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I. Introduction

The roots of Fast Retailing Co., Ltd returned to 1949 at a roadside menswear shop in Japan (Figure 1).
Today, it has become the third largest private label clothing manufacturer and retailer after Inditex (owner of Zara) and H&M as a fashion brand, and they provide perfect basic clothing based on the concept of LifeWear (ultimate daily wear). Fast Retail Group (Uniqlo) manages all essentials from procurement, design, production to retail, and provides high-quality, affordable clothing. 
Uniqlo is a powerful core brand about 1.9 trillion yen per year under the Japanese Fast Retailing Group. The group takes the best clothing collection as the ultimate comfort experience as its philosophy and strives to differentiate by providing inimitable goods made of high-quality and high-functional ingredients. The source of growth mainly led by Uniqlo is progressively rising from Japan to Greater China, it has expanded rapidly and opened Global total: 2,260 stores (848 stores of the Greater China network which is +80 YoY) as of 31 December 2019. (Fast Retailing, 2019)

Figure 1
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(Fast Retailing, 2019)
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Tallant (2009) claims that “The importance of an organization to develop a vision,

mission, and values is important for strategic direction.” Using Fast Retailing as an

example, discuss about the relationship between “Strategic Direction” and “Vision,

Mission, and Values (VMV) of a company. Strategic direction is assessed through

vision, mission and objectives (Brand, 2012).




1.1 The Vision Statement

Chapman (2004) stated that the goal is to let everyone in the organization understand the strategy, especially how what they are doing will promote overall delivery. The first part of the strategic direction includes determining the company's purpose or organizational vision to align the actions of people throughout the organization. The real vision is very active, and everyone is proud to talk about their organization understanding the vision and putting it into practice. This means that strategic leaders must clearly and realistically state the company’s reason for existence and uniqueness. The statement will then give members of the organization the right to formulate and implement strategies consistent with the company's vision (Rowe, 2001).

David (2011) pointed out that the vision statement answers the question "what are we going to be?” Developing a vision is usually considered the first step of strategic planning, even before formulating a mission statement. Affirms the organization's overall expectations of achieving or wishing to achieve as Fast Retailing Way (FR Group corporate philosophy). (David, 2011)
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The vision statement provides precise goals with a wide-ranging explanation and visual image. Fast Retailing’s vision statement is concise, clear and phrases, each of the above statement can be inspired and motivate people to contribute to Fast Retailing. They integrated their "FR Group" corporate philosophy (FAST RETAILING WAY or FR WAY) in 2008. The reason for formulating this "FR WAY" is to convey the concept of Fast Retailing to the world and let everyone know what kind of mission Fast Retailing has, what values it holds, and what companies it can do. The first title under "FR WAY" is " [image: image6.png]Changing clothes. Changing conventional wisdom. Change the world.



", which is also the goal of Fast Retailing Corporation, hoping to bring the message : "the happiness and satisfaction when consumers wearing a good quality clothing" to consumers around the world "FR WAY" is available in thirteen languages on the official website (Figure 2) which lead the world recognize their corporate philosophy to gain more resonance, and also make consumers willing to enter Uniqlo stores around the world.

 

        Figure 2
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(Fast Retailing, 2019)
1.2 The Mission Statement

According to Hill and Jones (2007), the company's mission describes the company's functions. The important first step in the task formulation process is to define the business of the organization. Obviously, this definition answers these questions. What will we do? What should be these responses guide the formulation of the task. To answer this question, what is our business? From what aspects should the company define its business, who will be satisfied? (Which customer groups), what are you satisfied with? (Which customer needs) and how to meet customer needs? (By what skills, knowledge or unique abilities). 
Dess, Lumpkin, and Eisner (2008) pointed out that an effective mission statement incorporates the concept of stakeholder management, which shows that organizations must respond to multiple groups in order to survive and prosper. Customers, employees, suppliers, and owners are the main stakeholders, but others may also play an important role. When mission statements reflect the organization’s lasting overall strategic focus and competitive position, they also have the greatest impact. The length and specificity of the mission statement scans are also different.
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A clear mission statement describes the values and priorities of the organization. It constantly reminds its employees why the organization exists and the founders' visions when they put reputation and wealth at risk to realize their dreams.

