2022). 

Figure 1.1 : Value of retail sales by type of retail outlet
[image: ]
Source: Constructed by author
Giordano Group is an international manufacturing retailer of value-for-money casual wear and first started their retailing business in Hong Kong in 1981. It has 51 branches in Hong Kong (Giordano, 2022). The business includes men’s, women's, and children's fashion apparel and accessories. It has multiple product lines while this project is going to focus on casual wear. Under the decline of Hong Kong’s economy under COVID-19, its business in Hong Kong was poorly performed. According to Giordano Annual Report (2021), it has shown a negative 54% growth in 2021 compared to 2019 in Hong Kong and Macau sub-group analysis. The objective of this project is driving sales growth for Giordano by 20% in 2023.

Table 1.1 Sales of Giordano from 2019 to 2021
[image: ]
Source: Constructed by author 
2. [bookmark: _Toc108310405]Situation Analysis
Below is the situation analysis that helps to understand the internal and external business environments. This model can also help to build Giordano’s competitive advantage in later stage (Blackwell and Eppler, 2014).

2.1 [bookmark: _Toc108310406]  External Analysis 
This part is going to focus on external factors that affecting Giordano through PEST Analysis and Porter’s Five Forces.
2.1.1 [bookmark: _Toc108310407]PEST Analysis 
PEST means political, economic, social and technological sources of change in the macro-environment of Giordano’s competitive position (Sammut-Bonnici and Galea, 2014). It is a method for showing the strategic risks. 

Firstly, from political point of view, Hong Kong has travel restriction since 2019 pandemic, which leads to fewer target customer of apparel products. Returning back to pre-pandemic is unforeseeable so the sales of cosmetic retailing industry have to rely on local customers. However, Hong Kong government has implemented Consumption Voucher Scheme (Consumption voucher, 2022) with a total amount of HKD$10,000 to all eligible person in Hong Kong. It can benefit to apparel retailing industry. 

From economics point of view, according to The Census and Statistics Department (2022), the annual rate of increase of Consumer Price Index (CPI) picked up slightly in 2021 at 1.6 versus in 2020 at 0.3. In addition, the labor cost has slightly increased from 2020 to 2021. The monthly medium cost of labor has increased from HKD$18,400 to $18,700 with 1.6% increment (Consensus and Statistic Department, 2022). This is unfavorable to the apparel retailing industry. 

From social point of view, e-commerce has been growing popularity in Hong Kong. The penetration rate of e-commerce in Hong Kong is 59.8% and is expected to grow to 72.6% in 2024 (Statrys, 2022). Also, social influencers such as key opinion leaders (KOL) and lifestyle bloggers have impact people to purchase online. Besides the convenience of physical stores, people also look for online convenience when shopping. Thus, it is favorable to apparel retailing industry. 

Lastly, from technological point of view, digital wallets make transactions easier online. Hong Kong people are familiar with the digital transaction methods such as PayMe, AlipayHK, Apple Pay, Octopus Card and FPS. This kind of technology has transformed the apparel retailing industry to go online and is favorable to the business. 

[bookmark: _Toc108310408]2.1.2  Porter’s Five Forces 
From the analysis of Porter’s five forces (Grundy, 2006, pp. 213-229), Giordano can see the five competitive forces in the apparel retailing industry of casual wear in Hong Kong. Thus, it can identify the strength and weakness, and the profitability of the business. 

First of all, the threat of new entrants is low and favorable to Giordano. It is difficult to enter the market with such large scale of production and access to multiple channels of distribution. The long company history built up the brand loyalty from its existing customers which is hard to switch. Secondly, the threat of substitute products is small and favorable to Giordano. Simple design casual wear is nearly irreplaceable in everyone’s closet so the treat of substitution is nearly none. Thirdly, the bargaining power of supplier is small and favorable to Giordano. There are many textile companies around the world and the cost for Giordano to change supplier is low as well. Therefore, supplier’s power is small. 

