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1. Introduction:
	After Covid-19 pandemic and all the social distant restrictions have been removed, travels and most of economic activities have been back to normal. However, many enterprises collapse during the pandemic and new competitors at the same time joined to the market. Fashion industry participants in Hong Kong are not just facing local but also from competitors around the world. Thanks to the information technology, people can purchase cloths and apparels not just at the store but also from online shops. This gave a great pressure to the traditional fashion enterprise. As such, the study is aim to examine how one of the well-known enterprise in the fashion industry, Giordano is doing to withstand from the challenge to the market and what could be done to enhance its business environment and what would be the best time to carry out and in order to achieve its Vision- to be the best and the biggest world brand in apparel retailing (Giordano, 2023) and Mission - to make people “Feel Good” and “Look Great”.
2. What is the actual situation of Hong Kong’s fashion industry and its insight.
	Before looking at whether there are any favorable factors for fashion industry in Hong Kong, the assess of the expenditure structure in Hong Kong is required as the amount of expenditure leads to how strong the monetary power can support the fashion industry in Hong Kong.
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Figure 1. Consumption expenditure in the domestic market (CXDM) by clothing, footwear and other personal effects at current market prices (sources: Hong Kong Census and Statistics Department, 2023)
The figure 1 which showed the CXDM and clothing, footwear and other person effects at current market price of Hong Kong for the past 10 years from year 2012 to 2022 extracted from Hong Kong Census and Statistics Department (“HKC&SD”) in nominal value. Although there was a trend showing that there was gradually increase in CXDM, however when looking at the category of “clothing, footwear and other personal effects”, the nominal value was declining.
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Figure 2. Consumption expenditure in the domestic market and clothing, footwear and other personal effects (sources: Hong Kong Census and Statistics Department, 2023)

Also, from the figure 2 which illustrated showed the changes CXDM and clothing, footwear and other person effects of Hong Kong for the past 10 years from year 2012 to 2022 extracted from HKC&SD in percentage. It is interesting to notice that the CXDM has been keep growing except year 2019 and 2020 that Hong Kong was in stringent lock-out due to the outbreak of COVID pandemic; on the other hand, the category clothing, footwear and other person effects had recorded a few years negative growth: year 2014 to 2016, year 2019, 2020 and 2022. This was not a good sign as people in Hong Kong had been spending more on consumption products over the years but clothing, footwear and personal effects did not follow the same trend as the CXDM. This may be due to the fact that the online shop such as Target (Target, 2023) and Taobao, which highly impact the offline shop. Therefore, the major local participant of Hong Kong such as Giordano has to implement some strategies to sustain or win the market.


3. Background of Giordano
	Giordano International Limited (“Giordano”) (stock code: 709) (HKex, 2023) was established in year 1981 as year passed by, Giordano has been growing from garment manufacturer of casual clothing into one of the leading retailers of apparel around the world. Giordano adopts closely with peoples’ nowadays living habit, that is, simple design and maintain a high level of clothing material. (Giordano, 2023). Giordano has been committing to offer outstanding service and quality in order to achieve its goal as in various-market and different-brand strategy.

Nowadays, Giordano has got almost 1,800 stores set up in more than 30 countries, and it has been keep expanding and growing the brand Giordano to continue to provide quality, valuable and customer service, through offering timeless and essential fashion and apparel for all ethnicity, nationality or culture, illustrating Giordano’s brand value “World Without Strangers”. (Giordano, 2023)

4. What environment Giordano has been currently facing.
	Giordano has got multinational markets (Giordano, 2023) around the world and currently facing challenges and it has to understand the which kind of challenges Giordano is currently facing so that measures could be set up in order to tackle the challenges or problems, in this way, Michael Porter’s Five Force model could be an ideal tool to help find out the challenges.
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Figure 3 Michael Porter’s 5 forces model (source: Porter's Five Forces, 2023)
Although Michal Porter’s 5 models had mentioned 5 major powers, there might be different magnitude of “force” which affect Giordano competitiveness. 

