




Luckin Coffee Takes a Break

Named the Starbucks of China, Luckin Coffee showed impressive growth throughout 2019 with its explosion of coffee outlets in China underselling Starbucks by as much as 20 cents per cup. The high growth company was appealing to overseas investors. 
Ousted top executives CEO Jenny Qian Zhiya and COO Lui Jian along with 12 other employees worked to falsify $300 million in sales in 2019 by using third parties with connections to company employees to move funds. Millions of vouchers for cups of coffee were “sold” to fake customers. 
Co-founder Charles Lu Lhengyao, said to have known about the fraud, was removed as board chairman. Lenders such as Credit Suisse are trying to recover losses as the company is in liquidation. 
After its $300 million accounting scandal was revealed in April, 2020, Luckin stock has dropped nearly 90% causing it to be removed from the Nasdaq exchange. 
Optimistic investors hope for a rebound as the stock trades over-the-counter and the company may find a buyer. The hope for high growth may be fundamentally misunderstood considering Chinese drink very little coffee overall compared to Western countries. 

Discussion Questions:
1. How did Luckin top executives manage to defraud investors? What oversight was missing?
2. What facets of corporate culture could lead to the fraud that collapsed the company?
3. What are the leadership mistakes that only seem to escalate as things go wrong?
4. What can other Chinese companies learn about stability and long term growth from the Luckin scandal?
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