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Abstract

Snapdeal, the Indian online retail firm, started its journey as a discount coupon service and moved on to the marketplace model
after the founders Kunal Bahl and Rohit Bansal made a trip to China. With steady growth in business, the company started
focusing on branding and positioned itself on the wide product assortment platform. Using several campaigns and roping in
brand ambassadors, including Bollywood actor Aamir Khan, the brand achieved its targets of registered customers, sellers,
and delivery points. The company struggled to make profits and to add to the trouble, there was a controversy over a statement
made by Aamir Khan. The founders devised a leaner, asset-light model called Snapdeal 2.0 and focused on multiple sources of
revenue. Eventually, their efforts paid off and after 11 years, the company started making profits. The case discussed the steps
taken by the founders to build the brand and turn it profitable. The nuances stated in the case will help students in marketing to
understand the need to balance campaign spends with brand profits and also make them appreciate the multiple challenges
that entrepreneurs face while building brands.
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n September 2007, Kunal Bahl and his high school classmate Rohit Bansal registered a company called Jasper

Infotech Pvt. Ltd. in Delhi and started a discount coupon book business called MoneySaver. The two

childhood friends had shared a bench during their days in Delhi Public School and held prestigious degrees
(Thomas, 2014). Kunal had a business management degree from Wharton School, while Rohit was a graduate in
engineering from IIT Delhi.

The duo persuaded restaurants, spas, and salons to sign up for the coupon service, but despite their best efforts,
they were able to sell only about 20,000 coupons to customers (Sinha, 2017). Three years later, they understood the
need to bring in the power of the Internet to the business. On January 26, 2010, they spent eight hours in a coffee
shop trying to coin a new name and to draw a plan for the online business. About a week later, Snapdeal was born.

The business plan was quite straightforward. Consumers could buy the discount coupons from Snapdeal by
making a part payment and then redeem the deal at merchants ranging from dining and travel to movies and spas
across 50 cities by simply showing the voucher (Chadha, 2011).

The duo approached restaurants and personal-care product firms first. They believed that since these businesses
had perishable products with short shelflives, the owners would be more open to the discounting model to let go off
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the excess inventory. In addition, it had already moved its large database of merchants who had joined Money
Saver to the online platform. The company got its very first revenue of % 25,000 from a restaurant chain in the first
month itself. In June 2010, it acquired the Bengaluru - based group-buying site, Grabbon.com ("Jasper announces
acquisition of Grabbon," 2010). By the middle of 2011, Snapdeal had cornered about 70% market share in the
coupon business (Chakraborty, 2014).

The First Pivot

However, everything changed after the founders made a trip to China. The duo understood that just like the popular
e - commerce model in China, the marketplace model that brought buyers and sellers in direct contact with each
other was the most suitable one for India (Shinde & Kamath, 2013).

The beauty of the marketplace model was that Snapdeal could become a digital platform for consumers and
merchants without warehousing any product (Khwaja, 2016). At the same time, it could offer shipment, delivery,
and payment support to merchants by arranging tie-ups with logistics companies and financial institutions. The
founders decided to move Snapdeal from a services website to a product-selling one, putting itself in direct
competition with e-commerce players like Flipkart. By 2012, Snapdeal had built a wide assortment of more than
500 product categories, had a subscriber base of more than 20 million, and was present in more than 4,000 towns
and cities across India. Snapdeal also received ample funding since its inception, starting with $12 million in
January 2011 to $1.74 billionin 2016 (Tyagi & Thomas, 2016).

To grow the company quarter by quarter, Kunal believed in giving the team seemingly unattainable goals, so
they stretched themselves to achieve them. The goals were code named starting with the word Mission and the
second word being the target: e.g. Mission 30 to achieve 30 crores, Mission NPS to improve net promoter score,
etc. (Sen, 2014).

The Branding Journey

For a company flush with funds, the next logical step was to focus on positioning the brand in a heavily crowded
space. In 2012, the company decided to pitch itself as a one-stop destination for millions of online customers across
India. It launched its first TV advertising campaign featuring a 'Yamdude' character that highlighted the fact that
Snapdeal.com had a range of irresistible offers, which were so good that even the God of Death could not resist it
(Bhatt,2012). It earmarked around 30% - 35% of the marketing spends into the TV commercial (Nair, 2011).

