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Abstract 
This article selects Luckin coffee, the legendary coffee company in the industry, as the 
research object, analyzes the important role of big data in cost management during its 
forced delisting and recovery process, aiming to provide help for the digital revolution 
of the coffee industry. The article takes cost control and supply chain management as the 
main line, explores the development situation from the financial statement data, puts 
forward the new way of high-tech second soaring, supplemented by stores, operation 
and other aspects of innovation, focuses on the internal transformation framework of 
enterprises, and takes an important step to regain the market discourse power. By 
discussing Luckin coffee's comeback in the background of digital economy, this paper 
concludes that big data, as the most active element in the new round of industrial 
revolution, plays a leading role in enterprise cost management and has a comprehensive 
and profound impact on industrial transformation and upgrading. 
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1. Explore the Development Situation from Financial Statements 

Up to now, Luckin coffee is still actively solving historical problems and making efforts to revive 
Luckin. According to the data, Luckin coffee maintained a substantial growth in revenue in 2020, 
with a net income of 4.034 billion yuan in 2020, increasing by 33.30% from 3.025 billion yuan 
in 2019. 
According to the financial report for the first half of 2021, Luckin coffee posted a revenue of 
3.183 billion yuan, rising by 106% year-on-year from the same period in 2020. The sharp 
increase in revenue was mainly attributed to the 82.70% year-on-year increase in sales at the 
store level. At the same time, the profitability of self-owned stores has been improving since 
May 2020, breaking even for the first time in August 2020, and the proportion of profitable 
stores is also increasing. In the end, Luckin's net loss in the first half of 2021 was 276 million 
yuan, a significant decrease of 81.80% compared with the same period last year, due to 
improved data in all aspects. 
Reviewing the financial reports of Luckin coffee in 2020 and the first half of 2021, it is not 
difficult to find that although the financial fraud incident brought huge financial losses to Luckin 
coffee, its operating income kept growing, while it actively controlled operating costs and 
improved the profitability of its stores, and its financial situation gradually improved. 
According to the detailed analysis above, the vigorous development of the coffee industry, the 
rapid improvement of Internet technology, and Luckin's strong brand effect and digital 
development model have made it possible for Luckin to recover. The following focuses on how 
Luckin maintains its scientific and technological advantages with the help of big data in 
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industrial chain operation and management, and makes positive improvements by using big 
data analysis and judgment, so as to promote its rapid recovery. 

2. Store Management Contributes to Cost Management 

Different from Starbucks's business strategy of pursuing coffee culture and establishing large 
stores for white-collar business people, Luckin mainly has small stores and its target customers 
are more diversified, so its store operation costs and management costs are lower. Overall, 
Luckin's financial model is better than Starbucks's and more in line with the appetite of Chinese 
consumers. But at first, in order to attract the capital market, Luckin called out the slogan of 
"ten thousand stores", established an operation system with this as the goal, and pursued the 
store scale regardless of cost, which led to the failure of the miracle of Luckin's listing. 
In April 2020, Luckin resolutely adjusted its store management strategy. On the one hand, 
Luckin expanded its stores more intelligently and precisely, on the other hand, Luckin closed 
those stores that could not support their own profits and losses, and set profit targets while 
reducing rents. The operation strategy of Luckin coffee stores has been adjusted from the 
original "rapid expansion to occupy the market" to "fine operation to create profits".[1]. 
 

 
Figure 1. Changes of Luckin stores 

Source: Luckin historical financial reporting data. 
 

From the perspective of the number of stores, as shown in Figure 4.1, Luckin has 5,323 stores 
by July 31, 2021, which is only 10.80% growth compared with 4,803 stores at the end of last 
year. Therefore, Luckin's significant revenue growth is due to the growth of per-store revenue. 
Although the total number of Luckin coffee stores did not increase significantly compared with 
that after the crisis in 2020, there were significant changes: It is adding the number of 
franchised stores to reduce the number of self-operated stores and to control the cost. At the 
same time, it shut down a large number of relax stores, pick-up stores and c which are flashy 
and cannot self-sustain. We can see the strategy of Luckin, increasing the number of customers 
and sales income and reducing store operating costs and slowing development speed at the 
same time. 
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Table 1. Luckin’s stores, customers and sales data statistics 

