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by 2030,
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extra tons of grain will be needed
to feed a growing population
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people are currently undernourished worldwide

FROM A SINGLE ANCIENT GRAIN,
WE’RE HARVESTING NEW WAYS

20%

of human calories
come from wheat

TO FEED THE WORLD.

98

%

of the world’s hungry
live in developing
countries

For thousands of years, wild cereal grains helped feed the Middle East in the face
of drought and disease. Today, the University of Minnesota is collecting the last
remaining samples of those ancient grains to help feed the world. By analyzing
their genetic traits, we’re breeding stronger, more productive wheat. Ultimately,
we’re growing hope of having a safe, sustainable food supply for the world’s
growing population. It’s one more way the future is being Made in Minnesota.
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In today’s business environment, the most successful
companies employ a global business strategy. This
strategy can take many forms, including purchasing
materials overseas, exporting products, outsourcing
the manufacture of components or products, or
opening overseas locations. The types of activities
in which globally active companies engage tend
to change over time, often resulting in a dynamic
global strategy that incorporates proximity to
demand and production.

about international growth, they seem to
appreciate the challenges associated with doing
business offshore and have strategies in place to
address them.

According to the 2014 McGladrey Manufacturing
Monitor, almost 60 percent of executives expect
growth from outside their home country in the next
12 months. While executives appear to be optimistic

Regulatory compliance
Some countries have rules on businesses that
extend far outside their borders. It is critical
that companies establish a compliance policy to
mitigate the risk of violating legislation both in the
U.S. and abroad.

Working with our clients, we have identified
the most significant risks and challenges our
international clients are facing. We encourage all
companies to carefully evaluate the impact these
issues could have on their businesses:

Vendors
Foreign-based companies may not be subject
to regulations as stringent as those applied to
companies operating in the United States. Problems
with ingredients, manufacturing methods and
vendor employees can present risks for U.S.-based
companies working with overseas merchants.
Culture
The way business is done varies greatly around
the world. Building a full understanding of the
culture and practices is key to being successful
internationally.
If you have questions about these or any other
international risks, visit www.mcgladrey.com/
international or call us at 612.573.8750.

McGladrey LLP is the U.S. member firm of RSM International, a global network of independent accounting, tax and consulting firms. © 2014 McGladrey LLP. All Rights Reserved. MCG-0814TB
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editor’s note
Dale Kurschner

>

DKurschner@tcbmag.com

Hidden Gems in the Rough of Corporate Governance

O

ne of the benefits I
most appreciate at
Twin Cities Business is the privilege
of getting to know different
leadership approaches throughout Minnesota, including those
involving corporate governance.
On the one hand we have
Digi-Key Corp., where two individuals—owner Ron Stordahl
and company architect, president
and COO Mark Larson—are
their own board of directors.
Throughout the company’s
43-year history, their approach
to corporate governance has
bested that of many publicly
traded-business boards, allowing
Larson to build what is today the
world’s sixth-largest electronic
components distributor, generating $1.75 billion annual sales
and employing more than 2,700
people in its home town of Thief
River Falls. (Twin Cities Business
inducted Larson into the Minnesota Business Hall of Fame
in July; the story’s online at bit.
ly/1ryLDkE.)
On the other hand we have Best Buy,
where its directors stepped up to the plate
during the most significant leadership crisis
in the company’s 48-year history. That
was in early 2012, when CEO Brian Dunn
resigned during a personal conduct inquiry,
and a month later, founder and then-chairman Richard Schulze stepped down and
postured that he might try to lead a buyout
of the company. Amid this turmoil, these
board members quietly, methodically set
the company on an even better course than
the one it had been pursuing.
Though Best Buy’s stock eventually
tanked—by Dec. 24, 2012, it had reached
a new low at $11.29 a share—within 11
months, it shot up 287 percent, to $43.69 a
share. And it’s the board’s actions that led
to this. Specifically, it hired as Best Buy’s
new CEO Hubert Joly (who immediately
took the necessary steps to right what had
become a listing ship), convinced Schulze
to come back into the fold as chairman
emeritus and added to its board two seasoned former Best Buy executives.
Whether it’s highly structured or infor-

mally managed, corporate governance is
more important than ever today because
of how much it affects our economy and in
particular, the lives of ordinary individuals
(mainly, employees). And yet all we read
about is how it’s failing. I blame this not on
a negative media, but on the fact that instances of poor corporate governance seem
to so outnumber those that are positive.
For example, where was good corporate
governance when the 449 companies in the
S&P 500 index publicly listed from 2003
through 2012 used 54 percent of their earnings—$2.4 trillion—to buy back their own
stock, and another 37 percent of earnings
to pay for dividends? Good for investors
(including executives and directors who are
compensated with stock options), but as
a Harvard Business Review article recently
pointed out, this has been bad for reinvesting in corporate infrastructure, R&D, and
higher wages and salaries for employees.
Some point to this and blame corporate
directors for the fact that wages are still not
growing as fast as they need to before the
economy will gain speed once again.
It’s getting so bad that some are recom-

mending boards of directors be outsourced.
The Stanford Law Review in May included
a piece whose authors propose the creation
of a new type of professional firm called a
board service provider. Companies would
hire such firms just as they hire accounting
or law firms. An Aug. 16 Economist column
citing this proposal described the landscape
this way:
“Boards are almost exactly as they were a
hundred years ago: a collection of grey eminences who meet for a few days a year to
offer their wisdom. They may now include
a few women and minorities. There may
be a few outsiders. But the fundamentals
remain the same. Board members are parttimers with neither the knowledge nor the
incentives to monitor companies effectively.
And they are beholden to the people they
are supposed to monitor.”
All of the above helps explain why
Twin Cities Business is proud to present
outstanding corporate directors awards
each October.
We start by inviting you and others
to send us nominations. Our selection
committee then reviews those nomina-

tions as well as suggestions each
of us might have contributed,
to develop a list of finalists. And
then we conduct research on
these individuals before selecting
the five who you’ll read about
beginning on page 48.
We first determine that each
honoree meets various criteria,
including what one expects in any
good director—knowing their
organization and its industry,
attending at least 75 percent of
board and committee meetings,
reviewing and understanding all
previously submitted materials,
and demonstrating integrity and
high ethical standards. But our
criteria also require that each
honoree:
>Be a team-oriented achiever
who has extended to others his or
her own strong entrepreneurial
vitality.
>Contribute to open, frank board
and committee discussion.
>Communicate candidly, constructively and with courage.
> Champion all stakeholders’
interests.
One of our honorees this year is Best
Buy director Kathy Higgins Victor, who
chairs its governance committee and
chaired the committee that led to the selection of Joly. She also played an integral part
in devising the agreement through which
Schulze (and the 18 percent of Best Buy
stock he still owns) became a friend of the
company once again.
“We worked across a number of tough
issues and very challenging times, and she
was top-notch,” says fellow director Ron
James. “What you see is what you get—very
thoughtful, very business-minded, wants
to make sure we do the right things for the
organization, always mindful that we have
shareholder interests that need to be served
and balanced.”
Higgins Victor and the other four
honorees this year are fantastic examples
of what is working well in corporate governance today. In telling their stories both
in these pages and at our awards event Oct.
23, we hope to inspire others to follow in
their footsteps. TCB
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We buy electronics and electronic
components, semiconductors,
connectors, test equipment, wire, motors,
relays, pumps, compressors, casters,
and electro mechanical assemblies.
Contact us: timboles@visi.com
612-332-2369

letters
We welcome your comments. Please send your thoughts to letters@tcbmag.com.
TCB reserves the right to edit submissions for length and clarity.

Renewable energy produces tangible benefits
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Garlock-French,
you’ll love the way
we make you feel
A commercial roof by Garlock-French
is a smart investment because a
Garlock-French roof is built to last
and will add value to your property
for years to come.
For over 82 years, Garlock-French
has been providing long-lasting
roofing solutions with friendly,
reliable, detail-orientated customer
service you can trust. In fact, we
include a no-hassle guarantee on all
our work, plus competitive pricing.
Dedication to excellence and great
value, that’s Garlock-French.

Roofing, Chimneys, Sheet Metal and more
We’ve been up on roofs longer, and it shows.

innesota’s economic benefits from renewable energy have grown our economy, added jobs and made the electrical grid more secure and reliable. These
are hardly “theoretical” benefits, as stated in the August TCB article “How Smart Is
Alternative Energy?” Years ago, collaboration among diverse interests, combined with
smart policy, set the stage for Minnesota companies to gain early dominance in the
renewable energy markets and deliver huge, continuing benefits to our state.
Let’s take a step back to better understand the history of how Minnesota came to
play a pivotal role in renewable energy: In the mid-1990s, the state Legislature mandated that Xcel Energy purchase wind power in exchange for allowing more nuclear
waste storage at the Prairie Island facility, as well as the ability to store spent fuel for
a longer period. When Xcel again requested extended nuclear waste storage about
10 years later, the Legislature
increased Xcel’s required wind
capacity.
These early agreements
created clarity in market
conditions that set the stage
for development and deployment of truly utility-scale
wind power. Companies
such as Blattner Energy, M.A.
Mortenson, Anderson Trucking and others expanded their
operations into renewables.
This was a significant head
start compared with the rest
of the country, and it allowed
these companies to capture
early experiences that were
pivotal in later establishing
market dominance. Along
with our industry colleagues, we were able to grow nationally and internationally.
The benefits have been real and tangible: Minnesota has the seventh-largest wind
portfolio in the country, representing a private capital investment into the state of
more than $5.6 billion. That helps support up to 2,000 hard workers in Minnesota’s
wind power supply chain. Landowners—often farmers who host turbines on their
land—receive over $10 million a year in lease payments, giving them a productive
“crop” year-round. With wind power to diversify our energy mix, rates have been kept
in check and consumers are better insulated against fuel price volatility. In fact, the top
11 wind-power states have collectively seen their rates decline relative to all other states.
The author leads the reader to believe that renewable energy has been the cause
of a percentage of Xcel’s latest proposed rate increase when he writes “More than 25
percent of this rate hike’s second-year ‘step increase,’ or about $27.5 million, would
go to offset the capital costs of a major acquisition of wind farms in Minnesota and
North Dakota meant to help the utility meet its state-mandated goal of deriving at
least 30 percent of its revenue from renewables by 2020.” This is not the case: Utilities
like Xcel are not required to own wind-generation assets. A utility’s decision to actually buy a power generation facility of any type is a voluntary and strategic business
conclusion. I think one should believe that Xcel has a solid business case for its wind
energy decision.
Collaboration among many interests and stakeholders has helped make Minnesota
a leader in renewable energy, and our economy is stronger because of it. The list of
benefits is long, and we should continue to support an industry that has created jobs,
spurred economic growth and fostered a more diverse, secure grid.

Doug Fredrickson
2301 East 25th Street, Minneapolis • 612-722-7129
Garlock-French.com • MN License #BC001423
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Vice president, operations
Blattner Energy
Avon, Minn.

CHRIS WINN
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CONGRATULATIONS TO 2014
TWIN CITIES BUSINESS MAGAZINE’S OUTSTANDING DIRECTOR

KATHY HIGGINS VICTOR
Thank you for your dedicated service as a Best Buy® board member.

© 2014 Best Buy. All rights reserved.

MLS EXPANSION
by 2020
2014

news > trends > personalities
edited by

19 teams (10 in east, 9 in west)

Adam Platt

2015

Orlando and New York City join
2017

Atlanta and Miami join (pending
stadium approval in Miami)
2018-2020

PROFESSIONAL SOCCER:

Minneapolis, Sacramento, San
Antonio, St. Louis and Las Vegas are
said to be in talks with the MLS for
the 24th and final spot. Expansion
fees currently range from $70
million to $100 million.

ALREADY HERE

Minnesota United FC’s strong growth has taken the air
of inevitability out of the Vikings’ MLS gambit.

