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Qian Zhiya may be Starbucks’ worst nightmare. The
42-year-old Chinese entrepreneur says she is bet-
ting that her fledgling Luckin Coffee brand will

eventually have more cafes in China than Starbucks, and
she has Singapore’s sovereign wealth fund and other
investors bankrolling her plan. Luckin, which only official-
ly launched in January, has opened more than 660 outlets
in 13 Chinese cities thanks to a supercharged growth plan
based on cheap delivery, online ordering, big discounts
and premium pay for its staff.

Its assault comes at a crucial time for Starbucks,
which has 3,400 stores in China - its second biggest mar-
ket after the US - and plans to almost double that number
by 2022. And the speed of the attack is a warning to other
established consumer brands in China that they too could
be vulnerable to a start-up’s attempt to reinvent a market,
brand consultants say. Starbucks’ shares were pummelled
in June after it warned same store sales growth in China
had plunged to zero or worse last quarter, against 7 per-
cent growth a year earlier. Its fiscal third-quarter results
are due out on Thursday.

Starbucks said some new cafÈ openings were canni-
balizing customer visits at nearby stores and it also
blamed a drop-off in orders through delivery firms. While
it did not mention increased competition, investors and
analysts said it is clear that Luckin does represent a
threat. However, they also point out that Starbucks’ brand
has been very resilient to challenges from rivals around
the world over the years, largely because of the ambience
of its stores, its service and the consistent quality of the
coffee served. There is also no sign that Chinese con-
sumers have turned against such a very American brand
as a protest over US President Donald Trump’s imposi-
tion of punitive tariffs on Chinese exports.

Big promotions
Reuters spoke to 30 consumers in Beijing Yintai

Center, a shopping mall that has a Starbucks, Costa
Coffee and Luckin outlet, among others. Half of those
polled said they had tried Luckin; most said they liked it,
though more than two-thirds said their top choice
remained Starbucks. The majority drank coffee in-store or
bought to take away, with only a small number saying they
had coffee delivered, a potential challenge for Luckin’s
delivery-focused strategy. Taste, convenience and envi-
ronment were their top three priorities, more than price.

Luckin’s customers can order coffee via an app, watch
a livestream of their coffee being made, and have it deliv-
ered to their door in an average of 18 minutes, the com-
pany says. A regular latte, roughly the size of a Starbucks
grande, costs 24 yuan plus 6 yuan for delivery (free deliv-
ery for orders of more than 35 yuan), but can be half
price after promotions. A grande latte at Starbucks costs
31 yuan. More than half of Luckin’s stores are larger
“relax” outlets or pick-up stores with some seating. The
rest are delivery kitchens.

The speed of Luckin’s growth is extraordinary - it took
Starbucks about 12 years to open as many stores. In many
ways it echoes the way in which some major Chinese tech-
nology firms, such as ride hailing platform Didi Chuxing,
have burned through cash to grab market share and been
valued highly as a result. Qian, who was previously chief
operating officer at Chinese ride hailing firm Ucar, says
Luckin’s focus now is all about increasing customers. “I
don’t have a timeline for profit,” Qian told Reuters at the
firm’s Beijing headquarters as she sipped her third Luckin
coffee of the day. “For us, what we care about now is the
number of users and if they are coming back to us, whether
they recognise us, whether we can take market share.”

The firm raised $200 million this month to help fund
its expansion, including an undisclosed sum from
Singapore government fund GIC, a funding round which
Luckin said valued the firm at $1 billion. “In the future we
will have more cafes than Starbucks,” she declared. One
of the investors in the latest fundraising said it is the logi-
cal time for there to be a shake-up of the coffee world in
China. “This model will appeal to young customers amid
the country’s consumption upgrade,” said the investor,
who asked not to be identified. The use of online ordering
and delivery should be enough to unnerve many estab-
lished brands, said Bruno Lannes, Shanghai-based part-
ner with consultancy Bain & Co. “It’s a big threat, that’s
why western brands need to pay attention,” he said.

