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Chapter MC24, Problern 1DQ

Problem Bookmark Show ali sleps:
LVMH in China: Cracks its Empire of Desire?

Why has LVMH been so successful in China? With the Chinese economic slowdown, do you
think there are risks to LVMH growing aggressively in China? What do you think should be its
strategy in China going forward?

Step-by-step solution

Step 1 0i2

The luxury brand LoVut has been not only successful in China, but also is in existence there for
long time without contest. Many factors have contributed lo the invincible position of the LoVut,

» The company has established its first presence thirty years back and has been doing
promotions to position itself as a luxury brand

* The products of LoVut appealed to the wealthy Chinese inlensely

* The LoVut brand enhances the prestige of the Chinese, and even middle class Chinese aspire
to own this brand

Comment

Step 2 of 2

Definitely, the economic slowdown is going to affect the sales of LoVul products. The reason for
low sales is not because the affluent customers canriot afford it. Only they are moving away from
the brand, because during the boom time, the brand has crept into the middle class segment,
and the affluent lot lost the identity of being elite.

The LoVut should slow down their sales in Ghina, and attempt to regain the image as the retailer
of lhe elite,

Comment

Was ihis acludion helpful? 0 0
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Recommended solutions for you to review

Chapter 2, Problem 3STP

Trace any changes in strategy that you can identify
over lime. Try to determine whether the strategic
changes of your selected firm are a result of
intended strategies, emergent strategies, or some
combination of both

View this solution

Chapter MC8, Problem 4DQ

Nike's Core Competency: The Risky Business of
Fairy Tales If you are a competitor of Nike (such as
adidas, Under Armour, New Balance, or Li-Ning),
how could you exploit Nike's apparent vulnerability?
Provide a set of concrete recommendalions
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Chapter MC24, Problem 2DQ

Strategic Management: Concepts | (3rd Editi —H Show all steps:
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LVMH in China: Cracks its Empire of Desire?

Which strategic initiatives does LVMH pursue to strengthen its position in China? In parlicular, Continue to post
how does LVMH encotrrage Chinese clistamers to purchase LVMH products in China rather than

: . s . 20 questions remaining
abroad? Do you think these strategic initiatives will be successful? Why or why net? What other

ideas do you think LYMH should puwsue lo encourage Chinese cuslomers to purchase LVMH

products in China?

My Textbook Selutions

Step-by-step solution

Step 1 0f 2
Strategic Stralegic Principles of
Managerial
In order Lo pick up sales and to woo the extremely rich customers in China, the company must 3rd Edilion 3rd Edition 12th Edition

aH solutions

take the following strategic steps,

« Carry the prominent international collection merchandise in the Chinese stores also, and design
products specifically for the Chinese community. The Chinese designs must be sold only in

Chi
e Chegg tutors who can help

+ Control the free walk of the buyers into the stares, and make the stores open to the customers rig ht now
only by invitation

« Produce only limited edilions of producls for each design S
Rensselaer Polytec..,
» Develop a customer referral system, in which the known customer introduces other aspiring

customer. The company creates lhe profile of the new customer and then invites them to present

g Brian

the exotic collections Brown University

-

* The price of the products may be increased and discounts may be offered to the customers

based on lhe purchase history and the quality of the referrals Andrew

Washington Univer,,

L

Coroment
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Step20of 2

Since the Chinese customers buy the LoVut prodticts to enhance their prestige, the company
must help the customers to make them feel unique. The above suggestions are intended to make
the customers stand out in the crowd, and are likely to be successful.

Comment

nelofad? 0 o]

Was $his sof

Recommended solutions for you to review

Chapter 2, Problem 35TP Chapter MC8, Problem 4DQ

Trace any changes in strategy that you can identify Nike’s Core Conipetency: The Risky Business of
over time, Try to delermine whether the strategic Fairy Tales If you are a competitor of Nike (such as
changes of your selected firm are a result of adidas, Under Armour, New Balance, or Li-Ning),
intended strategies, emergent strategies, or some how could you exploit Nike's apparent vulnerability?
combinalion of bath Provide a set of concrete recommendations
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Chapter MC24, Problem 3DQ
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Problem

LVMH in China: Cracks Its Empire of Desire?

Louis Vuitton is LVMH's flagship brand. Much of Louis Vuitton's appeal is that it beslows
exclusivity on its owners. In the last few years, however, the Louis Vuitton logo has been applied
widely with handbags and accessories proliferating at an unprecedented speed. In addition,
counterfeiling further leads Lo a proliferation of the “Louis Vuilton brand.” One analysl concluded
that LVMH is “way overexposed in China, with too many stores and too much in fixed costs."4 Is
LVMH changing its strategic position of Louis Vuitton from a focused differentiator to a broad
differentiator the brand losing its appeal? Does Louis Vuitton tisk being “stuck in the middle"?
Why or why not?