4.1 The threat of new entrants
The existence of barriers to entry, economies of product differences, brand equity, capital requirements, access to distribution, absolute cost advantages, learning curve advantages, government policies. This is one of the greatest forces that in Michael Porter's 5 forces towards Giordano. This is because there are plenty of fashion giants such as and according to the Hong Kong Retail Management Association, there are more than 200 members companies are fashion and accessories related (HKRMA, 2023), and non-members are not yet counted. Moreover, unlike other business such as banks that was licensed and highly regulated by Hong Kong Monetary Authority (HKMA) (HKMA, 2023). Therefore, we can deduce the entry barriers for the fashion and accessories industry was not high and people (or investors) can enter this market easily.

4.2 Suppliers power
Suppliers becomes powerful when they can manipulate the prices of their merchandise and could provide relatively low-quality merchandise. Moreover, if the suppliers are the only suppliers who could supply a particular product or service, then they are of with supplier power. This might give pressure in switching cost when the company decided to change its suppliers in this way. (Porter’s Five Forces, 2023)
Therefore, if there are more suppliers you could choose from, the higher possibilities the switching cost can be lower, and vice versa. And higher switching cost will impact your profitability.
Giordano had fulfilled customers’ wants with well controlled supply chain and link up different its departments, such as warehouse, manufacturing department, supplying, and last but not least sharing ordering information and spread to designated stores. (Giordano International Limited, 2022). Due to enhanced arrangement of resources, the related expenditure were reduced and enhanced its efficiency. At the end of financial year 2022, Giordano has got 145 different suppliers around the world including China, South-East Asia, Europe and other countries of the world.

4.3 Customer (buyer) power
When number of buyers is low, and they can choose from different alternatives then the customers has got the buyer power to the company. The customers can switch easily to a newer, cheaper or higher quality products or services. When the company deals only with a few customers, customers could have more power. But if the company has got many customers and at the same time the company is the mode market paly, the customer power will be suppressed. (Porter’s Five Forces, 2023)
Giordano International Limited (the “Giordano) and its subsidiaries has been distributing and selling fashion and apparel with its brand and other r licensed brands through an wide network with about 1,800 shops covering more than 30 countries and regions. (Giordano, 2023)

4.4 Threat of Substitute Products or Services
Usually, companies in the same industry would compete with each other by make products that as substitute. When buyers could satisfy their wishes with a other product from an another industry, that would put the enterprise on how top position of that industry and becoming the market maker.
If there are many different substitutes that could play a similar function as the company’s product, then the threat of substitutes would become high. If there are no substitutes that could replace as company’s product, the threat of substitution would be considered as low.
Giordano at the moment opened more that 1800 shops all over the world, and nowadays setting up the on-line shop offering its clothing and fashion products, including all its brands such as Giordano itself. Beau Monde, Silvermark, Giordano Ladies BSX, Giordano Juniors (Giordano, 2023). This action can make the customers on one hand can "touch" the product at the physical shop and on the other hand can purchase on-line with delivery by the customers themselves especially.

5. What measures Giordano has taken to cope with the challenges from the competitors?

5.1 Door-to-Door Delivery
Giordano offered free delivery (only Hong Kong & Macau regions at the moment) for any orders of HKD350 or above or free in-store pick up service, and when the purchases with net amount of less than HKD350, a shipping fee of HKD40 will be charged. The delivery is outsourced by the courier company in order to save the cost (Kearney, 2022).

The courier will ship customers’ order within 2 to 5 working days from the date you placed the order. There may be delay 1 to 2 days if the destination is remote area of Hong Kong and Macau. Orders are usually within normal office hours (i.e. 9 am to 5 pm ) from Monday to Friday. (Giordano, 2023)

Customers purchasing online can also enjoy free collection at Giordano’s stores. 
Member customers only required to provide their phone number and email upon purchasing and they will receive SMS or email when the order arrives at the designated store Giordano, (2023).

5.2 Exchanges and returns
This service is provided when customers spotted any discrepancies and/or physical damage of their purchased products. Except intimate clothing, modified items, all others purchased and picked up within 14 days could enjoy the Exchange or return services. Giordano offered the item could be exchanged with existing items in store or transferred the returned item back to the warehouse through the store. Customers could choose to, with their expenses, send their return and exchange items together with the completed return form to the designated address of Giordano for Exchanges and Returns services (Giordano, 2023).