>

MN UNITED by the numbers

Minnesota United FC is trying to get your attention. Last spring, TCB reported on the club’s
overhaul, led by Dr. William McGuire, former CEO
of Minnetonka-based UnitedHealth Group. Over a
year later, the team is determined to be treated like the
professional sports organization it is.
MN United has doubled its marketing budget
since 2013 and grown its front office staff from 4 to 37
people says Nick Rogers, its president. A new training
ground attached to the Bielenberg Sports Center in
Woodbury is under construction and includes a 7,500
square-foot facility for the team’s exclusive use, along
with use of a new 90,000-square-foot indoor field
house. The club has increased the amount of money
spent on player contracts—many competitive with
wages offered by Major League Soccer, says Rogers,
though he declined to elaborate.
That investment in operations, talent and marketplace visibility has translated to increased attendance.
As of press time, MN United’s average attendance for
the 2014 season had risen 51 percent. It doesn’t hurt
that the team has been winning—it claimed the spring

league championship and a
spot in the overall playoffs in
November.
“We’ve got a competitive
owner; even winning isn’t
always enough,” Rogers says.
“There’s an urgency to keep
improving everything.
There’s no complacency.”
MN United’s 2014
season also featured
showpiece matches
increasing exposure
to the general public. On
Aug. 2, 34,000 attended
an “international friendly”
match between English
champions Manchester
City FC and Greek champions Olympiacos at TCF Bank Stadium, which was
followed by a regular-season MN United home game.

>
IS IT FINALLY CONDO TIME
IN LINDEN HILLS?
The delayed and controversial
Linden Crossing development
looks like a go.
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2013

2014 (through 8/1/14)

Average attendance

4,467

6,674

Season-ticket holders

242 (as of opening day)

1,500+

Biggest crowd

6,754

9,064

While Rogers denies that the match was any kind of
“litmus test,” a soccer match on par with it hadn’t been
held here since the 1970s.
And the talk continues about a Major League Soccer
franchise. Speculation continues about Vikings ownership and a new stadium, or the potential for a soccerspecific stadium near Target Field (and a rumored alliance between McGuire and the Pohlad family). Major
League Soccer is looking to expand to 24 teams by 2020,
and only one remaining expansion franchise remains to
be granted. Rogers insists his horizons are pragmatic.
“We’re not about what league we’re in, we’re about
the club,” he says. “We’re certainly paying attention,
but we’ve never said that our goal is to bring the MLS
here.” —Christie Washam

About two years ago, TCB wrote about the regulatory challenges and public opposition residential
developers in Minneapolis and St. Paul faced trying to execute infill developments, consistent with
both cities’ emphasis on increasing residential density and tax base. The poster child has been first-time
developer Mark Dwyer’s condo project in Linden Hills, which evoked high-pitched acrimony from
neighbors who opposed the project’s scale and the congestion they said it would bring to the retail node.
The project was long backed by city planners, but political opposition drove it into the rocks of
the City Council, which vetoed it and followed with a development moratorium in the neighborhood. After the city created a “small area plan” for Linden Hills late last year, Dwyer halved the size
of his project, from 40 units to 20. A request to add an additional half-story, set well back on the
structure, evoked another round of acrimony this summer, but the new, more density-friendly City
Council approved the request and Dwyer can move ahead.
Dwyer still needs to purchase the land at 43rd Street and Upton Avenue, the site of a vacant restaurant building and parking lot. (Dwyer says he expects to pay north of $2 million.) Then he must
obtain financing for the project, which has sold nine units. (A common pre-recession benchmark
for lending was 50 percent sold.) Dwyer hopes to break ground yet this year. He says he had “200
expressions of interest from adjacent Lake Harriet neighborhoods,” but he says price hikes caused by
halving the development’s size mean most of his current inquiries come from Edina. —Adam Platt

{ COMPETITIVE EDGE }

JASON DERUSHA
What happens when a popular local evening news
reporter moves to mornings? Good question.

>

In May 2013, WCCO This Morning, the 4:30–7:00
a.m. local news program, was lagging in ratings.
It came in last of the four local morning shows at the 6
a.m. hour for the coveted 25- to 54-year-old demographic, and third overall. The next month, reporters/
weekend anchors Jason DeRusha and Jamie Yuccas
DERUSHA
were reassigned to the program, formerly anchored by
by the numbers
Mike Binkley and Angela Davis. (Binkley and Davis
27,000
moved to Sunday evenings.)
Twitter
followers
“The business side of this is, yeah, Jamie and I
26,000
together were brought on to say, ‘Let’s go after that
Facebook fans
demographic, let’s get that audience,’ ” says DeRusha,
whose primary focus for the previous five of his 10
2,400
Instagram followers
years at ’CCO was the popular “Good Question” segment on the 10 p.m. broadcast.
5
Having relied on viewer suggestions for “Good
Emmy Awards
Question,” DeRusha continued to engage them in his
45 minutes
new role as well. “Jason was an early adopter of social
DeRusha weekly on-air time
media,” says WCCO assistant news director Mike
pre-June 2013
Caputa. “It gives him a very good idea of what people
900 minutes
are interested in, and we can translate that into content
DeRusha weekly on-air time
in the newscast and translate that into viewers.”
post-June 2013
The morning anchors integrate social media users
into the show using a technology called TV Interact,
which pulls Facebook and Twitter posts onto the screen. In its first year, the new crew grew
the morning show’s Facebook page from 7,000 to 14,000 fans.
“When you wake up, most people I think
RATINGS
are checking their work email and checking
Trends for September 2013–May 2014 season their Facebook feed or their Twitter feed,”
compared with September 2012–May 2013
says DeRusha. “And so we want to be in
+36% 4:30 a.m.
there. We want to have something from our
+18% 5 a.m.
show that makes people say, ‘Oh, I better
+26% 6 a.m.
turn those guys on.’ ”
1
Rank among all local
The most notable content addition to the
morning shows
program is “4 Things You Need to Know,”
a segment at the end of the broadcast that
quickly highlights four stories for viewers to talk about that day. The concept was, DeRusha
says, “if we’re going to strategically go after growing an audience between 6 and 7, let’s give
them something substantial in that time period.”
After DeRusha and Yuccas’ first year on mornings, WCCO’s 6 a.m. ratings for the 25–54
demographic had risen to second place (after KARE), and placed first in that demo at 4:30
and 5 a.m. Overall, WCCO This Morning ranked No. 1 for the 4:30, 5, and 6 a.m. day parts.
Correspondingly, advertising sales have increased.
“Everything is up, up, up,” says DeRusha, “which is exciting.”
WCCO
—Megan Wiley
THIS MORNING
13,000

Facebook friends
(from 7,000
in June 2013)

BRANDS WITH NINE LIVES
Their heyday long past, the chilito, pannekoeken and
an obscure brand of pizza soldier on.

>

The Zantigo name evokes memories of 1970s-era Mexican food consumed
late at night in your car. But while most were shuttered in the 1980s or
became Taco Bells, there are still five locations across the Twin Cities serving up its
signature menu item: the simple but apparently habit-forming chilito.
“It is our No. 1-selling item,” says Don Kaelble,
who owns the local chain with brother Kevin. “It’s just
chili sauce and cheese on a flour tortilla.” (A handstretched tortilla, he adds.)
Zantigo currently operates in St. Paul, Bloomington, Woodbury, Blaine and Fridley and is one of several restaurant brands surviving—in vastly reduced
form—from bygone eras. (Pannekoeken Huis and
Rocky Rococo also still have local outposts.)
Zantigo began as Zapata in the late 1960s and was shuffled among various
ownership groups as it grew. There were dozens of locations across the Midwest
when it was sold to PepsiCo—which already owned Taco Bell—in 1986. Zantigos
were converted or closed. Kaelble worked for
the original chain from 1975 to 1987.
In the 1990s, the Kaelbles opened a few Zapata restaurants and later discovered that the
Zantigo brand was no longer under PepsiCo’s
control. When the Fridley spot opened in 2000,
they revived the Zantigo name.
“The best compliment is when they say
‘This tastes just like it did when I was kid,’ ”
says Kaelble.
Back in the 1980s, you could find square
slices of Rocky Rococo pizza all over town, including downtown Minneapolis, Uptown and Dinkytown. Today a single location
in Brooklyn Park remains. (Rococo remains ubiquitous in Wisconsin, where it has
25 locations.) Trey Hester, president of Rocky Rococo Restaurants, did not return
phone calls about his lone Minnesota pizzeria.
A pannekoeken is a puffy, oven-baked Dutch pancake. In 1996, state revenue
officials raided nine restaurants owned by Edina-based Sytje’s Pannekoeken Family
Restaurants Inc. for unpaid taxes. The chain later filed for bankruptcy, but franchised locations were not affected. Today the only remaining Huis is in St. Louis
Park. Derek Moberg and his father Roger own the restaurant. Another former
franchisee operates a Pannekoeken in Rochester, sans the “Huis” moniker.
Because when it comes to puffy pancakes, puffy pizza, or the chilito, nostalgia
sells. “Everybody’s kind of got a story of the original Pannekoeken that they used to
go to,” says Moberg. “It’s a very unique product that you can’t find anywhere else.”
—Burl Gilyard
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NO OUTLET NECESSARY

A local company is tapping wind and solar power to charge electronics.

>

You just lit a campfire, miles from
the nearest wall socket, when an alltoo-familiar tone informs you that your
phone is dead. A savior may be on the
way, though. A native of Iceland working
out of a former school building in the
small southwestern Minnesota town of
Clarkfield plans to revolutionize the way
we charge electronic
devices.
While running an
East Coast investment fund, Einar
Agustsson decided
to redirect his energy
toward developing
more efficient generators that use green
energy. His company,
Skajaquoda, began
developing products that allow people
to power their phones, tablets, cameras
and other devices using wind and solar
power—and a successful crowdfunding
campaign is helping bring the concepts
to market.

The first product, Trinity, is a portable
wind turbine. A smaller model ($299)
has a 15-watt generator and starts as
a 12-inch tube, from which emerge
aluminum legs that can be propped up
in a tripod configuration. There’s also
the larger Trinity 100 ($499), which
has a 100-watt generator. It tucks into a
20-inch cylinder
when not in use.
Power derived from the
turbine’s spinning blades
charges Trinity’s
internal battery.
Users can then
tap into that
charge via one of
Trinity’s several
inputs. (You can also circumvent Trinity’s internal battery and charge devices
directly from wind power, but it’s slower
and “less than ideal,” says Agustsson.)
The time it takes to charge Trinity’s
battery depends on wind velocity. In

> Locally based Super-

a 10 mph breeze, the smaller model
would generate enough power in
about an hour to charge your phone,
Agustsson explains.
Trinity’s Kickstarter campaign drew
$75,319 from 339 backers, exceeding
its $50,000 goal. Skajaquoda will bring
Trinity to market in early 2015 and has
received pre-orders, although Agustsson
declined to specify how many. The startup
is targeting travelers and outdoors enthusiasts, and has received “a lot of interest”
from boat owners—but Skajaquoda is
eyeing larger versions for homeowners.
Meanwhile, Skajaquoda is developing
a similar product that uses solar power.
The Sun Strap features a flexible solar
panel sewn into fabric, which can be
fastened around the strap of any bag
(backpacks or golf bags, for example)
using Velcro. It, too, has an internal battery and USB output, and can be used to
charge electronic devices. At press time,
its Kickstarter campaign was funded to
109 percent of the $15,000 goal.
—Jake Anderson

Valu and Dairy Queen

were the latest companies
to acknowledge being hit
by a data breach.

> The Minnesota Vikings

announced plans to contribute an extra $49 million
to stadium construction, meaning
the Downtown
East project has
grown to more than
a billion dollars in
anticipated cost.

> Target announced a

revamp of its overwhelmed
supply chain in Canada and
a new price match policy
for Canadian customers.
It also reduced earnings
projections for the year
days before new CEO Brian
Cornell took office.

UnitedHealth Group and United Health Foundation congratulate
Jim Campbell, United Health Foundation Board Chair
on being awarded the Twin Cities Business Outstanding
Directors Lifetime Achievement Award for his tireless,
strategic and diplomatic leadership of some of Minnesota’s most
notable companies and nonprofits.

Helping people live healthier lives
www.unitedhealthgroup.com
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INSIDE OUT

Could Medtronic’s latest monitoring implant someday
be a lifestyle option for healthy people?

