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Synopsis

As a consultancy firm specializing in reviewing on the global business challenges of companies and proposing resolution plans, this report has been put together to evaluate the strategies for Watsons, which is one of the largest consumer goods company in Hong Kong, to ensure business continuity under the COVID-19 epidemic situation.  It is recognized that Watsons will continue improving their resilience by better aligning the geographic diversity globalization strategy, adopting the new customer-facing technologies and maximizing their loyalty membership program to increase the overall sales revenue, earnings and store presence physically and virtually to cope with the uncertain COVID-19 situation.  
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1   Introduction  
This report aims at evaluating the strategies for A.S. Watsons Group (Watsons) of how it would react to ensure business continuity under the COVID-19 Epidemic Situation.   Information was gathered by various methods including the company’s website & annual reports, government’s & international statistics reports and literature.  The World Health Organization (WHO) declared a public health emergency of international concern over the global outbreak of the novel virus SARS-CoV-2 (COVID-19) on 30th January 2020.  As COVID-19 spread outside China, it affected most of the countries in the world and became a global pandemic on 11th March 2020 (Fonseca and Azevedo, 2020). According to the International Monetary Fund (IMF, 2020), the world entered a crisis equal to or worse than the 2008-2009 financial crisis, affecting both demand and supply. There is no exception to Hong Kong: the COVID-19 pandemic has been progressing rapidly and causing severe negative economic, social, and health impacts to its citizens.  This paper investigates the economic & financial impacts to Watsons and provides recommendations to overcome the current situation.  

1.1 Research motivation
[bookmark: _Hlk63355700]This study aims at reviewing the impacts to Watsons, a publicly listed health & beauty retail leader, showcase their business continuity plan and how they react to overcome the challenges of COVID-19 in three aspects of globalization outside of Hong Kong covering China, Asia & Europe, customer-facing digital technologies and customers’ loyalty program. It aims at finding out why Watsons’ store numbers internationally and loyal customers numbers have significantly increased even with the Pandemic Crisis in 2020. 
In view of the unexpected virus outbreak, many firms are facing extraordinary challenges that they have never encountered before.  In order to survive and compete in the market, they need to react effectively and immediately although there is still ambiguity and uncertainty ahead.  Learning through their past experiences and company’s vision & mission to overcome the challenges faced.  To highlight, Watsons has successfully aligned their international expansion strategy to share the risk by geographic diversification, digital technologies transformation and loyalty membership program to sustain their business in such a difficult situation.	


1.2 Research framework
This study is based on the method of literature review, company’s website & annual reports and government & international statistics reports. From the free trade market model in Hong Kong, it aims at reviewing on the benefits of globalization and thus manage the risk of one location harming to the whole group.  Especially the use of Watsons e-channels, digital innovations transformation and the power of having prestigious customers to support the business growth.  Undoubtedly, Globalization embraces majority of the world’s economies.  Watsons has in fact played an important role in cultivating their business strategies by geographic expansion.
It details Watsons’ company background, its history, product portfolio & market competition. Then, its business performance due to the impact of COVID-19. After that, it analyzes the challenges Watsons are facing in sales revenue & earnings decline due to COVID-19.  In order to solve the economic problems of COVID-19, Watsons has continued establishing their business continuity plan & its implementation plan in geographic expansion, innovative technologies and trusted loyalty customers’ program to rectify the situation and enhance business revenue & gross profit.   

 

2   Company background
This section is to illustrate the company background of Watsons with its history from foundation to now, key milestones, product portfolio and industry competition. It sets a tracking record for its globalization and sets the scene of its solutions to overcome the COVID-19 challenges in terms of geographical diversification externally and Loyalty Program internally.  

