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1. [bookmark: _Toc134054053]Introduction 

This analytical report will provide an overview of Chow Tai Fook's corporate change program, including its goals, strategies, and outcomes. It will examine the company's efforts to streamline its operations, improve its supply chain, and enhance its digital capabilities. The report will explore the ways in which Chow Tai Fook has worked to engage with its customers, build its brand, and differentiate itself in the highly competitive jewellery market. This report will illustrate the ways in which Chow Tai Fook has adapted to the changing landscape of the jewellery industry, and the steps it has taken to position itself for continued success in the future.

[bookmark: _Toc134054054]1.1 Background

Chow Tai Fook is a well-known Hong Kong-based jewellery brand that was founded in 1929. The company has a long and illustrious history, and is known for its high-quality diamonds, gold, and other precious stones. 

Chow Tai Fook has become one of the largest jewellers in the world, with over 4,000 retail outlets in more than 25 countries and regions, including mainland China, Hong Kong, Macau, Taiwan, Singapore, Malaysia, South Korea, Japan, the United States, and Canada.

The company's products range from traditional Chinese gold jewellery to contemporary designs featuring diamonds and other precious stones. Chow Tai Fook is committed to sustainability and responsible sourcing, and works to ensure that its diamonds and other materials are ethically sourced and processed. The company has also been recognized for its corporate social responsibility efforts, including its support for education and environmental initiatives. It is a reputable and well-respected brand that has built a strong reputation for quality, craftsmanship, and innovation in the jewellery industry.

[bookmark: _Toc134054055]1.2 Study Objective 

The objective of Chow Tai Fook's corporate change program was to enhance the company's competitiveness and ensure its continued success in a rapidly evolving marketplace. The jewellery industry has experienced significant disruption in recent years, driven by changing consumer preferences, the rise of e-commerce (Goldmanis et al. 2010), and other technological advances. In order to stay ahead of these digital trends and remain relevant to consumers, there is a need to transform its operations, streamline its processes, and invest in new capabilities.

To achieve this objective, Chow Tai Fook undertook a comprehensive review of its business operations and customer engagement strategies. The company analysed its business strategies, identified areas for improvement, and developed a roadmap for change. The ultimate goal was to create a more agile, customer-centric organization (Galbraith, 2011) that could respond quickly to changing market conditions and deliver exceptional experiences to customers across all channels.


2. [bookmark: _Toc134054056]Strategic direction and the change drivers

Chow Tai Fook's strategic direction is focused on enhancing its position as a leading global jewellery brand through a number of key initiatives. However, the external environment of recent years has changed dramatically which it should address the change drivers. 

[bookmark: _Toc134054057]2.1 Chow Tai Fook’s current strategic direction 

Chow Tai Fook recognizes the importance of digital technologies and e-commerce in the modern marketplace. The company has made significant investments in smart retail applications, including the development of a new online platform and mobile app that allow customers to browse and purchase jewellery online, and the in-store use of digital tools (Figure 1), such as CloudSales 365, Cloud Kiosk, Smart Tray. It has an online-to-offline strategy to succeed in the omni-channel retail environment (Verhoef, Kannan and Inman, 2015). 

Figure 1: Cloud Kiosk in Chow Tai Fook physical store 
[image: ]
Source: Chow Tai Fook, 2022

Chow Tai Fook has been focused on expanding its presence in mainland China market. The company has opened new stores in different tiers of cities in China and has been building its brand through expanding the point of sales (POS) (Table 1). Mainland China market accounts for 93% (Figure 2) of the retail sales of Chow Tai Fook Group in 2022 and the POS in Mainland China has doubled in just 5 years (Table 1). 