Nevertheless, the bargaining power of buyers is high and unfavorable to Giordano. Buyer’s ability to substitute is high. There is a lot of casual wear from large chain-stores or small shops in the market. For a simple design such as white T-shirt, the product differences between competitor is small. In addition, the rivalry among the existing competitors is high. There is high competition among the key competitors e.g. Uniqlo, Bossini. At the same time, the key competitors are also having strong financial reports. The competitors keep switching business strategies to compete in the market from time to time. 

By assessing the five forces, Giordano is suggested to stay in the market due to the favorable factors are more than the unfavorable factors. Giordano can use its competitive advantages to find a suitable marketing strategy and capture more sales in the market. 

Figure 2.1 : Porter’s five forces model of Giordano
[image: ]
Source: Constructed by author 

2.2 [bookmark: _Toc108310409]Internal Analysis 
It is going to utilize the value chain analysis to identify the internal activities of Giordano and see how it transforms the inputs into outputs. 
[bookmark: _Toc108310410]2.2.1 Value chain analysis 
Value chain analysis can help to formulate competitive advantage for Giordano (Ensign, 2001, pp. 18-42). It can identify the business activities and develop the interrelationship of the activities that create value for the Giordano. 

Giordano outsourced most of its inbound logistic activities. It includes clothing materials handling and warehousing of the clothing products. Giordano has an in-house system to receive and store its customer’s purchase data. For the business operation, it has a well-established shop management in its 51 branches in Hong Kong as well as online store. For the outbound logistics, every retail location has an organized storage to support the daily sales activity. There is also supporting team to manage the sales online to distribute the products from warehouse. Giordano delivers regular marketing activities both in-store and online through promotion by sales force and advertising campaign. It also provides extensive service during the whole customer journey such as product introduction by front line and exchange of products in after-sale.

Looking into the firm infrastructure, Giordano manages finance and planning at corporate level while manages quality management, accounting and legal management at business unit level. Human resource management provides standardized trainings to its employees in order to generate efficient daily operations. From technology development aspect, Giordano has new technology in clothing design, such as “G-motion” in sportswear line (Giordano, 2022), to increase the functionality. It also manages online store and social media accounts from the back end. Giordano obtains some business services in the supply chain through procurement to maintain its business profitability. 

2.3 [bookmark: _Toc108310411]Competitor analysis 
Uniqlo and Bossini are the key competitors of Giordano in the same sector. They are all chain-store company of casual wear in Hong Kong with similar number of branches. By competitor comparison, it shows the outstanding performance of Uniqlo among the 3 companies. Although Uniqlo entered Hong Kong market in 2005, which was later than both Giordano and Bossini, it generated the best sales performance in 2019-2021. Uniqlo Hong Kong reported to have significant year-on-year rises in revenue and profit (Uniqlo, 2021). 

E-tailing and digital promotion has been Uniqlo’s strategic winning factor for the good financial report. Besides official website, it also has its official mobile app for online shopping and accumulating reward points for every in-store purchase. It keeps its customer loyalty through the mobile app and membership reward scheme (Chang, 2015). Uniqlo utilizes social media platforms and key opinion leaders (KOL) to gain electronic word-of-mouth (e-WOM) and influence customer’s judgement on the products (Lee and Youn, 2009). e-WOM can drive online-to-offline (O2O) commerce and bring sales to physical store of Uniqlo (Tsai et al. 2015). 

Table 2.1 : Competitor analysis of Giordano
[image: ]
Source: Constructed by author









Picture 2.1 : Member privilege of Uniqlo Hong Kong and functions of Uniqlo mobile app. 
[image: ]
Source: Uniqlo official website (2022)

Picture 2.2 : Key opinion leaders in Hong Kong which promotes Uniqlo products on youtube. 
[image: ]
Source: Kiki & May’s youtube channel (2022)



2.4 [bookmark: _Toc108310412] SWOT analysis 
By looking at the SWOT analysis (Leigh, 2009, pp. 115-140), it enables Giordano to know the business area that is performing good. 

Giordano has a long history and is maintained as a good brand in Hong Kong. It expanded its business in the last 40 years so it has a vast distribution network. Also, it invented its unique clothing technology (e.g. G-motion in sportswear line) which provides good quality clothing with product quality assurance. However, Giordano has an image of an old company that does not attract the younger generation. It provides clothing with simple design and little variety which makes it not trendy. In addition, it remains to be a relatively higher price compared to the local casual wear chain-store companies.