>

A new Medtronic cardiac monitoring device boasts such advances in
miniaturization and simplicity of implantation that the company thinks it one day
may be used by healthy people as often as
by sick ones.
The Reveal LINQ was created to
determine whether patients’ recurrent
fainting problems were caused by a cardiac
arrhythmia. The Reveal LINQ allows
constant behind-the-scenes monitoring of
heart palpitations 24/7 for three years. But
implantable cardiac monitors are not new.
The breakthrough here, say company
officials, is the product’s miniaturized size,
more than 80 percent smaller than other
insertable monitors—smaller than a AAA
battery and requiring an incision of less
than 1 centimeter to implant. Doctors don’t
need the level of specialization that was
previously required to implant the device,
says Medtronic senior program director for
diagnostics and monitoring Mark Phelps.
“The simplification of the procedure was
an important part of the system design,”
Phelps says. “It’s going to cause a great

1_12783
x 4.875"
4C

reduction in costs, and
will allow the procedure to take place more
easily in developing
countries.”
When the device
was initially proposed,
William Katsiyiannis,
clinical director of the
Minneapolis Heart
Institute’s heart rhythm
management program,
thought it interesting
but not necessarily
groundbreaking. That is, until he began
describing to patients the Reveal LINQ’s
diminutive size as closer to a paperclip than
a flash drive—and touting the fact that it involves less scarring and no need for stitches.
“From a market penetrance perspective,
it really is [groundbreaking],” says Katsiyiannis, who estimates he has implanted
devices in up to 10 patients within the past
six months.
Although Medtronic is primarily
focused on the implant’s role in diagnosing

cardiac arrhythmias, Phelps thinks current
capabilities are just the tip of the iceberg.
“I think the natural path for future
implantable monitors will be in the health
preservation and lifestyle realm,” Phelps
says. “Our next generation of implants
could connect directly with smartphones
and take advantage of the mobility infrastructure that’s out there.”
Phelps envisions a future where the
devices are so easy to implant that they
won’t just be used for disease management

but by young, healthy people to monitor
how lifestyle affects their health, similar to
wearables used today, but on a much more
in-depth and powerful level.
While Katsiyiannis agrees there’s a market for healthy patients, he cited a couple
of hurdles. The device’s three-year battery
life should be greater. Too, “as smartphone
technology changes, you could get into a
problem where the device is under your
skin but is passed up technology-wise.”
—Kevin Mahoney

Imagine where you want
to take your business
Now let us help you get there
Ask us about credit options for almost any business need. Whether you want to expand your
operations, purchase new equipment, refinance your commercial property, or simply supplement
your cash flow, Wells Fargo has financing options to fit your plans and your budget.
You’ll find a wide selection of products and services to help move your business toward financial
success. Let’s work together to build the business you envision.
Talk to us today about all of your business credit needs.
Visit wellsfargo.com/appointments to schedule an appointment with a banker.
Wells Fargo has loaned more money to small businesses than any other bank
for more than a decade.*
*2002-2012 Community Reinvestment Act government data.
All credit decisions subject to credit approval.
All financing is subject to credit approval and SBA eligibility.
© 2014 Wells Fargo Bank, N.A. All rights reserved. Member FDIC. (XXXXXX_XXXXX)
1206601_12783 9x4.875 4c.indd 1
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STUDENT LAWSUITS:

A NEW
LEGAL
HOTSPOT?
Minnesota school
districts have been
successfully sued by
students over social
media posts, and
it’s getting the legal
profession’s attention.

>

WITH OUR FUNDS YOUR LEGACY
WILL NEVER GO EXTINCT.
Support what you love where you live
with a Minneapolis Foundation legacy fund
for the environment.
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Let’s accept this: Back in
ancient Greece, there was
a guy in a toga going on about
Plato, as a student handed a
smart-ass note to a friend.
Students passing impertinent
missives are nothing new.
Only today the notes are social
media posts, and what is
new is that schools are trying
to restrict them, even when
posted off-campus. Lawyers
are taking notice.
In June, Reid Sagehorn
filed suit after he was
expelled from Rogers High
School after joking on Twitter that he had been romantically involved with a teacher.
This comes after a settlement
in the case of Riley Stratton, who, three years ago, at
age 12, was disciplined after
posting on Facebook that
a hall monitor was mean.
Her mother sued and won a
$70,000 settlement.
Stratton’s lawyer, Wally
Hilke of Lindquist & Vennum, is shocked the case
took that long to resolve.
“Our strategy was to give the
school district a chance to
do the right thing,” he says.
“That turned out to be a
tremendous failure.”
The facts were never in
dispute: School administrators and a uniformed sheriff
took Stratton into a room and
demanded she tell them her
Facebook password. Hilke
claimed First and Fourth
amendment violations, and
the settlement required that
the school rewrite its policies
to forgo dominion over athome, non-threatening social
media usage.
The American Civil
Liberties Union supports

such outcomes. “It’s going
to take a while for schools to
recognize that social media is
no different from kids sitting
around talking at McDonald’s,” says Teresa Nelson,
legal director of the ACLU’s
Minnesota chapter.
Hilke believes more lawsuits are coming “as students
become aware that schools
can’t punish them for offcampus speech.”
It’s all part of a trend of law
firms finding pockets of business in social media disputes.
Last year Gray Plant Mooty
offered a first-of-its-kind
social media legal guide for
businesses, and its 27-lawyer
higher education group has
been finding work helping
educators write social media
policies designed to preempt
Stratton-type scenarios.
“Social media questions
are becoming an important
part of our practice, and we
don’t see that changing,” says
attorney Kathryn Nash, a
principal at the firm. “Technology is evolving quickly
. . . there’s always going to be
something new coming up.”
—Adam Wahlberg

Ta lk t o my
la

The key to building a business is knowing when to play it straight,
and when to improvise. At Western Bank, we understand your needs.
We work with you one-to-one, creating a banking relationship to
keep you going strong. We can match our resources to your needs,
large or small. Growth, success, and all that jazz.
That’s the Western way.

TM

western-bank.com

w ye r.
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star treatment for VIP clients and guests
by Melinda Nelson

Drink Locally
Entertain a client with a harvest-season break at a local vineyard.

Crow River Winery
and Vineyard

• If your clients have never experienced

the beauty of the prairie in autumn, take
them to Crow River Winery, 40 minutes
west of Minneapolis near Hutchinson.
Established in 2004 by Mike and Val
McBrady, longtime farmers with a deep
appreciation for the unique terroir of the
Crow River Valley, the winery includes four
vineyards, event facilities, an apiary and
fields where the McBradys grow hardneck

garlic. Taste award-winning Frontenac,
Black ’Sota (named after the Dakota word
sotah, meaning “sky-colored”), the sweet
dessert wine Ten Month Winter and other
varieties. Private group tours, tastings and
special events are also available. 14848
Hwy. 7, Hutchinson, 320-587-2922,
crowriverwinery.com

Wild Mountain Winery

• True oenophiles will enjoy a pilgrimage
to Wild Mountain Winery near Taylors

Four Daughters Vineyard

Four Daughters Vineyard

Falls on the St. Croix National Scenic
Riverway, a region well suited to growing
cold-hardy grapes. Established in 2011, this
small, rustic winery specializes in grapes
developed by the University of Minnesota
and Elmer Swenson, the late Wisconsin
grape breeder who crossed French hybrid
grapes with local wild grapes and revolutionized grape growing in cold climates.
Sit outside amid the trees, listen to live
music, enjoy local cheeses and sip Prairie
Star, Elmer’s White, Wild River Red and

other award-winning wines. 16906 Wild
Mountain Rd., Taylors Falls, 651-583-3585,
wildmountainwinery.com

Northern Vineyards

• For another perspective on the Min-

nesota wine trade, introduce your clients to
Northern Vineyards in the historic town of
Stillwater. Established in 1977, Northern is
among Minnesota’s oldest wineries. Using
cold-hardy grapes grown in a dozen small
vineyards in southern Minnesota and west-

uncompromising craftsmanship superior construction management
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Wild Mountain Winery

ern Wisconsin, winemaker Robin
Partch produces about 30 different
wines each year. Relax on the deck
overlooking the St. Croix River
and the Stillwater Lift Bridge, and
taste wines made from La Crosse,
Edelweiss, Sabrevois, St. Croix, and
other cold-hardy grapes, including
a distinctive ice wine made from
grapes allowed to freeze on the vine.
223 Main St. N., Stillwater, 651-4301032, northernvineyards.com

Schram Vineyards

• For clients with an interest in

Wild Mountain Winery

7_12827
9x4.875

viticulture, Schram Vineyards is
about as close to the source as you
can get. In 2008, Aaron and Ashley
Schram began planting vines on a
small plot of farmland just west of

Crow River Vineyard

the University of Minnesota Horticultural
Research Center, where Frontenac, La
Crescent, Marquette, and other cold-hardy
grapes were developed. Today, the couple
produce an array of wines including Marquette, a winner of the silver medal in the
2013 International Cold Climate Competition; Blossom, made with Frontenac
Gris, Brianna, and Prairie Star grapes; and
Barnstormer, a red wine inspired by the
grass airstrip abutting the vineyard. After a
rousing game of bocce, sit in the pavilion
and taste the Schrams’ handcrafted beers,
including Red Barron Ale and Smoking
Aces Porter. 8785 Airport Rd., Waconia, 952442-5105, schramvineyards.com

Four Daughters
Vineyard & Winery

• After a day doing business in Rochester,

unwind with a tasting at Four Daughters
Vineyard & Winery, a leisurely 30-minute
drive down Highway 63. Founded three
years ago by Vicky and Gary Vogt on six
acres of family farmland, the enterprise
now includes the eponymous four daughters and their husbands, two of whom are
the winemaker and vineyard manager. Enjoy beef tenderloin carpaccio, goat cheese
torta and other appetizers as you sample
Marquette, Minnesota’s only gold medal
winner in the 2013 Finger Lakes International Wine Competition; La Crescent,
a sweet, German-style wine named Best
in Show in the 2012 International Cold
Climate Competition; and other boutique
wines. Private group tours, tastings and
special events are also on offer. 78757 State
Hwy. 16, Spring Valley, 507-346-7300,
fourdaughtersvineyard.com TCB

The legacy of leadership

4c

Great leaders leave a mark on the communities they
serve. They bring people together, create a consensus
and work hard to make positive change. What is
accomplished today can last for generations.
Congratulations, Jim Campbell, for achieving
the 2014 Outstanding Directors Lifetime
Achievement Award.
wellsfargo.com

© 2014 Wells Fargo Bank, N.A. All rights reserved. Member FDIC. (1206737_12827)
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The key to building a business is
knowing when to play it straight,
and when to improvise. At Western
Bank, we understand your needs.
We work with you one-to-one,
creating a banking relationship
to keep you going strong. We can
match our resources to your needs,
large or small. Growth, success,
and all that jazz.

FOR YOUR DAILY
DOSE OF MINNESOTA
BUSINESS NEWS

the best opportunities for networking in October
by Christie Washam

That’s the Western way.TM

western-bank.com

FACEBOOK
facebook.com/twincitiesbusiness

TWITTER
@TCBmag
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THURSDAY

Celebrate Rise Fundraising Gala
Photo by Melinda Martin melinda.smugmug.com
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Rise, founded more than 40 years ago, helps individuals with disabilities or
other barriers live independent lives. More than 400 community supporters are expected to attend this year’s gala event, sponsored by Pentair, with
WCCO-TV’s Jason DeRusha as the guest MC. Event includes dinner and recognition for “rise’ing stars” and “champions of the mission,” plus a live auction.
5 p.m., $75, Minneapolis Marriott Northwest, Brooklyn Park, 763-783-2832,
rise.org/46/celebrate-rise-fundraising-gala.html

2

THURSDAY

StartUp Grind Minneapolis
With high-profile marketing stints at Nike,
Levi’s and Facebook, Macalester graduate
Rebecca Van Dyck leads this fireside chat
hosted by StartUp Grind, a networking
organization for local startup employees and
entrepreneurs. Come early to mingle with
other entrepreneurs. 6:30 p.m., $15-$20,
Janet Wallace Fine Art Center, Macalester College, St. Paul, startupgrind.com/minneapolis

Let’s Take a Stand
Fairness. Honesty. Justice.

