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AMOREPACIFIC has rapidly grown to become a successful global brand by persistently seeking
and achieving success in foreign markets. In 2011, AMOREPACIFIC was ranked as one of the global
top 20 cosmetics companies.

What makes AMOREPACIFIC's global success noteworthy is that AMOREPACIFIC challenged
the France and the US market, where competition level is the toughest. Lolita Lempicka, AMOREPACIFIC's
perfume brand, was chosen as one of the top seven most popular brands in the women's perfume
market in France. In addition, Amorepacific, AMOREPACIFIC's namesake skincare brand, is cur-
rently recognized as a top prestige brand in the USA. Their success played a significant role as a
bridgehead for AMOREPACIFIC in becoming a global cosmetics company.

The main object of this case study is to analyze how AMOREPACIFIC became a global cosmetic
company through building key brands such as Lolita Lempicka and Amorepafic, among others.
Therefore, this study reviewed AMOREPACIFIC's unconventional approach in launching Lolita
Lempicka in France, and Amorepacific in the US by focusing on how they foresaw the future op-
portunities and employed innovative marketing strategies. Specifically, we focused on Amorepacific's
marketing strategy under the critical period when AMOREPACIFIC achieved great success in France
with Lolita Lempicka (between 1997 and 2004) and in US with the brand, Amorepacific (2003-2008).

The case of AMOREPACIFIC's success in the global markets can give valuable lessons to companies
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that want to extend their businesses to foreign countries and ultimately become global. One such les-
son is the importance of building a successful pioneer brand in a powerful bridgehead market. While
domestic competitors first entered into less competitive markets such as those in South-East Asia,
AMOREPACIFIC challenged the toughest markets such as the French and US markets where the
incumbent companies waged the most intensive and severe battles against Lolita Lempick and
Amorepacific. Through the success in France and US market, however, AMOREPACIFIC built a
powerful base for its successful global expansion,

Another valuable lesson is the importance of foresight in uncovering great opportunities hidden be-
hind the trends without losing focus on the brand's core character and values. Lolita Lempicka and
Amorepacific showed excellence in foresight competition, which led them to succeed against the in-
tense competition from Goliath companies. If Lolita Lempicka and Amorepacific had just followed the
popular market trend at the time, they would have never succeeded.

Key words: Foresight, Global Strategy, AMOREPACIFIC, Brand Amorepacific, Lolita Lempicka,

Korean Brands.

1. Introduction to the Case Study

A recent global survey shows that Chanel
No5, Dior J'Adore, Lolita Lempicka, Kenzo
Flower, Yves Saint Laurent, Nina Ricci and
Thierry are the top seven most popular brands
in the women's perfume market in France
(meuilleur-top.com, 2012). For many, it is very
surprising to discover that Lolita Lempicka is
actually a Korean brand created by the Korean
cosmetic company AMOREPACIFIC, How could
that happen? How could a Korean company,
which was not that well-known globally, create
a top global brand widely popular even in
France, the Mecca of cosmetic products?

AMOREPACIFIC's success is not limited to
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France. Its other brand, AP (or Amorepacific)
is currenfly recognized as a top prestige brand
in the USA. Many of its products are under-
stood to not only cleanse, but also to nurture
healthy skin. How could AMOREPACIFIC, a
small company unknown to the global market,
achieve top performance in competitive mar-
kets in France and the USA and earn such
global recognition?

“To become a global leading company that
creates the harmonious value of health and
beauty” has always been AMOREPACIFIC's
vision and dream. The company has kept on
moving forward to share the value of Korean
beauty with the world as its title, “Asian Beauty
Creator,” suggests. The vision and dream has
come true since AMOREPACIFIC has rapidly



grown to become a successful global brand by
persistently seeking and achieving success in
foreign markets. In 2011, AMOREPACIFIC
was ranked as one of the global top 20 cos-
metics companies the world with an yearly sales
volume of about 2,500 billion won (about US
$2.1 billion) (see Table 1). It also became one
of the fastest growing companies out of all other
top ranked competitors, According to the Beauty
Inc. Top 100 announced in 2011 by Women's
Wear Daily, for example, AMOREPACIFIC's
sales grew by 21.3% while the sales volume of
Chanel, L'Oreal increased by 18% and 11.6%,
respectively. This phenomenal growth gave
AMOREPACIFIC the global spotlight it cur-
rently receives. In addition, sales of Amorepacific
in 2011 grew by 22.7% compared to sales in
2010, Therefore, it is not surprising that many

business leaders and academics are curious
how AMOREPACIFIC pulled such a feat.
This great success of AMOREPACIFIC is
noteworthy since it is very rare for companies
of a young and developing nation such as
South Korea to make one’s mark at the global
stage, especially in the cosmetic industry where
the country of the product’s origin often plays
a critical role. Moreover, what truly sets apart
the global success of AMOREPACIFIC from
others is how AMOREPACIPIC achieved such
success using its foresight and sensational
marketing. While domestic competitors chose
to succeed in foreign niche markets such as
those in South-East Asia, AMOREPACIFIC
challenged the ultra-competitive French and
American markets, AMOREPACIFIC saw that
the success in France and US would be seminal

