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Abstract

This case features the challenges of a start-up website in the used car market in 2015 as its founding
partners assess potential sources of profitable growth and ways to maintain their competitive advan-
tage. Founded in Pakistan, PakWheels.com was a vertically classified automotive portal. The case goes
on to illustrate how PakVWheels.com successfully revolutionized the used-car trade channel by bridging
the gap between the traditional retail channel of car dealers and buyers. Key discussion points of the
case revolve around the turning point of PakVWheels business, namely retention of users while sustain-
ing the current business model, identification of key strategies for scaling up and monetization, and
response to competitive threats to safeguard its market position. Through assessing these options and
discussing this case, students will learn about strategic problems faced by online portals as well as how
these unique businesses create value for end users.
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Vertically classified auto portal, used car trade channel, competitive advantage, differentiation strategy,
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Discussion Questions

1. In two-sided markets, platforms need to overcome the “chicken and egg problem” followed by
the “penguin problem” in order to grow. How did PakWheels.com resolve these issues and create
value for its users while scaling up?

2. How did Pakwheels.com formalize their monetization strategy as part of their platform business
model?

3. Is PakWheels market a “Winner-takes-all” market in Pakistan? Why or why not?

4. If PakWheels decided to be the winner-takes-all market, what kind of envelopment threats would
they be exposed to? And how can they respond to these threats and defend their position
successfully.

5. If you were Saeed and Munj, what would you recommend going forward and why?

' Assistant Professor, Suleman Dawood School of Business, Lahore University of Management Sciences, Pakistan.
2 Teaching Fellow, Suleman Dawood School of Business, Lahore University of Management Sciences, Pakistan.

Corresponding author:
Farrah Arif, Assistant Professor, Suleman Dawood School of Business, Lahore University of Management Sciences, Pakistan.
Email: farrah@lums.edu.pk



2 Asian Journal of Management Cases 14(2)

During the monsoon season of mid-July 2015, Raza Saced and Suneel Munj, the two co-founders and
managing partners of PakWheels.com grabbed a coffee enroute to their office in Lahore, Pakistan.! Their
thoughts were completely focused on the crucial upcoming investor presentation about the company’s
growth strategy for 2016. Just when they thought that they were ready to develop an aggressive growth
strategy, they received an unsettling news. There was speculation that one of the largest online classified
websites—OLX?*—would be launching a huge and expensive 3-week long media campaign at a cost of
about US$0.5 million to launch its used car section in the local market. According to Suneel Munj:

At Pakwheels we rely heavily on our loyal community members and their positive word of mouth about our auto
website to market it, but this will not be sustainable for long. For the first time in the history of Pakistan, we are
seeing online brands deploying significant advertising budgets for mainstream media advertising and to compete
with these deep-pocketed international giants, such as OLX, for market share was going to be a huge challenge
for us.

Saeed and Munj realized that at this turning point of their business they had to make some strategic
business decisions. That included developing a profitable growth strategy for scaling up their digital
platform without compromising sustainability and its competitive advantages and finally, making a
decision on how to respond to OLX as an imminent threat to their market leader position.

Initial Years

PakWheels was started by Hanif Bhatti, a businessman by profession, from the basement of his house in
Karachi, Pakistan in 2003 along with his partner Jagdesh Pahuja, an IT professional. The reason behind this
start-up was to give a platform to the car enthusiasts of the country and make new friends with a common
interest in cars, bikes, etc. The obvious gap and a craving for friends with similar interests provided a
purpose to Bhatti and Pahuja for creating a very simple website where users could list their cars for sale,
download wallpapers, and talk to each other about their shared interests. Pahuja developed the website
based on their requirements in a single day. During that time, web technology was quite simple and if you
were half as good as Pahuja, creating a website was a task of just a few hours, and thus PakWheels.com
came to life on 18 July 2003. A modest amount of money was spent on domain and hosting.

In 2003, there were not many mediums through which one could create hype about launching a
website. There were no Facebook, Twitter, Instagram, etc. Bhatti, being an Internet entrepreneur, knew
that in order to make PakWheels.com successful, they needed to create meaningful content that would
help and attract initial users. He decided that the best way to attract users was to show that there was
activity going on in the discussion boards, so he created more than 100 user accounts and started talking
to himself using different aliases. He would post a car-related question with one alias and reply to that
question from another alias. Soon, seeing the activity, other users jumped in to take part in the discussion
and joined the discussion forums. Since the founders were genuinely interested in helping out the
members of PakWheels, they treated the small community as a family and soon people started joining in
by the numbers. The growth was organic—people logged onto the website, asked genuine questions,
received helpful answers and reviews, put up pictures of their rides and commented on the ideas of
others. Soon, seeing the activity on the site, other users started to take part in the discussion and joined
the community, evolving into Pakistan’s largest community of automotive enthusiasts.

In the early years of PakWheels, there were a select few users from across the globe. They were
mostly Pakistanis who had left the country for greener pastures but had deep ties to Pakistan and to its
auto scene. These users would post day and night on PakWheels about cars around them, their cars back
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home and their projects, etc. Some of them were resident car experts and would help others find solutions
to their car-related problems. Although the bond among members had become unyielding, due to the
community’s online nature, it lacked the human element. Bhatti also felt the need to put faces to the
aliases he had been interacting with for the past 2 years. As a result, the PakWheels management—
a team of two people, Bhatti and Pahuja—decided to hold the company’s first get-together in Karachi.
The first PakWheels get-together was a success, and soon members of other cities started to hold
‘PakWheels Meets’ in their respective cities.

