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1. Introduction:
Author: Chaman

Cazoo is an online used car retailer founded in 2018 by entrepreneur Alex Chesterman. Its success in

raising over $1.6 billion in funding within a short period is a remarkable achievement for a start-up.
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The company's ability to attract such significant funding is due to its innovative business model,
which disrupts the traditionally used car dealership industry. Cazoo offers a hassle-free online car-
buying experience, providing customers with a wide range of quality used cars at competitive prices.
This has made the company popular among consumers, and investors have quickly recognized the

potential for growth in the online used car market (Birla et al., 2021).

Cazoo's founder, Alex Chesterman, has a proven track record of success in launching and growing
start-ups. Before Cazoo, he co-founded Zoopla, a property website that went public in 2014 and was
sold for $3 billion in 2018. He also co-founded LoveFilm, a DVD rental-by-mail service acquired by
Amazon in 2011. Cazoo's success has also attracted competition from traditional car dealerships and
other online used car retailers (Roberts, 2021). To remain competitive, the company must continue
innovating and providing a superior customer experience. It also needs to build brand recognition
and loyalty among customers to differentiate itself from its competitors. Overall, Cazoo's success in
fundraising demonstrates the potential for disruptive start-ups to revolutionize traditional industries
and attract significant investment. However, the challenges of scaling and maintaining profitability in
a competitive market must be addressed. Adapting to changing market conditions and innovating

continuously will be key to Cazoo's long-term success.

2. Academic theory relating to business start-up, development, and
growth:

‘ Resource-based view ‘

relies on resources

| Tangible | Intangible |
that must be

| Heterogeneous | Immobile |

and have VRIO attributes to become

VRIO resources

T
that provide

Competitive advantage

Figure:1 Resource-based View Theory (2021)
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2.1.RBY THEORY AND START-UPS: IDENTIFYING AND LEVERAGING RESOURCES
FOR COMPETITIVE ADVANTAGE

The resource-based view (RBV) theory suggests that a company's competitive advantage and
capacity to generate value for its stakeholders are determined by its resources and abilities. As a
result, startups need to recognize and utilize their distinct resources and abilities to establish a

sustainable competitive edge (Barney, 2018).

In the case of Cazoo, its unique resource is its online platform, which allows it to sell used cars
directly to customers without needing physical dealerships. This resource gives Cazoo a competitive
advantage over traditional car dealerships and has enabled it to attract significant funding
(Bloomberg, 2021).

e The importance of continuous innovation in RBV theory
The RBV theory proposes that a company's resources and capabilities are vital in determining its
competitive edge and long-term viability. According to the theory, a company's distinctive resources
and abilities, which are valuable, rare, difficult to copy, and irreplaceable (VRIN), can result in a

lasting competitive edge (Wernerfelt, 2018).

e Flexibility and adaptation for start-ups
Identifying and leveraging their resources is crucial for achieving a competitive advantage for start-
ups. Examples of resources that a company can leverage to create a competitive advantage include
tangible resources like money, physical assets, and personnel, as well as intangible assets such as
brand recognition, intellectual property, and organizational culture (Huang, 2019).

e Cazoo's continuous innovation and growth strategy
In the case of Cazoo, it's a unique resource. Its competitive advantage is its innovative business
model of selling used cars online and providing a hassle-free car-buying experience. This has
enabled Cazoo to differentiate itself from traditional car dealerships, often requiring customers to
visit a physical location and negotiate with sales representatives. Cazoo's business model offers

convenience and transparency, which its customers highly value (Nair, 2020).
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2.2. SCALABILITY AS A KEY FACTOR FOR START-UP GROWTH: CAZOO'S
BUSINESS MODEL AND EXPANSION STRATEGY

Revenue

Expenses

>
Growth Mode

N Revenue

Expenses

Scale Mode

Author: Lovepreet Singh

e The importance of scalability in RBV theory
The Resource-Based View (RBV) theory emphasizes the importance of building a scalable business
model for start-ups to achieve long-term success. A scalable business model can grow and adapt to
changing market conditions without significantly increasing costs. This allows start-ups to expand

rapidly and enter new markets while maintaining profitability (Barney, 2019).

