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Can Vi-John succeed in its attempt to straddle
the mass and premium shaving cream markets?

Vikas Kumar

uceess can sometimes be a close shave, without one realis-
ing it. Ask Harshit Kochar, whose family owns the Vi-John
brand of personal care and grooming p roducts. B remem-
bers how a few years ago, a dealer came inand vorigra-ul: ted
him for Vi-John being rated as India’s largest se.iing -
ing cream by volume. It wasa research study contucted oy

a trade magazine and the dealer told him how proud he was to L asat

ated with the company. “At that point, we didn’t know how big we had o

come,” says Vi-John MD Kochar, who joined the business in 1998.

At ¥250 crore in sales turnover
(FY13), Vi-John's parent compa-
ny Maja Healtheare is hardly a
match for heavyweights such as
P&G (Gillette and Old Spice), HUL
(Axe) Godrej Consumer Products,
Colgate Palmolive and Raymond
(Park Avenue). But its mass-ori-
ented philosophy and a celebrity
endorsement overdrive in recent
years has given this Delhi-based
family business a national presence
and a doubling of sales volumes in
the past three years.

In a country where a shave for
men mostly meant using soaps

and shaving rounds for a very long
time, Vi-John's shaving cream
found prompt acceplance, es-
pecially at salons and streetside
barbers. “Barbers woull use the
lowest cost option avalable, an
we were the dominant brand in the
category in those days,” says Vimal
Pande, CEO, Vi-John Group. This
sealed its position as a low cost
brand over the years, but also kept
it small for a very long time.

FAMILY AFFAIR
The foundation for the business
was laid in 1960 by current chair-
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man Bhupinder Singh’s father
Suchet Singh Kochar at their home
in Delhi. Making vanishing cream,
hair oil, cold creams and talcum
powder and other such products,
he mostly sold these at the whole-
sale market at Sadar Bazar nearby,
which fed markets all over India.
He also set up a stall in Chandni
Chowk in front of what is now Shri
Ram & Sons, running it for nine
years. As business grew, Kochar
bought over a factory in GT Karnal
Road sometime in 1982. Two years
later, the firm began making shav-
ing cream. Kochar named it Vi-
John, an oddly English-sounding
name whose origins no one in the
family is able to explain.

After expanding to eight small-
scale units around Delhi, the Ko-
chars began chalking out a larger
game plan. The first large fac-
tory was rented out in Baddi, HP,
in 2005 and a year later, Vi-John
had its own factory. Today, its four
manufacturing units in Baddi pro-
duce the cosmetics range, while
the one in Kathua, J&K, makes
mosquito coils under the Cobra
brand name. With over 700 em-
ployees now across its offices in 140
districts, Bhupinder Singh Kochar
says one thing hasn’t changed:
“Even today, our products are in
short supply.”

Some of that could have to do
with its aggressive advertising roll-
out, which the company had kept
away from for many years. Though
advertising had already begun in
the early ‘90s, things changed with
the first celebrity endorsement in
2004 by veteran actor Dharmen-
dra for a campaign for Upvan Cool
Oil. Aimed at audiences in Bihar
and UP, the campaign ran on DD
National for some time. Commu-
nication stayed regional until May
2009, when actor Bipasha Basu was
roped in for Vi-John Feather Touch
hair removal cream. It was its first
test of how full-scale advertising
would work, and a bold step for a
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Frothy growth
Men’s pre-shave market has been
clocking 11% CAGR in recent years

Market size (in® cr)
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company of its stature and size.
“We thought of taking the best ce-
lebrities and go all out, rather than
in small bursts. This way, reaching
out to our target group was much
easier,” says Pande. What followed
was a string of Bollywood endorse-
ments by Shah Rukh Khan, Em-
raan Hashmi and Sonali Bendre.
Signing up Khan was perhaps its
most audacious move, but one that
paid off well. “There was a two-
fold increase in realisations for the
company. We became more profit-

mass market,” says Pan(!e. This
approach means its dominance
built on a consumer bafe that’s
highly price-sensitive. That's not ,
very sound approach,” says Bengy.
Juru-based brand consultant Hay.
ish Bijoor. “Shaving cream is also
style statement today.. Players wh,
play the cost game will only be
‘stepping stone’ brands. New con.
sumers will enter the category with
them, and move on to upper-end
brands.” Bijoor says this should be
a temporary philosophy if the firm
has to move up the value chain

in its businesses. “Such brands do
more service to the competition

than to the consumer,” he adds.

PRICING IT RIGHT?

