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Vipp 
The Danish entrepreneur company 

This case was written by M. Sc. Maria Frosig and M.A. Rikke Franch, Faculty of Further Education, Niels Brock Copenhagen Business College, Denmark, as a part of Leonardo da Vinci project “Moving towards the case method”.
It is intended to be used as the basis for class discussion rather than to illustrate either effective or ineffective handling of a management situation.
“I never knew it was possible to spend so much money on a bathroom pedal bin. I’d been to the supermarket to return two bags full of recyclable bottles and cans, and, nosing around a few shops on the very short walk home, having extracted some cash from the bankautomat, and having purchased a photo-frame for my wife, I wandered into “liro”, a designer furnishings boutique and art gallery. Amongst their beautifully overdesigned and overpriced stock were a number of exceedingly smart looking Vipp pedal-bins. I imagined one such in our bathroom, in place of the small blue plastic bucket-shaped bin we’d been using for the past year and a half. I sensed an impulse-buy coming on, but then looked at the price, which startled me and made me think twice, until, very shortly after, having thought about it a third time, I bought one anyway.” 

Giornale Nuovo, January 2003 – a Swedish customer tells his Vipp-story
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Perception of the Brand 

A waste bin becomes an object of desire. 

“Less is more” seems to be slogan of Scandinavian design in general: Luxury is rather an understatement than a flashy interior and like furniture and kitchen equipment it takes a lot of decoding to translate the desirable brands into a pretty posh lifestyle. Only if you are sufficiently posh yourself you can decode for instance the Vipp pedal-bin as a desirable object – and then you become a member of this sequestered club of life style connoisseurs. In that sense the waste bin is much more than a convenient place for garbage.
The origin
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 Mrs. Nielsens hairdressing salon, 1937
When Jette Egelund’s mother Marie Axelsen in 1939 opened a hairdressing saloon in the Danish provincial town of Randers she asked her husband Holger Nielsen to develop and produce a waste bin to collect and hygienically get rid of hair, dust etc. The husband had a small metal workshop with one worker to assist him and he developed a waste bin with a rubber pedal and a tip lid made of stainless steel to get rid of the waste from the hairdressing saloon. The word ”tip” translated into Danish becomes ”vippe” or ”vip” and with a sense of humour and creativity and the father called his waste bin ”Vipp” – at that time a word with an unusual spelling and against the correctness of the Danish language. 
Customers at the hairdressing saloon liked the waste bin for its functional use because it was hygienic, reliable and durable. Holger Nielsen produced the waste bin only as orders came from hairdressers and also dentists and doctors.
Today the bin is still purchased for its functional use by service providers like hairdressers, dentists and doctors where the hygiene is extremely important. You may find bins produced by Holger Nielsen and still is use. The bin can be used without loosing its complete hygienic closing mechanism for many years. If a functional problem appears the spare part can easily be purchased and the bin repaired.  
The turnaround
The turnaround of the waste bin started when Holger Nielsen died in 1992 and his eldest daughter, Jette Egelund, left her life in Copenhagen where she had worked for several years as a social worker to go back to the small metal workshop in Randers. A few years she worked intensively with two jobs – one as a HR consultant in one the biggest Danish transport companies and the second one to continue the production of the waste bin at the workshop. 
Jette Egelund was in doubt whether the workshop should be closed down or whether to spend her time, effort and money on developing the business. ”I took over a company with a significant bank overdraft, hardly any sales and no knowledge of producing and selling the product. I was worried and at the same time convinced that I had to go for it”, Jette Egelund says.
The belief that the waste bin would be liked by most people due to its design and functionality made her start a new sales campaign in the mid 1990’s. Not being accepted by the fashionable department stores Magasin and Illum in Copenhagen with the explanation that a dentist waste bin did not fit into their sophisticated assortment did not let her down. The strong belief in the potential of the product made her contact the Conran shop in London – famous for the most international  trendsetting design – and after some persuasion they decided to place the first order. The prestige connected to having the Conran shop as one of the first customers convinced her that her belief was justified and facilitated further expansion in the years to come.
Next move was to show the waste bin at the International Design and Interior Fair in Frankfurt in Germany but only a few orders were placed. An advertisement in the catalogue of Manufactum, a German mail order company led to more orders.
However, at this point of time orders came in irregularly from very different customers as the British and German markets were not easy accessible. It was necessary to reconsider the expansion strategy. Scandinavia and Benelux countries were the next markets to enter based on the belief that the perception of the product as a lifestyle icon was similar to the Danish and therefore easier to communicate. Switching from random and irregular sales to a systematic and concentrated direct approach to carefully selected distribution channels led to an increasing and loyal customer-base. 