Figure 2: Proportion of retail sales of Chow Tai Fook Group in 2022
[image: ]
Source: Chow Tai Fook, 2022


Table 1: Point of Sales (POS) of Chow Tai Fook in 2018 and 2022
	POS Distribution
	2018
	2022
	% Change

	Mainland China
	2449
	5764
	+135%

	Hong Kong
	80
	76
	-5%

	Macau
	19
	19
	-

	Taiwan
	22
	20
	-9%

	Cambodia
	-
	1
	-

	Japan
	2
	1
	-100%

	Korea
	7
	7
	-

	Malaysia
	2
	5
	+150%

	Philippines
	-
	1
	-

	Singapore
	1
	5
	+400%

	Thailand
	-
	1
	-

	United States
	3
	1
	-67%

	Vietnam 
	-
	1
	-

	Total
	2585
	5902
	+128%


Source: Retrieved from Chow Tai Fook’s annual report 2018 & 2022



Chow Tai Fook has always been known for its high-quality traditional Chinese gold jewellery. It has also been investing in product innovation to appeal to a wider range of customers. This includes introducing new collections featuring diamonds and other precious stones, as well as contemporary designs that appeal to younger consumers. It has also been focused on offering more personalized and customized products and services to customers. This includes bespoke jewellery design services, as well as the use of technology to offer personalized recommendations and styling advice (Riegger et al. 2021).

Overall, the strategic direction of Chow Tai Fook is focused on staying ahead of the competition through innovation, personalization, and an unwavering commitment to quality. By focusing on these key initiatives, Chow Tai Fook aims to strengthen its position as a leading global jewellery brand and continue to grow its customer base around the world.

[bookmark: _Toc134054058]2.2 Chow Tai Fook’s major drivers for the change 

Chow Tai Fook group has fallen into the “trap of success” situation where it becomes complacent or overly reliant on its past successes, leading it to neglect the need for innovation and change (Wang, Senaratne and Rafiq, 2015). When Chow Tai Fook achieves a certain level of success from expanding the business in mainland China (Luo and Tung, 2007), it may feel that it has found a winning formula that can be replicated over and over again. However, this mentality can be dangerous, as it can cause the company to become too focused on maintaining the status quo and not open to exploring new ideas and strategies. In addition, the annual report also reflects the potential risk. From figure 3, Chow Tai Fook seems to have a rising trend of retail sales volume from 2018 to 2022. However, the revenue per store and revenue per staff has dropped by 74% and 38% respectively (Table 2). Expansion in mainland China market may not be the winning formula in the future and the strategy needs to be adjusted. 

Figure 3: Chow Tai Fook’s Retail Sales Volume 2018-2022

Source: Retrieved from Chow Tai Fook’s Annual Report 2018-2022 
Table 2: Comparison of Chow Tai Fook’s financial performance in 2018 & 2022
	(In million HKD)
	2018
(Before COVID19)
	2022
(After COVID 19)

	Total store number
	2585 stores
	5902 stores (+128%)

	Total staff number
	29,200 staff
	28,400 staff (-2%)

	Revenue
	$59,156
	$98,938 (+67%)

	Revenue per store
	$38
	$10 (-74%)

	Revenue per staff
	$3.4
	$2.1 (-38%)


Source: Retrieved from Chow Tai Fook’s annual report in 2018 & 2022

From the economic dimension, Chow Tai Fook was just like many businesses around the world has been affected by COVID-19 since 2019 (Craven et al. 2020). Mainland China has occupied its business for 93% but China has rated as most severely affected by the public health and social measure (PHSM) in terms of business (World Health Organization, 2023). In order to help slow the spread of COVID-19, China has implemented lockdowns and social distancing measures, which has resulted in temporary closures of retail stores of Chow Tai Fook. This has led to a significant drop in foot traffic and sales. China's economy has been growing at a slower pace in recent years, with GDP growth rates falling from double digits in the early 2010s to around 6% in recent years (International Monetary Fund, 2023). This also reflects ongoing challenges in areas such as debt, overcapacity, and environmental issues. The economic impact of COVID-19 has led to a decrease in consumer spending, as many people are facing financial uncertainty and are less likely to make discretionary purchases such as jewellery.

From the technological dimension, e-commerce has become the trend of today’s business world. China has the largest e-commerce market in the world, with companies such as Alibaba and JD.com dominating the industry. These companies have developed sophisticated logistics networks and payment systems, and have helped to drive the growth of online shopping in China. China’s online retail transactions reached more than 710 million digital buyers, and transactions reached $2.29 trillion in 2020, with forecasts to reach $3.56 trillion by 2024 (International Trade Administration, 2023). With around 632 million internet users, China is the fastest-growing and largest e-commerce market in the world. It is estimated that China's e-commerce sales make up 3.2% of the country's GDP, this is compared to 2.7% in the US (Asialink Business, 2023). Chow Tai Fook has 93% of the business in mainland China and it is very important to adapt to the e-commerce trend in China and expand its smart retailing strategy. 