5.3 Membership
Giordano has set up the WWS Membership program (“the Program”) that Customers can join the Program when spending HKD 1,000 or more in one transaction. After joining the Program, customer could enjoy upto 10% off on all regular-priced items purchased both in the store and online. And customers could earn points on all purchases, and points could be eventually redeemed into cash dollars for customers’ next purchase transactions. 
Under the membership program, customers can enjoy 30% off for all regular priced items purchased in one transaction on their birthday and can even enjoy the promotional price on the birthday offer, whichever is lower.
The members under the Program could obtain points with extra application upon completion of purchases at both store and online by quoting WWS membership number or registered mobile phone number. The mechanism of points earning structure is HKD1 to 1 point and the points availability would be two years; upon redeeming points, members could redeem HKD 1 for every 50 points members have earned. And members could use their membership dollars to redeem up to 30% of the purchase. (Giordano, 2023).

5.4 Crossing-over with different brands of different countries 
Crossover marketing of a company is an innovative marketing methodology. It has become important marketing tool for increasing its market share in vigorous market competition, to improve inter-industry penetration and integration and consequently achieve the brand development. (Xiao, 2021). Giordano has been doing the cross-over marketing by cooperating with different brands from different countries or regions, the examples in the past few months were taken. Locally, in October 2023, Giordano Hong Kong has launched a positive motivation message t-shirt, which the design aims to encourage and inspire those whom are facing bad luck and those who are under high levels of stress, which can lead to anxiety, depression, and other related health issues. (Giordano News release, 2023); Cross-over marketing method has been widely applied in overseas with brands well-known in the regions. In October 2023, Giordano Malaysia has launched the Giordano and ODK MONKEY collaboration campaign, which has been successfully also in Indonesia market. (Giordano News release, 2023); in August 2023, Giordano Singapore had launched its National Day collection, they are all available in both selected branches and online shops in Singapore. The collection included Giordano’s clothing as well as bespoke print-to-order items (Giordano News release, 2023); besides in May 2023, Giordano had kicked start collaborative campaign in Indonesia, featuring the popular television series, FRIENDS. The campaign, an official cooperation with Warner Bros and the Discovery Global Consumer Products, features an impressive range of crew neck tees adorned with classic screen stills, memorable quotes and images from one of the most popular TV series in history, and the products were available in 80 Giordano shops in Indonesia (Giordano News release, 2023); at the same period, Giordano Thailand had also kicked started the Giordano cross-over Harry Potter collaboration with Warner Bros. Discovery Global Consumer Products and those products were available in the selected Giordano stores in Thailand. (Giordano News release, 2023). 

5.5 Online shops
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Table .1: Sales figure of Giordano in year 2021 and year 2022 (source: Giordano Annual reports 2023)
Giordano had established its online sales channel to improved its own sales channels and would also partner with well-established third-party platforms to push up the online business. For Mainland China and South Korea, the online sales contributed almost 40% of total sales and in future Giordano would focus on improving its marginal revenue.
Since the Covid-19 pandemic, Giordano has kicked start communicating with each of the departments from time to time to updating the everchanging situation. Giordano had taken advantages of electronic platforms to reach out more customers, current and potential business partners, and all-levels of staff. It has been exciting to knowing that the management got to know more about the current situation reflected by the staff. 
According to annual report for year 2022, all business segments reported positive sales growth. Offline sales increased by 12.7% despite a 4.5% reduction in stores. After the closure of non-performing store, sales per square foot surged by 16.9%.
Online sales in Mainland China have been continuing to increase. Although the ex-Mainland China online sales growth has slowed down after the easing of social distancing measures, the gross margins were keeping improve.
The wholesales figure had rebounded by 15.5%, mainly due to the sales recovery of our franchised markets. The expansion of the new franchised markets was encouraging.
For Hong Kong and Macau turned from loss to profit for the whole financial year. The turnaround was a result of the closure of the lossmaking stores, rental reductions, increased selling prices and successful marketing. Mainland China The severe movement control measures in Mainland China continued to weigh on our offline and wholesale businesses. Although online sales grew by 9.9%, or 14.2% at a constant exchange rate, it was not enough to cover he decline in overall sales. Taiwan’s performance had improved with comparable-store sales increased by 6.7%. The profit decline was because of the substantial reduce in Covid-related government relief in the sum of HKD8 million.
For Southeast Asia markets experienced a speedy recovery. Their aggregate profits exceeded pre-Covid levels, boosted by successful marketing campaigns and adequate inventory support.
South Korea’s performance was strong albeit the severe Covid-related social distancing. Both offline and online channels reported gradual sales growth, of which the online portion contributed 34% of total sales.
The sales rebound in the Gulf Cooperation Council (“GCC) region continued in 2022 with significant operating profit improvements. The enhancement of brand image drove the growth.