4

SATURDAY

Twin Cities Code Camp 17

Fighting for justice is hard work; you need a dedicated team in
your corner. Find out how we can help with your employment,
consumer or whistleblower disputes at halunenlaw.com .
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Join hundreds of IT pros from around the Twin Cities at this event.
Speakers come from firms such as Microsoft and General Mills. Session topics include new coding platforms, security tips, and taking
your app global. Send your programmers to this code camp to learn
the latest from local experts. 8:30 a.m., Free, Keller Hall, University
of Minnesota, Minneapolis, twincitiescodecamp.com

21-22
TUESDAY-WEDNESDAY

Cyber Security Summit
With speakers from the nation’s front
lines of cyber security, including
Stewart Baker, former assistant secretary of homeland security. This summit,
sponsored by Symantec and law firm
Maslon, is for tech professionals, business executives, managers, lawyers and
policymakers. Learn how to combat the complex and growing problem of cyber
security to ensure your business information is protected. Session topics include
password security, cyber resiliency, and liability. 5:30 p.m. Mon., 7 a.m. Tues., $149$779, the Commons Hotel, Minneapolis, 763-548-1313, cybersecuritysummit.org

23

THURSDAY

Outstanding Directors Awards
Hosted by TCB, this event honors outside directors for excellence as board members. This year’s honorees are: Kathy Higgins Victor, Centera; James Campbell,
Wells Fargo; Chris Policinski, Land O’Lakes; Sally Smith, Buffalo Wild Wings; and
John Somrock, Delta Dental. Sponsors include KPMG, UnitedHealth and Fredrikson & Byron. 5:30 p.m., $110, Hilton Minneapolis, 612-336-9288, tcbmag.com/
Honors-and-Events/Outstanding-Directors-Awards

“My banker is so
passionate about
our mission!”

– Amelia Franck Meyer
Anu Family Services, St. Paul, MN and Hudson, WI

Amelia works with Doris Bevers, a commercial banker at the Edina
branch of Western Bank. “We’re a nonprofit, helping children living
in out-of-home care to find safe, permanent families. It’s the most
exciting work I can imagine. And Doris knows our business as well
as she possibly could.”

29-30
WEDNESDAY-THURSDAY

MedTech World

Attend this expo and conference packed with innovative products and a full
schedule of top speakers. The conference features speed networking opportunities and breakout sessions on everything from best practices to 3D printing.
There’s also a chance to participate a design challenge workshop. Speakers
include experts from St. Jude Medical and Medtronic. 8:30 a.m., $179-$899, Minneapolis Convention Center, 310-445-4200, mdmminn.mddionline.com

That’s the Western way.™ Bankers like Doris work with you one-to-one,
to build a hard working banking relationship. Amelia says, “We wanted
to work with a local, community-based bank. Western has a
well-rounded picture of our finances. They’re up-front and clear.
And they have a level of understanding that we’ve never experienced
from a bank before.” But the relationship at Western goes even
deeper. “Doris has introduced us to other people and resources
to further our mission.”
Western Bank has deep local roots, so we have a special commitment
to helping our customers achieve their financial goals. As Amelia
tells it, “I feel like what we do is important to Doris. She’s even
recruited foster parents on our behalf.”
If you’re looking for a banker with the vision to help you succeed, talk to
Doris Bevers. And don’t be surprised if she’s almost as passionate
about your business as you are.
Stop in to any of the five Western Bank offices in the Metro area and
discover banking, the Western way. Or visit us at western-bank.com.

WB2180E1-Amelia-Franck-4pt5625x10pt75.indd 1
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FROM THE EDITORS OF

by Tad Simons

ARTS PICKS >

Art at the Center: 75 Years of
Walker Collections
The Walker Art Center celebrates its 75th anniversary with an ambitious retrospective of itself,
featuring dozens of works from the museum’s
collection that rarely see the light of day. The
show, curated by director Olga Viso herself, explores the adventurousness and the risk-taking
approach that has characterized the Walker’s
acquisition choices over the years, establishing
it as one of the most forward-thinking contemporary art museums in the world. Oct. 16,
2014-Sept. 11, 2016, Walker Art Center, Mpls., 612-375-7600, walkerart.org
WALKER ART CENTER

TOP TICKETS >

The Black Keys: Turn Blue World Tour
Having risen to the top of the rock-and-roll mountain by playing
stripped-down, garage-rock blues in a whole new—but comfortably old-fashioned-sounding—way, the Black Keys are touring
in support of their eighth album, Turn Blue. It has more in common with 1970s psychedelic concept albums than with anything truly blue, but it’s hard to
argue with success. Love ’em or hate ’em, the Keys are arguably the most popular band in
the nation. Oct. 24, Target Center, Mpls., 612-673-8344, targetcenter.com

1984

The last time Eddie Vedder was in town, he was playing ukulele songs at the Orpheum,
so it’s good to see him back with his band. Hard to believe Pearl Jam has been around
for almost 25 years now, but Seattle’s best
is still one of the few bands around that
gives its stadium shows 125 percent and
then some. This concert is part of a 10show extension of a headlining gig at the
Austin City Limits Music Festival. Oct. 19,
Xcel Energy Center, St. Paul, 651-265-4800,
xcelenergycenter.com

10-14 TCB HRPMN.indd 1
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CHARLES GORRILL

Pearl Jam

Theatre Pro Rata presents an innovative stage adaptation, written by Michael Gene Sullivan, of George Orwell’s
iconic novel. There’s a reason the word “Orwellian”
keeps cropping up to describe the bizarrely neutered language our own government uses to describe its actions.
In a world where wars are called “peacekeeping” missions and attempts to eliminate drug abuse and poverty
are called “wars,” someone has to keep track of the truth.
Theatre Pro Rata is here to help. Oct. 17-26, Theatre Pro
Rata performing at Intermedia Arts, Mpls., 612-234-7135,
theatreprorata.org

9/3/14 10:32:31 AM

usbank.com

V

isionary…Collaborator…Leader
attributes of true achievers

We salu te you r accomp lish m en ts an d d ed ica tio n to
makin g ou r com m u n ity a b etter p lace in wh ich to l i ve
an d work.
Con g ra tu la tion s to th e 2014 Twin Cities
Bu sin ess Ou tstan d in g Directors:
Jim Campbell, Wells Fargo Minnesota
– Lifetime Achievement Award
Kathy Higgins Victor, Centera Corporation
Chris Policinski, Land O’Lakes
Sally Smith, Buffalo Wild Wings
John Somrock, Delta Dental of Minnesota

Member FDIC

personal brand
BY

Roshini Rajkumar

Corporate Charity
Focus your corporate good works in a way that embodies and burnishes your brand.

N

ow is that time in Minnesota
when many charities gear up for
donation drives, gala events, and
outreach that adds to year-end
coffers. Our cups runneth over with worthy
causes, but our resources don’t necessarily
match. That’s exactly why it’s so important
that you have some sort of strategy and
intention with your giving.
Ask yourself whether your charitable
activities match your brand. Jessica Boden,
president of Minneapolis-based StoneArch—a medical device and health care
marketing company—says, “Being able
to give back to organizations promoting
healthy living and awareness about a certain disease or condition gives our people

the opportunity to live our brand.”
StoneArch has done video projects and
awareness campaigns for Minnesota Ovarian Cancer Alliance. It has also received
media attention for its annual RedEye
Rebrand Competition, which came out of
the company’s desire to be more intentional with its giving and “allowed us to be
democratic and do it in a condensed time
frame,” Boden says. Employees nominate
charities based on need, the public votes
on finalists, and two runners-up receive a
cash donation. This year’s big winner—
Wiggle Your Toes, which supports and
empowers amputees—got a new website,
marketing videos, updated logo and new
marketing collateral.

An organization that matches my brand is
Smile Network International, which provides
reconstructive surgeries and medical care
to impoverished children and adults in the
developing world. In 2013, I danced in a local
competition that raised $16,000 for Smile’s
global efforts. Sometimes I give of my skill
set by emceeing events for Smile. Founded
in Minneapolis in 2003, it now boasts 20,000
individual local donors.
Founder Kim Valentini says, “I want to
affect [donors’] heartstrings and not just
their wallets. If it’s something they can
wrap their heart around, everything will fall
into place.”
Paul Mooty says sometimes causes just
find you. His rejuvenated Faribault Woolen

Private Healthcare Exchanges:
Real Employers. Real Results.

Mills often jumps into action based on
recent news.
“We don’t have to make it complicated
and fill out a lot of forms. If someone needs
something, let’s go grab some stuff and
bring it to ’em,” says Mooty.
The company sent 100 of its blankets
to Waterville, Minn., during flooding this
summer. During 2013’s Hurricane Sandy,
blankets and other items were shipped to
New York. Mooty thinks showing up is a
first step: “We don’t care about the recognition. We say, you need this, you use this.
It’s important for our children to see the
importance of giving to others.”
Minnesota is often praised for trailblazing methods and new ideas. In some

Register Today!
Wednesday, November 5
Hilton–downtown Minneapolis
3:00 pm - 4:30 pm ~ Panel Discussion
4:30 pm - 6:00 pm ~ Networking
To register, please visit:
tcbmag.com/PrivateExchange

Presented By:

Medica TCB Ad.indd 1
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Media Sponsor:
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Smile Network International’s Kim Valentini with a charitable recipient.

cases, municipalities collaborate with
the private sector on philanthropy that
benefits all of us. Minnehaha Creek Watershed District communications director
Telly Mamayek says, “Nature doesn’t sit
off on its own. There’s really an ethos
around the environment.”
Because no single entity can accomplish big environmental goals on its own,

Ask yourself whether your charitable
activities match your brand.

MCWD has partnered with St. Louis Park,
Hopkins, Japs-Olson Co., and Park Nicollet
Health Services on various wetlands, trails,
wildlife, and water improvement projects.
According to the MCWD’s balanced urban
ecology policy, “This kind of genuine community collaboration provides our best
hope for protecting and improving our water resources while attaining the economic

growth and high-quality built environment
that will . . . benefit all.”
Of course, giving is good for business. Be
smart and ask questions about where your
donation actually goes in the organization,
and how much of your donation is spent
on need and how much on administrative
expense and fundraising.
Our cups do runneth over with options

for sharing our time, talent and treasure.
Let your philanthropic brand lead the
way. TCB
Roshini Rajkumar is a communication
coach, host of News & Views on WCCO
Radio, and author of Communicate That!
For additional communication tips, visit
CommunicateThatBook.com.

LOYAL TODAY. GONE TOMORROW.

IF YOUR COMPANY’S BUSINESS SYSTEMS WENT DOWN TODAY, WOULD YOUR
CUSTOMERS BOLT FOR A COMPETITOR? DOWNLOAD OUR FREE WHITEPAPER
O N R I S K I N T E L L I G E N C E . V I S I T N C O M PA S S - I N C . C O M O R C A L L U S A T 6 1 2 . 3 7 9 . 2 1 0 0 .

At N’compass, our Business Continuity/Disaster Recovery practice helps
large and medium-sized organizations protect their assets and competitive
advantage. Our business-centered approach to enterprise risk management
enhances the resiliency of your organization’s business and IT capabilities.

TM

We increase your competitive advantage, while preventing the loss
TM

of trusted customers. Don’t wait for your customers to bolt. Act now.

OCTOBER 2014 tcbmag.com TWIN CITIES BUSINESS

23

performing philanthropy
BY Sarah Lutman

Inside the business of nonprofits

Creating Jobs, Creating Community
The Makers Coalition exemplifies ways that for-profit and not-for-profit sectors can come together.

