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PREFACE

This book is a collection of cases about starting and growing new ventures. It deals
with entrepreneurs, their opportunities, and the resources they need to create their
ventures. The book is designed to be used as a case book companion for the second
edition of The Portable MBA in Entrepreneurship. It would be much too narrow to
claim that there is one case designed specifically for the conceptual topic of each
chapter. After all, starting a new business is a holistic process that cannot be conve-
niently compartmentalized into “classic” management disciplines, such as marketing
and finance, However, each case has an emphasis. For example, “Beautiful Legs BY
POST” illustrates many of the concepts in both Chapter 5, “Creating a Successful
Business Plan” and Chapter 6 “Financial Projections: How To Do Them the Right
Way.” But the same case also raises issues dealing with the entrepreneurial process,
recognizing and shaping opportunities, entry strategies, marketing, venture capital,
debt, and harvesting—topics covered in Chapters 1, 2, 3, 4, 7, 8, and 14.

We carefully selected the cases so that all the important topics in The Portable
MBA in Entrepreneurship are covered at least once. The cases contain consumer and
industrial products, manufacturing and service businesses, low technology and high
technology, lifestyle and high-potential firms, many different sources of financing in-
cluding founders, family, friends, angels, venture capitalists, factors, credit cards, and
banks. The cases are contemporary with almost every decision point occurring in the
1990s. Students relate to the entrepreneurs in the cases; hence we have selected cases
about persons whom we believe provide role models of entrepreneurial behavior.
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1 JOHN ROUGHNEEN

John Roughneen turned off his computer and stared at the blank screen, which mo-
ments before had displayed the start-up menu for Vending Tracker, the flagship pro-
gram of Streamline Business Systems. John and his partner, Glenn Butler, had
founded Streamline in late 1991 to develop software for small and medium-size vend-
ing machine operators. Most of these small-business owners still managed and
planned their operations and performed bookkeeping transactions by hand. Many
didn’t even own a personal computer. Now, in early 1993, after more than two years

of development, the latest version of Tracker was ready for release. Complete w—it’}q
functions for managing inventory, calculating sales and commissions, and producing !
more than 40 accounting and control reports, the system incorporated numerous re- !
finements in response to suggestions offered by prospective customers and other _i_I_l:_,.;
dustry participants. The partners were confident that they had a product that met the
needs of this particular market niche. However, sales had been scant and the task of

achieving sufficient sales volume to propel the business forward remained a promis-
ing but elusive goal.

" The previous November (1992), Glenn had given up his job at Stratus Com-
puter to concentrate full-time on refining the software program. John, however, who
was responsible for Streamline sales and marketing, had remained at his job at Pepsi.
With the revised product in shape for an upcoming trade association convention,
John knew that soon he would have to decide whether or not to make the leap to total
involvement in, and dependence upon, the new venture. If the business were ever
going to succeed, it would require John’s full-time commitment. In spite of their
joint optimism about the potential of the product and the business, market validation

This case was prepared by Sam Perkins under the direction of Professor William Bygrave. Copyright ©
1995 Babson College. All rights reserved.



2 John Roughneen
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his long-term prospects excellent. As one of only 120 graduates selected over a two-
year period to enter a special operations management training program, John had
forged a promising career path. He was currently the district sales manager for east-
ern Rhode Island. As John pondered his situation, he turned the computer back on,
“Two years from now, how many vending machine companies might be looking at this
Vending Tracker menu? Twenty? Two hundred? Two thousand?”

FAMILY BACKGROUND—EDUCATION

John Roughneen was born to first-generation Irish immigrants in Lynn, Massachu-
setts, just north of Boston, and grew up in the town of Lakeville, near Cape Cod.
John's father, “a strapper from day one,” was almost 20 years old when he immigrated
to Boston following an adolescence of hard work and no school in his native land. He
started high school at the age most people finish and continued his education at
night, graduating in his late fifties from Northeastern University. A lifetime em-
ployee of Polaroid, where John’s mother also worked for 15 years, Mr. Roughneen
passed on to John a single-minded determination and the belief that he could do

-anything;
You have to focus all your energies in one direction. I guess the biggest thing my family

ever did for me was to give me the positive attitude that you can do whatever you want
once you set your mind to it.