3. [bookmark: _Toc134054059]Evaluation of the organizational change

There are change drivers from economic and technological dimensions that push Chow Tai Fook to have a change management for its business. Over the last few years, Chow Tai Fook believed to utilize the “winning formula” of expanding mainland China market in order drive business growth but it has actually fallen into the “Trap of Success”. Chow Tai Fook experiences the stage of “incremental change” which requires change prior to any remarkable change in the technology, demand, preference and economy. It should stay aligned with the dynamic business environment.

[bookmark: _Toc134054060]3.1 Proposal of the change program

The proposed change program is to increase more franchised store and lower down self-operated store; and increase the rate of smart retailing in Chow Tai Fook. Lewin's Three-Step Model is a framework developed by psychologist Kurt Lewin for managing change within organizations (Cummings, Bridgman and Brown, 2016). The change program utilize the 3 steps which are unfreeze, change and refreeze from Lewin’s model (Figure 4). 

Franchise fees and ongoing royalties can provide a source of revenue which can help to fund further growth and development. It allows the business to reduce some of the risks associated with opening new locations, as the franchisee is responsible for the majority of the financial investment and ongoing operational costs (Combs and Ketchen, 2003). Chow Tai Fook captured a great opportunity to expand its business in mainland China and drove an attractive revenue. However, doubling mainland China store in 5 years can cause cost concern. Especially in self-operated store, operating a physical store requires significant investment in rent, utilities, staffing, inventory, and other expenses. These costs can eat into profits and make it difficult to operate the store profitably.  Increasing the rate of franchised store can released the high operational cost. 

An online presence allows the business to reach a wider audience than a physical store alone, as customers can shop from anywhere with an internet connection. Online retailing can be less expensive than operating a physical store, as it eliminates costs such as rent, utilities, and staffing. Chow Tai Fook should expand its smart retailing further. Smart retail applications such as CloudSales 365, Cloud Kiosk, Smart Tray have been utilized in Chow Tai Fook. It well-positioned to expand its omni-channel retailing portfolio. To optimising the smart retail applications to capture business opportunities, Chow Tai Fook need to increase the rate of smart retailing from current 8.4% (Chow Tai Fook, 2022) of the revenue to target rate of 12%. 
Figure 4: Lewin’s Three Step Model
[image: ]
Source: Constructed by author 

[bookmark: _Toc134054061]3.2. Evaluation of the organizational change

Franchising allows the business to expand its reach and open new locations without incurring the entire cost of building and managing those locations themselves (Figure 5). By franchising, Chow Tai Fook’s business can maintain consistent standards across all locations, ensuring that the customer experience is the same no matter where they shop.
Franchise fees and ongoing royalties can provide a source of revenue for Chow Tai Fook, which can help to fund further growth and development. Franchisees are independent business owners, which can create challenges in managing the relationship and ensuring that they operate in accordance with the brand standards. However, a poorly-performing franchisee can damage the reputation of the overall brand, particularly if they engage in unethical or illegal practices. When a business franchises, it gives up some control over how its brand is represented and operated at each location, which can lead to inconsistencies in the customer experience.

Smart retailing often involves lower overhead costs than traditional brick-and-mortar stores, as it eliminates the need for physical storefronts and reduces costs associated with utilities, rent, and staffing (Lerch and Gotsch, 2014). Online retailing provides businesses with detailed data on customer behaviour and preferences, which can be used to improve product offerings, marketing strategies, and customer service. Online retailing offers businesses the flexibility to operate 24/7, and enables customers to shop at their convenience, increasing sales opportunities (Pantano, Priporas and Dennis, 2018). Increasing the rate of smart retailing do no harm to the original business of Chow Tai Fook and this should be considered to expand (Figure 5). 

Figure 5: Retail Network of Chow Tai Fook
[image: ]
Source: Constructed by author


4. [bookmark: _Toc134054062]Assessment of the modern business environment 

The business environment under COVID-19 has been challenging and uncertain. The pandemic has led to significant disruptions to supply chains, consumer demand, and workforce availability, among other things. Businesses across various sectors have been impacted, from small businesses to multinational corporations.

