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ABSTRACT 
 

It is important to understand and appreciate the mindset of financial investors when they assess 

all the   different aspects of risk relative to investing in an entrepreneurial venture.  This teaching case 

takes one through that process as a group of senior management consultants review and discuss a 

business plan submitted by a group of undergraduate business students and the merits of this case to 

determine if they should invest.   
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Introduction 

At their weekly management meeting, the three co-founders and senior management 

executives, Joe Stasio, Jimmy Walker and Tom Mc Laughlin of C-Level Clone, a management consulting 

firm operating in Massachusetts, are reviewing one of many business plans and innovations from people 

seeking funding and management help with their ideas. The plan under review, The Slackback was 

submitted by a group of college students as part of a project they completed in Professor Stasio’s course 

on business analysis and decision-making. In addition to teaching at a local college, Joe Stasio is an 

accomplished practitioner, having started over a dozen companies in 45 years in business. For thirty-five 

of those years, Joe has taught entrepreneurship courses in several colleges and universities in the 

Boston area. 

 “Gentlemen, have you had an opportunity to review the Slackback business plan?” (See exhibit 

1) asked Joe, at their weekly staff meeting. Both Tom McLaughlin and Jimmy Walker said yes. All three 

are Co- founders and managing partner of C-Level Clone.com (CLC) a management consulting firm, that 

until recently had specialized in turnaround situations for troubled businesses. Hence the name C-Level 

Clone designed to suggest how the partners would assume the role of the C level management (chief 

level) of a company until a new plan was in place and then relinquish those roles back to the rightful 

team to execute the plan. Often they would assist the company’s team until they felt comfortable to 

leave them on their own. Now, for the past several months, CLC began to work with entrepreneurs in 

start-up situations seeking funding and helping to growing their businesses. The Slackback business plan 

was the latest submission to be analyzed by the partners. 

Joe, who teaches business management at a local university. As part of a course, teams of 

students are required to create an innovation, research it, write a comprehensive business plan and 

present it at the end of the semester. Joe is always searching through these plans for the ones to 

consider bringing to his partners for consideration. Over the past few years, CLC has invested in two 
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student created projects: one is an interesting specialty item called the Campustv (See 

www.campustv.com) and the other an innovative piece of hockey equipment designed to protect 

players from injuries and ease the discomfort of wearing this piece of equipment. Both projects have 

been progressing well. The Slackback is another possibility. From the onset, Joe liked the idea. As his 

students, Jason Evans, Julie Gorman, Brian Clevesy and Terrance Barclay developed the concept and 

finished writing the plan, Joe asked if his partners could view their presentation with the chance that a 

deal might materialize after serious analysis and consideration from CLC. The students were enthusiastic 

about the opportunity and agreed. 

“So, whadya think?” asked Joe. Jimmy replied first. “I like it. I really like it.” Tom chimed in, “Ya, 

me too. I especially like the way they developed the concept.”  

Everyone was impressed with their presentation and the quality of their plan. 

The Slackback 

The Slackback is a universal headphone cord retractor. It will be able to incorporate any style 

headphone cord. There is a flap that opens the top to reveal the grooved cable entry point. Simply place 

the center of the cable into the groove, close the top and pull-click and let it in gently to wind it up. This 

can be used on any headphone, especially those you have already purchased and would like to keep 

organized. This takes away the possibility of your cables becoming another frustration in your busy day. 

This simply adapts to your headphones and neatly winds up the excess cord.  

“Yes, I like it too.” said Joe, “But I’m afraid it seems to be a bit too confusing to explain how to 

use. People are busy and like easy, convenient products to use. The manual aspect of the Slackback 

concerns me. I think people would prefer an automatic version of this product”. 

“I know,” says Jimmy,” that is a concern. But I like the idea of growth market. According to their 

extensive research, the consumer electronics and accessories markets will experience substantial 

growth over the next few years”. “I think it is a concern worth considering. We could be moving into the 
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heart of a growth market. Consumers place more value on quality and functionality of the accessories 

than price when making a purchase decision. One study also found that 75% of accessory purchases are 

made after the purchase of the underlying device with the majority of those purchases taking place at 

brick and mortar retailers. Price and convenience were the top factors for consumers in determining 

where to purchase products”. “Besides”, said Jimmy, “the manual aspect of this product only occurs 

once. After you initially set your cable into the Slackback, the only other manual element of the process 

is winding it up by hand after each use”. “Do you think that is enough of a deterrent to detract from the 

convenience of managing and storing one’s headphone cables”? “Remember the main goal of Slackback 

is to prevent tangled wires”. 

“What about competition?” asked Tom?  “How many other companies or web sites offer similar 

products”? 

Competition 

“Tom, I reviewed the competition on line when I was grading the paper to ensure accuracy of 

information and thoroughness of effort” replied Joe. “Here is what I found. The team identified three 

levels of competition: wireless headphones, headphones with built in retractors and manual wire 

organizers. Of the three, only the last category are direct competitors. For example, according to their 

research by The NPD group, only 5-15% of headphones buyers prefer wireless headphones. This is the 

lowest of 9 factor on the deciding purchase factor chart”.  