6. The Value Chain analysis
	Value chain framework focus more on operational and processual perspective. It regards the value chain in an all-rounded way including both primary activities such as production and logistics and support activities such as human resources management or accounting.
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Diagram. 1 The Value Chain (source: Eisenreich et al, (2022),)

6.1 Primary activities
From diagram 1 above, the primary activities included inbound logistics, operations, outbound logistics, marketing & sales and last but not least services. However, for primary activities, due to limited external information for operation, operation would not be taken into account for the analysis.

6.1.1. Inbound Logistics
The aggregate percentages of purchases attributable to the Group’s major suppliers during the year are as follows: The largest supplier occupied 33% of the portion, and other five major suppliers contributed 61% altogether. From the Annual Report in financial year 2022 (Giordano Annual Report 2022, 2022).

6.1.2Outbound Logistics
Giordano has also constructed a balanced customer network which could minimized the impact when any single customer had failed to purchase for Giordano. This could be reflected by the percentage of the sales attributable to Giordano that the top five largest customers share not more than 10% of sales in the financial year 2022 (Giordano International Limited, 2022).

6.1.3Marketing and Sales
Giordano from time to time carry out its clothing design cross over with different theme in different geographical area around the world. Giordano achieve this by adopting the custom and festival of the regions that they had established their branches or stores (Giordano International Limited, 2022). According to the Corporate strategies in relation to the section of cross-over with different themes above, the cross-over can help Giordano to effectively extend its penetrating ability into the markets as the cross-over with brands could increase the recognition and stimulate customer’s emotional resonance and loyalty and consequently, Giordano could deal
with challenges from the vigorous market competition with the increasing loyalty of the customers and their penetration into the market (Deng and Xu, 2019). Moreover, Giordano also raised certain discount-marketing with fancy events and festivals. For example, the “Double 11” festival which has become an event for those whose marital status was single, now becoming a theme for Giordano to offer discount when purchasing certain amount; and following will be Christmas, Giordano has been put its stores with Christmas decoration and soon would announce its Christmas sales discount.

6.1.4Services
	For the services, Giordano has been doing Delivery and In-store Collection, Exchanges and returns, Membership (Giordano, 2023) which could enhance the customers experiences from very beginning of product picking up to exchanging alternative products or even return, if any; and now one of the Giordano’s brand Beau Monde had even expanded its delivery network to overseas such as the United States, the United Kingdom, Australia and Canada with expenditure at certain amount with extra HKD1 as “shipment fee” (Giordano, 2023) to facilitate those who had left Hong Kong but still had high “stickiness” to Giordano to purchase its products. 

6.2 Support activities
	Support activities included firm infrastructure, human resource management, technology development and last but not least procurement.

6.2.1Firm infrastructure
	At the end of year 2022 Giordano had got a total number of 1,699 shops across Hong Kong, Mainland China, Macau, Pan-South East regions, Australia, South Korea and GCC region. (Giordano International Limited, 2022), supporting both the in-store and online purchasing. Moreover, the door-to-door delivery service could be supported by the SF Express for delivery service within Hong Kong and Macau regions (Giordano, 2023). And Giordano had also offered the overseas delivery to a number of Western countries so that people who move overseas could purchase Giordano’s products.


