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Abstract. The Chinese coffee market is experiencing a paradigm shift as it
is no longer the Third Place luxury experience but high-frequency,
functional commodity model. This paper examines the future growth and
post-restructuring development of Luckin Coffee in 2021-25 when the brand
established itself as a New Retail leader. The study focus is a synergistic
effect of joint product introductions, tactical celebrity sponsorships, and
hyper-cyclical development and research cycles. Although there was some
market skepticism, Luckin has effectively built a Brand Ecosystem where
digital private domains and cultural IP are used to sustain market hegemony.
This background frames a critical question on the role these mechanisms
play in the contemporary user acquisition and retention in an overcrowded
retail environment. The study relies on the qualitative single case study
approach. The results show that the success of Luckin is predetermined by a
flywheel phenomenon according to which the quick innovation of products
and semiotic branding transform the cultural perception into the huge
volumes of transactions. Particularly, co-branding campaigns such as the
Moutai Latte create a social fission, whereas KOL-KOC celebrity matrix
generates trust among low-trust consumer groups. The paper concludes that
the hegemony of Luckin remains due to the fact that the company has
switched to being an advanced digital-first ecosystem rather than a mere
vendor. Nonetheless, to guarantee the brand sustainability, the brand will
have to shift to emotional loyalty based on a unique brand identity, rather
than transactional loyalty based on subsidies.

1 Introduction

1.1 Research background

This study focuses on examining the radical change of the Chinese coffee industry from being
an elitist social experience to a grab-and-go utilitarian need. Traditionally, coffee drinking
was characterized by luxury model based on the idea of Third Place atmosphere, however,
recent trends suggest a shift toward fast-frequency consumption with the leading role of
price-sensitive Gen Z population [1, 2]. Luckin Coffee has managed to lead this change
through the introduction of technological efficiency and local taste that were closely related
to each other. This context is critical to the grasp of how Luckin overcame early financial
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scandals to attain a market-leading role by pursuing a digital-first path that uses algorithms
to match consumer proximity with product delivery at hyper-local levels and customized
traffic control [3].

The formulation of Luckin is distinctly defined by an aggressive rejection of the old-
fashioned retail logic in favor of high-density and small-format pick-up stores at the expense
of the expensive floor space. This scholarly context explains why the reorganisation of the
brand in 2021 is critical, with the focus on sustainable user increase, rather than the expansion
of the store [3]. Using the WeChat geofencing technology and LBS, Luckin developed
ubiquitous infrastructure and transformed coffee into a digital good. This shift is also
indicative of a wider transformation in the FMCG category in which brand value is no longer
being pegged solely on physical presence but the richness of digitalisation and capacity to
sustain continuous consumer interaction through high rates of product innovation and co-
branding [4, 5].

The saturation of the first-tier cities in China has also forced Luckin to be creative in the
framework of the Brand Ecosystem to secure its competitive advantage. This paper is
concerned with the manner in which Luckin leverages cultural capital to product
differentiation in an industry where pricing has been commoditized. The research problem is
rooted in strategic milking-tea-fication of coffee creating a reduced barrier of entry among
non-coffee consumers through a mixture of traditional Chinese aspects and western coffee
culture [6]. This cultural connection is accompanied with a closed-loop digital system that
retains 100% of user data, which allows Luckin to survive and flourish in a world that is
highly competitive. This background is important to the analysis of the complex growth
processes that support the market hegemony of Luckin [1].

1.2 Research significance

This study is of great significance to the scholarly knowledge about the concept of New Retail
and how User Growth Modeling (AARRR) can be applied in highly competitive new markets.
Theoretically, this tackles the fragmentation in existing IMC scholarship by providing a
critical and holistic investigation into the new integration of digital private world and cultural
IP to influence complicated consumer practices [3]. Essentially, it provides a roadmap of
homogeneous brands on how to employ data-driven R&D and KOL-KOC celebrity based
matrices to transform a momentary emotional loyalty of consumers into predictable, long
terms transaction volumes. This study breaks down the capabilities of Luckin to compete
across scales and brand presence [4, 7]. The stakeholders looking to strike a balance between
technological efficiencies, digital-first marketing, and traditional consumption rituals in
Asian retail can benefit from the study’s key insights.

