Final Examination: 15.390A Fall 2002

Fluoropolymer Inc.


Your name is Anne D. Granetelli and you are 30 years old.  You hold a Chem. EE degree from MIT and an MBA from Sloan.  For the past two years you have worked as a product manager for Amour-All which is sold just about everywhere for use on the rubber and leather in automobiles.  Sales last year of the product were $300 Million.  You have just been told that your next job within the company will be Vice President of International and you will be moving to Jakarta.  While that was once your aim, you are not certain that is exactly what you want to do.


A few weeks ago, you heard from your old freshman roommate from MIT, Hortence Kallisher.  Hortence was a bit of a flake at MIT and probably deserved a degree from MIT in pharmacology but has since gone on and has received a PhD from MIT in Chemical Engineering.  Hortence called to tell you that she and her professor had just published a paper dealing with fluoropolymers that was very interesting because of a unique property that they had found.  One of the most interesting properties of this development was water immediately beaded on metal when this was applied.


Researchers at MIT had known for some months when this was applied to automobiles, rain and snow just beaded and fell off.  Further, the cars on which this material was spread kept their new shine for as much as a month.  In fact, chemical students had been known to sell some of this material to other students because it was extremely easy to apply and had no serious side effects on people, laboratory mice or automobiles.


You remembered how Viagra was first tested as an agent to help prevent heart attacks, but Pfizer noticed that the field subjects refused to return unused pills because of some of the other benefits.  That was when Pfizer knew it might have something.  You have gone to the TLO office at MIT and you have determined that you can get an exclusive license to use this technology for auto polishes throughout the world for a fee of $100,000, a continuing royalty of 2% of wholesale sales and the right to own 2% of the company for no financial investment through the second round of financing, assuming that $5 Million was invested.


For the last few weeks, you have been holed up in an office of an early stage venture company who has encouraged you to write a business plan for this new company.  You are under no obligation to this early venture firm but they have asked that they have the right of last refusal.  They have been known to participate in early technology companies and put as much as $10 Million into a promising firm.


You have determined that the ingredients for making such an auto polish will cost no more that $.25/16-ounce bottle and the bottling and packaging cost will, even in limited quantities, not exceed $.15/16-ounce bottle.  Competitive products on the market, such as Turtle Wax, cost $6.00 at retail and you understand that the wholesale price is 65% of that.  While you thought of licensing this product to others, you have determined that your contract with MIT’s TLO gives them 60% of any licensing fees so it is obvious that you will have to manufacture and distribute the product yourself.


Further, you have found that you can buy a used bottling plant that is capable of manufacturing 1,000 bottles per day for slightly under $100,000 and you can staff this with five people.  You also could have the product manufactured for you for $.20/bottle with any of several contract manufacturing companies within 50 miles of Boston.


Your experience at Amour-All has shown you that the major supermarkets, discount stores and automobile parts stores are excellent distributors, but all want to know that the product will move before they take it on.  You do know that there are 200,000,000 cars and trucks on the road and each year 15,000,000 additional ones are sold.  You have also thought about packaging the product to be used in automatic car washes.  You believe that a car wash could convert some percentage of its customers to your new product and could get some premium over the average cost of a car wash ($7) if you could package this in 50-pound drums.  The best you can find out is that there are 10,000 car washes in the United States but the industry is fragmented and no one owner has more than 10 car washes.


Your Job: to write a business plan for this company.  Right now you have no management, no factory, no market.  You do have an exclusive license on a product that seems to be light years ahead of the competition, but the competition should not be taken lightly – since it includes companies such as DuPont, SC Johnson and Sons, and P & G.

Your business plan should include:

A marketing plan

A sales plan

A financial plan

Income Statement for the first three years, by quarter

Cash flow statement for the first three years, by quarter

Management and Staffing Plan

You have three hours to do this plan.  Make whatever reasonable assumptions you need.

