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Simon Borrero and Sebastian Mejia Co-Founders of “Grability”’, were discussing in
the year 2015 with Felipe Villamarin, while they were walking through the hallway. “You
know what? you are right Simon, we need to create something new and fast, so we can
promise to deliver fast. Our experiment should be wiser, but I disagree with you, it would be
a mistake to start in Cali or in Bogota, we need to do it in Medellin”

Both were good friends since they founded “Grability” two years before as an online
grocery shop. Within those two years they have had learned a lot about online grocery
shopping, the market, and the customers, but they realized a big flaw with some products;
clients wanted the product delivered in minutes. Simon and Sebastian along with Felipe, a
new partner, were eager to create something new, something that would save people’s time
and revolutionize online shopping, called Rappi. They had already a good trajectory in the
entrepreneur world, Simon created at first /maginamos, where he met Felipe. Afterwards
Imaginamos ended up giving birth to Grocery glee and Grability, where Sebastian was a co-
Founder, and now they all were ready to embrace in a brand-new adventure called Rappi

Simon, the strict entrepreneur.

Simon was born in 1984 in the city of Cali, Colombia. He studied at Universidad De
Los Andes business management with a minor in economics. Los Andes has the most
recognized business school in Colombia. During his time at the university, Simon decided to
study alternatively programming, during the evenings. He started envisioning that
programming was a tool that would lead him to generate a positive impact locally in his
country.

The first grasp of Simon as an entrepreneur started when he began his studies in
management. He created an online agency for models using the social network, Hi5. At that
time Simon and some of his friends managed to accomplish the registration of 3.500 models
to his company, the problem was that the team was not able to provide any job for them, soon
the company went into bankruptcy.

After finishing business school, Simon started his road as an entrepreneur. His first
step was creating “Imaginamos”, in 2007. He started this company with some of the people
he met during his programming classes and studies. “Imaginamos” started as a software
studio that developed digital projects including Apps, CRMs, Websites and Software
services.

While the company was developing and growing, Simon had the chance to meet
Felipe, who worked in the business development area. Felipe will later become his associate,
and afterwards partner in other big projects.

Two years later, after developing digital projects for others, Simon decided it was
time to launch his first digital adventure as part of Imaginamos, “Elecciones.com.co”. An
internet platform that aimed to provide unbiased information and to connect political
candidates and voters. Later that year he Co-Founded “Ventrevista”, another online platform



for job interviews allowing companies to reduce cost and optimize time in the recruitment
process.

In fall 0£2009, he enrolled in an MBA in EADA Business School, in Barcelona where
he focused his studies on strategy. This MBA will aid him in the next projects he’d start later
on his career.

In 2013, Simon still was part of “Imaginamos” and “Ventrevista”, when he decided
it was time to move into a new type of entrepreneurship project. By having the backup and
knowledge of “Imaginamos” technology projects, he Co-Founded “Grability” with Sebastian
Mejia and Felipe Villamarin as an associate. The company started as an online grocery store,
that allowed clients to have the same shopping experience they did at a supermarket, but from
the comfort of their homes.

Two years had passed since Sebastian and Simon created “Grability”. They managed
to license the software and sell it to some well-recognized supermarkets. Although this was
a great accomplishment, Simon still felt the need for a different approach. He wanted
something that could serve customers in minutes, that could replicate somehow the trending
sharing economy platforms such as Uber and Airbnb. This platform needed to have the
potential and capacity to change the current inefficient shopping pattern.

Sebastian Mejia: The international visionary.

Sebastian, also born in Colombia, developed his educational career in Europe. He
started by studying in ESADE Business School in Barcelona in the year 2003, and then
moved to Universidad Autonoma de Madrid from the years 2005 to 2009 to study bachelor’s
in economics.

After graduation, Sebastian started immersing in the entrepreneurial world by
founding “Sebme LLC”, a company that focused on deals and business development using
technology, Media, Finance and Entertainment. Afterwards, he worked as an analyst and
consultant in a New York based private firm, in 2011. The company offered management
advisory and financial services. It wasn’t until 2014, when Sebastian and Simon, decided to
create “Grability”.

Felipe Villamarin: The last partner

Felipe was born in Bogota. His studies were at Universidad de Los Andes, were he
majored in Economics with emphasis in finance and new businesses development. After
graduating, he started working immediately at “Imaginamos” filling up the position of:
business developer. While at “Imaginamos” he worked for Simon, who discovered in him a
great entrepreneurial spirit and an exuberant ambition to impact society.

During the 2013 time spam, Simon decided to simultaneously recruit Felipe for
“Grability”” and offered him the position of partner and account manager. After two years in
“Grability”, Felipe was ready to undertake a new adventure, this time as a Co-Founder.
Simon a Sebastian had been talking to him about this new opportunity, which was referred
to as an experiment. It was very similar to what they were doing at Grability and Imaginamos,
but would involve applying skills such as, the acquired knowledge with previous clients in
both companies.



