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Lessons learned

Three CEOs tell how they’re building their companies

by Beth Ewen

illustration by www.victorgad.com

Upsize: Each of you, please describe
where your company is today, and what
were some key actions that led to its suc-
cess so far. I'll ask Monica Nassif of Cal-
drea to begin.

Monica Nassif, Caldrea: [ started the
company because I had an epiphany
about cleaning products. I thought they
were actually an insulting purchase. You
kind of had to buy them. I grew up in the
retail industry, at Target, and | saw these
cleaning products and thought, “Why
can't it be like Aveda or whatever, your
favorite brand of lotions and potions?"

We started in the late 1990s, and we
were out raising money and the only ones
who were giving money were the high-
tech guys. We started Caldrea, named for
my two daughters, and when you go
against the big gorillas in the mass mar-
ketplace, you need a lot of money, which
we did not have. We realized very quickly
that we had to go to the high-end, luxury
category.

We realized quickly we had a concept
that was viable. We looked at the data and
said 72 percent of all household cleaning
products were purchased in grocery
stores. We created Mrs, Meyer’s Clean
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Upsize invited three CEOs to share their
stories at a panel discussion in March,
and presents an edited version here.
Upsize Editor Beth Ewen was moderator.

Monica Nassif is president
of Caldrea Co. in Minneapo-
lis, which makes aromatic
cleaning products, including
the Mrs. Meyer's Clean Day brand.

Steven Schussler is CEO of
Schussler Creative in Gold-
en Valley, which develops
and sells restaurant, retail
and entertainment concepts, including T
Rex Cafe. He is the founder of Rainforest
Café, which he took public in the mid-
‘90s and sold to the company that oper-
ates restaurants for Disney.

Phil Soran is CEO of Com-
pellent Technologies Inc. in
Eden Prairie, which makes
data storage systems. He
was co-founder of Xiotech, also in data
storage, which he took from start-up to a
$360 million sale in five years.
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Day. That's named after my mother,
Thelma Meyer. She’s kind of the original
earth mother, so we drew a lot of inspira-
tion from her. This is our fastest-growing
brand now.

Our play is the very high-end, luxury
category with Caldrea, and then Mrs.
Meyer's for the mass market, in grocery
stores.

Two things made us successful: One,
we invested in a quality product. We
spent a lot of money on R&D, and we
didn’t have a lot of money. We own all
our own formulas. Not only do we have
these beautiful bortles, but this stuff really
works.

Two, my background is in brand-build-
ing. We wanted to build a brand that you
actually would like to buy. We wanted a
brand for people to embrace in the gro-
cery aisle, in an aisle you don’t typically
like going to because you get a headache.

Upsize: Phil Soran, tell us about Com-
pellent Technologies.

Phil Soran, Compellent Technolo-
gies: | always joke in high tech, people
start businesses in their garages. In Min-
nesota it’s too cold to start in the garage,
so we start in basements.
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We started in my basement in 2002. We )

had sold Xiotech and retired for awhile.
We quickly decided from being retired,
it’s like being in junior high: You go out-
side and there's no one to play with.

So we started Compellent, and we've
been doing real well. We're a venture-
backed company. We've raised $53 mil-
lion in venture capital. We have 145
employees now. We'll do $60 million this
year in revenue. The company is across
the globe.

One of our reasons for success is, we
have good technology. But one of our big

“We invested in a quality
product. We spent a lot of
money on R&D, and we
didn't have a lot of money.
We own all our own formu-
las. Not only do we have
these beautiful bottles, but
this stuff really works.”

— MONICA NASSIF,
Caldrea Co.

reasons for success is our culture. We call
the culture positive-aggressive. You can
picture working for a negative-aggressive
company, but ours is positive-aggressive.

Upsize: Steve Schussler, founder of the
Rainforest Café and T Rex Cafe, tell us
about your companies.

Steve Schussler, Schussler Creative:
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Schussler Creative is a creative laboratory, 8

where we create theatrical and entertain-
ment concepts for restaurants and retail
stores. Everything we create is a better
mousetrap. It’s theatrically compelled to
draw people, with good food and an
entertainment experience.

Strangely enough, research and devel-
opment is something that not a lot of
people spend a lot of ime and money on,
because they can't afford it. R&D costs a
lot of money, and building a brand costs a
lot of money. Starting one from scratch,
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let alone having 10 or 12 going at the
same time, is very hard, especially when
you have investors who say, stay focused.
We are focused, but we also think on
many levels, and many investors like to
see you on one track. And people who
think on multi-levels have a good track
record, but they need an opportunity to
show that they can think on multi-tracks.
That’s what we do, we have eight to 10

concepts that we develop at the same
time. So if we go to a show in New York
or LA, our reps are not representing one
product, they're looking at 10 different
concepts that we've created, trying to see
the applicable ways .

