Nanxi Liu: Finding the Keys

To Sales Success at Enplug
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Nanxi Liu

Nanxi Liu spent most of the first five years of her l.ife in rural China with her'uncles, aunts, and
grandparents in a home without running water. At the time, her parents were studying on scholarshipg
in Europe that did not afford them the resources to bring their g'ia.ughter along. After they each earned
scholarships to Colorado State University in Fort Collins, Liu joined be_r parents in campus housing
that the university designated for immigrant families. Shortly after arriving in Colora@o, Liu began tg
attend her local public elementary school, where her family’s economic situation qualified her for the

free lunch program.

Throughout most of her childhood, Liu’s parents would spend evenings working as servers at local
restaurants to make money. To help Liu pass the time while she was home alone, her parents saved up
for a $100 piano and gave it to her as a gift when she was six years old. Liu took a liking to the study of
music and would spend most of her time outside of school crafting her own piano compositions. Later
that year, she began entering piano competitions as a way to earn additional income for her family,
“Piano taught me that practice makes me better, and when I get better, 1 get more opportunities,” she
said. As a high school senior, Liu even competed on NBC’s “America’s Junior Miss Competition,”
showcasing her skills on the piano. According to Liu, the piano helped mold some of her later
viewpoints on entrepreneurship. “Soon enough, you learn the formula and how the notes fit together.

It also taught me that the best way is to pave your own way.’

Entrepreneurial Spirit

Following a successful high school experience inside and outside of the classroom, in 2008, Liu
enrolled at the University of California, Berkeley. While there she studied political economy,
engineering, and business administration. Liu was actively involved in extracurricular activities,
serving as executive vice president of her student government and also as Miss Oakland, where she
helped coordinate community outreach efforts with the Children’s Miracle Network. During what free
time she had, Liu taught herself computer programming, “I’m naturally curious, and I love to teach
myself how to do random things,” she said. Throughout college, she designed various applications,

such as CrimeFighter, an app that allowed users to report crimes on college campuses, and Fonite,
crowd-sourced caller identification app.

The summer before her senior year of college, Liu was selected for a prestigious investment banking
internship at Goldman Sachs. While Liu enjoyed her time working for the finance firm and valued th
connections she made there, she realized finance was not a long-term fit for her. She noted, 1 wasn't
quite as interested in investment banking as I was at building things.” With that mentality in her final

year of school, Liu was eager to explore entrepreneurial projects.
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agreed tq co-found the business with Zhu and his friend, Navdeep Reddy. “I saw this as a l;uge
opportunity to build a major, influential tech company,” explained Liu. “If we came into the space and
powered every digital display in public, that could be really extraordinary. This could be one of the
fastest ways to transmit all types of information to massive amounts of people all at once.” Liu decided

to veer away from biotechnology because she believed she could make a faster impact through

information technology. There were fewer regulations that would affect the digital signage industry,
le to take products to market more quickly. It was

“’hldl meant the nascent venture would be ab _ _
decided that Liu would move to Los Angeles upon graduation to pursu€ the project. While no roles
were determined at that time, the team of three felt their strengths would complement each other as
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music retailer), Arco AM/PM, Rita's Italian Ice (a chain with over 600 locations), and Porsche Bever]y

Hills.

The screen layout concept involved allocating two-;thirds of the dig.ital display to social media
content specific to the location and one-third of the display to advert_lsmg“ space for partners, with
advertisers deploying and managing content on screens of their choos.mg. WE foFuse_d On revenues
generated by ads because we thought that would be our main source of Income, salc_i Liu. She and the
team decided to charge clients an upfront fee for the screens and mstall@mn services, According to
their projections, Enplug would make back the cost of labor for screen installations in six to seven

months.