6.2.2Human resource management
	Giordano had been investing in training in various aspects included but not limited to sales and customer service, management, planning, and leadership development to maintain a skilled and motivated workforce. Giordano had encouraged younger executives to take up management roles. By doing this, Giordano has kicked start the Management Trainee (“MT”) program since 1990’s and made reform in year 2014 so that after graduation of the MT program, graduates could directly join the mid-management roles (Giordano International Limited, 2022).
Giordano had equipped its staff with the most updated industry information and knowledge, so that they could take up their duties at the highest standards.

6.2.3Technology Development
	Giordano has been implemented reducing paper usage in order to achieve a paperless working environment and at the same time could also reach Giordano’s commercial goals when less paper used meant physical space required and the rental caused could be saved, the paper work could be replaced by information sharing via IT networks, and Giordano took that opportunity to simplified complicated documentation procedures and practices (Giordano International Limited, 2022). Giordano had also implemented paperless campaign into internal human resources processing such as assessment papers, employee timesheets, inspection forms, leave applications, payrolls, surveys, and so on. According to annual report of year 2022, Giordano Singapore had established a customer feedback and evaluation system to enhance the efficiency by creating QR code to submit their service assessment and compliments to the particular staff of Giordano. Such measures could enhance the back-and-forth process and save time for processing and consequently help in improve the effectiveness and efficiency. 
6.2.4Procurement
	Giordano had established a complete supplier quality assurance mechanism, which covers the evaluation and approval of suppliers, quality inspection and supervision, selecting certain important supplier and materials procurement. (Giordano International Limited, 2022) Giordano also proactively promote the sustainable development of its supply chain and co-work with Giordano’s partner to achieve corporate social responsibility in order to provide the public with quality products and services. As such, supply chain management could be always one of the crucial points of Giordano’s quality control system. As of December 31, 2022, Giordano has a total of 145 suppliers, located in different parts of the world including China, Europe, South-East Asia and other countries of the world and diversified suppliers could minimize the risk of failure to supplying constituent parts for manufacturing (Giordano International Limited, 2022).

7. PESTLE analysis
	A PESTLE Analysis is an analytical tool for strategic business planning that provides a strategic framework for understanding the external influences on a business or other form of entity (University of Sydney, 2023). PESTLE is used by enterprise to evaluate the impact derived from external environment might have on a project. It is the consolidation of external parameters into various factor under the several categories of: Political, Economic, Social, Technological, Legal and Environmental (PESTLE) factors.

7.1 Political factors
Political factors relate to government controls and influences over economy or industry. Government factors may be legislation or economic policies. The political environment can affect an industry through a range of factors, including but not limited to: trade tariffs, conflicts, taxation and last but not least fiscal policies (University of Sydney, 2023).
The business environment in 2023 would be less volatile as most regions had ceased social distancing measures derived from Covid-19 and cross-border travels resumed. However, various geopolitical tensions were still affecting global economic rebound. Giordano had been successfully diversified geographical risk and mitigated the potential resultant business risks and therefore political factor was not significant (Giordano International Limited, 2022). 

7.2 Economic factors
The economic environment could affect a company pricing of their products or influence the pattern of how many inventories the company supply to its customers and purchase from its suppliers. When environmental factors were mentioned, usually involved disposable income, economic growth patterns, foreign exchange rates, inflation rate, interest rates, and unemployment rate (University of Sydney, 2023).
Actually, the economic factors of Hong Kong did not do significant impact to Giordano. As per recent reports from Hong Kong Census and Statistics Department, the inflation rate in terms of Composite Consumer Price Index as at September 2023 was +2.0; and unemployment rate was 2.8%; the real Gross Domestic Product was 4.1% (Hong Kong Census and Statistics Department (2023), such economic information was comparatively mild and provide the confidence of consumption although the Best Lending rates as at September 2023 was 5.88% (Hong Kong Census and Statistics Department, 2023), which might hinder the intention for investment.


7.3 Social
Social factors, such as demographics and culture could affect the business environment by influencing purchasing periods, buying habits, and peoples’ lifestyle. Social factors were important as people’s lifestyle and culture could influence how enterprises likely to implement their products and services (University of Sydney, 2023). 
Giordano had done this by penetrating the region’s market through crossing-over popular brand or periodical event of the region (this could refer “Crossing-over with different brands of different countries”) section, so that Giordano could be known by the public in that region and therefore the impact of this factor is not very significant.