After a high-school career replete with numerous extracurricular activities, in-
cluding the class presidency his senior year, John enrolled at Worcester Polytechnic
Institute (WPI), where he eventually selected a major in manufacturing engineering.
John’s penchant for nonacademic pursuits continued in college, initially with school-
related activities, and then by starting a part-time catering business. While he be-
lieved in the value of education and graduated with distinction, John Roughneen was
not one to let schoolwork and the quest for good grades interfere with the more im-
portant mission of learning and gaining experience. He had a clear perception of what
success factors would determine his destiny:

I was an average student. I knew that regardless of how much I studied I was still going
to get the same job offers. I concentrated my efforts on the business while I was in
school. More so than studying. I had this feeling—I just knew in my heart that I was
going to achieve success with or without the extra A, so I figured I'd spend my time on
the business. It turned out exactly the way I thought. I learned that it’s your personal-
ity and character more than what you know. . .. EL"‘,’JJO ) you are, B?tﬂivb."lf. _you are.

INITIATION TO ENTREPRENEURSHIP

John Roughneen’s first entrepreneurial venture grew out of occasional work he per-
formed during his sophomore year for a catering company in Worcester, Massachusetts,
that serviced parties at the local art museum and other high society functions. Noticing
that he and fellow clean-cut students were “a big hit” with the older, well-heeled crowd
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who enjoyed conversing with local college kids, John polled a few of the patrons to
determine their interest in hiring waiters and bartenders for smaller private parties.
Based on the positive responses to this seat-of-the-pants market research, he spent
$30 on business cards and set up_a sole proprietorship. John established a strict ap-
pearance and dress code for his student employees to foster the clean-cut image—the
college boy look—that he regarded as the key differentiating quality of his work-
force. All workers had to have black pants, white button-down shirt with black bow
tie, and black shoes. John supplied ties when necessary, but deducted the cost from
the employee’s paycheck. Training was conducted on the job, with one new freshman
or sophomore accompanying several older, experienced students to learn the basic
protocols of waiting and bartending.

With good connections to the wealthy cocktail party set and a clear vision of the
added value his worker differentiation could provide, John found immediate success:

It went over big because they felt they could trust you more than some other people. 1
guess they figured they knew the college, and they knew that these kids were coming
from out of town and paying a lot of money to go to school, and thus they were probably
not going to rip them off. Our workers looked clean-cut and had a good reputation. _

From private parties, the business branched out into events at the Historical
Society and the Antiquarian Society—sacieties of older rich people—and eventually
into supplying workers for catering companies and even the Marriott Hotel, once for
a group of parties serving 2,000 guests. Some of the work with institutions, such as
the art museum, evolved into long-term contracts that continued long after John sold
the business. In the spring of his junior year, John hired a student manager to run the
operation when he left campus to participate in a school project in Ireland. After he
returned to WPI, John kept the student manager on, satisfied that the business could
succeed without his day-to-day attention and eager to avoid the hdssles 1nvolved in
rounding workers up on short notice:

So then I hired a manager. If I was getting three dollars an hour over what I paid the
workers, I gave him a dollar an hour for every person he got, and the company got two.
I had a guy running the whole thing for me while I was on campus, and I was just cut-
ting checks, managing the books. So I took it to the management level. I took it one
step more.

John continued the business for several years after he graduated. Although it
never made the money it had during his own tenure as manager, it did continue to
provide valuable learning experiences. John dealt with expenses and headaches re-

lated to Workers Compensation 2 dnd gtller insurance matters, and | learned about in-
corporating | the business in order to protect. personal assets after he Purchased a
house. At one point, he envisioned a regional company with operations based at col-
lege campuses all along the East Coast. Chapters of his fraternity at other schools
would provide a natural launching point and initial contacts for employees and alumni
clients. Although he did start an outlet in Providence with its own manager, expan-
sion plans f fell victim to full-time respon51b111t1es at Pepsi, other busmess opportuni-

_tles night school (Babson MBA program), and family life:

I had to focus all my energies and go back to what my father taught me: be successful at
one thing. So I had to get rid of this catering business because I was not making enough
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money and I didn’t see a clear future. I would have had to franchise to expand ... 1
ended up selling it to my father. Really for no money. He bought it for a dollar. It’s been
going okay.