Humble Beginnings
In the first several months, the team of five lived together in a one-bedroom, one-bathroom

apartment in Los Angeles’ Koreatown. As Enplug gained momentum and added headcount in the form

of engineers and sales people, it relocated its “headquarters” to a six-bedroom, three-bathroom, ranch-
style rental home in Bel Air, California, which the team also used as its office to save money. While

engineers slept in after late nights of programming, their business counterparts rose early to attend
meetings. What started as a way to save on rent and travel costs evolved into a 24/7-work culture that

allowed Enplug to be “extremely efficient,” according to Liu. “It may seem unconventional, but the
arrangement allowed us to share ideas and connect on a more personal level,” she said. “Also, it was
really fun!” In addition to talking about work projects, staff members living in the house watched the

same shows, worked out together in the garage/gym, discussed pop culture and sports, and cooked
group meals. Liu also made sure the house could fit her piano so she could continue to practice

whenever she had a free moment — a rarer and rarer occurrence as the new venture grew.

Staffers living in the house were paid a stipend in lieu of a traditional salary. Meanwhile, all of the
co-founders decided to opt out of salaries altogether, reinvesting all of Enplug’s revenues back into
company expenses, including rent and utilities. The familial aspect of Enplug helped drive salary
decisions, which weighted employee compensation more heavily towards equity than salary. “It was
very important to us that everyone that joined our team had a stake in the company,” explained Liu.
“When the company does well, we all do well. We wanted to operate more like a family.”

Road Bumps to Roadmap

For the first year and a half of the venture, most of the company’s work was dedicated to improving
the client installation system, aggregating the social network activity for clients, and getting consumer
feedback from visitors to restaurants, stadiums, and other locations where Enplug displays were
installed. At its core, Enplug functioned as an interactive engagement portal focused on high foot
traffic locations. Up until that point, half the team had been dedicated to product development and the
other half had been dedicated to selling advertisements. In order to ensure all of Enplug's customet
accounts were handled accordingly, the team hired Michael Carter as the Director of Operations in late
2013. Carter, who had a background in mechanical engineering, explained, “When 1 joined the
company, they were still trying to figure out where exactly they fit into the digital signage landscape. |
was really'good at breaking down complex systems, so Nanxi had me managing the supply chain and
the operational infrastructure in order to Improve the customer experiences.”

There were challenge.s with the installation-based service model, which required Enplug tzwhi;

;rggflette. Morel than half: of the customer support tickets were elatad ba s cliqnts‘ erd
rrnet aceess issues, which distracted support representatives from servicing clients wit
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j | to run dedicated displa
il " ting system allowed businesses plays
hat we had to offer.” Enplug's new operati _ '
::E “?hatm-cr featured applications they wished to use. From mformatlllogabout the we?tllller, to the
news. to live social media feeds, to menus, companies could engage their customers with Enplug’s
sasv-to-use dashboard. Any business with a television connected to the Internet could run the Enplug

software.

In early 2014, when the software was about to go to market, Liu deadcle)d tl'.:je mosi: appropriate
pricing for the software was to charge a monthly -fee to E",nplug cu§t9mers dase don t e number of
screens they had. Displays cost $99 per month with c_:uutsu%e advertising feeds an .$299 per month
without them. Enplug often offered discounts to testimonial customers and negotiated with larger

businesses that agreed to purchase more licenses.

The Enplug engineers also developed an application marketplace that allowed third-party
developers to build and sell applications on the “Enplug App Market.” The Enplug App Market would

be the first marketplace dedicated for display applications where third-party developers could

participate. The platform enabled users to flexibly customize their displays v_ia Enplug and third-p§rty
applications. This allowed the company to effectively establish an application network where third-
parties could create applications for both them and the greater Enplug_ ecosysten:l. Some apps tl}at
Enplug developed to enhance the user experience included Web Page, which could display any website,
and Digital Directory, which allowed for an easy-to-update building directory.

Liu and the team decided that for the time being, Enplug would not take any percentage of sales
from the third-party applications purchased through the marketplace in hopes that more outside
developers would be encouraged to participate. Liu felt that having more display applications to offer
customers would make the Enplug’s operating system software more appealing, regardless of who
profited from the sales of the apps.