1.3 Research topic

The current study arises from the developments taking place through the joint new product
releases with overseas labels, the use of endorsers, and quickening of multiple cycles of the
R&D process. The essay examines how the interaction between these three pillars creates a
closed-loop growth mechanism that sustains market hegemony. The paper explores the
semiotic branding approach that transforms the symbolic elements of the culture into
commercial success in a mass-marketing attempt by examining the two high-profile cases,
including the Moutai Baijiu Latte and Black Myth: Wukong joint-venture [3, 6]. It deals with
the dilemma of how coffee’s milk-tea-fication to adapt to the local taste without affecting its
software (i.e., speed of change) update rate. Ultimately, the research investigates how cultural
resonance and the management of digital touchpoints interact to produce astonishing growth
and user retention levels at Luckin.
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1.4 Research methodology

The study design is a qualitative single-case study design, which is selected due to its ability
to offer a longitudinal in-depth analysis of a modern phenomenon in its natural setting [8, 9].
In contrast to cross-sectional surveys, the case study methodology enables a discussion of
how and why Luckin can scale so fast [9]. Its design is centered on the 2021-2025 years
attracting the post-restructuring development of the brand. The unit of analysis is the Growth
Mechanism at Luckin that can be assessed through the theoretical framework of IMC and
User Growth Modeling (AARRR). This paradigm will make sure that the study does not rest
on descriptive narration but on critical structural study of the dynamics of brand-consumer.

Triangulation of the secondary qualitative sources (such as academic literature, industry
reports, and official corporate communications) was applied to data collection. The choice of
sources was determined by a purposive sampling approach, with a preference to peer-
reviewed analysis of 20212025 (to be relevant) [9]. The thematic analysis was used to ensure
methodological rigor, in which data were coded under three main dimensions: (1) Co-
branding synergies, (2) Celebrity/KOL influence, and (3) Product innovation velocity [10].
This qualitative method can be used to break down the semiotic branding of Luckin, and
operationalise the relationship between visual and symbolic representational images and the
consumer behavioural patterns.

1.5 Research objectives

The objective of the research is to decipher the structural elements of the Luckin Brand
Ecosystem and to accomplish this goal, the following were carried out:

1. To evaluate how cross-border IP collaborations affect the Gen Z user acquisition.

2. To analyse the effectivess of the celebrity-led KOL-KOC matrix in establishing brand

trust.
3. To explore high-frequency R&D R&D as a competitive obstacle to market
commoditisation.

4. To evaluate the contribution of digital private domains to maximisation of Customer
Lifetime Value.

2 Data analysis

This was done through a Qualitative Content Analysis (QCA) procedure in which the analysis
was done in steps to decode the studies used. Firstly, the researcher applied open coding. The
preliminary analysis of the literature revealed a set of recurring concepts, namely: private
domain, social fission, and IP collaboration [3, 6]. Next, the researcher applied axial coding.
These ideas were broken down to pillars of functional growth. As an example, a case of
Moutai and the Black myth Wukong was classified as Cross-Sectoral Synergy and the 9.9
RMB price was classified under Value-Based Retention. Thirdly, the researcher applied
selective coding. The fundamental phenomenon Brand Ecosystem was incorporated. It was
found that Luckin does not take marketing as a sequence of separate events but a Closed-
Loop System.

Lastly, the researcher applied a step-by-step check. Fang and Jin Canyan (22,954 stores)
data was compared with the trends in demographics (18 - 24 age development) to determine
the geographical-demographic consistency [3]. The analysis directly attributed the symbolic
conventions that Fang and Jin had observed with the number of cups the sale of the "Sauce-
Aroma Latte" converted (5.42 million cups) and showing that cultural resonance is strictly
proportional to the volume of transactions [3].
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3 Discussion

3.1 The symbiosis of cross-border IP and cultural resonance

The expansion of Lucky is based on the fact that it moves beyond the category of being a
beverage, owing to its aggressive co-branding strategy. More importantly, they are not simply
placing a logo but strategic cultural hijacks that reinvent coffee as a form of cultural
involvement. The partnership with Black Myth: Wukong is a key one, as it will focus on the
Generation Z (18 - 30) who will become more than 65% of the buyers of such launches [3].
This consumer group also desires to experience identity signaling by consuming products,
and Luckin can satisfy this behavior by combining a quality coffee with the mainstream
cultural stories [1].

