Kid Snips founders Jill Gordon ’80 (left) and Kimberly Lee Stolze 80

ill Gordon '80) and Kimberly Lee

Stolze "80 don't consider them-

selves to be risk takers.

Yel, there they were three

years ago, investing their life
savings—not to mention their careers
and livelihoods—into opening a
children’s hair salon.

And they were starting the new busi-
ness despite these major obstacles: No
one in the styling industry thought it
would work; they had no experience
running their own business; and neither
had any idea how to cut hair.

shbuckling, go-for-it,
/e just
felt there was a niche in the kids' salon
industry, [and] room for someone 1o do it
bigger and better.”

I'he result of such thinking is Kid
Snips, an enterprise that in just 18
months has grown to two Chicago-area
salons, with the proprietors currently
scouting for a third location.

“We're not rich yet, but we're off 1o a
nice start,” Gordon says.

How were Gordon and Stolze able to
<¢ a promising beginning in an indus-
hey knew nothing about and where

everyone predicted they would fail?

They credit much of their success to
their alma mater.

“Kellogg gave us the training we
needed to start our business,” Stolze
explains. “W mfortable with
such issues as research, profit and loss
statements and business plans, That
gave us a greal deal of confidence.
And Kellogg provided us with support
as we were putting together our busi-
ness plan.”

Entrepreneurs across the globe make
similar claims about Kellogg.

First, there are the seasoned veterans
who left the corporate world to found or
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Kellogg helps alumni launch businesses of their own m By John T. Slania

acquire their own businesses, which
range from traditional manufacturing
companies to cutting-edge marketing
firms. These alumni cite their on-the-job
training with giving them the experience
and know-how needed to run their own
companies. But they also credit Kellogg
with providing a strong foundation from
which to build their careers and conjure
up the guts to strike out on their own.

Then there are the “young turks,” the
more recent students who studied
entrepreneurship over the last eight years
al Kellogg and eagerly launched new
businesses shortly after graduation. Their
interests trend toward service industries,
consulting and Internet ventures, and
most of their moves are dictated by what
they learned in the Kellogg classroom.

Of course, many recent alumni ven-
lures have been the result of new tech-
nologies. As has been reported heavily in
Kellogg World over the last several years,
Kellogg graduates have founded a host of
software companies, Internet-related
businesses and technology consulting
firms. Like Gordon and Stolze, however,
lots of alumni entrepreneurs have
entered less high-tech arenas, with
impressive results.

The bottom line is, no matter when
they graduated or what kind of ventures
they are running, Kellogg entrepreneurs
find that the school is poised to provide
them with ongoing support, either
through continuing education courses, its
library of research or the advice and
guidance of its faculty and students.

“Kellogg benefits exisling students
as well as alumni,” stresses Steve Rogers,
Kellogg's acclaimed entrepreneurship
instructor and clinical professor of man-
agement and finance. “The education
and support do not end once someone
graduates.”

www.kellogg.nwu.edufkwo

THE SURVEY SAYS...

As part of his interest in providing sup-
port to alumni and fine-tuning his
coursework, Rogers developed a survey
to gather information about the many
entrepreneurs within Kellogg's alumni
ranks. The survey questionnaire, pub-
lished twice last year in Kellogg World,
asked alumni some basic questions:
when they graduated and what their
business experience entailed; the type
and size of businesses they own or had
owned; how they financed the ventures;
and whether they took entrepreneurship
courses while at Kellogg.

From the valid surveys that were
returned, the Kellogg professor gleaned
the following information:

m The majority of survey participants,
84 percent, graduated between 1971

years, while 23 percent of the busi-
nesses have been around for nearly
two decades.

m Forty percent of the businesses
earned less than §1 million in sales,
while 33 percent logged between §1 mil-
lion and $10 million in sales. Some 8
percent had sales of $10 million to §25
million and 15 percent reported sales of
$25 million to $100 million. About 75
percent of the companies reported hav-
ing one to 10 employees; 13 percent
were operaled solely by the founder.

m Financing for the businesses came
from a variety of sources and combina-
tions: 84 percent used personal sav-
ings, 36 percent took a bank loan, 14
percent attracted venture capital and
24 percent borrowed money from fam-
ily and friends.

—

“We’re not swashbuckling, go-for-it, gambler
types. We just felt there was a niche in the
kids’ salon industry, [and] room for someone

to do it bigger and better.”

