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The Entrepreneurial Domain

Converging on the Entrepreneurial
Manager
There are convergent pressures on being an entre-
preneur and being a manager as a venture accelerates
and grows beyond founder-driven and founder-
dominated survival. Key to achieving sustained
growth, and an eventual harvest, is an entrepreneurÕs
ability to have or develop competencies as an entre-
preneurial manager.

In the past, those studying entrepreneurship and
others active in starting new ventures, such as venture

capitalists, professors, and researchers, have generally
believed that the kind of person with the entrepre-
neurial spirit required to propel a new venture through
startup to a multi-million-dollar annual sales level is
different from the kind of person who has the capacity
to manage the new firm as it grows from zero to $20
million or more in sales. Further, it has long been
thought that the entrepreneur who clings to the lead
role too long will limit or impede company growth.

As John Kenneth Galbraith explained in 1971,
ÒThe great entrepreneur must, in fact, be compared
in life with the male apis mellifera. He accomplishes
his act of conception at the price of his own extinc-
tion.Ó1 In short, conventional wisdom stated that a

7
Chapter Seven

The Entrepreneurial Manager
ItÕs rare to find a leader who can carry a growing company through all its phases.
When you get into the $1-to-$2-billion range, then you may find leaders with
entrepreneurial tendencies; but, in addition, they have real management and
people skills.

Peter J. Sprague
Chairman of the Board, National Semiconductor Corporation

Results Expected
Upon completion of this chapter, you will have:
1. Studied different views about entrepreneurial managers and discovered that an indi-

vidual can be both an entrepreneur and a manager.

2. Identified the stages of growth entrepreneurial ventures go through, the domain occu-
pied, the venture modes characteristic of the entrepreneurial domain, and the princi-
pal forces acting in the domain.

3. Identified specific skills entrepreneurs need to know to manage startup, survival, and
growth.

4. Analyzed the new ÒDawson ProductsÓ case study.

5. Evaluated your own skills and developed an action plan.
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1 John Kenneth Galbraith, The New Industrial State (Boston: Houghton Mifflin, 1971).
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good entrepreneur is usually not a good manager,
since he or she lacks the necessary management skill
and experience. Likewise, it is assumed that a man-
ager is not an entrepreneur, since he or she lacks
some intense personal qualities and the orientation
required to launch a business from ground zero.

While results are mixed, some evidence suggests
that new ventures that flourish beyond startup and
grow to become substantial, successful enterprises
can be headed by entrepreneurs who are also effec-
tive managers. Testing conventional wisdom, two
researchers empirically studied the tenure of 54 For-
tune 1,000 corporationsÕ founders. They assumed
that there are three ways founders have to adapt: (1)
shift from creation to exploitation, (2) shift from pas-
sionate commitment to dispassionate objectivity, and
(3) shift from direct personal control over organiza-
tional actions to indirect impersonal control. Taking
into account the growth rate, the timing of the initial
public offering, the founderÕs age, education, and
other factors, this 1990 study found the following:

1. If the firm grows relatively slowly, and the
founder is capable of some adaptation, then
the firm can apparently become quite large.

2. Founders with scientific or engineering back-
grounds remain in control of the companies
they found for shorter periods than do
founders whose academic focus was business.

3. The founderÕs tenure will typically be longer in
family-dominated firms.2

More recently, researchers Òobserved that many
founders can and do manage growth successfully.
The applicability of conventional wisdom regarding
the Ôleadership crisisÕ in rapid-growth entrepreneur-
ial firms may no longer be valid, if, in fact, it ever
was.Ó3 Founder Bill Gates still heads Microsoft,
founder; Steve Jobs is once again at the helm of Ap-
ple Computer, and founder Andy Grove is now the
senior advisor to executive management at Intel. Nu-
merous examples such as this clearly indicate
founders can learn and grow faster than their compa-
nies do.

These and other data seem to defy the notion that
entrepreneurs can start but cannot manage growing
companies. While the truth is probably somewhere in
between, one thing is apparent: Growing a higher po-
tential venture requires management skills.

Clearly, a complex set of factors goes into making
someone a successful entrepreneurial manager.
Launching a new venture and then managing rapid

growth involves managerial roles and tasks not found
in most mature or stable environments. Further, one
of the greatest strengths of successful entrepreneurs
is that they know what they do and do not know. They
have disciplined intellectual honesty, which prevents
their optimism from becoming myopic delusion and
their dreams from becoming blind ambition. No indi-
vidual has all these skills, nor does the presence or
absence of any single skill guarantee success or fail-
ure. That an entrepreneur knows that he or she needs
a certain skill and knows where to get it is as valuable
as knowing whether he or she already has it.

Principal Forces and Venture Models
Companies, whether they are new, growing, or ma-
ture, occupy a place in either an administrative or an
entrepreneurial domain, an area influenced by cer-
tain principal forces and characterized by ways of
acting, called venture modes. Exhibits 7.1 and 7.2 illus-
trate the entrepreneurial and administrative domains
and the dynamic of the principal forces acting in the
domains and the dominant venture modes that result.