Y

ou may already know about
the resurgence of the J.W.
Hulme Co., the St. Paul-based
creator of iconic and durable
leather bags for more than 100 years.
With burgeoning interest in high-quality,
locally sourced and beautiful handcrafted
products, the company’s purses, briefcases
and other artisan leather goods are hot sellers. So hot, in fact, that it’s been difficult to
hire enough trained and experienced U.S.
craftspeople to make them. Two years ago,
then-CEO Jennifer Guarino spearheaded
creation of the Makers Coalition, a partnership built initially in the Twin Cities among
16 small manufacturers seeking locally
based sewers, the Dunwoody College of
Technology and Lifetrack Resources, a St.
Paul-based nonprofit with strong programs
in employment and economic opportunity.
The Makers Coalition now has another
chapter, in Michigan, and Guarino is a VP at
Shinola, the Detroit-based manufacturer of
hand-sewn, “heritage style” watches, bicycles
and leather goods, all requiring the skills of
artisan “makers” (individuals whose photos
are highlighted on Shinola’s website). Shinola recently opened a shop on Washington
Avenue in Minneapolis’ North Loop neighborhood, one of several planned nationally,
and news coverage highlighted the brand’s
emphasis on “made in America.”
But this isn’t a column about Hulme or
Shinola; instead, it’s about ways that innovative collaboration among the sectors can
result in new jobs and economic growth.
The Makers Coalition is a great example
of groups with a shared interest coming
together to make good things happen for
workers and businesses. And Minnesota
could be doing even more to foster these
sorts of win-win efforts.
I caught up with Guarino recently and
asked about how the coalition has benefited from Minnesota’s robust nonprofit
infrastructure. She explained that Makers
is not only a coalition of manufacturers but of businesses, community and
technical colleges, and nonprofits in the
workforce development arena. Let’s look
behind the curtain.
With content expertise provided by
coalition members, Dunwoody College
created a curriculum that trains and certifies new sewers. Dunwoody is the only
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private nonprofit technical college in the
Upper Midwest. Its 1,400 students in 2013
had a job placement rate of 97 percent,
demonstrating Dunwoody’s deep expertise
in training and development tailored to
specific employer needs such as computer
technology, automotive repair, welding
and robotics. Dunwoody’s $22.6 million in
revenue for the year ending June 30, 2013,
included about $2.5 million in grants and
contributions and another $1.8 million in
investment income, some of which is from
the endowment bequeathed by the college’s
founders. Many students are eligible for
scholarship support and leave with jobs
that pay well and include benefits.
Another nonprofit
involved in the success of the Makers
Coalition is Lifetrack
Resources. Lifetrack
is a multi-service
center with programs
that link unemployed
and underemployed
individuals with training and employment
opportunities. Lifetrack
received funding that
provided scholarships
for low-income adults to attend the new
Dunwoody sewing program. Funding
came in particular from the Greater Twin
Cities United Way, which provided $75,000
toward the effort.
So far 80 students have graduated
from the new sewers’ program. Not all are
employed at Makers Coalition businesses;
some have become entrepreneurs and sole
proprietors. The good news is that not only
can these graduates find jobs but also that
local businesses can build a pipeline of experienced artisans who someday can manage
and lead those businesses. “We needed sewers, but we also needed to feed and build the
management pipeline,” says Guarino. “These
are people we can train up the line to become
leaders in our organizations.” Entry-level jobs
at Hulme pay $11 to $18 per hour depending on skill level, far above minimum wage.
Pay and benefits grow from there based on
tenure and other factors.
Minnesota foundations, our public
and private colleges and universities, and
Minnesota businesses have bemoaned the

Members of the Makers
Coalition doing what they
do best: making things.

weak links between education and training
program design, and job availability. What
the Makers Coalition proves is that when
aligned, these sectors can provide a powerful creative force in the economy. “Industry
and education have to be in much more
communication,” Guarino says. “It’s really
incumbent on us to get together. What we
have in this country is not a skills gap, it’s a
preparation gap.”
Guarino also pointed to other industries,
such as furniture and car manufacturing
and tech companies, with similar problems
to solve. In Michigan, for example, the new
Makers Coalition chapter is forging ties
that could help bring auto-upholstering
jobs to the United States from overseas. The
only thing missing to make such jobs possible for U.S. workers is the conversation,
the will and the collaboration to get sectors
working together differently.
“As businesses we have to commit to
helping education [institutions] teach the
skills that we need. The jobs we don’t teach,
we will lose,” Guarino says. “The real power
is in the togetherness, the coming together

of sectors, skills, and expertise” to create jobs
and a more competitive economic future
for U.S. workers and businesses, she says.
Minnesotans are coming together more
frequently to work toward alignment of employer demand and educational offerings. A
new foundation-led collaborative, MSPWIN,
was launched this year with a mission to
“dramatically increase the number of adults
earning sustaining wages.” (Disclosure: MSPWIN was a client of Lutman and Associates
in 2013.) The Makers Coalition is showing
just how effectively the for-profit and notfor-profit sectors can bring their separate
but interdependent skills and infrastructure
to bear to foster individual and community
prosperity. The effectiveness of such efforts
will depend on sustained communication
and knowledge sharing between employers
and educators about the skills that will be
needed for our future workforce. TCB
Sarah Lutman is a St. Paul-based
independent consultant and writer
for clients in the cultural, media and
philanthropic sectors.

northern exposure
BY Gene Rebeck

Views of businesses old and new in northern Minnesota

Come Fly With Me
Duluth International, with a new $78 million terminal, is more than a regional airport for business travelers.

I

PASSENGERS

f you’re traveling out of Duluth
attractive space—comfortable, flooded with
the security enclosures, then go through the
International Airport (DLH) on a
natural light, with plenty of wood to create
entire TSA process to re-enter. “If you had
commercial flight, you have three
a warm feeling. One of its newest amenia flight of 75 to 80 people, it was standingdestination options for daily flights—
ties is the Arrowhead Tap, a small, cheerful
room only,” Werner recalls.
the Twin Cities, Chicago and Detroit.
restaurant whose beverage menu includes
The new terminal offers much better
While that list of cities may appear short,
several local craft beers. Werner calls the
flow—passengers enter on the east side of
Tom Werner, executive director of the
new terminal “the front door to this region.”
the building and exit on the west. It also
Duluth Airport Authority, says, “You have
That front door took some time to open.
helps DLH compete with MSP. Certainly,
connectivity to three great hubs out of your
Plans for the new terminal began taking
MSP has far more direct-destination ophometown airport.”
shape a decade ago. “The struggles that
tions, but Werner emphasizes the time
Duluth-area travelers gain access to the
Duluth had post-9/11 to adjust to the new
savings of flying out of Duluth.
Delta Air Lines network through the Twin
norm in security—that was not unique to
Becky Haase, stakeholder relations
Cities and Detroit hubs, while passengers
Duluth,” Werner notes. To build the terminal,
specialist at energy pipeline company
on regional United Express flights connect
Duluth tapped state and federal aviation trust
Enbridge’s Twin Ports office, says that her
to the United Airlines network via Chicago’s
funds for the airport upgrade. Government
office logged 5,500 flights last year. “Our
O’Hare International Airport.
Northeast Minnesota residents
who fly out of the Duluth airport
DULUTH AIRPORT BOUNCES BACK FROM RECESSION
350,000
are paying for convenience, because they have short drives back
300,000
home when they travel. That’s in
contrast to a wearying threehour ride from the Twin Cities if
250,000
Duluth-area residents choose to
drive to the Minneapolis-St. Paul
200,000
International Airport (MSP).
In addition to saving travel time
150,000
on the road, the Duluth airport
offers travelers the ability to breeze
2000
2005
2013
2009
YEAR
through security—on average it
295,700
305,750
313,839
257,561
PASSENGERS
takes seven minutes. “We try to
SOURCE: DULUTH AIRPORT AUTHORITY
remove as much of that kind of
hassle as we can,” Werner adds.
Allegiant Air also serves Duluth, with
shutdowns slowed the building process, but
employees travel to our different office
twice-weekly flights to Las Vegas and
in 2012 the Airport Authority was finally able
locations throughout the U.S. and Canada,”
seasonal flights to Orlando and Phoenix for
to add the finishing touches.
she says. “Wherever our pipelines are locatpeople who want to escape a polar vortex.
The new terminal replaced a facility that
ed, we’re pretty much going there.” Travel
For Northland travelers, the flight
was built in the mid-1970s, when DLH was
has expanded as Enbridge has increased its
choices appear to be working. Last year
served by a single carrier—Northwest Airsystem in the past couple of years.
was Duluth’s fourth-busiest year ever, with
lines. United came to Duluth in 2007, provid“Flying out of Duluth is really conve313,839 passengers using the airport. In
ing direct flights to Chicago—and as more
nient,” Haase adds. “It’s a 10- to 15-minute
2012, the airport had its second-busiest
travelers used the airport, capacity became
drive for those folks who live in Duluth. I’ve
year, with 322,208 passengers traveling
a problem. After 9/11, the airport installed
been one of those who’s been racing down
through DLH.
two glass enclosures to provide a secure area
the security section to catch my plane just
Passengers now are arriving and departfor passengers once they got through the
as it’s starting to board, so you get pretty
ing at the airport’s new $78 million termiTSA screening process. If you needed to use
spoiled” by having a small airport with fast
nal, which opened in January 2013. It’s an
the restroom or get a snack, you had to leave
security access and easy accessibility. And

driving down to MSP isn’t always an option, particularly in the winter.
Another Duluth-based company, women’s
clothing retailer Maurices, had 1,500 travelers
go through the Duluth airport in the past
year, says Laura Sieger, Maurices’ director
of communications and engagement. “It’s a
great convenience for us,” she says. Maurices’
headquarters staff keeps tabs on more than
925 stores throughout North America. “We
do have a lot of people from other parts of
the country for some of our specialized positions coming in,” Sieger says. “It really offers a
nice first impression of the city.”
She and her colleagues look forward to
the new enclosed long-term parking ramp,
which is opening this fall, just in time for
the Northland winter. The new ramp not
only keeps cars safe out of the elements, it
also connects directly to the terminal, so
travelers don’t have to brave the elements.
Werner says that the airport’s domestic
mix of carriers is attractive to business and
frequent leisure travelers, and provides
a variety that is rare for a city the size of
Duluth.
The Airport Authority would like to
add a direct connection to Denver, which
would open up the western United States.
That might be a long wait. “The fleets of
the regional carriers are somewhat constrained right now,” Werner says. “It’s very
difficult to demonstrate the demand that
will allow an air carrier to take new risks.”
Still, DLH is flourishing. In addition to
its transportation role, it’s also the home
base of a number of aviation businesses—
notably, maintenance company AAR, small
aircraft manufacturer Cirrus, and private
aircraft service provider Monaco Air. It’s
not a major center of air travel like MSP, of
course. But it demonstrates that a smaller
airport can be a big deal to the region it
serves. TCB
Gene Rebeck is TCB’s northern
Minnesota correspondent.
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explanation of benefits
BY David Burda Translating the language of health care for the business community

Exceeding Expectations
The ACA’s medical-loss ratio is proving to be a big win for employers.

