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Ian Marcousé presents a case study 
and practice exam questions on Alex 
Chesterman and Cazoo

Each year 10 million cars are sold in the UK. Just 
20% are new, leaving a huge 8 million as the size 
of the used-car market. Even if the average selling 

price is just £2,500, that creates a market worth £20 
billion a year, so a 1% market share would generate 
sales of £200 million a year.

Moving into cars
In August 2021 online car-seller Cazoo was valued at 
$8 billion when the business was floated on the New 
York Stock Exchange. Cazoo had only been founded in 

The UK’s 
top digital 
entrepreneur

2018, so in 3 years it had grown in value from zero to 
an unimaginable fortune. Founder Alex Chesterman’s 
stake in Cazoo is believed to be worth just over $1 
billion.

This was Chesterman’s third — and biggest — 
fortune. In 2011 he made almost $100 million from the 
sale of LoveFilm to Amazon. In 2014 he made more 
than £200 million from the flotation of Zoopla, the 
property website he’d started in 2007.

Cazoo started as a purely online operation, with no 
service element. Buyers had to collect their car from 
sellers and make the cash or electronic payment. This 
proved a problem, as people wanted the purchase to be 
easier. So in 2019 the model was changed, with services 
on offer — at a price. 
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Practice exam questions 
30 marks, 35 minutes

1 Assess the possible reasons why a serial 
entrepreneur such as Alex Chesterman keeps 
developing new businesses. (10 marks)

2 Assess two entrepreneurial roles that Chesterman 
is probably good at. (8 marks)

3 Assess how Cazoo may benefit from flotation on 
the New York Stock Exchange. (12 marks)
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New model
Cazoo now owns and fully reconditions all its cars 
before offering them for sale exclusively on its website. 
It holds thousands of cars in stock, which are stored 
centrally in the Midlands and available for home 
delivery or collection within 72 hours. All Cazoo cars 
are sold with a 7-day money back guarantee and a 90-
day warranty.

In the second quarter of 2021 Cazoo announced a 
600% increase in revenues. Sales increased from 2,022 
vehicles to 10,692 since the same quarter of 2020. 
Chesterman said:

Our rapid growth trajectory continued in Q2 as 

consumers embraced the selection, transparency 

and convenience of buying cars entirely online. 

Our gross profit per unit increased substantially 

during the quarter, up from £143 in Q1 to 

around £460 per unit in Q2, as a result of the 

continued improvements we made across our 

Answers
1 It seems reasonable to rule out money as a motivator, 

as £200 million from selling Zoopla is surely enough 
to meet all future needs and wants.

 A more likely explanation is psychological, with drivers 
such as challenge, fulfilment and the excitement/
adrenaline related to risk. A simpler way of saying 
the same would be to suggest that Chesterman has 
caught the entrepreneurial bug. With highly successful 
previous ventures such as LoveFilm and Zoopla, that’s 
no surprise.

 A further possibility is a moral or social driving force. 
Perhaps Chesterman sees Cazoo as a way to introduce 
competition into the cosy and occasionally dodgy 
world of second-hand car sales. Perhaps Cazoo will 
help stop ‘rip-offs’, i.e. consumer exploitation.

Cazoo’s online offering provides choice, 
transparency and convenience for customers

buying and operations. We remain on track to 

achieve revenues approaching $1 billion in 2021 

and expect operational efficiencies to continue to 

drive further gross margin improvements.

Since the end of the quarter we have begun 

purchasing cars directly from consumers outside 

of part-exchanges as well as having started to 

charge for home delivery and both launches have 

gone well and exceeded our expectations.

Helpfully, the strategy of buying cars, servicing 
and delivering them makes Cazoo’s business model 
expensive for anyone to copy. This barrier to entry 
helps to justify Cazoo’s $8 billion price tag.
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 The text doesn’t give enough evidence to draw a 
firm conclusion as to Chesterman’s motives, though 
it seems probable that the entrepreneurial bug is the 
main cause.

2 Chesterman seems to have the market understanding 
and insight to look ahead to see people’s future 
needs and behaviours. Henry Ford once said that if 
he’d asked the public what would improve transport, 
they’d have wanted faster horses. He was the one to 
see the potential for cars. Chesterman has that same 
quality, in this case to see how people will want to 
buy cars in future. However, it could be argued that 
he’s enjoyed a slice of luck, with Covid-19 ‘creating’ a 
market for buying cars online.

 A second entrepreneurial role is organisational: 
running and developing a business. You need the skills 
to create a suitable management structure to turn an 
idea into an effective organisation with significant 
profit potential. These skills will include recruiting and 
motivating the senior team to work together to meet 
the business objectives. His experience with LoveFilm 
and Zoopla will have honed these skills. However, 
it’s possible that the real reason for the success of 
his projects has been their match to new customer 
needs. The businesses may not have been all that 
efficient, with their market success making up for 
organisational weaknesses.

3 One benefit of flotation is to have a company’s shares 
available on the public stock market. This makes it 
easy for shareholders to sell their holding at any time. 
This is important for young companies, which often 
incentivise early recruits by giving them share stakes 
in the business. To hire brilliant software engineers, 
it’s not enough to say ‘join us and join in the risks of 
a new business start-up’ — you need to offer rewards 
as well. Some early recruits will have shareholdings 
worth $100,000 or more, and the ability to sell them 
at any time. This prevents the frustration that can arise 
when staff have shares that are ‘worth’ $100,000 on 
paper, yet are unsellable in practice. Stock exchanges 
are primarily markets for second-hand shares — they 
provide liquidity to allow current shareholders to turn 
their holdings into cash.

 A second benefit is the cash raised and its potential 
impact on the company. The $8 billion raised gives 
vast scope for Cazoo to finance its growth. It may 
be eyeing other European countries or the USA, or 
any developed country that has no established online 
car market. Without flotation Cazoo may have had 
to grow slowly, possibly coming too late to large 
markets/countries. The cash raised by flotation could 
enable it to build new operations in America and 
Europe simultaneously.

 A word of warning, though. In the past some 
companies have struggled to make good use of the 
cash from flotation. They tried to expand too quickly, 
and struggled to keep effective management control. 
Superdry suffered from this. So the next stage in 
Cazoo’s growth may be a big test of Chesterman’s 
managerial skills.

Taken from ‘Topical Cases’ at www.a-zbusinesstraining.

com, Ian Marcousé’s site for CPD, topical cases and 
business worksheets.
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