After just 5 years in the business, PakWheels.com was one of the few leading brands in the rapidly
expanding Internet economy of Pakistan. The community was growing strong. The traffic on the website
was soaring and the overall business was doing well. The business model was quite basic; it was free for
everyone but a fee was charged for banner advertisements on the website. In order to develop the com-
munity, they continued to invest back into the website. A small chunk was spent on stickers of PakWheels
to distribute among community members for the promotion of the portal while the rest was spent on
online community development. It was one of the most exciting phases of the venture. They were loving
what they were doing, there was no time off and they were spending days and nights at work. The out-
come was outstanding and the community was growing at a fast pace.

Acquisition

Over time, Bhatti felt the need for additional help to manage the rapidly growing community. It required
countless hours every day to manage the website which started to affect his personal life. Both Bhatti and
Pahuja wanted PakWheels to grow but they were at the end of their tether as far as resources and time
consumed by the website operations were required. Fortunately for them, around the same time, two
young entrepreneurs in Lahore were looking for new ventures to invest in—both were LUMS? alumni
and were running their own successful businesses.

Muhammad Raza Saeed, a technology entrepreneur, and his friend Suneel Sarfaraz Munj, a car enthu-
siast and a businessman, were discussing the Internet economy and its future in Pakistan. They discussed
examples from the USA and Europe where businesses had made big transitions from paid classifieds in
newspapers to paid vertical classifieds* on the Internet, for example, job sites, and free horizontal classi-
fied’ sites, such as Craigslist,® eBay,’etc. Although Pakistan did show a lot of potential opportunity, the
Craigslists and eBays of the world were not interested in making a move locally at that time. At that
moment, Munj mentioned a small local website called PakWheels.com which was built on the same
model but was in a very crude form and he had used it multiple times to sell and buy cars for himself.
Saeed had been on the lookout for a venture to invest in, and this seemed to be a perfect fit given their
relevant backgrounds in cars and software development. That was a defining moment for both friends
and without wasting any time they contacted the people behind PakWheels through the ‘Contact Us’
section of the website. A dozen emails and meetings later, the duo took control of PakWheels.com from
Bhatti, and the transaction went through in December 2008. The offices shifted from Karachi to Lahore,
young entrepreneurs took the lead, and in the following years, PakWheels became the biggest indepen-
dently curated community on the Internet in Pakistan.

By January 2015, the two-person community based website had become a company with 250
employees. PakWheels was the largest community based automobile portal in Pakistan with over
350,000 registered members, with a staggering 20 million hits® and, 2 million visitors® every month. The
website received about 45,000 automobile listings a month. PakWheels had become the most credible
automobile website not only for buying and selling of vehicles but for vehicle-related news as well.
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Industry Snapshot

Historically, the growth of automobile portals depended on the progress of the automotive industry of
the country where they operated. In 2015, there were approximately 3 million cars in Pakistan with
170,000 new cars added each year in addition to imported cars.!® The number of imported used cars was
even bigger. Out of these cars, more than 600,000 cars changed hands in a year and about 20 per cent
of those were traded online. This left a huge margin to grow for car portals in Pakistan. According to
some local analysts, the used car trade was expected to shift significantly online in the next 10 years.
For PakWheels, almost 75 per cent of its listings came from three major cities: Karachi, Lahore and
Islamabad. The remaining 25 per cent listings come from other parts of Pakistan. With the advent of
3G/4G services, the Internet population of Pakistan was expected to grow from its current 30 million
users to 100 million active users by 2020."

The exponential growth of the Internet population provided a great opportunity to online services, such
as PakWheels.com, to grow its existing user base geographically. The current economic situation of the
country was also getting better and the per capita car ownership was expected to grow from its current
thirteen cars per 1,000 people to sixteen or seventeen cars per 1,000 people by 2020, according to the World
Bank analysts. Overall, the current trend was upwards in the auto industry and this, coupled with the
growth in Internet population, provided excellent growth opportunities for automotive portals in Pakistan.

Conventional ‘Used’ Car Trade

Before online car portals were operational in Pakistan, buyers and sellers used to rely on used car
dealers, classified ads in local newspapers and weekly used car markets to trade their cars. According to
the All Pakistan Motor Dealers Association (APMDA), in January 2015, there were 4,000 car dealers
in Pakistan who dealt in both new and used cars. These car dealers mostly worked on three different
business models:

1. Broker Model: The seller contacted one of the car dealers and got his/her car listed at the
dealer’s showroom. The dealer then tried to find a buyer for the seller’s car and connected both
the buyer and the seller and charged a commission on that sale.

2. Investor Model: The dealer bought a car from a seller at a lower price than the market, and tried
to sell it at a profit to a buyer and made money on the transaction.

3. Importer Model: The dealer imported used cars from different countries and sold these cars at a
profit to buyers and made money through the transaction. This model was quite similar to the
investor model. The only difference was that the dealer imported the car instead of buying it locally.

Conventional car trade options came with its own set of problems. Purchasing a car through the dealer
meant visiting numerous showrooms to find the desired car and upon finding the right car, paying a
higher price than the actual market value because of the dealer’s share. Similarly, selling a car through
the dealer translated in either leaving the car at the dealer’s showroom for extended periods of time or
selling the car to the dealer at a lower price than the actual market value.

