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Emerging Markets: Giordano Company
Introduction and Corporate Social Responsibility
    Giordano started in 1981 and is among the leading retailers of clothes and accessories for the men, children, and women.  Its corporate values of the business are five, namely quality, simplicity, innovation, knowledge and service. It has almost 2500 counters in more than 30 countries. Its symptom is full customer responsive (Giordano 2019).
  	  Giordano commits to be a responsible and successful corporate citizen. It is committed to developing positive impacts wherever it transacts business, and also in making sure that the customers only get quality goods and services, and finally a sustainable and robust shareholder’s financial performance. It aims to achieve this by assisting charitable organizations and similar causes. It ensures that the employees in the production sector are treated fairly and respectfully, aiming to at all times achieve the set goals via means that are environmentally friendly.
    Corporate social responsibility (CSR) of Giordano is a simple and short statement. It includes its values, expectations, and purposes. The report helps the foundation to track and improve performance. The performance is enhanced according to the local laws and regulation changes, risk assessments, and trade practices. The company has supported various community projects and causes, and this has made it receive certificates and plaques. According to Giordano’s website (2019) the company has a slogan of living in ‘world without strangers’ and has already launched numerous initiatives all over the globe to help victims of natural disasters and also assisting in support of health organizations. The summary of its CSR statement is non-discrimination in treating all employees equally, safe and healthy employee environment, ensuring environmental friendly business activities, positively impacting the communities where it conducts business, and ethical sourcing (working with only the suppliers with similar principles and values).
How CSR may contribute to a company’s success from the perspective of different stakeholder groups
Economic stakeholders
Economic stakeholders view the progress of the company in terms of economic prowess. When the company makes profits, they consider the company successful and would want to invest more in it. this ensures that their contributions towards the success of the company is stabilized and maintained for the long term. Most companies have proved that corporate social responsibility has positive impacts towards the progress of a company. Most companies have ventured into strategies that that ensure they are well represent in the CSR field. Economic stakeholders like shareholders will invest more in companies to ensure the progress of CSR because they realize that such ventures will increases their returns in the long run. Many companies are today viewed as excessive capitalistic. Their contributions to the social fabric are not viewed in a positive manner. Therefore, many people tend to boycott companies that do not contribute towards the progress of the society. this leaves contributing companies with an edge over those that do not contribute.
Social/ political stakeholders
Social stakeholders have high level of concern in contributing towards corporate social responsibility. For instance, legislators make laws that direct the field of corporate social responsibility. They develop policies that may regulate how companies engage in CSR. political stakeholders represent the people who form the largest part for the society. the people are always in support of CSR because they enjoy the benefits of such initiatives. Therefore, political stakeholders will convince the political world to embrace policies of CSR that will ensure companies are profitable while still maintaining their connection to the people who use their services. There are however differences in the political stakeholder field because of varying political philosophies. These differences limit the any meaningful progress in the formulation of  workable CSR policies. 
Technological stakeholders
Technological inventions contribute largely to the progress of social responsibilities in the society. companies that provide technology will prefer initiatives that drive their contribution right into the social fabric to present them in positive light. There are some technological inventions that may cause negative responses in the society. The society would want to see the positive aspects of such inventions before they are accepted. Technology companies can therefore ensure that all the technological inventions presented meet all the requirements of CRS so that companies are profitable from using the inventions. Technological inventions do not operate in isolation. They rely on multiple interdependent relationships with consumers, employees, communities, investors and regulators. The success of the company will depend on how they incorporate various aspects of technology to support the progress of the company in the light of CSR (Scandelius, & Cohen, 2016).
Community stakeholders
Those who live close to the family have the greatest concerns about the progress of the company. For instance, there are various activities that companies can sponsor in the society as part of their CSR strategies. Community stakeholders prefer companies to invest in such community initiatives to ensure that in the end there is as proper connection between company profits and community progress. Communities prefer companies that engage in social responsibilities like sponsoring projects in the neighborhood and ensuring environmental conservation. If the company engages in such constructive endeavors, they will increase their community preference and increase the number of customers as a result. this drives the profits of a company high because no community will want to witness the fall of a company that is responsible in the community.
Advantages and Challenges of Moving Manufacturing to an Emerging Market
    	An emerging market can be defined as an economy that has not developed enough yet to reach the level of the economy of the first world. An emerging market has various advantages to companies doing businesses in them. The primary advantage is that there is an increased demand for new goods and services. The prevalent population in the emerging market is the people of a growing upper-class. This class of population often tends to buy luxury products that were previously unavailable in that locality. Giordano could benefit a lot in bringing new fashion trends that had not already made way into the market before. Approaching earlier enough will see the company’s brand become a status symbol in the economy.