According to Fang and Jin, this approach has reached out to Social Fission, by turning
passive consumers into active advocates of the brand. Statistics indicate that more than half
of all transactions made on the first days of launch are made by new customers, and this
means that the IP is the main acquisition point [3]. This is consistent with the theory of
interactive ritual chain where the actual cup can be treated as a trophy [6]. Liang however
states that it is a dependence paradox because the brand has to keep raising the prestige of its
partners to keep the users excited in what is increasingly becoming a commodity market [11].

3.2 Celebrity endorsements and the KOL-KOC matrix

The celebrity endorsements promoted by Lukin, including Eileen Gu, the EDG team, and so
on, are a form of trust-building that operates in a low-trust, high-speed market [4]. In addition
to conventional stardom, the analysis discloses a more comprehensive combination of Key
Opinion Leaders (KOLs) and Key Opinion Consumers (KOCs). The hashtag
#LuckinNewProducts has garnered 1.2 billion views on forums such as Rednote and appears
to implement a top-down strategy of celebrity equity to create brand equity and a bottom-up
approach of UGC to convert this equity to increase sales [3].

Nevertheless, Li (2021) points out that the influence of celebrities is not enough to be
retained over time. Luckin manages to mitigate this by incorporating celebrity-led campaigns
directly into its WeChat mini-program, meaning that the fan economy is immediately
monetised via coupon-gated content [12]. According to Hou, the power of such matrix
depends on what he calls the affective alignment where the emotional attachment of the
consumer onto the celebrity is conveyed on the brand [7]. This demands a very complicated
benefits mechanism in order to discourage the churn after the early celebrity buzz subsides.

3.3 High-frequency R&D as a competitive barrier

The most apparent manifestation of the Growth Code is the pace of product releases by
Luckin, which equally views the flavours of beverages as software updates. The "Coconut
Latte" that sold more than 300 million cups was an outcome of an engine of data-driven
research and development [2]. The quick pick-up model of Luckin facilitates speedy retesting
flavor to run range testing to fail instantly and scale the success. Luckin removes the hurdle
to non-coffee consumers by mixing coffee with Chinese elements such as Moutai, which
appeals to the Chinese younger generation with a milk-tea-fied palette [6].

Importantly, Fang and Jin contends that such velocity is facilitated by a golden record of
customer database, where recommendation systems based on Al forecast local tastes of
buyers before a product even joins the store [3]. This frequency produces an effect of FOMO
(Fear Of Missing Out) and makes the user compelled to check the App on a frequent basis
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[5]- This will make the App more of a lifestyle destination than a utility tool. Nevertheless,
such a rate causes overwhelming pressure on the supply chain, requiring a Brand Ecosystem
that could sustain a sudden increase in demand without its deterioration.

3.4 Critical analysis of the integrated private domain

Luckin as an ecosystem functions like a closed loop where digitalisation is required [3]. The
shift towards ordering via QR-code is an imposed digitalisation of the consumer experience,
which enables the company to obtain 100 percent of user data. In contrast to the Starbucks
philosophy of the Third Place, Luckin strategy of the Any Moment sends them with the help
of geofencing and LBS at the precise moment when the demand is needed [4]. This is a vital
development of IMC; it ceases to be broadcast message but hyper-localised touchpoint
control.

However, as Liang notes, this hyper-efficiency can destroy brand warmth in a way.
Luckin tries to cope with this gap by means of anime-themed stores and social resonant
packaging [11]. With the help of the high-frequency data, Luckin will be able to distinguish
between pricing and discount plans to apply them to the various categories of the user,
maximising the Customer Lifetime Value (CLV). The summary of the major growth metrics
based on the analysis of Luckin ecosystem is presented in Table 1.

