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Jn a Golden Age of Convenience Stoves in China
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— Interview with Joshua Zhang, Senior Vice President of Lawson Inc. and Director &
Executive Vice President of Lawson (Ghina) Holdings, Inc..
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Joshua Zhang, Senior Vice President of Lawson Inc. and Director & Executive

HEl BAFok R E—EE  Vice President of Lawson (China) Holdings, Inc..
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M ULTINATIONALS IN CHINA

he first 17 years in
I China was an uphill
road full of bumps

and twists for LAWSON.
Things just didn't go well.
However, after five years'
strategic restructuring,
LAWSON is finally riding the
wave of market expansion,
embracing the golden age
of convenience stores in
China. On August 31, 2017,
a LAWSON store on Danfeng
Street, Nanjing, with a
business area of only 108m2,
realized a sales volume of
118,000 yuan on a single day, setting a legendary record since
the company entered Chinese market 22 years ago. Behind
such success, there is a person who plays a vital role——Joshua
Zhang, Senior Vice President of Lawson Inc. and Director &
Executive Vice President of Lawson (China) Holdings, Inc..
Joshua Zhang is an influential man in the chain-store market
in China, who has been leading LAWSON on its way of creating
a new legend in China. Having studied in Japan for several
years, he described himself as knowing the country well. He is
energetic and full of passion, and values details and quality as
strictly as the Japanese. What's more, as a Chinese, he knows
Chinese culture and is aware of the fact that efficiency and
flexibility are the priorities that most Chinese people pursue,
which helped him find the way for LAWSON to break through
dilemma. As the 40" anniversary of the reform and opening up
and the China-Japan Treaty of Peace and Friendship approach,
we had a pleasant and unforgettable interview with Joshua
Zhang, listening to him telling LAWSON's story and the secret of
LAWSON's success in China.

Joshua Zhang told us the company name of LAWSON
can be dated back to 1939 in the United States. At
that time, J.J.LAWSON, who lives in Ohio, ran a dairy
milk store named Mr. LAWSON's Milk Store. Then, he
established LAWSON Milk Company, selling milk and
daily necessities, and developed it into a chain of stores
in the northeast of America. In 1959, with Ohio being the
center of its business, LAWSON Milk Company expanded
rapidly and started to run business in the form of
convenience stores. In 1975, in an effort of expanding
market, LAWSON, an affiliate of Daiei, began its business
as a professional chain-store company in Japan. On June
14, the first LAWSON store was opened in Sakurazuka,
Japan. In September, the first franchise store, the
"Momoyama Store," was opened, which heralded the
full-scale deployment of the franchise chain. Nowadays,
LAWSON became a subsidiary of Mitsubishi Corporation,
with most of its stores deployed in the Asia-Pacific area.

Except Japan, LAWSON has
its stores opened in many
other countries, including
China, Indonesia, Philippine,
Thailand and Hawaii, making
it the top 3 convenience
store brand in Japan. Up
to now, LAWSON has over
14,000 stores in Japan and
over 2000 stores in foreign
countries.

As we know, Shanghai
LAWSON was set up in
1996. In July, 1996, the first
Japanese convenient store
in Chinese mainland was
opened in Shanghai. Currently, LAWSON has over 1000 stores in
east China, providing 24-hour service for consumers in Jiangsu,
Zhejiang and Shanghai. LAWSON is committed to provide safe,
reliable and premium commodities and services. With fresh
and distinctive goods, professional service, a clean and tidy
environment and advanced operation philosophy, LAWSON is
changing the consumption concept of Shanghai citizens, and
enjoys tremendous popularity among young people, white-collar
workers and overseas returnees. At present, LAWSON provides
multiple choices for customers with a great variety of fresh and
delicious original products, including packed meals, noodles,
soup & porridge, Sushi, rice balls, breads, sweets, salads, Oden,
steamed stuffed buns, coffee, soya-bean milk and ice cream etc.
LAWSON's rice plants use advanced manufacturing facilities
and management technologies from Japan to produce different
kinds of packed meals, rice balls and Sushi. "Providing delicious
food and reliable products at anytime and anywhere, ensuring
we LAWSON a place of happiness and novelty" is the mission of
LAWSON, and Shanghai LAWSON is always putting consumers'
shopping experience and demands at the first place. In August,
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2014, "LAWSON Diandian", an on-line membership application,

was released to offer better shopping experience. Besides
providing special discounts for members and advertising special
offers, the application provides gift exchanging service based
on the times consumers buy things in a LAWSON store. By June,
2018, LAWSON Diandian has accumulated a membership of
2,800,000. Meanwhile, with 2.21 million WeChat followers and
1.11 million Weibo followers, its influence on the internet is also
on the rise. Under the guidance of the corporate

process and logistic process as well as on-site inspection. We
would organize a national commodity meeting every three
months, collecting commodities from different cities, discussing
the advantages of best-sellers and then adjusting our product
structure. Quality management would be an important topic
every time. Determined to ensure food safety, we would score
suppliers and ask for suspending production activities once any
problem is found," Joshua Zhang said.