(Table 1> Rank of Cosmetic Enterprises in the World (Announced in 2011)

Rank Company Sales(M USD)  Growth Rate(%) Nationality
1 L'Oreal 25,390 11.6 France
2 P&G 19,570 52 United States
3 Unilever 16,980 16.2 United Kingdom
4 Estee Lauder 8,290 106 United States
5 Shiseido 7,750 6.4 Japan
10 Chanel 4,440 18 France
16 AMOREPACIFIC 2,150 21.3 Korea
22 ORBIS 1.600 25 Japan
25 Elizabeth Arden 1.410 76 United States
26 CLARINS 1,380 111 France
31 L'OCCITANTE 976 23.1 France
34 LG Household & Health Care 387 109 Korea
40 Sigley 673 105 France

* Source: Women's Wear Daily
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in the expansion to other European and American
markets in the future,

Lolita Lempicka is a perfume brand that was
first introduced to France in 1997, Amorepacific
is AMOREPACIFIC's namesake skincare brand
that was first introduced to the US in 2003.
Both Lolita Lempicka and Amorepacific over-
came the intense competition and succeeded in
France and US market, respectively, by not
just following the market trend but by fore-
seeing the upcoming trends and preparing for
opportunities in the future. Although the
popular brands of AMOREPACIFIC in the
Chinese and Southeast Asian markets such as
Sulwhasoo, Laneige, Mamonde also contributed
for AMOREPACIFIC's global success, Lolita
Lempicka and- Amorepacific are considered
significant contributors as a bridgestone to
global success.

The main objective of this case study is to
analyze how AMOREPACIFIC became a glob-
ally successful cosmetic company while com-
peting with well-known global cosmetic giants
such as L'Oreal and Chanel. We focused on
how AMOREPACIFIC took an unconventional
approach when it launched Lolita Lempicka in
France, and Amorepacific (brand) in the US.
We will uncover the essence of its innovative
marketing strategies that contributed to over-
coming of their initial inferior status as an un-
known brand from an unknown COO(country
of origin). Through the process, very interesting
lessons from the company’s sensational ways of

98 ASIA MARKETING JOURNAL Vol. 14 No. 04 January 2013

marketing will be revealed.

For this case study, we first review AMORE
PACIFIC's history, its vision and dream, and
its preparation that allowed them to soar. Then,
we turn to the cases of how Lolita Lempicka
and Amorepacific succeeded by foreseeing fu-
ture opportunities and delivering sensational
marketing. We will focus on marketing strategy
under the critical period when AMOREPACIFIC
achieved great success in France with Lolita
Lempicka (between 1997 and 2004) and in the
US with Amorepacific (between 2003 and 2008).
Their success played a critical role as a bridge-
head for AMOREPACIFIC to branch out globally.
Finally, we will provide overall discussion, con-
clusion, and strategic implications.

I. AMOREPACIFIC’s Vision
and Preparation to be a
Global Cosmetics Company

2.1 Vision and Foresight for the Future

AMOREPACIFIC has been envisioning itself
"to be a global leading company that creates
the harmonious value of health and beauty for
people,” The vision started in 1932 by a woman
who lived in Gaesung, then a city of the
northern part of Korea which is now the capital
of North Korea. She raised her son and en-
couraged him to envision a beauty business



that would give people healthy beauty. Her
son, Suh Sung-hwan, later became the founder
of AMOREPACIFIC, He learned the value of
Korean beauty, the combination of health and
beauty, and dreamt about pursuing business in
cosmetic fields,

When AMOREPACIFIC was established in
1945 by Suh Sung-hwan, the Korean society
was mostly interested in material affluence and
practical value throughout the periods of the
Japanese occupation and liberation from oocupation,
Under such circumstances, Suh's vision that
emphasized harmonious value of health and
beauty was too impractical and emotional to be
understood at that time. The main competitor
at that time was Rak Hee chemical service
center, now LG living health, which focused on
producing daily necessities such as toothpaste
following the social needs at that time. Compared
to that, what AMOREPACIFIC tried to ac-
complish what was maybe too ahead of its time,
However, the founder and former President
Suh Sung-hwan foresaw that once the economy
stabilizes and develops, then people would look
for emotional satisfaction. He was right.

AMOREPACIFIC’s expansion strategies for
overseas reflects the original vision of founder
Suh Sung-hwan. He always believed that Korea
beauty can appeal to consumers all over the
world by sharing harmonious value of health
and beauty. Current President Suh Kyung-bae,
son of the founder, inherited from his father
the same vision and spirit of promoting values

of Korean beauty. He made a great effort to
make AMOREPACIFIC a global cosmetics
company with the inherited vision and spirit. His
commitment on building its core competence
and differentiating from other competitors starfed
to pay off.