2.1 History in Hong Kong
A.S. Watson Group (Watsons) has been founded in Hong Kong since 1841, it is the largest international health and beauty retailer in the world. It consists of 16,000 stores in 27 markets worldwide. Their coverage includes Asia (Hong Kong, Mainland China, Macau, Taiwan, Singapore, Thailand, Korea, Malaysia, Indonesia, and the Philippines), Europe (U.K., France, Netherlands, Belgium, Luxembourg and Germany), Russia and Turkey. The expansion was by Mergers and Acquisitions such as Superdrugs in the U.K., Marionnaud Parfumeries in France, Russian health and beauty chain Spektr Group, the Netherlands' Portegies drugstores, Malaysia's Apex Pharmacy and Cosmo Shop in Turkey (Creevy, 2014). With over 140,000 employees worldwide while 12,900 staff in Hong Kong, Watsons  is also a subsidiary of a multinational enterprise CK Hutchison Holdings Limited Group owned by the Chinese entrepreneur Li Ka-shing consists of PARKnSHOP, Watsons, FORTRESS and Watson's Wine. Their products are Healthcare, Drugs, Pharmacies, Cosmetics, Perfumes, Toiletries and Daily Essentials. Key brands are Watsons private labels for mass market in Hong Kong, China and Asia, plus Superdrug, Trekpleister, Rossmann, Drogas, Kruidvat, ICI Paris XL and Savers in Europe (Weli, 2005).
According to their company’s website (2021), Watsons has gone through some key milestones of globalization to become a Transnational Corporate. In 1980s-1990s, Watsons expanded their portfolio to Asia (Taiwan, Macau, Thailand, Singapore & Malaysia) and then in 2000s they further expanded their territory to Europe (U.K., Germany, France, Belgium, Netherlands, Turkey & Russia) and Indonesia by Mergers and Acquisitions. In 2018, Watsons proceeded a joint venture with Yonghui and Tencent to become the largest grocery retailer in Guangdong China. In 2020, they continued their expansion to Middle East (United Arab Emirates). They operate 16,000 stores worldwide in 2021.
  Internally, they have been treating their customers well and setting up their own customers’ relationship management by launching their Loyalty Program since 2007 in Hong Kong and Asia.  They have now got over 100 million members in the world.  
The aim of this report is to evaluate how Watsons make best use of their resources of customers’ relationship, digital innovations and international expansion to maximize the sales revenue and minimize the risk of one location in Hong Kong during the COVID-19 Pandemic situation (A.S. Watson, 2021). 


2.2 Product portfolio
[bookmark: _Hlk62935940]Watsons’ product portfolio is in the below 5 main categories:
Health & Beauty: Watsons offers a wide range of toiletry, skincare and healthcare products such as Body Bath, Body Lotion, Hair shampoo & Conditioners, Sun Lotion and Pharmacy including brands of Superdrug, Trekpleister, Rossmann, Drogas, Kruidvat and Savers,
Luxury Perfumes & Cosmetics: ranges from luxury fragrances to cosmetics (eg. Make Up Kits, Lipsticks and Eye Make Up products) with brands of ICI Paris XL and The Perfume Shop.
Food, Electronics & Wine: Watsons offers food (grocery and snacks), electronic items, small electrical appliances (Microwaves, Kettles, Juicers and Irons) and fine wine with brands of PARKnSHOP, Taste, Fusion, Great, Fortress and Watson’s Wine. 
Beverages: from bottled water and fruit juice to soft drinks and tea products with brands of Watson’s Water, Mr. Juicy and Sunkist.
Private Own Brands: Watsons has their own product development team to work with beauty and lifestyle experts to develop own brand products in skincare, haircare, personal care and cosmetic to offer greater choice and the highest quality for customers’ selection. They continue seeking customers’ feedback & opinions and looking for new ingredients, new products and new categories for new product investigation. Product safety is their top priority, therefore, their products are developed according to the required international standards.  From packaging to ingredient choices, they have also taken the eco-friendly and sustainability elements into their own brand product development’s consideration (A.S. Watson, 2021). 
	From the Diversity of their product portfolio, it shows that Watsons is keen to become the product experts in the health & beauty category to service their customers with care and professionalism. They never stop seeking customers’ feedback and opinions in order to develop their own private brands to give their customers more product choices. This is how they treasure their customers so that their customers always come back for repeat purchase to boost the sales revenue.    