Uniqlo does not belong to the organisation to manufacture custom-made high-end clothes, designer brand-name clothes or traditional clothing. What Uniqlo is doing, it is "LifeWear", this word will be added below Uniqlo's LOGO (Figure 3). It printed from their advertising direct marketing, web pages and even paper bags for packaging. Uniqlo is designs and manufactures for everyone in the world whatever national borders, age, occupation or gender, so that everyone can spontaneously match simple, casual, comfortable and unique clothing according to their own style every day. This is the spirit of Uniqlo "LifeWear".

      Figure 3
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(Fast Retailing, 2019)

1.3 The Values Statement

Hill and Jones (2007) pointed out that in an organizational value study, researchers identified a set of values related to efficient organizations, which help organizations achieve excellent financial performance through their impact on employee behaviour. These values include respect for the interests of key organization stakeholders; interests in the company, claims or interests, and individuals or groups that perform and perform. The study found that high respect for the interests of customers, employees, suppliers and shareholders is related to high performance.
Value statements, also called ethics, are different from vision and mission statements. 
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Uniqlo anticipated that all employees can understand the company's business policy and business philosophy, so that they can better integrate into Uniqlo's corporate culture; the company's overall rational must have a clear expression and their employees will evoke their unique-intentions and why they work here. Among Uniqlo's business concepts, most customer-oriented concepts, followed by staff unity, product and career innovation.

Uniqlo implemented the "Super Star" store manager system in 1999 to change authority and responsibility based on strength and performance (Figure 4). The Super Star store manager holds more power at the highest level and has the consciousness of the operator to lead the operation of the store. For Uniqlo, the store manager is not the company's hands and feet; it is the company's brain and the protagonist of operations. The "Super Star Store Manager System" creates more violent ambitions and incredible income.

     Figure 4
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(Fast Retailing, 2020)
Question 2

Conduct a macro-environmental analysis for Hong Kong casual wear industry and determine the opportunities and threats of the industry.

2.1  Political Factors
Uniqlo is facing the challenge of the continuing Sino-US trade war and social events. Hong Kong's retail industry has recorded a significant decline since mid-2019. According to statistical data from the Census and Statistics Department of the Hong Kong Special Administrative Region, the sales value of the apparel retail industry dropped by 40% on a regular basis from July 2019 to June 2020. During the same period, the number of visitors from Mainland China dropped by 66%, which hit Hong Kong's retail sales. The sharp weakening was mainly due to social events in the second half of 2019. Subsequently, in order to curb the spread of the new coronavirus, strict entry controls were imposed on Mainland Chinese visitors to Hong Kong and Macau in early 2020. The apparel retail business brings greater challenges. Although in December 2019 and early January 2020, the sales deterioration slightly narrowed due to the long-standing demand in Hong Kong, the outbreak of the novel coronavirus that began at the end of January 2020 has affected tourists and local consumption have a major impact. (Census and Statistics Department, HK, 2020)

Although the turbulent market sentiment, the annual sales recorded growth 7.5% in 2019, especially in the Greater China market. Despite the sluggish market in the first half of 2020, the Group's other two major markets, Greater China and South Asia, Southeast Asia and Oceania both recorded growth in sales, reflecting the bright prospects of these markets. The Group has adopted strategic measures to optimize the business operation models. (Fast Retailing, 2019)

2.2 Economic Factors 

The global economic slowdown and the threat of the spread of the new coronavirus epidemic (COVID-19), the government predicts that Hong Kong's GDP will grow by -6% to -8% in real terms in 2020. (HKTDC, 2020)


In August 2020, overall consumer prices fell by 0.4% YoY. The inflationary pressure of Hong Kong's main sources of imports will further decrease, the government predicts that Hong Kong's basic consumer price inflation will be 1.8% in 2020, which is lower than the 2.2% in the last review.