AMOREPACIFIC conquered the entry bar-
riers of the global market by foreseeing the fu-
ture opportunities that other competitive com-
panies could not see and strengthening its core
competence. It was normal for companies to
follow what was the current trend at the time
when entering a new market. However, AMO
REPACIFIC took the unconventional way and
created a new trend, as will be shown in detail
later (Gallo 2011).

2.2 Preparation for the Future

The fact that AMOREPACIFIC was able to
foresee what was to come next does not nec-
essarily mean that the company was destined
to be successful, It required a thorough prepa-
ration in order to realize and grab future
opportunities. In order to gain trust from cus-
tomers as a brand that pursues value of Korean
healthy beauty, AMOREPACIFIC needed to
improve their products’ objective quality. Since
the overseas cosmetic technology was far ahead
of Korea, guaranteeing trustworthy quality of
products were crucial,

Thus, AMOREPACIFIC founded the first
laboratory for cosmetics in 1954, and the labo-
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ratory grew to be the biggest in East Asia,
From modern standards, having a laboratory
might not seem revolutionary at all for a cos-
metics company, However, in the past there
was no company that wanted to establish a
laboratory for cosmetics at that time, thinking
that a laboratory was not directly related to its
profits. AMOREPACFIC's decision to invest in
a research laboratory proved to be innovative
and fruitful, In the laboratory, technicians ana-
lyzed foreign cosmetic products and used the
information to improve AMOREPACIFIC's
products. AMOREPACIFIC both upgraded the
quality of the existing products and launched
new cosmetics as well, As a result, the company
succeeded in a series of highly popular hit
products such as the ABC cream,

AMOREPACIFIC was also innovative in be-
coming the first company that partnered with
foreign companies. AMOREPACIFIC's march
toward the global market started from affili-
ation with Coty, a top French cosmetics company.
With all these efforts, AMOREPACIFIC began
making products with the highest quality even
when compared with other top class foreign
products. After that, AMOREPACIFIC built a
local subsidiary not only in Japan, but also in
Los Angeles to make inroads into foreign mar-
ket since 1986.

Until now, AMOREPACIFIC made continuous
investments in R&D to ensure innovative tech-
nologies to prepare for the future, AMORE
PACIFIC's R&D Investment over sales is
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higher than competitors’ such as Shiseido's and
Estee Lauder's (see Figure 1). We can guess
from the figure that AMOREPACIFIC's R&D
investment over sales is much higher than the
average investment of Top 100 companies, al-
though the detailed data is not available,

<Figure 1> R&D Investment over Sales
3.5%

2.9%

Shiseido Estee Lauder
(Based on FY2011)

AMOREPACIFIC Loreal

* Source: AMOREPACIFIC

AMOREPACIFIC has an agenda of R&D
innovation that includes nurturing masters in
generic technology, developing Asia-specific in-
gredients such as ginseng and reinforcing com-
petency in biotechnology. These continuous ef-
forts allowed AMOREPACIFIC to develop rec-
ognized brands in the global market.

2.3 Challenging to Global Market

AMOREPACIFIC decided to focus on only
the cosmetic business, and sold its less lucra-
tive, non-cosmetic businesses. AMOREPACIFIC

carried out an internal organizational develop-



ment at the same time in order to overthrow
the bureaucratic spirit. As a result, AMORE
PACIFIC was able to fully concentrate on its
cosmetic business and establish the base for
global market competition.

Afterwards, AMOREPACIFIC strengthened
their core and developed new brands. In the
1990s, it launched new domestic brands such
as Mamonde(1991), Laneige(1994), lope(1996)
and produced many highly popular products.
Especially, Sulwhasoo(1997), the brand with
influences from oriental medicine, became most
popular in both domestic and foreign markets,
and still is highly regarded. AMOREPACIFIC
did not stop at its success in the domestic
market, but diligently sought to pioneer toward
foreign markets.

The saturated domestic market brought AMO
REPACIFIC to a turning point. AMOREPACIFIC
had to choose between staying with the do-
mestic market, which was predicted to have

sluggish sustainable growth, and entering foreign
markets. On the crossroad like this, AMORE
PACIFIC decided to challenge the global mar-
ket, overcome difficulties, and make its vision
come true, To garner the ahility to fulfill their
vision at the global market, AMOREPACIFIC
devoted all energy to the promotion of global
brands aimed at the global market: Lolita
Lempicka in France and Amorepacific in the US,

Finally, AMOREPACIFIC's overseas sales
increased annually and the sales and market
share in each entered country soared as well,
In terms of overseas sales, AMOREPACIFIC's
level of accomplishment is rare as it almost
doubled overseas sales within 5 years, from
176,900M Won (about USD 147M) in 2007 to
327200M Won (about USD 273M) in 2011
(see Figure 2).