Imaginamos: The beginning of everything

“Imaginamos” was founded in 2007 by Simon Borrero with the monetary investment
of an approximated amount of 185€.! This amount was the equivalent to approximately a
minimum wage in Colombia. The company was created from an idea that Simon started
developing while he was going to programing school and attending to his management
classes. Simon started the company as soon as he finished his studies. At the beginning
“Imaginamos” was a company that developed software and web pages for clients, and for
their own, simultaneously.

In the year 2013 Felipe Villamarin arrived to “Imaginamos” as a business developer.
A year later Imaginamos had over 150 corporate clients, was introduced in over five countries
and was close to having 200 employees. Although the company was undergoing a positive
momentum, with good growth and a strong network of clients, Simon and Sebastian, decided
they had enough knowledge of technology and contacts to run a new business that would
take them and “Imaginamos” to the next level.

Grability: The Grocery Shopping experience

“Grability” was founded in 2013 by Simon Borrero and Sebastian Mejia. The young
entrepreneurs started the company as a solution to the time-consuming way of grocery
shopping. Currently the big majority of people in Latin America go to the store and spend a
long time in traffic, then trying to find what they are looking for in the store filled out with
other stressed people, later spend some more time queuing to pay for the goods, and to top
the whole process this people would have to endure another traffic jam in order to go home
and enjoy their goods. The process turned to be rather annoying, somewhat stressful and
time-consuming errand into a simple task.

The Second way of grocery shopping was online, but it was somehow flawed, because
online web pages were overloaded with product information, were not properly organized
and it could be sometimes difficult to find certain products. In consequence, it was an
extremely difficult experience for consumers, the process ended up being frustrating and time
consuming.

As a result from this problem, Simon, with the help of the team at “/maginamos”
decided to develop “Grocery Glee” in 2012. It was created as a platform that offered the
customers the same shopping experience as if they were in the supermarket. Products were
organized in “shelves” following the same structure as a common big supermarket, and the
clients were able to move, drag and drop whatever product they needed into de shopping cart.
The team of “Imaginamos” had filed a patent (Exhibit 1), (United States Patent No. US
9,836,747, 2017") for Grocery Glee platform (Exhibit 2) in 2012. In the year 2013, they
decided to give it an international perspective and created “Grability” as a New York based
company with the help of Sebastian who joined as co-founder.

For 2014, “Grability” growth was extraordinary, they created an app that was able to
boost the mobile sales by 600% and online sales of 300% (worktechwork, 2014) for “La
rebaja’ a pharmacy in Colombia, that won the title of the best Colombian App of the year

1 Exchange rate 1€ Euro = $3776.89 Colombian Pesos



2014 (Exhibit 3). The customer experience had been also highly improved, to the extent that
they were able to reduce kart abandonment by 70% in comparison to the other solution that
clients had. During that same year the team had closed a deal with one of Europe’s largest
department store named “El Corte Ingles”(Exhibit 4), they participated in the Consumer
Electronics Show (CES) in Las Vegas and were chosen to be among the top 20 most
innovative applications in the world, the year before the company participated in the Intel
Global Challenge in Silicon Valley and was selected as one of the top 25 finalists.

Early days of Rappi Idea, Learning from others.

At the beginning of 2015. Simon, Sebastian and Felipe had a brand-new project in
mind. The idea of Rappi emerged as a solution of the problems the founding team saw with
their clients. They realized that in the big cities, delivering fast, and having a good client
perception rate was very difficult because of the time it took for completing a service. It was
very common that clients called back to restaurants and pharmacies because the deliveries
were taking too long. Moreover, the restaurants, grocery shops, pharmacies and other
commercial establishments couldn’t afford to have a huge number of couriers. As a result,
the performance during peak hours was poor, clients were offered bad service, and
establishments that received orders by phone (more than 80%) did not store the data of their
clients or run any analytics to their orders.

On the other hand, the founding team also found out that some popular restaurants
and establishments were not interested in having delivery options because the logistics of it
were very demanding, stressful and, due to the delays, weather conditions and traffic
accidents, the products could lose quality. Conversely, during that period, the fast-food chain
called Domino’s had a very popular and attractive service that promised to deliver the pizza
in 30 minutes, or else it was free.

Business Model

Simon, Sebastian and Felipe knew they needed to start something new that could
change the reality of their country by boosting sales of commercial businesses, improving
the income reality of delivery employees (normally low-income population), and creating
job opportunities in the technology industry. Due to their previous experiences, they knew
that the best vehicle to do it was with technology. For instance, they decided to run an
experiment which was based on the sharing economies platforms such as Uber or Airbnb.

The business model was simple, Rappi would be a sharing platform were buyers,
commercial businesses and couriers would meet. Long-term Rappi would earn because they
would charge the commercial businesses a fee for using in the platform, similar to Click
Delivery. Couriers would work as independent workers who would receive the service
petition in the app, they’d had to pick up the product and then deliver it as requested, to the
client. Remuneration wise, the idea was to charge a delivery fee depending on the distance;
the estimation came to be around 0.75€ cents, which is almost twice the fee that a regular
delivery person was paid. Finally, the customers were charged upfront the retail price of the
product plus a delivery fee. Lastly, in the long run, the Rappi would pay the commercial
business at the end of the month all sales generated through them.