 2020.3.31 2020.6.30 2020.9.30 2020.12.31 2021.3.31 2021.6.30 
Total self-operated stores 4,511 4,267 3,952 3,929 3,939 4,018 

 Pick-up stores 4,257 4,085 3,798 3,791 3,801 3,883 
Relax stores 142 141 142 134 134 132 

Delivery kitchens 112 41 12 4 4 3 
Franchised stores 501 824 879 874 1,012 1,241 

Total customers (thousands) 45,347.5 54,501.9 59,353.4 64,915.6 69,095.8 75,593.4 
Monthly trading clients 

(thousands) 
6,609.3 8,945.1 8,214.8 9,712.1 8,728.0 12,285.3 

Monthly selling products 
(thousands) 

18,136.4 27,011.7 27,604.1 31,632.2 26,783.0 37,041.1 

Source: Luckin historical financial reporting data. 
 
In terms of store structure, among the 5,323 stores of Luckin, 4,030 are self-operated stores 
and 1,293 are franchised stores, which decreased by 5.55% and increased by 56.92% compared 
with the same period of last year. It is worth mentioning that the total revenue of franchising 
stores reached 440 million yuan, an increase of 357.80% compared with the same period in 
2020, bringing a lot of income for Luckin and improving its financial position while reducing 
self-operating costs. Luckin controls trial and error costs by continuously shrinking self-
operated stores and increasing franchised stores, so as to expand the market and improve the 
profitability of stores. 
 

 
Figure 2. Changes in the number of self-operated stores and franchised stores 

Source: Luckin historical financial reporting data 
 
The new CEO asked Luckin to strictly control the cost of opening stores. According to the 
financial report, in 2019, Luckin spent 71.623 million yuan in preparation for opening its own 
stores, while in 2020, the figure decreased by 86% to 9.982,000 yuan. In the first half of 2021, 
Luckin's pre-opening expenses for new stores fell to just 2.7 million yuan from 7.2 million yuan 
in 2020.The cost of stores is constantly transferred to franchisees, while the opening cost of 
self-owned stores is constantly reduced, Luckin is moving towards the direction of breakeven 
and profitability of single stores.[2]. 
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Figure 3. Changes in store rent and other operating costs 

Source: Luckin historical financial reporting data 

3. Marketing Strategy Helps to Overcome Financial Difficulties 

In the early stage, Luckin achieved rapid customer accumulation through coupon subsidies, and 
then completed customer retention through continuous subsidies. At the peak of Luckin's 
popularity, the market even gave Luckin the name of "disruptive innovation", which means 
innovation in convenience and price, offering products with lower price and higher cost 
performance to existing markets and attracting customers that mainstream enterprises do not 
care about to develop and grow.[2]. 

3.1. Realize Coupon Transformation Through Big Data 
The new management clearly wants to reverse the financial dilemma. Through big data analysis 
of the source of the huge profit gap in the financial data, it is concluded that the cost increase 
brought by the massive coupon is seriously disproportionate to the increase in sales revenue. 
Luckin also said in its earnings report that the promotional model of offering lots of coupons is 
not sustainable. At the same time, considering that the added value of the brand brought by the 
early advertising investment is enough, the only way for Luckin is to reduce marketing costs 
and carry out marketing strategy transformation. 
Therefore, the management optimized and adjusted this extensive business strategy. According 
to the data disclosed in the financial statement, Luckin coffee's sales and marketing expenditure 
increased from 746 million yuan in 2018 to 1.252 billion yuan in 2019 and then decreased to 
877 million yuan in 2020. In 2020, the proportion of marketing expenditure in operating 
expenditure decreased by 6.9% to only 13.2%. In the first half of 2021, the proportion of 
marketing expenses further decreased to 12.8%. Luckin has chosen to reduce its preferential 
policies, such as free first cup for new users and two-for-one discount policies. At present, the 
coupons are mainly full discount coupons and discount coupons, and cannot be used in 
combination. 
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Figure 4. Proportion of Marketing expenditure in total operating expenditure of Luckin 
Source: Luckin historical financial reporting data 

 
Luckin coffee still has its unique advantages in new product development and popular 
marketing. Luckin coffee launched its new raw coconut latte in April 2021, which was widely 
searched on Weibo. Different from the traditional classic coffee series, the raw coconut latte 
changed the traditional thinking of exchanging coupons for consumption through the form of 
creative coffee, and successfully raised the original price of a single cup to 35 yuan. The best 
way to maximize profits is to increase revenue while controlling costs. At the same time, with 
the continuous promotion of Weibo and other new media, Luckin has realized zero-cost 
advertising. Luckin's subtle move shows its unchanging dominant position in the new retail 
field in the digital Internet era. 