e Building a scalable business model for start-ups
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To build a scalable business model, start-ups must effectively identify and leverage their resources.
These resources include tangible assets such as equipment, infrastructure, and financial capital and

intangible assets such as knowledge, skills, and brand reputation (Gupta & Dutta, 2019).

e Cazoo's scalable business model and expansion strategy
In the case of Cazoo, the company's unique business model of selling used cars online and providing
a hassle-free car-buying experience has been its competitive advantage and a key resource. Cazoo
leverages its innovative technology platform to offer a wide range of quality used cars at competitive
prices while also providing customers with features such as home delivery and a 7-day money-back
guarantee. This has helped Cazoo to differentiate itself from traditional car dealerships and attract

significant funding from investors (Helfat & Peteraf, 2018).

2.3. CONTINUOUS INNOVATION AND ADAPTATION IN RBV THEORY FOR
START-UPS

Market \

Order Qualifier Product Process \_4
(Reactive) Innovatlon — Innovanon

Order Winner Process Product
(Proactive) lnnovatlon Innovatlon

Competitive Competitive Ci‘::;a;rltei\dle
Advantage Advantage Advantage

Figure 2: Resource-Based Product and Process Innovation (2020)

Competitive
Parity

e The importance of continuous innovation in RBV theory
According to Boso et al. (2019), the RBV theory highlights the significance of constant innovation
for start-ups to stay ahead in the competition. RBV suggests that a firm's competitive edge depends
on its exceptional resources, skills, and core competencies. As a result, start-ups must persistently
innovate to cultivate and harness their resources and capabilities to create and uphold a competitive
advantage.

e Flexibility and adaptation for start-ups
Prajogo and Ahmed (2018) noted that innovation involves adapting to changing market conditions,
identifying new opportunities, and developing new products or services to meet customer needs.

Start-ups must also be flexible and adaptable to pivot their business models quickly when necessary.
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This can involve making changes to their product offerings, pricing strategies, or marketing

campaigns to respond to changes in the market.

e Cazoo's continuous innovation and growth strategy
According to PitchBook’s (2021) report, Cazoo's growth strategy centers continuous innovation and
flexibility. The company has already disrupted the traditionally used car dealership industry by
offering a hassle-free online car-buying experience. To maintain its competitive advantage, Cazoo
has continued to innovate by introducing new products and services, such as offering car
subscriptions, expanding into new markets, and partnering with other businesses to enhance its

customer offerings.

3. Support systems for business start-up, growth, and development:
Support systems are available for start-ups, such as incubators, accelerators, and venture capital
firms. These support systems provide start-ups with funding, mentorship, and networking
opportunities. In the case of Cazoo, it has received funding from various venture capital firms, such
as D1 Capital Partners, General Catalyst, and L Catterton. These firms not only provide funding but

also help the company to grow and develop its business.

e Incubators and accelerators: Incubators and accelerators are support systems designed to
help start-ups grow and develop their businesses. They provide start-ups with funding,
mentorship, networking opportunities, and access to resources such as office space,
equipment, and legal services. Incubators and accelerators differ in their approach, with
incubators offering long-term support to early-stage start-ups, while accelerators provide
intensive support for a shorter period (Ribeiro and Neto, 2019).

e Venture capital firms: Venture capital firms are investment companies that furnish funds to
new enterprises in return for a share of ownership in the firm. They typically invest in high-
growth start-ups with the potential for significant returns on investment. Venture capital firms
also provide mentorship, networking opportunities, and expertise in scaling businesses. In the
case of Cazoo, it has received funding from various venture capital firms, which has helped it
to grow and develop its business (Munir & Karim, 2018).

e Government support: According to VVohora et al. (2018), governments also provide support
to start-ups through various programs, such as grants, tax incentives, and loans. These

programs are designed to encourage entrepreneurship and innovation and to stimulate
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4.

economic growth. Government support can be particularly valuable for start-ups in industries

with high barriers to entry or where there is a significant need for research and development.