“For headphones with built in retractors many of them are of low quality. Many customers who 

purchase headphones of considerable quality would not want to sacrifice that quality to have a 

retractable cable attribute as part of the device. This leaves the manual wire organizers as their direct 

competitors. 

Many of the ones researched were of inferior quality. They were very small and produced very 

inexpensively. Most were advertising specialties designed as promotional products to be given away as 
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part of a marketing program. The others that were of comparable quality seem to break easily after only 

a few uses. 

Tom commented, “I do like the way they have established their product positioning and 

identified their competitive advantage. The plan says ‘The Slackback is a universal product that can be 

used with any type of headphone, charger, USB cord or any electronic cable. No matter the brand or 

style product the person has, they will be able to easily snap this device onto their current wires and be 

ready to go.    They speak of its versatility for use on a new IPhone, Smartphone, IPod, mp3player, IPad, 

laptop; or with any brand of headphones such as Beats by Dre, Skullcandy, Earbuds, Phillips or Sony: 

chargers for any phone or USB cord.’ 

Joe replied, “So it appears that competition is not a major factor in Slackback’s ability to 

establish a foothold in the market. But who is their customer”? 

“This is interesting,” says Jimmy, “They say it is for anyone who listens to their music through 

headphones for comfort or as a fashion statement. They differentiate between headphones and 

earbuds. Younger consumers, from tweeners to early 40’s primarily use headphones. Older people 

prefer earbuds. Although the research does not overlook serious overlap in these categories”. 

“Slackback will target all people between the ages of 13 – 50 which is in the general age range of people 

who own a portable music player. In the US, 95% of people ages 18-34 own a cell phone. 70% own a 

laptop computer, 74% own an iPod/mp3player and 63% own a game console, with these numbers 

growing every year”.  

Joe added, “Yes and according to The NPD Group’s consumer tracking service, for many 

headphone buyers, brand and quality are equally important, but price is less important.” 

“So”, said Tom, “That should mean that quality is a key factor in the design and manufacturing of the 

product”.  

“I agree”, says Joe. 
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“This is interesting”, Joe continues, “the research explains further that many people but multiple 

headphones for different purposes like just relaxing and listening, exercising, gaming and traveling. 

What is more interesting is that each of these purchases is typically a different brand, according to 

PriceWaterhouseCooper”. “This bodes well for Slackback because no matter the brand, quality or style, 

the Slackback is designed to accommodate every one”. 

Jimmy concludes, “Well we still need to address the issue of price”. 

 Pricing 

“In their plan the students settled on a starting price of $12.99 with the willingness to lower it to 

$9.99 if necessary” said Tom. “As I read through their plan, there was no mention of competitive or 

comparable prices for their type of retractor”. Jimmy replied, “I don’t think there is much data on 

comparable priced retractors because many of them are small, ad specialties made very inexpensively to 

serve as promotional items. The other retractors are of better quality but do not compete directly with 

Slackback”, at least that is inferred in their plan”.  

Joe countered, “I also read they were willing to start the price at $15. I like the idea of starting 

the initial price high. It reflects their focus on quality”. “Although it is interesting that they identify an 

outsourced manufacturing cost of $2 a unit. At that level, the order amount would have to be quite 

substantial. The product quality would have to be high to match the value of high end headphones like 

Beats by Dr. Dre that cost hundreds of dollars”. “Of course margins are the key to any pricing strategy 

and they are directly tied to distribution decisions. How deep will be their channel? They indicate in the 

plan an initial direct sales approach through their website. They plan to use internet, telephone and mail 

order. Will this be enough to achieve market coverage?  

Tom replied, “I don’t know, but starting out that way does allow them to maximize their 

margins. If they can keep manufacturing cost close to that $2 figure and price the Slackback at $12.99 

that gives them a pretty high gross margin of about 600%”. 
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“So the key to determining an effective pricing strategy is market acceptance. How well will a 

direct selling approach work?” asked Joe. “I believe it depends on how well they are able to get the 

word out about Slackback”, answering his own question. 

Advertising and Selling 

“Speaking of selling, said Joe, what about their approach to advertising and selling of the 

Slackback? In their plan, the students indicate that the primary market is people 13-50 who are music 

lovers and avid listeners”.  

Jimmy said, “Right and they identify two advertising approaches to reach those people; a 

grassroots approach and a social networking approach. After all, those age parameters cover a lot of 

different types of people. They do not mention any traditional methods of advertising. I wonder if that 

could be a mistake”. 

Tom replied, “They do mention television and possibly QVC, but I don’t think that is realistic 

given the nature of the product”. There are many other types of media that could be considered given 

the financial constraints they are likely to face”.  

“Very true”, said Joe. “And I do like the idea of social networking too. It cuts across a wide 

variety of different consumers. Although I do think it favors younger people and more women than men, 

but it is, in general, an effective medium in today’s hustle, bustle world”.  