3.2. Reduce the Cost of Publicity Through New Media 
Due to its financial difficulties, Luckin had to adjust its loss subsidy strategy and shift to private 
scenes such as WeChat community, APP and mini program. Bid farewell to the traditional omni-
channel advertising and high-priced celebrity endorsement marketing. Marketing changes 
from only attracting new to retention and frequency improvement of the comprehensive goal, 
so that its marginal cost is constantly reduced. Luckin's more than 1.8 million private domain 
users have joined more than 9,000 communities. After joining the group, customers increased 
their monthly purchases by 30%, their weekly repurchases by 28%, and Luckin's monthly 
activity increased by 10%, resulting in an increase in orders of 35,000 cups per day. By actively 
expanding sales channels through new media, Luckin can reduce marketing costs and attract a 
large number of young consumers at the same time. The vast audience of Luckin will not be 
affected by the financial fraud. On the contrary, a large amount of exposure can be regarded as 
a disguised publicity. 
Based on the transformation of advertising sales cost management mentioned above, Luckin 
coffee made a major breakthrough in the semi-annual report of 2021: for the first time, its 
stores changed from a loss to a profit. In the same period of 2020, the operating profit of its self-
operated stores was -531 million yuan, and the operating profit margin of its stores was -
39.2%.But in the first half of 2021, the operating profit of self-operated stores reached 420 
million yuan, and the operating profit rate of stores achieved a positive growth of 16.3%.It can 
be seen that Luckin's substantial growth in revenue is driven by the increase in average revenue 
of each self-operated store, further improvement in customer retention rate and order 
frequency, and an increase in the proportion of profitable stores. In terms of cash flow, Luckin 
attaches great importance to information upgrading and has carried out a round of 
comprehensive upgrading from the second half of 2020 to the first half of 2021. The target of 
monthly profit urges the store cash flow and profitability to develop in a good direction. 
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4. The Power of the High-tech 

In terms of products, Luckin has established a R&D team based on the R&D system and supply 
chain, which not only focuses on the research and development of new varieties of coffee, but 
also innovates the production system and high-tech equipment related to the supply chain in 
the process of purchasing, roasting and making coffee beans. Luckin has always rooted science 
and technology in its own development. 
In addition to franchise stores, Luckin is also constantly trying new business directions with 
the help of the Internet and big data. For instance, the self-service coffee machine. Luckin's self-
service coffee machine is fully connected to the Internet of Things (IoT), which can accurately 
measure the temperature inside the equipment and automatically notify the background of 
maintenance when there is an error. Also, it can measure reserves of coffee beans, milk and 
pure water, and automatically timely inform the background replenishment. 
 

 
Figure 5. Product features of Luckin Self-service coffee machine 

 
Luckin's self-service coffee machines weave a sales network like a spider's web, covering 
regions and cities where there are no previous sales, the frequency is not high enough or the 
cost of opening a shop is too high. Compared with directly opening directly operated stores or 
franchised stores, this can not only greatly reduce the cost of stores, but also the related costs 
in transportation, distribution, production and other aspects. Luckin's self-service coffee 
machines and stores effectively complement each other. In the network of existing stores, the 
supply and maintenance of self-service coffee machines can be assisted by existing shop 
assistants. Supplement the existing sales network, quickly attract new users, seize deep 
customer groups, and reduce labor costs to the greatest extent. 
It is worth noting that financial fraud is not equal to product fraud. For ordinary consumers, 
people only pay attention to the quality and cost performance of coffee and milk tea, but do not 
care about the short-term operation and financial status of a brand. Therefore, based on users' 
brand impression of Luckin coffee, Luckin’s self-service coffee machine provides users with 
high quality coffee expectation. At the same time, brand advertising investment can be further 
reduced, in the cost management perspective to achieve a win-win situation. At the same time, 
as machines improve themselves, the need for staff in future stores will be further reduced, 
accelerating the release of huge potential for large-scale expansion. 
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5. Supply Chains Help the Budding 