[bookmark: _Hlk63853243]2.3 Industry competition
The Beauty & Personal Care market is one of the fastest growing consumer markets in Hong Kong. The main reason for this significant growth is the generational shift with youngsters entering the market. Besides, this change is engaged by social media, internationality, which have a forcing effect on buying behavior. Trends from all over the world are spreading and changing the daily beauty and care buying habits (StatSoft Europe GmbH, 2021).
The Health & Beauty Market competition is keen in Hong Kong.  The key competitors to Watsons are Mannings (Dairy Farm Group), Sa Sa, Bonjour and other smaller chain stores like Angel Cosmetics and Colourmix.  Watsons and Mannings are the two major competitors in Hong Kong Market while Watsons has been expanding globally to China, Asia and Europe but Mannings are more Hong Kong market focus.  With its mother company’s support (CK Hutchison Group), Watsons has made a great effort in maintaining their leading position in the Hong Kong Health & Beauty Retailing Sector.
[bookmark: _Hlk64667818]This is an oligopolistic competition in the health & beauty market. Watsons and Mannings have taken up the core market share. Other brands are difficult to participate into the competition. However, price competition is keen, their cost elasticity is high.  Both companies collaborate over the costs of economic competition to avoid direct price-war. They found creative ways to compete. Watsons again, their rivalry reactions are by developing their own private brands to create product differentiation and utilizing their customers’ power.  Prestigious loyalty membership program and better customer-facing technologies on advertising & marketing are tools to boost their business revenue. 


3 Company’s business performance amid the economic disruption due to the 
COVID-19 outbreak
This section is to review on Watsons business performance in view of the pandemic disruption in aspects of macroeconomic environment, cost structure and revenue structure respectively.  This aims to give a full picture of the current company’s economic situation due to COVID-19 outbreak to then review on their challenges they are facing in the coming section. 

3.1 Macroeconomic environment
According to Hong Kong Monthly Digest of Statistics (2021) from Census and Statistics Department HKSAR, figures for Dec 2020, Hong Kong population of 7.47 million, Gross Domestic Product (GDP) declined by 6.1% compared to 2019, Retail Sales of HK$326,462 million dropped 24% year on year (HK$431,160 million in 2019), Total Unemployment Rate increased to 7% (was 3.4% in 2019), Retail Unemployment rate increased to 11.3% (was 4.4% in 2019). 
According to the Monthly Report on the Consumer Price Index (CPI) (2020), CPI which measures the changes over time in the price level of consumer commodities purchased by household.  The CPI keeps rising from 2017 to 2020 which means that commodity price level purchased by household has increased year on year significantly.


Table 1 shows the Time Series of the Composite Consumer Price Index (CPI) at commodity level of Year 2017-2020 for comparison.  It increases year on year.
	Year
	All Items
	Health & Beauty Items

	2017    
	104.5
	103.5

	2018
	107.0
	105.7

	2019
	110.1
	107.8

	2020
	110.7
	108.6

	Remarks: The weight of Health & Beauty Items out of All Items is 15.81%; 2014 to 2015 CPI = 100


 Source: Hong Kong Monthly Report on the Consumer Price Index 2020 
In summary, Hong Kong experienced serious disruptions in social and economic activities due to the COVID 19 outbreak.  In Retail sector, there are impacts on steep reduction in retail sales, consumer price increase and high unemployment rate in the Macroeconomic environment.

3.2 The cost structure
In view of the Macroeconomic environment detailed above, it is a challenging business environment for Watsons under the epidemic situation.  
The Chairman Victor Li (2020) said in the 2020 Watsons Half Yearly Interim Report that the world had experienced many unexpected shocks in the first half of 2020.  However, the recent developments in the middle of 2020 showed some signs of improvement in economic activities in Europe and especially in Mainland China. The Stores are being gradually re-opened and the restrictive measures were being loosened.  When these trends continued, the second half result could provide a more constructive operating environment for the Group.
Nevertheless, the global economic environment is suffering from the disease and the retail market is under great pressure.  Due to the COVID-19, there are anti-epidemic measures implemented in Hong Kong such as social distancing requirements, social gathering ban, restriction on eateries and the 14-day mandatory home quarantine on entries from the Mainland China, Macau and Taiwan, and the Hong Kong Government Work from Home policy.  Those anti-epidemic measures are directly affecting the consumers spending demands which in turn affects the supply of products and services. Under this exceptional situation, Watsons will continue focusing on recovering revenue, maintaining tight cost budget, stringent capital expenditure and investment controls.  The Group will accelerate digital solutions and access capabilities as action plans.
In line with strong cost control, margin management and working capital management, the retail business of Watsons should enjoy a solid recovery.  The scope of study is thus to investigate how they can increase customers’ demands by digital marketing, on-line advertising and prestigious loyalty membership program despite the anti-epidemic measures.