It’s hard to say how long Vi-John's
price warrior strategy will continue
to pay off. But there’s little doubt
that rural and small town India

is where the next rouud of growth
will come from for st consumer
goods companies. F'rx that logic

alone, Vi-John apy:< 1= well-posi-
tioned for now. Th.: . to its push
through the whe'i<:+ - -oute for
well over four dec: i nearly 70%
of its sales come fr - ior 2 and

BEING A VOLUME PLAYER PUTS PRESSURE 7
MARGINS AND ITS ABILITY TO KEEP PRICES i.0W,
SOMETHING VI-JOHN PRIDES ITSELF ON

able.” Since then, the group’s ad-
vertising spends have been on the
rise, with around 215 crore spent in
FY13 and at least ¥18-20 crore bud-
geted for FY14.

Being a volume player, this puts
pressure on the group's margins
and its ability to keep its prices
low, something it prides itself on.
“We are the lowest priced per
gram in the shaving cream seg-
ment,” says Harshit Kochar. Typi-
cally, leading brands of shaving
creams retail at ¥50-55 for a 70 gm
pack, while Vi-John sells at 235 for
125 gm. “Our target group is the

tier 3 markets, says national sales
manager Jagdish Malwani. But the
bottom of pyramid (BoP) market
is one that promises to be crowded
and hyper competitive,

Moreover, although it now makes
shaving gel and shave foam to
Serve an emerging demographic
— male youth aged 16 years and
above, down from 35 years earli-
er — Vi-John hasn’t yet promoted
these aggressively, and associations
with its past still cling on. “Even
today, we are the largest selling
brand (by volume) at salons,” says
Pande. Barbershops or salons are
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usually serviced by salon wholesa]-
ers, who sell products specifically
for such outlets, Apart from shav-
ing creams and cosmetic products
for use in salons, these wholesalers
provide services such as sharpen-
ing of scissors and other instry-
ments. Vi-John reaches out to
roughly 10,000 of them and to over
one lakh salons in the country,

To get ahead in value market
share, Vi-John’s main challenge
now is brand-building and new
product development. The fam-
ily’s third generation is mostly in
charge now and key roles have

“been assigned across the group’s
three business lines — FMCG, real
estate (Kochar Infrastructure)
and liquor (Arian Breweries &
Distilleries). While Tarun Ko-
char handles exports, liquor and
packaging, Achin is in charge of
procurement and new product de-
velopment, with Prateek managing
the fragrances R&D. The young-
est, Gavin, is currently studying
cosmetics chemical engineering
at the London College of Fashion.
The company has also been pick-
ing up senior professionals from
across the industry. Pande, who
came with experience from stints
at Emami, PepsiCo and SC John-
son, was among the brand’s first
big hires a few years ago, followed
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by Malwani, who comes from a

similar background in FMCG.

BRANCHING OUT

Over the past few years, the com-
pany has entered into new prod-
uct categories such as deodor-
ants, shaving foam (launched four
months back) and an antiseptic

| cream introduced in October.
| “We are the second-largest selling

hair removal cream in India and

- number one in the north,” claims

Harshit. But even though the prod-

| uct range aimed 2t female con-

sumers has been sicudily expand-
ing, the Vi-John association poses
a problem, he admits: (1> brand
perception is still large!y r:ale.”

Might of its ¢t
Vi-John has managed i ~c;sture
a sizable market i 7o

Share by value (in %
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ALL IN THE FAMILY: Vi-John chairmap, i,
pinder Singh Kochar (centre) with Ha@il‘
prateek, Tarun and Achin (L-R) at thanch.
Chowk, where it all started

Given that the business gre.
so much through a well-crafte
strategy but by simply enterip,
new categories to meet demand
as and when it arose, this is noy
surprising. This cha'wtic approach
led to a rather unWle]d}’ Prodycg
port folio and a complex structyre
of brands and sub-brands such 5
st John’s and Archies, which cap,
be confusing. Further, the chojce
of brand names reflects its low-eng
appeal. So while its Col:.)ra range of
perfumes have names like Coby,
True Man, Cobra Real Man and
Agent Cobra, deodorants come iy,
Kill Her, Naughty and Juicy vari.
ants. Then there are aftershaves
and perfumes under the Vi-John
brand umbrella as well, with
names such as Delicious Night,
Embrace and Black Currents.
There’s even Vi-John toothpaste,

Some of this is being streamlined
and simplified. <2vs Dibyendu
Chakraborty, for ider of Archime-
des Consultan: -, «tho is working on
communication
i launched antj-

Shield. “They

aspects of its i
septic cream, b

have an uncai;- i <=nse of business
and understa i oo umportance of
building brands,” - says.

In 2006, a reia, ! was done and
a sales system was sut in place

| to focus on diceri distribution.

