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scale a business -

Mafengwo mini case study

SFLS200403 Mary Tang

Jul, 2019

In May 2019, Chinese travel
platform Mafengwo had raised a
US$250 million funding round led
by Tencent Holdings Ltd, and the
capital was planned to expand its
content offerings by building
a new Al-driven one-stop travel
service platform.

Initiated as an online
community that allowed travelers

to share travel experiences

and reviews in 2006, Mafengwo
started its companization in
2010. In 2011, Mafengwo received

A round funding of US$5 million
and interest-free loan of US$2
In Jun of 2012, Mafengwo

announced that their HI revenue

million.

was over 1 million and in Oct
of 2012,

users went over 4 million and

Mafengwo’ s registered

the company accumulated 60
million APP downloads.

Mafengwo materialize the scale-

How could

up from a new business in such a
short time period? In this mini
case, I would like to analyze
Mafengwo’ s business model to

see how it can commercialize the

12 [ Lohm e 4 A

JE TTHE

2004fE1 A, FTREWT EBIERRE,
BEMBEKRE. KENERFTIHHERTE,
HUEE PR LRI R E T XX TinmhR LR

traffic of its user—generated—
content (UGC) at the beginning
stage.

Customer Value proposition

With the growing Chinese
travel market, the trend of
leisure travel moved from
conventional package tour to
customized or self-designed
independent tour. Forerunner
customers need a platform to
record and share their travel
itinerary and experiences with
their fellows. And new customers
would like to find reference
and to learn from these travel
records to plan their own trips.
With this

Mafengwo successfully built a

customer insight,
community with UGC to satisfied
both needs.

China’ s travel market are very

But as we all know
competitive, what Mafengwo did
right to make itself scale up
faster than others? They have 2
main strategies:

-Differentiation positioning.
The whole

industry can be divided into 3

chain of travel



streams. The downstream includes
product provider such as hotels,
package tours agency, or charged
attractions. The midstream
includes intermediary service,
such as Ctrip, Fliggy, etc. Both
streams are already having mature
business model and occupied by
experienced players. The upper
stream is those who can drive and
stimulate travel demand, which
is critical to the business but
no clear profit model yet. With
strong UGC base, Mafengwo fit in
the upper stream naturally and
can avoid strong competitions
from other 2 streams.

Within the upper stream, Qyer
is Mafengwo’ s key competitor who
started earlier, had a bigger
community, and focused on outbound
travel market. Mafengwo smartly
chose to focus on domestic travel
market at the beginning stage
to: 1. avoid direct competition
with Qyer; 2. domestic travel
market had a much bigger customer
base so it was faster scale up

Mafengwo’ s community.

-Reliance on powerful
partners. As a UGC community,
there was no way for Mafengwo
to afford building up their own
travel products or forming a
platform that aggregate all travel
products in the markets. They had
to rely on powerful partners. At
very beginning, Mafengwo focused

on selling ads placement for

XIAO YOU FENG CAl I BEMN X

downstream or midstream partners.
This model was sustainable
but difficult to scale up as
advertisers were limited in this
market and the ads placements
were limited as well. In order to
scale up the business, creating
a commission—based business was
more reasonable. By working with
strong travel partners, such
as Ctrip, Mafengwo was granted
the access to almost all travel
products available online.
Mafengwo successfully led its
customers to purchase the travel
products from travel partners.
Thus, the travel partners would
love to pay commission to these
transactions. This is a win-win-
win situation: for customers,
the travel products satisfied
their demand triggered by UGC;
for partners, they could reach
their target customers more
efficiently; and for Mafengwo,
it satisfied the needs from both
customers and partners so it wins
its share on the revenue.

Go—to—-Market plan

For a start—-up, the Go—to—
Market plan will be more focus
on how to acquire customers,
while for Mafengwo, as it already
scaled up its community & UGC,
worked with strong partners to
have good—quality products, the
challenge was how to transform the
customer demands to transactions.

Mafengwo was clear that

its core competitive advantage

rotwt 4 A
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was the UGC and user community.
Endeavor efforts were spent
on encouraging more contents.
While,

the contents and had a demand to

for customers who read
purchase travel products, it was
difficult to trigger customer’

s action by only listing articles
or itineraries one after another.
Mafengwo re—organized its content

online by destination and then

by travel product category, such
as visas, flights, hotels, day
trips etc, with a user—friendly

interface for both its website
and APP. With this set up,

can easily find the travel tips

users

they need and have an overview of
Mafengwo offered
all details that help users to

decide what to purchase and there

each category.

was no doubt that the purchase
rate improved.

Tech & operation management

Mafengwo started with a
website community, formed a
company in 2010 and it launched
its first APP in 2011. Although
at the beginning the APP had very
limited function, the company
focused on APP development with
rounds and rounds of optimization
The APP had more

it was easy to

and updates.

functions and
search itineraries, travel tips
and purchase travel products.
Nowadays 80% of the active users

and transactions are happened on

14 I Lot & 2 A

APP platform. It was a smart move
to focus on APP, not only because
the overall China online business
moved from desktop to mobile but
also because the nature of travel
was that you will always carry
your phone but not necessarily
with your laptop when travelling.
This insight seems easy, but it
could not turn into a business
strategy naturally.

Conclusion

As we discussed above,
Mafengwo successfully enlarged
offered best-—

worked with powerful

its community,
class UGC,
partners, created easy to use APP
and turned customer demand into
purchasing behavior. Mafengwo
scaled up its business smartly
with a clear business model after
the A round funding. There is a
clear closed loop in Mafengwo’

s ecosystem that make its revenue
generation sustainable and
healthy. With

nature, Mafengwo is profitable.

its light asset
Currently, Mafengwo is already
the leading player in the upper
With

the booming of Chinese travel

stream of travel industry.

is promising that
the

market, it
Mafengwo will continue

growing model for a few years
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