3.3 The revenue structure
[bookmark: _Hlk63113027]As detailed above, significant disruptions in social and economic activities occurred due to the COVID 19 outbreak.  Impacts are widespread to Retail sector around the world.  Watsons has experienced impacts on steep reduction in business revenue, earnings but number of stores has shown constant increase in contrast.  
Table 2 shows the Total Revenue, Earnings & Stores Comparison 2017 V.S. 2018 (before COVID-19) and 2019 V.S. 2020 to show the impact on COVID-19. Both total revenue and earnings have shown an 8% increase year on year in 2018 while there is a drop of 11% of total revenue and 55% of earnings in half year 2020 compared to 2019 with the COVID-19 impact. A key factor to note that the number of stores has constantly increased by 6% in 2018, 5% in 2019 and 4% in 2020.  This shows the evidence of their business strategies to grow the stores participation globally and the geographic diversification despite the COVID-19 pressure. 

	Annual Results
	2017 (HK$ million)
	2018 (HK$ million)
	2019 Half Year (HK$ million)
	2020 Half Year (HK$ million) 

	[bookmark: _Hlk63091320]Total Revenue
	$156,163
	$168,991 (+8%)
	$83,161
	$73,627 (-11%)

	Earnings before Interest & Tax
	$12,089
	$13,078 (+8%)
	$6,590
	$2,970 (-55%)

	Number of Stores
	14,124
	14,976 (+6%)
	15,213 (+5%)
	15,836 (+4%)


Source: CK Hutchison/A.S. Watson (2018, 2019) Annual Report and Half Yearly Interim Report 2020 

[bookmark: _Hlk63547295]Findings, it reflects a steady growth through expansion of the store portfolio, enhancing digital retail experiences both in store and online, and increasing customer connectivity with its 137 million expanding loyalty member base and increase in store numbers. In the first half of 2020, operations in Hong Kong are expected to continue to be under pressure while China operations will be adversely affected by business interruptions in the Mainland due to the COVID-19 outbreak. As the pandemic related restriction measures gradually ease off in China, almost all stores in the Mainland reopened by the end of April in 2020, resulting in a sales recovery with year-on-year sales reduction narrowing in second half of 2020. Stores’ recovery by geographical diversity, strong marketing technologies and a loyal member base are the key strengths in maintaining business performance for Watsons which we will further explore in the Analysis section.
4   Analysis and discussion  
This research objective is to evaluate the strategies for Watsons of how it would react to ensure business continuity under the COVID-19 Epidemic Situation.   Information was gathered by various methods including literature review, the company’s annual reports and government’s & international statistics reports.  After reviewing the business performance before and after the outbreak of COVID 19 above, this section is to identify the challenges the company is facing, its action plans and implementation process. 

4.1	Challenges the company is facing 
4.1.1	Costing challenges
According to Wang et al (2020, pp 214-220), the COVID-19 outbreak was a disaster to the world which caused significant impact on the development of the global economy. The latest data show that in China, although the China government took immediate actions to stop the coronavirus from spreading, GDP in the first quarter of 2020 has shown a drop of 6.8% in comparison with an increase of 6.1% in 2019 (National Bureau of Statistics of China, 2020). Furthermore, it is evitable to see that the virus has also brought a huge crisis to firms around the world in most countries. which has attracted attention to research on what firms should do to survive unexpected disasters in the future. This unexpected virus crisis requires firms worldwide and in China to formulate and implement proper strategies for crisis management.
According to International Monetary Fund, Producer Price has increased by 3.8% of $112.51 in 2020Q3 V.S. $108.39 in 2019Q3. The labour cost and rental cost remain high.
In short, Watsons’ is facing high overhead cost to cover the expenses and sustain the business. They need to concentrate in maintaining tight cost control, tight capital expenditure and investment spends.  
[bookmark: _Hlk60487949]
4.1.2	Pricing challenges
This is an oligopolistic competition in this health & beauty market. Watsons is facing a tough challenge on price with key competitors such as Mannings.  The price competition is keen, the cost elasticity is high.  Both companies collaborate over the costs of economic competition to avoid direct price-war. Therefore, Watsons find creative ways to compete on price. Their pricing strategies is not to come as low as possible and they do not want direct competition on price.  Therefore, not only on the branded items, Watsons is keen to develop their own private brands to create the product differentiation. Their rivalry reactions are by utilizing their customers’ power to treat their customers with better service and prestigious loyalty membership program and better customer-facing technologies on advertising & marketing to boost their business revenue.




