FRANCHISING OPPORTUNITY

“Two roads diverged in a wood,
And I took the one less traveled by,
And that has made all the difference.’

ese lines fromm Robert Frost's
famous poem ‘The Road Not
Taken' exemplify the success of
Kolkata-based Re-feel Cartridge
Engineening Pvt Ltd, the franchisor of Re-
feel and Club Laptop outlets. Re-feel Car-
tridge, since its inception in February 2007,
has grown phenomenally registering about
600 per cent year-on-year growth rate. The
TLG Capital-backed company, which oper-
ates a network of 117 Re-feel and 56 Club
Laptop outlets across 80 cities, plans to ap-
pomt hundreds of franchisees in this finan-
cial year on pan-India basis. While talks are
underway for Refeel’s international market
foray, the company will soon enter corpo-
rate gifting sector through franchise model.
According to Samit Lakhotia, Co-Found-
er & Director (Strategy & Business Devel-
opment), Re-feel Cartridge Engineering,
“Yes, we took the less travelled road as we
embarked on our business journey with
a very low capital of ¥ 5 lakh in 2007. Al-
though we had sound IT &xperience, we
were quite new in refilling as well as retail
and franchise business. We are proud to
say that we crossed the 100-store mark last
year. We have set up a successful business
model for India’s budding entrepreneurs.
Moreover, the growth rate of our company
which is around 600 per cent says it all
Capitalising on its expertise in IT busi-
ness, the company is throwing its hat into
the ning for a larger pie of the fast-growing
Indian cartridge refilling market, which is
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estimated at ¥ 3,000 crore. The company
earlier had sold 36 per cent of its stake to
private equity major TLG Capital. Around 75
per cent of the money raised has been spent
on expansion, setting up regional offices in
Mumbai and New Delhi, arnongst others.

What's on offer for franchisees?
Re-feel and Club Laptop are looking to ap-
point franchise owners across India as part
of their new recruitment drive. While Re-
feel plans to appoint 50 franchisees, Club
Laptop intends to sign in around 75 asso-
ciates in this fiscal. The company, which
has its presence in all the states, is look-
Ing to strengthen its operations in Andhra
Pradesh, Bihar, Jharkhand, and Gujarat --
where 1ts presence is little weak.

“The number of franchisees could only
go up this year as there are lots of enquir-
1es coming from across India. However,
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Replicating Success

Having grown exponentially via the franchise model in the last few years, Re-feel Cartridge is
now eyeing a larger pie of the fast-growing Indian cartridge refilling market, as it plans to fu
consolidate its franchisee network, while exploring overseas business opportunities. Besides, |
plans to enter corporate gifting sector in a big way. By Vishnu Rageev R

the target is to make minimum 50 Re-feel
and 70-75 Club Laptop outlets operational
across the country,” Lakhotia adds.

A potential Re-feel franchisee has 10
make an overall investment of ¥ 8-10 lakh,
while that of Club Laptop requires ¥ 6-8
lakh. The area needed for running Re-feel
and Club Laptop is around 300 and 200
sq ft respectively. While the operational
break-even for both the brands entails 34
months, these outlets have a projected
break-even period of 12-18 months. Tt
company is looking for people with good
entrepreneurial skills. Though educational
qualification is not a prerequisite; a {rans
chisee must have good communication
skills and should be adaptive by temperas
ment.

When asked about the companys sup:
port to franchisees, Lakhotia informs, "We
have devised two support levels for oul
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ranchisees; pre-operational and post-
yperational. The former includes setting
1p the store, designing, finding location for
ranchisees, providing training, recruiting
eam, further helping the team, conduct-
ng press conferences dunng inauguration
ind the like. The post-operational support
1appens once the store gets functional. We
sffer regular support at technical (setting
ip micro manufacturing unit at each out-
et), administrative, accounting and mar-
teting levels. There is a dedicated team to
rarry out each of these operations for our
franchisees. Also, we keep on participating
n lot of national and global exhibitions.
When a new technology/product comes to
India, we do our R&D and quickly find the
vendors for the component/technology. Fi-
nally, when we have a full solution, we pass
it on to our franchisees..