   	 The other advantage is that it is easier to establish a brand and suppress competition. An emerging market could be virgin territory for the services or goods provided. If Giordano could be the first company to offer the consumers in these markets something new, there are higher chances of acquiring a large share in the market. In the position of being a market leader, or having a place among the top companies in an economy, aids the company to concentrate more on building its brand and making it more known in the developing economy. An emerging economy gives a chance of being a part of developing infrastructure. If the company operates from a single location, it faces a huge risk of suffering when the local economy turns downwards. Doing businesses in various countries help the company to be insulated against the ups and downs turns. The company can always make up for the reduced profits in another place that has higher profits. Dealing in different currencies could also be an advantage because of the fluctuations in dealing in different currencies. The company could also gain prestige if the domestic customers get to know that it has expanded to an emerging market.
   	 A company in an emerging market has a great potential to grow because of the major developments happening. It is easier to identify opportunities in a developing economy than in the already developed economies, as these emerging economies remain in their early expansion stages. Williamson (2015) states that an emerging market could show greater growth than what is achievable in the developed economies. Emerging markets create strong capabilities in the innovation process. These skills would allow Giordano to have a competitive advantage as it has an opportunity to re-engineer processes in ways that will enable it to lower costs in an attempt to meet the low price points that are necessary to be able to serve the new market in the price conscious developing economy. An emerging economy also increases the innovations in the business model, where an existing service or product is produced, financed, sold, and serviced in new ways. Understanding the supply chain in emerging markets helps in different ways; the first key benefit is that it aids in understanding emerging markets dynamics. It also helps in examining the challenges of creating supply chains in emerging markets. It creates capabilities before market penetration and transfers information to the markets that are already developed. It develops frameworks that help in the analysis of opportunities in the emerging markets. Finally, it helps in customizing technology innovation. The emerging markets are the fastest growing economies in the world, and they could boom the equity markets. 
  	  Investing in emerging markets, however, has its risks, the wrong side. No matter how good they might seem in providing new opportunities of investment, the higher expected returns, and diversification benefits, the potential investor, however, need to be aware of certain risks before investing in the emerging economies. The first risk is of the foreign exchange. Stocks foreign investments automatically produce returns in the currency of the locality; this forces the investors to change the local currency into the currency of their country. In trading on foreign land, the foreign currency needs to be used, but the investor has to convert it back into his domestic currency. The currency fluctuations can, therefore, strongly affect the investment’s total return. Take for instance if the held stock increased its local value by 5%, but the real value decreases by 10%, the company will have a net loss of total returns during the selling and the conversion back to the domestic currency (Pinkasovitch, 2018).
    	The next con is non-normal distribution. In the countries where there is a pattern of normal distributions, price derivatives can be obtained from financial models and therefore somehow be used to make an approximately accurate forecast on the future of equity costs. Variance analysis can however not be used in forecasting the securities of the emerging market. This variance can also be as a result of the changes being undergone by the emerging economies, which make it very hard to use historical information in drawing perfect correlations between returns and events.
 	   Emerging economies also cause lax insider restrictions of trading. Although numerous countries claim to have enforced harsh laws against insider trading, they do not prosecute these cases as much. Different forms of manipulation of market and insider trading results in market inefficiencies. The inefficiencies significantly deviate the equity prices from their intrinsic value. The system can, therefore, be put under extreme speculation, and can be controlled heavily by the parties holding privileged information.
   	 Emerging markets also lack liquidity as compared to the already developed countries. The market imperfection caused by less liquid contributes to higher broker fees and a higher level of uncertainties in the prices. Substantial risks face a company that tries to trade in an illiquid market that the current price will not fill the orders they make, and transactions only go through an unfavorable level. The brokers will have to work hard and diligently to get counterparties to trade, and they, therefore, charge high commissions. A company cannot realize the advantages of fast transactions because of illiquid markets.
    Emerging economies also poses difficulties in raising capital, as the banking systems might not be well developed. A poorly developed system of banking will hinder the company in accessing the needed finances required in growing the business of the company (Pinkasovitch 4). The capital attained is usually issued with higher interest rates, and this raises the weighted average cost of money for the company. High weighted average costs of capital results in reduced projects produce returns higher enough to result in a positive net present value. The financial systems in developed economies prohibit companies from working on a higher variety of projects that generate profits.
