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Up-Coming Meeting

E-Commerce: Turning Bricks to
Clicks at Internet Speed
By Julie Lewis, MTDC

A

cross the nation, start-up companies are
attacking every existing SIC code in hopes
of starting the next Amazon.com of e-commerce. Most brick-and-mortar companies, if
they haven’t already done so, have created internal initiatives on how to expand their on-line
presence. Business-to-business e-commerce has
exploded. Last year, businesses spent $43.1 billion on Internet-based purchases from other
corporations, according to Forrester Research,
Inc. This year Forrester estimates, such spending
will leap to $109.3 billion.
Consumers’ on-line spending is surging
nearly as fast. According to Jupiter
Communications, consumers this year are
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expected to spend $12 billion shopping on-line,
up from $7.1 billion last year.
The December 14, 1999 WPI Venture Forum
will address how two different e-commerce businesses, one in the business-to-consumer sector,
and one in the business-to-business space, are
positioned to capture a portion of these fastgrowing markets. Hang tight…as the world
moves from bricks to clicks at Internet speed.
The Speaker
The WPI Venture Forum welcomes Misha Katz,
co-founder and vice president of new technology
of Furniture.com, as its keynote speaker for the
evening of Tuesday, December 14. Katz will
address how the company grew from ground
zero to over a 200-person company today. He was
instrumental in establishing Furniture.com’s use
of cutting-edge technology to give consumers a
well-rounded shopping experience and continues to seek new ways to make it even more exciting and user friendly. As vice president of product
development, Katz is responsible for developing
the architecture and functionality of
Furniture.com’s Web site, as well as integrating
technology into other aspects of the business.
Katz is no stranger to the Web. He began working
with the Internet in 1994, while the technology
was still in its infancy. He also attended WPI until
he caught the Internet bug to start
Furniture.com.
Furniture.com is the e-commerce leader and
innovator in the growing $178 billion U.S. furniture and home furnishings market. According to

Forrester Research,
on-line sales of home
goods and accessories will surpass the
$3.5 billion mark by
2003. Furniture.com,
a privately held
Framingham-based
company, sells furnishings for every
Misha Katz, co-founder
and vice president of new
major room, as
technology of Furniture.com well as outdoor furniture, mattresses, and
accessories. The company offers more than 50,000
products from 150 manufacturers as well as design
consultants and in-home setup services.
Although Furniture.com has its roots in a
brick-and-mortar store, they transitioned to a
company delivering product directly from manufacturers with no inventory or warehouses. The
company first went on-line in July 1997 and
completed its first round of financing in

▼

Tuesday, December 14, 1999
WPI Campus, Salisbury Labs
Registration: 6:00pm
Meeting Begins: 6:30pm
Admission Fee: $5. Members
$10. Non-members

continued on page 8
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Letter From the Chair

The Internet Economy
Shari Worthington

J

ohn Chambers of Cisco ( www.cisco.com)
likes to say that the companies who will thrive
in what has become the Internet economy are
those who will grasp its importance first and get
wired before the rest of the world realizes they
have to change. Says Chambers, “If you do that
faster than your competitors, there’s only one
thing you’ll have to say to them - ‘game over’.”
So, should you worry about the impact the
Internet is going to have on your business?
Should you be concerned that your competitors
are doing a better job online presenting their
company, products, and services? Absolutely!
Here’s why...
• Big money. Companies did $43 billion in business-to-business transactions over the Internet
in 1998. By 2003, it will rise to $1.3 trillion,
accounting for almost 10% of all business-tobusiness sales. (Forrester Research)
• Global market. In 2003, the US will account
for about 50% of Internet-based commerce,
compared with 75% in 1998. (International
Data Corp.)
• Large reach. Business users on the Net will
grow from nearly 53 million in 1999 to 180
million by 2004. The number of people surfing from home will grow from 97 million in
1999 to 240 million by 2004. (Ovum Ltd.)
• Your competitors are catching on. The number of e-business web sites will top 1 million by
2003, up from 700,000 now. (International
Data Corp.)
Internet Commerce
But where do you start? How do you embrace ecommerce and take advantage of its benefits?
Start by attending our December 14th monthly
meeting, aptly titled, “Internet Commerce.”
Come listen to and network with those companies who are leading the way in the virtual world
of the new millennium.
Whether or not you’re actually taking orders
over the Internet, the reality is that merely having a web site puts you in the position of selling
online. Make sure you’re putting your best foot
forward and positioning your company in the
best possible light. Today, the Web is the first
place many business customers turn to find
product/service information, dig up technical

articles and tutorials in their field,
and consult with
experts.
In his bestselling book,
The
Lexus
and the Olive
Tree, Thomas
Friedman provides an interesting perspective on the implications of our
wired, global world, “To do business on the
Internet is by definition to be global. Therefore,
you have to think globally and you have to think
about what will appeal to and attract global buyers of whatever you are selling. And you’d better
be able to assure customers that you can ship
your goods in a timely and safe fashion, that
their credit card number will be safe in your site,
that money can be transferred according to
international standards, laws, and best practices,
and that all accounting and commercial issues
will be dealt with according to international
norms.”
Make sure you’re prepared for the new millennium. See you at the December 14th meeting.
As always, may all your ventures be successful!