As shown in figure 3, AMOREPACIFIC
successfully entered the global market with an
emphasis in the foreign markets of France,

(Figure 2> Global Sales of AMOREPACIFIC (2007~2011)

=
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\_ Global Sales: 13%
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* Source: AMOREPACIFIC
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China and USA(see Figure3).

Since its foundation, AMOREPACIFIC has
developed the brand essence, "A global corpo-
ration which creates balanced value of health
and beauty,” and tried hard to prove it in the
global market. This success of AMOREPACIFIC
is noteworthy since it was not easy to succeed
for a company from Korea, especially in a cos-
metic industry where country of product origin
is very important. Moreover, what makes the
global success of AMOREPACIFIC more dis-
tinct and special is how AMOREPACIFIC
achieved success in the most competitive coun-
tries fighting against foreign cosmetic Goliaths.
AMOREPACIFIC challenged the French mar-
ket with Lolita Lempicka and the U.S. market
with Amorepacific. Although France and U.S.
both have tough markets, AMOREPACIFIC
thought that the success in France and US.

would have a seminal impact when it expands
to other Ewrope and US, markets in the
future, They were right. The success of Lolita
Lempicka and Amorepacific played a critical
role as a bridgestone for AMOREPACIFIC to
further expand to other overseas market.

Considering the importance of Lolita Lempicka
and Amorepacific in the global success of
AMOREPACIFIC, this case study focused on
how they achieved success in intensely com-
petitive markets like those in France and the
U.S. We now focus on the cases of Lolita
Lempicka and Amorepacific. Since the case of
Lolita Lempicka has been covered in many
previous studies, this study reviewed the case
of Amorepacific with more detail,

{Figure 3) Current State of Major Businesses in Major Global Markets

sBrands : Sulwhasoo, Laneige, Mamonde
sSulwhasoo launched into China in 2011
=Sold in around 800 department stores

and 2,000 specialty stores across China

| FRANCE I

Ve @IETE ==
Selinle —/ =Brand : Amorepacific, Sulwhasoo
i e s s «Established the foundation for global
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fragrances in 1997 image by entering into 'Eﬂhan:;:ﬂnmbylaunching_mh
& among female igh-end department compal namesake brand Amorepacific
:rfn::r‘:es e . s high-end department stores
=Strengthened the prestige image by

* Source: AMOREPACIFIC
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M. How Did Lolita Lempicka
Captivate France with
Fragrance?

Lolita Lempicka i1s a perfume brand that
AMOREPACIFIC created for the French mar-
ket and is currently being sold in over 80
countries, It is named after a French fashion
designer, Lolita Lempicka. Lolita Lempicka
brought a new sensation of ‘ladyishness’ in the
French perfume market at a time when unisex
products were the dominant trend. It was in
1997 when Lolita Lempicka was launched in
France for the first time. It was almost a
miracle for the new brand to gain 1% market
share in France, within a year after its release,
Lolita Lempicka's growth is highly remarkable
considering that Chanel, one of the biggest
cosmetics companies, took 10 years to gain its

4% market share, The rise of Lolita Lempicka
continued only at a faster rate than before. Le
Monde', the most subscribed daily newspaper
in France, gave positive reviews on Lolita
Lempicka products, and Lolita Lempicka was
even awarded ‘Best French and European per-
fume’ in the FiFi Award for Women's Fragrance
from the FiFi Foundation, Consequently, soon
the market share of Lolita Lempicka more than
doubled to 28% in 2004, and Lolita Lempicka
was ranked 4" in the French perfume market
(see Figured),

Also a recent France survey shows that
Lolita Lempicka is one of the top seven most
popular brands in the women's perfume market
in France (meuilleur-top.com, 2012). The mar-
ket share of Lolita Lempicka is currently high-
er than those of the top luxury companies such
as Dior's Miss Dior, and Guerlain, Lancome.

How could such a small cosmetics company

<Figure 4> Market Share (%) of Lolita Lempicka in France (1997~2004)

1997 1998 1999 2000 2001 2002 2003 2004

* Source: SCOOP
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from East Asia achieve such great success at
the center of the world's cosmetics market in
France? We will focus on Lolita Lempicka's
foresight and differentiation strategy in the
time period between 1997 and 2004, since the
time period was considered the most critical for
not only achieving great success in France but
also buillding the power and momentum for
global market.

3.1 Lolita Lempicka’s Foresight for
Femininity and Successful Enfry
into French Market

Unlike other Asian cosmetic companies, AMO
REPACIFIC challenged the French market,
which is one of the most competitive cosmetics
markets in the world. Considering the charac-
teristics of the cosmetics industry in which the
country of product origin is very important, it
did not seem easy for AMOREPACIFIC as a
Korean cosmetic company fo succeed in France.
However, AMOREPACIFIC thought that suc-
cess in France would prove to be seminal to
future success in other European and US
markets, AMOREPACIFIC had already expe-
rienced failure before the launch of Lolita
Lempicka when it had entered the market in
France previously with basic cosmetics brands,
"Soon” and ‘Lirikos,” This bitter experience taught
AMOREPACIFIC an unforgettable lesson for
[olita Lempicka. AMOREPACIFIC learned that

simply following the current market trend, even

104 ASIA MARKETING JOURNAL Vol. 14 No, 04 January 2013

those created by highly acclaimed brands like
those in France, is ineffective.