In addition to effective store organization and cost management, Luckin's rapid recovery also 
needs supply chain support. It usually takes a long time to build a supply chain and solidify 
relationships, but Luckin appears to have done so quickly, which is the best way to ensure that 
Luckin can survive the fallout. In fact, in the semi-annual report of 2021, the procurement cost 
of raw materials such as coffee beans and milk of Luckin coffee is 1.3 billion yuan, accounting 
for 40.85% of the sales revenue. Compared with Starbucks, the gap is very small. For Starbucks, 
such a low percentage has been worked on for 20 years, so these advantages are relatively 
subtle. 
Luckin has the following unique advantages: First, Luckin is good at using science and 
technology to improve its own capabilities; Second, unlike traditional supply chains, Luckin's 
core supply chain is designed according to the design of new retail enterprises; Third, Luckin's 
supply chain partners are all top enterprises in China or even the world. The new digital supply 
chain model supports Luckin to achieve revenue and profit growth even in difficult times. In 
order to solve the problems of difficult cost control, low inventory turnover and slow delivery 
response, Luckin gives its own answers. The following three aspects of demand prediction, 
inventory planning and management, and supply chain implementation are discussed to 
further explore the mystery of cost management behind Luckin's resurrection. 

5.1. Luckin's Corporate Lifeline 
Generally speaking, service enterprises need to focus on customer experience and cost 
structure. In the early stage of enterprise development, most enterprises focus on customer 
experience at the expense of cost structure, so as to quickly seize the market. Luckin is no 
exception, and even becomes a topic of interest. Although we can satisfy customers in the short 
term, in the end a good cost structure is the key of enterprise success. As far as cost structure is 
concerned, under the premise of ensuring supply of supply chain, cost optimization becomes a 
problem that must be considered. This paper focuses on analyzing how Luckin maintains its 
advantages after the crisis and gradually gets out of the mire with the experience and network 
accumulated in the supply chain. 
The cost control of raw materials is equivalent to squeezing a sponge, enterprises should try to 
squeeze the water out of sponges as much as possible through various optimization methods, 
so as to reduce the cost to a relatively reasonable level. Only when the cost is reasonable, the 
overall price of the product can be reduced eventually, thus improving the cost performance of 
the product. Luckin makes bold use of cutting-edge technology in its supply chain, and new 
thinking, grown through trial and error, is the upward curve of its lifeline. 
Supplier management should be a relationship of co-existence and mutual achievement, not 
just a simple sales relationship. In the process of mutual promotion, industry standards will be 
improved. To a certain extent, Luckin has been a pioneer in the industry over the past two years 
and has pushed the industry forward. Luckin uses European time to work with European 
suppliers and works overtime to speed things up. Therefore, supplier management is Luckin's 
baseline. 
However, for a catering enterprise, the only line of defense of lifeline must be quality 
management. The most important reason why Luckin has not been knocked down by the 
financial fraud crisis is its attitude towards high standards of quality management, which has 
become the biggest reason for consumers and suppliers to choose Luckin. 
Therefore, the real lifeline is made up of all three intertwined. With the help of the Internet to 
build supply chains, respect and consolidate supplier relationships, and set high standards for 
quality management, Luckin has experienced ups and downs in its lifeline. From falling into the 
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abyss to facing the bright future, Luckin has dealt with crisis after crisis by its supply chain 
advantages and the secret of optimizing product costs.[3]. 
 

 
Figure 6. Luckin's corporate lifeline 

5.2. Reduce the Cost of Publicity Through New Media 
The core of Luckin demand prediction is the establishment of algorithm and calculation model. 
Through the accumulation of historical data and accurate prediction of store sales, good 
processing data are obtained. Combined with the actual algorithm logic, the algorithm and data 
complement each other, making planning and prediction more accurate. 
 

 
Figure 7. Luckin demand prediction model establishment 

 
Two kinds of algorithmic logic exist in the store inventory of Luckin: the first is safety inventory, 
the system will retain the necessary raw materials for sale, once the store inventory is below 
the critical value, the system will automatically send a replenishment reminder; The second 
algorithm logic is based on the multi-factor model, the system is based on the historical sales of 
a single store and the historical sales of the whole city, combined with the consideration of 
weather and holidays and other exogenous variables for accurate prediction to determine the 
supply quantity. It all relies on machine learning to constantly train and improve systems, 
rather than traditional human experience. Luckin's system is like a collection of genius brains 
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in various fields, integrating and analyzing historical information to make judgments and 
predictions about the future. 