—Jill Gordon ’80

and 1994. The survey supports other
empirical data showing that most
entrepreneurs gain some experience in
the corporate world before starting their
own businesses.

m Almost 70 percent of the respondents
said their businesses were in the service
sector, with 24 percent in manufactur-
ing. Among the most popular service
industries were consulting, investment
banking and marketing.

m Eighty percent of the businesses
were new start-ups, while 17 percent
were acquired. Some 68 percent of the
ventures were started within the last 10

Rogers knows there are many more
entrepreneurs within the Kellogg com-
munity who didn’t answer the survey.
But from this humble beginning, he
hopes to build a database that will help
the school keep track of its entrepre-
neurs and gauge the effectiveness of its
eight-year-old entrepreneurship pro-
gram. [To participate in Rogers'
entrepreneurship survey, see page 32.]

“We can use this information as we
go forward to see the correlation
between the classes alumni took here
and their entrepreneurial success.”
explains Rogers, who plans to build
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CUTTING LOOSE

In 1998, John
Servatius 95 (left)
and Michael
Borkowski *97
launched the

Press This!
franchise, which
they believe is going
to revolutionize

the dry cleaning

industry by
“providing a
quality product,
quality customer
service and quality
convenience,”
Servatius says.

upon the database each year. *I want to
use the information to develop case
studies, and find out what works and
what doesn't so we can better focus the
coursework.”

Above all, Rogers sees the survey as
a way for Kellogg to keep in touch with
its alumni, learning from their experi-
ences while also offering assistance
where needed.

“Both students and alumni can bene-
fit from this type of relationship,” Rogers
says. “Alumni have access to our
resources, including the students who
can help them develop a business plan.
And for the students, it offers great
experience in creating a business plan
and arranging financing. It is like a liv-
ing laboratory.”

FILLING A VOID
A'recentexanmplé ot THIS sympiotic reta-
tionship took place between Kellogg and
the founders of Kid Snips.

Gordon, 42, had spent almost 20
years as an adverlising account execu-
tive, full time at first, then part time fol-
lowing the birth of her two children.
Stolze, 41, had worked the same amount
of time as a retail executive, The two
women, who have been friends since
they were classmates at Kellogg, were
eager to leave their respective corporate
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careers and establish a business of their
own. All they needed was a good idea.

So the partners spent many after-
noons discussing business possibilities
over coffee at Stolze’s Chicago apart-
menl. They began examining the chil-
dren’s hair-styling industry, which they
felt was ready for a new approach.

The partners set oul to design a salon
through the eyes of a child, where each
styling station would be like a play area.
Instead of chairs, customers would sit in
kiddie trucks, boats, Jeeps, even a tiny
Batmobile. Each station would have a
television so children could watch the
latest Teletubbies video or play Nintendo.
Because the Kellogg alums wanted to
extend their revenues beyond the money
earned on hairculs, they would devote
the remaining floor space in the salon to
a dizzying display of toys, games and

puzziés—all'tor salé, or'‘course,

They had a concept, but Gordon and
Stolze didn't cash in their life savings
just yet. Remembering their Kellogg
training, they went out and conducted
research, including studying demo-
graphics, reading industry reports and
business plans, and interviewing salon
operators and suppliers.

Perhaps their most enterprising field-
work, however, took place on playgrounds
throughout Chicago and the suburbs.

There, Gordon and Stolze shared their
salon idea with the most important peo-
ple—their potential customers.

“We must have gone to 10 play-
grounds and talked with a couple hun-
dred mothers,” Gordon recalls. “We fol-
lowed them asking questions while they
were chasing toddlers all around the
playground.”

These interviews convinced the part-
ners to move forward.

“Everyone in the industry hated the
idea. They said we'd never make any
money cutting kids' hair. But the moth-
ers loved it. They were looking for a
friendly environment where their kids
could relax and be themselves,” Stolze
says. “We said, ‘Here’s a void: The
industry hates it. Consumers love it.
Let's fill it.”

And even though they had no experi-
ence 1n tHe Hair-styling ihalistry, neiter
was intimidated because Kellogg had
taught them that thorough research is
the foundation of success, Gordon says.

“We knew that if we did our research
and developed a good business plan, we
could make it work,” she adds. “We looked
at every angle and tried to come up with
every reason why it wouldn't work. But we
never found the kiss of death.”

As a final check, Gordon and Stolze
attended an executive education course
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at Kellogg, where they listened to Rogers
discuss the ins and outs of entrepreneur-
ship. After class, they chatted with him
about their idea, and he offered to have
two of his full-time students—Danny
Rosenberg '97 and Tim Kierstead '97—
look over their business plan. The two
students also helped Gordon and Stolze
develop a financial plan and secure
additional financing from South Shore
bank in Chicago. (Leslie Davis, vice pres-
ident of community lending for South
Shore bank, is a frequent speaker in
Rogers’ class. To date, the bank has
financed four Kellogg alumni ventures).