Business networks and associations: Business networks and associations provide start-ups
with networking opportunities, mentorship, and access to resources such as funding and
expertise. They bring together entrepreneurs, investors, and industry experts to share
knowledge and experience and to support each other's businesses. These networks can be
particularly valuable for start-ups in niche industries or where there is a need for specialized

knowledge or expertise (Dheer, 2018).

Entrepreneurial skills, traits, and characteristics:

Author: Simranjeet Kour

Identifies
Opportunities
Time Entrepreneur
MOpamine Traits

©Open to
Challenges

Figure 3: Entrepreneurial Traits (2021)

4.1.ESSENTIAL ENTREPRENEURIAL SKILLS, TRAITS, AND CHARACTERISTICS:

According to Timmons and Spinelli (2018), entrepreneurs need to possess a range of skills, traits,

and characteristics to be successful in starting and growing a business. These include:

Creativity and innovation:  Entrepreneurs must possess the capability to think
unconventionally and devise novel and imaginative solutions to challenges. Innovation can
help businesses to differentiate themselves from their competitors and find new growth

opportunities Kim and Lee (2019).
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o Risk-taking: According to Forbes (2021), launching a business entails taking chances, and
prosperous entrepreneurs are unafraid of taking measured risks. They acknowledge that
failure is a fundamental aspect of the journey and are prepared to take risks to accomplish
their objectives.

« Vision: Entrepreneurs must have a clear vision of what they want to achieve and how they
plan to get there. They need to be able to communicate this vision to their team and inspire

them to work towards a common goal.

o Leadership: Entrepreneurs need to be able to lead their teams and make difficult decisions.

They need to be able to motivate their team, provide direction, and lead by example.

4.2. HOW CAZOO'S FOUNDER DEMONSTRATES ENTREPRENEURIAL SKILLS,
TRAITS, AND CHARACTERISTICS:

Alex Chesterman, the founder of Cazoo, has demonstrated these essential skills, traits, and
characteristics throughout his career. He has successfully launched and grown several start-ups,

including Zoopla and LoveFilm.

« Creativity and innovation: Chesterman's previous ventures have demonstrated his ability to
think creatively and find innovative solutions. For example, Zoopla disrupted the traditional

online property listing market by offering more detailed property data (Booth, 2020).

e Risk-taking: Chesterman's track record of success demonstrates that he is not afraid to take
calculated risks. For example, he launched Cazoo in 2018, despite the challenges posed by
the COVID-19 pandemic (Hinchliffe, 2020).

« Vision: Chesterman's vision for Cazoo is to create a hassle-free car-buying experience for
customers, and he has been able to communicate this vision effectively to his team and

investors (Hartmans, 2021).

e Leadership: Chesterman has built a strong team at Cazoo and has been able to motivate
them to work towards the company's goals. He has also made difficult decisions, such as the
recent decision to publicize the company through a SPAC merger (Hinchliffe, 2021).

5. Challenges of fundraising for start-ups:
Fundraising for start-ups has its challenges. These include a need for more access to funding, market
competition, and regulatory hurdles. In the case of Cazoo, it faces competition from traditional car

dealerships and other online used car retailers. It must also comply with various regulations related to
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selling used cars online (Gompers & Lerner, 2018). Moreover, as the company grows and expands
into new markets, it may face additional challenges related to scaling its business model and

maintaining profitability.

Lack of Access to Market Regulatory
funding Competition Hurdles

Scaling the Maintaining
business model Profitability

Figure 4: Challenges of Fundraising for Start-ups

5.1. LACK OF ACCESS TO FUNDING:
One of the biggest challenges faced by start-ups is a lack of access to funding. Investors often need
to be bold in investing in new and unproven ventures, making it difficult for start-ups to raise the
necessary capital to launch and grow their businesses. This challenge is particularly acute for start-
ups in industries that require significant capital investment, such as the automotive industry
(Genome, 2019).

5.2. MARKET COMPETITION:
Competing in the market is another significant obstacle that start-ups must overcome. Cazoo, for
example, contends with rivalry from brick-and-mortar car dealerships and other web-based used car
vendors. This competition can make it difficult for start-ups to gain traction in the market and attract

customers, especially if they need a competitive advantage (Khan, 2020).