4.1 [bookmark: _Toc134054063]Business environment under COVID-19 pandemic 

Some of the main challenges faced by businesses in this environment. Firstly, the supply chain disruptions. Travel restrictions and lockdown measures have made it difficult for businesses to source materials and products from suppliers, resulting in delays and increased costs. Secondly, there was reduced consumer demand. Consumer confidence has been impacted by the pandemic, leading to reduced spending in many sectors. Some industries, such as travel and hospitality, have been hit particularly hard. Thirdly, workforce disruptions. Many businesses have had to close or reduce operations due to government restrictions or employee illness. Remote work and other adjustments to work arrangements have also presented challenges. Fourthly, financial instability. Many businesses have experienced financial difficulties as a result of the pandemic, including reduced revenue and increased expenses. Some have had to lay off employees or even shut down entirely. However, the pandemic has also created opportunities for some businesses, particularly those in the digital and e-commerce sectors. The shift to remote work and online shopping. 

4.2 [bookmark: _Toc134054064] Assessment of the stability in business environment


If Chow Tai Fook does not have a change management in the business, it may be at risk of losing out on potential customers and revenue. With more consumers turning to online channels for their shopping needs, companies that have little online presence may struggle to remain competitive in their market. It may have reduced customer reach and may be limited to a local or regional market. Also, there will be limited marketing opportunities. Online channels provide businesses with various marketing opportunities, such as email campaigns and social media advertising. Without an online presence, a company may have limited marketing options. If Chow Tai Fook does not adapt to these changes, it may struggle to stay relevant in the long term.

Continuing in expansion of self-operated store in mainland China without change of strategy could create increased financial risk to Chow Tai Fook. Expanding a business can be costly, and if the expansion does not generate sufficient revenue, it can lead to financial instability and increased debt. Expanding too quickly can put a strain on a business's resources, including its employees, equipment, and supply chains. This can lead to reduced efficiency and productivity, and may ultimately impact the quality of the products or services offered. Over expansion can distract a business from its core competencies and values, leading to a loss of focus and direction. This can lead to decreased customer satisfaction and reduced competitiveness.



5. [bookmark: _Toc134054065]Sustainability of the business growth 

Sustainability in business growth refers to the idea of growing a business with a change plan while its positive impact can continue in the future (Bercovitz and Mitchell, 2007).  It involves taking a long-term view of business growth. 

5.1 [bookmark: _Toc134054066]Implementation of the change program in Chow Tai Fook

Chow Tai Fook needs a dedicated management team to maintain the franchising business. (1) Developing a comprehensive business plan (2) Creating a franchise agreement (3) Establishing brand standards (4) Developing a franchise marketing strategy (5) Establishing support systems (6) Ensuring compliance with legal requirements (Hackett, 1976). 

Chow Tai Fook also needs to increase the digital marketing to increase the smart retailing business. (1) Build a greater social media presence (2) Offer discounts and promotions online (3) Leverage search engine optimization (SEO) (Berman and Katona, 2013).  (4) Provide excellent customer service online (5) Partner with complementary businesses e.g. fashion bloggers or makeup artists (Ramesh and Vidhya, 2019).

With the change programme, Chow Tai Fook is able to expand the business with a good control of cost of operation. This is a risk management to face the challenge of the rapid changing business environment. Chow Tai Fook can overcome short term business threat and win in long term. This change programme can provide more stable revenue to Chow Tai Fook and get an efficient management of its business.




6. [bookmark: _Toc134054068]Conclusion 

Chow Tai Fook Group had an increasing trend of sales revenue in the last 5 years (2018-2022) by the strategy of expanding its Mainland China’s market.  It has the business challenge in rising operational cost by over-expanding store number in its Mainland China business which doubled store number in the last 5 years and the revenue per store was decreasing year by year. The change programme utilizes Lewin's Three-Step Model and suggest Chow Tai Fook to increase franchising business and increasing the rate of smart retailing. The benefit of the change programme can lower the overhead cost, ensure a stable revenue from the franchised store and adapt to the digital retailing trend worldwide.  
Integrate the change programme into current organization process is very important so that it can be a sustainable business change.  
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Lewin’s Three-Step Model
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