For the platform to be successful, they realized they needed a high number of
customers, commercial businesses and couriers. Although the management team had a big
network of contacts to get in touch with, they considered it was a demanding and time-
consuming task that could be done in parallel with the experiment, in case it went well.
Instead they decided to jump off and start the experiment that consisted on offering standard
grocery products that anyone could purchase, such as but not limited to: beer, chips,
chocolates, milk. Additionally, the team came up with the idea of having a direct interaction
with clients by creating a cravings option, the idea that Simon, Sebastian and Felipe had was
to deliver anything that people wanted and demanded, thus that cravings option to purchase
anything more, or something completely different from what they offered in the platform
served as valuable information. The team knew the deliveries from restaurants, grocery,
pharmacies and liquors were popular and they wanted to integrate them in the long run, but
they realized that in order to successfully attract any commercial business they needed the
information which the cravings option could provide.

To start with the so called experiment the team had already the knowledge and a
robust platform that required some minor adjustments to fit the business model but was
almost complete. At first no strong commercial business relationship was needed because
they would buy products in normal grocery shops. Finally, what they had an urge for, was
the people who provide the delivery service. Thus, they had to decide where to start, and
depending on it, how much couriers to hire to perform the delivery

Delivery Industry

Deliveries had been famous in Latin American cities; specially, in Colombia for quite
a long time. At least 60% of pharmacies, small grocery stores and restaurants had one or two
couriers who were exclusively assigned to deliver client’s needs. Homes were full of
magnetic advertisements for delivery of restaurants, pharmacies and grocery shops, among
others (Exhibit 6). In exchange for the delivery, customers payed a delivery fee that on
ranged, on average, between 0.13€ and 0.43€, and that depended on how far the location was
or if the delivery was done by motorcycle or by bicycle. Additionally, the employees
normally received a tip for their service that oscillated between 0.26€ and 0.40€ per service.

In the case of restaurants, deliveries were popular during lunch hours and weekends.
According to a survey performed by “La barra” a hospitality magazine, the most delivered
product was chicken, followed by pizza and Chinese food. On the other hand, the service was
mostly used by people whose age was between the ages of 15-25 years old. Lastly, the
deliveries were mostly ordered by phone and the cities that had the most services where big
cities at which transportation is very difficult because of long distances and high level of
traffic.

Pharmacies and small grocery stores had more deliveries than restaurants. Depending
on the day, a store could have from 60 to 70 deliveries a day. An average delivery employee
could earn 4.5€ per day plus tips, for a 7-hour journey that normally started at 7:00 am and
finished at 2:00 pm. Thus, meaning that the employees were able to earn on monthly bases a
salary equivalent to half a minimum wage.

Growth and recent Investments in the industry



In terms of online platforms and marketplaces for deliveries a recent precedent
existed in Colombia. Click Delivery, a company created by students of systems engineering
at Universidad de los Andes. It started in 2010 as a site were customers could see different
restaurant options, discounts on food and had the numbers of each restaurant so the client
could order a delivery. Early in 2012, it evolved to be a web marketplace where people could
order directly online. Click delivery started first in Bogota, the capital city of Colombia as
www.domiciliosbogota.com (in English Bogota delivery). Soon, it expanded to Cali and
Medellin (second and third major cities in Colombia) with the site named after each city.
After a few years, the platform was present in Argentina as www.buenosairesdelivery.com
and Peru as www.limadelivery.info.

The growth of click delivery was impressive, to the extent they were able grow 10
times in number of restaurants and sales from the year 2013 to 2014. Late 2013 click delivery
was able to secure a seed investment of 1.5 million dollars Axon partners. On June 2014 the
company reached 3.000 affiliated restaurants, half of them in Colombia. Moreover, the
company was able to reach a 2 million dollars monthly sales. Apart from the websites, the
company launched an app (Exhibit 5) that in less than a year had 1 million downloads,
200.000 active members and 50.000 frequent consumers (Colombia.com, 2014). As a result
of this huge growth (around 30-40% per year) and promising results, Delivery hero, a
German company decided to acquire 40% of the company including Axon partners portion.

The business model implemented by click delivery was simple, at the end of each
month, the company sent the record of the sales made through the website/platform to the
associated restaurant, and the restaurants payed a fee that rounded 10% of each sale. The
consumers assumed the delivery costs, but restaurants were not charge extra for being on the
website.

Competition

The delivery market was a reality in Colombia, most of the restaurants, pharmacies
and small grocery shops offered a delivery service. In order to perform the process clients
had to make a phone call or, in very few cases, send a text message via WhatsApp to the
commercial establishment and ask for their required products. Pharmacies, for example
offered the unique opportunity to deliver 24/7. Other companies, such as “Correo de la
noche”, created in 1996 as a night grocery shop, focused only on delivering alcohol,
cigarettes, chips and beverages, during the weekend nights when those products could only
be sold by delivery. “Correo de la noche” was among the oldest deliveries in Bogota, counted
with 6 distribution centers, 160 employees that delivered by motorcycle and a coverage of
1,110 km (about 70% of Bogota)

During the years 2014 and 2015 some newly created companies entered the delivery
industry, that was the case of Kiwi, a company that aimed to provide total solutions for the
clients. Kiwi started with WhatsApp in Mexico and Colombia, they delivered anything the
people wanted (Exhibit 9), asked for whatever they needed and then they were directed to
an online payment through Braintree platform. After four months, Kiwi had sales of €52,954
and attended more than 2,000 clients.