Shari Worthington is the President of Cirrus
Technology, a 12-year old marketing, Web development,
and e-commerce firm specializing in the high-tech markets. She can be reached at 508-755-5242, e-mail:
sharilee@aol.com, Web: www.CirrusMarketing.com. VF

WPI VENTURE FORUM
CALENDAR OF EVENTS
December 14, 1999 – Internet Commerce
January 18, 2000 – Business in the New
Millennium
February 15, 2000 – Guerilla Marketing
March 21, 2000 – Directors and Advisors
April 18, 2000 – Finding the Funds
May 16, 2000 – Strategic Alliances:
“Ask the Experts” second half of program
(Alden Hall)
June 13, 2000 – Business Plan Contest

Past Meeting Summary

Perfecting Your Pitch to the VC’s
By Phyllis Hanlon

L

ucts and founded
several companies.
He started his first
company, concentrating on photography, while still in college. At the age of 19
he devised a “bionic
control” system for
quadriplegics whereby a whistling sound
could turn lights on
and off, change a
television channel
and perform other From left to right: Tim Healy, Commonwealth Capital Ventures; Donna Warshaw, North
basic
household Central Massachusetts Chamber of Commerce; Bette La Civita, CMC Funding
functions. His own
injuries in a car accident provided the impetus vision commercial editors - all commercials use
for this invention. Warner also created a hand- wide shots - they found the system to be useful
for their purposes. By making a few adjustments,
pedaled bike as his senior thesis project.
Passion eventually led to the birth of Avid Warner targeted this new audience and revoluTechnology. His first love had always been mak- tionized the editing business.
First year revenues for Avid Technology
ing videos. Editing them, however, was tedious
and time-consuming. In his effort to find a bet- peaked at around $1 million. By year three that
ter way to edit them, he ran into one stumbling number had risen to $21 million. Warner
block after another. His concept of non-linear learned that ideas have to be open to outside
editing met with resistance. Undaunted, Warner input. “On the one hand, you have to have pasquit his job in 1987 and took his passion, “his sion, go with your gut. But on the other, you need
insanity,” and began talking to people about his to be flexible. Listen to what other’s have to say.”
idea. “Entrepreneurs should not be afraid to dis- Warner reports that of the 105 prime time shows
cuss their ideas. The annals of stolen ideas are currently on the air, 101 use the Avid editing sysrelatively small. The annals of ideas that didn’t tem.
In order to demonstrate his theory on
get bedded properly is pretty big,” he said.
On September 9, 1987 Avid was born. Warner pitching to a venture capitalist firm, Warner
took the leap to incorporation. Now all he needcontinued on page 9
ed was venture funding. Again, summoning his
zeal, Warner enlisted a number of representatives
from post-production houses as well as thennewcomer Bill Kaiser, now a top venture capitalist in Boston, to view a prototype. To his delight,
the product was well received.
Initially Warner had targeted post-production
suites and the area of industrial editing as his
Berkent Ad Here
major market. However, he completely missed
the audience. The system produced “fuzzy pictures, no dissolves and no DVE.” In spite of the
lack of response, Warner kept plugging away. “I
hired sales people and a VP,” Warner said. His
efforts revealed a new potential audience. Since
picture quality was not a major concern for tele-

▼

ights! Camera! Action! A bit of Hollywood
excitement touched WPI on October 19
when Bill Warner, creator of Avid
Technology, visited the Venture Forum for its
monthly meeting. Warner’s innovative film editing system, the Avid Media Composer, won an
Emmy from the Academy of Television Arts and
Sciences in 1993 and an Academy Award in 1994.
“Avid was one of the easiest things I’ve ever
done,” he claims. He attributes the company’s
success to passion. Warner’s theme, “entrepreneurship comes from an individual as a starting
point and from a team as you build it,” is evident
by his personal accomplishments. “The core of
your business has to be something that is in your
heart. It’s all about what you want to do.” In
other words, passion.
Warner inspired and engaged the audience
from the start of his presentation. He displayed a
passion for life, a playful attitude and strong
entrepreneurial spirit. Warner demonstrated that
same fervor early in life as he invented new prod-

Altigen
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Sponsor’s Corner

Finding Equity Financing: The Top Ten
Don’ts and How to Turn Them into Do’s
By Julie Lewis, Associate, MTDC

1. Don’t: Start up a Company with a Cookie
Cutter Management Team
Example: “John Smith and I are the two
founders. We went to Brown University together
and met when we were both Economics majors.
We then went to Boston University and received
our MBA. After that, we worked at Compaq’s marketing department together.”
Many times the founders of companies start
off with similar backgrounds because they have
been in places where people have common interests. It is important to consider what each
founder’s strengths are so the company doesn’t
suffer from a cookie cutter management team
where all the founders have the same background. This can be remedied by discussing each
person’s functional role up front and how his or
her background makes him or her the best person for this role. Investors look for the best team