7.4 Technology
Technology factors, might have direct or an indirect influence to the industry. As some of the industries like fashion industry might be influenced by technology than others, innovations in technology could change the market environment and consumer purchasing power and habit and buying power (University of Sydney, 2023). 
Giordano had made this reform successfully by implementing the paperless campaign and at the same time reformed the internal process and procedure and made the administration more efficient (this could refer to “Technology Development”). Thus this external factor was overcome by Giordano and the impact derived from this factor would then be minimized.

7.5 Legal
Legal factors, in fact affecting both the internal and external environment of a company, which related to legal and regulatory that can affect the policies, practice and procedures of the fashion industry, those factors might affect the employment, safety and regulations factors (University of Sydney, 2023). 
This did not affect Giordano in its daily operation and prospects as it had put compliance procedures in place to make sure that Giordano compliant to the relevant laws and regulations that are related to the company. The board of directors of Giordano would review and monitor the policies and practices to see if Giordano always operates in compliant with legal and regulatory requirements with safeguard by legal and company secretarial department (Giordano International Limited, 2022).

7.6 Environment
Environmental factors were any factors that related to the environment protection requirements. The environment factors were equally important to fashion industries. (University of Sydney, 2023). 
This industry has been taken up 10% of human-made greenhouse gas emissions and 20 % of global sewage and much energy consumed for the air and shipping sectors combined (Cho, 2021). Giordano, as part of fashion industry, which might create pollution to the environment, it has published its Environmental, Social and Governance Report in its annual report 2022, stated that it has set targets to f mitigating air and greenhouse gas emissions, as well as energy and water usage and control waste generation during business operations (Giordano International Limited, 2022). The continues feedback of Giordano in environmental issues made the general public satisfy its environment practice as well as fulfilling regulators requirement.

8. Balanced Scorecard
	The Balanced Scorecard is a methodology help implementing and managing company’s strategy. It linked up different goals and targets of the company. It can balance financial measures, performance measures and objectives related to all aspects of the enterprise It could be treated as business performance management tool. (intrafocus.com, 2023). It usually involves two aspects and four factors: financial which obviously financial measurement, customer, internal processes and organizational capacity, collectively non-financial measurement.

8.1 Financial
Financials are usually the easiest way to measure and assess. It involves various financial figures such as net profit, return on equity and so on. But upon creating a financial objective, for example, improve Profit, the enterprises like Giordano had to provide milestone as to show how objective could be achieved. By connecting target from the lower levels (project level) objective, the company could understand how to define projects and make investments. (intrafocus.com, 2023). 

8.2 Customer
In the customer aspect, Giordano needs to find objectives and measures customer satisfaction. Management of Giordano has to take a step outside and view the Giordano from the customers’ viewpoint. Understanding what the customers need from the company is of the most important. (intrafocus.com, 2023).

8.3 Internal Processes
For internal processes, objectives and measurements are set so that to determine how well the business is running and whether the products or services conform to what is required. By streamlining internal processes, an organization could minimize cost items which might impact the company like Giordano most (intrafocus.com, 2023).
8.4 Organizational Capacity
For organizational capacity, involves the staff of the company in relation to their performance, their skills, the company culture, and leadership were measured (intrafocus.com, 2023); of course, infrastructure and technology were essential to make the organization success. 

9. Recommendations
	It is noticed that the when Giordano provides the Door-to-Door Delivery, the covering regions only involves Hong Kong and Macau. In fact, this can be expanded to global areas where stores set up. And for in-store pick up service, Giordano should cancel the limit of the least purchase amount HKD350 as the stock has already delivered to the store and staff could hold for whom wishing in-store pick up service to pick up. This could be done upon order received by the computer server and forward to the designated store ordering system. This would involves minor system upgrading and could be done in quarter time and this could greatly facilitate the customer experience. Moreover, for exchange and return service, as Giordano has set the eligibility is at most 14 days after purchasing, the delivery fee could be waived so that customers’ experience would be enhanced; and as per annual report 2022, there were 179 product and service-related complaints and complaints had been resolved by product exchange or communication. (Giordano International Limited, 2022). The actual financial impact derived from return cost should be manageable.
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