In the exhibits, the four cells are defined by the
stage of the venture (upper axis), the extent of change
and uncertainty accompanying it (right axis), and
the degree to which a venture is administrative (bot-
tom axis) or entrepreneurial (left axis). Clearly, the
entrepreneurial domain is the two upper cells in both
exhibits, and the domains are functions of both the
change and uncertainty facing a venture and the
stage of growth of the venture.

Each venture mode (i.e., way of acting) for firms in
each cell is driven by certain principal forces. These
forces are shown in Exhibit 7.2. Shown in Exhibit 7.1
are dominant venture modes characteristic of firms
in each cell. Organizations at different stages are
characterized by differing degrees of change and
uncertainty and are therefore more or less entrepre-
neurial or more or less administrative. Thus, for
example, a new venture in the seed/startup stage,
which is characterized by high change and uncer-
tainty, is most entrepreneurial. These firms will be
new, innovative, or backbone ventures; will be led by
a team; will be driven by their foundersÕ goals, values,
commitment, and perceptions of the opportunities;
and will minimize the use of resources. At the other
extreme is a mature firm, one that is in the maturity
stage and characterized by low change and uncer-
tainty, is stable or contracting, is led by an adminis-
trator or custodian, is driven by resource ownership
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2 George C. Rubenson and Anil K. Gupta, ÒThe FounderÕs Disease: A Critical Reexamination,Ó Frontiers of Entrepreneurship Research: 1990, ed. Neil Churchill
et al. (Babson Park, MA: Babson College, 1990), pp. 177Ð78.

3 Gary E. Willard, David A. Krueger, and Henry R. Feeser, ÒIn Order to Grow, Must the Founder Go: A Comparison of Performance between Founder and
Non-Founder Managed High-Growth Manufacturing Firms,Ó Journal of Business Venturing 7, 1996, p. 190.
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Hewlett-Packard fame) or management by muddling
through. Certainly, as the firm enters the high-
growth stage, this changes.

Stages of Growth

A Theoretical View
Clearly, entrepreneurship is not static. Exhibit 7.3
represents a theoretical view of the process of gesta-
tion and growth of new ventures and the transitions
that occur at different ÒboundariesÓ in this process.4

Ventures are sown, sprout, grown, and harvested.
Even those successful ventures that are not grown to
harvest (i.e., those that have been defined as Òattrac-
tiveÓ) go through stages of growth.

This smooth, S-shape curve in the exhibit is rarely,
if ever, replicated in the real world. If one actually

tracked the progress of most emerging companies,
the ÒcurveÓ actually would be a ragged and jagged
line with many ups and downs; these companies
would experience some periods of rapid progress fol-
lowed by setbacks and accompanying crises.

For the purposes of illustration, Exhibit 7.3 shows
venture stages in terms of time, sales, and number of
employees. It is at the boundaries between stages that
new ventures seem to experience transitions. Several
researchers have noted that the new venture invariably
goes through transition and will face certain issues.5

Thus, the exhibit shows the crucial transitions during
growth and the key management tasks of the chief ex-
ecutive officer or founders. Most important and most
challenging for the founding entrepreneur or a chief
executive officer is coping with crucial transitions and
the change in management tasks, going from manag-
ing to managing managers, as a firm grows to roughly
30 employees, to 50, to 75, and then up.
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4 For another useful view of the stages of development of a firm and required management capabilities, see Carroll V. Kroeger, ÒManagement Development and
the Small Firm,Ó California Management Review 17, no. 1 (Fall 1974), pp. 41Ð47.

5 L. A. Griener, ÒEvolution and Revolution as Organizations Grow,Ó in Trials and Rewards of the Entrepreneur (Boston: Harvard Business Review, 1977),
pp. 47Ð56; and H. N. Woodward, ÒManagement Strategies for Small Companies,Ó in Trials and Rewards of the Entrepreneur (Boston: Harvard Business
Review, 1981), pp. 57Ð66.
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EXHIBIT 7.3

Stages of Venture Growth, Crucial Transitions, and Core Management Mode
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awareness and practice of reciprocity for mutual
gain.8 When a strong need to control, influence, and
gain power over others characterizes the lead entre-
preneur or the entrepreneurial manager, or when he
or she has an insatiable appetite for putting an associ-
ate down, more often than not the venture gets into
trouble. A dictatorial, adversarial, and dominating
management style makes it very difficult to attract
and keep people who thirst for achievement, respon-
sibility, and results. Compliant partners and man-
agers are often chosen. Destructive conflicts often
erupt over who has the final say, who is right, and
whose prerogatives are what.

In the corporate setting, the Òhero-makingÓ ability
is identified as an essential attribute of successful
entrepreneurial managers.9 These hero makers try to
make the pie bigger and better, rather than jealously
clutching and hoarding a tiny pie that is all theirs.
They have a capacity for objective interpersonal rela-
tionships as well, which enables them to smooth out
individual differences of opinion by keeping atten-
tion focused on the common goal to be achieved.10

Exhibit 7.4 characterizes probable crises that grow-
ing ventures will face, including erosion of creativity
by founders and team members; confusion or resent-
ment, or both, over ambiguous roles, responsibilities,
and goals; failure to clone founders; specialization and
eroding of collaboration; desire for autonomy and
control; need for operating mechanisms and controls;

and conflict and divorce among founders and mem-
bers of the team. The exhibit further delineates
issues that confront entrepreneurial managers.

