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In late 2014, Mike Massaro was passing through customs at Boston’s Logan International Airport.
He was returning from a business trip, having visited peerTransfer’s London and Valencia offices.
With the holiday season nearing, he was itching to be home again to see his family after several
weeks of traveling.

Since taking on the role of CEO of peerTransfer at the end of 2013, Massaro had been focused on
execution, trying to improve the product and customer integration of this international payments
platform.! The startup, which had been struggling before his appointment and had even
considered a sale, was finally back on track. Indeed, peerTransfer was expecting that by the end
2014, it would be profitable for the first time. Moreover, the company was growing rapidly. After
reaching S1 billion in processed payments since the company’s founding, peerTransfer was
expecting to reach that figure again during the 2014/2015 academic year alone.?

However, Massaro felt that.as the company grew and gained scale, he was being pulled in
multiple directions. Several key decisions loomed on the horizon, and he had to set his—and the
company’s—priorities correctly.

First, should he focus on trying to close a Series C funding round to accelerate growth? Second,
should the company prepare to move to another vertical outside of education, open other
international markets, or maybe both? Alternatively, peerTransfer could retain its focus on the
education market. After all, keeping the company focused on the product that had brought its
initial success and abstaining from side projects had helped turn the tide during the past year.

Moreover, managing the rapidly growing organization was also beginning to bring challenges.
Mike had the feeling that peerTransfer was becoming increasingly stressed due to its rapid
growth. How could he make sure that the organization remained aligned and effective?

This case was prepared by Professor Jeroen Neckebrouck and Isaac Sastre Boquet, case writer. April 2024.
IESE cases are designed to promote class discussion rather than to illustrate effective or ineffective management of a given
situation.

Copyright © 2024 IESE. To order copies contact IESE Publishing via www.iesepublishing.com. Alternatively, write to
publishing@iese.edu or call +34 932 536 558.

No part of this publication may be reproduced, stored in a retrieval system, made available on any LLM (i.e., ChatGPT), or
transmitted in any form or by any means - electronic, mechanical, photocopying, recording, or otherwise - without the
permission of IESE.

Last edited: 24/4/24



Abstract for promational use only. Full version available at www.iesepublishing.com

[][] 2]
§||ll E-248-E Flywire: Early challenges for a future unicorn (B)

In 2014, Mike Massaro had been announced publicly as peerTransfer’'s new CEO shortly after
finalizing its Series B-1 round.? Massaro admitted that his management style was focused on
execution. Thus, at the time, he decided to focus on one core product and one market (the
United States). When reflecting on the goals he set when taking over, Massaro commented:
“There were no other products, we were gonna live or die on this hill and be the best at this one
thing, [...] And then maybe at some point in the future, we would get a chance to bring other
products to market and go after other industries, geographies.”*

When the fall 2014 college enrollment period drew to a close, peerTransfer counted nearly
600 educational institutions as clients, with about 900,000 international students as potential
customers (see Exhibit B1, which shows the growth of peerTransfer’s client portfolio), and
processing payments originating from over 200 countries. In the United States, peerTransfer had
added many prestigious colleges, including the University of Chicago, UPenn, and Northwestern
University. The company had also expanded outside the US domestic market to include a small,
but growing, number of schools in the UK, Canada, and Australia®> and had expanded its
partnerships with financial service providers in the educational segment (such as Nelnet and
Sallie Mae) to facilitate integration into the existing payment infrastructure of schools and
universities. The company had also expanded the payment options available to students with
deals with credit card providers and payment platforms such as AliPay, improved the onboarding
flow for clients, and enhanced the payment network.’2

Overall, the company had doubled its year-on-year revenues and was expecting to double them
again in 2015 (see Exhibits B2 and B3 for an estimate of peerTransfer’s revenues and payments
processed).’ The company had 48 employees, 15 of whom were based in Boston. The workforce
was roughly split between sales (one-third), engineering/IT/product (one-third), and corporate
functions (one-third).1%1%12

New verticals, new markets?

With the company seemingly on a solid path after several difficult months, the board was already
inquiring about ways to further accelerate peerTransfer’s growth.'> Mike and the leadership
team had critical decisions to make about the pace at which they scaled and their strategy. They
could invest more slowly and achieve profitability more quickly. Alternatively, they could hire
aggressively, build out the technology platform, and pursue multiple market opportunities
simultaneously.

The company was debating moving into new verticals. One of the options on the table was
expanding into health care. Several of peerTransfer’s university clients also operated hospitals,
and Massaro remembered a conversation he had had while visiting one of them:

| was actually meeting with the CFO of one of our clients in the University of Miami in Florida.
They have a medical hospital, the CFO of the school walked me over and introduced me to
the hospital, and said that they have the same problem, they receive lots of inbound wire
payments that they can’t identify.*

It was estimated that between 600,000—800,000 people traveled to the United States in 2014
to undergo medical treatment.'® Later, when analyzing the healthcare opportunity, an analyst
from Bain Capital stated that it was “probably incrementally smaller than education” and that
recruiting businesses as clients was probably a larger opportunity.*®
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Indeed, peerTransfer had been approached by companies in other segments. In the end, any
organization that had to receive large cross-border payments would face similar challenges as
colleges and hospitals. This included segments such as travel and real estate. For instance, in
2014, foreigners spent $100 billion in real estate purchases in the United States.!’

There was another option. peerTransfer could develop more services for international students
who were already using peerTransfer’s platform, thus leveraging its existing customer base. For
example, students often needed help transferring money for their living expenses, and obtaining
credit in a foreign country was also very difficult. Thus, peerTransfer could try to keep helping
them make their lives easier.'8

Massaro also had to consider international expansion. The company had opened its first
international office (besides Valencia’s development site) in London and had signed up a few
universities in Europe, Canada, and Australia. Massaro wondered whether peerTransfer should
expand its overseas offices and, if so, which geographical areas should be prioritized. For
example, 52% of peerTransfer’s revenue came from China, India, and South Korea, while 63%
came from Southeast Asia as a whole. However, currently, peerTransfer did not have a dedicated
salesforce for this region.*

Finally, there was the matter of funding this growth (see Exhibit B3, peerTransfer’s funding
rounds). Should the company pursue a Series C funding round at this point? What funding
amount should it aim for? Should peerTransfer do a broad search—trying to find the best
valuation—or should it be more focused and try to find partners that could add value in other
areas, for example, industry knowledge, if they moved into another vertical. If the latter, what
would be the ideal investor profiles?

Organizational challenges

Running a very small, efficient team is one of the easiest things you can do.
The question is how you scale that up.2°

Those are the words of Jason Moens, peerTransfer’s VP of product. Moens was the company’s
second employee, having been there very nearly from the beginning. He reminded Massaro that
one of the challenges for peerTransfer was building an organization that could sustain the
company’s rapid growth.

The company was now adding 50 universities every three months, which required great effort
and coordination between the product, customer support, marketing, sales, data analytics, and
operations teams to deliver a seamless experience to all the stakeholders. peerTransfer’s
organization was flat, and the fact that the many engineers were located at the Valencia office,
while the business development, customer support, and sales functions were in Boston, was a
challenge that the company had to overcome.

Future growth would stress the organization. Many remembered, for example, how Netflix’s
DVD shipping system broke down several times throughout 2008, having grown to over 8 million
subscribers in just seven years of operations.?! Urs Holzle, Google’s VP of engineering, once put
it succinctly: “Everything breaks at scale.”??
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