‘Flash mob’
Still, not everyone agrees the Internet model translates

easily to the coffee business, given the need for costly
stores and quality control. “It remains to be seen if they
can really hook consumers in and create a monopoly in
the market, like those we see in sectors like cab-hailing,”
said Liu Xingliang, president of tech consultancy China
Internet Data Center. And some of the consumers Reuters
spoke to in the Beijing mall saw hurdles ahead for Luckin.
Liu Xu, 23, an advertising professional, who compares
Luckin to a “flash mob” that came out of nowhere, said he
tried the firm’s coffee out of curiosity but prefers hand-
drip single-origin coffee.

And Lian Yiheng, 22, a student, said she was attracted
by Luckin’s promotions and the convenience of delivery,
but felt it needed to improve its selection of coffees and
store decoration to lure people in the longer run. Qian
said the plan was to have more sit-in stores and reduce
the proportion of delivery-only outlets, which would
require higher spending on setting up in better locations
and on dÈcor. On the question of quality, she says that it
uses select arabica beans from Ethiopia. — Reuters
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Luckin brews up a 
threat to Starbucks

By Maysam Behravesh

The exodus of international firms from Iran is accelerat-
ing as the August deadline for the re-imposition of US
sanctions against Tehran approaches. President

Donald Trump’s decision to withdraw the United States from
the multinational Joint Comprehensive Place of Action,
which lifted international sanctions against Iran in exchange
for curbs on its nuclear program, has left the 2015 accord
hanging dangerously in the balance.

On July 7, French shipping giant CMA CGM announced its
decision to leave Iran “due to the Trump administration,” the
group’s chief executive Rodolphe SaadÈ said. The announce-
ment came two days after talks in Vienna between Iranian
Foreign Minister Mohammed Javad Zarif and his counterparts
from Britain, China, France, Germany and Russia produced no
breakthroughs. The first of its kind since Trump’s withdrawal
announcement in May, the meeting was intended to provide
the Islamic Republic with an economic package that would
make up for its losses under US sanctions.

Today, the weakened nuclear agreement confronts three
possible fates: Survival, abrupt death, or gradual demise.
Since the conclusion of the accord, Iranian leaders have
maintained that Tehran will remain in it as long as its inter-
ests are preserved, and the deal continues to benefit Iran’s
economy. Their position did not change after the US admin-
istration’s decision to shelve the agreement. President
Hassan Rouhani reiterated Iran’s commitment to the pact
shortly before the Vienna meeting but, a few days later, in a
phone conversation with German Chancellor Angela Merkel,
he described the compensatory European Union package as
“disappointing” and lacking “a clear roadmap”.

To persuade the Iranian leadership to abide by the
JCPOA, Europe has a three-pronged action plan that con-
sists of guaranteeing European Investment Bank (EIB) serv-
ices to Iran, activating the “blocking statute” to safeguard
European firms active in Iran against US secondary sanc-
tions, and securing direct credit transfers to Iran’s central
bank that would bypass the US financial system.

According to French Foreign Minister Jean-Yves Le
Drian, Europe will probably fall short of shielding Iran from
US nuclear sanctions by August, but its protective econom-
ic package may yet come through by Nov 4, when the
second round of penalties against Tehran are set to take
effect. Barring significant domestic or foreign develop-
ments, the Iranian leadership is l ikely to wait  t i l l
November, while monitoring European efforts. Notably, on

July 17, Behrouz Kamalvandi, spokesperson for the Atomic
Energy Organization of Iran (AEOI) confirmed that Tehran
has received Europe’s package of incentives and that it
meets “elements of Iran’s demands but still requires fur-
ther consideration”.

‘Revolutionary’ decision 
Nevertheless, Iran’s Supreme Leader Ayatollah Ali

Khamenei may be tempted to use the impaired agreement as
an opportunity to boost his credibility with an increasingly
recalcitrant Iranian public by taking a “revolutionary” deci-
sion to jettison the nuclear accord once and for all. It was

Khamenei’s policy of “heroic flexibility” that made entering
nuclear negotiations with world powers in 2013 possible in
the first place, and the near failure of that landmark policy,
manifested by the US withdrawal from the JCPOA and the
restoration of sanctions, has cost Iran’s top leader politically.
A decision by Khamenei to take this path would see Iran
resuming nuclear work on a larger scale and faster pace than
in the past, and cause the sudden collapse of the agreement.