Compounding of Time and Change In the
high growth stage, change, ambiguity, and uncer-
tainty seem to be the only things that remain con-
stant. Change creates higher levels of uncertainty,
ambiguity, and risk, which, in turn, compound to
shrink time, an already precious commodity. One
result of change is a series of shock waves rolling
through a new and growing venture by way of new
customers, new technologies, new competitors, new
markets, and new people. In industries characterized
by galloping technological change, with relatively
minuscule lead and lag times in bringing new prod-
ucts to market and in weathering the storms of rapid
obsolescence, the effects of change and time are
extreme. For example, the president of a rapidly grow-
ing, small computer company said, ÒIn our business it
takes 6 to 12 months to develop a new computer,
ready to bring to the market, and product technology
obsolescence is running about 9 to 12 months.Ó This
time compression has been seen in such industries as
electronics and aerospace in the 1960s; small com-
puters, integrated circuits, and silicon chips in the
1970s; microcomputers in the 1980s; telecommuni-
cations, the Internet, and biotechnology in the 1990s;
and nanotechnology in the 2000s.
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8 Ibid.
9 David L. Bradford and Allan R. Cohen, Power Up: Transforming Organizations through Shared Leadership (New York: John Wiley & Sons, 1998).
10 Neil C. Churchill, ÒEntrepreneurs and Their Enterprises: A Stage Model,Ó in Frontiers of Entrepreneurship Research: 1983, ed J. A. Hornaday et al. (Babson

Park, MA: Babson College, 1983), pp. 1Ð22.

EXHIBIT 7.4

Entrepreneurial Transitions

Modes/Stages Planning Doing Managing Managing Managers

Sales $0 0–$5 million $5–$15 million $10 million or more
Employees 0–5 0–30 30–75 75 and up
Transitions Characteristics: Characteristics: Probable crises: Probable crises:

Founder-driven Founder-driven Erosion of creativity Failure to clone 
Wrenching changes creativity of founders founders
Highly influential Constant change, Confusion over Specialization/eroding 

informal advisor ambiguity, and ambiguous roles, of collaboration versus 
Resource desperation uncertainty responsibilities, practice of power, 
Very quick or very Time compression and goals information, and 

slow decision making Informal Desire for delegation influence
Communications versus autonomy Need for operating 
Counterintuitive and control controls and 

decision making Need for mechanisms
and structure organization and Conflict among 

Relative inexperience operating policies founders 
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been studying “intrapreneurship” since the 1980s,
asserted that the global economy was experiencing
the postentrepreneurial revolution, which “takes
entrepreneurship a step further, applying entrepre-
neurial principles to the traditional corporation,
creating a marriage between entrepreneurial cre-
ativity and corporate discipline, cooperation, and
teamwork.”11 This revolution has not made manag-

ing any easier; in fact, Kanter suggests, “This consti-
tutes the ultimate corporate balancing act. Cut back
and grow. Trim down and build. Accomplish more,
and do it in new areas, with fewer resources.”12

Clearly, some corporations will embrace these chal-
lenges with more success than others; the following
section will shed some light on how “giants learn to
dance.”13
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EXHIBIT 7.5

Characteristics of Five Companies, Ranging from Most to Least Entrepreneurial

Companies Studied

Chipco Radco Medco Finco Utico

Percent of effective 71% 69% 67% 47% 33%
managers with 
entrepreneurial 
accomplishments

Economic trend Steadily up Trend up but Upward trend Mixed Downward trend
now down

Change issues Change normal; Change normal in Reorganized 2–3 Change a shock; Change a shock; 
constant change in products, technolo- years ago to install new top management undergoing 
product generation; gies; changeover to matrix; normal group from outside reorganization to 
proliferating staff second management product and reorganizing and install matrix and
and units. generation with technology changes. trying to add add competitive

new focus. competitive market market posture and
posture. reducing staff.

Organization Matrix Matrix in some Matrix in some Divisional; unitary Functional 
structure areas; product lines areas. hierarchy within organization; 

act as quasi divisions. division; some central currently overlaying
officers. matrix of regions 

and markets.

Information flow Decentralized Mixed Mixed Centralized Centralized

Communication Free Free Moderately free Constricted Constricted
emphasis Horizontal Horizontal Horizontal Vertical Vertical

Culture Clear, consistent; Clear, though in Clear; pride in Idiosyncratic; Clear but 
favors individual transition from company; belief that depends on boss undergoing 
initiative. invention emphasis talent will be and area. changes; favors 

to routinization rewarded. security, 
and systems. maintenance, and 

protection.

Emotional climate Pride in company, Uncertainty Pride in company; Low trust; high High uncertainty, 
team feeling, some regarding team feeling. uncertainty. confusion.
burnout. changes.

Rewards Abundant; visibility, Abundant; visibility, Moderately Scarce; primarily Scarce; promotion
chance to do more chance to do more abundant; monetary. and salary freeze;
challenging work in challenging work in conventional. recognition by 
the future, and get the future, and get peers grudging.
bigger budget bigger budget 
projects. projects.

Source: Reprinted by permission of Harvard Business Review. From “Middle Managers as Innovators” by Rosabeth Moss Kanter, July-August 1982,
p. 103. Copyright © 1982 by the Harvard Business School Publishing Corporation; all rights reserved.