Another example of an online platform for delivery was “Comida en la U” (its
translation: Food in the University). Released in 2014 the company provided the service of
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delivery to students inside the university campus. “Comida en la U” had deals with a great
number of restaurants that were close to 7 private universities campus, it was designed
exclusively for students who did not had enough time to walk and queue in the restaurants.
The process was the following, students registered with the university email on the platform,
the platform had offers from close restaurants (<500m) which students chose and payed
online. The people in charge of the delivery were students from the same university who
worked for the company, had some free time and who earned on average 0.80€ per delivery.
After one year of operations, “Comida en la U” had a network of more than 50 delivery
students and 6,500 users.

Merqueo, Mercadoni and Quiicky were other recently released platforms that
competed in the delivery industry. Merqueo (developed by the creator of domicilios.com)
and Mercadoni (Exhibit 8) where very similar websites that allowed clients to do the regular
supermarket shopping online and then receive the products by delivery, both platforms had
the option of a direct interaction with client, so they could actively participate and decide in
the purchase of certain products such as fruits or vegetables, because consumers have
different preference regarding those products. Lastly, Quiicky was a company, created in
early 2015, that delivered condoms in less than 20 minutes to any location in Bogota. At first
their service was provided via WhatsApp, but they were developing their own app for the
service.

Starting Point selection

For choosing the starting point, two decisions were required to take. First, a city that
is as representative as possible of the broader market, and second, if the city chosen was
Bogota because of its magnitude, which neighborhood to target first. Colombia has a total
amount of four big cities that account for almost 30% of the population. Taking into
consideration the distribution of deliveries in the main cities, and the amount of peak traffic
congestion based on Inrix traffic scorecard, a probability of success was computed for the
option of choosing each city as starting point of the experiment, and then expanding to the
other places (Exhibit 11).

Three options were contemplated for choosing their initial operations area in Bogota
(Exhibit 10). Apart from the people that live in the neighborhoods, enterprises employees
could also be a good source of clients. Moreover, it was known from domicilios.com history
that one of the most popular areas for deliveries was the zone called Usaquen that represented
8% of the total city area, had 441,000 habitants and counted with 156 neighborhoods. From
the population of Usaquen the it is estimated that potential clients where high-income
families, located on the south neighborhoods of that zone, they represented about 39.7% of
its population.

The second option contemplated was starting in the north of the zone called
Chapinero. It was in front of Usaquen zone and counted with the most expensive lands, that
meant that 56.7% of the zone was part of expensive land destined for living or commercial
uses. The population for this zone was of about 136,000 habitants and counted with 50
neighborhoods.

The last option the team had in mind was to start in the region of the city called Suba.
It was the most populated area from the options, with 805,000 habitants, had 259
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neighborhoods from which 18.1% were considered as expensive lands used for commercial
or living uses.

Apart from the statistics for each one of the three possible starting zones, at the
beginning a penetration rate of 10% was expected. For the experiment to be successful, a big
and strong network of couriers was needed, in order to keep their promise of delivering fast.
Products did not represent a problem because they could be found in easily every 500m.
Moreover, two couriers per neighborhood were needed to be hired for the full month and be
payed fixed, at least twice the amount earned by a normal courier employee. Afterwards
everything else was set for this experiment to kick off.
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2. Grocery glee mock software
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3. La Rebaja software visuals

Source: Appstore Colombia — retrieved form https://apkpure.com/la-rebaja-m%C3%B3vil/com.imaginamos.groceryapp
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4. El corte ingles software visuals
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. a la cesta y diviértete los pasillos y subpasillos de productos para el
€2Covie &"‘ﬁgy-' comprando! de la tienda. mercado_familiar

BIENVENIDO A LA NUEVA FORMA

DE HACER % COMPRA

To—
or
i . =Y
: 5 Eﬁ.
o -
ol i SECN I 2%
‘ ,
gal==0)
-——m

Source : Appstore Spain — retrieved from https://el-corte-ingles.pt.aptoide.com/

“Welcome to the new way of shopping - Swipe down the products to the shopping kart and have fun buying. — Take shortcuts within
hallways and aisles of the store. — Shop all varieties of products for your family. — Search thousands of products in seconds. “
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5. Domicilios Bogota software visuals.