GROUNDWORK FOR A PARTNERSHIP

The project that took John to Ireland in the fourth quarter of his junior year was a so-
cial research study on entrepreneurship—a natural fit with his activities at WPI. John
and two classmates went armed with six months of preparation research, an introduc-
tion to a professor in Ireland through professor Bill Bygrave of Babson College, and
strong assumptions about the state of entrepreneurial endeavors and the needs of the
populace. They quickly discovered that their “assumptions were pretty much 180 de-
grees in the wrong direction.” Instead of a business community thirsting for entrepre-
neurial information and advice, they found one practically drowned by government
business assistance programs. With their original intentions thwarted, the students
regrouped and revised the project, putting together a seven-page questionnaire to ad-
minister to older students about their family business backgrounds and interest in en-
trepreneurship. The team developed a plan to track the group and re-interview them
five years later to, > determine the extent of their entrepreneurial activities and to iden-
>t1fy key indicators and/or conditions of success.

In addition to the learning experience of having to adjust procedures and objec-
tives to respond to changing circumstances, and the benefits of exploring a society’s
entrepreneurial attitudes and conditions, the project provided an unexpected gain.
John and one of the other project team members formed a close, working relationship
that would become the foundation for a business partnership. Glenn Butler had been
a lab partner with John during their freshman year, and the experience had left John
with an indelible impression of Glenn’s abilities. In contrast to the third team mem-
ber, Glenn and John discovered that their habits and work patterns (sleeping, rising,
studying) were very compatible, and the experience of spending nearly every waking
hour together, working on the project for more than two months, confirmed John’s
earlier inclination that Glenn was the type of person he would like to have as a busi-
nesspartner:

I identified early on that this guy was brilliant. He ended up graduating top of his class

in electrical engineering, which is one of the harder disciplines in engineering, with high

distinctions in several honor societies. He didn’t get anything but A’s, and in that school
it is really difficult to get As in Electrical Engineering. He was a phenomenal person, and

I knew that this is the type of guy that I would want to work with. I could see starting a

business with him. I threw it out a few times when we were in Ireland. I can’t remember
how receptive he was. I remember feeling that I was more into it than he was.

GLENN BUTLER, FUTURE PARTNER

Glenn Butler was born in New Jersey, moved several times as the result of his father’s
corporate transfers, and finally settled in Harvard, Massachusetts, for his high school
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years. After 20 years in the corporate world, Glenn’s father left his position as CFO at
Foster Grant to purchase and operate a building supply business, which blossomed
and then faded in concert with the 1980s real estate boom and bust rollercoaster.
Glenn’s affinity for computers dated back to his use of the IBM PC (an original
model) that Mr. Butler had purchased to help run his business. Glenn was one of a
few high school students doing papers on a word processor. -
From Glenn’s perspective, the experience in Ireland with John cemented a
friendship that had been good though not especially deep during their first three
years at WPL. While he lacked John’s distinct memories of their freshman lab experi-
ence, he did recall many late-night, after-party meetings in which they talked long
into the night. Glenn also developed a clear sense of John’s character and strengths,
which he saw as complementing his own: |
I'm a details guy and he’s a “big picture, on the surface, go forward” guy. John had a
knack. Of all the guys at WPI, it was obvious that he was the one who was really socia-
ble and could get in there, do stuff, and sell. He had an incredible amount of energy. In

say, “we can’t do that,” and he’s almost shallow, letting nothing deter him. He’s a
straight-ahead guy. It’s a great partnership.

