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venture on the road to breakeven.
Shrank was a senior consultant at IBM. He x

Media Entertainment Strategy, and ask for a leav¢
meant deferred resignation, and Shrank knew it rep
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hirts/Later on, I would even go to other schools and do it. I always had these
littldbusinesses going.
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Shrank was not new to difficult decisions either. While he was attending college in
Miami, he dreamed up another idea: operating a summer kiosk on Long Island Beach, where his
parents had a beach house. At the time, 3-D pictures were very popular, and he invested $5,000
for nice framed 3-D pictures, intending to sell them to passers-by on the beach. He had begun the
business with $10,000 borrowed from friends and family, $5,000 of which would be necessary

Shrank realized it was a mistake to sell pict
people, when walking around in shorts and T-shi

res? Sunglasses had
ony money during the

said “Style’n Shades.” This whole process took about two weeks; it was a gut-
wrenching two weeks. [ mean, I thought I was bankrupt. But we opened the store,
and we started selling 50, 60 pairs of sunglasses a day, every day—it was just
a boom.

It wasn’t even like you had to sell. They were selling themselves. There was a
line. It was crazy. I was going back to this guy every week. There were so many
lessons we learned in this thing, because he would show me a pair of sunglasses,
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and I would say, “Those are the ugliest sunglasses; no one is going to buy those.”
And he said to me, “Look, not everyone is going to buy the ones you like.” And
sure enough, the uglier they were, the more they sold. So I didn’t even question
him anymore. He would just give me box after box, and we would sell them.

After graduating from the University of Miami, Shrank went to wogk\for Anderson
Consulting for four years. In 1999, he applied to the Darden Graduate Schol of Business
Administration at the University of Virginia and was admitted. The sunglass bs 3s story was
one of his admission essays. After completing his MBA at Darden, Shramkwyen for IBM
(See Exhibit 1 for Shrank’s résumé):

When I was leaving U.Va., I actually wasn’t plann
Weiss [a professor at Darden] and I talked about thig
that this was the time in my life to take a chance
cancer; he passed away. I didn’t have the fj
want to do anything to disrupt my mother’
getting a service-type job.

The Opportunity for New Luxury

nist comes in and she overheard me and my friend talking about business
deas. Ajd she tells me that she is baking these high-end dog biscuits for her dog,
and\ she brings them to Central Park, and she’s got tons and tons of people who
want to buy these dog biscuits. And instantly, I knew that this was a trading-up
sort of product. People buy these because it’s an emotional connection. It gets
you; you are doing something for your pet. It was really compelling. And the
more I looked at those dog treats, the more we found trading up in that space. I
started studying the pet industry.

Shrank had one other person to work with on his new venture ideas—Karen Thomas.
Thomas had recruited the Princeton University graduate to IBM; they had worked together ever
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since. Shrank and Thomas talked about the “trading up” phenomenon, particularly in the pet

food industry. They decided to undertake intensive market research, which culminated in an
“Initial Opportunity Definition” document.

The U.S. Pet Food Industry

By 2005, the total U.S. pet products market amounted to rough

at the do@-freats market. He wanted to create something high-end in line
entures” idea for the “out-of-home” segment—maybe some treats-to-go
as already crowded with small and large players.

stored and consumed within the home.

In that vein, somebody recommended that we come up with, which I thought was
actually a fantastic product, a portable air-conditioner for your car, sitting in the
window. Dogs die in a car if you leave them in there on a hot day, and there
would be buyers for this air-conditioner.

! All data taken from David Shrank’s initial opportunity definition document.
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And then, one day, I was in the park, and I saw a dog drinking out of a puddle. I
thought, “Oh my God, how come nobody has done this yet?” This is really
something that is so simple, and it’s difficult to believe nobody has done it to
date. I did some math that night, case study style. We have 66 million dogs, each
of whom needs 16 ounces of water every day, which gives us the total universe of
consumption.

That was the birth of the idea “Pup Cups”—portable drinking wateg

The Advisors

costs.

his own products on supe
line and no infrastructyre,

sernéd about competition. What if one of the bigger players decided to come
t with a similar drink-to-go for dogs? Even before he could get his products on
ig’ companies such as Nestlé and Purina could flood the market with similar

He was also worried about the money situation. Was $15,000 enough to sustain him and
his startup for the hard year to come?

Questions about his immediate next steps also nagged him. Would he need an office from
the very beginning, or could he work from home? How was he going to approach the pet
superstores without an infrastructure? How would he develop the product and take it to market?
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Shrank flipped once again through the “Initial Opportunity Definition” document and
smiled as he looked at the page of cartoons he had pulled together, each one anthropomorphizing
man’s best friend: One featured a dog ordering in a restaurant, another made clear that a dog has
given a human a good personal reference, and a third portrayed a dog using a false human
identity online. He glanced up at the clock again, his hand hovering over the telephone.

@
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Exhibit 1
TAKING THE PLUNGE: NEW LUXURY VENTURES

DAVID L. SHRANK

Work Experience

2001- IBM, Business Strategy Consulting

Present Senior Consultant, Media and Entertainment Industry
e Led four teams to evaluate and optimize a client’s major business units inetuding 1

New York, NY

for IBM
Designed a corporate Internet strategy for a spo

Summer
2000

1995-99

Itant, Media and Entertainment Practice

repared an advertising agency’s finance group to meet SEC reporting requirements prior to its [PO
Education

Darden Graduate School of Business Administration Charlottesville, VA
University of Virginia

Master of Business Administration, May 2001

Class of 1965 Academic Scholar, Section Social Chair, Consulting Club

University of Miami Coral Gables, FL
Bachelor of Business Administration, Dual Major: Finance and Management, May 1995
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Exhibit 2
TAKING THE PLUNGE: NEW LUXURY VENTURES
The U.S. Pet Products Market

The Total U.S. Pet Products Market has grown by 6.
annually since 1994 and is expected to hit $33 Biffion\in 2004

U.S. Pet Products Market
1994 — 2004E
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Source: Dayid Shrank.
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Exhibit 3
TAKING THE PLUNGE: NEW LUXURY VENTURES
The U.S. Pet Food Market

Pet food represents 43% of the pet products market; at $8.Z Rillipn,
dog food is the largest and fastest growing category;]\ t segnent

$31.8 Billion U.S. Pet Products Market $13.8 Billion U.S. Pet oo@
2003 Relative Category Sizes }

Live Animals — 3.68%
Services — '98-'03 CAGR
Veterinary 4.25%
C
are '98-'03 CAGR
Supplies and
Medicine
— Dog Food — 4.78%
‘88-'03 CAGR

Pet Food Market

Source: Da
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Exhibit 4
TAKING THE PLUNGE: NEW LUXURY VENTURES
The U.S. Dog Treat Market

Dog treats make up an estimated $1.8 Billion of the~&8\7
Billion U.S. Dog Food Market

$8.7 Billion U.S. Dog Food Market
2003 Relative Category Sizes 2003 Est. Product

$450 Million and

T 5 : projected to
sy i grow at 8-10%
per year
Food —

47% +— Discount

Pet Food Market

Source: Da R
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Exhibit 5
TAKING THE PLUNGE: NEW LUXURY VENTURES
Key Trends Reshaping the Dog Treat Industry

More discretionary 2. Humanization 3. More out-of-home

\ &y productatego
of pets experiences with pets { b 0 t-of-hqme Ret
number of single adults. onveniences

income for increasing

Source: David Shrank.

Ny