In 2013, Snapdeal launched a campaign tiled 'Paise bachane ke liye hum kya kya nahi karte' (what would we not
do to save some money), positioning the company as an online mega mall offering a wide assortment of products
and brands at affordable prices.

In 2014, it started a campaign titled 'Bachaate Raho' (Keep Saving) that pushed the message of discounts and
savings and positioned the brand as a fashion destination. By then, Snapdeal had a large assortment of products
across apparel, footwear, jewellery, and fashion accessories and this had to be communicated to the target group
using a very catchy narrative ("Snapdeal scouts for new creative partner," 2013).

Draftfcb Ulka, the advertising agency responsible for the campaign, took a close look at all the other
advertisements for online fashion. The team observed that all brands showcased their products using youngsters.
They also realized that no one was speaking about fashion for the entire family. After a lot of brainstorming, the
team came up with the idea of the 'maid' who was burdened with the task of washing and sorting the family's
growing collection of clothes, thanks to Snapdeal (Srivatsava, 2014).
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Rising Expenditure

Due to increasing Internet connectivity, better technology, and greater access to smartphones, the Indian e-
commerce sector also witnessed intense competitive fights (Kurup & Jain, 2018). On October 6, 2014, Flipkart, the
online shopping competitor, launched teaser advertisements around 'The Big Billion Day' sale. Snapdeal launched
an offensive and came out with a comparative sale offer on the same day in the very same newspaper - an ambush
never seen before in the e-commerce space (Gupta, 2014).

For its Diwali campaign a year later, the brand signed up 28 celebrities that included leading actors from popular
TV shows (Gupta, 2015). Snapdeal then created 40 different commercials that highlighted these celebrities
endorsing its Diwali Bumper Sale while playing their characters in a quirky and funny manner. Using celebrity
endorsements to increase the sales was already attempted by several companies as it mutually benefited both the
brands and the celebrities themselves (Sharma, 2016), but Snapdeal was the first in the sector to attempt it.

By 2015, Snapdeal reportedly had 40 million members, 100,000 sellers, and claimed to deliver to 5000+ cities
and towns in India. The same year, the company roped in actor Aamir Khan to be its brand ambassador for an
estimated X 15 crores (Anand, 2015). The company believed that the actor had an appeal that cut across audiences,
implying that a communication from him would reach out to every consumer (Tewari, 2015). It rolled out a
campaign titled 'Dil ki Deal' (A deal from the heart) that showed the actor having a heart-to-heart talk to the
audience on life and the role that Snapdeal as a brand played in the life of Indian consumers (Bhattacharyya, 2015).
This messaging was extended during Diwali time with a campaign called 'Yeh Diwali Dil ki Deal Wali' (this Diwali
is about the deal from the heart.). Aamir played the role of a poet who urged people to celebrate Diwali with the
deals from Snapdeal no matter how things may turn out in life ("Snapdeal offers its users 'dil ki deal wali' Diwali in
new campaign," 2015).

The Struggle for Profits

When everything was going on as planned for the Snapdeal brand, there was an unexpected turn of events. In
November 2015, actor Aamir Khan made a personal observation about intolerance in India. This led to massive
protests by supporters of the Government of India and saw the launch of a denigration campaign against him.
Snapdeal decided not to renew Aamir Khan's contract, reversing all efforts that the company had taken to build its
brand using the renowned celebrity (Bailay, 2016).

By 2016, the company had more than 300,000 sellers, over 50 million products across 1000 categories, and was
delivering goods to over 6,000 cities (Sahay, 2016). The same year, Snapdeal unveiled a new logo and coined the
tagline 'Unbox Zindagi' or Unbox Life (Verma, 2016). It wanted to position itself as a platform that will enable
users to unlock their aspirations. The branding campaign never came cheap. The company spent X 200 crores on
TV, print, and outdoor media. Both Kunal and Rohit received a compensation of ¥ 52.94 crore each (Gooptu,
2017a). This included salaries of ¥ 1.5 crores and payment against founder stock options of ¥ 51.43 crores. The
next year, Snapdeal continued to raise its advertising spends on TV, print, and radio amounting to ¥ 865 crores
(Furtado, 2017).