To prevent itself from making the same mis-
take, AMOREPACIFIC adopted an innovative
way with a focus on its core values. For this
end, AMOREPACIFIC tried to identify future
opportunities hidden in the trend and the de-
sires of the people and seize them. At that
specific time in France, fashion that combines
masculinity and femininity, the unisexual trend,
was popular, The same was true for perfume:
unisexual odor was most popular in the French
perfume market. However, Lolita Lempicka did
not follow the then-popular unisexual trend as
it had learned from past experience. Lolita
Lempicka believed that most woman hold a
passion for ladyishness and foresaw that they
will desire to express femininity. Accordingly,
Lolita Lempicka emphasized femininity with its
products. It turned out that the foresight was
correct indeed. French women started to ex-
press their ladyishness using the Lolita Lempika
perfume, and it spread quickly throughout France.

Now, we examine how Lolita Lempicka exe-

cuted its innovative marketing in France,

3.2 Marketing Strategies of
Lolita Lempicka

3.2.1 Product strategy

In 1997, when Lolita Lempicka was released,
general trends were minimalism and unisexuality.



Meanwhile, details that emphasized ladyishness
such as romantic scents and elegant containers
were very successful and earned favorable re-
sponses from French customers. Many French
women desired to return to ladyishness’ through
perfume, and Lolita Lempicka served well.

Lolita Lempicka tried to satisfy consumer
needs by emphasizing ladyishness, not uni-
sexuality, in visual aspects as well. In order to
emphasize ladyishness, Lolita Lempicka hired
talented designers and staffs from local while
other companies usually send their employees to
subsidiary from home countries. Lolita Lempicka
invited Catherine Dauphin, who was working
for Christian Dior to its local subsidiary and
asked her to accent the ladyish image through
creation of ladyish perfume containers, Catherine
Dauphin collaborated with the best partners in
order to complete the overall ladyish concept of
Lolita Lempicka.

At that time, almost every perfume product
had a neatly square-shaped container, but Lolita
Lempicka chose to use an unconventional round
shape container reminiscent of an apple for its
perfume products. The round and spherical
shape of containers symbolized ladyishness and
were visually far more feminine than angular
shapes of ordinary perfume. In addition to the
ladyishness promoted through the roundshape
of the perfume containers, the apple-like struc-
ture served as a biblical allusion to the for-
bidden apple associated with Eve, the first
woman. The body of the container was de-

signed like an apple and the nozzle like an apple
stalk so to resemble pretty apple on the dressing
table. This container design instantly grabbed
women's attention and interest,

3.2.2 Advertising strategy

Lolita Lempicka also tried to emphasize
ladyishness and promote this character in
advertisements. While other perfume brands
presented just their products, Lolita Lempicka
used female models in a dreamlike setting and
mood to appeal to consumers, especially by
emphasizing ladyishness, In one of Lolita Lempicka's
advertisements, a female model with elegant,
feminine clothes and flower in her hair is resting
in a mystical environment(see Figure5).

In another advertisement, viewers can spot a
female model that resembles a mythical being
like the Mermaid swimming toward the Lolita
Lempicka perfume. This advertisement concept
highlights Lolita Lempicka's ladyishness and
fantastical qualities. Furthermore, toward men
who may often purchase perfumes as presents
to women, the ladyish visual of advertisements
provided more sex appeal than any other ad-
vertisement of other perfume brands, Consequently,
Lolita Lempicka's advertising was very suc-
cessful and increased market share and sales
despite heading against the unisexual trend.
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{Figure 5> Advertisement of Lolita Lempicka

3.2.3 Promotion strategy

Lolita Lempicka did not limit marketing
strategies to its own brand, but tried to adver-
tise through collaboration with other brands. In
2008, Lolita Lempicka and Samsung co-designed
a cell phone, SAMSUNG U600, which empha-
sized feminine design and contributed to Lolita
Lempicka's ladyish image. A unique and un-
conventional purple color for mobile phones covered
the exterior of the phone while the screen’s
background image featured Lolita Lempicka's
signature playful, sexy, and mythical female.
Both inside and out, U600 became a product that
emotionally connected with female consumers.
This collaboration with Samsung allowed the
production of a phone that exudes the same
kind of ladyishness expressed by their apple-
shaped container, sensuous scent with dream-
like Lolita Lempicka” mood, and romantic purple
color, flower, and butterfly design(see Figure6).
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{Figure 6) Samsung Cell Phone Emphasized
Ladyishness in 2008