11 Rosabeth Moss Kanter, When Giants Learn to Dance (New York: Simon & Schuster, 1989), pp. 9–10.
12 Ibid., p. 31.
13 Ibid.
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Chapter 7 The Entrepreneurial Manager 275

Operations/
Production

Manufacturing
Management
Managing production
to produce products
within time, cost, and
quality constraints;
knowledge of
Manufacturing
Resource Planning; etc.

Inventory Control
Using techniques of
controlling in-process
and finished goods
inventories, etc.

Cost Analysis 
and Control
Calculating labor and
materials costs;
developing standard
cost systems;
conducting variance
analyses; calculating
overtime labor needs;
managing and
controlling costs; etc.

Quality Control
Setting up inspection
systems and standards
for effective control of
quality in incoming, in-
process, and finished
goods; etc.

Production
Scheduling 
and Flow
Analyzing work flow;
planning and
managing production
processes; managing
work flow; calculating
schedules and flows
for rising sales levels;
etc.

Purchasing
Identifying appropri-
ate sources of supply;
negotiating supplier
contracts; managing
the incoming flow of
material into inventory,
etc.
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Job Evaluation
Analyzing worker
productivity and needs
for additional help;
calculating cost-saving
aspects of temporary
versus permanent help;
etc.

Finance

Accounting
Determining
appropriate
bookkeeping and
accounting systems;
preparing and using
income statements and
balance sheets;
analyzing cash flow,
breakeven,
contribution, and profit
and loss; etc.

Capital Budgeting
Preparing budgets;
deciding how best to
acquire funds for
startup and growth;
forecasting funds
needs; etc.

Cash Flow
Management
Managing cash
position, including
projecting cash
requirements; etc.

Credit and
Collection
Management
Developing credit
policies and screening
criteria, etc.

Short-Term
Financing
Managing payables
and receivables; using
interim financing
alternatives, managing
bank and creditor
relations; etc.
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Chapter 7 The Entrepreneurial Manager 279

Feedback
Providing effective
feedback or receiving
it; etc.

Conflict
Management
Confronting
differences openly and
obtaining resolution;
using evidence and
logic; etc.

Teamwork 
and People
Management
Working with others to
achieve common
goals; delegating
responsibility and
coaching
subordinates, etc.

Build a Brain Trust

Law

Corporations
Understanding the
Uniform Commercial
Code, including forms
of organization and the
rights and obligations
of officers,
shareholders, and
directors; etc.

Contracts
Understanding the
requirements of
government and
commercial contracts,
licenses, leases, and
other agreements; etc.
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Taxes
Understanding state
and federal reporting
requirements;
understanding tax
shelters, estate
planning, fringe
benefits, and so forth;
etc.

Securities
Understanding
regulations of the
Security and Exchange
Commission and state
agencies concerning
the securities, both
registered and
unregistered; etc.

Patents and
Proprietary Rights
Understanding the
preparation and
revision of patent
applications;
recognizing strong
patent, trademark,
copyright, and
privileged information
claims; etc.

Real Estate
Understanding
agreements necessary
for the rental or
purchase and sale of
property; etc.

Bankruptcy
Understanding options
and the forgivable and
nonforgivable
liabilities of founders,
officers, directors, and
so forth; etc.

Unique Skills
List uníque
competencies required.
1.
2.
3.
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Part II—Managerial Assessment

Part II involves assessing management strengths and weak-
nesses, deciding which areas of competence are most criti-
cal, and developing a plan to overcome or compensate for
any weaknesses and to capitalize on management strengths.

STEP 1
Assess management strengths and weaknesses:

Which management skills are particularly strong?

Which management skills are particularly weak?

What gaps are evident? When?

STEP 2
Circle the areas of competence most critical to the success
of the venture, and cross out those that are irrelevant.

STEP 3
Consider the implications for you and for developing the
venture management team.

What are the implications of this particular constella-
tion of management strengths and weaknesses?

Who in your team can overcome or compensate for
each critical weakness?

How can you leverage your critical strengths?

What are the time implications of the above actions?
For you? For the team?

How will you attract and fill the critical gaps in your
weaknesses?

STEP 4
Obtain feedback. If you are evaluating your management
competencies as part of the development of a personal en-
trepreneurial strategy and planning your apprenticeship,
refer back to “Crafting a Personal Entrepreneurial Strat-
egy” in Chapter 1. Complete this exercise if you have not
done so already.
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Chapter 7 The Entrepreneurial Manager 283

production capabilities at a small electronics firm. Soon
after that, I started working for this company called
Solectria; that was right up my alley.

As a sales engineer at Solectria—a Massachusetts-
based designer and manufacturer of sustainable trans-
portation and energy solutions—Jim helped clients con-
figure electric drive systems for a wide range of
vehicles. He loved the work and developed an expertise
in using spreadsheets to calculate the most efficient lay-
out of motors, controllers, power converters, and other
hardware. By 1999, though, he decided that it was
once again time to move on:

Solectria had a great group of people, but my boss was
a micromanager and I wasn’t going to be able to grow.
I found an interesting job in San Francisco as a produc-
tion manager for a boat manufacturing company—
coordinating the flow of parts from seven or eight sub-
contractors. When the [Internet] bubble burst, the boat
company wasn’t able to raise capital to expand. My
work soon became relatively mundane, so I left.