5.3.REGULATORY HURDLES:
New businesses must also adhere to several industry-specific regulations. Cazoo, for instance, is
obligated to comply with various rules related to online used car sales, including providing precise
vehicle descriptions and revealing any known faults. These regulations can add complexity and costs
to the start-up's operations, and failure to comply can result in fines and legal liabilities (GOV.UK,
2021).
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5.4. SCALING THE BUSINESS MODEL:
As start-ups grow and expand into new markets, they may face additional challenges in scaling their
business model. This can include logistics, supply chain management, and customer service issues.
As Cazoo expands beyond its home market of the UK, it must adapt its business model to meet each

new market's specific needs and demands (Jones, 2020).

5.5. MAINTAINING PROFITABILITY:
Start-ups must maintain profitability to survive and grow. This can be a challenge, especially in
industries with low-profit margins, such as the automotive industry. Cazoo must find ways to
maintain profitability while keeping its prices competitive and providing high customer service. This
may involve optimizing its supply chain, improving its operational efficiency, and finding new

revenue streams (EY, 2019).

6. Opportunities for fundraising for start-ups:
Author: Vimal Kumar

Despite the challenges, fundraising for start-ups also presents various opportunities. These include
access to funding, mentorship, networking opportunities, and the ability to attract top talent and enter
new markets. In the case of Cazoo, it has been able to attract significant funding, which has helped it
to expand its business and enter new markets. It has also attracted top talent, such as former
AutoTrader CEO Trevor Mather, to join its team (Gage, 2022).

Mentorship and

Access to Funding E—

Opportunities

Attracting Top Talent Entering New Markets

Figure 5: Opportunities for Fundraising for Start-ups
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6.1.ACCESS TO FUNDING:

One of the main opportunities for fundraising for start-ups is access to funding that can help them
to grow and scale their business. In the case of Cazoo, the company has successfully raised over
$1.6 billion in funding from various investors, such as General Catalyst, D1 Capital Partners, and
L Catterton. This has provided Cazoo with the financial resources needed to expand its

operations, improve its technology, and acquire new customers (Jing, 2021).

6.2. MENTORSHIP AND NETWORKING OPPORTUNITIES:
Fundraising for start-ups also provides opportunities for mentorship and networking. Many venture
capital firms and accelerators provide start-ups with access to experienced mentors and advisors who
can help them to develop their business strategies and make important connections. In the case of
Cazoo, the company has received funding from experienced investors who can offer valuable

guidance and advice (Gibson, 2020).

6.3. ATTRACTING TOP TALENT:
Another opportunity for fundraising for start-ups is the ability to attract top talent. Successful start-
ups often attract talented and driven individuals who are eager to work for a dynamic and growing
company. In the case of Cazoo, the company has been able to attract top talent, such as former
AutoTrader CEO Trevor Mather, to join its team. This has helped the company further develop its

business and improve its services (Lam, 2018).

6.4. ENTERING NEW MARKETS:

Fundraising for start-ups can also provide opportunities for entering new markets. With access to
funding, start-ups can expand their operations and enter new regions or countries. In the case of
Cazoo, the company has been able to use its funding to expand into new markets, such as
Germany, France, and Spain. This has helped the company to increase its customer base and

revenue streams (Munro, 2019).

=. Conclusion:
In conclusion, fundraising for start-ups is a complex process with various challenges and
opportunities. However, with a clear business plan, a competitive advantage, and a scalable business

model, start-ups can overcome these challenges and attract significant funding. Additionally,
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accessing support systems such as incubators, accelerators, and venture capital firms can provide
start-ups with mentorship, funding, and networking opportunities. Cazoo, with its unique business
model and strong leadership, has successfully raised significant funding and grown its business.
However, as the company expands into new markets, it will face additional challenges related to
scaling its business model and maintaining profitability. By continually adapting and innovating,

Cazoo can continue to thrive in the competitive online used car market.
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Introduction

* Fundraising for start-ups

* Importance of Fundraising

« Challenges and opportunities of fundraising for start-ups, focusing on u
Cazoo Groups. |

DONATE

(Fundraising, 2020)

By Chaman
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Background of Company

« Established in 2018 (Chesterman, 2018).