5.3. Reduce the Cost of Publicity Through New Media 
At present, the top three domestic logistics companies are all partners of Luckin. Luckin and its 
suppliers implement inventory planning and management through scientific research and 
technology to enhance enterprise cooperation and better control costs. All suppliers 
cooperating with Luckin are required to connect all data to Luckin's systems for information 
sharing and interconnection. 
With Luckin's growing business volume and more transparent accounting period, suppliers are 
more willing to establish partnerships with Luckin. Long-term good cooperation will not end 
just because of financial troubles. On the contrary, if Luckin is willing to regenerate in adversity, 
it will be an opportunity for upstream and downstream enterprises in the supply chain. Better 
price and better service in exchange for larger order quantity, which has become a virtuous 
circle of enterprise cooperation in the supply chain. 
Based on big data analysis and analysis of traditional warehousing drawbacks, Luckin charges 
all inventories by volume, which has become the biggest reform and innovation in the 
warehousing industry at the present stage. The traditional settlement method is based on the 
floor area as the unit of valuation, both sides must play a game on this issue. After adopting 
volume pricing, suppliers will take the initiative to optimize and adjust their management mode, 
so that goods are placed more orderly and reasonable, so as to load more goods and obtain 
higher income. In this way, the utilization rate of the warehouse will be greatly improved, and 
the corresponding storage costs will be effectively controlled.[3]. 

5.4. Reduce the Cost of Publicity Through New Media 
Luckin insists on working with suppliers rather than sourcing directly from the place of origin. 
Luckin's current trading model is that coffee bean producers put coffee beans in bonded 
warehouses. If the quality of coffee beans does not meet standards, they can refuse to pick up 
the beans, which minimizes the cost of raw material procurement and storage and risk loss. The 
return procedure will be greatly simplified compared with direct delivery at the place of origin. 
Luckin takes advantage of its own unique coffee supply chain system to purchase high-quality 
coffee beans worldwide and upgrade the whole industry chain with high-quality raw materials, 
efficient supply chain, integrated roasting, production and processing mode and high-quality 
terminal services. Yunnan, for example, is a producer of small grain coffee, but the price of 
Yunnan beans is very cheap among the world's coffee beans. Luckin turned the cheap beans 
into a novelty product and sold the product at a premium. 
For the roasting of coffee beans, Luckin chose to set up its own roasting plants. The baking base 
invested and built by Luckin in Fujian is the first intelligent production base in China that has 
realized the automation of the whole production line, which can realize the full automatic 
production of raw bean processing, baking, packaging, stacking and warehousing. The 
establishment and operation of Luckin coffee roasting base is an important attempt to extend 
to the whole industry chain after the crisis, which can control the quality of coffee in the whole 
process and provide high-quality, economical and convenient products. 

5.5. Reduce the Cost of Publicity Through New Media 
For catering enterprises, shelf life is very important. In most catering businesses, expiration 
dates are recorded manually, which inevitably risks tampering and misuse. In order to avoid 
these situations, Luckin has introduced an automated shelf life management system to 
automatically print and remind shelf life of all materials. 
The traditional quality control is to realize the control of the whole chain through the 
improvement of the whole system and subsequent improvement. Luckin's operation is more 
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efficient and simple, and the application of IT technology realizes the global monitoring and 
real-time feedback of quality control. Therefore, Luckin's quality management is more efficient 
and the corresponding management cost can be better controlled. Luckin's efficient 
management mode is similar to Starbucks's, but the quality management team with only 60 to 
70 members is simpler and more standard in operation. Compared with Starbucks's team with 
hundreds of members, human resources can be effectively utilized and labor costs can be 
effectively controlled. 

6. Conclusion 

In terms of supply chain and cost management, Luckin is just like a baby eagle, which is still 
learning and accumulating. Just like learning to fly, bold attempt is the first step to success, 
failure is the best teacher. Luckin was badly hurt by the financial turmoil, but it is still an eagle 
that will soar in the sky. Relying on mobile Internet facilities, adopting new supply chain 
Internet thinking and relying on digitalization, Luckin will rise from the dead, maintain its own 
advantages, make up for the previous shortcomings, and seize market opportunities to achieve 
a second take-off in the future. 
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