“The students mention the ideas of creating a ‘BUZZ’ marketing identity with Slackback and that 

using social media costs nothing; it’s free”. I know Facebook is free, but I wonder about other 

platforms”. 

Jimmy recounted, “The business plan indicated heavy advertising expenses on three different 

websites: Twitter, Barstool and Facebook. Barstool‘s advertising costs would be $62,000 per year and 

the other two, $6000 each for a total of $74,000”. “This is confusing, said Joe, because earlier in their 

plan it was stated that Facebook was free advertising”. “There must be some difference”. 
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Jimmy continued, “The plan also says that this category of spending will increase by an average 

of $50,000 per year for more social networking sites and college campus promotions”. 

“Overall, I like this approach”. Said Joe, “It strikes me as being aggressive in the best way 

possible. But I do wonder about why so much money invested in Barstool. Is it really worth devoting that 

much more of advertising dollars than the other sites”? 

“I think it is, says Tom, Barstool is characterized as an internet blog website that will cover three 

markets: Boston, New York and Philadelphia. The business plan identifies the sites ability to create a 

‘BLOGAD’ page that will generate about 38,750,907 impressions from the advertising over a three 

month period and at a cost of $5000 for the Boston market. New York would cost $6000, but only 

generate 12,714,229 impressions and Philadelphia would cost $4,500 and generate 41,038,681 

impressions, over that same three month period.  

Joe responded, “I guess I am a bit skeptical. I really don’t know that much about these social 

networking platforms. This numbers sound like a lot. If they can deliver the results, then it would justify 

the expense”. “I do, however, understand Twitter and their ‘follow’ status. So, if Slackback can create a 

dynamic advertising campaign, it has the potential to develop many thousands of ‘followers’ that can, in 

turn, establish a substantial word-of-mouth dynamic whose effectiveness would be second to none”. 

“Of course, says Jimmy, let’s not overlook the power of their own website as an advertising and 

sales tool. Much of the language incorporated in the website should be marketing and sales oriented. It 

needs to explain what is Slackback, how it works, and why anyone should consider using it. The 

fulfillment page must make it easy for the user to order and pay for their purchase”. 

“Yes said Joe, and that takes us back to delivering the product once it’s ordered. Fulfillment has 

a logistical component. If the product is going to be outsourced, then transportation, storage, inventory 

and warehousing become an issue”. “ 
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The business plan addresses this, says Tom, It indicates a manufacturing cost per unit of $2 

including shipping from China to a warehouse in Portsmouth, N.H. They will charge $5.00 shipping fee to 

their customers. They site UPS charging from $4 to $7.50 from Portsmouth to different destinations. 

They plan does not consider any warehouse, inventory costs and other transportation costs. This 

oversight needs to be addressed to keep margins and profitability in order”. 

“Yeah”, says Joe, “this raises potential questions about the teams financial planning”. 

Financial Plan 

“I think the financial plan is done well, said Tom. They really thought through all the important 

issues. They calculated a breakeven analysis and calculated a five-year sales forecast 

“Yes, replied Joe, “but is it realistic?” They project selling 50,000 units in year one. That figure 

seems unrealistic to me”. 

Jimmy replied, “I don’t know. They do a reasonable job of explaining how they arrived at that 

number. They identify the average price paid for a headphone at $137, the total number of headphones 

sold last year at 14,598,540 and calculate that they would sell to .0003 % of that market”. 

“Sure”, said Joe, “on paper that seems reasonable. But, as a practical matter, is it feasible? How 

long will it take from the time they launch until customers learn about the product and orders start 

arriving? It takes time to smooth out operational issues and get thing running well”. 

Consequently, first year’s revenue of $649,500 is also questionable”. 

“Well”, said Tom, “They did figure on some sales returns. How many young entrepreneurs have 

enough sense to think about things like that”. 

“I agree”, replied Jimmy, “it’s pretty savvy to calculate close to $100,000 for an issue like that. I 

think it is impressive. It says a lot about their business acumen”. 
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“But”, said Joe, “The students may be underestimating their cost of goods. They use the $2.00 

number which risks overstating their potential profit”. But I like the work they did on the overhead for 

their operation. It is well thought out. The numbers are well researched and are realistic. 

“But”, says Jimmy, “if you’re right about the cost of goods number, then that hurts their 

breakeven analysis. They will have to sell many more than 33,851 units to breakeven”.  

“True”, replied Tom, “and, in addition, all the remaining numbers in the 5 year sales projection 

are overstated. I guess the financial plan is not as well done as I first thought”. 

“Yes”, said Joe, “and in addition the plan does not identify how the capital will be raised. It does 

mention the start-up costs of about $220,000. Those numbers appear realistic with the exception of the 

cost of goods, but where does the money come from? How much money will they (4 founders) invest 

before they ask us for the rest?  

“Yes”, replied Jimmy, “and how much equity in the venture will they offer for our investment?” 

“Remember”, says Joe, “they are only students. They need our help if we think this idea can be 

successful.”  
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