 Alex Chesterman, Cazoo's founder

« Cazoo offers a hassle-free online car-buying experience (Birla et al.,
2021).

(Cazoo0,2022)
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Challenges faced by Cazoo Group in fundraising

A. Lack of access to funding:
* Investor Hesitancy

* Unproven Ventures

« Capital Requirement Obstacle

B. Market competition : Attract

« Tough market competition > = Investors
« Web-based competitors |

« Attracting customers

(Attractive Investor’s, 2023)
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Challenges face;t;,ﬁbv Cazoo Group in fundraising
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Challenges faced by Cazoo Group in fundraising

C. Regulatory hurdles

« Failure to comply
* Added complexity and costs
« Cazoo's obligations

D. Scaling the business model
» Customer service issues
« Adapting to new markets

E. Maintaining profitability
« Low-profit margins
« Low customer service
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Scaling the Business Model 2023


http://www.smallbusinessrainmaker.com/small-business-

By Lovepreet

Challenges faced by Cazoo Group in fundraising
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Opportunities for Cazoo Group in fundraising

Sources
of Funding
A. Access to Funding .
« Strategic partnerships Equity Captal

* Crowdfunding

https://corporatefinanceinstitute.com/resources/accounti
ng/sources-of-funding/

« Government grants and loans

B. Mentorship and Networking

« Access to experienced mentors and advisors

« Making important connections B0 oy 3
. : : EXPAND YOUR BUSINESS
« Funding from experienced investors INTO NEW MARKETS

New Markets, 2021

By Simranjeet Kour
PAGE 24



Opportunities for Cazoo Group in fundraising

> 4

C. Attracting Top Talent

« Talent attraction > ”//L/
« example: Cazoo was able to attract top talent, such as former AutoTrader C i‘ =
Trevor Mather (Mather, 2018). 4!

* Improving services Attracting top talent, 2022

D. Entering New Markets
* Fundraising enables expansion
» Expand operations

* Increase revenue streams

Entering New Markets 2022

By Simranjeet Kour
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Business Model Canvas

AL Key Partners Key Activities ﬁ Value Proposition ¢’ Customer Relationships [£3] Customer Segments
Suppliers, distributors, Step 1 Our unique selling point is Get ‘ Customer Name:
manufacturers, service preparing to list our hassle-free buying 1. Advertise on social | First-Time Car Buyers
prc?vnders. strafceg;c prf)§ess wvth‘ trans',parent media platforms such Anie Range:
alliances, and investors. pricing and financing as Facebook, 18 - 30

options. We also provide Instagram, and Twitter

free delivery of vehicles to 2. Offer incentives or

the customer's doorstep, discounts to first-time

saving them time and customers 3. Attend

effort. Additionally, our trada chawuse ar *

cars undergo rigorous

@ Key Resources inspections and are Cb Channels

certified to ensure their

A - . *h’s
1. Human Resources 2. 0 qualiy and Tetiabitiy. Cazoo
Technology
Infrastructure 3.
Financial Resources 4.
Manufacturing Facilities =
5. Intellectual Property
6. Supply Chain 7.
Marketing and
Advertising 8. .
™ Costs @?g Sustainability |~ Revenue
N
Annual Fixed Costs Responsible Consumption and Production ] Revenue Model
1,380 Responsible consumption and production can A one-time fee, recurring subscription fee,
contribute to the sustainable development of commission-based fee, or a freemium modet
Annual Variable Costs society and the environment. It can reduce the [ with additional paid features.
0 negative impact of economic activities on the

environment and can address social
inequalities by ensuring access to food, water,
and energy for all. Consumers can make

Annual Units Sold
0
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Conclusion

* Fundraising for start-ups

« Challenges and opportunities of fundraising by focusing on the ¢ = )
Cazoo organization. _V,(j ;;  a ]c

-

Start-up

« Elaborating with examples of Cazoo
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