Strategy and Structure

By the end of 2014, Enplug had earned $1.1 million in contracts. As the team continued to grow,
they relocated office headquarters from the rental home in Bel Air to a traditional office space in Culver

City. However, Liu and many statfers continued living in the rental home, which was now dubbed “The
Enplug House.”

E".nplug had also recently raised a $3.7 million seed round from the former co-founder of Oaktree
Capital, a global asset management firm, the Executive Vice President of Interscope Records, and the
CTO of AT&T to bring its digital display system to more businesses. Liu, her co-founders, and investors

agreed that the most effective mechanism to penetrate these businesses and industries would be to
bulk up the sales force.

One of the new ac{ditions included Chief Strategy Officer Jessie Kim, a former sales specialist from
McKesson and the Discovery Qhannel. "I am tenacious when it comes to business growth, and Nanxi
felt I could lead the sales team in the right direction,” Kim explained. “When I stepped in, there was no

marketing team, and no processes or infrastructure for sales, It was my job to give the sales team & g
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market segments to be constantly iteratin

our growth.” BY the end of the year
cales and customer support,

« Percentage of customers upgrading

« Percentage of revenue from upgrades

th : :
3% raonths) at 97% of clients remained subscribers after

To ensure Elj:ip}ug was not concentrated in any one pal’ticular indust
ounted for more 9 : : iy
sector acc than 20% of sales. The industries it targeted included restaurants. hotel
, €18,

gyms, entertainment, hospitality, and corporate office buildings. Liu and her team realized that it
was

easier to deal with certain industries that had IT support '
: . on st
have to deal with certain customer support issues. i PR 1L gh 0, 1t Kaplug would not

the sales team made sure no

; f\ifter a pe'rlocil of experlmentn}g with how to organize its sales team, Enplug shifted away from
dividing territories by the location, revenue, and employee count of potential customers to an
organization divided by “specialties” and industry verticals. Kim noted, “Each vertical requires a very
different skill set to sell because it’s an inside sale. Addressing the needs of a corporate office is much
different than addressing the needs of a restaurant.”

Reseller Opportunities

its expansion strategies, Liu had generally favored not pursuing
' fter Enplug had

: Y : : ' + out. many companies
bd e ¢ - made it easier for companies to test it out, )
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they were very demanding.” By the end of 2014, Enplug had grown the Initiative to include 2
resellers. Nearly every company that had requested to partner with Enplug was permitted to rese the
company's software (please see Exhibit 1 for sample reseller data). The arrangement entailed Jocg]
resellers and Enplug splitting revenues 60/4o0.

Positive OQutcomes

One of the more successful resellers was a company owned b:y the form.er regional president of ap
International delivery company based in London. The owner invested his own money to staff his
United Kingdom sales team, and eventually the company became a full-time reseller of Enplug’s

software. Another successful reseller in Japan provided digital signs for a network of clubs in the
Japanese entertainment industry.

Despite the trials and tribulations of managing resellers, the program forced Enplug to create and
improve the quality of its marketing materials. The program also accelerated additional processes
(such as logs of customer service problems), help center management, and support practices. For
Instance, the company developed repeatable operational procedures to handle incoming support
tickets. Kim explained another positive effect of working with resellers: “Having eyes in other places,
resellers can end up being resources. For instance, our UK reseller helped develop apps for our Enplug
App Marketplace that were relevant to the UK region.” For example, one of those apps, called Name
Day, displayed relevant UK names and themes that were being celebrated on a particular day. The

reseller program had encouraged Enplug to improve its operations and expand its footprint outside of

North America, while also signaling to Liu that her team needed more refined sales processes and
marketing materials.

Liu in the Lead

As Enplug entered its third year in business in 2015, Liu realized there were decisions she had to
make as the CEO that would undoubtedly affect the company’s trajectory. Enplug’s considerable
growth caused Liu to carefully consider what the company’s priorities truly were moving forward.