4.2	Strategies to ensure business continuity under the COVID-19 epidemic situation
In this section, it aims at evaluating the Business Continuity Plan that Watsons arranged.  As a Health & Beauty leader in the industry, Watsons has faced the oligopolistic competition as explained in the section 2.3 Industry Competition.  Moreover, in order to tackle the COVID-19 challenges, Watsons has pulled together the Business Continuity Plan and its Implementation Process to lead the company working towards the solutions of the pandemic crisis.  

4.2.1	The business continuity plan
Watsons’ business continuity plans are in three areas, namely geographic diversification, customer-facing technologies and loyalty membership program.
  
Firstly, geographic diversification – global expansion:
To manage the risk of a location affecting the whole business, Watsons has put in place their Stores Diversification align with their Globalization plan.  This has shown a promising result by geographic diversity, the company’s financial impact has been significantly reduced. The group has an international expansion strategy to China, Asia (Taiwan, Macau, Singapore, Malaysia, Indonesia and, Thailand and the Philippines) and Europe (U.K., Germany, Turkey Russia and Ukraine).
China, Asia and Europe Expansion:  Stores numbers increase in China, Asia and Europe. Despite the significant disruptions to operations, the store numbers increased by 4% to 15,363 stores internationally up to 30 June 2020 year on year.  As the pandemic related restrictive measures gradually relaxed, nearly all stores in China and European stores reopened in April and May 2020. The situation expected to be improved in second half of 2020. The geographic diversity has contributed to a rapid recovery for Watsons. This, together with promotional activities, have resulted in meaningful sales recovery in these markets. Depending on the easing of the lockdown restrictions, the market environment would likely be more stabilized in the second half of 2020.  Furthermore, together with the targeted development of the online and off-line sales capabilities has resulted in a very rapid growth in sales (A.S. Watson, 2021).

  
Secondly, customer-facing technologies:
Shankar et al (2020) reviewed that Customer-Facing Technologies were applied by customers and facilitated by Retailers to proactively engage customers with products, services or brands such as mobile devices, chatbots, smart speakers, smart mirrors and payment technologies. These technologies had been playing a key role in contributing to customer shopping experience.
Wang et al (2020) noted that the COVID-19 crisis is significantly affecting the growth of the global economy and in fact threatening the survival of firms worldwide. It seems inevitable that this natural disaster has hit the global economy and produced a huge disruption for firms.  Marketing innovation strategies are firms’ commitments to new or improved marketing methods to utilize their internal and external resources efficiently to meet the demand of customers and create extraordinary sales value to compete in the market (Hunt & Morgan, 1995; Hurley & Hult, 1998). To survive in the COVID-19 crisis and seek possible market opportunities, Watsons has explored various options of marketing innovation strategies to different degrees and in different forms. 
Medina (2019) stated that Watsons had partnered with Loreal to launch the “ColourMe”, a virtual try-on service available on Watsons’ mobile apps, facilitating customers to virtually try on over 300 makeup products covering lipsticks, mascara, eyeshadow, eyebrow colouring and foundation.  It is accessible whether the customer is in physical stores or at home.  The virtual try-on service will allow users to recommend trend looks, create and save their own “looks”, and they we also welcome to capture their own selfies and videos. Digital technology is making shopping more fine, easy and personalized.  This technology offers consumers an innovative way to discover and enjoy makeup and will further enhance the shopping experience anywhere.  Technological innovation is offering omni channels (on-line and off-line) to enhance personal shopping experience regardless of geographic limitation which is a promising tool to react to the COVID-19 outbreak situation and in turn drive sales revenue for retailers during the Lockdown and restrictive distancing constraints.  