In nominal terms, retail sales fell by 23.1% in July 2020 compared with the same month last year, and in June 2020 it fell by 24.7% YoY.
The labour market remains severe, with the seasonally adjusted unemployment rate from June to August 2020 at 6.1%, the same as the figure from May to July 2020. The cyclical unemployment tends was gradually spreading from industry to industry. (HKTDC, 2020)

It apparently the Hong Kong population is in doubt position for the standard of living to condense their purchasing power according to GPD and wages level is in negative growth, Coupled with the economic turndown in Hong Kong and the deterioration in personal income (Figure 5), the consumer may consider their purchasing desires before spending. However, an aging population has wide-ranging implications for textile industry. (Census and Statistics Department, HK, 2020)
     Figure 5
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If current macroeconomic policy trends persist in the longer run, the Group has adopted offensively approach to embark on the journey toward expansion of stores with bargaining power of their competitors.

2.3 Social/Culture Factors

Nowadays, many consumers will not show a strong awareness in luxurious brand-name products and are moving towards the trend of low prices with high quality products. The main root is that today's adolescents have gradually changed their values ​​on clothing, and they like to choose how to wear according to their own hobbies or lifestyle. Coupled with the economic turndown in Hong Kong and the deterioration in personal income, the disbursement on clothing has diminished, which will affect the development of the Hong Kong clothing industry.

In recent years, a new term "Fast Fashion" has appeared in Hong Kong clothing culture. Fast-fashionable clothing is fashionable, easy, convenient, and low-priced to make consumers wear fashionable every day. The so-called "fast fashion trend" refers to the fact that in order to generate revenue but also create apparel waste. Uniqlo must continue to innovate popular styles with good quality and durable to avoid curtailment on the life cycle of apparel products. 

The orientation influences consumption patterns as a growing trend toward buy the clothing through the online sales channels rather than retail sales channels. Consumers are moving positive attitude towards environmental-friendly apparel products. Consumers change their buying habits and now tend to buy low-price and well-quality clothing products with health function. Generally, consumers once purchased Uniqlo products have a high degree of brand loyalty.

According to the PwC.com 2018 chart illustrated that the four segment of top growth driver in the term of Compound Annual Growth Rate ("GAGR") minus Gross Domestic Product ("GDP"). Apparently, Internet video (6.0%); Internet advertising (4.3%), Video games (2.7%) and Internet access (0.5%) respectively which is instead of relying on the traditional advertising channel (Figure 6)
          Figure 6
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Thus, Fast Retailing continued to implement measures E-commerce to promote their products and to enhance the view counts of its self-operated official e-shop in Hong Kong effectively. In 2019, the Group transformed its e-commerce to a single united global group which has enhanced the delivery efficiency and ensured that product planning would swiftly respond to market demand. Uniqlo is committed to the provision “LifeWear” among consumers. (Fast Retailing, 2019)

Q3. 

Identify the corporate strategy and business strategy proposed by Fast Retailing recently. Evaluate the effectiveness of these strategies based on Balanced Scorecard.

3.1 Market Development Strategy

According to Igor Ansoff Growth Strategy Matrix proposed to distinguish four product/market combinations and corresponding market development strategies with product and market as two aspects to grow revenue or profit. Uniqlo has adopted intensive market development strategy and bearing the medium risk level. This strategic objective is generated by the grouping of existing products to penetrate new geographic markets and consumers. (Ansoff, 1975)
The source of growth mainly led by Uniqlo is progressively rising from Japan to Greater China, it has expanded rapidly and opened Global total: 2,260 stores (848 stores of the Greater China network which is +80 stores YoY) as of 31 December 2019. (Fast Retailing, 2019)

3.2 Best-Cost Provider Strategy

Uniqlo has implemented the best-cost provider strategy to continue using a decent amount of superior material while offer the attractive prices as their competitors to value-conscious buyers. Uniqlo’s product is better quality at lower cost than rivals. This advantage of strategy to attract consumers who want to buy a good quality product but does not want to pay high-quality prices. Since Uniqlo act as a unique expertise in concurrently distribute higher product quality at lower cost with mass customization. It can help my Uniqlo to gain larger market share and quicker on-time delivery than rivals.

Thus, Uniqlo fulfilled various conditions to continue implementation of the best-cost strategy and gain the advantage from it. Included buyer diversity; positioning advantage; resources and competitive capabilities to incorporate appealing features and achieve high quality with excellent customer service at a lower cost than the competitors.

3.3 Value Chain Activities 

According to Michael Porter developed the value chain approach. He illustrates the full value chain, containing the interconnected primary and secondary activities. To satisfy external demands and serve the internal customers’ needs. (Michael Porter, 1980). 