Step-by-step solution

Step 10l 3

The analyst is right; LuVot lost its appeal to the core customers because of it's over exposure to
the market. The core customers of the company are the rich and affluent segment of China, who
wishes to stand out in the crowd.

Comment

Step 2 of 3

Too many stores in the country and accessibility of the products to the middle class, made the
core cuslomers move away from the brand. The rich class began to shop for LoVut products in
foreign countries or looked for olher luxury brands.

Comiment

Step 3 of 3

The company is inadvertently losing its competitive advantage by praclicing broad differenliation
rather than focused differentiation. LoVut should come back to its original position as a provider
of luxury goods for the elite. Focused differentiation and the niche segmentation are the solution
for this predicament, '

Comment

Was this solution hilpful? 0 0
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Chapier MC24, Problem 4DQ Post a question
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Problem Bookmark Show all sleps:
Enter question
LVMH in China: Cracks Its Empire of Desire?

Given the backlash in China against corruption and conspicuous consumptlion, what
recommendations would you give LYMH? Continue to post

20 questior‘\s remaining

Step-by-step solution
My Textbook Solutions

Step 10f2
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Itis really a devastating revelation that the LoVut's products have been used for corrupting the
officials. Every company expects to acquire genuine customers. bul using the products for

illegitimate purposes by the pseudo customers drains the brand value of the business. The Stralegic

company may be able to fight low sales volume, but the products getting associated with -
. . ) 3rd Edition 3rd Edition 12th Flition
scandalous issues is a misfortune,

>

Comment

Chegg tutors who can help

Stop 2 of2 right now

S
The company may adopt the following approach to overcome the negative image, n Rensselaer Polytec..,

» Close down lhe stores where there is apparent incidences of illegitimate purchases, and

overexposure to the real customers Brian
Brown University (L

« Without reducing the price add real value to lhe praducts, and do a campaign lo increase the

perceived value among the customers.
! Andrew

« Get associated with anti-corruption movement and educate the customers about the real value x Washington Univer..

of the LoVut products

k=

+ Highlight the impacl of purchases on the artists who create the products FIND ME A TUTOR
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Was this solubon

Recommended solutions for you to review

Chapter 2, Problem 3STP Chapter MC8, Problem 4DQ

Trace any changes in strategy that you can identify Nike's Core Competency: The Risky Business of
over time, Try to determine whether the strategic Fairy Tales If you are a competitor of Nike (such as
changes of your selected firm are a result of adidas, Under Armour, New Balance, or Li-Ning),
intended stralegies, emergent slrategies, or some how could you exploit Nike's apparent vulnerability?
combination of both Provide a set of concrete recommendations
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Problem
Enter question

LVMH in China: Cracks lts Empire of Desire?

LVMH is a diversified conglomerate owning a number of luxury brands including Louis Vuitton Continue to post
(fashion and leather goods), Bulgari and Tag Heuer (watches and jewelry), Moe't et Chandon '
and Dom Pe ‘rignon (wines and spirits), and Dior {fashion, perfumes, and cosmetics). Identify
core competencies, economies of scale, and economies of scope thal would aliow LVMH to
create value as a diversified conglomerate ("diversification premium”). What factors could lead
LVMH to destroy value as a diversified conglomerate (“diversification premium”)? Explain

20 questions remaining
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For a company to enter lhe luxury goods market, it must have four compelencies: economies of View ail 5¢
scale, product differentiation, ability 1o spend on unrecoverable costs, and high degree of

innovation. Of course, other minor assels required for the business include design patents,

financial resources and experience in the market. The parent company of LoVut has all lhese

s

qualifications. Chegg tutors who can help
right now
Comment
b e
Rensselaer Polytec., (82
)
Step 2 of 3 Brian

A Brown University fiItEs

LoVut, parent company's Corporate strategy is a conglomerate diversification with interests in [
i i i i i J Andrew

fashion, watches, leather goods, jewelry, fine wines, perfumes, retail stares, etc. Generally ﬂ Washington Univer.. 7
conglomerates are not successful in managing diverse business interests, but LoVut's parent

company is successful because of its strong brand names, international reputation, and ability to

market luxury goods. The conglomerate is able to keep away competition through niche value FIND ME A TUTOR
creation and focused differentiation strategy. The value capture system is very intricate and the

company extracts premium price from the customers.

Comment

Step 3 of 3

Moving away from niche, focused differentiation, high pricing, and innovation, the conglomerate
is likely to destroy its competitive advantage.
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