W

ho doesn’t like getting
a check in the mail? I
don’t know anyone who
doesn’t get at least a
little excited when they see an envelope with
a rectangular cellophane window through
which they can read “Pay to the order of … ”
(although direct deposit has killed that buzz
for most of us, unfortunately).
But whether the money comes electronically or through the U.S. Postal Service, the
medical-loss ratio provisions of the Patient
Protection and Affordable Care Acts should
be putting smiles on the faces of even the
most hardened business executives across
the country, especially in Minnesota.
The provisions require health insurance
companies to spend a minimum portion
of the premium dollars they take in on
medical care or activities that improve the
quality of health care services. And it’s
a high minimum. Health insurers in
the individual or small group market
must spend at least 80 percent of their
premium income on medical care or
quality-improvement activities; for health
insurers in the large group market, at least
85 percent.
The provisions essentially prevent health
insurers from taking in a lot and doling
out a little to drive up profits. Those health
insurers that keep more than the limit are
required to rebate that money the following year to individually insured patients
directly or through the source of the coverage, more often than not the employer. The
rebates can come to individuals via check,
direct deposit or an offset against future
premiums. Employers can give the money
back to their employees the same way or
“apply the refund in a manner that benefits
its employees,” per the feds.
Two new reports reveal that there should
be a lot of checks floating around, though
not necessarily in Minnesota, where to date
most health insurers doing business are

going beyond the law’s requirements.
The first report, from the U.S. Department of Health and Human Services, said
the health insurance rebate was $332.2
million in 2013 and $504.2 million in 2012
(go.cms.gov/1qCoMWW.) The second
report, from the U.S. Government Accountability Office, pegged the 2011 rebate at $1.1
billion (1.usa.gov/1tXfa6Q). In total, that’s
more than $1.9 billion in cash back for your
premium dollar from 2011 through 2013.
Rebates are payable to consumers and employers the year after they were accrued.
Each report provides a state-by-state
breakdown on rebates paid by health
insurers to consumers, directly or through
their employers. In Minnesota, the rebates
totaled almost $11 million over that threeyear period (see chart).
HHS also makes public the amount
of rebates paid by individual insurance
companies selling coverage in each state
(go.cms.gov/1nRR51z). Interestingly, one
insurer doing business in Minnesota, the
Connecticut General Life Insurance Co.,
was responsible for 100 percent of the
$523,254 rebate owed consumers this year
for not meeting its MLR requirements in
2013, according to HHS.
For Minnesota employers, that means
the state’s health insurers are doing a great
job spending their premium dollars the way
the ACA intended. In 2012, for example,
according to the GAO, Minnesota recorded
the highest median MLR percentage of any
state, at 93.7 percent, meaning the median
health insurer in the state spent 93.7 cents
of every premium dollar on medical care
or quality-improvement activities. The
median state MLR percentage that year
nationally was 88 percent.
Regardless of where your business is
located, what the ACA’s insurance provisions have done is make sure your carrier is
spending the money on the medical bills of
your employees. And if they don’t, you’ll get

DESTINATION SURGERY
Recognizing the benefits for both employers and health care providers,
Twin Cities Orthopedics quietly hung out its domestic medical tourism
shingle this summer.
“It’s something we’re very interested in, and we’re just scratching the
surface,” says Troy Simonson, CEO of the 85-physician orthopedic practice
with 25 locations in the metro market.
Twin Cities Orthopedics began offering packaged pricing for hip and
knee replacements in 2012. New knees cost $21,000 apiece, and new hips
are $24,000 each. Those prices are roughly a third to a half off of the going
rate for the same procedures at most other health care facilities.
The practice recently contracted with a third-party broker that arranges
bundled-payment deals between employers and providers. In late June,
the practice saw its first patient—from Minnesota—through the program
but is looking to attract patients from employers in other states.
For employers, domestic medical tourism offers an opportunity to
provide better care at lower prices for their employees, Simonson says.
For providers, it offers a new line of business that not only can generate
new revenue but improve cash flow, as most employers pay 100 percent of
billed charges directly to the hospital or medical practice, he says.

one of those make-you-smile envelopes in
the interoffice mail.

pharmacy plans to incent more effective
use of medications.

Short take

Update

A 30-page report from the National
Business Group on Health and benefits
consulting firm Towers Watson shows
your business is not alone, and it’s loaded
with ideas on what to do about it (bit.ly/
XagvfM). The report is based on a survey
of nearly 600 employers representing 11.3
million full-time employees. Of those
employers, 18 percent have developed
a new health care benefits strategy for
2015, with another 57 percent planning
to do so. What are the most aggressive
companies drawing up? The top three
strategies are: creating financial incentives
for employees to use high-performance
provider networks; offering telemedicine
benefits to encourage things like
e-consultations with physicians and
remote health monitoring; and installing
value-based insurance design features in

In the July column, we wrote about the
interest among health plans and employers
in value-based insurance design, or VBID
(bit.ly/1la7oBh; also see Short Take, above).
Essentially, payers can use VBID to make
it cheaper for enrollees and workers to use
medical treatments proven effective for their
health problems and make it more expensive
for them to use treatments that don’t
improve their health status. Now the federal
government is interested. In July, bipartisan
legislation was introduced in Congress that
would allow Medicare Advantage plans,
or managed-care plans that enroll Medicare beneficiaries, to use VBID to tweak
beneficiaries’ copayments and deductibles to
steer them toward care that produces better
results, particularly for patients with chronic
medical conditions. As Medicare goes, so
goes the private health insurance market.
If the bill passes, it won’t take an actuary to
figure out how quickly VBID will spread in
the private sector. TCB

MEDICAL-LOSS RATIO: LEARNING THEIR LESSON

2012

MLR rebates nationally

$1.1 billion

$504.2 million $332.2 million

MLR rebates in Minnesota only

$9 million

$1.4 million

$523,254

Number of Minnesota insurers making MLR rebates

5

2

1
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2013
SOURCE: HHS, GAO

2011

David Burda (twitter.com/@davidrburda,
dburda@msp-c.com) is editorial director,
health care strategies, for MSP-C, where he
serves as the chief health care content strategist
and health care subject matter expert.

Jan Hawkins, VP of Operations and Human Resources
at John Henry Foster, Eagan, MN

For 75 years, John Henry Foster has provided great healthcare benefits. It was a point
of pride with us. Last year, we were faced with a significant increase in the cost of group
health insurance. Fortunately, we turned to My Plan by Medica. With My Plan, we were
able to set a budget to control costs and even offer our employees more choice than ever.
Everyone was able to select a plan option that fit their life and financial needs best.
We are employer number 144 to join My Plan by Medica and we’re proud of it. For more
information about My Plan, call your broker or Medica at 952-992-3055.

Personal Assistants: De-stressing Busy Lives
Stories by

Adam Wahlberg

The Fixer

Mary Pokluda gets emotional about the work of her personal assistant
business Bumblebee. That may spook investors—but her clients love it.

M

ary Pokluda has a framed
photo of a personal hero
of hers hanging in her
office—Supreme Court
Justice Sonia Sotomayor. Now there’s a busy
person. Were Pokluda to move her concierge
business Bumblebee to Washington, D.C.,
one would imagine the justice being a client.
It’s Bumblebee’s mission to take the stress out
of the lives of busy people.
“Well, that would be a dream come true,”
says the warm and high-energy Pokluda. “I
just love her so much.”
One suspects she’s actually given it some
thought. This is a business owner who feels
deeply about her clients.
“A lot of them are friends. They were at
my wedding. I have clients that have breakfast
with me when I come in: We eat, we talk and
then we get down to work. Or they’ll invite
me to stay for dinner or have a glass of wine
before I go home. I’m treated as a member of
the family,” she says.
She’s treated like a member of a lot of families. She has around 250 clients right now, 25
to 30 on a weekly basis, and knows many of
them personally. She started her business in
2007 after spending 16 years working in retail
management.
“I do a lot of research, and there were a lot
of people doing various things, like errand
services, but nothing very comprehensive, so
I just decided to jump right in,” she says. “My
first job was walking dogs at $10 an hour.”
From there the business grew—slowly,
and only after Pokluda put in a lot of time
networking. A lot of time.

“All I did in those first years was network.
I’d meet with 10 or 15 people a week, and
learn about them and learn about business,
and learn about what is going on in the Twin
Cities. Business was coming in, but not to the
extent that I thought, ‘OK, we’re set.’ But after
two years of pretty solidly networking and
building relationships I had a tipping point.
My phone just started ringing with business,”
she says.
It’s been pretty much ringing nonstop
ever since. She started to expand her offerings and plans, adjusting price points as she
went. What started as a fairly straightforward
task-oriented model has turned into more of
a professional services firm, offering plenty of
flexibility.
“If you need a person to hand-sign thankyou notes, put a stamp on them and mail
them, it’s not going to be someone who has a
master’s degree in copywriting. We’re going
to formulate a nice letter for you and send it
out and it’s going to be a basic service. Or we
could offer a ‘worker bee’ ”—her name for
her employees—“who could do some graphic
design on the note card. As the skills go up,
the prices go up. We find clients that know
that investing in their life is a benefit. And the
ROI is time with their family and peace of
mind and being stress-free,” she says.
One of those clients is Lisa Bormann, who
works in human resources at General Mills
and needed help planning her husband’s 40th
birthday party. Bormann was impressed with
Pokluda’s listening and organizational skills.
“She took the time to really figure out what
I needed, and why I needed her help.

Started in 2007
First clients paid her $10 to walk dogs

8 employees, 19 subcontractors
Revenues not made public but expected to grow 200% this year
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THE BUZZ ON RATES

Errands > $60/hour
On-site > $60/hour, three-hour minimum
Planning/hosting services > $60-$75/hour, three-hour minimum
Day-of Coordination > $75-$125/hour, three-hour minimum

“She kept that first conversation in mind throughout the
planning process. She really
understood my goals, she kept
helping me remember them.
And then she worked up a
timeline and asked for what
she needed,” Bormann says.
Upshot: The party went
off without a hitch. And Bormann has hired Bumblebee a
second time. “It’s been a really
great partnership.”
What’s staring Pokluda
in the face now is growth
prospects. She’s always been
a hands-on entrepreneur and
never relished the thought
of handing off responsibilities and delegating. But her
volume of business has put
her in a position where scaling up seems the way to go.
She’s hired a business coach
in Buffie Blesi to walk her
through this next stage.
“I’ve been helping her
understand her real role in the
organization,” Blesi says. “As
CEO and president, it’s not to
do all the work yourself, but
to create good systems. She’s
progressed dramatically in the
last six months in that area.
She has a drive to show people
that she can do this, and I’m
confident she can.”
Pokluda did have some interest from an investor group
last year and she put in 300
hours to prepare the requested
materials. But Dec. 31, she got
the word she was being turned
down. The stated reason: She
is too emotional about her
business, which the group
perceived as a red flag for risk.
Pokluda was disappointed but
undeterred.
“When I got that news I
said, ‘Fabulous, because it’s
my passion and emotion that
drives what I do and why I’m
successful,’ ” she says. She’s not
averse to taking on investors
in the future, although she’d
prefer to work with a woman
investor, because a woman
“will appreciate my spirit for
the business.”
And for now, her energy
continues unabated.
“If I find the right person
to invest, great, but if not, all
the ‘no’s’ are fuel for the fire,”
she says.
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Join Minnesota Bank & Trust and “Take a Swipe” to
help women fighting breast cancer. Open a checking
account along with a Pink Ribbon debit card and you
will help raise money for Hope Chest for Breast Cancer
every time you make a purchase.

Visionary
strategies for
extraordinary
clients.
MARY ANN HEINE, senior
vice president of private
client ser vices with
KATE KELLY, president of
Minnesota Bank & Trust.

For more information call or visit
us online. Find out about Hope
Chest services at hopechest.com.
7701 France Ave. S. : : Suite 110
Edina : : 952 - 841 - 9300
www.mnbankandtrust.com
MEMBER FDIC
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Select Comfort for Select Clients

Diane Schmidt of Twin City Concierge chooses her client carefully
and they keep rewarding her with more work.

“The concierge
business started on
the West Coast and
skipped over us and
went to the East
Coast. It’s not really
big here, and I think
part of that is our
work ethic. It’s almost
thought of as a bad
thing to need help. People need to get
over that, because everybody needs help
with something.”
— Diane Schmidt, Twin City Concierge.