“We started moving away from
our dependence on wholesalers.”
says Pande. In 2011, the company
rolled out its national rural expan-
sion plan. “We started creating a
network in rural areas, appointing
super stockists and distributors for
towns of over 5,000 population,”
says Pande. The sales force was
ramped up to 250 and has grown to
over 600 now, which includes direct
or company sales force and indi-
rect or those employed by distribu-
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_ _ Working up a lather
Vi-John continues to dominate the men s pre-shave market in
volume terms, but ranks second in the hair removal segment
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tors. This has helped the company
reach out to 3,500 FMCG distribu-
tors with direct coverage in 3 lakh
outlets and an overall retail pres-
ence in around 1.5 million outlets,

FULL STEAM AHEAD

Traditionally, Vi-John has enjoyed
immense popularity in the north-
ern states of UP, Rajasthan and Bi-
har, with 40% of sales coming from
these regions. Pande says the focus
is now to ramp up direct presence
in markets in the south and west,
where it has been weak so far, Con-
tribution from the north is already
down to 35% and could come down
further as other regions grow.

“The south has been a low-hanging
fruit,” says Pande.

To improve its urban reach, Vi-
John began tapping modern trade
less than a year ago. Apart from
reaching out to urban consum-
ers through leading retail chains
such as Auchan and Easy Day, the
company has also added to its ur-
ban wholesale distribution network
through Best Price Modern Whole-
sale, Metro Cash & Carry, Carre-
four Wholesale and Reliance Cash
& Carry. While these mainly cater
to city retailers, Pande says some
of the supply spills over into rural
markets as well.

Yet, growth comes with its own
set of problems for every firm. “A
company like us has to fight on
two fronts — the organised and
the unorganised players,” he says.
“Small manufacturers try and sell
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at a price advantage. This is spe-
cifically an issue in rural markets,”
says Pande. And in what could be a
sign that the firm has made it big,
fake products with similar looking
or sounding names such as V-John
and Bi-John often crop up in up-
country markets,

Sticking to its lowest price-per-
gram position therefore has been
a tough call in recent years. “Even
for the first few years after we be-
gan to advertise, we didn’t raise
prices,” says Harshit Kochar. For
a self-funded business that has

grown to 700-odd employees =165
its plants and 140 sales offices, o -
is a feat that could either be co.,
sidered remarkable or merei; {1
tuitous. However, Pande off: .- ;
explanation: “We have goodi =t -
ing skills and we keep our coxi+
under control.”

One major cost area was trac:
margins. These are being brougt:
down gradually every year. Earlier,
wholesale margins used to be at
10%, with an additional cash dis-
count of 2%. Now, that’s down to
7%. Retail margins stood at a mas-
sive 30-40% and have been brought
down to 25%, though fragrances
and deodorants still work on 35-
| 40% margins, in line with the cat-

I egory’s norms.

New products are als’o helpjng
shore up the company s topline,
Deodorants are among the fagteg,
growing categories 1n pers.onal
care and the Cobra brand is map
ing its presence there as well, The
revenue logic is clear. “A 125 g
pack of shaving cream lasts up ¢,
four months, whereas a deodor-
ant can of 150 ml could b-e used up
in just 15 days. So usage is faster
and volumes will be more from
this category,” explainsPande,
Share of shaving cream is 33% in
the group’s portfolio, byt Pande
says newer categories like deodor-
ants and antiseptic cream, which
it launched with actress Minissha
Lamba as the endorser, will bring
its contribution down.

It is also discovering demand in
the most unlikely places. Thanks
to its wholesale approach over the
years, Vi-John’s products now com-
mand a loyal following in select
markets. For instance, its Saffron
Green fairness cream is already
selling briskly in Tamil Nadu.

FAKES WITH SIMILAR SOUNDING NAMES FLOODING
UPCOUNTRY MARKETS MEANS VI-JOHN HAS TO FIGHT
- BOTH ORGANISED AND UNORGANISED PLAYERS

' It’s a similar case w.7> the Cobra
| deodorant range ir r.orala. “We
. Just have to feed {4 :iemand,”

says Pande. Three months ago,
the group began regicnal adver-
tising in the souther: states and

- In West Bengal. Overali revenues

are expected to touch ¥300 crore

this year, says Pande, adding that

the plank will remain largely the
same. “BoP consumers will always
be a larger audience for us.” There
was news of ICICI Venture picking
up a stake in the firm last year, but
Pande is dismissive. “They came
to us, but we were not interested,”
he says. “We are looking to buy
brands. Maybe then we’ll seek
funding.” For now, Vi-John seems
to be working up a good lather. @