COVID-19 accelerated the shopping behavior to go online and E-retailing is estimated to keep growing rapidly. Giordano has established its online store which fits the online shopping trend. Also, online marketing has been more popular which may help save the cost of advertising when compared to traditional advertising methods like TV ads. However, competitors (e.g. Uniqlo and Bossini) in the market react quickly to the market needs and trend which makes Giordano look less attractive on repetitive clothing of the same style. Also, COVID-19 travel and social restriction has affected the business of the apparel retail industry greatly in recent years. New competitors (e.g. Uniqlo) in the market can provide good quality clothes with cheaper prices and capture part of the target customers of Giordano.

Table 2.2 : SWOT analysis of Giordano
[image: ]
Source: Constructed by author


3. [bookmark: _Toc108310413]Segmentation, Targeting and Positioning 
Segmentation, Targeting and Positioning can help to understand Giordano’s strategy on how its product satisfies to their customers’ needs and wants (Camilleri, 2018, pp.69-83). Giordano is currently using undifferentiated marketing approach to promote to the widest possible customer base. Undifferentiated marketing means mass distribution and mass media are used to reach the entire market (Dickson and Ginter, 1987, pp.1-10). Giordano tries to market its product to be “must-have”. It markets to obtain the greatest brand exposure. 

Undifferentiated marketing enables Giordano to produce clothes that are needed by a large portion of market. Their product designs for all age, all gender and provides several colors in the same design. It helps to increase large volume sales and lower the cost of manufacturing under mass production. 

Giordano positions itself to provide good quality products which are value-for-money with fairly high price. Comparing to Uniqlo and Bossini, Giordano’s position has the highest price but also with the highest product quality. 

Figure 3.1 : Positioning of Giordano 
[image: ]
Source: Constructed by author 

 
4. [bookmark: _Toc108310414]Marketing Mix Strategy 
Marketing mix includes 4P which are price, product, placement and promotion (Borden, 1964). They help Giordano to focus on the marketing mix and make strategic decisions during marketing planning. 

Price is the amount that the customers are willing to pay in exchange of the product and service (Singh, 2012, pp.40-45). Giordano offers products with affordable but slightly higher price than competitor in the same sector. Customer-value based pricing is used to set the price on the basis of perceived value of the product (Cressman, 2012). Discount is offered in special seasons e.g. Christmas sale and Spring sale. Wide range of payment methods are accepted such as cash, octopus card, Tap&Go and Wechat Pay. 

Product means a physical product and service that a customer is willing to pay (Išoraitė, 2016). Giordano’s product is simple in design and packaging with good functionality (e.g. G-wormer for keeping body warm). It is well known for its delicate and durable material of its underwear. In addition, the brand name of Giordano indicates Hong Kong local design. 

Placement is the area of distribution where the product sell (Doyle, 2012, pp.319-345). Giordano has 29 branches in Hong Kong. Its distribution channel includes both physical stores and online store. Giordano has a Hong Kong official website to sell its products. In addition, it also sells its products in HKTV mall, an online shopping platform in Hong Kong. 

Promotion provides marketing communication with different kinds of product message in order to create positive attitudes in consumers and lead to purchase intention (Novak, 2011, pp.24-25). Giordano has traditional promotion methods such as TV advertising. It also utilizes social media promotional methods such as Facebook (3.4M followers), Instagram (110K followers) and Youtube (7.99K subscribers) to provide product information. 

5. [bookmark: _Toc108310415]Future Developments in the Area of Marketing 
People will be more adapting to the digital world in the future. Through external analysis, it shows that the e-tailing has grown rapidly and people are more getting used to e-commerce and digital wallets. The new technologies have created more business opportunity to Giordano. However, the rivalry in the existing competitors and the bargaining power of buyers are unfavorable to Giordano. By internal analysis, it shows that Giordano has developed its large scale of business so that it can benefit from economy of scale and cost advantage. It also has a systematic management, established the online shop on its official website and HKTV mall, and created its social media accounts on Facebook, Instagram and Youtube. It makes Giordano have the basis to face the trend of utilizing technology in future business. 