Such a decision by the Iranian leader, however, would
alienate China and Russia and set Iran on a collision
course with Western powers, not least Europe. It would
also pave the way for the re-adoption of UN Security
Council sanctions against Tehran. For this and other rea-
sons, including the concern that Israel could launch a mili-
tary response, the Iranian leadership is unlikely to go
down the path of nuclear “breakout”.

To avoid inviting military action at a time of growing
domestic dissent and heightened tensions with neighbors, or
having its nuclear dossier reopened at the UN Security
Council, Iran will probably try to creep out - rather than
break out - of the JCPOA if efforts to guarantee benefits of

staying in it fail. This is partly because Tehran seems to
have reached the conclusion that even if Europe does sum-
mon the political will to shield Iran from US penalties, it
may not be able to resist American pressure in the long
run, and it may ask Tehran to make other compromises,
such as on its missile program and regional interventions,
in return. Recently, European Investment Bank President
Werner Hoyer cast doubt on the EU’s ability to deliver on
its pledge to salvage the Iran nuclear accord, cautioning
that EIB’s global operations would be imperiled if it invest-
ed in Iran as it is the kind of country “where we cannot
play an active role”.

On June 4, in his first official response to Trump’s pullout
decision, Khamenei ordered the AEOI to lay the groundwork
for achieving “190 000 SWUs [Separative Work Units]”
involving uranium enrichment capacity “as soon as possi-
ble,” but “within the framework of JCPOA for the time
being.” (By some assessments, Iran’s enrichment capacity
before the deal was around 10000 SWUs; today it is about
6000 SWUs.) This speech came days after Rouhani
instructed the same organization to make preparations for
“industrial-scale enrichment without limits.”

In practice, creep-out may take the form of implementing
the accord selectively, perhaps by measures like allowing the
International Atomic Energy Agency (IAEA) inspectors lim-
ited or delayed access to Iran’s nuclear sites. In its first
report since Washington’s pullout in May, the agency tacitly
criticized Tehran for dragging its feet on so-called “comple-
mentary access” as part of the Additional Protocol, which
Iran agreed to implement “voluntarily” under the JCPOA.

Gradual demise of the nuclear deal appears the most
likely outcome if Europe, Russia and China fail to neutralize
crippling US sanctions against Iran. Though it might not lead
directly to war, this scenario would substantially escalate
regional tensions and further destabilize the Middle East.
Finally, with the escalating war of words between the Islamic
Republic and Washington, including Trump’s all-caps “never,
ever threaten the United States” tweet - a response to
Rouhani’s “mother of all wars” speech on Sunday - Iran’s
desire to keep Europe and other powers on its side as a bul-
wark against American military action may serve as the ulti-
mate - but imperfect - savior of the nuclear deal. 

NOTE: Maysam Behravesh is a multimedia journalist at
the TV channel, Iran International, a PhD candidate in the
Department of Political Science and an affiliated researcher
at the Center for Middle Eastern Studies, Lund University,
Sweden — Reuters
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Unease as Khan
invokes blasphemy 

Pakistan’s politicians, including PM hopeful Imran Khan,
are mainstreaming extremism by invoking hardline
issues like blasphemy to get votes, analysts say, warn-

ing the tactic could deepen sectarian fractures and poten-
tially spill into violence. The warnings come as Pakistan con-
fronts anger over a new wave of militant attacks which have
killed 175 people at campaign events ahead of nationwide
polls on July 25. The country’s long-persecuted religious
minorities are on their guard as a result.

“Previously it was only a bunch of extremists spreading
hatred against Ahmadis,” said Amir Mehmood, a member of
a community which has long been targeted by extremists in
Pakistan, particularly over blasphemy. “Now mainstream
parties like the PTI (Khan’s Pakistan Tehreek-e-Insaf) are
doing it.” Ahmadis consider themselves Muslims, but their
beliefs are seen as blasphemous in most mainstream Islamic
schools of thought. They are designated non-Muslims in
Pakistan’s constitution.