IV. How Did Amorepacific, a
Prestige Brand, Become
Successful in the USA?

Amorepacific is a company's namesake flag-
ship brand which was first introduced to US
market in 2003. Amorepacific pioneered the new
trend of clean and healthy skin to US market



when tone cosmetic was very popular. Amorepacific
continued to promote its prestigious brand im-
age and kept growing since it first launched its
product line at Bergdorf Goodman in the US,
one of the most luxurious department stores in
the world. Sales of Amorepacific in 2003 were
97,000 USD and grew by about 90 times fo
9,051,000 USD in 2011 (See Table3)

This was an unprecedented event in the his-
tory of Korean cosmetics industry where for
the first time a Korean cosmetics brand launched
its products at a top-scale luxurious depart-
ment store in the US, Afterwards, Amorepacific
enhanced customer awareness and strength-
ened its prestigious image by opening its flag-
ship stores, Amorepacific Beauty Gallery&Spa
in Soho, New York. In 2010, one of Amorepacific
products, Time Response Créme, was chosen as
2010 Neiman Marcus Beauty Award- Top 5
Choice.

How did Amorepacific, an unknown East Asian
cosmetic company, become a globally successful
prestige brand that started a new trend in the
US market?

4.1 Amorepacific’s Foresight for
Well-being Trend

With its success in France, the Mecca of the
world's cosmetics industry, AMOREPACIFIC
further expanded to the US market. The US
market is very important for the global beauty
industry because of the strong influences

Hollywood stars yield on global trends and also
New York being the center of fashion industry.

When Amorepacific tried to enter into the
US market, the worldwide-known cosmetic
companies such as L'Oreal and Chanel mas-
sively produced tone cosmetics, which were
extremely popular among US customers. Tone
cosmetics fulfilled the desire of users to cover
their facial blemishes such as freckles. However,
Amorepacific did not just follow the current
trend of tone products as Lolita Lempicka did
not simply follow the currently popular trend.
Amorepacific foresaw that the well-being syn-
drome will change the cosmetic industry, and
that there would be a future demand for clean
and healthy skin.

The US market size for skincare has been
increasing (see Table 2). This can be interpreted
as a result of consumers preferring basic skin
care products over color make-up products due
to increased concern over skin health. AMO
REPACIFIC foresaw this increase in concern over
skin health and well-being. Thus, Amorepacific
emphasized the beauty of clean and healthy
skin with its skin care products.

The results were as successful as in France.
The well-being syndrome bloomed, and US
customers started to pay attention to oriental
organic methods for clean and healthy skin,
Further, people understood that it is more healthy
and beautiful to protect the natural healthiness
of their skin than to cover the freckles on their
faces. Consequently, Amorepacific deepened its
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(Table 2> Types of Cosmetic Market in US

(Unit: million USD)

2007 2008 2009 2010 CAGR(%)
Market Size Ratio
Skincare 8,040 8,290 8,496 8,784 251 3.0
Haircare 7507 7452 7,352 7.232 206 1.2
Personal hygiene 5,888 6,049 6,221 6,406 183 29
Make-up 6,068 6,085 6,105 6,169 176 06
Fragrances 5,711 5526 5.356 5294 151 =25
Male Toiletries 798 755 742 738 21 -26
Baby personal care 410 421 413 408 1.2 -0.1
Totals 34,421 34,577 34,684 35,031 100.0

* Source: Datamonitor Personal Care Market Data, 2011

prestige image as a premium skincare brand.
Now, let's turn to the major facets of
Amorepacific's positioning and marketing strategies.

4.2 Launching and High-end Positioning
strategy of Amorepacific

With its flagship store in tandem, Amorepacific
launched its product line at Bergdorf Goodman
in the US, one of the most luxurious depart-
ment stores in the world, to promote its presti-
gious brand image. Amorepacific tried to lever-
age established luxury image of top depart-
ment store into its brand image. Amorepacific
expanded from the Bergdorf Goodman store to
more than 30 top department stores in the
current year. In addition to Bergdorf Goodman,
Amorepacific opened the flagship store called
Amorepacific Beauty Gallery & Spa in Soho,
New York in July at the same time. Soho area
in New York is very well-known area for its
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fashionable and luxurious image. Thus, both
the luxury department store and the Scho area
helped Amorepacific to position itself as a
high-end, prestige brand in the minds of the

US consumers.

4.3 Marketing Strategies of Amorepacific

In order to strengthen high-end positioning,
Amorepacific came up with differentiated mar-
keting (or ‘4P") strategies. Details of marketing
strategies are described as follows.

4.3.1 Product and price strategy

Products of Amorepacific were mainly for clean
and healthy skin. Raw materials for Amorepacific
products are botanical ingredients such as red
ginseng, bamboo sap, extracts from green tea,
and so on. These ingredients were directly im-
ported from farms in Korea such as Jeju Island



or local farms. In addition, Amorepacific devel-
oped its own technology to produce high quality
products. The ingredients of products were
encapsulated in nanoparticles to ensure quick
and deep absorption by using nano delivery
technologies.