(@ DomicBossogoto.com o}

79 Restaurantes encontrados SO0 CANCY. S AR PR S O

G DomicliosBogota.com

LaTaqueria

(&)
Mexal &3 ABIIRTO
Pedado Mnmo §19.000

_f inicia sesion con Facebook _

Presto
Harmbaepar ABILETO
Pedes Vems §9.000

( A
Toy Express

TOY 5o ABITRTO
Fedudo Mavmo 50

Inicia sesién con tu cuenta

Emad
————
S

]
Jenos Pizza 4 et B G e R 1 W
e BILRTY - ——-
Peddo Mnmo 315,000 om = - L & SFR
{Notienes cuenta?
Toy Wen . envarancuenta |
TOY S (hoa

Source: Click Delivery revoluciona los domicilios en Colombia (03,2012). Retrieved from:
https://www.colombia.com/tecnologia/informatica/sdi/84374/click-delivery-revoluciona-los-
domicilios-en-colombia

6. Normal home magnetic fridge advertisements

Vive May Saiva

Magnetic advertisements for fridge: Restaurants — Pharmacies — Grocery stores
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7. Rappi advertisement

TODOS
TUS

DOMICILIOS

- corremos por ti -

“All your deliveries — Rappi, We run for you”
8. Mercadoni Platform Visuals
= Mercadoni Q '!2
& Mercadon:

SIGUENTE EN
En una hora Lavanderia

Bebidas VER MAS : - ™
s a MLk besSaE —
A 3 = faanl [ chrniey —
» &) g ::-'-_‘? . A
- o, i
: 3 —
ﬂ 1 = -
Te Liquido Fuze Tangy Orig Te negro stash chai 1A iy L n AT .
Pague 2 Lleve3 $22,500- 7 unidad spice e — s I .f.: st lor vara free
53500 - 1 unidad 20,700 - 1 unidad &

O A
w
“

1
Woolis [ greer sl dPape ANy Dlaousicsr Bups Colle

Pony malta six pack Coca Cola Light Hit Buencs Dias Con
$9.500 - 1 unidag Mega x 2.51t Omega
85400-25 | 54,700 - 1 unidad g o Colier . 1K Ep— a—
== =
Frutas, Papas y Verduras VER MAS

< o o | :



9. Kiwi Platform

> = 9:07 p.m. @ 929 ) > = 9:10 p.m. @ 929 =

< Chats K‘IWI @ { Chats Kli“l’i @
Client: Kiwi | need my jacket
Call Edit Info . . Call Edit Info
to be picked up in my

Necesito recoger una chaqueta en Puedes enviar a mi casa leche,

la casa de mi novia girlfriend's house. huevos y pan para el desayuno?
Podemos enviar a alguien alla en . Al
20 minutos y la recibirés en tu Kiwi: We can send someone Si claro te los puedo enviar a las
el q there in 20 minutes and you R
Listo. Por favor! Lt
Ya vamos por tu chaqueta ) Client: Can you send milk, Alas 6 estara llegando el pedido
eggs and bread for
tomorrows breakfast? My
girlfriend would receive
them.
Kiwi: Of course, | can send it
at 5pm through Lulo for
Client: Ok Thanks
® ©: 0 Kiwi: It will be arriving at 6 ® ©: 9
10. Starting city consideration
Bogota Medellin Cali Barranquilla
Hours (peak traffic congestion)? 75 57 49 40
Population3 7,878,783 | 2,464,322 | 2,369,829 1,218,737
Potential Customers 787,878 246,432 236,983 121,874
Prob of start success” 25% 35% 26% 14%
Probability of success after 1% city accomplishment® 35% 40% 45% 50%

Average Colombia
Hours (peak traffic

congestion)®

39.7
11. Bogota neighborhood consideration
Chapinero Suba Usaquen
Habitants 136,000 805,000 441,000
Persons per house 2.6 3.4 3.2
Area (ha) 3,899 10,056 6,531
High-income % area 57.50% 18.10% 39.70%
Stratum 5 45.80% 16.70% 14.90%
Stratum 6 11.70% 1.40% 24.80%
# of Neighborhoods 50 259 156
# of Enterprises 23,581 22,359 18,904

2 Source: Revista Semana (07, 2018)

3 Source: Departamento Administrativo Nacional de Estadistica DANE, (08,2015)
4Source: Revista La barra, edicién 53, (08,2012)

5> Source: Case writer based on Inrix scorecard.
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Rappi - Teaching Note

Synopsis

Rappi was a technology startup created in 2015 to attend the unexploded delivery market, as
a total customer solutions, in the cities of Latin America. The company was created as a
platform were buyers and commercial businesses would meet and would be directly attended
by couriers who work as independents. Rappi has a similar platform to the trending economy
platforms such as Airbnb and Uber, but for the delivery market.

This case study aims to discuss the first steps of the company founders in the technology
industry, e-commerce, the delivery market, business model and how the management team
ended up coming with a billion-dollar idea of a sharing economy platform. Rappi case study
allows a broad discussion about technology developments and investments in Latin America,
the existence of a technology unattended delivery market. The sharing economy platform
business model can be commented, first, based upon high scalability and low asset intensity
a sharing economy platform has, second the benefits for commercial businesses, couriers and
users. Thirdly, the business model shows how it can be beneficial for a company and for
commerce to keep an open communication channel with customers.

Rappi case study is intended to be used un courses such as but not limited to entrepreneurship,
venture capital and entrepreneurial finance.

Objectives and Target Audience

The case was completed for the courses of entrepreneurship and entrepreneurial finance and
venture capital. The main objective is to illustrate the audience about the challenges, benefits
and different needs that can be solved by technology in emerging markets, such as the Latin
American one.