For buyers, newspaper classified advertisements meant sifting through thousands of listings with no
proper categorization, which resulted in buyers going through each listing to find their desired vehicle.
Also, since there was no option for detailed pictures, often buyers faced disappointment after inspecting
the car personally as it did not meet their standards. For sellers, often the price paid for newspaper adver-
tisements did not provide the value sought. The advertisements sometimes went unnoticed due to clutter.
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At other times, many unwanted calls were received to get the same details repeatedly as there was only
so much one could put in the newspaper listings due to its per-word price mechanism. Newspaper clas-
sified advertisements cost an average of Rs 500 per twenty words and Rs 25 per subsequent word and
their life was only one day. A typical newspaper car classified section is shown in Exhibit 1a.

Visiting weekly car markets had its drawbacks. These markets were arranged on Sundays only, which
meant that both the buyers and sellers had to sacrifice a complete day in search of a good deal with no
guarantee whether or not the time spent in the market would prove to be fruitful. Also, these markets
attracted more than 1,000 cars in a single day with no categorization with regard to car related informa-
tion, such as make and model. If one type of car was parked at one end of the market, chances were that
the same type of car available in a better condition and at a lesser price was parked at the other end of the
market, making it likely for buyers to miss out on a good bargain.

These issues were compounded by the lack of transparency and reliability as no rating or review
system existed for dealers or individual sellers. Some of the dealers would engage in illegal and unethical
behaviours of reversing the car odometer reading to fetch a better price for their cars. Buyers had to rely
on their judgement to evaluate the quality of the car before buying.

Product Development

PakWheels.com was designed and developed by Pahuja in 2003. Since then, a few changes and features
were added to its website until 2008 (Exhibit 1b), but nothing was done to upgrade the basic technology.
The website was running on an obsolete ASP/Windows-based technology which was time-consuming
and inflexible to new changes. Saeed was already running a software services company, Confiz Limited,
which became the parent company of PakWheels, so finding developers and talent to upgrade the website
was a simple task for him. Soon after the acquisition, the technology of the website was upgraded to
modern web development and the discussion threads were migrated to vBulletin—industry’s leading
community management software that led to the creation of community forums. Although core features,
such as the ability to list and search for vehicles and discussion threads remained unchanged, the
technology and appearance of PakWheels changed drastically. PakWheels became more user-friendly
and modern after the acquisition (Exhibit 2).

At PakWheels, user experience was considered critical. Over the past few years, PakWheels had
completely redesigned the platform. Some noticeable changes were as follows:

1. Launched mobile applications for all major platforms including iPhone, Android, and Windows.

Enabled the website for smartphone browsers to cater to the growing number of users accessing

PakWheels from their smartphones.

Simplified the advertisement posting process to increase user conversion.

4. Improved the advertisement verification process through automated tools to ensure the highest
quality listings only.

W

Furthermore, multiple functionalities were added to enhance the user experience of customers search-
ing for cars, such as an on-road price tool that provided a total cost of ownership including taxes and
registration charges, car comparisons, expert reviews, car specs, prices, etc.

Currently, PakWheels had the most comprehensive automotive content available on the Internet in
Pakistan. The content ranged from user-created content on the discussion forums as well as content
created by the PakWheels’ editorial team. The content included guides, tips, troubleshoots, FAQs,
reviews, product videos, etc. As a result of these strong product features and continuous technology
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upgrades, PakWheels.com won many prestigious awards including the Local Brand of the Year Award
2013, the highest IT National Excellence Award Teradata 2013 and Teradata 2014, and the International
Arabia 500 Fast Growth.

Value Creation through Customer Engagement

When we bought the website, people discouraged us because trading online, especially of such a high involve-
ment product like cars and bikes was unheard of locally. However, we believed that this problem could be over-
come by social interaction. In Pakistan, especially, it is crucial to have trust in the people you are interacting with.

- Saeed

Social interaction through Facebook and Twitter and the ability to see pictures and videos became an
important consumer engagement tool for PakWheels. Over the passage of time, smart mobile penetration
increased in Pakistan. Naturally, the mobile phone became a much bigger component of PakWheels
customer engagement strategy. Its team created apps which allowed customers to access PakWheels
from any Windows, iOS or Android device. Mobile apps were bringing in a large component of the
website traffic.

The PakWheels team also stressed how important it was to focus on content quality. At the time of the
acquisition, advertisements were not reviewed before they went live. Some individuals were uploading
inaccurate information and misleading pictures of the vehicles for sale. To safeguard the website content
quality, PakWheels dedicated a six-person team to review and approve every single advertisement and
picture before they went live. Every live listing was verified by SMS, which meant that when someone
posted a listing, he received an SMS code that he was required to enter on the site to activate the listing.
If he did not respond, the department would call and verify his details and then list the car. The website
also had a report abuses section. Digital abuse (e.g., indecent comments, wrong information, etc.) was a
huge problem in businesses relying on classified listings. PakWheels’ customer support goal was to
make sure that the data were clean and fresh and the listings were of high quality. Compared to some
other local horizontal classifieds (such as OLX, Dekho, Asani, etc.) where anyone could post anything
and people could use a fake phone number, this was not possible on PakWheels. Also, using Facebook
Connect, the system would tell the buyer and the seller if they had any common friends. This had proved
to be a good measure of trust in the past. With regard to dealerships, they had introduced a review and
rating system, so that the customer could see a dealer’s rating before buying from him, adding to the
trust-based measures in the market. However, Saeced and Munj knew that this was just a start and that
PakWheels needed to continue to evolve.