He shared with us his unique bicycle theory and balancing
theory. “I think convenience store is like a bicycle. The front
wheel represents the capability of public relations, marketing
planning, procurement negotiation and store expansion, while
the rear wheel represents the ability of product planning,
operation management, system management and internal fine
management. In 2013, soon after I took office, I found that
the front wheel of LAWSON is too small, that is, the company
is quite weak in expanding the market, handling with public
relations and negotiation. The first thing I did is to visit about
a third of LAWSON's suppliers in person and took charge
of the marketing department, spending at least two days in
a week to find sites for new stores and holding on-the-spot
meetings with developers. By 2016, when LAWSON's front

philosophy of "Creating Happiness and Harmony
in Our Communities", LAWSON pays close
attention to the changes of consumers' demands
and is practicing its mission in the true sense.
"The retail industry is rooted in people's
daily life. While LAWSON stores in China mainly
draw on the experiences of the headquarters
in Japan in terms of product quality and R&D,
LAWSON (China) is responsible of product
quality management. In China, each city has
its own commodity system. The best part of
our work is productive technology and quality
management. As for product research and
development, we try to understand the demands .
of local consumers and thereby develop products
with local characteristics. To name just a few,
we sell freshly-made packed meals in Beijing, spicy noodles in
Chongqing and dumplings in Dalian. Previously, we provide the
same products in Shanghai and even the entire East China. This
year, we have two new manufacturing base to help us change
the variety of foods according to local realities. In terms of the
research and development of new products, taking packed meals
as an example, Japanese food, Korean food and western food
would account for 50% together, while the other 50% is reserved
for Chinese food with local characteristics. Besides, sweets and
breads are also key products. We have our own technology and
partners and is committed to develop products that are more
conductive to health. Products for different cities are processed
by selected suppliers, and the quality is guaranteed under the
same standard via sampling inspection for the manufacturing
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wheel became stronger, I turned to the rear wheel, focusing
on R&D, productive technology and new product planning.
Given all these experiences, I found that to run a business, one
should observe the wheels and make adjustment in time to
reach the balance between the front wheel and the rear wheel.
Only in this way could the business make great strides, because
balance is the key to success. Bicycle needs balance. Data
and on-site situation needs to be balanced, so do commodity
structure and judgment methods. Balancing all these things,
you could achieve something. As my position in the company
gets higher, my requirements for the professional competence
of the management gets higher, especially for the capability
of conceptualization. Depending on previous experience, one
could only survive for 3 years at most. Therefore, we need to
summarize, turn our experiences into concepts and principles
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and use them, which would help
us for the rest of our life. The only
thing that is always demanded
in the world is human capability,
while the most importance is
emotional intelligence." Joshua
Zhang also compared convenience
store to a truck on fire, and
the truck needs to advance at
a constant speed. If the driver
press on the brake, the fire
would run into the driver's cab,
which is exactly what unmanned
convenience stores experienced
last year——the number of stores
increasing rapidly while the
supply remaining unchanged,
which shows that if the supply
chain fails to catch up the
expansion speed of the business,
problems would emerge.

When talking about multiplication and division method he
used in department management, Joshua Zhang said, "Addition
should be applied for the commodity department, operation
department and marketing department to increase income,
reduce costs and advertise the brand of the manufacturers.
Themed commodities should be released each year, including
'LAWSON Lunch in 2012",'"LAWSON Sweets in 2013"', '24-
hour Bake Shop in 2014', '24-hour Noodle Shop in 2014’
and "24-hour Yakitori Shop in 2016". As for the construction
department, logistic department and human resource
department, subtraction should be applied. We reduced the
renovation budget of one of our outlets from 700,000-80,000
to 400,000 yuan, and managed to improve the renovation
quality despite the increasing labor costs. When it comes to
human resource issues, we increased salary by 15% for three
consecutive years, with some employees even enjoying an

increase of 3 times. We give full authorization to department
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managers, and require them to follow the principle of equality
and fairness when increasing salary for employees whose
position is lower than section supervisors. As for general
manager, deputy general manager and department manager,
multiplication should be applied, requiring them to perform
their own duties and take the lead to reserve and produce
positive energy for the development of the company in the
future. Last but not the least, subtraction should be applied for
the financial department, operating strategy department and
risk management department, evaluating the efficiency of each
store and each employee. It was with such methods that we won
the trust of consumers, suppliers, franchisee employees and
investors."

At the end of the interview, Joshua Zhang told us that the
number of LAWSON stores in China has exceeded 1600, with
over 1000 stores in east China. It is estimated that the number
of LAWSON stores in China would reach 2000 by the end of
2018 and 3000 by 2020 if the company keeps its current
pace of opening 500 stores nationwide every year. During the
interview, Joshua Zhang told us LAWSON's story in China, its
secret to success, and shared with us many new theories and
practical experiences (the bicycle theory, balancing theory, the
thought of perspective taking
in management, the special
multiplication and division
method and detail management),

LAWSON

which truly broadened our
view. We hope that we could
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