And then came the really bad news! In 2017, Snapdeal's losses came in at X 5,142.8 crores, a 75% increase
compared to the previous year (Gooptu, 2018). This led to questions from the investor community on the logic
behind spending so much money when sufficient profits were not being generated by the company. Snapdeal's
investors as in 2017 included SoftBank with a 47.5% share, Nexus Ventures with 10%, founders Kunal Bahl and
Rohit Bansal with about 6.5%, and a bunch of minority shareholders having around 36% (Mukherjee, 2017).

In February 2017, Kunal Bahl sent an email to Snapdeal employees apologizing for the fact that they had started
to expand the business before figuring out the right economic model and market fit. He also explained that both
Rohit and he were taking a 100% salary cut (Verma & Dalal, 2017a). The company that was valued at $6.5 billion
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last year was only worth about $ 1 billion now and tough decisions had to be taken ("Snapdeal board rejects $850
million offer from Flipkart," 2017).

A month later, the Softbank team, representatives of Nexus, and the two co-founders met up and agreed to sell
the company to Flipkart (Verma & Dalal, 2017b). Flipkart made an offer of $350 -$400 million in the mid of June
(Chengappa & Giriprakash, 2017) and revised it to about $800-$850 million two weeks later (Gooptu, 2017b).
However, the founders decided to walk out of the deal, choosing to stay independent - much to the dismay of the
investors and employees (Dalal & Sen, 2017). To cut costs, the Snapdeal team initiated an aggressive approach.
The company sold its mobile wallet business Freecharge to Axis Bank for ¥ 385 crores, the warehouse
management firm Unicommerce E Solutions to Infibeam for X 120 cores, and the logistics arm Vulcan Express to
Future Group for X35 crores (Bhattacharyya, 2018).

Clearly, Snapdeal's high-decibel branding did not see the expected results. It had no differentiation compared to
the competition (Nair, 2017) ; did not make any major partnerships with brands like mobile phones ; overlooked
the high-margin, fast-growing fashion segment (Paul, 2017) ; and the investments made in building logistics
infrastructure and organizing payment systems were after a lot of delay (Punit, 2016).

The Second Attempt

In August 2017, Kunal Bahl introduced a revised vision for Snapdeal. Titled Snapdeal 2.0, this was a stripped-
down, bare-bones version of the marketplace - an alternative option that the company would be pursuing (Gooptu,
2017c). Bahl was inspired again by the Chinese Alibaba's marketplace called TaoBao, a business-to-consumer
(B2C) and consumer-to-consumer (C2C) marketplace. The broad plan was to create a portal, include a large list of
small and medium enterprises into it, and persuade them to advertise (Choudhury, 2017). Snapdeal's revenue
would therefore come primarily from advertisements.

While that was an interesting possibility, the new avatar was asset-light (Chakraberty, 2017), needed lesser
people in the workforce, which meant that the existing 1,200 employees had to be reduced to about 300 employees
(Goyal, 2017). Snapdeal started asking employees to leave on one month's salary and one month's severance
package, as opposed to the three-month severance pay promised earlier to them (Ganguly & Gooptu, 2017). In the
attempt to regain profits, the company also raised seller fees and reportedly withheld payments (Menezes, 2017),
leading to sellers filing police cases and moving to courts for non - payment of dues (Anand, 2018).

The other shift in strategy was focusing on selling frequently purchased, low-priced products to a set of
customers who were price - sensitive. This also meant a lesser control on the customer experience and not relying
on GMYV (gross merchandise value) or the gross sales metric to value itself. The GMV metric used by privately
held startups to avoid disclosing their balance sheets would no longer be the key to valuing the company (Punit,
2017). The founders, on realizing this, had sent an email to employees six months ago reminding them that'GMV is
vanity, profit is sanity' ("Snapdeal's Kunal Bahal, Rohit Bansal realise 'profit is sanity': Full text of their email to
staff," 2017).