Identifying value activities requires multiple activities that have significant differences in technology and strategy to be independent of each other. Primary activities can be divided into 5 areas: Inbound Logistics; Operations; Outbound Logistics; Marketing and Service. Support activities can be divided into 3 areas: Procurement; Technology Development; Human Resource Management and Infrastructure.

In each type of primary and secondary activities, there are three different types: Direct activities refers to various activities that directly create value for the buyer as parts processing, installation, product design, sales, and personnel recruitment; Indirect activities refers to the various activities that make it possible to continue direct activities, such as equipment maintenance and management, tool manufacturing, raw material supply and storage, and new product development. Quality assurance refers to various activities that confirm the quality of other activities, such as supervision, inspection, testing, verification, adjustment, and rework.
These activities have completely different economic effects and play different roles in establishing competitive advantages. They should be distinguished and weighed to determine core and non-core activities.

3.4 Competitive Advantage

It is the cornerstone of building a competitive advantage. Enterprises engage in various value activities. Although all these activities are necessary for the success of the enterprise, it is still important to identify those value activities that support the competitive position of the enterprise. Therefore, for an enterprise, establishing and strengthening this advantage based on key value activities is likely to succeed. Since value activities are already embedded in the value chain of Uniqlo, if it is compared with other enterprises, it is not difficult to find its own competitive advantage.

The value chain is not a synthesis of some independent activities, but a system composed of interdependent activities. Value activities are connected by the internal links of the value chain. There are links between primary activities between different secondary activities. These links are the way and cost of one value activity and another. The relationship between activities and competitive advantage often come from these links. Uniqlo conducts costly product designs, strict material specifications or strict process inspections may greatly reduce service costs and reduce overall costs.

The connection not only exists within the enterprise value chain, but also exists between the enterprise value chain and the supplier, channel value chain and buyer value chain. The way in which various activities of suppliers and channel buyers are carried out will affect the costs or benefits of corporate activities, and vice versa. Suppliers provide certain product-style services for enterprises. Sales channels have the value chain of enterprise product circulation. Enterprise products represent the outsourcing input of the buyer’s value chain. Therefore, their respective activities and the value chain between them and the enterprise. All kinds of connections will provide opportunities to enhance the company’s competitive advantage.

Uniqlo should pay close attention to the internal and external connections of the value chain. Planning these connections can not only provide unique cost advantages, but also differentiate the organization's products or services from other organizations based on this, which can achieve differentiation. Competitors often imitate a certain activity or behavior of the organization, but it is difficult to copy these links between the value chains.

3.5 Balance Scorecard 

Robert Kaplan and David Norton introduced the balanced scorecard concept.

The balanced scorecard has developed a vital tool for the group's strategic management and plays a significant role in the group's strategic planning and execution. Thus, balanced scorecard uses four indicators are: Financial Perspective, Customer, Internal Business Processes, Learning and Growth to evaluate and guide the performance of the organization. (Robert & David, 1992)

3.5.1. Financial Perspective

This is the inheritance and retention of traditional indicators. First consideration is profit in the balanced scorecard as a commercial organization.

Fast Retailing’s financial indicators are usually illustrate to shareholders relevant to profitability in 2019, such as operating income recorded JPY257.6 billion (+ 9.1% YoY); return on capital recorded JPY983,534 (+8.9% YoY); profit margin recorded 11.2% (0.1 pts YoY); and cash flow recorded JPY1,086 billion (+8.5% YoY) are all such indicators. (Fast Retailing, 2019)

. 

Fast Retailing achieved a significant growth performance in FY2019 which is compared with 2018. The financial result perceived by their investors and shareholders.

3.5.2. Customers 

Financial indicators are the ultimate result of the Group. It depends on whether the company can meet their customers’ desires. Practically, the company will set their objectives in the customer dimension to contrivance "customer first" idea.

Fast Retailing’s customer indicators reflect the performance of business units in target customers and markets, and measurement standards, including customer satisfaction as their customer center responses rose from 420,000 to 700,000 requests and comments via various channels included in-stores, telephone and online chatroom; the total number of 3,589 stores (+ 144 stores) to attract existing and new customers and 7.5% (ranked: 3rd) market share compared with the major global apparel manufacturer and retails as of Aug 2019. (Fast Retailing, 2020).