Rappi’s case study can be implemented as an outline of the delivery market in the big cities
of Latin America, but also as a framework to evaluate how key factors combine for a start-
up to be successful. (Opportunity, Market, Product, Team and context). It shows how
different needs can be solved through technology, and how a local technology company is
able to compete with a good structure and team.
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Suggested Questions

1.

W

Does Rappi represent a good investment opportunity? Analyze the team,
market, product, business model and context.

. Compare Rappi’s product with the other platforms that existed. Are they on a

good position in relation with the competition?

. How does Rappi’s business model differ from the competition?
. Do you think in the delivery market, customer data is a relevant source of

competitive advantage in the long run? Which companies represent the biggest
threats for Rappi in terms of data management?

. Are networking effects relevant for Rappi’s business model? How can the

company leverage from them?

. Comment on Rappi’s strategy for opening the market, do you consider wise to

artificially create the network while starting?

. Does the experiment idea of having craving options in the platform represents

a good opportunity for Rappi?

. Compare the options of starting in each city, by doing decision trees? Which

city should they start with?

. Do you consider relevant the decision to choose the place where to start doing

the deliveries in Bogota? Compare the options, which zone represents fewer
costs for the company?

Recommended literature

Sahlman, William A. "Some Thoughts on Business Plans." Harvard Business
School Background Note 897-101, November 1996.
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Case Analysis

1. Does Rappi represent a good investment opportunity? Analyze the team, market,
product, business model and context.

The consideration of Rappi as a good or bad investment depends on a great
number of issues from the investors point of view. In first place, the risk aversion from
the investor, second the market and the industry which the business runs in, finally it is
important to consider potential pivots that the company could have in the future. Yet,
by performing a deep analysis about the team, context, market, product and business
model it is possible to understand and figure how plausible it is for the company be
successful.

The investment opportunity for Rappi is focused primarily on the success of the
application and their capability to deliver effectively and fast the products to clients. At
the beginning of the company, the management team already counted with a robust
product (platform) and a descent knowledge of the market because they had worked
previously at Grability and Imaginamos with some of the delivery companies that
wanted to enter the digital world. In terms of education and networks, the team counted
with recognized educational background in Colombia and Europe, and they also had
previous examples of success with their previous entrepreneur projects.

Concerning the market, delivery industry was an unexploited and not highly
measured one. From the success examples of companies such as La Rebaja and Click
Delivery it was known that Restaurants delivery industry was worth at least 500 million
dollars in Colombia, but groceries stores, pharmacies and other types of deliveries that
existed, were popular, but were not accurately measured, quantitively. For growth,
companies such as Kiwi, Mercadoni and Merqueo seemed to have a high growth rates,
but again, the best benchmark for growth in the industry was driven by Click Delivery,
a company that was already present in Colombia, but also in Peru and Argentina.
According to the statistics provided by Click Delivery founders, during the first two
years they grew at a speed of 10 times a year. Few years late, their growth rates were
about 30% to 40% per year

In terms of the product, Rappi counted with a product that was first developed in
2012 and that had been simplified and perfectioned over the time. The product itself was
already proven to be successful with a previous client of the founders, a pharmacy brand
in Colombia called La Rebaja. The product was able to boost mobile sales of that
pharmacy by 600%, online sales by 300% and reduce cart abandonment by 70%.
Moreover, some big brands such as El Corte Ingles had already incorporated a similar
product, patented by the funders of Rappi, to their shopping experience.

Regarding the business model, it was Rappi biggest challenge. Their business model
was based on sharing economy platforms were their employees worked as independents
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but had the chance of having a higher income in comparison to people that did the same
job. Moreover, for their business model to work properly, a huge network of couriers,
commercial business, clients and funding is needed, but if achieved it would mean high
entry barriers for competitors.

Finally, the context when the company was created was perfect for Rappi because
people in Colombia showed a great interest regarding sharing economy platforms, but
also mobile and online shopping. At the same, competitors were starting their businesses,
but did not count with a robust platform, business model and logistics.

. Compare Rappi’s product with the other platforms that existed. Are they on a good
position in relation with the competition?

Rappi’s main product was a very robust and developed one, it was being perfectioned
and used since 2012. It consisted on a virtual platform that allowed clients have a
shopping experience very similar to a physical storefront. By having a strong and well-
developed digital platform, the company possessed a strong competitive advantage from
its competitors. Moreover, having the cravings option is a unique tool that can be
considered part of its competitive position, because they can gather and use such
valuable information when they want to approach a new client.

From the competition point of view, the main competitor of Rappi’s grocery shopping
at the beginning is traditional delivery. That type of delivery is normally executed by the
client using phone or via WhatsApp. The difference with that type of delivery is that
firstly, the clients need to know exactly what they want to shop meanwhile with the
Rappi platform they can see all types of products and probably buy more. Secondly, the
with traditional calling, the clients cannot track the location of the courier and don’t
know the approximately time for delivery, on the other hand, the digital platform allows
those characteristics. Finally, the payment for couriers’ services is higher which
motivates high-quality service.