Was the market ready for the product? The core product as such serves a simple function to dispose waste hygienically. How could Vipp create a demand not only for the functional use but create an aesthetic and enjoyable staging of a product usually hidden away? The metamorphosis from a sometimes smelly plastic container to an object of stylish design placed to catch the eye when entering a room had to be carried out. 
Realising that the product itself could not stand alone but required support by measures such as advertising, negotiations with selected outlets and the urge to convey the story of the origin of Vipp in every context possible was important. Overcoming the gatekeepers in the media meant that the Vipp story was published in local as well as national newspapers and magazines on the selected markets.
Entrepreneurship spirit as Management style
The company culture is characterised by the entrepreneurship spirit of the Managing Director, Jette Egelund. Tradition, storytelling and trend are key words. 
Jette Egelund started as a sole trader in 1992. Aware if the risk of operating the company and being liable with her private assets and with the feeling of taking one step at a time she decided to be tight with her money and hired a bookkeeper as her first employee apart from the two workers in the workshop. Having no business experience or education she relied on her common sense and tuition. Being fully aware of the limitations of business capabilities she consulted experts when needed. Recruiting the right employees has always been and is still essential for the expansion of the company. 
Five years later the expected growth was achieved and her strong belief in the business idea was rewarded. In 1997 the company structure was changed to a private limited liability company, Vipp A/S (Vipp), with the minimum legally required paid-in capital in Denmark of DKK500,000 (equivalent to €66,666). Jette Egelund owns 50% of the share capital whereas her son, Kasper Egelund, and her daughter, Sofie Egelund, own 25% each. The children are partners not because of their family relation but because Jette Egelund believes that a shared risk leads to a higher commitment. The Board of Directors consists of the three family members. Having the majority of the shares Jette Egelund in principle controls the company but emphasises that the decision-making is discussed between the three. Consensus is strived for and most often obtained. 
Jette Egelund is the Managing Director (CEO), Kasper Egelund holds the position of the Marketing Director and has a Master degree in Marketing and Sofie Egelund holds the position as the Design Director and has a degree in Graphic Design. A logistic manager, several export managers and a few PR managers are also amongst the 20 young and devoted employees based in the newly refurbished 100 years-old house of the headquarter in Copenhagen. Enthusiasm drives the company and all employees have been selected based on their ability to show and express enthusiasm in the every day work as well as their life. The average age of the employees is 32 and it seems as if at this point of time in their lives they have very few obligations apart from the company.  Jette Egelund emphasises the hard-working atmosphere created in the office, “Their life is the company and everybody sits together in one large, light and newly refurbished office. I cannot persuade them to leave the office after hours”.
Jette Egelund strongly believes that leadership is a combination of self-drive and motivation but the experience has taught her that control is necessary in order to ensure performance. If performance is not met according to expectations the employment is terminated.
The employees are carefully selected to ensure that they have the same enthusiasm and belief in the product as the family has. Jette Egelund says,” Talent spotting is what I am really good at. I employ young and mature people who have the same spirit as my children who I brought up to be mature and responsible. Children will become mature and responsible if you relate to them the same way as you relate to good friends. The same principle applies to employees. If you shout, complain and upset them, you will get nowhere. As a social worker I learnt through my emotional intelligence how important it is to have people playing together and not against each other in order to achieve a goal. This core value is essential to the company and I believe that it is the secret behind the success of Vipp”. 
A successful business with a female managing director is quite unusual in Danish business life. Jette Egelund is used to meeting many male managers but does not seem to pay attention to the gender of the business person and does not want to participate in the never-ending public discussion about who are the best managers: Men or women? Jette Egelund does not believe that female managers are better to handle relations between employees. Jette Egelund says: ”I often meet businessmen at the same age as myself who have disregarded the advantages of behaving well. Good manners and a high ethical standard facilitate the negotiating process.  Some are managers of companies that have not seen growth since a long time. Then I tell them that I understand why they have landed in that situation because the personality of the owner is the most important. An academically gifted talent cannot save a company if the owner does not make room for more diverse brains to work together. Co-operation and team spirit are to be supported and developed actively by the management of any company”.
Activities of the company
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 Vipp product, anno 2006