“

I am a one-woman show and I am not interested in the big money. I like helping
people.”
This is the first thing Diane Schmidt of Twin City Concierge says when asked about
her business, which shows up first in a Google search for Twin Cities concierge services. (She was savvy in choosing a name.) She’s run her own business for several years
now, after incorporating the business in 2007. She had been dabbling in it for a year
while working for a logistics company and had a realization. “I found myself doing
all the catch-all things that other people
couldn’t take care of. As I did it I thought,
‘You know, somebody needs to do this for
REVENUE
everybody.’ ”
She jumped into it full time, living off
2012 > $55,000
savings for a few months while building
up her business. Clients came through
2013 > $58,000
her personal network and through people
who found her doing a Google search.
“My name shows up highly in search
2014 > $62,000
engines, and that’s paid off for me,” she
says.
Although the emails arrive regularly,
she doesn’t want to scale up her business too much. She works with about 40 clients,
some of whom she visits on a weekly business, another four whom she tends to
monthly and some others who require occasional visits for seasonal work. She doesn’t
go into the field on Mondays and Fridays, staying in the office and managing things
from there, and working with clients in their homes the middle three days of the week.
“I start at 7 in the morning those days and get done at 3:30.”
She relies on vendors to handle specific client needs, and has specialty arrangements
with a cleaning company, handyman, landscape service, weeding service and delivery
service. She keeps a part-time person who handles the St. Paul area on call, and another who is based in downtown Minneapolis; that’s the extent of her back office.
She makes it clear that hers is not a cleaning service. “We’ll come in and do a walkthrough in somebody’s house. We’ll come in and tidy the kitchen, dishwasher, change
the sheets, sweep up a little bit, water the plants. Just clean up a little bit so it’s not

Your community
just improved!
a disaster when you get home.”
While she has plenty of
business, it was a slow build
at first, which she attributes
to a Minnesota reluctance to
asking for help.
“The concierge business
started on the West Coast and
it kind of skipped over us and
went to the East Coast. It’s not
really big in the Midwest, and
I think part of that is the work
ethic here. It’s almost thought
of as a bad thing to need help.
People need to get over that,
because everybody needs help
with something,” she says.
She drops client work into
two categories: helping someone in their everyday life, or
helping them with a project.
The everyday-life people are
her long-term clients who
just need an extra set of
hands to keep things running
smoothly. But project work is
where she often gets her new
business, which can turn into
a regular customer. “Maybe
they’re selling their house,
they need help decluttering,
they need to tap into a triedand-true group of vendors—
the handyman we use, the
garden workers we use, the
painters. A lot of my work will
start out that way and then
turn into maintenance-based
[clientele].”
She’s starting to get requests
from companies to serve as
an on-site concierge for their
employees. She’s in the process
of figuring out the economics
for those opportunities. She’s
tempted, but she’s loyal to her
roster of clients and doesn’t
want to move too far away
from providing that direct
personal touch.
“It’s the little things that
add up, and if you could just
give that list to someone to
take care of, things would be
better,” she says. “It’s a great
opportunity to relieve the
stress for someone.”
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Doing What a Really
Good Martha Stewart Does

Rhoda Mehl and Ashleigh Smerick are achieving impressive growth
with Nook & Cranny.

R

hoda Mehl, co-owner of the growing
personal-services business Nook &
Cranny, trained as an actress and a mime.
She studied mime seriously for years,
including a summer with Marcel Marceau.
She can depict just about anyone. But the
role she is most practiced at is, as she puts
it, a wife for hire.
“Pretty much everybody needs a really
good wife circa 1950,” she says with a big
laugh, sipping a coffee near her office in
Hopkins. “Someone who takes care of your
life. That’s us!”
Mehl learned about the joys of serving in
the restaurant business, most notably as the
head server at Bar Abilene, where she found
a mentor in impresario François Paradeise.
“He told me you’re either a server or you’re
not, it will either annoy you or it will bless
you,” she says. “It blesses me.”

She stayed at Bar Abilene for six years
before seeking a change. “I didn’t want to go
into restaurant management. It’s 60 hours a
week of absolutely draining chaos,” she says.
One thing that occurred to her was
cleaning houses. “When money was slow
waiting tables, I charged $75 for a house
clean, which was great. That was one night
of tips. And I could book them in convenient times for me.”
She did some grassroots marketing,
pinning up business cards at the recently
departed Anodyne Coffee Shop near
her house at 47th and Portland in south
Minneapolis. “I figured that anybody who
went there would make for great clients,”
she says. “My thought was if I could get 12
clients I could start lessening the number of
shifts I was doing at the restaurant.”
She got the dozen fast. And the calls

10-14 TCB WCCO.indd 1
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REVENUE

2011 > $346,511
2012 > $358,196
2013 > $405,558
2014 > $455,000
RATES
> Housecleaning, errands,
light personal assistance work
$44 / hour
> Decluttering
$50 / hour
> Organization
$75 / hour

kept coming. Eventually she had so much
business she left to start Nook & Cranny,
a name she got from her swim coach, and
went at it full time. She took on a partner,
Clare Riordan, and they incorporated on
March 4, 2002. By the next month they had
their first employee. After 12 months in
business they a profit of $80,000. By March
2003 they had 15 people on staff, 150
clients, and were clearing $35,000 a month.
By 2004 they were up to $50,000 a month
and 30 employees and 300 clients. To Mehl
it was a bit overwhelming.
“The thing was alive! It was like Little
Shop of Horrors—feed me, feed me! It constantly needed attention,” she says.
With that attention came new opportunities. Light bulbs started to go on. Literally.
“One day I was with one of our clients
and she asked if we could let the dogs out,
and I have a light bulb out in the bathroom.
I swear this is what happened: As soon as
I changed that light bulb, the light bulb in
my head turned on. I’m like, you’re kidding
me. I was doing this whole house on a flat
rate and now I’m doing all of these things

that aren’t cleaning, but I’m not going to
say no because I’m trained to say yes.”
The company started landscaping, washing cars, walking dogs, house sitting—all
manner of tasks. The vision was to create
a personal hotel for clients. “We wanted to
take away all the worry in the lives of our
clients,” she says.
Those were busy times. “Oh, we went
until it hurt. It didn’t take long, four or five
months of that, to learn what we could
handle. We started to learn what structure
is about, roles, job descriptions. When
people say, ‘How do you start a business?’
[the answer is] you start it by just going, but
then once you’re doing it you have to listen.
And then while you’re learning, if you trust
the process it will tell you what to do.”
Ashleigh Smerick later came on as director of operations, leaving for a while to have
a baby and coming back last year. “People
started to see us as a one-stop shop. They
gained the trust with the cleaning, and they
started to ask us to do more things.”
The challenge became to broaden the
business, which is 75 percent houseclean-

ing, to include lifestyle-assistance services
with several skill sets: housecleaning, home
chores, grocery shopping, preliminary prep
for dinners at home. “We asked ourselves,
‘What does a really good Martha Stewart
do?’ That was what we used as our measuring stick,” Mehl says.
They made it through two economic
downturns by being willing to right-size.
“We got hit in 2007 with a $5,000 decrease
in revenue when the downturn happened.
Then it just started to vibrate at a lower
level. We did have to downsize for a while,
cut all the administrative staff and HR
help and all the extra things that you’re
contracting out; we got lean and mean and
really small. There’s no need to end your
business. We just had to go small. In 2008
we had a staff of just eight people. In the
summer we’d hire more, to 12, and then
[go] back down,” Mehl says.
Mehl, ever the performer, still misses
entertaining, but feels she gets enough of a
creative buzz through Nook & Cranny.
“In the end this is the stage right here,”
she says. TCB
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Singing is not an easy way to make a living.
Even the best-known voices in town sometimes
struggle to make ends meet—and it’s not
getting any easier.
BY TAD SIMONS

or the past 45 years, local jazz singer Arne Fogel has made a living with his voice, crooning Sinatra, impersonating Bing Crosby, interpreting Tony Bennett, and making it all
look deceptively easy. But if you ask him what the secret to his singing success has been,
he’ll tell you he doesn’t have one. “I never had a plan,” he says. “Things change and
evolve. Options open and close. I’m just happy to still be around.” And, he says, “to be
married to someone who makes a steady income.”
Like most artists, singers live in a world where a few golden stars earn ridiculous
amounts of money, but the vast majority do not. Our local music scene is relatively robust compared to other cities, and in every genre one can think of—rock, rap, hip-hop,
gospel, R&B, blues, jazz, classical, opera, choral—there are people eking out a living
breathing pretty words into a microphone. But even some of the best-known singers in
the Twin Cities earn less than $50,000 a year. And those are the lucky ones—the ones
earning a full-time living at it. Most can’t earn anything close to a viable income, and
must cobble together an existence by teaching, waiting tables or pouring coffee.
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Kat Perkins

“From 2004 to 2009,
our band was one of
the lucky ones that
made money. But in
2009, we started
feeling the effects
of the economy.
Clubs were shutting
down or hiring only
cover bands. People
stopped coming out
to see live music.
It became a living
nightmare.”
—Kat Perkins

Despite the challenges, there’s an everrenewing pool of new entrants. Music
education opportunities are everywhere. The
Perpich Center for Arts Education, MacPhail
Center for Music, McNally Smith College of
Music—these and many other smaller schools
churn out musicians by the hundreds. The
local café and bar scene offers plenty of places
to perform; there is a culture of support for
the arts here that includes grant money for
career development; and if you want to join a
choir, well, there’s a reason they call Minnesota
“Choral Country.”
But the rule of thumb is, as the Grateful
Dead used to sing, “Don’t quit your day job,
until your night job pays.”

Big interest,
little income

M

usicians have always had it
tough, of course, but singers
arguably have it tougher. It
seems counterintuitive, but
singers don’t have nearly as
many options as instrumentalists. A drummer
or bassist can play in several different bands, and
many do—but vocalists, particularly if they are
the recognized leader of a band, or their style
is so distinctive that it’s identified with a band’s
sound, can be victims of their own success.
For the past 20 years, Brian “G.B.” Leighton
has been fronting one of the most popular
bar bands in town, G.B. Leighton. Leighton
is the band’s namesake and leader, and pays
his bandmates on a per-gig basis (known as
“per-service” in the biz), which nets him more

money on a good night, but can also cost him
on a bad one.
For years, Leighton’s Wednesday-night
gigs at Bunker’s packed the place, and life
was good. Bands like G.B. Leighton typically
get $1,000 to $2,000 up front and negotiate
a percentage of the cover charge at the door,
or some combination of the door and drink
revenue, depending on the venue. Leighton
and his band recently tried to revive their
Wednesday-night magic at Bunker’s, however,
and the turnout was spotty.
“Even if people don’t show up, I still have
to pay my band,” says Leighton. “So there are
nights when it actually costs me four or five
hundred dollars to get up on that stage.” Leighton says he’s fortunate that he can and does
perform solo as G.B. Leighton, “but I’m not
getting rich by any means,” he says. “I’ve got
two kids, and, like everyone else, I’ve got debt.”
Furthermore, finding well-paying gigs is
becoming more of a challenge, even for one
of the most popular bands in town. “I’m not
complaining, mind you, because I’ve done
pretty well overall,” Leighton says. “But in
recent years, it seems like more bar owners
would rather hire a DJ for $250 than a band
for $2,000. And even if they do hire a band,
they’re less likely to hire a band like us that
does mostly original material, and more likely
to hire a cover band or tribute band.” Or
worse: Start a trivia night.
According to Kat Perkins, who recently
found fame (but not yet fortune) for her
scorching performances on the past season of
NBC’s The Voice, the bottom dropped out in
2009, as the Great Recession set in. At the time,

she was the lead singer for a local band called
Scarlet Haze, which did original material and
performed all over the Midwest. In 2005, she
even opened for Bon Jovi at Target Center.
“From 2004 to 2009, our band was one
of the lucky ones that made money,” says
Perkins. “But in 2009, we started feeling the
effects of the economy. Clubs were shutting
down or hiring only cover bands. People
stopped coming out to see live music. It
became a living nightmare.”
Trying to hang on, she, too, started a cover
band, called SKITZOfrenic. When it failed, she
began worrying that the IRS was going to come
knocking. Her band was incorporated, but it
had lost money three years in a row, and she’d
racked up piles of credit card debt while taking
large deductions for the band’s expenses.
“Every year, I was afraid the IRS was going
to audit me,” Perkins says. The whole enterprise came to a halt when her voice finally gave
out and she needed surgery to restore it. That’s
when she started working as a nanny.
Many singers in town have a similar preand post-recession view of the local music
market. But according to James Klein, who
managed guitar whiz Jonny Lang’s career for
years and now books bands at Bunker’s, it was
always thus. “It’s an age-old complaint that
bars discriminate against bands that play original music,” says Klein. “It’s true to a point, but
what musicians fail to take into account—and
don’t want to hear—is that they’re not writing
very good music. That, or they haven’t worked
hard enough to hone their act.”
In general, Klein thinks people are now
actually more receptive to new music. It’s just

KAT PERKINS

On the most recent season of The Voice, Kat Perkins was the “former nanny” from Minneapolis who belted out pop ballads
like a pro. Perkins was able to do that because she is, in fact, a professional
singer—one with thousands of gigs in multiple bands under her belt.
In the mid-2000s, her band Scarlet Haze played the suburban club circuit,
performing original songs and, in 2005, opening for Bon Jovi at Target Center.
Until her appearance on The Voice, however, her music career was all but over,
after enduring years of struggle, including surgery on her vocal cords.
Her success on The Voice has revived her musical aspirations. “I knew halfway through the show that I was going to come back to the music business
full force, record a record and connect with my new fans,” Perkins says. “The
challenge now is to use the momentum to take advantage of the opportunities that are open to me.”
In July, while Perkins was waiting for her contractual non-compete with
the show to expire, she was recording an album and organizing a small
tour. The first show, at Burning Hills Amphitheater in Medora, N.D., sold
out in four hours.
On leaving her day job: “Most people don’t know this, but the week after
I left the show, I went back to being a nanny. I didn’t need to, but I wanted to
re-connect with those kids.”
On sudden fame: “It’s strange. You find yourself in the middle of this fame
machine. Then when the show is over, the machine is over, and nobody is telling you what to do anymore. It’s up to you.”
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We’re Number . . . 10
The Atlantic’s CityLab blog analyzed 2012
music- and recording-industry data to come up
with its Metro Music Index. The MMI measures
the concentration of musicians and music-related
industries in a given metro area. The Twin Cities
scored higher than many other well-regarded
music markets, such as Austin, TX (No. 12),
Chicago (No. 16) and Atlanta (No. 22).