This time, though, Jim decided to head back to
school:

I had now worked for a bunch of different businesses
and I had seen some things done well, but a lot of
things done wrong. I knew that I could run a good com-
pany—something in renewable energy, and maybe
something with gadgets. I still had a lot to learn, so I ap-
plied to the MBA program at Babson College. I figured
that I could use the second-year EIT2 module to incubate
something.

Opportunity Exploration

Between his first and second year at Babson, Jim applied
for a summer internship through the Kauffman Program.
He sent a proposal to the Spire Corporation—a publicly
traded manufacturer of highly engineered solar electric
equipment—about investigating the market and feasibil-
ity of solar-powered trash compactors. Jim had dis-
cussed his idea with someone he knew on the board,
and the same week that the HR department informed
him that there were no openings, he got a call from the
president of the company:

Roger Little had talked with the board member I knew
and said that while they weren’t interested in having me
write a case study on some solar whatever-it-was, he

said they’d like me to write some business plans for
Spire—based on their existing opportunities and exist-
ing operations. I said sure, I’ll take it.

That summer, Jim worked with the executive team to
complete three business plans. When they asked him to
stay on, Jim agreed to work 15 hours per week—on top
of his full-time MBA classes. Every month or so he would
bring up his idea for a solar-powered trash compactor
with the Spire executives, but their answer was always
the same:

I was trying to get them to invest in my idea or partner
with me in some way, and these guys kept saying, “It’ll
never work.” So I just kept working on them. I did the cal-
culations to show them that with solar we could do 10
compactions a day and have plenty [of electric charge]
on reserve for a run of cloudy weather. Finally, they just
said that they don’t get into end-user applications.

Early in his second year, Jim attended a product de-
sign fair featuring young engineers from Babson’s new
sister school, the Franklin W. Olin School of Engineer-
ing. He connected with Jeff Satwicz, an engineering stu-
dent with extensive experience in remote vehicle testing
for the Department of Defense. When Jim got involved
with a project that required engineering capabilities, he
knew whom to call:

I went up the hill to Olin to ask Jeff if he’d like to help de-
sign a folding grill for tailgating—he said sure. It’s
funny, the two schools are always talking about working
together like that, but it doesn’t happen until the students
sit in the café together and exchange ideas. That’s how
it works; the faculty wasn’t involved—and they didn’t re-
ally need to be.

Although Jim didn’t stay with the grill team, the proj-
ect had forged a link with an engineer with a penchant
for entrepreneurship. Now certain of his trajectory, Jim
incorporated the Seahorse Power Company (SPC)—a
nod to his ultimate aspiration of developing power sys-
tems that could harness the enormous energy of ocean
waves and currents.

Understanding that sea-powered generators were a
long way off, Jim began to investigate ways to serve well-
capitalized ventures that were developing alternative-
energy solutions. One idea was to lease abandoned oil
wells in California for the purpose of collecting and sell-
ing deep-well data to geothermal energy businesses that
were prospecting in the area. When Jim sought feed-
back, he found that even people who liked his concept
invariably pointed him in a different direction:

Everybody kept telling me that wind was where it’s at—
and they were right; it’s the fastest growing energy
source in the world. All the venture capitalists are look-
ing at wind power. I realized, though, that if I was go-
ing to make wind plants, I’d have to raise $200 million
to $500 million—with no industry experience. Impossi-
ble. So instead, I started looking at what these [wind-
plant ventures] needed.

C
op

yr
ig

ht
 ©

 T
he

 M
cG

ra
w

-H
ill

 C
om

pa
ni

es
, 

In
c.

2 The Entrepreneurship Intensity Track (EIT) was a compressed and
highly focused entrepreneurial curriculum for graduate students at
Babson College. The program provided a select group of MBAs
with the necessary skills to take a business idea through the critical
stages of exploration, investigation, and refinement. The program’s
individual flexibility tailored each student’s education to best fit their
perceived market opportunity, and enabled them to fund and
launch their business during the spring of their second year.
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The DAQ Buoy

Jim discovered that The Cape Wind Project, a company
working to build a wind farm on Nantucket Sound, had
erected a $2.5 million, 200-foot monitoring tower to
collect wind and weather data in the targeted area. Jim
felt that there was a better way:

Meteorological testing is a critical first step for these
wind businesses. I thought, whoa, they’ve just spent a lot
of money to construct a static tower that probably won’t
accurately portray the wind activity in that 25-square-
mile area. And without good data, it’s going to be really
hard for them to get funding.

My idea was to deploy data buoys that could be
moved around a site to capture a full range of data
points. I spent about six months writing a business plan
on my data acquisition buoy—the DAQ. I figured that to
get to the prototype stage I’d need between $5 million
and $10 million. This would be a pretty sophisticated
piece of equipment, and a lot of people worried that if
a storm came up and did what storms typically do to
buoys, we’d be all done. I was having a hard time get-
ting much traction with investors.