Thirdly, loyalty membership program:
Li (2020), Group Chairman of Watsons, said in the Half Yearly Result 2020 Report that the strength of the loyalty customers (currently at 137 million members globally) support the Group’s Retail business well for the future. Watsons decided to open up Moneyback, their largest loyalty program in Hong Kong, to help all retailers to promote their business for free.  The campaign was expected to encourage cross-retailer shopping in all 18 districts in Hong Kong.
Ngai (2020), Group COO of Watsons, said that the Moneyback loyalty program currently have 3.7 million active members in Hong Kong, and a mobile app with 1.5 million downloads covering over 1,000 retail outlets where their customers can enjoy exclusive benefits.  For other retailers benefits, Watsons would open their Moneyback platform for free to help promote for all retailers and invite small & big retailers to participate in the campaign free of charge.  This does not only engage the 3.7 million Moneyback members to purchase to boost sales revenue, but also offers support to the participating merchants to have the cross-selling opportunities for free by utilizing the Moneyback loyalty program.  Three-way benefits to customers, to participating merchants and to Watsons. 


Table 3 shows the Loyalty members’ participation & sales contribution. The loyalty members have increased year on year and contributed to total sales 62% in 2018 & 2019 and 63% in 2020 which is a significantly high contribution to the total sales.
	
	2018
	2019
	2020

	Total Loyalty members participation (million)
	132
	135
	136

	Loyalty members sales contribution %
	62%
	62%
	63%


[bookmark: _Hlk63382335]Source:  CK Hutchison (A.S. Watson) Annual Report 2018, 2019 and Interim Report 2020

4.2.2	Implementation process
This part shows how Watsons implements the process of the business continuity plan in the three aspects of geographic diversification, customer-facing technologies and loyalty membership program.  

Firstly, geographic diversification – International expansion:
In October 2020, Watsons entered their footprint to middle east.  Watsons opened its first flagship store at the Dubai Mall following the franchise agreement between AI Futtaim and Watsons.  The flagship store is located on the Ground floor of Dubai Mall in 3,100 square foot.  It is designed as a beauty wonderland with counters and digital tools such as skin analyzers, virtual make up try on, exclusive products and personalized consultations.  It aims at making a remarkable and unforgettable shopping experience for customers.     
In January 2021, Watsons and Grab app (Southeast Asia’s leading app) announced the largest online and offline health and beauty partnership in Southeast Asia. The new partnership implies that customers will be able to access products from Watsons stores via Grad in Singapore, Indonesia, Malaysia, Thailand, Vietnam and the Philippines. With the social distancing constraints due to the pandemic, this partnership between Watsons (Offline Stores and e-commerce channels) and Grab (Online app) can offer a seamless offline and online shopping experience and more reliable delivery service to customers.  It will also boost more sales to health and beauty brands available on Watsons e-shop channels such as mobile apps and its presence on GrabExpress, GrabMart and GrabPay. GrabExpress will serve as Watsons trusted delivery partner in Southeast Asia.  With GrabMart, this will bring 2,200 Watsons stores in six Southeast Asian markets onto GradMart making Watsons the largest health and beauty retailer on the platform in increase the market shares in Asia. In addition, Watsons will accept GrabPay cashless payment option to further improve the shopping experience for customers. Customers will receive GrabRewards points for all Watsons transaction to let customers enjoy the shopping and spending fun via cashless payment.

Secondly, customer-facing technologies: 
In January 2020, Watsons launched their local first 24/7 Tap & Shop Self Service Station in their Tuen Mun Store.  The new Watsons “Play Glam” concept store adopts the glamorous store design including electronic display screen, lightbox and LED wall.  Also, the concept store integrated technology with 24/7 Tap & Shop Self-Service Station and adopted Artificial Intelligence A.I. Technology for Comprehensive Skin Analysis to enhance the store shopping interaction with younger generation.  Watsons integrated technology with retail and introduced local first 24/7 Tap & Shop self-service station where customers can purchase products anytime and collect products at selected stores according to their convenience.  This achieves the Off-line + On-line strategy in customer-facing technologies.  
Also, in January 2020, Watsons China partnered with Tencent to launch the new WeChat Work platform to enhance their One-to-One Customers Service. By using the WeChat Work platform, customers can choose to add store staff as WeChat friends who then serves as their personal beauty consultant.  Customers can seek for advice from their personalized store staff anywhere.  Also, store staff can help order the item in the Cloud system for customers to collect in any store location or by courier. Watsons continued investment in Big Data to capture key customers buying behaviours and preferences.  Store staff can give tailor-made discounts offer on products which they would be interested in.  The Self-developed Technology enables Watsons to give highly personalized service which in turn drive sales return. Watsons China has also introduced an AI chatbot, called “Wilson” who is a virtual spokesperson available 24/7 via WeChat work to provide customers with professional and personalized advices.  The Customer-Facing Technologies again provided an effective measure to overcome the COVID-19 situation (A.S. Watson, 2021)
.