The majority of PakWheels.com users came for the classifieds. However, the forums remained a
differentiating factor and became one of the major reasons for PakWheels, popularity. These user forums
played a pivotal role in the website’s growth as they provided a central place to automobile enthusiasts
to connect with each other and share their passion. It also helped to engage individuals who were not
buying and selling but wanted to know more about their cars or just asked for help with regard to a
certain problem they were facing with their cars. People also made many trips to remote areas and shared
their experiences and pictures—it was a popular topic on the forums.

PakWheels launched an auto blog and hired professional auto journalists and content editors. Care
reviews, news, opinions and other information started to be shared through the blog and social media
which resulted in significant awareness about the brand. The PakWheels team also interacted with their
visitors by merging their online and offline presence by holding multiple large-scale auto shows annually,
and fortnightly small meets in different cities so that the users could know each other personally. In those
meet-ups, users interacted and discussed the modifications done on each other’s vehicles, took pictures
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and uploaded data on the forums. In addition to these auto shows and meet-ups, PakWheels started organiz-
ing and partnering with other auto-related events and personalities. Such events usually had an enormous
turnout of 30,000 to 40,000 people. Such activities reinforced PakWheels” community development.

With the objective to increase listings on the platform, PakWheels launched a field team to focus
especially on engaging car dealers. Most of the dealer population in Pakistan had dismally low Internet
and technology awareness and controlled the largest inventory of used cars. This dedicated field team
focused on educating dealers about the services and also started posting their used car inventory which
helped not only the dealers get more customers but also the buyers as they had a large choice pool of cars
available to them.

‘As an individual you do not buy a car every day, you buy one, and then you come back after three
years. So how do we retain you?’” Munj stated, and reflecting on their engagement strategy, the website
offered an area for maintenance history which reminded consumers about oil changes, etc. This feature
was also built into their mobile apps—they had two Android apps, one for their ‘marketplace’ and the
other for ‘forums and blog’; the same went for i0S (Exhibit 3). Additionally, PakWheels had blogs and
plenty of content in their new car section to help people with buying decisions. The PakWheels team
believed that the more choices the customers had, the more it became necessary to research, and
PakWheels was trying to cater to this at every phase—research, transaction, maintenance and sales. In
maintenance, it had launched a new trial feature where customers had a road runner service. PakWheels
representatives picked up the road tax documents and did the filing upon charging a nominal fee. The
idea was that anyone who owned or planned to own a vehicle should have a reason to come to PakWheels.

Despite launching all these services to deliver value and engage users, key hurdles in car buying and
selling remained in the market which included the ability to find out the optimal price for a used car and
its quality. To deliver these crucial services, PakWheels started working on their next big project called
the ‘CarSure’ (certification) in February 2015 to provide users with comprehensive car inspection reports
and to simplify the car buying process. This programme had already been launched in three major cities
and was bringing in good results.

‘What matters the most in our business is that you have a critical mass of buyers and sellers. We are not quite there
yet in Pakistan, but we’re definitely on our way, and these loyal followers are our biggest assets, and we would
do everything to keep them around.

- Munj

Business Model of PakWheels

With the rise of mobile and connected technology, new business models were quickly displacing the
conventional models. These new models were free, efficient and easy to use from the consumer’s
perspective. They were called portals. Although PakWheels started off as a standalone website, soon
after the acquisition it was upgraded to a comprehensive vertical automotive portal with a primary focus
on used car classifieds and community forums.

PakWheels’ business model created value by facilitating interactions between vehicle buyers and
sellers, primarily by reducing search and transaction costs. By virtue of being a portal, both sellers and
buyers were customers of PakWheels in a meaningful way. PakWheels facilitated direct interaction
between both sides. As a by-product of being a portal, PakWheels created an ecosystem with strong
network effects. With the advent of connected technology (e.g., smartphones, 3G services, etc.), these
networked ecosystems enabled PakWheels to scale in ways that a traditional used car dealer model could
not even dream of. The company’s ultimate goal was to build an ecosystem for auto services. The aim
was that whether it was buying, selling, researching cars and auxiliary services, such as maintenance,
insurance or financing, customers should be able to find it at PakWheels.com.
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Revenues to support the company were mostly derived through subsidiary channels while maintain-
ing the free business model and user convenience of the site. In fact, PakWheels made almost no money
through customer to customer (C2C) interactions that occurred on the classifieds on the website. The
majority of the revenue was derived from a portion of the website targeted at related businesses, such as
the local car dealerships, and corporate advertising from clients, such as Shell, Zic, and General Tyres,
etc. So essentially, PakWheels never focused on profits but rather on value-creation through the delivery
of services and products. The C2C interaction was facilitated in such a way that customers kept coming
back for more value.

For businesses related to automobiles, PakWheels’ traffic was a gold mine. The traffic was the direct
target segment for these businesses’ messages and products. Mostly, the PakWheels team did not even
have to go out in search of sponsors; the sponsors came to PakWheels themselves. PakWheels was
essentially in the lead generation business with their stakeholders, namely, individual customers, used
car dealers, new car manufacturers, banks, insurance companies, workshops, dealers and any business
connected to the auto industry. To attract traffic, PakWheels focused primarily on listings, online blogs,
content formation, tools for comparison, and price reviews etc. PakWheels attracted the desired traffic
and then generated multiple streams of revenue, such as on-site advertising, lead generation, featured
advertisements, dealership packages, content marketing through the blog and offline advertising through
auto shows.