Finding the Waste

Even while he was casting about for a big-concept oppor-
tunity, Jim had never lost sight of his solar compactor idea.
With the spring semester upon him, he decided to see if
that business would work as an EIT endeavor. Although he
was sure that such a device would be feasible—even
easy—to produce, he didn’t start to get excited about the
project until he took a closer look at the industry:

I did an independent study to examine the trash industry.
I was about a week into that when I looked at the market
size and realized that I had been messing around with
expensive, sophisticated business models that didn’t of-
fer close to the payback as this compactor would.

U.S. companies spent $12 billion on trash recepta-
cles in 2000, and $1.2 billion on compaction equipment
in 2001. The average trash truck gets less than three
miles to the gallon and costs over $100 an hour to op-
erate. There are lots of off-grid sites3 that have high trash
volumes—resorts, amusement parks, and beaches—and
many are getting multiple pickups a day. That’s a
tremendous waste of labor and energy resources.

Joining him in the EIT module was first-year MBA
candidate Alexander Perera. Alex had an undergradu-
ate degree in environmental science from Boston
University, as well as industry experience in renewable
energy use and energy efficiency measures. The pair
reasoned that if a solar-compactor could offer significant

savings as a trash collection device, then the market
could extend beyond the off-grid adopters to include
retail and food establishments, city sidewalks, and hotels
(see Exhibit 1).

Gearing Up

By the time the spring semester drew to a close, they
had a clear sense of the market and the nature of the op-
portunity—in addition to seed funding of $22,500:
$10,000 from Jim’s savings, and $12,500 through the
hatchery program at Babson College. Since solar
power was widely perceived as a more expensive,
more complex, and less efficient energy source than
grid power, it was not surprising to discover that the
competition—dumpster and compaction equipment
manufacturers—had never introduced a system like this.
Nevertheless, Jim and Alex were certain that if they
could devise a reliable solar-powered compactor that
could offer end-users significant cost savings, estab-
lished industry players could be counted on to aggres-
sively seek to replicate or acquire that technology.

Understanding that patent protections were often
only as good as the legal minds that drafted them, Jim
had sought out the best. The challenge was that most of
the talented patent attorneys he met with were far out-
side of his meager budget. In May 2003, Jim got a
break when he presented his idea at an investor forum:

I won $1,500 in patent services from Brown and
Rudnick.4 That might not have taken me too far, but they
have a very entrepreneurial mind-set. They gave me a
flat rate for the patent—which is not something many
firms will do. I paid the $7,800 up front, we filed a pro-
visional patent in June, and they agreed to work with me
as I continued to develop and modify the machine.
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ParksUrban
& Muni Hotel &

Resorts

University
& Corp.
Campus

Retail &
Food

Amuse-
ment

Stadiums
& Special

Events

Low Remoteness High
Low

Waste
Volume

High

EXHIBIT 1

Target Customers

3 Sites without electrical power. 4 Brown Rudnick Berlack Israels, LLP, Boston, Massachusetts.
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Jim’s efforts had again attracted the interest of Olin
engineer Jeff Satwicz, who in turn brought in Bret
Richmond, a fellow student with experience in product
design, welding, and fabrication. When the team con-
ducted some reverse engineering to see if the vision was
even feasible, Jim said they were pleasantly surprised:

I found a couple of kitchen trash compactors in the want
ads and bought them both for about 125 bucks. We
took them apart, and that’s when I realized how easy
this was going to be . . . of course, nothing is ever as
easy as you think it’s going to be.

Pitching without Product

Figuring that it was time to conduct some hard field re-
search, they decided to call on businesses that would be
the most likely early adopters of an off-grid compactor.
Alex smiled as he described an unexpected turn of events:

We had a pretty simple client-targeting formula: remote-
ness, trash volume, financial stability, and an apprecia-
tion for the environmental cachet that could come with a
product like this. Literally the first place I called was the
ski resort in Vail, Colorado. Some eco-terrorists had re-
cently burned down one of their lodges to protest their
expansion on the mountain, and they were also dealing
with four environmental lawsuits related to some kind of
noncompliance.

This guy Luke Cartin at the resort just jumped at the
solar compactor concept. He said, “Oh, this is cool. We
have a lodge at Blue Sky Basin that is an hour and a half
round trip on a snow cat. We pick up the trash out there
three or four times a week, sometimes every day. We
could really use a product like that . . .” That’s when you
put the phone to your chest and think, oh my gosh . . .

Jim added that after a couple of conference calls,
they were suddenly in business without a product:

I explained that we were students and that we had not
actually built one of these things yet (sort of). Luke asked
me to work up a quote for three machines. They had
been very open about their costs for trash pickup, and I
figured that they’d be willing to pay six grand apiece. I
also had a rough idea that our cost of materials would
fall somewhat less than that.

Luke called back and said that they didn’t have the
budget for three, but they’d take one. I was actually re-
ally happy about that, because I knew by then that mak-
ing just one of these was going to be a real challenge.

In September, SPC received a purchase order from
Vail Resorts. When Jim called the company to work out
a payment plan with 25 percent up front, Luke surprised
them again:

He said, “We’ll just send you a check for the full
amount, minus shipping, and you get the machine here
by Christmas.” That was great, but now we were in real

trouble because we had to figure out how to build this
thing quickly, from scratch—and on a tight budget.