It's over-sensoried. I tell many people
they should bring two aspirins when they
visit us, one for on the way in, and one for
when they leave,
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We try to hire inspiring, creative peo-
ple. I think attitude says it all. We try to
do things with a very upbeat and positive
attitude. We don’t like to say the word no.
I think that's what's made us successful. |
think successful people have passion, and
passion becomes the engine of success.

Upsize: | notice you call what you do
mula-track thinking. Is that the nicest
thing people have said about the way you
do things?

Schussler: Well, some people call it
ADHD, some people call it ADD, but if
you talk to any number of entrepreneurs,
most entrepreneurs think on multi-levels.
They usually have three or four or five
things going on at the same time. It’s a
disservice to tell an entrepreneur that he
or she should be focused, because he or
she is focused but is thinking on muld-
levels. If you have a gift, we should
embrace it.

Upsize: Monica Nassif, I'm interested
in the way you're developing two brands:
Caldrea and Mrs. Meyer’s. How did you
do this successfully?

Monica Nassif, Caldrea: We started
with Caldrea and the high end, and get-
ting into specialty stores, simply because
of our competition. We didn’t have the
money to go after Procter & Gamble, and
others, they own the grocery stores. Also,
we didn’t feel the consumer seven or
eight years ago could handle at retail an
$8 cleaning product instead of $1.99. We
created the Caldrea brand to stay high.

I've been in retail for so long. I learned
it's hard to defy gravity. It’s hard to go
down into discount land, because once
you do you have to stay there.

We created Mrs. Meyer’s honestly to
knock ourselves off before someone else
did. And then also as we kept Caldrea
high end, that's served us well to test con-
cepts. Some things work, some things are
absolute duds. We try to end those duds
quickly.

Upsize: Phil Soran, you've raised a lot
of venture capital for Compellent, and
now you're looking at an initial public
offering. What are you doing to go after
that type of public money, and how is it
different?

Phil Soran, Compellent: We started
with angel money, and then we went into
venture capital. It was real hard to raise
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venture capital if you've never done it
before. They always want you to have
been successful somewhere else

Having been successful, with Xiotech,
it’s easier. We're going to the public mar-
kets for a couple of reasons. One is the
valuations you ger are just much higher,
because tech is back. Once you have ven-
ture capitalists, they have one goal, to get
liquid, so you have to get them liquid
eventually. You almost have no choice but
to do this.

The other big reason for us is branding,
The brand is very, very important

“The brand is very, very
important whether it's
restaurants, soaps or data
storage.”

— PHIL SORAN,
Compellent
Technologies Inc.

whether it’s restaurants, soaps or data
storage. We're storing data all over the
country, and they want to know you're
going to be around, and that you're going
to be surviving. The public markets is
actually a good branding move.

Upsize: What's different abour access-
ing public markets for capital vs. venture
capital?

Phil Soran: It’s a lot about momentum.
If you have the right momentum, the
public markets are very excited. V.Cs,
venture capitalists, are very skeptical.
They’re trying to find out what’s wrong
with you. They always want to say maybe.
They don’t want to say yes, because they
want you to get more desperate, because
they’ll get more of the company.

Investment bankers are motivated to
say yes because they get a commission.

Upsize: Steve Schussler, you're known

for generating a lot of creative ideas.
What's your process?

Steve Schussler, Schussler Creative:
The process first is you have to like the
idea, and then you have to fully submerge
yourself in it. You spend a lot of time in
libraries and in books, and then you spend
a lot of time and money on the idea. |
believe R&D — just like passion is the
engine of success — without R&D you
can’t possibly sell something and be con-
vinced of the brand working and taking it
internationally.

We put our own money behind our
own ideas. We're in there every day, and
we're creating, and when something does-
n’t work we change it and we change it
relatively fast. A lot of companies when
they start don’t believe in spending the
money, and taking the time for R&D ar
the beginning.

Upsize: I want to ask each of you to
address a few questions in turn. The first
one is: Describe a turning point for each
of your companies, something you did or
that happened and things started to go
much better.

Phil Soran, Compellent: For us, we've
had a couple of moments. One was due to
our PR efforts. Our business is SAN or
Storage Area Network, and we were able
to get SAN of the year, an award from the
largest trade magazine out there. That’s a
gutsy move to send your product out
there and you don’t know what they’re
going to do with it. We did that and out-
shone the competition.

Monica Nassif, Caldrea: A turning
point for us was the summer after we
started we started private labeling, for
Williams Sonoma. People said, "Don’t do
that." But we didn’t have a lot of cash. So
it was an instant and monthly case infu-
sion, and it also helped us prove our con-
cept with someone who's much bigger
and better at branding than us. It gave
notice in our industry that we were a
player.

Steve Schussler, Schussler Creative:
One was a gentleman named Lyle
Berman deciding to put his money and
get his friends to put their money in
Rainforest Café. Thar opened up a lot of
eyes and wallets and thought processes.