1. On-Site Advertising: Most websites, such as PakWheels.com, were using on-site advertising
which allowed them to generate a steady stream of revenue. On-site advertising was further
divided into two broad categories:

e Google Advertisements: PakWheels used Google AdSense'? and let Google display adver-
tisements from its partners. PakWheels offered the banner space, and Google decided on the
type of advertisement content that it would display to each user—based on that user’s profile
browsing history. For example, if a user went to a new site, he would be shown banner adver-
tisements of all the brands that are interested in those particular users either because of their
profile or their browsing history.

e PakWheels-Managed Advertisements: Apart from Google AdSense, PakWheels had its
sales force to sell banner space directly to its partners and sponsors. PakWheels exercised full
control over these advertisements and they were not dependent on the user’s browsing history
but on PakWheels’ discretion—what they wanted to show.

2. Lead Generation: PakWheels offered various options for lead generation to different institu-
tions and corporations, such as banks, oil marketing companies, insurance companies, and
vendors. Institutions had their call to actions (CTA) strategically placed on various sections of
PakWheels (Exhibit 4). For example, there was a ‘book a test drive’ tab on the Honda Pakistan’s
website linked to a form for the potential buyer to fill out, so that he could book a test drive. Also,
the process could be simplified, and PakWheels could have a form of its own through which its
traffic could directly contact the dealership to book a test drive. The strategic placement of CTAs
helped these institutions generate leads for their businesses.

3. Featured Advertisements: When a buyer started searching for a car, he was shown hundreds of
cars according to the selected filters and criteria but for the seller, too many cars appeared on the
search listing, and his (the seller’s) car sometimes went unnoticed by a buyer in haste. To resolve
that, PakWheels offered Featured Advertisements to sellers where they could have their car
advertisement highlighted for a week by paying a small fee (e.g., Rs 1,000). The Featured
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Advertisement remained on the website’s main page for a week in addition to being displayed in
the top search results to make sure that they got maximum attention from potential buyers.
Dealership Packages: ‘Car dealers had very different needs than normal users when it came to
selling their cars’ deliberated Munj. Being a seasoned businessman, he knew the importance of
keeping the dealers on board. From the time of acquisition, he stressed the point that PakWheels
was built to eliminate the hassle of buying and selling the vehicle but not to eliminate the car
dealer. So to cater to their needs, PakWheels offered car dealers tailored packages for a certain
fee that helped car dealers grow their businesses as partners with PakWheels. The package also
included making websites for the dealers with their desired domain name which linked directly
to the back end of the PakWheels website. So when dealers updated their inventory on the web-
site, it was automatically updated on PakWheels as well. PakWheels also offered to set up vari-
ous social media accounts for those dealers in order to help them grow their businesses. For
example, the PakWheels sales team would setup a Facebook page for a dealer and link that
Facebook page with the dealership account on the website. As soon as the dealer updated his
inventory of the new car for sale, the automatic Facebook integration would post the updated
information and broadcast it as a story in its newsfeed.

Content Marketing through PakWheels Blog: PakWheels partnered with international and
local automakers and auto-parts-related complementary manufacturers to provide them the
opportunity to connect with thousands of customers through PakWheels. The PakWheels’ edito-
rial team pushed sponsored and branded content to educate blog readers about many aspects of
automobiles. For example, PakWheels had a dedicated tyre guide section sponsored by General
Tyre Limited through which the PakWheels team educated and updated their users about tyre
safety. Similarly, PakWheels had partnered with Shell Pakistan for a dedicated oil guide section
on the PakWheels Blog.

Offline Advertisement through Auto Shows: PakWheels arranged large-scale auto shows in
six cities across Pakistan annually. Each auto show attracted hundreds of vehicles and thousands
of visitors. These auto shows provided excellent branding opportunities to various brands, and
thus brought in sponsorships. Some of their major sponsors in the past included Telenor, Warid,
Shell, Mobilink, Pepsi, and the Punjab Government,'* among others.

Key Metrics for Evaluation

Since the PakWheels team had decided to keep the website transactions free of cost, they did not evaluate
performance based on profits and revenue generation. To Suneel and Munj, these performance indicators
were of secondary importance. Instead, they focused on traffic generation and customer engagement,
which they thought eventually would translate into higher growth and profits. They defined the following
indicators as key performance indicators (KPIs) for their internal evaluation:

1.

Sessions: The session number was the number of people using the website in a given time frame,
such as an hour, day, week and month. So a higher session number meant that more people were
using PakWheels in a given period. A higher number also signified good performance of the
website. The number of sessions differed from the unique user number. A single user could create
multiple sessions if he wanted to. At the time of acquisition in 2008, the number of sessions per
month was close to 0.2 million which had increased to over 2.8 million sessions per month by
January 2015.
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2. Page Views: Page views meant the number of times a certain page was viewed. The more times
a page was viewed, the better it was for a website and its advertising partners as it gave them
more exposure. PakWheels received more than 20 million page views on average in a given
month. The number of page views differed from sessions because in one session a user could see
multiple pages. The average pages per session for PakWheels were between seven and eight
pages per session.

3. Listings: Listings were the number of used cars uploaded on PakWheels by its users for selling.
The higher the number of listings, the more options were available to buyers. Consequently, they
would spend more time on the website and browse a larger number of pages to find the suitable
car. Presently, there were more than 150,000 cars listed on PakWheels.com with a turnover of
50,000 cars per month on average. Whereas in 2004, after a full year of operations, PakWheels
only had 1,300 cars listed with a turnover of only a few hundred cars per month. The number
increased to 1,800 cars until the acquisition in 2008.

