


Inspiration for High-growth Businesses from Lightning Expansion




Abstract: Lightning expansion is a business concept derived from the Blitzkrieg in World War II. It is a kind of rapid expansion of enterprise scale and market area to create industry rookies with the advantages of scale economy market globalization. Even the lightning expansion of different enterprises in different industries has a high degree of correlation, and these common points are summarized into a law that is conducive to predicting and verifying whether the entrepreneurial direction of start-up entrepreneurs is moving toward high-growth enterprises. Based on the examples of these common rules, the author analyzes the business development models of Pinduoduo and Groupon, and analyzes the reasons for the success or failure of the two companies from the perspective of lightning expansion, hoping to provide future entrepreneurs with some inspiration and help to improve the success rate of entrepreneurship.	Comment by ADMIN: Re-write
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The core findings and perspectives of Lightning Expansion	Comment by ADMIN: Start with an Introduction 
1. Lightning expansion is based on the German blitzkrig strategy during World War II, with high-speed surprise, the means of breaking the bank, can achieve the fastest expansion of the enterprise scale and business model expansion, with economies of scale global market to achieve winner-takes-all, victory over all visible and invisible competitors[1], so that they become the industry leader. The so-called winner is the profit, occupy the main share of the market.	Comment by ADMIN: Discuss the issues pertaining Light Expansion and High Growth Businesses. That is, the significance of light expansion and how it can help businesses to achieve high growth 
2. The most important indicators of Lightning's expansion are the increase in market share, the expansion of the market area, and the increase in the number of employees (and more importantly, the temperament). There are five organizational levels in the expansion process: family, village, town, city, and country level. Each level has its own criteria for the number of employees and the number of users and revenue. Entrepreneurs can use these criteria to determine where they are and what to[2] do next. Here's a tip: City-scale businesses often have two or more main products. If a startup has a single flagship product, it is often difficult to break into the city level.
3. The benefits of rapid expansion are self-evident. However, there are also many disadvantages, and entrepreneurs should have countermeasures when facing these disadvantages. The biggest drawback is that there will be many unexpected problems in the process of rapid growth, such as customer complaints, business model funnel resulting in fraud, complaints from employees with too much workload, etc. But all the problems in the development should be solved in the development, this is a transitional process, do not take these problems as the primary problem, to distinguish the primary and secondary[3], the primary problem is always able to limit the speed of lightning expansion, other problems can be solved slowly by default. Lightning expansion must be quick action to remove the old and the new, until the scale reached a high level and then changed to rapid action to maintain stability.
4. The acquisition of talent during lightning expansion must be fast and eclectic. In particular, the most urgent talents in their own expansion can be invited directly through networking without the usual interview, background check and so on. After the recruitment of talents to the enterprise culture management and shape, so that the personality temperament of talents in line with the corporate culture[4], and can make contributions to the enterprise, at the same time, a good corporate culture can also firmly grasp the talent.
5. The leadership qualities required in the lightning expansion: different, black and white thinking, courage/bear Peter mentality. Entrepreneurial personalities can vary, but leadership qualities should all share these similar traits.

I、 The relevance and usefulness of the law of lightning expansion for high-growth firms
（I） All high-growth, high-growth companies share three attributes:
1． The use of advanced technology: research and development capabilities, proprietary algorithms, Internet focus, omni-channel marketing.
2． Market positivity: bold investment, customer differentiation, scalability, brand profitability.
3． Functional excellence: Supply chain partnerships, cross-selling, upselling, operational excellence, retail.
High-growth enterprises will show the phenomenon of rapid expansion of the number of customers and business area, and the annual growth rate of business revenue can reach 60% or more. High-growth enterprises are in the stage of lightning expansion. Such rapid growth is inseparable from the lightning expansion of the number of customers and business area.