Pricing Reconfigurations

By 2015, Enplug had acquired more than 350 clients. The sales team focused on helping the
customers best utilize the software and often conducted site visits to ensure customer satisfaction.
Enplug’s software had seen demand spike up in a number of Industries. The surge in growth led to
iIssues related to the pricing model, which according to Kim, had been somewhat haphazardly
designed. “When we started licensing the software, we didn’t really know how to price our product.
There wasn’t a ton of market research that went into it.,” she said. Kim and Liu considered shifting
from regularly negotiating prices to using a hard, nearly non-negotiable, tiered pricing model.

“Negotiations with enterprise deals were messy,” said Kim. “As we grew, they got even messier” (please
see Exhibit 2 for the average discounted price by number of displays). 5

Some sales employees specifically disliked the idea of a tiered “package” model for its S
thresholds, while others simply feared any type of pricing change that would have a e
day approaches. The sales team had nurtured many of th

infancy, and often offered these clients special rates and

pricing — where customers would be rewarded for the scale

additional licenses — would result in significant losses in mveuue for companies already 1)
per display. | e e
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sales and Customer Support Strategy

x | S Into the sales ;iml
support staff. “As you add more customers, you have to hire more people to service the customers. lhﬁ

is that sustainable if you want to scale?” pondered Liu. While it was common for startups

large numbers of employees when the company started doing well, Liu wondered i
advantageous for Enplug to make its team leaner.

to bring on
f it would be more

After learning how to automate certain processes through the reseller program, the team wondered
if an even higher-level automation would make Enplug better equipped to handle the higher volume of
its own clients. Would Enplug miss out on opportunities to tap into industries, companies, and
decision makers that preferred more personal service? Liu was not so sure. She also gr{apgl;f:idut:::?n:t;
idea of having to let go of staffers on the sales‘and support teanlz thali J:Er}ljgg (;Illl :ﬁllgs ;1; mb?: Al
friendships with her fellow roommates. While the 24/7-work cu

' 1 r, it made the
Enplug staff to share all aspects of their professional and personal lives with one another, it made the
dismissal of team members that much more difficult.

Handling the Reseller Program
to handle t

Liu and Carter also had to decide how While the customer support
approximately 10% of the company’s total revenue. s,
lot of staff hours, was this another process

chances of finding viable partners Carter insiste
distracting and difficult to work with. ?-eso
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do we build one that’s going to be great for commercial real estate?” shfe inquired..Several of the
company’s largest investors wanted the company to focus on one or two verticals to see if En[?lug's true
identity resided in one of those markets. Most employees, however, wanted to grow a business with

high potential that would not subject itself to a less fruitful niche.

Liu had to consider the investors' concerns about Enplug’s target market. Was it smart to sell to a
large number of very diverse industries, or would it be better in the long-term to focus on certain

verticals? While Liu felt Enplug was fully capable of serving a general market'and did not want to limit
her company’s possibilities to tap into different sectors, was 1t more strategic to speaath IN a niche
market that Enplug could more easily dominate? Liu had a lot to contemplate. And considering how

fast Enplug was growing its customer base, she had to make certain decisions very soon.

The Art of Composition

Liu arrived home at “The Enplug House” late one evening in March of 2015, exhausted after having
spent a full day at the office working with engineers on a new display application they were developing
tor the Enplug App Marketplace. While her coworker-roommates sat on the couch watching “The

Walking Dead” on Netflix, Liu felt she should use what little time she had to go practice on the piano in
her room. Liu had recently agreed to participate in the “LA Tech’s Got Talent” competition and had yet
to compose a piece to perform. Perhaps tonight she could check that off her list of to do’s. .

As Liu tapped the piano keys, figuring out which notes fit together, her mind wandered off to how
pieces of the puzzle at Enplug could also fit together. How should Liu and her team approach the
pricing model, their sales strategy, and the reseller program? Lost in her thoughts of imagining the
possibilities for Enplug, she suddenly happened upon a string of notes that created just the melody she
was looking for. She felt this particular group of judges would be looking for a composition with plenty
of excitement and entertainment value, and Liu believed she was ready to deliver. '