Social media marketing and in-house mobile application has been widely used by Uniqlo, who is Giordano’s key competitor. This is the success factor which helped Uniqlo to have a year-on-year sales growth from 2019 to 2021, even under the COVID-19 pandemic challenge. In SWOT analysis, it has shown Giordano’s competitive advantage in its long history brand image and brand reputation on quality clothes. Nevertheless, it has a price disadvantage and less trendy design when compared to its competitors. Additionally, an uncontrollable factor of the pandemic that may have social and travel restriction in Hong Kong which makes Giordano have a challenging business environment. However, online marketing creates new business opportunity to Giordano with lower cost. e-WOM could be a good way to promote products in the future. KOL is the big trend for product promotion and help the business to grow further through e-WOM. 

6. [bookmark: _Toc108310416]Recommendations and Conclusion 
[bookmark: _Toc108310417]6.1 Recommendation
The objective is helping Giordano to drive 20% sales growth in 2023. To achieve the goal, it is recommended to use online marketing to deliver the product information and create customer’s purchase intention. Social media marketing and the development and usage of Giordano mobile app will be the drivers in online marketing. 

Firstly, mobile app promotion will be implemented. It helps to drive more online sales and increase number of memberships. The plan will first start by development and launch of the app. When the mobile app is fully rolled out, it will target to increase the app download rate with new member welcoming vouchers. As the app user rate will keep increasing, the promotional contents will pop out regularly to increase more purchase intention to app users. The app can boost up the online sales further and maintain the sustainable communication with customers.

Secondly, social media promotion will be enhanced. It helps to increase sales both online and offline. To catch up the future trend of KOL promotion, it is going to collaborate with Hong Kong local KOL in lifestyle category (e.g. Trial & Error, or JASON). Through KOL promotion, it helps to educate the customers about Giordano’s quality clothes. Thus, they know how to appreciate and choose the good quality clothes among all the casual wear. Also, the e-WOM will be increased due to the fans base and reputation from the KOL. To increase the audience’s intention to purchase, a KOL special discount code and online first-time purchase discount will be offered.

Picture 6.1: Recommendation of KOL promotion. A new growing Youtube channel called “Trial & Error” in Hong Kong
[image: ]
Source: Trial & Error Youtube channel (2022)



Picture 6.2: Recommendation of KOL promotion – one of the Top 10 Youtube channel in Hong Kong called “JASON”. 
[image: ]
Source: JASON Youtube channel (2022)

Table 6.1 : Marketing content of Giordano
[image: ]
Source: Constructed by author 







Table 6.2 : Table of the monitoring and measurement of the marketing content for Giordano
[image: ]
Source: Constructed by author
6.2 [bookmark: _Toc108310418]Conclusion
In conclusion, Giordano can drive back positive business growth through the change of promotional strategies. Although Giordano has suffered from negative business growth due to the decline in Hong Kong’s economy and the ineffectiveness in existing marketing plan, the perspective is still bright and full of opportunities.

Giordano is a local casual wear brand which most Hong Kong people know. Especially in the older generation, Giordano has become a brand with good product quality in their memory. However, when Giordano is targeting undifferentiated market now, it will be important to promote the product benefits as some younger generation may not aware or some older generation may not remember. 

Online marketing, includes mobile app promotion and social media promotion, will be the winning strategy. Giordano has already established their online shop and social media platform but it might not be effective in driving sales due to outdated promotional plan. With the clear marketing contents, and the measurement and monitoring, it will drive a positive 20% sales growth in 9 months plan. Giordano will once again become every Hong Kong people’s top choice in casual wear. 
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program

1.5 New online member
welcoming digital vouchers

Giordano’s mobile
app.
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Social media
promotion

1.1 KOL promotion

1.2 KOL special discount
code

1.3 Online discount code to
new customer

1.4 Online product
information sharing

Giordano's social
media platforms.
(Facebook,
Instagram,
Youtube)

Increase online sales.
Increase online member base.

Increase online sales.
Increase offline sales.
Educate customers about
Giordano’s quality products.
Increase e-WOM.

Increase brand loyalty.
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