In the process of lightning expansion, high-growth enterprises exert the enthusiasm of maximizing the market through Internet marketing according to the unique research and development ability or algorithm of their founders. Entrepreneurs will make bold investments, whether expanding production capacity internally or expanding market areas externally, which will increase their overall investment volume[5]. They will segment their customers and capture niche markets. Generally, it is an asset-light enterprise with rapid expansion, great brand influence, high brand premium space, and brand can be converted into monetary profits. These companies also demonstrate functional excellence, stable supply chain partnerships, and cross-selling and upselling to increase their profits. They have a level of operational excellence and a strong retail presence.
It is based on these rapid expansion of market share and talent, the leader from a policy maker to a good manager, the start-up can quickly take advantage of the scale of the global market advantages to achieve winner-takes-all, become stable mature enterprises.
（II） Key learnings
1． Many high-growth companies sprouted from traditional industries, not necessarily high-tech companies. They succeed because they adopt new and innovative business models and combine them with proven technology and best management practices.
2． A growing business may not be located anywhere, but location is not the determining factor. Because access to key resources is the most important thing, for example, production firms must locate close to access to factors of production.
3． High-growth start-ups penetrate niches by market share rather than finding gaps by flooding new or adjacent industries with products.
Business leaders need to be aware of rapid expansion, and in the process of rapid expansion, they face the challenge of playing many roles. Because the leader is not only the visionary specified by the policy, but also the actor of the implementation of the policy, which requires the leader to have both the overall view and the system view, can hold the direction of the sail, but also the ability to pull the anchor paddle[6]. In the long road of entrepreneurship, leaders should always uphold values, not be confused by interests, be able to respond to different scenarios and status quo quickly adjust strategies and capabilities, and always be result-oriented. The only criterion for a good leader is whether the execution process and the results are consistent.
Under good leadership, a startup will achieve rapid growth through lightning expansion, and the corporate cash flow will follow the classic curve[7,8] shown in the chart below.
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The classic cash flow curve of a high-growth startup's lightning expansion
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The high-growth enterprise system structure and the classic profit curve
II、 Case study
(1) Successful company: Pinduoduo.
Pinduoduo is a private enterprise in China, and it started late in the field of e-commerce. Before it, there were two giant companies, Alibaba Group, which was mature and huge, and Jingdong Group, which was stable and solid, occupying almost all the market share.
However, Pinduoduo has made a sudden rise, taking the marginal market as the entrance point, and taking the "rural encircling the city" e-commerce. Starting from the niche market of the elderly, it quickly achieved its unique group sales model, which obtained a huge number of customers by using the way of pulling people, and the customer group has also spread to all age groups[9].
Its successful expansion experience is completely consistent with the lightning expansion mentioned in the article. Based on the arguments of the article, I summarize its success factors as follows:
1． Adopt advanced technology: Pduo has its own unique group digital technology, and will model and analyze the Internet big data, and expand omni-channel sales according to the Internet. app online channels and algorithms, etc., often recommend our recently interested products and services.
2． Bold investment: Pinduoduo has spent huge costs to cooperate with fruit farmers and launched a lot of fruit activities. Starting from online mini-games, customers can actually harvest fruits and vegetables in the future by watering and planting trees virtually. Popular among the elderly, it is simple to operate and convenient to receive goods, rapidly expanding its influence.
3． Customer differentiation, created an advanced membership system, one yuan to open members, according to the rhythm of giving five yuan a week coupons for four consecutive weeks, continued to pull the number of new members exploded. Good shopping experience will firmly grasp the new members do not lose.
4． Cross-selling, bundling, up-selling, etc. : Through the person-to-person order system, Pinjoduo group purchase quantity requires only two orders to complete the group purchase price. Under normal circumstances, we will send the link to other relatives and friends, one to help negotiate the price, two to collect the order, three to receive the bounty. When you buy a membership, you usually buy some extra vouchers, because they're good for 50 years. If you don't worry about expiration, you'll need it in the future.
5． Brand profitability, on the basis of mature e-commerce, launched the second main business - community group buying, community group buying market is huge, the commercialization of group buying products into the community to buy vegetables and other life goods above, will get a huge cash flow. With the rapid expansion of community group buying, Pinduoduo has entered the ranks of mature enterprises.