The company also has an excellent rev-
enue sharing model with its franchisees.
Says Lakhotia, “We sell components to
franchisees and charge six per cent royalty
on refilling bills, while for Club Laptop, we
charge 16 per cent royalty on service bills.”

Tough beginning helps?

Z 5 lakh is not a handsome
figure to give birth to a
brand new business. But
Alkesh Agarwal, CEO of Re-
feel Cartridge along with
Co-founders Amit Berme-
cha, Rajesh Agarwal and Samil Lakhotia
took the plunge and managed to open
three outlets in the first year itself.

“It was the market-driven demand that
made us think about setting up this ven-
ture, We have around 11-12 years of expe-
rience in IT field and were into providing
hardware, software and other networking
solutions, which included selling printers
and cartridges. Since the price for original
cartridges were high, the customers used
to ask for an alternative solution. Initially,
we sourced cartridges from local market
for selling. It created lot of problem on
quality front. That’s how the idea was born.
We thought, instead of sourcing it from
outside, why can’t we produce quality ma-
terial and provide it to customers? And we

saw a big market which was completely
vacant to explore,” Lakhotia remembers.
When asked about the challenges faced,
he opines, “In retalil, it is really difficult to
convince people without showing them a
proper model on how it would look like,
its business theme, how it's going to be
successful amongst customers. And our
start-up capital was used mainly for R&D

Re-feel and Club

Laptop are looking to
appoint franchisees
across India as part of
their new recruitment

drive. While Re-feel
plans to appoint 50
franchisees, Club
Laptop intends to sign
in around 75 associates
in this fiscal

purpose. We kept on meeting people ask-
ing them to invest money to set up stores.
However, we were lucky that we got some-
one to open franchised outlets in Kolkata
and Jaipur shortly.”

When quizzed about competition from
national and international players, Lakho-
tia smiled. He says: “In terms of the num-
ber of stores and turnover, we are much
ahead of competition In India. We are
indisputably the No:1 player As far as lo-
cal competition is concerned, there 1s not
even a single brand which has 20 success-
ful outlets. Most of them have less number

of outlets. In the last five to six years, this
industry has taken a good shape but we
don't face any competition. As far as the
branded segment i1s concerned other local
players are restricted to one or two cities”

What next?

Expansion, expansion, Lakhotia chants.
While Re-feel plans to have a strong foot-
hold nationally, it 1s also explonng fran-
chise opportunities globally. The company
aims to roll out its international operations
within the next six months.

“Yes, we are in talks with potential part-
ners. Recently, we attended a business
conference in South Africa and we got an
opportunity to meet its President and Fi-
nance Minister. They promised us some
help in setting up our business there. Also,
we are In talks with many nearby coun-
tries. You would see our Master Franchisee
coming up in a foreign land in the next six
months time,” Lakhotia envisages.

When asked about IPO and fund raising
plans, he clarifies, “That'’s the reason why |
can't share our turnover figures. Our inves-
tors are seriously contemplating on com-
ing up with an initial public offering by
2014. TLG Capital is already a partner with
us and we are not considenng stake sale to
any other PE firms night now.

The company is also planning to set up
regional offices in few more metro cties
like Bengaluru, Hyderabad, Chennai, Pune,
Ahmedabad and the like. It will also enter
corporate gifting sector 1n a big way. Lak-
hotia declined to share more details and
says: “We will expand this venture also via
franchise model.”

The company spent about ¥ 1.5 crore on
advertisements and marketing last fiscal.
“Earlier we did a lot of print ads, now the
focus is more on DTL activities. The mar-
keting budget will go up as we enter new
business arenas. Our idea is to become
a leading national brand with a global
spread. You will see three to four more new
verticals from us. There will be more prod-
uct categories added into our portfolio. You
will see some good developments happen-
Ing In our company in the next two years
time,” Lakhotia signs off. @
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