Harbor Law Group
Ad here
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to execute an idea, so having the skills and
industry expertise is crucial for each member of
the management team.
Do: Start up a company where the
founders have diverse, yet complementary skills to one another.
2. Don’t: Develop Technology for Technology’s
Sake
Example: “Our company has developed an automobile that utilizes waste products for energy.”
This syndrome is sometimes also called “a
cure looking for a disease”. Remember when you
start a company, it is helpful to know that you
are solving a problem that real customers are
willing to pay for. If your company is an environmental company, investors will look for the
double green standard (Bob Crowley) - the product is environmentally friendly and will generate
a positive bottom line to the income statement.
Do: Develop a technology based upon
an actual need in the market at a price
customers are willing to pay.
3. Don’t: Send out a Business Plan the Size of
the Yellow Pages
Example: “I know my business plan is the size of
the Yellow Pages, but my business is very complicated to explain.”
Investors like clean, articulate business plans
that they can stack in a pile or put in their bag.
Venture capitalists are some of the busiest people
in technology, so they appreciate a plan that is

well thought out, yet concise. Business plans vary
in length, but the recent trend is somewhere
between 25 to 35 pages. Avoid sending a binder,
or a bound plan. Binders make the plan hard to
stack and can be difficult to travel with. Bound
plans are hard to copy and to distribute to other
partners in the office. When sending your plan,
keep in mind the investor may be taking one
plan home that night, so try to increase the
chances your company will be picked by putting
it in a form that’s easily transported...the yellow
pages aren’t conducive to that.
Do: Send investors a clear, well articulated plan of 25 to 35 pages that can easily be copied, stacked or transported.
4. Don’t: Indicate There is No Competition
Example: “No one is doing what we are.”
Even if you really believe there is no competition, the existing way of doing things is perceived
as competition. There are a lot of smart people
out there and chances are someone is doing the
same concept in a garage somewhere. Investors
like to see that the entrepreneurs are smart and
paranoid enough to have thought through these
issues.
Do: Understand the competitive landscape for your opportunity. This is best
communicated to investors in a clean
chart showing different features of your
company and product compared to the
competition.

Excell Ad Here
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Y

ou have just quit your really cushy job to
embark on a journey of creating the next
killer application that you believe will turn
you into the Bill Gates of Worcester County. After
weeks of sweating over the business plan with
one of the other founders, you believe it’s time for
investors to “Show You the Money.” Before picking up the phone to call John Doerr at the prestigious Silicon Valley venture capital firm of
Kleiner, Perkins, Caufield & Byers, or any other
investor for that matter, you should consider
reading the following list of the “Top Ten Don’ts
and How to Turn Them Into Do’s”:

Continues

5. Don’t: Compare Your Company to
Superstars
Example: “We are the next Amazon.com,
Microsoft, eBay.”
Many companies try to present themselves as
a prospective investors’ next home run. However,
there are very few companies that make it to this
superstar status. Although it is good to think
optimistically, it is equally important to communicate in detail how you are going to execute the
business opportunity to be a successful, sustainable venture. Name-dropping success stories
don’t build credibility and can actually hurt you.
It is the investor’s job to judge if you will be the
next superstar.
Do: Communicate to the investor how
you will execute the opportunity to be a
successful, viable company.
6. Don’t: Lack Focus
Example: “We manufacture sensors that are
used in the sports, telecommunications, transportation and medical industries.”
It is important when you are first starting a
venture to be focused because you have limited
resources. If you try to be all things to all people,
it will be difficult to be successful in anything.
Different industries require different marketing
messages, distribution strategies and possibly a
different sales force. If you have done your
homework, you will know what industry is your
best initial focus given the management teams
backgrounds, customers’ ability to pay, sales
cycle and market size. As your company grows,
you can then consider expanding into new
segments.
Do: Have a focused strategy that reflects
the resources of the company.
7. Don’t: Act Like You are a Rocket Scientist
Example: “My company produces RF technology
targeted to customers that have LEO, GEO and
MEO systems. I am the top Ph.D. in the world in
this sector.”
Try not to alienate the investor by throwing
out your “TLAs” (three letter acronyms). If you
are in a highly specialized niche, chances are
that you will have to do a little bit of investor
education. If you assume too much prior knowledge, you may alienate the investor by using too
much industry jargon. Analogies work well here
to get your concept across quickly. You also

shouldn’t assume you are the only bright person
on the planet that understands the technology at
hand. If investors are interested in your venture,
they will do due diligence and find out if you are
the best and brightest through other people.
Therefore, be confident rather than cocky.
Do: Be patient with the investor and try
to tell your story without using too
much alienating industry jargon. Don’t
forget these are the people who will
hopefully be writing you a check.
8. Don’t: Discuss Valuation in your Business
Plan
Example: “Our company is worth a pre-money
valuation of $20 million.”
By writing your valuation in the business
plan, you may be undervaluing, or more likely
the case, overvaluing the company. This may
prevent your company from even getting an initial meeting with an investor. This should be left
out of the plan, but may be verbally communicated when the investor asks you for the valuation. Similar to salary negotiations, you want to
be careful not to price yourself out of the market.
Remember 10% of a billion-dollar company is a
lot more than 100% of a $1 million company.
Do: Have a realistic valuation in mind
and try to get the best possible
investors to help your company reach
its maximum potential.

invest under $1 million. If you mass mail your
plan, chances are most investors won’t fit the
profile and word will get out quickly that the
“deal has been shopped around”.
Do: Have a targeted list of investors whose profiles fit the requested
financing.
10. Don’t: Hound the Investors.
Example: “Hi…this is Michael Smith. I mailed
my business plan yesterday and was calling to
see if you received it.”
It is important to follow-up with the investor.
Many companies mail their plan and you never
hear from them again, while others call too
much. The follow-up barometer varies among
investors. However, at the end of the day, you
don’t want to cause the investor’s voice mail to
overflow, or to give his or her secretary carpal
tunnel syndrome. This sensitive issue is something you’ll have to gauge on a case by case
basis.
Do: Be proactive rather than a pest. VF

