Entrepreneurial Peer Profile

Family Ties and Tobacco Roots
At 21, how do you decide to develop and market your own cigar label, a global business that will span at least three continents? If your family roots are intertwined with tobacco in Spain, the Philippines, the United States, and Indonesia, perhaps it seems less daunting.
Henry Slonsky, while earning his undergraduate degree in international business, is parlaying his unique heritage into a profitable business opportunity, which will capitalize on the cigar craze sweeping the United States. Henry and his mother have formed Tropical Import/Export Company to import cigars into the United States from Indonesia and the Philippines. The business requires very little capital investment because they act only as the middlemen, arranging the shipments between the producers and the distributors.

Cigars are currently very popular in the United States, but premium ones are in short supply. According to the Cigar Association of America, Americans smoked 3.5 billion cigars in 1996, more than any other nationality except for the Chinese. Presently, there are 6 million cigar smokers in the United States, of which approximately 1 million are premium cigar smokers. Premium cigar imports rose from 107 million in 1993 to 126 million in 1994 to 166 million in 1995. Imports of foreign cigars rose significantly in 1996 in the United States, by 32 percent in volume and 45 percent in dollar value.

Their popularity is attributed in part to celebrities who have glamorized cigar smoking. There has also been an increase in invitation-only smoker nights at restaurants, microbreweries, and coffee shops.

The biggest problem cigar companies have is getting enough product to sell. The industry expected to sell more than 2.3 billion cigars in 1997, and back orders for quality smokes are estimated at 20 million. The shortages are due to cigar makers’ failure to anticipate the smoking boom. Furthermore, it takes years to train someone to properly roll cigars so production cannot be increased overnight.

Henry’s maternal grandfather has strong connections with numerous Indonesian and Philippine tobacco growers. His grandfather moved to the Philippines from Spain more than 30 years ago to work in the tobacco industry. He is now head foreman for a tobacco warehouse in Indonesia. He has extensive experience buying and selling tobacco leaves and has developed his own blend. He has always dreamed of starting his own cigar label and calling it Vegarous, which in Spanish means “view of the plantation.” However, until now he feared that starting his own plantation could jeopardize the steady income he needed to support his family.
Henry’s mother, who was born in Spain but raised in the Philippines, moved to the United States with her husband and children 17 years ago. She inherited both her father’s sense of family duty and his desire for independence. All these years she has helped support her family by working in a number of jobs but always for someone else. Now after completing her bachelor’s degree in business administration, she is ready to make her and her father’s dream a reality.
Henry, the eldest of three sons and the first grandson, is leading the family at long last into a cigar business of its own. Henry shares the family’s strong work ethic but has always been much more risk tolerant. He has already obtained an airplane pilot’s license and has earned his master scuba diver certificate.
This is not Henry’s first attempt at international business. In the past, Henry tried to arrange a deal to ship fertilizer from Mexico to Spain for a client of his uncle. Henry’s uncle operates his own import/export company in Spain, which handles everything from tobacco to plywood. Henry’s fertilizer deal failed to materialize when the family friend upon whom he was relying to locate a source didn’t follow through. In international trade, buyers contact multiple sources looking for the best deal. Henry learned that if one does not seize the moment, the buyer will disappear.
Henry also tried unsuccessfully to ship compact discs from the United States to Spain to another of his uncle’s clients. In the compact disc deal, Henry located a U.S. supplier but the deal fell through when his uncle in Spain delayed in providing him accurate customer requirements. According to Henry, “There is always a time limit on such deals. Any miscommunication can be very costly.”
Since Henry was a full-time student then, he did not have the flexibility to personally visit the Mexican supplier or the Spanish customer. In both instances, however, he remembered the advice of his high school football coach, “Even if you are knocked down, you are not a loser as long as you keep getting up.”
Henry and his mother are teaming up to distribute a variety of cigars in the United States. Their flagship brand will eventually be his grandfather’s brand. It will be positioned as a high-quality cigar that will stand the test of time. However, it will not be ready for distribution for several months. The family is hiring experienced cigar rollers to train rollers in Indonesia. Also, tobacco used in premium cigars is aged 18 to 24 months before it can be rolled. Some manufacturers even age the cigars for an additional year before shipping them to market.
In the meantime, Henry is designing a label, obtaining copyrights, and contacting distributors and retailers about carrying the brand.
They have also negotiated the rights to be exclusive importers of cigars produced by a small Indonesian company. These cigars will be positioned as hand-rolled, earthy cigars and sold under the “Wild Javanos” brand, which Henry designed. The cigars look rugged and should appeal to smokers with a more adventuresome, machismo self-image.
Henry can also import cigars from the Philippines, whose supply his grandfather can also guarantee. However, they are of lower quality and he is concerned they will not fit into his premium line.
Henry is committed to participating in every aspect of the business. He intends to design the cigar label himself, negotiate with the distributors and retailers as well as participate in other strategic decisions, learn how to roll the cigars, and improve his Spanish. This is an ambitious agenda for someone so young, but perhaps not impossible for someone like Henry who has already learned to fly.
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