Products of the Amorepacific line were com-
prised of skin cleansers, toners, lotions, and
serums. As Amorepacific produced high quality
products, prices of Amorepacific products were
relatively high. For example, Time Response
Renewal Cream has a price range of $400-
$500. Design of product package is very sim-
ple, but, reflects an image of Eastern women's
mysterious beauty in its simple package (see
Figure 7).

4,3.2 Channel strategy emphasizing
experiential marketing

After Amorepacific opened its first store in
the luxurious department store, it expanded
very fast., Amorepacific had only 2 stores in-
cluding Amorepacific Beauty Gallery & Spa
when it launched in 2003. However, the num-
ber of stores increased from 2 in 2003 to 139 in
2011. More details about how it expanded over
time in the US in terms of the number of
stores and sales are shown in Table 3.

In addition to fast increase in number of
stores, Amorepacific provided differentiated ex-
periential opportunities to customers through its
flagship store, Amorepacific Beauty Gallery &
Spa in New York's Soho was different from

{Figure 7> Packages of Amorepacific Products

* Source: AMOREPACIFIC

TIME RESPONSE
COLLECTION

SEE DETAILY
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(Table 3> A. The Number of Amorepacific's Stores in the USA

2005 2006 2007 2008 2009 2010 2011

1 1 1 1 1 1
1 1 1 1 1 i3
23 31 3l 27 9 26

21 34 102

5 9 9 5
25 33 38 59 121 139

B. The Sales of Amorepacific in the USA (unit: K USD)

2005

2006 2007 2008 2009 2010 2011

Channel OPEN 2003 2004
Flagship Sep 2003 1 1
Bergdorf Goodman  Sep 2003 1 1
Nieman Marcus  Aprl 2005
Sephora Sep 2009
Nordstrom March 2012
Others
Total 2 2
Channel OPEN 2003 2004
Flagship Sep 2003 52 546
Bergdorf Goodman Sep 2003 45 262
Nieman Marcus  April 2005
Sephora Sep 2009
Nordstrom March 2012
Others
Total 97 808

1,708 3,662 4994 5720 5371

737 630 706 546 664 737
433 59 613 262 413 488
2437 3769 4350 3555 631 @ 2437

422 1174 3220

52 370 471 535
6,198 9,051

*Source: AMOREPACIFIC

the conventional distribution channel which only
sells products, This new store provided experi-
ential rooms for customers while promoting the
oriental well-being culture, Amorepacific dis-
played its products at the Amorepacific Gallery
& Spa and provided opportunities to sample for
the customers. The spa also provided high quality
service to customers, Amorepacific Beauty Gallery
& Spa used its own products while providing
oriental-style, high-quality therapy service to
customers who were tired from daily work and
desired refreshment. The spa service made them
relax and enjoy the comfort. The intention was
to express the true beauty, the beauty inside,
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as opposed to the beauty outside, colorful but
artificial look. The real beauty could be ach-
ieved through inner relaxation offered the spa
service in the store,

For this reason, Amorepacific spa’s interior
was also designed using environmental friendly
materials to emphasize the healthy beauty and
the inner well-being. Wooden ceilings which
implicates the energy erupted from the trees,
spa booth using the passionate red color of red
Ginseng, all contributed to the luxurious and
inner-relaxing mood of the healthy spa. The
intention of Amorepacific was to make the
customers feel the excellence of their products



(Figure 8> AMOREPACIFIC Beauty Gallery & Spa in Soho, New York

i
‘I ‘\i INTRODUCTION

* Source: AMOREPACIFIC

and high quality of the spa so that they would
share the experiences with their friends. The
strategy was in line with the theory that ex-
plains the important role of the customer expe-
riences in evaluating products (Lee et al. 2004).
According to the theory, the customer who ex-
perienced a product tends to purchase the same
product again.

This experiential marketing strategy showed
Amorepacific's confidence in its product quality,
It was very successful because customers who once
experienced Amorepacific products were very
satisfied with its high quality and purchased
the products again and again.

4.3.3 IMC strategy through viral marketing

Since experiential marketing strategy was
successful, customers’ satisfaction of Amorepacific
Beauty Gallery & Spa was shared enthusiasti-
cally with friends and others. Word-of-Mouth
(WOM) became more important in marketing

since people then had more opportunities to
give their personal opinions due to the develop-
ment of online. Therefore, Amorepacific tried to
spread good words about it by using viral mar-
keting strategy. Instead of spending lots of
money on an expensive ad campaign, the com-
pany gave out samples of its products to mag-
azine editors. As a result, Amorepacific's name
was getting more popular.