9. Don’t: Shop the Deal Around
Example: “We are seeking $500,000 to fund our
software development. Our plan was mailed last
week to New Enterprise Associates, Softbank and
CMGI.”
It is important to know something about
your investors before mailing your plan out.
With only 1% to 3% of deals screened actually
leading to financing by venture capitalists, it is
important to separate your company from the
masses. It is tough to get investors attention if
your plan was randomly mailed (AKA “Over the
Transom”). If you can, try to get an introduction
from someone you know. Additionally, do some
homework on the investors you are targeting.
What industries do they invest in? Have they
invested in a competitor? How much do they typically invest in any round of financing? What is
their minimum investment? Do they have geographical restrictions? Some investors won’t
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The Internet is Free…or is it?
By Pamela Sager, Esq. and Steven T. Sager, Esq.

A

s business owners, most of us have spent
time —and/or money—putting agreements in place with our customers, suppliers, partners, employees and the like to protect
our business assets. We’ve trademarked, copyrighted and patented our intellectual property.
We’ve developed brochures and marketing pieces
and written articles to get our message out. We’ve
developed snazzy ads. We’ve sat down with our
communications people, our accountants, and
our lawyers (hopefully!) to make sure it’s all
nicely wrapped and presented with a bow.
And then…the Internet comes along. We
develop our website. We throw everything we can
find on it, and press “go.” After all, it is cyberspace. There are no rules. Think again.
Legally speaking, it’s important to pay attention to certain “do’s and don’ts” when doing
business on the Internet – whether it’s e-commerce or not. In fact, it’s even more important to
follow the rules since the audience is so wide and
the likelihood of being noticed substantially
greater. Here are the highlights of what you
should be concerned about:
• Advertising. The rules that apply to print
and other media advertising also apply to
advertising on the Net. Whether it’s your ad or
an ad you post on your site, make sure you
consult the Federal Trade Commission advertising guidelines. Don’t engage in “unfair and
deceptive acts.” Don’t stretch the truth. Make
disclosures clear and conspicuous. Be careful
of “free” products, testimonials and endorsements, comparative advertising, and unsubstantiated claims. Check industry or activity

Hanlon
Ad here
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specific agencies and organizations that may
regulate your particular product or service.
Promotions and contests are also specifically
regulated by state law.
• Copyrights. Keep in mind that the creator of
an original work owns the copyright. The
copyright legend does not need to appear on
the work for it to be protected. This affects you
in two respects – your material and the material of others. As for your material, make sure
that it is clear that you own whatever copyrightable material appears on your site. A
good web development agreement should
clearly indicate who owns the material produced. Include a copyright legend at the bottom of each page on your site. The legend,
generally, should read: “©Sager & Sager,
1999. All rights reserved.”
As for the material of others (this includes
written words, sound bites, movie clips, pictures, drawings, articles…you get the picture), don’t use it without the permission of
the author. Be wary, too, of framing (linking
in such a way that another’s site comes up but
your site’s header is retained on the screen). It
can lead to confusion as to whose material is
being viewed, thus, potentially violating copyright laws.
• Trademarks. Generally, the same rule
applies to trademarks as to copyrights. Don’t
use someone else’s trademarks without their
express permission, whether on your site or in
your metatags. Don’t put your competitors’
names in your tags. It will almost certainly get
you in trouble. Protect your trademarks by
registering them – federally. A state registration just won’t help on the web. And when
linking without permission (which can be
risky), include the highlighted and/or underlined URL rather than an icon containing the
linkee’s logo.
• Privacy. If you are collecting information on
your site, in any way, including email addresses only, post a Privacy Statement and then
FOLLOW IT! The European Union is far ahead
of the US on privacy requirements but even
the FTC has published guidelines about what
site owner’s should be doing, and saying,

about privacy on their site. There are also
numerous bills pending in Congress. This is a
big, hot issue. You absolutely are required to
address the privacy issue if you collect information from children 13 and under. Also,
make sure the Privacy Statement is conspicuous. It doesn’t count if you hide it.
• Spam. ‘Netiquette says don’t do it, but if you
choose to pay attention to the various state
laws, make sure it is clear who the message is
coming from and allow the recipients to “optout” of receiving future communications.
• Jurisdiction. One of the beauties of doing
business on the Internet is that the world is
truly our market. However, along with that
comes the possibility of being sued in a court
halfway across the country (and perhaps even
halfway across the world!) Though the issue is
not settled and is subject to interpretation of
the various state courts, there are ways to
attempt to limit your exposure. First, if there’s
a choice regarding how interactive your site is,
less interactivity is better for jurisdictional
purposes. Second, make sure your Term and
Conditions on your site (yes, you probably
should have these!) make clear where all suits
must be brought and what law will govern.
• Online Agreements. If formulated right,
these are enforceable. The more specific
acknowledgement you require of your visitors,
the better. Require them to click “I agree” or
“Accepted” on your click-wrap agreements.
Also, if you don’t want to be bound to an order
as soon as it is sent from the customer, you
should make it clear that the order is not
accepted until an order acknowledgement is
sent. Otherwise, it may bind you.
The bottom line is this: legally, the Internet is
NOT free. There are rules that apply and failing to follow them may get you in more trouble than you bargained for. Do it right from
the start and you’ll save time and money in
the long run.
Pam Sager and Steve Sager are partners in the law firm
of Sager & Sager in Hopkinton, MA. They practice
business law, including high tech and Internet law,
and business litigation. They can be reached at or by
phone at 508 435-8787. VF