[bookmark: _GoBack]   	 There also stands an increased risk of bankruptcy; this is as a result of poor checks and balances system and weak audit procedures. According to Pinkasovich (2018), the higher risks in the emerging markets result in bonds that have increased interests, the debt burden resulting from the high-interest rates increases the risk of bankruptcy. There are also uncertainties in regards to the adverse actions and decisions of the government. The political risks are government interventions, increased tax rates, the possibility of violence, subsidy losses, market policy changes, and lack of the ability to control the laws and inflation.
Based upon your answers to (1), (2) and (3), evaluate critically whether or not the company should pursue the proposal? 
Demand
One great driver of a successful business is the increase in demand for goods and services. When there is increased demand for goods and services, there will need to produce more and sell more. Giordano should tap into this new market because of its increased demand. Emerging markets witness an increasing number of middle-class and upper-class shoppers. They prefer luxury goods to cement their increasing status in the society. introducing new products for these markets can be profitable because there will be a ready demand for goods and services. Fashion introductions are highly preferred among people who seek class in society. Giordano has a high chance of making high levels of sales to increase its profits and increase company dominance.
Cost of production
Giordano is in business for the production of profits while minimizing costs as much as possible. The new place of production has been viewed as a strong economic hub characterized by reduce costs of production and increased profits. Many companies have moved in the same direction in recent years. for instance, Apple produces a great number of its produces in areas with low production costs like China. This increased their profits at the end of the day because when they sell the products in the market, the goods are priced very high. Nikon produces most of its cameras in Thailand because of reduced cost of production in that country. This increases the profits that Nikon makes from selling its products.
Giordano must consider this trend in a positive light because it will increase the progress of the company if properly handles. The company should move fast to occupy the new place of production before a formidable competitor enters the same market.  Shareholders prefer the success of companies because it increases the value of their shares.  The shareholders will prefer the move to move production a place where the cost of production is considerably reduced. The idea to move production to a new place will get support from various stakeholders. Giordano should, therefore, pursue the move (Pérez, 2015).
Competition
New markets have reduced competition, unlike established markets. Some new markets lack competition at all making them very advisable for investment. Companies spend a lot to counter competition from an established competitor in established markets. By Giordano investing in this new market, there will be no need for spending much to counter competition. The company will navigate the business environment without a key threat to the success of a business. This increases the rationale for venturing into this new field. The company management should, therefore, venture into the new market.
Giordano has various reasons to invest in the new market. However, the company should be aware of potential challenges that it will need to handle in the emerging market scenario. While these challenges should not discourage the management for moving on with the investment proposal, they should sound alarms that will make the company more careful in how it handles the process.
Currency instability
Emerging markets do not have stable currencies that can be relied upon for business progress. Conducting business in foreign countries will prompt that the company uses the currency of the local company. This increases the risks involved with inflation and currency instability. Companies can invest in such markets and make profits. However, the chances of losing a great chunk of the profits to market issues like inflation are very high in emerging markets. While these factors should not discourage Giordano from completing the move to the new market, it should never prevent the company from taking the risk. The company should develop ways of dealing with currency instability because it will ensure the business venture proceeds successfully. Foreign currency exchange rates can also reduce the profits of companies in emerging markets. Giordano must consider a way of countering such challenges even though often they are external and without the rich of the company (Vernon, 2017).
Emerging markets have instability in growth. Considered the highest growing economies in the world, emerging markets can experience growth fluctuations that can shake a newly invested business. These growth instabilities will reduce the progress of the company if not properly managed. The company should increase its strategies so that regardless of the level of instability in growth in the new market, the general progress of the company is not reduced significantly. 
Political climate
Emerging markets provide profits for new companies but these profits may be wasted if political tensions cause instability. Government regulation can also reduce the profitability of Giordano. For instance, some countries have high corporate tax rates. High tax rate reduces the value of profits.  Giordano can counter these by using its influence on the lobby for the reduction of taxes and the creation of manageable government regulations (Horstmann, & Markusen, 2018).
There are many reasons why Giordano should invest in the new market. There are a couple of reasons why such an investment will experience challenges amidst the profits that the company will enjoy. The challenges and risks involved with the investment can be managed by the company. Giordano should, therefore, make this new business venture and invest in the new market because it may increase the value of the company by increasing its profits and international presence.
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