Furthermore, Amorepacific enhanced customer
awareness through paparazzi shots of Hollywood
celebrities holding Amorepacific products. Fermnale
celebrities covering their faces with shopping
bags printed Amorepacific gave Amorepacific
an image that its products are used by beau-
tiful celebrities, and this spread through US
customers rapidly. In addition, the famous
Hollywood celebrity Sienna Miller was recently
picked for Amorepacific advertising model(see
Figure 9). As Sienna Miller had shared that she
personally prefers Amorepacific products through
the media before she became the model of
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{Figure 9> Hollywood Celebrity, Sienna Miller with AMOREPACIFIC

* Source: AMOREPACIFIC

Amorepacific, it gave credibility to her adver-
tisements and spread positive words of mouth
about Amorepacific.

V. Overall Discussion, Conclusion
and Implications

This case study reviewed how AMOREPACIFIC
became a global cosmetic company through
building key brands such as Lolita Lempicka
and Amorepaficic, among others. This study
also analyzed how AMOREPACIFIC employed
innovative marketing to realize its vision and
dream of becoming a top global company and
sharing Korean beauty with the rest of the world,

What makes AMOREPACIFIC's global suc-
cess noteworthy and unusual is that AMORE
PACIFIC first challenged the France and the
US market, where competition level is the
toughest, in order to make a base for later ex-

pansions to other foreign market. Considering
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that the country of product origin is very im-
portant in the cosmetics world, Lolita Lempicka
and Amorepacific fought an uphill battle for
their success and played a significant role for
AMOREPACIFIC in becoming a global leader
in cosmetics.

The main success factor of Lolita Lempicka
and Amorepacific can be attributed to fore-
sight for future opportunities without losing fo-
cus on its core character and values. This global
success was possible because of the vision and
spirit of AMOREPACIFIC, "To become a global
leading company that creates the harmonious
value of health and beauty.” The company has
always believed in the value of Korean beauty
and kept on moving forward to share it with
the world as one of its slogans, “Asian Beauty
Creator,” highlights. The vision and spirit has
led AMOREPACIFIC to focus on its core
competence and not just to follow what com-
petitors do even in toughest global markets. As
the company envisioned, Lolita Lempicka and
Amorepacific both did not follow the popular



market trend at the time when they entered
into the new market.

The case of AMOREPACIFIC's success in
the global markets can give valuable lessons to
companies that want to extend their businesses
to foreign countries and ultimately become
global, One such lesson is the importance of
building a successful pioneer brand in a powerful
bridgehead market. While domestic competitors
first entered into less competitive market such
as South-East Asia area, AMOREPACIFIC
challenged the toughest markets such as the
French or US markets where the incumbent
companies waged the most intensive and severe
battles against Lolita Lempick and Amorepacific,
Through the success in France and US market,
however, AMOREPACIFIC built a powerful
base for its successful global expansion.

The other valuable lesson is the importance
of foresight to uncover great opportunities hid-
den behind the trends without losing focus on
its core character and values, Lolita Lempicka
and Amorepacific showed the excellence in

foresight competition, which led them to suc-
ceed against the intense competition from Goliath
companies, Lolita Lempicka foresaw the new
trend of ladyishness when unisexual trend was
dominant in the French market. Amorepacific
foresaw the well-being syndrome for clean and
healthy skin when the tone cosmetics for cov-
ering freckles were popular in the American
market. Both Lolita Lempicka and Amorepacific
created new market segment and took the lead
by foreseeing future opportunity hidden under
the paradigm shift (see figure 10). If Lolita
Lempicka and Amorepacific had just followed
the popular market trend at the time, they
would have never succeeded.

Jong-yong Yun, who as the CEO of Samsung
directed its own tremendous global success, also
pointed out that the success of company de-
pends on how well it prepares for a paradigm
shift in the future. That is exactly what
Samsung did for its success, In order to over-
come the supremacy of SONY in the mid-90s,
Samsung excelled in foresight, uncovering the

<Figure 10> Catch-up Strategy of Late-movers through Creating New Market Segment

Existing
Competitors

Late-mover

Late-mover

- Existing

Competitors

Current Market Segment

/"\../ "

New Market Segment

* Source: Kim(2005), Marketing for the Future
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opportunities hidden behind the paradigm shift
that would change systems from analog to
digital, wire to mobile, etc. (Kim, 2005, 2011).
Foreseeing and preparing for paradigm shift is
critically important especially in these days
when the business environment is very un-
predictable and rapidly altered, Therefore, we
recommend that AMOREPACIFIC continue to
focus on the next paradigm shift as it did in
order to become more successful global leading
cosmetic company,

Although this case study reviewed only Lolita
Lempicka and Amorepacific due to its seminal
role in AMOREPACIPIC's global expansion,
there are many other AMOREPACIFIC brands
such as Sulwhasoo, Laneige, Mamonde and so
on which are widely successful today. Since these
brands significantly contribute to AMOREPACIFICs
global success today, future study should ad-
dress how these brands performed and suc-
ceeded the global market and what their roles
should be for the future of AMOREPACIFIC.
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