The Outcome

By May 2018, Snapdeal's daily orders picked up to 40,000 - 45,000 with an average order value being ¥ 1,000 -
¥ 1,200. The company also lowered its monthly cash burn to around $1 million from the $8-10 million in the
previous years (Srinivasan, 2018).

Less than a year later, Snapdeal founders Kunal Bahl and Rohit Bansal emailed a letter to employees that the e -
commerce firm had turned cash-flow positive in the month of June 2018 (Srinivasan & Gooptu, 2018), the first
Indian e-commerce firm to achieve this feat. The Snapdeal brand was finally back in the limelight. In the email, the
founders thanked the focus, determination, and sharp execution of the team, and interestingly, they addressed the
team as “family” (Khatri, 2018).
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Findings

The case illustrates how Snapdeal started off as an alternative choice to customers in India, fighting with large e-
commerce players like Flipkart and Amazon. Due to the lack of a clear differentiator and by focusing mainly on
discounts and offers to attract customers, the company was not able to maintain profits. It also launched expensive
branding and re-branding exercises to transform its image to stay relevant in the fiercely competitive battle for
market share. Finally, in a desperate attempt to regain profits and due to pressure from investors to sell off the
company, the management team decided to turn to an asset-light business model that focused on few profitable
products, and which required lesser number of people. The strategy paid off, and the company was able to bring in
positive cash flow.

Managerial Implications

(1) Invest in a Clear Differentiated Proposition from Day One : Snapdeal went through multiple pivots as the
founders got inspired by the Chinese marketplace models and hoped to deploy the same in the Indian market. The
problem though was that this was not a unique model that only Snapdeal had access to. At the end of the day, the
company simply provided “deals," in other words, was a cheaper alternative to the other e-commerce players.
Even when Snapdeal attempted branding, the focus was on product choice and the cheaper price, again an
undifferentiated value proposition. Founders must start with a clearly unique value proposition while building a
brand.

(2) Keep Revising the Business Model Focusing on Profitability : The primary reason for companies to exist is to
generate profits and create value for shareholders. Marketing is only a tool (an expensive one too) used to facilitate
interest in the company's products and services, and does not guarantee profits. The product portfolio in Snapdeal
was like what most of the other e-commerce companies had. However, its competitors used the same marketplace
model, but tweaked it for the Indian market by investing in high-margin products (e.g. Flipkart's acquisition of
Myntra) and inking exclusive deals with mobile phone manufacturers. That gave them a clear leverage with
respect to an exclusive range of profitable products.

(3) Taking Care of Sellers is as Crucial as Customer - Focus for Long - Term Success : An intense customer - focus is
surely the cornerstone for any business. While customers bring in revenue, sellers are also a key component in the
marketplace model that Snapdeal is operating in. Bringing in credible sellers, facilitating the fulfillment process,
and ensuring transparency in the payments helps sellers to place trust in the brand and more importantly, generates
long-term loyalty for firms like Snapdeal. While disputes are bound to happen with customers or sellers, care
should be taken to maintain the brand value and proactive steps need to be taken to prevent issues escalating to
police stations and civil courts.

Questions for the Readers

Q1) Whatare the key branding lessons with respect to the Snapdeal story ?
Q2) How is Snapdeal 2.0 radically different from the online retailer's earlier avatar ?

Q3) Discuss the key dimensions involved in brand creation and balancing it with profits.
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Teaching Notes
(1) Teaching Objectives :

(i) To help students appreciate the fine balance between brand building and profits.
(ii) Toenablereaders get familiar with campaign creation and the challenges.

(i) To facilitate an understanding of the challenges in building an online retail business.

(2) Potential Audience : Please specify course, programme, any pre-condition of previous study/ exposure.

(I) Course:Brand Management or Retail Management.
(ii)) Program: MBA/PGDM.