Fast Retailing comprehend the importance of loyal customer relationships in order to achieve their financial indicators. 

3.5.3 Internal Business Processes 

The company must perform well in order to satisfy customers and shareholders. To improve existing processes or introduce new ones to minizine those cumbersome and inefficient processes.

Fast Retailing’s business managers must establish and implement those key internal processes to form their own advantages. Through these processes, they can demonstrate their customer value propositions, attract and retain customers, such affix radio-frequency identification (RFID) tags; introduce self-checkout machines and reform Ariake Project 2019 by AI technology to meet shareholders' expectations for admirable financial returns. To deliver customer satisfaction, Uniqlo will continuously improve the key areas of activities. 

3.5.4 Innovation and Learning

The first two indicators elucidated the key factors and indicators for the current and future success company. It depends on the talent people to make these indicators become a reality. However, there is a huge gap between the genuine numbers and future goals behind the capabilities.

Fast Retailing requires to continuously improve their employees' technical level, management level, knowledge and experience, which are all indicators embedded the balanced scorecard under innovation and learning. Fast Retailing pursuing revolutionary environmentally conscious production processes and ethical materials procurement, the Group collected 36.57 million items clothing which is donated from customers to deliver for community and reuse the material of paper and plastic fuel. (Fast Retailing, 2019)

Some indicators that are easier to quantify include employee satisfaction, employee retention rate, number of employees trained, time, and so on.

Therefore, the balanced score card states managers that when setting corporate goals, they should start their work from these four angles.

These four indicators allow corporate managers to come out of a single financial perspective and form a more macroscopic and overall perspective. They also provide more referenceable "instruments" for corporate development to ensure the embark on the journey.
Q4.

Propose recommendations for both corporate and business level strategies for Fast Retailing? Analyse how these strategies can be effectively implemented.

4.1 The Economic Environmental Challenges 

Since 2019, the economic environment of the core markets in which the Group operates, comprising Hong Kong and Macau, mainland China and Singapore, has been adversely affected by the Sino-United States trade tensions, the local social incidents in Hong Kong and the global outbreak of the COVID-19 which disrupted a wide range of economic activities and critically affected tourism- and consumption-related sectors, resulting in slower growth or even contraction in retail sales. 

In the second half of the financial year, the Group’s top- and bottom-line performance substantially deteriorated due to the above and measures the Group implemented to better navigate the current climate, such as temporary store closures and reduced store operating hours. Moreover, there has not been a proportionate decrease in the Group’s rental expenditure, with several landlords still unwilling to provide rent concessions despite the current retail environment.

Social distancing, lockdowns, curfews and changing quarantine requirements have created immense challenges for the Group’s retail operations. Moreover, major banks continue to tighten the Group’s credit facilities, and it is difficult to predict whether additional measures will be implemented by the banking sector in future. The Group have implemented several measures to respond to the current challenges the Group face. 

The Group are examining expenditure with a sharp focus on reducing costs and expenses by increasing operational efficiency and streamlining the Group’s business operations. The Group are also adjusting the Group’s buying and inventory levels and are continuously reviewing the Group’s shop portfolio comprehensively and exiting any specific loss-making sectors. Furthermore, as the overall shop rental expenses remain at a very unreasonable level, the Group are renegotiating with landlords across all the Group’s core markets, particularly in Hong Kong and Macau, to seek rent relief and reduction. Where landlords are reluctant to respond reasonably to the Group’s requests, the Group will go ahead and close those shops. 

Despite the Group’s efforts to mitigate the current retail quandary, the new management does not anticipate a solid rebound in overall performance, especially while the COVID-19 vaccine remains unavailable to the public, and the prospect of tourism. The Group expect to continue facing strong headwinds. Thus, there is currently no solid foundation for us to form an optimistic opinion about the Group’s performance for at least an extended period. 

4.2 Enhanced Innovation Technology

Today, the speed, scale, and impact of innovation and disruption make technology an important force that influences business strategies, business decisions, and value-creating models. The challenges posed by the outbreak of new crown pneumonia have prompted enterprises to accelerate their digitalization.