Thirdly, loyalty membership program:
First, open Moneyback APP to other retailers (for example restaurants and other merchants) to join free of charge in 2020.
Then, other Retailers to register in the Moneyback APP to promote in-store offers and discounted offers. The registered merchants include Mcdonalds, Café de Coral, Marathon, 6ixty8ight, Euro Gogo, Healthworks, Pepper Lunch to provide a variety product offers and shopping experience ranging from dining, clothing, daily necessities to health products. v
After that, Moneyback APP members to visit the participating merchant stores and scan the QR code to connect to the discount page.  Loyalty members to enjoy the merchants’ exclusive offers and earn e-stamps to redeem over 10,000 free gifts with value over $2,000,000.  
Finally, Watsons Insights on Shoppers Experience (WISE) is the Research Team at Watsons. They regularly connected with their loyalty members through surveys, to provide an official channel to better understand their customers’ needs and thus offer ideas and proposals for improvement.  Also, WISE team work collaboratively with Watsons’ key suppliers, from analyzing customers’ feedback and understanding their preferences, to planning member-specific activities and evaluating the result of such actions.  These actions allow the business units and senior executives to make rational and effective retailing decisions (A.W. Watson, 2021). 



5 Conclusion and recommendations
5.1	Conclusion
[bookmark: _Hlk63371730]To conclude, this report has evaluated the Strategies for a large consumer goods company in Hong Kong namely, Watsons, a public listed health & beauty retailer and how they ensure the business continuity under the COVID-19 Coronavirus crisis.  It is recognized that Watsons need to improve their resilience by better aligning the geographic diversity strategy, adopting the new customer-facing technologies and maximizing their loyalty membership program to increase the overall sales revenue, earnings and store presence physically and virtually.  
Successful companies will focus on creating a new dimension of sustainable business performance such as more resilient supply chains, risk management and business continuity plans. The acceleration of applying the end-to-end digital transformation technology, both on the demand and the supply aspects, implies that consumers can enjoy the benefits of the contact-free economy, and put additional emphasis on service levels (Fonseca and Azevedo, 2020).
From the findings, Watsons demonstrates a steady growth through expansion of the store portfolio globally, enhancing digital retail experiences both in store and online, and increasing customer connectivity with its expanding loyalty member base and increase in store numbers. Stores’ recovery by geographical diversity, strong marketing technologies and a loyal member base are the key strengths in maintaining business performance for Watsons.
	The research objectives of analyzing the challenges Watsons as a retailing leader is facing and how they rationally react to the pandemic crisis is achieved by adopting the geographic diversification to overseas of China, Asia & Europe, digital innovation tools and loyalty membership program.
5.2	Recommendations
As a result, several recommendations are illustrated how Watsons has done to overcome the present pandemic situation. The globalization of the company with the international expansion has supported the company to have better risk management.  In view of COVID-19, Hong Kong Retailing market has suffered a lot.  However, by diversifying the business to China, Asia and Europe, Watsons has a balanced geographic portfolio as a whole and share the risk.  With the rapid recovery of China, Europe and Asia after the lockdown and the stores resumption in June 2020, it is confident that Watsons’ business will have a positive improvement for 2021 onwards.  Also, it is recommended to accelerate their digital technologies in on-line shopping channels and cash-less payment tools.  It is highly recommended to continue engaging with their loyal customers which are the key elements for their resolutions to overcome the upcoming challenges. 
In conclusion, the COVID-19 crisis has not disappeared yet. Hone Kong and other countries are expecting vaccine to cure the virus. The longer-term health impact of the Pandemic remains uncertain for the time being. It takes time for the Retail sectors in the global economy to recover. The data from Watsons’ annual report is up to June 2020 which is not the complete reflection of the COVID-19 situation yet.  Therefore, it is highly suggested to have further investigations to track the business continuity plan and the implementation progress contributed to Watsons’ business performance post-COVID-19. 
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