The new premises of the head quarter are designed according to the latest Danish interior design trends anno 2006 and in these elegant surroundings the products are exhibited is a perfect way. Right from the entrance door you seem to be in the showroom as the Vipp products are discretely placed in the corridors and the open-plan office. The people working here are enthusiastic and with the products around they control all activities except the production. According to Jette Egelund working in one big room has the advantage that everybody is involved in all the business activities and is inspired in their own activities. Therefore the activities from designing the products to eventually distributing the products on the home-market and export markets are carefully monitored in the head quarter.
The production of the products cannot take place in the head-quarter due to not only lack of space but also because of a long-lasting production strategy of outsourcing to small but specialised Danish production. The outsourcing of the production took place in 1998 when the machinery, used since 1950s for metal pressing, broke down. It was decided that an investment in new machinery was too expensive and would require too much liquidity tied into a cost-intensive production plant instead of the flexible solution of outsourcing. 
Currently the production of the bin takes place at a small metal factory, Rustfri DK, about 100 km away from the head quarter. Vipp owns all the production tools and each tool is custom-made to produce a very specific spare part. Through an agreement with the factory the spare parts are produced and a high flexibility in capacity of volume and time is an important part of the agreement as well as ensuring that storage of a large stock of raw materials, work-in-progress and finished goods is carried out under appropriate storage conditions. Once the spare parts are ready and orders are received the spare parts are transported to the Vipp-owned assembly entity app. 30 km away from the metal factory. The assembly process is fast and highly automated and controlled by two employees. This production set-up enables the company to deliver even large quantities within 48 hours. The agreement also includes a co-operation in the research and development of the product. Apart from the metal production factory other agreements have been entered with a few other suppliers.
The costs of producing in Denmark are relatively high. The costs include the machine hours, wages, production and storage space as well as the delivery cost to the customers. However, the production is highly automated and monitored by very few workers compared to the production process in countries like China  Logistic manager Niels Pedersen has stated that some of the advantages of producing in Denmark are shorter delivery time, flexibility and the ability to observe that the production process is ethically correct without  abuse of work force or environment.
Products
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The waste bin is the central product in the assortment. The waste bin currently exists in six different sizes and in several colours. A new concept was introduced in 2003 where two new colours of the waste bin are introduced every year and only a fixed number of units of each colour are produced in the particular year. In 2003 the new colours were turquoise and olive and in 2004 the colours maroon and rose. The reason for choosing the colours is a combination of trends and likes. The maroon colour was selected to match the trend of the darker types of wood used in refurbishment of kitchens and bathrooms. The rose colour was selected as it reflects delicateness and is different from most competitive products. Using the changing colours in the product development is to be constantly in line with the current fashion and design trends. The prices of the waste bin are in the high end and ranges from DKK1,295 -1,895 (equivalent to €175-250). 
In 2002 a new product was launched: A toilet brush at a price of DKK 900 in the Danish market (equivalent to €120). The market of toilet brushes is probably one of the most competitive with the majority of prices a lot lower than Vipp but the launch has been yet another great success with sales constantly increasing.
Distribution