FIRST JOBS

After graduating from WPI, both Glenn and John went to work for established com-
panies (see Appendix). In spite of his electrical engineering major, Glenn decided
against a job in computer hardware development, preferring instead the immediate
feedback on creative ideas available from writing software: “You build it, you see it
work and then you get to fix it really quick.” Glenn turned down several offers doing
digital circuit design and went to work for Stratus Computer in software engineering.
A self-described happy-go-lucky guy, for whom things always seemed to fall into
place, he had no grand plan in mind for where the job might lead. It was simply a
chance to do exciting, enjoyable work on a completely flexible schedule that allowed
sufficient opportunity to pursue other interests.

John interviewed with numerous large corporations and garnered offers from
six prestigious firms: Arthur Andersen Consulting, DuPont, Westinghouse, Texas In-
struments, UPS, and PepsiCo. In spite of his entrepreneurial experience and ambi-
tion to start another business, John knew exactly what he wanted from his first
post-college employment: on-the-job business education. Although the Pepsi offer
didn’t match some of the others in compensation, John thought its training program
would best serve his long-term goals:

I really had it in my head that I wanted a training program. 1 felt I was putty and
I needed to be molded by a good company. At first I wasn’'t going to work for Pepsi
but . . . I interviewed with them four times. They brought me all over the country to
different places. It wasn’t until the very last time when I went to their headquarters in
New York that I saw the manuscript (for the training program). He showed me the
loose leaf manuscript of the program and said, “Here, take a look at this.” I liked it.
That’s what the kicker was. I had a lot of job offers making a lot more money from
other companies. I took this one because it had the best training program.
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Pepsi’s Operations Training Program accepted 60 graduates that year (1989)
and 60 the next, before the company stopped running it. For the first three months,
the trainees rotated through virtually every division in the compcmy—from manufac-
turing to marketlng—for a week at a time. After every stop, they were tested on their
knowledge of the function, from production process flow to supermarket shelf loca-
tion protocols. John had a bird’s eye view of everything; in his week in marketing, he
was on the ground floor negotiating with Star Market on Pepsi TV ads. The next three
months were devoted to on-the-job training, followed by a job assignment. In spite of
his manufacturing engineering background, John ended up in the distribution side
of the program. He was assigned as distribution manager for New England, oversee-
ing the operations of six locations with 300 vehicles and a $6 million budget. The real
challenge was managing a dozen experienced mechanics, many of whom were the age
of his father. John, a self-proclaimed “whippersnapper out of college” who couldn’t do
much more than change his car’s oil, learned a great deal about managing people in

difficult circumstances.

After a year and a half as a distribution manager, John was offered the opportu-
nity to go into the manufacturing side of the business, with the likelihood of becom-
ing a plant manager in three years at a “lucrative” $100,000 salary. He had also made
enough connections in the company, however, to secure a job through a VP of sales. In
spite of the valuable experience in distribution and the opportunities in manufactur-

ing, John saw his future outside of operations:

I went into sales because I knew I was going to start a company. [ said, “I've got to get
experience.” I learned a lot, but I knew I never was going to do anything with trans-
portation or trucks. I got into sales and that was the best move T ever made.

John did not find being a district sales manger for Pepsi a glamorous job:

I had salesmen, route salesmen, the guys riding the trucks delivering soda for half the
state of Rhode Island reporting to me. I had quotas and sales objectives and the whole
bit. If I saw a place that could possibly sell soda, even if I didn’t think they could sell
soda I was going to try to get them to sell soda. It was crazy. I learned a lot about how
products get distributed. I ended up being the sales rep that called on 7-Eleven™
stores for Rhode Island. That’s when I learned about dlstrlbutlon channels and haw to
deal with franchises. That’s what was key.

GENESIS OF THE ENTREPRENEURIAL VENTURE

On Tuesday, February 20, 1990, about nine months after starting their jobs at Pepsi
and Stratus Computer, John and Glenn Butler met in a Dunkin’ Donuts on Park Av-
enue in Worcester, Massachusetts. They drank coffee and committed to a common vi-
sion of the future: starting a business. It was to be the first of many meetings over the
next six months, where they’d sit and hash over potential business  possibilitjes. Ini-
tnlly, the field of discussion was wide open. Glenn was tremendous]y excited about
the idea of a new-car buying service. Eventually, however, John and Glenn came to
focus on computer-related business concepts. For Glenn, it was a natural extension of