Khan, the cricketer-turned-politician who is the main
challenger in the election, has caused concern in recent
weeks with his full-throated defense of Pakistan’s controver-
sial blasphemy laws, which carry a maximum penalty of
death. It is a hugely inflammatory charge in Pakistan. The
state has never executed a blasphemy convict, but mere
accusations of insulting Islam have sparked mob lynchings
and murders. International rights groups have long criticized
the colonial-era legislation as a tool of oppression and
abuse, particularly against minorities. In recent years, it has
also been weaponised to smear dissenters and even politi-
cians. The topic is so incendiary that mere calls to reform the
law have provoked violence, most notably the assassination
of Salmaan Taseer, the governor of Pakistan’s most populous
province, by his own bodyguard in 2011. The assassin,
Mumtaz Qadri, was angered by Taseer’s reformist stance on

blasphemy. Feted as a hero by hardliners, he was executed
by the incumbent Pakistan Muslim League-Nawaz (PML-N)
government in 2016, provoking Islamist fury.

‘There is a shift’ 
Now Qadri’s image is being used on election banners, and

some of Khan’s candidates are asking Pakistanis if they plan
to vote for “the party who executed him”, placing themselves
firmly on the side of Islamists. At one rally in Islamabad this
month, Khan told clerics in televised comments that the PTI
“fully” supports the blasphemy law “and will defend it”. “No
Muslim can call himself a Muslim unless he believes that the
Prophet Mohammed is the last prophet,” he said - a state-
ment that raised alarm among Ahmadis, who are persecuted
for their belief in a prophet after Muhammad (PBUH).

Analyst Amir Rana says “there is a shift” in this election:
“The mainstream political parties are also exploiting the
religious narrative.” He predicts this change would deepen
sectarian divides, empower radical groups, and could pro-
voke violence. Khan may simply be trying to target the

PML-N with his comments on blasphemy, says minority
activist Kapil Dev. But when the potential next prime minis-
ter of the country shares an inflammatory stance with
extremists, “people take it seriously”, Dev warned. Jibran
Nasir, a prominent human rights activist running as an inde-
pendent candidate in the southern city of Karachi, is already
facing threats over the issue. Islamist hardliners stormed his
election events and warned him not to campaign in the area
over his refusal to denounce Ahmadis. In a video posted
online, one cleric in Nasir’s constituency is seen referencing
the assassin Qadri in a threatening speech.

‘Heretics’ 
Organisations like Tehreek-e-Labaik Pakistan (TLP),

which blockaded the capital Islamabad for weeks last year
over blasphemy, are widely contesting the polls.The party’s
chief, Khadim Hussain Rizvi, reportedly told journalists in
Karachi that if he took power in the nuclear-armed country
he would “wipe Holland off the face of the earth” over car-
toons of Prophet Muhammad (PBUH). Other radical groups
contesting the vote include Sunni sectarian extremists Ahle
Sunnat Wal Jamaat (ASWJ), and the Milli Muslim League,
linked to Hafiz Saeed, the man accused of masterminding the
2008 Mumbai attacks.

“If we get power in the evening and if a single Shia is
alive by the morning in Pakistan then change my name,”
ASWJ leader Muhammad Ahmed Ludhianvi told an election
rally. Both groups have been banned from the election but
their candidates are contesting under the banner of other,
lesser-known parties. The analyst Rana suggested PTI and
Khan may also be trying to weaken the appeal of radical
religious groups by co-opting their rhetoric. But if he really
is seeking to cut support for these parties, it will only
increase the appeal of extremism, warns the Ahmadi activist
Mehmood. In his town of Rabwah in central Pakistan, a hub
of the Ahmadi community, residents say not one politician
has visited its 40,000 registered voters this campaign sea-
son. “Nobody dares to come here,” Mehmood says. “They
will be considered heretics.” — AFP  

Pakistani cricketer turned politician Imran Khan speaks to sup-
porters during a campaign rally on July 22, 2018 in Karachi
ahead of the general election.  — AFP 

Can Iran nuclear deal still be saved?