The other one was Walt Disney World.
I told my investors that Rainforest Café
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was an all-American concept. They told
me not to go to Disney World because
they thought they would steal the concept
or turn us down. I decided to go anyway
and spent four months pursuing it. And
they took it

Upsize: Steve Schussler, how many
people did you talk to before convincing
Lyle Berman, the gambling entrepreneur,
to invest?

Steve: Lyle Berman visited my home in
St. Louis Park, where I built Rainforest
Café, 27 umes over I think a 3 1/2 year
period, and at one point he brought a bus
full of all his employees, because he said,
"you really need to see what this nur’s
created, and how far he's willing to go."

I tell people all over the world, if you
truly believe in something — no matter
what it is, don’t stop. There are many
nights when I'd look in the mirror and
there were tears coming down my eyes,
and I'd start laughing at myself as I was
crying. I was really psycho. The bottom
line is you really have to believe. They
want to see you have a vested interest,
and also that you're emotionally invested
in it.

Upsize: The flip side of a turning point
where things went right is of course the
dark moments. Was there ever a time
when something went terribly wrong?

Phil Soran, Compellent: If you're
going to have a successful business you're
always going to hit a bump. The corner-
stone that we've used is when we hit the
bumps we go in the basement and try to
strategize together. If you met my two
partners you'd know we are very different
from each other, so if we can all agree we
figure we probably have the right strategy.
The other piece is, a lot of times you find
1 culture misfit. The sooner you get rid of
-hat the sooner you'll be successful.

Monica Nassif, Caldrea: There are
actually a lot of dark days when you start
1 business, because you have this crazy
dea and people across the table will say,
'no way." One of the memorable things |
'emember is, we had a very bumpy start.
We couldn’t get it off the ground. We
lecided to put some money behind a
lirect sales team. We invested a lot of
noney, and got a direct sales force. If
ou’re going to fix it, really fix it. Don’t go
alfway.
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Steve Schussler, Schussler Creative: |
like to say I never have a dark day; 'm
always positive. There’s been many
storms, many cloudy days. The most
memorable black day was the day the
DEA showed up at my house, and they
had these blue coats with yellow letters.
And my neighbors were all watching.
They asked me to step outside of my
house and said | had the most expensive
residential bill in the region, and they
thought | was growing marijuana. And
they asked me to put my hands on the car.

They searched my house and they

“| tell people all over the
world, if you truly believe in
something — no matter
what it is, don't stop.”

— STEVEN SCHUSSLER,
Schussler Creative

came out peeing in their pants and said,
"We thought we had a drug guy but
instead we have a nut. He's growing a
tropical rainforest in his house and there
are no marijuana plants."

What you have to do is laugh and smile
and you have to say I'm building a brand
and one day I'm going to be successful.

Upsize: I'm wondering what is the most
important thing in your view that causes
businesses to be successful?

Steve Schussler: You're depending on
people. That’s the biggest asset. Problem:
management. Solution: management. You
can’t depend on yourself only. All three of
us would want to clone ourselves, because
no one’s going to put more passion and
time in the business than those who are
creating it.

Phil Soran: Ditto.

Monica Nassif: | have a lot of people

say they want to try this idea. And rarely
do I find someone with a thoughtful plan
thart they can execute. | surrounded
myself with very good people who can
execute. This was the third company |
started and I knew what [ wasn’t good at. |
found people who were very good at what
I wasn’t good at.

Steve Schussler: Ego is a killer. Most
entrepreneurs need to have a healthy ego,
burt you also have to be realistic. That's a
very delicate balance.

Phil Soran: In the technology space,
you go back to Hewlett Packard and
Microsoft, and the founders are sdll
involved with the companies. And it’s like
what Steve said, they have the passion.

Upsize: What are the best lessons
you've learned about business that you'd
like to share with other business owners.

Monica Nassif: | have to share some-
thing I learned from a guy I went to see.
He took one look at the concept and said,
"Oh, it’s instantly intuitive, this should
work." The closer you are to instantly
intuitive the less time and money it takes.
So whenever I launch a product, launch a
brand, I ask myself, "Does it instantly res-
onate off the shelf?" Because that’s the
amount of time you have to connect with
the customer.

Phil Soran: I'd say dealing with people,
people are going to do well what they like
doing, so find what they like doing and
get them doing it. My end of that is, as
the head of the company, watch out for
the employees. The V.Cs, they don’t
watch out for the employees. Remember,
those are the people who got you there.

Steve Schussler: Trust your gut and
your instinct. Usually when we feel some-
thing, it’s right on.

- o
Monica
Nassif, Cal-
drea Co.: 612.436.7314;
monica@caldrea.com;
www.caldrea.com. Steven Schus-
sler, Schussler crentiw
763.746.3700; steven@schussler-
creative.com; www.schusslercre-

ative.com. Phil Soran, Compellent
Technologies: 952.294.3300;

JUNE « JULY 2007 UPSIZE 61