Promotional Activities

The PakWheels team believed that digital marketing was not mainly about technology; it was about
creating value in the form of innovative ideas to create engaging experiences for visitors. Also, it was
about making them want to talk, providing real entertainment value and providing useful services and
products to consumers instead of just creating a marketing slogan, dance or jingle. PakWheels promotion
budget had been limited so far, but the ideas and experiences were always planned with the end customer
in mind so that promotional activities and the delivery of services became virtually inseparable.

In an attempt to understand its end customer better, in 2013, PakWheels conducted a consumer
behaviour survey for the used car market and local industry buyers. This survey was based on 6,000
respondents. The 2014 edition of the survey was a big leap from the previous one, with almost a double
pool of respondents. This was the second time PakWheels had done this survey and over 10,000 people
completed it. The objective was to figure out the trends in the market: What did people consider while
buying cars? What choices did they make? What were the most popular lubricants, insurance, car tracker
services, etc.? (Exhibit 5). For example, the PakWheels team discovered that 76 per cent of the cars in
Pakistan were not insured, and very few cars had a tracker system. All these trends were business oppor-
tunities for PakWheels’ partners. The survey covered all aspects of the industry, mainstream and other-
wise. The data that were gathered included individual spending habits, driving habits, expectations,
requirements and routine practices in terms of the automobile sector in Pakistan. Products associated
with the automobile sector were also included in the survey, including motor oils, insurance companies,
tracking companies and radio channels.

The first part of the survey asked users to rate the cars that they owned or used the most. These ratings
were purely based on these users’ personal experiences. The second part of the survey included users’
perceptions, regardless of what brands they used or owned. This gave insights into how people perceived
different brands available in Pakistan and what they thought of those brands. The data were analysed and
useful information was extracted regarding the consumers and the automobile industry in Pakistan,
which was helpful for the PakWheels team to formulate customer-driven marketing strategies and
communication (Exhibit 5).

Till date, the most of PakWheels, marketing campaigns were either below the line (BTL, e.g., spon-
sorships, events, public relations) or digital (Exhibit 6 for web-based activities). For PakWheels, online
marketing provided a direct cause and effect relationship between dollars spent on digital marketing and
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traffic or conversations generated on their website. The digital campaigns were optimized by PakWheels’
in-house experts using proven techniques including SEO,'* paid search marketing,' and remarketing'® to
maximize the website’s visibility to its target audience through multiple available online channels. The
meaningful content was created by its creative teams to engage audiences relevant to the PakWheels
brand, for example, reviews, articles, videos, etc. The PakWheels team also advertised the website
through social media and digital PR building which eventually resulted in impactful conversions, which
meant more traffic for the website. To date, the business did not feel the need to use above the line (ATL)
promotion (e.g., TVCs, Ads in newspapers and magazines, etc.) because of minimum competition in the
industry. PakWheels online marketing budget for the year 2014 was about US$0.3 million.

In 2014, PakWheels, dedicated a budget of US$0.4 million towards below the line (BTL) activities
and branding car dealers’ showrooms in the three main cities, that is, Lahore, Karachi and Islamabad/
Rawalpindi. A major focus was on visibility and top of mind (TOM). Every showroom that partnered
with the website was provided with a co-branded shop sign with PakWheels corporate colours and logo.
Almost 3,800 dealer showrooms all across Pakistan were branded by December 2014 and the same
process was replicated for auto workshops, spare part dealers and parking plazas. Every car sold by a
partner dealer got a prominent PakWheels sticker before going home with its owner. According to the
team, Tt was reassuring to observe that every third car or bike in Lahore on average had a PakWheels
bumper sticker’. PakWheels was certainly gaining visibility in major cities because of its successful
BTL campaigns.

To support online sales, a classified magazine was also launched in 2012. It was available free of
cost in all popular cafes, petrol stations, metro outlets, etc. Other BTL initiatives, such as taxi branding,
rickshaw branding, and marketing collateral deals with institutes and agencies contributed to building
visibility and improved perception in the eyes of the consumer. External agencies were hired for evaluat-
ing online campaigns. It was to ensure accountability, relevance and interactivity so that online opportu-
nity could be fully capitalized. Approximately, PakWheels’ annual marketing budget cost was around
US$0.7 million, including the car shows and road trips.

In the wake of recent competition, the PakWheels team was contemplating the need to combine ATL
advertising and BTL promotion, and to explore more than one medium of marketing, but the cost of
doing so had been prohibitively high in the past. Now, with foreign investment in the bag, the scenario
could change drastically.

Competitive Landscape

Globally a US$100 billion business, classified sites were fast becoming the new form of how consumers
and businesses—or more appropriately, sellers and buyers—found each other internationally. Even in
Pakistan, whether individuals or businesses were looking for a used car (PakWheels.com), or a new
employee (rozee.pk), or a place to sell their mobile phones (hafeezcenter.pk), or a plot for investment
or their new home (zameen.com), or even a life partner (shaadi.com), the first stop was increasingly
becoming the internet. The value was the convenience, ease-of-use and other facilities, such as powerful
search capabilities, more customized ‘push’ services, such as automatic advertisement alerts, and timely
and up-to-date listings and features, such as photos, videos and sound clips in online advertisements. The
best perk of all was that they were all free of cost. So industry analysts were foreseeing stiff competition
and an explosive growth of online businesses in the following years in Pakistan.