Who are the users that are willing to pay a lot for a waste bin or app. €120 for a toilet brush? ”Design has developed as a niche in the market during the last ten years and the many design and interior decoration shops that constantly are set up everywhere has enabled us to also reach normal peoples homes as well”, Jette Egelund reflects. 
The distributors are mainly interior design shops carefully selected by Vipp to ensure that the image and assortment of the shop is in accordance with the Vipp products. In 2002 there were app. 400 interior design shops worldwide selling the Vipp products. The company controls its marketing costs carefully and often the advertisement is coordinated carefully with the customers. A special exhibition of the newest products is coordinated with the shop at the same time of publishing of the advert and sometimes even the shop name is mentioned as the contact dealer. In the UK-based publication “Kent on Sunday” the Vipp waste bin is described as follows:
“You may not have thought you could be funky with your dustbin, but think Danish, and you will realise that style is everywhere. Vipp bins and loo brushes are available at Helar, a Scandinavian design shop in Canterbury which also has an online facility. The bins are oddly endearing – very R2D2 – and would look good in the kitchen, bathroom or anywhere that allows you to make merry with chrome and clear colours. They are known as the Rolls Royce of pedal bins, and it has been suggested that they look like a VW as well. Whatever vehicle you would like to compare them to, they were invented by Holger Nielsen in 1939, and his daughter Jette has recently taken over the business. It is her goal to make it a global brand, and she is doing this pretty well. Her breakthrough in this country was selling 30 to the Conran shop, and now the bins are available through various outlets in Britain.” 
(Kent on Sunday, April 2005)
Vipp used to enter agreements with agents in the different countries but too slow growth made the company change the strategy. Often the agents sold too many different products at the same time and were not too concerned about whether they would sell one product or the other. Jette Egelund came to the conclusion that the agents brand themselves as salesmen. They were not able and willing to tell the story of Vipp. Jette Egelund states: “The product is branded according to the story and origin of the company. This entails a combination of a genuine and authentic setting around the product together with a functionality that hardly ever breaks down. Because of this we abandoned using agents and decided to employ our own salesmen based in the head quarter. Each salesman is responsible for a specific market and travels frequently to current and potential customers”.
Export represents an increasing part of the turnover and today the products are distributed to 21 countries. All agent contracts have been terminated and the salesmen are employed fulltime by Vipp. Having their own salesmen ensures that the customers sell the products according to the standards set up by the company. Furthermore a standardised show room area has to be accepted and paid for by the outlet selling the Vipp products. The show room area is designed to stimulate the purchase of the shoppers who might be inspired by the entire interior design concept. 
Competitive advantage
When you ask Jette Egelund: “Who are your competitors?” The answer is: “We do not have any real competitors – our product is unique.” The company might believe that their products are unique in many ways. However, if you consider the bin as a functional household product, you will most certainly discover several competitors. One of the international competitors would be the Dutch company, Brabantia®, a leading European company in household metal articles. They sell a range of metal waste storage products and they describe their products as elegant and functional from the basic bin to their most advanced bin called Touch Bin®. The price level of their waste storage products is considerably lower than the Vipp product range.
Does Vipp have a competitive advantage? The answer is yes, if the perceived value to the customers is higher than achieved by the competing firms and the customers are willing to buy the product or the brand. The branding strategy of Vipp was expressed by Kasper Egelund in 2003:

“The most important thing about branding is to have a good product. Our most important asset is that we produce the original pedal-operated waste bin that is used by dentists, hairdressers and doctors. We can claim that our bin is the original pedal-operated waste bin from 1939 – no copy product can beat that. We just have to make sure to tell the story to the customers”. (The Danish business newspaper, Erhvervsbladet, 3. April 2003.)
Public Relation

The communication strategy of Vipp is a combination of advertising and PR. The company employs a journalist who ensures that the story of Vipp appears in magazines from the home market and export markets. The magazines are carefully selected and research is carried out to find out whether the readers are the ones who might like and eventually buy the Vipp products. Often the magazines are expensive international interior design magazines like The World of Interiors and Elle Home but also magazines that form part of a National Saturday or Sunday newspaper are selected.
The adverts have a certain layout where the product is placed in the middle of the page and a few lines of text emphasising on the product and its features followed by the website address, www.vipp.dk. The adverts are the same in the foreign magazines except for the text which is translated into the local language. 

The media plan of the adverts is planned to ensure that the adverts are published at the time of a new product development, like a new colour of the bin, and at the time where the sales manager has planned visits to the retail shops which have been selected by Vipp.  

At the same time the PR is implemented. The local and National newspapers and magazines read by current or potential customers are contacted with the intention to have an article published about the story of the company and possibly the introduction of the new product. But the PR activities go beyond supporting advertising and sales:
In 2005 Vipp persuaded 30 French designers to decorate the Vipp pedal bins in aid of charity. These haute couture waste bins achieved quite a reputation at the Louvre museum in Paris and subsequently Vipp was asked to create an exhibition at the museum. Vipp was not even expected to pay for this.  The Peruvian artist Mauricio Clavero was chosen by Vipp and the Louvre. Redesigning the waste bins he created a collection about a cosmic voyage using crystals, lightning and mosaics. 
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Vipp  - Carneval in Rio de Janeiro (Louvre exhibition)
The exhibition in Paris started in April 2006 and has since travelled to Antwerpen, Zürich, Oslo, Stockholm, Amsterdam and Copenhagen. The US will follow as this is the next market Vipp is going to enter in 2007. As you might expect the exposition in the Louvre triggered a massive buzz because the Vipp pedal bin is the only waste bin ever to appear as an objet d’art at the Louvre. Reviews of the Vipp exhibition have appeared in mass media as well as in designer weblogs and art magazines. With a few exceptions the designers, journalists and art connoisseurs tell the story of how Vipp was established in 1937: the husband Holger Nielsen inventing a pedal bin for his beloved wife. The book accompanying the exhibition also tells the visitor how the couple met and how their daughter and entrepreneur Jette Egelund supported by her son and daughter makes the Vipp pedal bin travel around the world today. Still the question remains how a pedal bin can turn into an object of emotional desire. Robert Austin, the director of Cutter Innovation Practise gives a few clues in his comment on Vipp in the US- magazine Forbes:
“Every firm in a developed economy should sit up and pay attention to VIPP bins and brushes. Their innovation meets two increasingly important criteria: The product becomes 1) a well integrated experience that people 2) will pay for. This is the only kind of innovation that can immunize a company from lower cost, copycat competition.”(Forbes, July 11, 2006) 

The story of the origin of the pedal-operated waste bin is told again and again. As long as consumers are eager to be a part of the Vipp-experience by purchasing Vipp products the success of the company continues.

APPENDIX 1
Annual accounts for Vipp A/S for the period 2002-2005.

Accounting policies as per 31.12.2005 (extract):

The annual accounts are prepared according to the Danish GAAP (Generally Accepted Accounting Principles) for a class B company.

Income statement

For competitive reasons only gross profit is disclosed according to the Danish Accounting Act §32 and includes net turnover less cost of goods sold and external costs.

Balance sheet

Intangible fixed assets:

Software licences and other rights at the lower of cost price less accumulated amortisation or replacement cost. Only items acquired during the period 1. January 2002 to 31. December 2004 are capitalised.

Tangible fixed assets:

Land & Buildings, Machinery, Equipment and Art are measured at cost price less accumulated depreciation and write downs. Acquisitions below DKK 11,000 are expensed.

The amortisation and depreciation method is the straight line method based on the historical cost, expected useful economic life and scrap value as follows:

Item


Excepted life

Scrap value

Software


   3 years

  0%

Land & Buildings

 50 years

20%

Machinery & Equipment

3-5 years

  0%
Art


   5 years

  0%
Inventories:

The inventories are valued according to the lower of FIFO and net realisable value.

Accounts receivable:

Receivables are measured at amortised cost equivalent to the nominal value. After provisions for bad debts have been recorded the accounts receivable reflects the net realizable value. 
Prepayments:

Prepayments comprise costs incurred concerning subsequent financial years.