Successful Mergers and Acquisitions
By Daniel Roach, PricewaterhouseCoopers

The Case for Speed
Following the announcement of a transaction,
most companies go into a holding pattern and fail
to sort out action plans for day one. That’s just
their first mistake. Most managers are so busy
“sweating the small stuff,” waffling over the
vision statement, arguing over whose best practices are better, counting office supplies, and drawing organizational charts, that they lose sight of
what is really important: realizing net gain from
the deal both in the short and long term.

Internal issues divert energy and attention
from external markets, causing productivity to
slide and service to deteriorate. The longer it
takes to sort things out, the greater the likelihood
customers will take their business elsewhere,
product development will suffer, key people will
leave and competitors will develop counter measures.
Your competitors are not going to stop and
give you a break while your company tries to
cope with change. They are going to attack you
ruthlessly. At the same time you are deferring the
inevitable, they are talking to your repeat customers and circling around your best employees.
Maximize Value
The difference between a prolonged transition
and a speedy one is a shareholder value. An
accelerated transition maximizes the value
sought in a deal as quickly as possible. At the
same time, it minimizes the decline in performance that inevitably accompanies mergers,
acquisitions and other wrenching changes such
as joint ventures, spin-offs and organizational
restructuring.
A recent PricewaterhouseCoopers survey on
mergers and acquisitions found that speed leads
to fewer post-deal difficulties. Survey respondents
that accelerated the post-deal transition and
managed the process of integration on a fasttrack basis reported greater success in achieving
deal objectives and capturing high levels of performance.
Specifically, fast-transitioning companies
reported favorable results much more often than
their slower counterparts in the following areas:
gross margins, productivity, profitability, cash
flow, time to market and employee’s attitudes

and behaviors. They also had fewer problems
overcoming the incompatibility in management
practices, information systems and administrative procedures. So important is speed to the
transition process that nearly 90 percent of survey respondents reported that they should have
moved faster.
Accelerating the
Transaction
The financial community, recognizing the disruptive effects of a merger or acquisition, will tolerate a dip in productivity performance in the
first quarter after a deal is signed. However, there
are limits to this magnanimity. Companies are
expected to show signs of improvement by the
end of the second quarter. Organizations basically have about 100 days to get their acts together.
The following actions, taken simultaneously,
can help companies stabilize the organization,
generate momentum and capture early wins:
• Base Transition Strategy on the Value
Driver of the Deal. A post-deal “to-do” list
is a mind-numbing, heart-palpitating thing,
typically containing hundreds of actions
ranging from ordering new business cards to
reconciling sales territory. Trying to do everything at once is a losing proposition. Better to
focus post-deal resources - people, time, and
capital – on transaction actions that will yield
the fastest and greatest returns.
The first step in realizing gain from a deal is
to conduct a value driver analysis. This
process involves identifying the 20 percent of
actions that will drive about 80 percent of the
economic value of the deal with the greatest
probability of success in the shortest time
frame. The results will serve as the platform
for the ensuing transition.
• Aggressively Manage Communications.
Most post-deal communication (if there is any
at all) is about shooting from the hip and
hyping the deal to convince everybody that it
was a great idea. Too little time is spent
addressing the real concerns of real people
inside and outside the organization, who are
confused and anxious. In the absence of adequate information, the smallest bit of news
assumes monumental importance. The
rumor mill starts churning faster and

▼

H

igh tech mergers and acquisitions are not
so much announced as they are trumpeted with great fanfare. CEOs confidently
proclaim such benefits as competitive advantage,
new business opportunities, increased shareholder value and faster growth. Unfortunately, for all
the optimism, most deals in the technology
industry misfire. Too often, synergies are squandered and value goes untapped.
An estimated 80 percent of all major transactions over the past three years failed to meet
companies’ strategic goals and financial expectations. But, despite the low probability of success, mergers and acquisitions are on the rise, as
companies adapt to change in technology and
the marketplace, and try to meet investor’s
expectations.
The number of deals masks the fact that most
transactions do not work out. It is not unusual
for companies to attribute disappointing postdeal performance to high purchase premiums,
excessive leverage and the economy. While a
drop in performance is normal, most companies
do not recognize that the depth and duration of
the drop is highly contingent upon how management navigates the transition minefield.

continued on page 11
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Turning Bricks to Clicks at Internet Speed
Continued from front page

June 1998. In January 1999, Furniture.com completed a $10 million round of financing from
venture capital firms such as CMGI, Bessemer
Venture Partners and Brand Equity Ventures. The
company recently completed a $35 million
round of financing in June 1999 to fund an
aggressive brand-building program.
Katz will address consumers’ purchasing
habits in the new e-commerce paradigm. Do customers compare prices on the Web and then nego-

tiate with local furniture stores? Do they furniture
shop at local stores and then purchase the same
items at a discounted price on-line? How do you
convince manufacturers to sell to your on-line
store without upsetting their traditional distribution channels to physical retail stores? How do you
get mind share with all the Internet sites on the
Web? What strategic alliances are necessary with
other Internet companies? Furniture.com currently has marketing agreements with Yahoo!,
American Online, Go Network, Infoseek, Lycos
and Microsoft Network. The company also has
an affiliate program enabled by Be Free, Inc. and
is a sponsor of Excite@Home’s Excite.com,
WebCrawler.com and Excite Classifieds and
Auctions. Stay tuned. Furniture.com may be Wall
Street’s next e-commerce darling.