“It was wonderful to have other sets of
intelligent eyes looking at your plan and
asking tough questions,” Gordon says. The
students' help “was just another way for
us to eliminate mistakes.”

The first Kid Snips store opened in
August 1997 in suburban Highland
Park, followed a year later by a salon in
Wilmelte. Experienced managers were
hired to run the shops, and licensed
stylists to cut the hair. The partners try to
spend as much time as they can on
finances, marketing and planning, but

approach to entrepreneurship, search-
ing for the best opportunity rather
than falling in love with one idea. Tea
shops and women’s athletic clothing
stores were among the businesses
under consideration before they settled
on dry cleaning.

“We did not wake up one day and
say, ‘Let’s be dry cleaners” We wanted
to build a company and we looked for
an industry where there was opportu-
nity,” Borkowski says. “How many times
does someone open a baseball card
store to live out a dream, only to be
bankrupt a year later?”

Unlike the Kid Snips founders, how-
ever, Borkowski and Servatius were
thinking about opening their own busi-
nesses while at Kellogg, and the
school’s entrepreneurship curriculum
provided the necessary foundation to
help them turn their dream into reality.

In fact, Borkowski, 30, says it was
during Rogers' Entrepreneurial Finance
course that he was bitten by the
entrepreneurial bug.

“Steve Rogers has been an invaluable
resource for us,” Borkowski says. “He

Press This! opened in March 1998
with a single dry cleaning store in sub-
urban Morton Grove. A year later, the
alums launched two more Press This!
locations in Park Ridge and in the
East Bank Club in Chicago. In its first
year, the company recorded sales of
$500,000.

Upon conducting their research,
Borkowski and Servatius liked dry
cleaning because it was a fragmented
industry with very few regional chains.
And among the 37,000 dry cleaning
stores nationwide, they found that
many were operated by longtime own-
ers looking to sell out.

“The vast majority were moms and
pops who wanted to retire, and their
kids had no interest in taking over the
business,” Borkowski explains.

The pair also found inconsistent qual-
ity and customer service. “We felt that our
chain could bring some consistency to dry
cleaning by providing a quality product,
quality customer service and quality con-
venience,” Servatius adds.

To stand out from the competition,
Press This! offers such features as uni-

“We did not wake up one day and say, ‘Let’s be dry cleaners.” We
wanted to build a company and we looked for an industry where there

was opportunity.”

they also can be seen working the cash
register and taking appointments over
the telephone.

Gordon and Stolze eventually would
like to make Kid Snips a chain, opening
some 20 units in the Chicago area
before expanding into other states.

“Somebody’s going to grab the niche
and become the Starbucks of kids’ hair,”
Gordon says. “We want it to be us.”

A PRESSING OPPORTUNITY
Michael Borkowski '97 and John
Servatius '95 used Starbucks,
Blockbuster Video and Nordstrom's
department stores for inspiration when
they started their chain of Chicago-area
dry cleaning stores called Press This!
Like the proprietors of Kid Snips,
Borkowski and Servatius took a clinical

www.kellogg.nwu.edu/kwo

inspired me to start my own business
when I took his course. He has continued
to help us through his personal advice
and by having his students study our
business plan and survey work.”

Borkowski's Press This! partner also
studied under Rogers as well as under
Barry Merkin, clinical professor of
entrepreneurship. Servatius, 36, says he
particularly benefited from the lessons
he learned in Merkin’s Entrepreneur-
ship and New Venture Formulation
class, during which students prepare
business plans for proposed start-ups
and then have them reviewed by a
panel of venture capitalists.

“When we sat down to write a busi-
ness plan for Press This!, the things I
learned in Barry's class were invalu-
able,” Servatius says.

—~Michael Borkowski 97

form pricing, an unconditional money-
back guarantee, full compensation for
damaged garments and laundry bags
called “dirty duffels,” which customers
use to drop off dirty clothes in a 24-
hour chute. The Press This! stores are
also distinguishable by their bright yel-
low and blue awnings and sparkling,
contemporary interiors.

Like many Kellogg entrepreneurs,
Borkowski and Servatius have
Herculean plans for their business.
Their goal is to open 500 stores in five
years, with total sales of $130 million.
They don’t plan on achieving this by
opening one dry cleaner at a time, but
rather through aggressive acquisitions
of single stores and regional chains.

“We had a vision. But withoul prepa-
ration, it wouldn't have been a success,”
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