(i) Pre-conditions : Familiarity with online e-commerce firms in India, basic knowledge of terms used in business

(3) Number of Teaching Sessions Needed : The case can be covered in two teaching sessions of one hour each. In
the first session, the case may be explained to the students. This may be followed up with a self-study assignment
given to the students to prepare on the nuances of the case and the questions at the end of the case study which can
be discussed in the second session.

(4) Authors' Analysis of Each Question Raised

Q1) Whatare the Key Branding Lessons with Respect to the Snapdeal Story?

Ans-1) Snapdeal changed its positioning several times using multiple campaigns, but failed to come up with a clear
differentiation. The marketing campaigns had always been based on the wide product assortment platform,
something that was very easy for competitors to duplicate. Despite having no clear differentiator, the company
overspent on advertising and roped in celebrities.

To customers, the brand was just an alternative to established online retail competitors like Flipkart and
Amazon. While customer acquisition is definitely an area that e-commerce firms must focus on, brand building is
about creating a perceptual superiority in the minds of customers as well as ensuring long-term loyalty among
customers and sellers. Unfortunately, Snapdeal failed on both accounts and continued to be just another
marketplace.

Q2) How was Snapdeal 2.0 Radically Different from the Online Retailer's Earlier Avatar?

Ans-2) The founders started the journey of Snapdeal as a discount coupon service and then moved on to the
marketplace model. Even while the company was struggling, the founders aggressively expanded the business
before figuring out the right economic model and market fit. Sensing an expanding customer base as a sign of
growth, they spent on campaigns and celebrities and also look home large paychecks at the expense of a handful of
investors.

It was only in 2016 that the founders accepted that they were wrong and took the pay cut. Snapdeal 2.0 was all
about trimming the costs and intensely focusing on revenue generation. By creating an asset-light version of the
company and divesting divisions that were burning cash, the new avatar was able to bring the company back on
track with respect to revenues.

Q3) Discuss the Key Dimensions Involved in Brand Creation and Balancing it with Profits?
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Ans-3) All businesses are based on a fundamental principal - generate profits by ensuring that revenue received by
the firm is greater than the costs of running the business. A clearly differentiated product or service is the
foundation for earning greater than average profits. In Snapdeal's case, the campaigns focused on merely hygiene
factors like offers, product assortment, and discounts. Even when the company spent a significant amount in
advertising to beat Flipkart's core sale season, the focus was on either matching the prices of the competitor or
offering lower prices.

While the deep discounting strategy definitely helps in customer acquisition and the registered number of
customers reflect that, it does not solve the branding dimension of loyalty and premiums. Brands can be considered
successful if they are able to get a set of customers who buy from the firm repeatedly. In Keller's Brand Pyramid,
the highest level, namely resonance is driven by a set of loyal customers who are attached and engaged with the
brand. With Snapdeal, it was still stuck in the lowest salience level where customers were only aware of the brand,
the offers, and its assortment of products.

Great branding on average products will self-destruct in the long run. Flipkart and Amazon were able to control
some part of pricing by signing exclusive deals with mobile phone manufacturers and coming up with new models
for flash sales. Flipkart was also able to take care of product quality in apparels using its private labels and the
acquisition of Myntra. Snapdeal has always been a pure marketplace, taking up the responsibility of only
connecting customers with sellers. It never was able to control the product quality of the goods sold on its site ;
hence, there were several complaints about spurious products and bogus offers. This further dented the brand as
being unreliable and only worth an interaction if the offers are really good in comparison to similar products
available also with the competition.

Suggestions for Further Readings

Keller, K.L., Parameswaran, M.G., & Jacob, 1. (2015). Strategic brand management: Building, measuring, and
managing brand equity. India: Pearson.

Berman, B., Evans, J. R., & Shrivastava, R. (2017). Retail management: 4 strategic approach. India : Pearson.

Disclaimer

This case was prepared by the authors for the sole purpose of aiding classroom discussion. Cases are not intended
to serve as endorsements, or sources of data, or illustrations of effective or ineffective management. Certain names
and information could have been disguised to maintain confidentiality.
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