Case Presentation

Zero Stage Capital
Ad here
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The WPI Venture Forum is pleased to have
PartsDriver.com, Inc. present their business plan
to become an Internet-based business-to-business trading site for the aftermarket automotive
parts industry. Excess inventory is a long-standing and widespread problem across the global
Automotive Aftermarket Parts industry, costing
manufacturers billions of dollars in lost revenue
annually. Overall the Aftermarket - totaling $440
billion worldwide and $100 billion in the U.S.
alone, has yet to develop a cost-effective method
to deal with excess inventories, which range from
3% to 10% of annual sales.
PartsDriver.com is creating a win-win environment for manufacturers burdened with the
cost of carrying or scrapping excess inventories,
and for buyers operating within a cost-competitive environment. The company’s e-commerce
site will provide manufacturers with the opportunity to receive a competitive price for their excess
products, and buyers will gain exposure to a wide
range of new parts at attractive prices, providing
them an opportunity to improve profits. Direct
interface with Inventory Management Systems
will enable sellers to easily upload data with current inventories to the PartsDriver.com Web site.
Marc Lind, CEO, president and co-founder of
PartsDriver.com will present their business
opportunity. Prior to founding PartsDriver.com,
Lind worked at Analog Devices, where he managed multiple programs and a staff that provided document management services over the
Intranet to a globally-distributed user base.

Before that, he was a principal at Lind Associates
where he provided manufacturing and inventory
consulting services.
While in college, Lind worked in distribution
for Pelham Auto Parts, an aftermarket automotive parts distributor. He earned a Bachelor of
Business Administration with a concentration in
operations management and economics from
the University of Massachusetts at Amherst.
Matthew Pappas co-founded PartsDriver.com
with Marc Lind. Pappas is currently vice president of operations. He has five years of experience in software development and quality assurance in both large and start-up companies. He
also worked as an analyst at Fidelity Investments.
Pappas attended the University of Massachusetts
at Amherst where he pursued a Bachelor of Arts
in Economics.
Other members of management include Paul
Coccari, vice president of business development,
and Manheim Mack, vice president of technology and engineering. Coccari has over 25 years of
experience in marketing, sales, and business
development in the Aftermarket Automotive
Parts industry. Manheim Mack has nearly 10
years of experience in the development, application and management of information technology solutions to Fortune 500 companies.
The company is currently seeking an initial
round of financing between $3 million to $6 million. They anticipate needing an additional
round of financing in the same year of $8 million
to $12 million, and at least $20 million in the following year. Proceeds will be used to license and
integrate the core technologies for the Web site;
launch, market and support the service; and
build the staff and corporate infrastructure.
PartsDriver.com will present their business
plan at this event and be critiqued by a top-notch
panel of industry experts consisting of Misha
Katz, co-founder and vice president of new technology of Furniture.com; John White, Manager
of e-commerce - Yahoo!; and Jamie Goldstein,
principal of North Bridge Venture Partners, a
leading venture capital firm. The panel will
address the issues facing the company in such
areas as positioning, strategic alliances, financing and branding. The audience will also be able
to state their comments and ask questions.
Please join us for this exciting event on
December 14 to learn more about turning bricks
to clicks at Internet speed. VF

Perfecting Your Pitch to the VC’s
Continued from page 3

mation site.” He imagines an intimate, real time,
one-to-one relationship with his customers; a service not presently available on the Internet.
Proctor promotes trust as his “brand essence.
Through software and tutorials, he plans to offer
“real world solutions online.”
Over the past year his business has evolved,
according to Proctor. His business plan has
changed from its inception “and may change
again.” To date, Proctor has invested much time
and research in the company.
“A company is nothing without a brand
name,” he said. BrandTeam.com is determined
to build those brand names for businesses by
using one of the fastest growing marketing tools
available - the Internet.
Emmy and Academy Award winner, Bill Warner,
founder of Avid Technology and Wildlife
Communications

invited audience members to partake in an interactive exercise. He allowed each participant one
minute to make his pitch. In the second round,
he cut the time to 30 seconds. Claiming that
“shorter is better,” he encouraged each prospective business owner to get the main idea across in
the first few seconds.
One of the evening’s guinea pigs was Mitch
Sanders, owner of Expressive Constructs, Inc.
Sanders had presented his business plan at last
year’s December meeting of the Venture Forum.
At that time his business was six months old and
seeking venture funding. Sanders participation
was timely since he had a presentation to make
in California two weeks later. Warner urged
Sanders to “get to what’s really important.” He
encouraged him to show his passion for his
product.
Any serious entrepreneur has an interesting
story to tell, according to Warner. He reiterated
that by allowing your passion for your product or
service to surface, you can convince venture capitalists that you will indeed succeed in business.