In 2009, OLX, a deep-pocketed general classified website funded by the South African mega media
group Nasper entered the local market. As a horizontal platform, it had a very generic model of sellers
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advertising to buyers, popularized by newspapers and classifieds. The technology products they created
helped a buyer find the right advertisements. It had more to do with search and advertising methods only.
As a business model, OLX prioritized user traffic over revenue generation. They generated revenue
mainly through advertising or through premium listings. Soon after, Asani, a Schibsted-funded company
from Norway, was launched as a direct competitor to OLX. A few months later, Rocket Internet,
with eight different classified websites, such as Daraz.com, Keymu, foodpanda.com and Carmudi, etc.
followed suit (Exhibits 7a and 7b).

Although PakWheels was categorized as a vertical classified portal (a specialized portal in automo-
biles) since its inception, it had no direct or indirect competition until a few years ago. In order to
differentiate from horizontal classifieds, vertical players, such as PakWheels, needed to give consumers
a more first-hand, exhaustive experience. In order to truly differentiate from horizontal classifieds, verti-
cal portals needed to be a lot more innovative with search technology, product innovation and a constant
stream of updated high quality content. Technology products that PakWheels developed, first helped
consumers make decisions and then connected them to the right advertisements. The revenue model was
not too different from horizontal classifieds. PakWheels generated revenue mainly through advertising
as well as lead generation.

The PakWheels team believed that there were loads of new websites, but the challenge was not setting
up a website or a marketplace, rather it was to reach a critical mass of buyers and sellers. Some of these
sites were just going to the power sellers (the dealerships) to accumulate listings, but that did not help.
The portal could not have sellers without buyers because eventually the sellers would stop coming to the
site. There was ApniGari, Carmudi, Autotrader, etc., but PakWheels was light years ahead of them.

According to a tool called Similarweb.com,!” PakWheels was the largest indigenous Pakistani
website after the newspaper sites. PakWheels was larger than all the other verticals, including Rozee'®
and Zameen." The only site that was neither a news nor a media site and that was larger than PakWheels
was OLX (Exhibit 8).

Leading the traffic race, OLX had 5.2% million unique users every month in Pakistan, followed by
PakWheels.com at 2 million visitors. OLX being a horizontal portal was not a direct threat to PakWheels
business, but it did offer a used car section that was gaining popularity very quickly. The OLX was a
global classified portal with an impressive footprint in about 100 countries, each with their specific
domain. For example, for India it used olx.com.in and for Pakistan the domain was olx.com.pk. The used
car section was the third largest section of the website (15,784 listings); number one was mobiles and
tablets (34,562 listings) and number two was electronics and computers (22,688 listings).

For the first time in Pakistan’s e-commerce history, OLX deployed significant marketing and adver-
tising budgets for their mainstream media advertising. They had planned to target the non-internet users
through the TV and, as a result, everyone knew about OLX, even if they were not using the website.
OLX’s witty and fun to watch advertisement campaigns had left a strong mark on the minds of Pakistani
buyers and sellers; Bech Dey (sell it) had become a catchphrase. The cost of their single media campaign
was about twice the amount of PakWheels’ entire annual promotion budget.

The grapevine had it that OLX was now going to launch its used car section with a 3-week campaign
targeted for selling used cars online only. The campaign would mostly focus on TV channels, radio and
outdoor branding. In other Asian markets, OLX usually did two mega campaigns per year for its high
selling product categories. The OLX as a policy did not spend much on its services or building content;
it spent heavily on TVC creation and other mainstream media. PakWheels had a strong differentiation
point versus OLX or any other car classified portal because of its strong community and user generated
comprehensive content.

In previous years, the goal of all new online portals was gaining critical mass to generate network
effects. If they had enough buyers and sellers, it would create a very defensible business model. And if
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it could do this quickly, then the market would start to roll out because it would become very difficult for
other portals to replicate the model easily. So after decent traffic, the portal would have the snowball
effect, that is, the more buyers you get, the more sellers you would attract, and vice versa.

Although we feel we have reached that stage, the majority of internet users will come in the years ahead—about
three-fourths of internet users are not online yet (based on previous figures). We need to ensure that while we
are a leader in the current situation, we also continue to dominate the space in the next few years, which will be
a super explosive time for the internet.

—Munj

Going Forward

As Saeed and Munj entered the last week of July 2015, the fundamental question of how to position their
company for future growth, given the industry challenges, became ever important. For their next year, the
investor sought ambitious growth targets, such as a 25 per cent revenue jump, 30 per cent traffic increase
to the website and 40 per cent increase in listings if they wanted to retain a uniform stream of investment
in the future. What strategy should PakWheels implement in order to deliver these tough targets? Will
its current pricing strategy increase their profitability in the future or was a change required? Given the
intense competition in Pakistan’s used car market, was there potential for one dominant player? And
since they shared an overlapping functionality and user base with OLX, how big a threat would this be
to PakWheels’ future plans?

It was 9:00 p.m. and the dynamic duo were still in office contemplating their options for moving
forward. Although a lot of uncertainty and risk were associated with these decisions, one thing was
obvious that whatever path they would choose right now, the future of PakWheels heavily depended
upon that. According to Suneel Munj, “Let’s build a sound business strategy and deliver on our
commitments.”

Pakistan’s internet user base is expected to grow to 100 million users by 2020, and we want to be the go-to place
for anything and everything to do with wheels for this growing online population. This round of funding will help
us strengthen our leadership position, improve existing services, and build new offerings so the only direction
going forward should be to achieve our motto of ‘Think Wheels, Think PakWheels.’

—Raza Saeed
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Exhibit la. Newspaper Vehicle Classified in 2008
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Source: Online DAWN news classifieds from Archives.