Learning by Doing

The team set out to design the system and develop the
engineering plans for the machine that SPC had now
trademarked as the “BigBelly Solar-Powered Trash Com-
pactor.” Although his Olin team was not yet versant with
computer-aided design (CAD) software, Jim saw that as
an opportunity:

These guys were doing engineering diagrams on paper
with pens and pencils—but now we were going to need
professional stuff. I said that we could all learn CAD to-
gether, and if they made mistakes, great, that’s fine;
we’d work through it.

Concurrent to this effort was the task of crunching the
numbers to design a machine that would work as prom-
ised. As they began to source out the internal compo-
nents, they searched for a design, fabrication, and man-
ufacturing subcontractor that could produce the steel
cabinet on a tight schedule. Although the team had ex-
plained that SPC would be overseeing the entire process
from design to assembly, quotes for the first box still
ranged from $80,000 to $400,000. Jim noted that SPC
had an even bigger problem to deal with:

On top of the price, the lead times that they were giving
me were not going to cut it; I had to get this thing to Col-
orado for the ski season!

So, we decided to build it ourselves. I went to a local
fabricator trade show and discovered that although they
all have internal engineering groups, some were willing
to take a loss on the research and development side in
order to get the manufacturing contract.

We chose Boston Engineering since they are very
interested in developing a relationship with Olin engi-
neers. They gave me a hard quote of $2,400 for the
engineering assistance, and $2,400 for the cabinet. By
this time we had sourced all the components we
needed, and we began working with their engineer to
size everything up. Bob Treiber, the president, was
great. He made us do the work ourselves out at his
facility in Hudson (Massachusetts), but he also mentored
us, and his firm did a ton of work pro bono.

Fulfillment and Feedback

As the Christmas season deadline came and went, the
days grew longer. By late January 2004, Jim was work-
ing through both of the shifts they had set up, from four
in the morning to nearly eleven at night. In February, they
fired up the device, tested it for three hours, and shipped
it off to Colorado (see Exhibit 2). Jim met the device at
their shipping dock, helped unwrap it, met the staff, and
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put a few finishing touches on the machine. Although it
worked, even at zero degree temperatures, it had never
been tested in the field. Jim left after a few days, and for
two weeks, he endured a deafening silence.

Jim wrestled with how he could check in with SPC’s
first customer without betraying his acute inventor’s
angst about whether the machine was still working, and
if it was, what Vail thought about it. Finally, when he
could stand it no longer, he placed the call under the
guise of soliciting satisfied-customer feedback. The news
from Vail nearly stopped his heart:

They said that they had dropped the machine off a fork-
lift and it fell on its face. Oh man, I thought; if it had
fallen on its back, that would have been okay, but this
was bad—real bad. And then Luke tells me that it was a
bit scratched—but it worked fine. He told me how
happy they were that we had made it so robust. When
I asked how heavy the bags were that they were pulling
out of the thing, he said, “I don’t know; we haven’t emp-
tied it yet . . .” I was astounded.

As it turned out, the Vail crew discovered that the
single collection bag was indeed too heavy—a two-bin
system would be more user-friendly. The resort also sug-
gested that the inside cart be on wheels, that the access
door be in the back, and that there be some sort of wire-
less notification when the compactor was full.

As the SPC team got to work incorporating these
ideas into their next generation of “SunPack” com-
pactors, they were also engineering a second product
that they hoped would expand their market reach to
include manufacturers of standard compaction dumpsters.
The “SunPack Hippo” would be a solar generator de-
signed to replace the 220-volt AC-power units that were
used to run industrial compactors. The waste hauling
industry had estimated that among commercial cus-
tomers that would benefit from compaction, between 5

and 20 percent were dissuaded from adopting such sys-
tems because of the setup cost of electrical wiring. SPC
planned to market the system through manufacturing
and/or distribution partnerships.

Protecting the Property

While the interstate shipment of the BigBelly had give
SPC a legal claim to the name and the technology, Jim
made sure to keep his able patent attorneys apprised of
new developments and modifications. SPC had applied
for a provisional patent in June 2003, and they had one
year to broaden and strengthen those protections prior
to the formal filing. As that date approached, the attor-
neys worked to craft a document that protected the in-
ventors from infringement, without being so broad that it
could be successfully challenged in court.

The SPC patents covered as many aspects of Sun
Pack products as possible, including energy storage,
battery charging, energy draw cycle time, sensor con-
trols, and wireless communication. The filing also speci-
fied other off-grid power sources for trash compaction
such as foot pedals, windmills, and water wheels.

Even without these intellectual property protections,
though, Jim felt that they had a good head start in an
industry segment that SPC had created. Now they had
to prove the business model.

The Next Generation

While the first machine had cost far more to build than
the selling price, the unit had proven the concept and
been a conduit for useful feedback. A production run of
20 machines, however, would have to demonstrate that
the business opportunity was as robust as the prototype
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EXHIBIT 2

The BigBelly Arrives in Vail
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beaches on Nantucket, and Harvard University. Fifty
percent down-payment deposits should be coming in
soon, but that won’t cover what we’ll need to get this
done.

Projections and Funding

During this “early commercialization period,” Jim was
committed to moderating investor risk by leveraging on-
campus and contractor facilities as much as possible.