Table 1. Strategic Growth Metrics and Ecosystem Performance

Growth Mechanism Key Metric Strategic Outcome (2024-2025)
IP Collaboration New Customer Ratio | >50% on Launch Days (e.g., Moutai/Wukong) [3]
Product Velocity R&D Cycle Weekly/Bi-weekly new SKU releases [5]
Private Domain Store Network 22,954 Stores (Digital-First/Pick-up) [3]
User Retention Social Media Reach 1.2 Billion Hashtag Views (Rednote) [6]

4 Conclusion

The growth of Luckin Coffee can be achieved not only because of the low price policy, but
also because of the high degree of integration of a Brand Ecosystem grounded in cultural IP,
digital personal space, accelerated development of the product. The resultant flywheel effect
of the interplay of R&D that is extremely fast combined with strategic co-branding creates
next users at a diminishing marginal cost. This research concludes that Luckin has already
outgrew the traditional beverage retail sector into a semiotic area, where products have
become identities. The findings demonstrate that cultural resonance is effectively employed
to convert into transactional volume by means of strategic incorporation of cross-border IPs
that draw the Gen Z population. Finally, the Luckin hegemony is maintained through the shift
toward a complex digital-first platform that relies on the social media fission and the localised
information to stay in consumers engagement and high retention levels.

Also the study indicates that the "Closed-Loop" mechanism of growth employed by
Luckin heavily depends on aggressive milk-tea-fication of coffee that reduces the barrier of
entry to the Chinese market in terms of sensation. Luckin establishes an atmosphere of
unending newness by considering flavors of beverages as software updates, thus alleviating
the problem of brand fatigue typical of the FMCG industry]. Nonetheless, one incisive
observation indicates a possible dependence paradox in the fact that the brand will have to
constantly increase the value of IP-participants in order to keep users excited. Although the
digital private space allows more precise control over touchpoint, the ultimate success of the
Brand Ecosystem needs to reinforce a strategic shift in transactional loyalty, which
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constitutes the 9.9 RMB price, with an emotional one based on a strong, sustainable product
philosophy, which is sustainable even after the hype of the celebrity promotion ends.

This study presents important theoretical and practical implications on the New Retail
environment by showing that in order to achieve sustainable growth within saturated markets,
it is important to shift towards the emotional rather than the transactional loyalty. The
analysis of the "KOL-KOC" matrix and the affective alignment allows the study to outline
how brands can establish a trust within low-trust conditions with the help of celebrity equity.
In practice, it provides a model that can be replicated by fast-moving consumer goods
(FMCQG) brands as a way to use software-type cycles of R&D to overcome brand fatigue.
Moreover, the research has an influence on academic discourse as it presents the localised
interpretation of the Integrated Marketing Communication (IMC) theory in the Chinese
context regarding the gap in the knowledge of high-growth digital ecosystems. It compels a
reassessment of the Third Place concept, which confirms that convenience and cultural
involvement are supplanting the tangible environment in defining dominance in the market
among contemporary, urbanised coffee consumers in Tier 1 and Tier 2 cities.

The future of Luckin Coffee will be determined by how it shifts out of the transactional
loyalty elicited by the 9.9 RMB coupons toward the deep emotional loyalty pegged to the
brand identity. With the commodity market growing more saturated, the brand will have to
address the issue of the dependence paradox, when continuous IP partnerships are needed as
a means to maintain interest. Future studies should examine sustainability over the long term
of the high-frequency R&D model and its contribution to the ethics of the supply chain and
environmental sustainability. Furthermore, as Luckin gains more ground into less popular
cities and foreign markets, the versatile nature of their cultural hijacking approach is one of
the most key points to be longitudinally observed. Growing the private domain beyond a
discount-delivery service and into a lifestyle community will probably influence whether
Luckin can make the shift to a heritage brand or will continue to be a strictly practical utility
in the world of coffee.
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