Financial liabilities:

Amounts are recorded at the principal less borrowing costs. In the subsequent periods financial liabilities are measured at amortised cost using the effective interest rate method. Accordingly the difference between the proceeds and the nominal value is recognised in the income statement.

Deferred income:

Deferred income comprises payments received concerning income in subsequent years.

Income statement for the period 1 January to 31 December (all figures in DKK ‘000)
	
	Note
	2005
	2004
	2003
	2002

	Gross profit
	
	13,135
	9,733
	6,322
	3,655

	Staff cost and other exp.
	
	6,865
	5,093
	3,040
	2,049

	Depreciation
	2
	520
	588
	231
	112

	Profit before financial items
	
	5,750
	4,052
	3,051
	1,494

	Financial income
	
	27
	9
	8
	15

	Financial expenses
	
	742
	372
	190
	235

	Profit before tax              


	
	5,035
	3,689
	2,869
	1,274

	Tax
	
	1,476
	1,232
	885
	387

	Net result for the year


	
	3,559
	2,457
	1,984
	887


	Note 2

Depreciation
	
	2005
	2004
	2003
	2002

	Software
	
	12
	12
	2
	0

	Land & Buildings
	
	222
	54
	54
	27

	Machinery
	
	36
	21
	14
	4

	Office furniture & equipment
	
	233
	143
	147
	118

	Art
	
	17
	14
	14
	5

	Profit/(loss) from sale of assets
	
	0
	344
	0
	(42)

	Total
	
	520
	588
	231
	112


Balance sheet per 31 December (all figures in DKK ‘000)
	ASSETS
	Note
	2005
	2004
	2003
	2002

	FIXED ASSETS


	
	
	
	
	

	Intangible fixed assets
	
	
	
	
	

	Software
	
	10
	21
	32
	0

	Tangible fixed assets
	
	
	
	
	

	Land & buildings
	
	31,274
	13,755
	3,353
	3,349

	Machinery
	
	107
	144
	54
	68

	Office furniture & equipment
	
	1,002
	435
	440
	565

	Art
	
	34
	36
	50
	63

	Tangible fixed assets
	
	32,417
	14,370
	3,897
	4,045

	Total fixed assets
	2
	32,427
	14,391
	3,929
	4,045

	CURRENT ASSETS


	
	
	
	
	

	Stock of raw materials
	
	1,181
	1,297
	477
	0

	Stock of finished goods
	
	1,371
	799
	884
	885

	Trade debtors
	
	8,254
	4,352
	4,000
	2,242

	Other debtors
	
	234
	446
	139
	244

	Cash
	
	1,593
	432
	775
	299

	Total current assets
	
	12,633
	7,326
	6,275
	3,670

	TOTAL ASSETS


	
	45,060
	21,717
	10,204
	7,715


	EQUITY & LIABILITIES


	Note
	2005
	2004
	2003
	2002

	EQUITY


	
	
	
	
	

	Share capital
	
	556
	556
	556
	556

	Share premium
	
	0
	380
	380
	380

	Retained earnings
	
	11,504
	7,565
	5,107
	3,578

	Total equity
	
	12,060
	8,501
	6,043
	4,514

	Provisions
	
	0
	0
	0
	7

	LIABILITIES


	
	
	
	
	

	Long term liabilities
	
	
	
	
	

	Debt to mortgage institutions
	
	24,201
	5,701
	1,174
	1,230

	Short term liabilities
	
	
	
	
	

	Debt to mortgage institutions
	
	1,368
	2,846
	55
	46

	Trade creditors
	
	5,696
	2,664
	1,980
	1,466

	Other creditors
	
	1,735
	2,005
	952
	452

	Total short term liabilities
	
	8,800
	7,515
	2,987
	1,964

	Total liabilities
	
	33,000
	13,216
	4,161
	3,194

	TOTAL EQUITY AND LIABILITIES
	
	45,060
	21,717
	10,204
	7,715
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