The company was hoping to close on an A-round of
$250,0006 by early summer to pay for cost-reduction
engineering, sales and marketing, and working capital.
The following year the company expected to raise a
B-round of between $700,000 and $1 million.

SPC was projecting a positive cash flow in 2006 on
total revenues of just over $4.7 million (see Exhibit 6).
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EXHIBIT 5

BigBelly CAD Schematic

EXHIBIT 6

SPC Financial Projections

2004 2005 2006 2007 2008

BigBelly unit sales 50 300 1,200 3,600 9,000

BigBelly revenues $225,000 $1,200,000 $4,200,000 $10,800,000 $22,500,000

Hippo royalty revenues 0 120,000 525,000 1,620,000 3,937,500

Total income 225,000 1,320,000 4,725,000 12,420,000 26,437,500

COGS 146,250 660,000 2,100,000 4,860,000 9,000,000

Gross income 78,750 660,000 2,625,000 7,560,000 17,437,500

SG&A 400,000 1,600,000 2,600,000 5,000,000 11,000,000

EBIT ($321,250) ($940,000) $25,000 $2,560,000 $6,437,500

6 Based on a pre-money valuation of $2.5 million. The principal and
interest on this seed-round note would convert into equity at the
A-round with an additional 30 percent discount to A-round
investors. Seed-round investors would have the right to re-invest in
the A-round to offset dilution.
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Chapter 7 The Entrepreneurial Manager 289

The team felt that if their products continued to perform
well, their market penetration estimates would be highly
achievable (see Exhibit 7). Jim estimated that by 2008,
SPC would become an attractive merger or acquisition
candidate.

In January 2004, as Jim began work on drafting an
SBIR7 grant proposal, his parents helped out by invest-
ing $12,500 in the venture. That same month, while at-
tending a wind energy conference sponsored by Brown
and Rudnick, Jim overheard an investor saying that he
was interested in putting a recent entrepreneurial wind-
fall to work in socially responsible ventures. Jim decided
it was worth a try:

I gave him my three-minute spiel on the compactor. He
said that it sounded interesting, but that he was into
wind power—after all, this was a wind-power confer-
ence. “Well then,” I said, “have I got a business plan for
you!”

That afternoon Jim sent the investor the most recent
version of the data acquisition buoy business plan. That
led to a three-hour meeting where the investor ended up
explaining to Jim why the DAQ was such a good idea.
Jim said that the investor also understood how difficult it
would be to get the venture fully funded:

[The investor] said, “Well, I sure wish you were doing
the data acquisition buoy, but I can also see why
you’re not.” I assured him that my passion was, of

course, offshore wind, and that it was something I was
planning to do in the future. So he agreed to invest
$12,500 in the compactor—but only because he
wanted to keep his foot in the door for what SPC was
going to do later on.

In February, after the folks at Vail had come back
with their favorable review, Jim called on his former in-
ternship boss at the Spire Corporation. Roger Little was
impressed with Jim’s progress, and his company was in
for $25,000. In April, the team earned top honors in the
2004 Douglas Foundation Graduate Business Plan
Competition at Babson College. The prize—$20,000
cash plus $40,000 worth of services—came with a
good deal of favorable press as well. The cash, which
Jim distributed evenly among the team members, was
their first monetary compensation since they had begun
working on the project.

Although SPC could now begin to move ahead on
the construction of the next 20 cabinets, Jim was still
focused on the search for a rather uncommon breed of
investor:

This is not a venture capital deal, and selling this idea to
angels can be a challenge because many are not so-
phisticated enough to understand what we are doing. I
had one group, for example, saying that this wouldn’t
work because most trash receptacles are located in al-
leys—out of the sun.

Here we have a practical, commonsense business,
but since it is a new technology, many investors are un-
sure of how to value it. How scalable is it? Will our
patent filings hold up? Who will fix them when they
break?
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EXHIBIT 7

Market Size and Penetration

2004 2005 2006 2007 2008

Top-Down

SunPack market* (billion) $1.0 $1.0 $1.0 $1.0 $1.0

SunPack % penetration 0.0% 0.1% 0.5% 1.2% 2.6%

Bottom-Up

Total potential customers** 30,000 30,000 30,000 30,000 30,000
Potential units/customer 20 20 20 20 20

Total potential units 600,000 600,000 600,000 600,000 600,000

Cumulative units sold 50 350 1,550 5,150 14,150
Cumulative % penetration 0.0% 0.1% 0.3% 0.9% 2.4%

*Assume $600,000 BigBelly market (5% of $12 billion waste receptacles sold to target segments) plus a $400,000 power unit market
($1.2 billion compacting dumpsters sold/$12,000 average price � $4,000 per power unit).

**Assume 400 resorts, 600 amusement parks, 2,000 university campuses, 5,000 commercial campuses, 2,200 hotels, 4,000 municipali-
ties, 57 National Parks, 2,500 state parks and forests, 3,700 RV parks and campgrounds, and 17,000 fast-food and retail outlets.

7 The Small Business Innovation Research (SBIR) Program was a source of
government grant funding driven by 10 federal departments and
agencies that allocated a portion of their research and development
capital for awards to innovative small businesses in the United States.
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