Panel Review
Tim Healy, Associate with Commonwealth
Capital Ventures joined Bette LaCivita, founder of
CMC Funding and Donna Warshaw, the economic development loan officer of the North Central
Massachusetts Chamber of Commerce, in critiquing Proctor’s business plan.

Basically, Healy felt that Proctor’s business
plan lacked many important facts. He didn’t
“hear any of the standard delineations.” The
absence of so much information forced his loss
of attention to the plan.
Concentrating on the financial aspect,
Warshaw was concerned about Proctor’s projections. “There are too many missing pieces. Who
is your competition? There are no specifics on
marketing,” she said.
LaCivita asked questions regarding the logistics of the company. She was also concerned
about small companies versus larger ones and
the payment structure for each.
The panelists saw a great need to add information to the business plan before presenting it
to a venture capital firm. They all stressed the
importance of including accurate and complete
facts and figures in order to capture the attention
of any financial institution.
Phyllis Hanlon is a freelance writer with experience in
the technical, journalistic, business, and creative nonfiction areas. Phyllis can be reached at 508-248-5161
or by email at Polishpen@aol.com VF

Artisian Ad here

Case Presentation
J. Ancel Proctor, President and CEO
BrandTeam.com

An entrepreneur from the age of 11, J. Ancel
Proctor has been responsible for four start-up
companies in ten years. He is currently in the
process of building an online consulting service.
“My idea is to present a dedicated help and inforWPI Venture Forum
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Pay Them Now or Pay Them Later –
When You Can’t Afford Professionals
By: John R. Blake and Lewis P. Fickett III, Bowditch & Dewey, LLP

T

oday, thousands of entrepreneurs in technology based fields are young, brilliant, and
creative but totally inexperienced in the area
of business planning or management. They present a sharp contrast with executives of established
businesses which have scores of MBA-trained professional managers and established relationships
with outside professionals. And they represent an
even greater contrast with the entrepreneurs of the
1970’s – 1980’s who broke off from existing businesses, such as computer hardware manufacturers, after having been grounded in basic business
skills. Today, an entrepreneur can have a valuable
idea, ready to be commercialized, without having
yet worked in a business. This is the Catch-22 —
the entrepreneur needs professional advice, but
cannot afford to pay cash for qualified professionals because the business is just starting out.
This is a critical time for
the new entrepreneur.
These new entrepreneurs need good legal and
other professional advice. An entrepreneur who
does not understand the realities of law, finance,
and business is adding hurdles to the already difficult road to success. The entrepreneur may give
away too large a percentage of the company in
the initial stage of financing, leaving the entrepreneur in a position of either not having sufficient equity left to attract second-round investors
or being left with too small an equity position.
Furthermore, when it is time for the second and
third rounds of financing, usually involving
angels and venture capitalists, a poorly advised
high-tech entrepreneur may agree to terms that
he later realizes will substantially reduce personal money-making potential or lead to exclusion
from a growing and successful enterprise.
Or, on the legal side, the entrepreneur may
issue stock to friends and family without having
basic contractual safeguards in place, e.g., a
restriction on transfer of the stock in order to prevent a competitor from acquiring the stock and
becoming a stockholder. In addition, the federal
and state laws governing the offer and sale of
securities are complex and the entrepreneur may
become subject to civil, or even criminal, penalties for violating those laws.
Having read this parade of horribles, many
new entrepreneurs may shrug their shoulders
10
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and say “so what if I need a lawyer, I can’t even
afford a fax machine for my business, how can I
begin to pay an attorney hundreds of dollars per
hour?” However, if the initial steps are not taken
properly and the venture is succeeding, those initial steps will have to be cured before “serious”
money, e.g., venture capital, comes into the business. And it is a truism that it is much more
expensive to correct these types of actions than to
have done them right in the first place.
One solution to get the professional advice
now is to be creative. Many law firms will agree
to accept payment of all or part of their fee in
common stock. Others will, if they feel the client
has a good chance of success, agree to a reduced
fee or deferred fee arrangement for a period of
time, in order to establish an ongoing relationship with the client. Accountants and consultants

have the same flexibility for a client whom they
believe will be successful.
It really comes down to the entrepreneur having to do a good job of “selling” the professionals on the likelihood of that success. These types
of arrangements can create a “win-win” situation for the entrepreneur and the professionals.
John R. Blake and Lewis P. Fickett III, of Bowditch &
Dewey, LLP, with practice groups in banking and
finance, business planning and organization, employment and labor relations, employee benefits/ERISA,
environmental, estate, financial and tax planning,
executive agreements healthcare, higher education,
immigration, intellectual property/technology licensing, international transactions, litigation/alternative
dispute resolution, mergers and acquisitions, municipal bonds, real estate, regulatory matters, securities,
venture capital. They may be reached at 508-7913511311, Main Street, Worcester, MA 01608 VF