Apart from traditional delivery methods, the company faces other competitors in the
online supermarket shopping, that is the case of Mercadoni and Merqueo, online sites
for shopping. From these two other platforms, Rappi counts with the advantage that their
product (application) was specifically designed to solve the site overload with product
information, lack of organization and difficulty to find certain products, characteristics
that the other players suffered from.

Finally, the last two competitors that the company faced were in first place, Kiwi,
recently created company that worked only via WhatsApp, hence it was difficult to grow
or stablish metrics, but aimed to provide the same total solutions for the clients as Rappi.
In second place was the most complete and developed competitor in terms of platform
and funding, Click Delivery owner at that time of the biggest portion of the online
restaurant’s delivery, with over a million application downloads and 50.000 frequent
clients. In terms of the product, click delivery counted with a complete website,

20



application and large network of restaurant and clients (2 million dollars in sales) the
main difference was that they only targeted restaurants and pharmacies (in some
regions).

How does Rappi’s business model differ from the competition?

In terms of the business model, the main difference with the other platforms that
existed was in costs and collection of service. All the digital platforms that existed at that
time, had almost the same principle, generate a margin of products they did not own,
collect upfront before the service was provided and pay late to commercial businesses.
The difference with Merqueo, Mercadoni and Click Delivery was that Rappi aimed to
have a slightly lower asset intensity because they did not hire full time employees as
couriers, but on the contrary couriers worked as independents. Having this advantage
would mean they counted better scalability options in comparison to competition.

On the other hand, if compared to traditional way of delivery, the big difference in
costs consist on the payment period. Normal commercial businesses were paid upon
delivery and so couriers service. Meanwhile for Rappi all payments, including delivery
service, aimed to be done upfront and payed back to commercial businesses and couriers
at the end of the month. Finally, the last difference regarding traditional stores was data
management, which for digital platforms was easily to gather and manage, and for
commercial businesses was very difficult.

Do you think in the delivery market customer data is a relevant source of
competitive advantage in the long run? Which companies represent the biggest
threats for Rappi in terms of data management?

Considering that the delivery market was big, unmeasured and not fully involved with
technology, customer data did represent a good and useful source of competitive
advantage, mainly because the biggest part of the market was operating under the
traditional form of delivery. Hence, most of the information about what customers
wanted, bundle products for their orders, the effect of weather conditions and more
useful and possibly correlated data was lost in the process that depended phone calls or
WhatsApp delivery.

Moreover, in the long run, the data gathered could be the most important source of
competitive advantage, because it is the key for understanding what customers want,
hence it is crucial for opening new commercial relations, and at the same time, a good
management of data mean for Rappi barriers of entry for competition because they would
have a better understanding of the clients behavior and needs.

As a result, companies such as Click Delivery, Merqueo and Mercadoni emerged as
platforms with highly growing popularity, mainly because their information advantage
that allowed them to offer better promotions, bundles and discounts for their customers.
In consequence, those digital platforms represented the biggest threats in the competitive
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landscape for Rappi’s future operations, Click Delivery in the restaurants niche and the
others in the Supermarket shopping niche.

Are networking effects relevant for Rappi’s business model? How can the
company leverage from them?

Considering that Rappi aims to be present as a sharing economy platform such
as Uber and Airbnb, among others, networking effects indeed are extremely relevant for
them. As a result, those effects normally converge in the fact that the winner takes all
the market. The reason for this is that networking effects behave like a snowball effect
for each one of the players in the market, providing them with better conditions each
time the network grows.

In this case, the players in the network are commercial businesses, couriers,
clients, and the company with the platform that unites them, Rappi. The process
(Illustrated in TN Exhibit 4) starts with the platform, that needs clients to order from it,
commercial businesses so clients can order from, and couriers who provide the service
as fast as possible. Networking effects start because if more commercial businesses are
present in platform, more clients would be attracted to buy through the platform, causing
an increase in the number of services provided and so couriers occupancy rate and money
paid to them. Having a high couriers occupancy rate generate an increase in the number
of couriers willing to work, which would represent a better service for clients, that at the
end converge in more clients attracted and more commercial businesses willing to be on
the platform, and so on.

For the company, having more clients, couriers and commercial dealings would
lead to a better service, more sales, and better deals with commerce that would allow
them to have special discounts and better bargaining power with shops. All things
considered, it is possible to see how networking effects converge in the fact that the
leader wins all the market. In this sense, this case is familiar with highly known cases
such as Airbnb or Uber, which leverage from the same type of networking effect.

Comment on Rappi’s strategy for opening the market, do you consider wise to
artificially create the network while starting?

Artificially starting a market is a common strategy used by the sharing economy
platforms. Companies such as Airbnb and Uber have done it before when trying to enter
a city. In the case of Uber, the most used strategy is to guarantee, during the first few
months, a minimum earnings amount to drivers and offer big discounts to clients. By
implementing the strategy, Uber guarantees to have one side of the platform, drivers
supply, secured while the network gets enough riders to maintain itself and at least adjust

to supply.

Airbnb case is very similar to Uber, in the beginning the Airbnb team went to New
York, where they had the main base of customers, and then they created “artificially”
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the network by taking professional pictures of some of the spaces that were offered, and
by writing the listings by themselves. At the end of the process, they got a good number
of listings, set a standard for them, and had a strong side of the network, space offerings,
built.