Uniqlo can more actively use of technology after the epidemic is a long-term business strategy. According to HKTDC interviewed 100 Hong Kong companies from 1 June to 8 July 2020 in three broad areas: consumer goods (e.g. fashion, electronics, gifts), consumer services (e.g. tourism, personal finance, catering) and business services (e.g. financial services, creative industries, information technology). The purpose of the survey is to understand the challenges faced by Hong Kong companies in the face of the ongoing outbreak and their prospects. (HKTDC, 2020)

Most respondents believe they must adapt their business strategies to the current "new normal". 38% of the companies surveyed said they were downsizing their businesses. Other measures proposed in the current situation include strengthening the development of the digital sector (69% respondents chose to "develop more online distribution channels", 56% chose "wider online marketing"); and opening new markets (57%) and [3] adopting technology more actively (47%). Figure 7  (HKTDC, 2020) 

          Figure 7
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Technology is a powerful tool for people to continue living and working through online collaboration platforms and video conferencing, shopping with apps and arranging home delivery, and enjoying entertainment through streaming services. Now that fintech is on its feet, far-range medicine, which was rarely talked about before the outbreak, is beginning to receive attention. As businesses adapt to new realities and benefit from the digitalization of work practices and day-to-day operations, they are likely to generate new demands for innovation, data, business analytics, and project management.

Most of the companies surveyed said they understood that technology is a powerful force that can make a huge shift in customer expectations, workforce and the way companies are managed. However, it is not clear how companies should use technology to create value. Many respondents recognized that the integration of the physical and digital worlds has blurred industry boundaries, tangled value chains, and upended traditional value creation models. They have identified initiatives such as digital transformation, addressing cyber threats, creating a smooth customer experience, or adopting new business models, each of which can create value for the business alone. (HKTDC, 2020)

When Fast Retailing's Ariake project is making progress, which aims to renovate the apparel retail industry into an innovative digital consumer retail industry. They are establishing a supply chain using progressive information technology to establish a unified link between Fast Retailing and its partners’ sites. This transformation will minimalize the impact of their business on the environment, create a manufacturing environment that sustains human rights, and safeguard highly accountable procurement. Fast retailing is committed to using the influence of clothing to enrich people lives over the ecosphere and make sustainable culture. Fast Retailing is still ambitious ​​to create true LifeWear by his values (Fast Retailing, 2019). Value statements define the way people behave in an organization. It provides decision-making guidelines.

4.3 Market Development Strategy 

Although Uniqlo has a great advantage in design cost on different styles of a large number of new products, the pressure on production process and technology has caused the operation cost to continue to rise; complex procedures also need more talent to deal with which effect the increase of labour cost. 

The Group reformed the operational processes by “Ariake Project” in 2019, it can optimise their processes and reconsider inbound logistics. The labour cost is shrinking. Uniqlo clearly stated that the implement of e-Commerce and expansion of physical stores are the crucial whereas the expansion of scale has also greatly increased the company's own operating costs. According to Lessig (1973) found that store image is highly correlated with consumers' loyalty to products, and therefore store image is more valued by many companies. Don, Durand & Dreves (1976) defined store image as the sum of attitudes generated by consumers after evaluating their own important attributes of the store. Store image is an abstract and broad concept. Everyone has different perceptions and ideas about store image. Therefore, it is necessary to infer consumers' overall attitude towards store image through individual attributes. Kunkel and Berry (1968) and Zimmer and Golden (1988) also pointed out that store image is often regarded as an important factor affecting customer patronage. Therefore, store image can be regarded as a competitive strategy. After investigating consumers’ perceptions and attitudes towards stores, and comparing their strengths and weaknesses, one can understand the differences in store image. You can also use the influence of the number of stores and the average size of stores to determine the appropriate manufacturer or Strategies in favour of oneself (Voss & Seiders, 2003).

4.4 Enhance Customer Satisfaction
Uniqlo emphasizes the innovation and advancement in the 21st century to produce Uniqlo’s washable AIRism face masks in Sep 2020. It can enhance their brand image and spirit “LifeWear” for everyone. Uniqlo also enhance their product and service quality to meet customer’s needs.
III. Conclusion

The Group will continue to invest resources in expansion of market in the Greater China and Southeast Asia region to drive Uniqlo International growth. In addition, in order to further enhance the leading position of the Group's brand, the Group actively monitor their product and service quality.
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