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Only one out of every 50,000 start-
ups succeeds. Morningside Ventures
Partner Liu Qin (MBA 1998) offers
advice on how to make sure yours is
the successful one. He draws heavily
on his professional and personal
relationship with Xiaomi founder
Lei Jun.

gk bz iy
eIt

Beating the Odds:
Advice for Entrepreneurs
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Lay the Groundwork

Keep Calm. Ten years ago, Lei Jun, who would later go
on to launch Xiaomi (one of the companies Morningside
invests in), was thinking about the opportunities he was
trying to seize. [We had worked together before and we were
friends] so one night we spent 12 hours on the phone. We
soon concluded that he should set up an electronics company
that designs and sells smart phones. I joked with him, “I've
been waiting for your call, and the anticipation has kept me
awake. That’s a sign that there’s an opportunity here.” Xiaomi
is now the world’s third largest smart phone distributor.

We'll never know how long Lei Jun had been mulling over
his idea before launching it. I think our previous investment
projects and discussions were a source of inspiration for him.
What he wanted to do needed to be big enough to make an
impact. My advice to entrepreneurs: make smart choices and
find an opportunity to launch something big. But you also
have to look carefully at the changes that are taking place
in your intended market, and constantly assess whether the
potential market is still large enough. If the answer is no, then
you have to consider whether it’s worth continuing.

Timing is Everything. All major opportunities that can
be considered as trends are related to timing. It can’t be too
early or too late. It’s really crucial to have just the right timing.

When we at Morningside invest in something early on,
we spend a lot of effort exploring the general trends in the
market. We’re usually acting before a new trend is clear to
everyone. We want to be a step ahead of the crowd. In 2009
and 2010, Lei Jun began to think about making smart phones.
At that time he must have been among the minority, because
he had this vision for his business well ahead of the entire
market. This so-called ‘vision’ is based on the few clues that
you're able to spot before others can see them.

Sharpen your Competitive Edge. It’s very difficult to
make investments in China today, because nearly every sector
is a red ocean. So how can we overcome that? We have to
think about building up barriers to our areas of business right

away, from the first day. Think about how you can turn your
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market and competitive situation to
your advantage. Turn the market into a
blue ocean.

Small companies undergo a lot
of scrutiny when they launch, and
entrepreneurs must tell a story every
time they finance. Behind their stories
there are probabilities and uncertainties.
This can be your competitive edge if
you can find and fully leverage these
probabilities. But no matter what
business you are in, the fundamental
principle should be to ensure that your
users stay loyal to you.

Attract the Right Talents. The
more thoroughly you think about your
strategy, the clearer your understanding
of your talent needs will be. Finding the
right people is a great way to test your
depth of thinking about the direction
of your business. It’s not easy to find
the right people. From time to time, I
remind the entrepreneurs that we’re
invested in that every day you must
spend time and attention on finding the
right people. The effort that you place
on this is an indicator of your pursuit of
quality.

When I say you must try your
utmost to find the best people, I should
add a caveat — you must try to find the
best available people. In 2010, Lei Jun
called me to say that he was in pain
because he had talked with someone
for over 10 hours a day, for five days in
a row. In the end he still wasn’t able to
persuade this person to join him. So you
see, even Lei Jun has difficulty finding
the right people. His start-up also had
to endure many difficulties. This shows
that no matter how excellent you are,

you still have to work hard to find the

best available people to join you.

Stay Lean. What I very much
admire about today’s Internet sector
is its lean start-ups, which all have the
same characteristic: everyone is self-
driven. The best management is no
management, because the talents have
an even greater passion than you to
succeed. Small companies don’t need
people that need to be managed. You
have to find self-driven people, who are
inspired by your vision and join you
willingly.

I have a different view on this than
some entrepreneurs. I don’t object to
cultivating talents; I just think it’s very
unrealistic for a small company to
nurture talents from zero. Shouldn’t they
place the focus on finding people who
are already excellent? If you're confident
that you can surround yourself with
special troops, you don’t need a lot
of people. In fact, working with more
people will be messy — working with
fewer people makes it easier for you
to make a breakthrough with your

business.

Five Rules For Success

1. Make small victories count.
Traditional industries, like the portal
websites we have invested in, have
brands, senior editors, high-quality
original content, powerful marketing
teams, and obvious competitive
advantages. But in such a flat world like
the Internet, self-promotion, even by one
person, can raise the awareness of many.
We can criticise shameless publicity, but
we still have to recognise that in this

world, you can become famous even

without spending a penny. So I believe
in smart marketing, rather than the
large battleground campaigns done by
traditional industries. When you have
clearly thought through your strategy
and direction, you can move away from
using grand narratives and focus on
a specific market, without bothering
about anything else. To elaborate further
on what I mean: Lei Jun always says that
Xiaomi was fortunate enough to be able
to focus on the mobile Internet industry
from the start. Seen from another
perspective, even powerful people like
him have to pray for good luck, because
it’s extremely difficult to find this kind of
niche market to make a breakthrough.

2. Stay close to your customers
— consider involving them in your
definition of the product. The target
users for Xiaomi are those who care a
lot about price-performance ratio — the
fans. Fans are not necessarily poor. In
fact, they’re geeks. I remember Lei Jun
frequently went to Internet communities
like PDA China and sought the views of
mobile phone fans there. The first batch
of users for MIUI (the Android ROM
developed by Xiaomi) was eventually
drawn from a group of mobile fans.

3. Break down your core values
to their simplest form. One of the
keys to marketing is whether you can
summarise the core values of your
product in very simple language. I
mention user participation above;
when you involve your users in your
R&D processes they will give you a lot
of feedback, which can be noisy. A true
product manager defines his product
with users, but then is able to extract the

key messaging points on his own.
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4. Make good use of social
networking sites. Social networks are
one of the core competencies of the
Internet. The links among users of
Facebook and Weibo are like the nuclear
fission that takes place when one atom
collides into another and breaks into
two, and then the two collide with others
to make four. This kind of fission is the
secret to the huge explosion of Facebook
and Weibo.

5. Set your course and stay
focused. I must remind you that while
you are making all these efforts and
enlarging your user base by building a
defensive wall around your product, you

must still remain constantly aware of the

V
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potential changes in your market, your
user base and the competition. Recently
I came up with the expression “standard
defense and surprise offense” in product
promotion. Some companies tell me
that they have a huge user base, and
they’ve been able to secure every portal
of publicity possible with their expertise
in promotion. But I think this is an
offensive play, not standard defense.

In a word, you must start small in
your Internet ventures. If you attempt
to make a lot of noise from the outset
on the turf of the BATs (Baidu, Alibaba
and Tencent), your efforts will end in
tragedy. You have to find something

small, outside the realm of the giants,
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and don’t give it up just because it might
be too small. If you find that you’ve
probably got the wrong idea, don’t
continue with your efforts, it will just be
a waste of resources. If you reach a point
where you feel you cannot succeed,
don’t be discouraged. The probability
of a successful start-up is 1 in 50,000.
Failure is not humiliation. Just move on

and find the next venture.

Liu Qin, a Partner at Morningside
Ventures, was selected one of CEIBS 20
Most Distinguished Alumni for 2014.
This is an excerpt from an address he

gave to his clients.
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RMF (EZEF)
Wu Shuping’s “Musical notes on the surface of the lake”
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- SElg (CEIMUE) Wang Feng's “Huangpu River is the witness”
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