6． Excellent operation and marketized mature supply chain: Pinduoduo has no stores or warehouses of its own. Its strong brand platform influence has attracted many shops to operate on its platform. These countless competing shops have become the best marketized supply chain. In terms of operation and management, Pinduoduo handles the complaints of illegal merchants and customers in a timely and fair manner, which are all factors that help its lightning expansion succeed.
7． Entrepreneur leadership: Huang Zheng has a distinctive temperament and thinks in black and white. Many similar products in accordance with the PC category to find traffic development, traffic logic is search, people find information or people find goods; And more is the logic of people, is the recommended action, is the information to find people or goods to find people, the use of big data algorithms to intelligently recommend to users they need more products, so that more goods to match more people, e-commerce mobile world, the lack of people rather than goods. This kind of people-oriented mentality of courage, let him from the founding of Pinduoduo set up a three-year listing ambition.
(2) Failed companies: Groupon
Groupon was first launched in November 2008 as a way to sell online deals. Its unique features are: only one discount product is promoted per day, each person is limited to one auction per day, the discount product must be the type of service, the service is regional, and the offline sales team is far larger than the online team. The market is mainly distributed in Europe and the United States. In recent years, due to the poor development, it has been withdrawing from some market areas, and the revenue is often thunderstruck and there are rumors of financial fraud. As a typical representative of the Web 2.0 era, it started very well, developed rapidly, and there was a situation of lightning expansion, but the solution was not good, because it did not grasp and control the key factors in the process of lightning expansion.
When Groupon quickly reached the mid-level, it faced strong competition at both the high and low end of the market. By failing to scale quickly enough to capture a major market share and create a strong, sustainable and scalable product, Groupon missed an opportunity[10] to revolutionize an industry. That opportunity was snatched up by Amazon, Google, Alibaba, and even Pinduoduo.
After the enterprise develops to the intermediate stage, it wants to quickly jump to the advanced stage. At this time, in addition to the rapid expansion of the market area, the more important thing is that the product can not be a single product. The market value created by a single product is more and more limited in the fierce competition, and the innovation to create a second new product can be undefeated, expand the previous advantages, so that they become mature and stable multinational companies. Groupon is so old-fashioned that it did not innovate the second product at the intermediate stage, because it was divided up by other competitors. The industry grew unusually well, and huge fortunes were stolen by others.
There is plenty of talent in international markets, where many entrepreneurs could pose a competitive threat. But execution risk can't be underestimated. You rarely hear startups say, "We failed because we focused too much on our core business."
Yahoo has done that better than anyone else, especially in the most insurmountable of markets, China. Instead of building their own Yahoo and hiring a local team, they bought a stake in Alibaba. The value of that stake has become an important part of Yahoo's market capitalization, which has been teetering lately.
What emerged later, Pinduoduo, was a more Chinese version of Groupon, but more advanced and humane. The specific explanation is analyzed in the previous successful case.
Group buying deals are not good for small businesses. "It was expected to make up for the losses, but it didn't," he said. Retailers are attracting price-sensitive customers who are always looking for good deals. If there are no group deals, they won't patronize." So Groupon's business model broke down when it got to the mid-level. When customers came in, they came in because of the low price, and then when there were no cheap prices and Groupon deals, the number of customers quickly dropped. Groupon should consider and design how to convert its large and rapidly growing number of customers into long-term loyal and stable customers, and make it and its partner merchants profit from these customers, which is the long-term solution.
Coupled with the occurrence of Groupon's financial fraud incident, it fully demonstrates that Groupon's talent framework and corporate culture have serious problems, which can not support a huge valuation.
It can be said that Groupon only learned the surface of lightning expansion, and the deep essence is not the point. Groupon's leadership is flawed, its talent development and culture is flawed, its business model is flawed and its growth strategy is flawed. All of these problems led to Groupon's eventual downfall.
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