SPONSOR’S BUSINESS HIGHLIGHT

M

irick O’Connell, one of New England’s
oldest law firms, was founded in 1916
and is the largest law firm in Worcester,
Massachusetts. The firm is currently comprised
of 52 lawyers, 18 paralegals and over 80 support
personnel and occupies three floors of the
BankBoston Tower (adjacent to the Worcester
Common Outlets). Mirick O’Connell is a fullservice civil practice law firm with a strong and
active partnership backed by a tradition of personal client service.
Mirick O’Connell provides core services in
corporate and business law, tax and estate planning, labor and employment law, land use, litigation and municipal law. The firm also offers
cross-departmental and intradepartmental
practice groups such as creditors’ rights and
bankruptcy, high technology, international
business, health law, biotechnology, banking
and environmental law. The firm continually
adds to its expertise by expanding its practice
areas.
With offices in Worcester and Boston, Mirick
O’Connell serves clients throughout New
England and across the country, meeting the
needs of large corporate clients, entrepreneurs,

research pioneers, public and private school
systems and individuals. However, the firm is
not only focused on its clients, but also on its
community. Their attorneys are officers,
trustees and directors of civic and charitable
organizations, coaches, scoutmasters and
members of educational and cultural groups.
The firm co-sponsors annual environmental
awards and has donated legal services to many
non-profit organizations. Mirick O’Connell
combines leadership, depth of experience and
enterprising young attorneys in a firm that is
unsurpassed in the region.
Mirick O’Connell was founded by Worcester
native George Hammond Mirick in 1916. With
the addition of the firm’s second, third and
fourth namesakes, it became known as Mirick,
O’Connell, DeMallie & Lougee. In 1997, it
began using Mirick O’Connell as a shortened
version of its name.
Contact: Jeffrey L. Donaldson
Mirick O’Connell
100 Front Street
Worcester, MA 01608-1477
Jldonaldson@modl.com
Phone 508-8500

Successful Mergers and Acquisitions
Continued from page 7

faster. Morale plummets, productivity drops. If
each person spent only an hour each day worrying and wondering about a deal, this speculation would cost the company hundreds of
thousands of dollars in lost productivity and
rework due to mistakes.
Lack of communication has other negative
effects as well. When customers do not hear
from an organization in transition, they may
very well take their business elsewhere. Several
years ago, in a major merger between two
large technology firms, the acquiring firm
neglected to communicate with one of its
biggest customers. Concerned that no one had
thought to call and talk about its account, the
customer informed management that it was
cutting its order in half and using secondary
sources of supply. That account had been
worth $30 million.
Intelligent communication also involves driving messages home with such volume and
intensity that people ignore minutia and
background noise. It is perfectly fine to say
things over and over again via different communications channels. With each repetition,
each audience will absorb a different piece of
information and eventually will have a clear
picture of the plan.
• Assemble and Launch Small, FastPaced Transactions Teams. In a misguided attempt at post-deal democracy, some
companies spend valuable time trying to get
everyone involved in this transition management. This desire to be inclusive and achieve
consensus often causes more harm than good.
As a simple matter of expediency, not everyone
has to be involved in every decision. The more

EXPERIENCE TO MEET
ENTREPRENEURIAL NEEDS
For a complimentary initial consultation call

Jeffrey L. Donaldson
jldonaldson@modl.com

100 FRONT STREET
WORCESTER , MA 01608-1477
508-791-8500 • FAX 508-791-8502
70 FRANKLIN STREET
BOSTON, MA 02110-1313
617-261-2417 • FAX 617-261-2418
www.modl.com

people on a team, the more difficult it is to
coordinate meeting schedules and arrive at
decisions efficiently.
It is better to charge small, highly-focused
teams with expediting progress on the top
value-driving initiatives. Team members
should represent the best and brightest from
both organizations - not just people at the top,
but key contributors throughout the companies. Typically these are the people you most
want to retain in the new organization.
• Remove Organizational Barriers to
Economic Value Drivers. Mergers, acquisitions and alliances effect changes in the
integration and coordination of activities. To
ensure optimal post-deal performance, it is
important to decide early on employee roles,
reporting relationships and the interplay
between units and functions in the new operating environment.
• Execute Behavior-Based Culture
Change. When two groups are brought
together in a working relationship, they tend
to compete. Each group attempts to demonstrate that its way of conducting business is
best, right down to how they order paper clips.
This friction diverts management attention
from external markets to internal affairs, and
often causes the company’s market position to
suffer. To resolve this conflict, management
must model and reinforce desired behavior.
To achieve a cultural integration of two organizations, identify the dominant management
behaviors in each of the two companies to
determine the gaps between them, and then
prescribe what changes need to be made to
bring them together to produce the ideal culture. Early and firm decisions to selectively
reinforce desired practices and terminate
undesired practices would bring about positive
changes in corporate culture.
• Identify and Deploy Managers to
Reinforce the New Culture. The best way
to change culture quickly is to fill the most
visible positions in the organization with people who behave in ways that are consistent
with how you want the organization to operate in the future. Continuously reinforce this
behavior by rewarding those that adopt the
new culture. The early adopters will serve as
examples of the combined ideal cultures.

• Retain and Energize Key People. The
most valuable employees tend to be the most
career-minded and often are the first to leave
in periods of uncertainty. They usually go to
work for competitors and take proprietary
information with them. Their departure
increases the vulnerability of the company
and highlights its weaknesses.
There are three effective ways of retaining the
commitment and trust of key people:
• Provide long-term income incentives directly tied to creating sustained economic value
• Provide opportunities to influence the
course of the business through participation
on transition teams and in ongoing decision making
• Communicate career paths and the development of future career opportunities VF
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