Taking into consideration the previous success examples, the decision of Rappi to
artificially create one side of the network, by promising a minimum amount for couriers,
and offering at the beginning common products while learning, is considered a good
strategy for opening the new market. Companies rely on performance and reputation, so
it is considered convenient to assure a good and sufficient performance at the beginning
to effectively attract customers, until growth is reached, and the network can hold by
itself.

Does the experiment idea of having craving options in the platform represents a
good opportunity for Rappi?

Because Rappi was a recently created company, and the management team was very
young, for them to stablish relationships with big and small commercial businesses was
going to be hard, would consume a lot of time, and probably the agreements they reach
would not be highly beneficial, because information was unknown. As a result, the
cravings option, if well managed, gave the management team a good opportunity to
gather important data and information regarding client’s tastes. Thus, by having useful
data, the management team would know which commercial business would benefit the
most from the platform and which ones would boost their sales. Resulting from this,
Rappi management, in theory, was able to get better bargaining power with shops,
therefore putting the cravings option in the platform is considered a great experiment.

Compare the options of starting in each city, by doing decision trees? Which city
should they start with?
To make the decision regarding the city, the following decision trees are proposed (TN
Exhibit 3). Expecting a penetration rate of 10%, the number of potential users for each city
was computed. Then, considering the value of the option was calculated considering
probabilities shown in the Case Exhibit 11
Do you consider relevant the decision to choose the place where to start doing the
deliveries? Compare the options, which zone represents fewer costs for the
company?

The decision to choose a starting point is considered crucial, due to the magnitude of
the city and the different stratums it has. Although in the long run the company was
planning to be all over the city, it was crucial to choose wisely the first zone because of
costs. Since Simon, Felipe and Sebastian were aiming to run an experiment, the
payments for the couriers needed guarantee a minimum, as in the very beginning the
number of clients was expected to be low, but still they needed to provide a service as
fast as possible in order to generate more clients.
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To determine the starting region of the city, the team considered that the most likely
target were people who lived and worked on high income regions of the city. After
having selected Suba, Usaquen and Chapinero, they needed to decide which one of the
three to choose.

Although there is no right or wrong answer, according to the data provided in the
Exhibit 10. A monthly cost for the courier’s expenses was proposed in the TN Exhibit
1. The process for computing followed two paths. In first place, a cost of the couriers
was computed, and second, the expected total amount of sales was calculated.

Computing the cost of the couriers is simple. It is calculated by multiplying the
number of neighborhoods times the high-income percentage area and rounded up.
Afterwards, because for each neighborhood it is expected be two couriers, then the
number of couriers is multiplied by the minimum wage of 185 euros. The results are in
the TN Exhibit 1.

To calculate the sales amount, it needs to be considered that the target population
were enterprises and houses. The objective penetration for the experiment is then, the
high-income% area multiplied by habitants and offices (times 2 assuming for every
office 2 people would use the app). Subsequently, a probability of success of 10%
(starting penetration rate) was multiplied by the expected delivery cost. The results are
shown in the TN Exhibit 2. It is important to clarify that the because clients payed for
the product, technically the money that the management team needed to put was only
associated with couriers.
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Appendixes:
TN Exhibits:

1. Couriers fixed costs

Couriers costs

Habitants 78,200 145,705 175,077
Offices 13,559 4,047 7,505

Area 2,242 1,820 2,593
Neighbors 29.00 47.00 62.00
Couriers per neighbor 2 2 2
Total Couriers needed 58 94 124
Costs € 10,730 | € 17,390 | € 22,940

2. Earnings from couriers’ services

Earning from couriers service
Expected Population 105,318 153,799 190,087
Prob of success 10% 10% 10%
Average sale/delivery 0.75 0.75 0.75
Total sales € 7,898.86 | € 11,534.92 | € 14,256.51

3. Cities Options.

All other cities

35% 605,289
Bogota /
25% 999,729
Total Potential users / \ 0
249,932 T, 65%
75% 0
All other cities
40% 1,146,735
Medellin /
35% 705,126.16
Total Potential users / \ 0
246,794.16 T,
65% 0
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All other cities
45% 1,156,184.20

Cali
26% 757,266

/\

Total Potential users / 0
196,889.11 T,
74% 0
All other cities
50% 1,271,293
Barranquilla /
14% 757,520.40
Total Potential users < \ 0
106,052.86

86% 0

4. Network Diagram

. R1: Reinforce loop generated by the growth of all the members in the network (Clients, Commercial Businesses and Couriers).
. R2: Reinforce loop generated by increase in service quality perception, which leads to a stronger reputation among clients.
. R3: Reinforce loop, a growth in the commercial businesses present in the platform widens client’s offerings and so reduce the breach

of their needs.

. R4: Reinforce loop, better service quality perception from clients leads into a reduce in client's abandonment.

. R5: Reinforce loop, the more sales Rappi generates, makes it more attractive for commercial businesses to be in
. R6: Reinforce loop, Couriers and Clients generate a proportionate increase in the number of participants, for each of the players.
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