Exhibit Ib. PakWheels.com Screenshot from 2008

1 CARS FOR SALE
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Source: Company Data.
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Exhibit 2. PakWheels.com Screenshot from 2015
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Exhibit 3. Separate Logos for PakWheels Marketplace and Community Forums

PakWheels: Buy and Sell Cars PakWheels Forums

Source: Company Data.

Exhibit 4. CTA Sample Position on PakWeels.com

Source: Company Data.
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Exhibit 5. Automobile Industry Survey Results 2014 (page | of 3)
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Exhibit 5. Automobile Industry Survey Results 2014 (page 2 of 3)

IMPORTANT ASPECTS WHEN CHOOSING A CAR

Participants were asked to rate the importance of the following 11 aspects when buying a car. Contrary to popular belief, resale scored
less than safety and fuel efficiency.
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Exhibit 5. Automobile Industry Survey Results 2014 (page 3 of 3)
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Source: http://www.pakwheels.com/awards/2014/survey

Exhibit 6. Digital Marketing Model for PakVWheels
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Exhibit 7a. Competitive Landscape Snapshot—International Investment Groups and Their Brands
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Exhibit 7b. Selected Local Start-ups

Recent Successes
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Source: Excerpts taken from ‘The Digital Start Up Report, Pakistan 2014’ http://www.slideshare.net/fullscreen/WorldStartup
Report/pakistan-startup-report/ 1 7
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Exhibit 8. SimilarWeb Comparison between OLX and PakWheels (Page | of 2)

Traffic Overview (Estimated Visits in Past 6 months)

7.5M
5M )
2.5M E— - -
° °
°
0 T T T T T T
Feb'l5 Mar 'I5 Apr'I5 May 'I5 Jun'I5 Jul'15
OLX PakWheels
Engagement
PakWheels OLX
Visits I.5M 5.2M
Time 00:09:06 00:11:42
Spent on-site
Page views 6.14 9.61
Bounce rate* 38% 19.2%

Note: *Bounce rate: the percentage of visitors to a particular website who navigate away from the site after viewing only one
page.
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Exhibit 8. SimilarWeb Comparison between OLX and PakWheels (page 2 of 2)
Traffic Sources based in May-July 2015

1HOLX ® Pakwheels

14%
V7 10% 7%
3%

Direct Referrals Search Social

Source: Author’s data using the www.SimilarWeb.com tools available online.

Notes

1. The second largest urban centre of Pakistan.

2. A horizontal online classifieds marketplace for used goods, such as furniture, musical instruments, sporting
goods, cars, youngster and baby items, motorcycles, cameras, mobile phones, property, etc.

3. Lahore University of Management Sciences (LUMS) is a privately owned institute based in Lahore, Pakistan.
It is one of the top-ranked universities in Pakistan.

4. An online vertical classified is a market in which vendors offer goods and services specific to an industry, trade,
profession or other group of customers with specialised needs.

5. Ahorizontal classified market is one in which vendors offer a broad range of goods and services to a large group
of customers with a wide range of needs, such as businesses as a whole, men, women, households, or, in the
broadest horizontal market, everyone.

6. Craigslist is a horizontal classified advertisements website with sections devoted to jobs, housing, personals, for
sale, items wanted, services, community, gigs, resumes and discussion forums. It initialized from San Francisco
and then expanded to other US cities in 2000, and now covers seventy countries.

7. eBay Inc. is an American multinational corporation and horizontal ecommerce company, providing consumer to
consumer and business to consumer sales services via the internet. It is headquartered in San Jose, California.
It is a multi-billion dollar business with operations localized in over thirty countries.

8. Hits means when an individual lands on the website through online advertisement or any other online sources
and then leaves.

9. Visitors actually browse and spend time exploring or visiting various sections of the website.

10. http://www.pama.org.pk/statistical-information/historical-information/annual-sales-production/http://data.
worldbank.org/indicator

11. http://knoema.com/atlas/Pakistan/Internet-users-percent-of-population and http://knoema.com/atlas/Pakistan/
Internet-users-per-100-inhabitants
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12.

13.
14.

15.

17.

18.
19.
20.

AdSense (Google AdSense) is an advertising placement service by Google. The program is designed for website
publishers who want to display targeted text, video or image advertisements on website pages and earn money
when site visitors view or click the ads.

Punjab is, population-wise, the biggest province of Pakistan.

Search engine optimization (SEO) refers to the process of improving traffic to a given website by increasing
the site’s visibility in search engine results. Websites improve search engine optimization by improving content,
making sure that the pages are able to be indexed correctly and ensuring that the content is unique. (Source:
www.businessdictionary.com).

Paid search marketing means a company advertises within the sponsored listings of a search engine or a partner
site by paying either each time the company’s advertisement is clicked (pay-per-click—PPC) or less com-
monly, when the company advertisement is displayed (cost-per-impression—CPM). (Source: www.econsul-
tancy.com).

. Remarketing means to re-engage with site visitors based on their behaviour on prior visits. This is most

frequently managed using a banner advertisement on a third party site, for example, google.com. Remarketing
usually includes targeting or personalising a message based on the customer’s previous interest in certain prod-
ucts or services after interacting with them once. (Source: www.support.google.com).

SimilarWeb.com is an information technology company founded in March 2009. They provide services in web
analytics, data mining and business intelligence for international corporations. It uses big data technologies to
collect, measure and analyse, and provides user engagement statistics for websites and mobile apps.

A vertical job classified website.

A vertical real estate classified website.

5.2 million were the number of users of the entire horizontal portal, which included job classifieds, real-estate
classifieds, auto classifieds and others, such as electronics, households, etc.