Kat Perkins
Maud Hixson

Brian “G.B.” Leighton

Robert Robinson
Dessa

Twin Cities singers, photographed on location
at Icehouse, August 2014.
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DESSA

NNo artist in the Twin Cities has been more successful at extending her personal
brand in multiple directions than the artist known as Dessa has: Singer, rapper, songwriter, composer, poet, essayist, educator, actor, activist, intellectual.
“I sometimes wonder if I would be farther along in my career now if I’d stuck to an established genre
or focused my energies in a more marketable direction,” Dessa says. “My goal has been to establish a
bullet-proof reputation that can be imported across disciplines. Whatever I do, whenever people see my
name, I want them to be confident that it’s going to be worth their time and attention.”
Juggling all those creative balls is no easy feat, however. “I hate wasting time,” she says. “If I’m in line
at the grocery store, I’ll calculate how many emails I can return before I get to the register, or I might use
that time to work out a song lyric or get an idea for a poem or essay. I do the same thing when I’m driving
or in the shower. I find ways to use that time, because time is the currency of creativity.”
Even so, Dessa (previously known as Dessa Darling, and before that, Margret Wander) estimates
that she spends up to 90 percent of her time on the various administrative and managerial tasks
that come with her job. “I only spend about 10 percent of my time on the artistic side, and that’s
not enough,” she says. “I’m trying to get it up to 30 or 40 percent, but that means ceding control
of other things which are also important to me—particularly in the social media/promotion side of
things—so it’s tough.”
On leaving her day job: “I’ve worked in a hair salon, sold shampoo, waited tables, sold knives,
painted faces and handed out gelato samples at Whole Foods. And as a technical writer, I wrote
manuals for things like pacemakers and penile implants. I didn’t just dive into music one day. It was
more like walking down a gradual slope until I left all that other stuff behind.”
On the secret to her success: “I’m pretty self-disciplined and I have a lot of self-motivation. I don’t
really have a work/life balance, because I’ve tried hard to integrate those two as completely as possible.”

Dessa’s revenue streams
In the first half of 2014, rapper/poet Dessa earned money
from several different sources, and is on track to earn
about $80,000. Her current hierarchy of revenue streams:
Live performance (solo) Album/song sales (physical and digital)
Live performance (with Doomtree) Commissioned music (works for choir)
Merchandise (T-shirts, pendants, flasks, etc.)
Literary work (essays, poetry, short fiction) Streaming residuals
Public speaking Teaching/mentoring Songwriting residuals
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METRO MUSIC INDEX
City Ranking

1

Nashville, TN
1.00

2

New York-Northern
New Jersey
0.97

3

4

San Francisco, CA
0.93

5

Seattle, WA
0.80

6

Las Vegas, NV
0.79
Portland, OR
0.79

8

New Orleans, LA
0.78

9

Rochester, NY
0.76

10

Minneapolis-St. Paul, MN
0.72

SOURCE: THE ATLANTIC / BUREAU OF LABOR STATISTICS AND U.S. BUREAU OF ECONOMIC ANALYSIS

Los Angeles, CA
0.96

that when it comes to down to the business
side of things, he says, “there aren’t very many
bands in town that can reliably fill a room.”
When they do, singing remains “a notoriously difficult market to quantify. Most
musicians don’t earn a traditional salary,
and often payment is in cash, so it could
be that some people don’t report all their
earnings to the IRS,” says David Lewis,
director of career and alumni services at
McNally Smith College of Music. “Ultimately
a creative economy is a gig economy. Artists
earn different amounts from week to week
and month to month, from different places,
doing different things, not all of which is
directly related to their music.”

‘People aren’t paying for
music anymore’

I

ndeed, the Twin Cities are full of singers, but to turn that talent into a career
takes an extraordinary amount of
dedication and perseverance. Ten years
ago, you could walk into the Times Bar
and Café in northeast Minneapolis and, for
the price of a beer, hear local jazz singer Maud
Hixson swing through a set with the sort of elegant virtuosity that comes from considerably
more than 10,000 hours of practice. Back then,
she was making $100 to $200 a night, and
considered herself lucky just to be working.
“When I was getting started, I would go
to clubs, hang out all night and wait to see if
the band would let me sing a song or two at
the end,” Hixson recalls. Now you’re more
likely to see her at the Dakota or in concerts

at larger venues, both because there are fewer
jazz rooms in town now and because, she has
learned, singing in clubs every night is a lousy
way to make money.
“I’m focused more on doing special shows
and concerts, recording and working outstate
or going to New York,” says Hixson. “There’s
not enough work in the Twin Cities to only
work here.”
Like most singers in town, Hixson is basically a solo freelancer who manages her own
marketing, promotion and booking, including
upkeep of her website and oversight of her
CD sales. By far the bulk of her income comes
from live performance, however, because
“people aren’t paying for music anymore,” she
says—a lament echoed by virtually everyone
interviewed for this story. Rampant piracy,
iTunes, and the growing popularity of such
streaming-music services as Pandora, Spotify,
last.fm and Rhapsody have made it much
more difficult for artists to make money from
their recordings, and put more pressure on
them to perform live as much as possible.
The fact that the average consumer can now
access for free most of the music ever recorded is
one of the roiling market realities of the swiftly
evolving music business. And it’s one reason that
jazz singer Connie Evingson has elected not to
have her songs streamed on Spotify, since she
makes nearly half her income from sales of her
10-CD catalogue. But even she has mixed feelings about streaming, because she is aware that
the counter-argument for streaming—that it has
the potential to connect artists to people all over
the world—is sometimes true.
“On my sixth album, I recorded an ob-

scure Django Reinhardt tune, but for some
reason Pandora chose that song to include
in a mix of French gypsy jazz recordings,”
Evingson says. “Pretty soon, that song was
selling like crazy on iTunes. And it’s all
due to Pandora—though I still don’t think
streaming is a very healthy business model
for musicians in general.”

Success = managing risk

F

or any singer, regardless of
genre, the challenge is generating enough revenue from live
performances, recordings, and
merchandise (T-shirts, hats, etc.)
to pay the bills. For many, the “secret” is occupying a unique niche and mining that niche
for all it’s worth. Others, like local singer/poet/
essayist and hip-hop diva Dessa, take a more
diversified approach.
Arguably the savviest artistic entrepreneur
in town, she performs and records both
solo and with the local hip-hop collective
Doomtree, gets her poetry reviewed in Rain
Taxi Review of Books, writes non-fiction essays,
teaches master classes at McNally Smith and
juggles all these artistic balls while writing
songs, producing videos and managing all the
incidental responsibilities that come with being the smartest, hippest person in the room.
“At McNally Smith, the president greets
every freshman class by telling them that there
aren’t a lot of jobs in music, but there is a lot of
work,” Dessa says. “Which means that to make
ends meet, you end up seeking lots of varied
income streams. I manage risk in my career the

Full-Time Rock Stars:
Not Many
In 2003, the Recording Industry

produce approximately 85 percent
of all the recorded music in the United

Admin adds up
Most local singers are not signed with a label
and manage most of their affairs themselves.
We asked how much time they spend on
the marketing/administrative side of their
business compared to artistic work. The
average: 7 to 1.
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States—consisted of 880 full-time
musicians and 300 independent
musicians. By 2012, the number
of full-time, label-employed musicians
had dropped to 190—in the entire
country. Full-time independent
musicians had risen to 1,830.

SOURCE: TECHDIRT.COM, BUREAU OF LABOR STATISTICS

Association of America—which
represents the labels and artists that

Nicholas David’s singing career
was transformed by his third-place
finish on NBC’s The Voice.
He insists money is not
a motivating factor in his career.

BRIAN “G.B.” LEIGHTON

NBrian “G.B.” Leighton
is one of the hardest-working, best-known musicians in the Twin
Cities. For the past 20 years, he and his six-piece band, G.B. Leighton, have been staples of the Twin Cities bar scene, presiding over
the party at such venues as Bunker’s, the Cabooze, Whiskey Junction, and the club that bears his name, G.B. Leighton’s Pickle Park
(which he does not own).
It’s not quite as crazy these days, even though Leighton still plays
an average of four nights a week. “It’s harder now, because a lot of
bars would rather pay a DJ $250 than pay a band $2,000, and even if
they do hire a band, they hire a cover band or tribute act.”
Many people think of G.B. Leighton itself as a cover band, but it’s
not. “We play covers—everyone does—but 90 percent of what we
play is original material,” says Leighton. “We came out of the 1990s
scene, when you could go to five different bars downtown and see
five different original bands. Dr. Mambo’s Combo, Jack Knife and the
Sharps, Tina and the B-Sides, Beat the Clock, Ipso Facto, the Replacements—you could see them all in one night. That’s what inspired me:
great bands playing original music.”
On quitting his day job: “I worked at a grocery store from the age
of 15 to 23. That was my last and only day job, but there have been
times—in the middle of winter, when we couldn’t find a gig—that I’ve
thought about going back.”

Nicholas David

MAUD HIXSON

NIn college, Maud Hixson realized she
didn’t want to be a French teacher, so she dropped out of the University of Minnesota and began waiting tables in pursuit of her dream
of becoming a professional singer—a dream her family strongly
discouraged.
Jazz from the 1930s and 1940s was her passion, and she knew
many classics from the “Great American Songbook,” because she
had spent her childhood watching the movies that made these
songs famous—films starring Bing Crosby, Fred Astaire, Rosemary
Clooney, Doris Day, Peggy Lee and Lena Horne—and, she says,
“soaking it all up.”
To hone her performance chops, Hixson hung out at local jazz bars
and clubs and waited for an opportunity to sing. In 2003, she quit her
job working as a French interpreter for Northwest Airlines and started
pursuing music full time. Now she is one of the best-known and most
respected jazz singers in town. She’s a regular at the Dakota and
Parma 8200, and her latest CD, Don’t Let a Good Thing Get Away, was
described by allaboutjazz.com’s David Bittinger as “gently virtuosic.”
On quitting her day job: “My biggest challenge was minimizing
expenses while at the same time learning to stay focused and use my
time and energy wisely. That’s an ongoing challenge as well.”
Secret to her success: “Make [your] uniqueness obvious to your
fans—who will come to you for that.”
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—Robert Robinson

worked really hard at it, and many of us have
Ph.Ds. The only reason we can do it is that
we have lots of experience, understand the
rigors of scholarship, and have been taught
how to conduct ourselves professionally,” says
Palmquist. “We are world-class singers, in fact,
but we don’t get paid like it.”
The only people in the Twin Cities who
can call themselves full-time choral singers are the nine members of the male vocal
ensemble Cantus. Even at this elite level, the
financial rewards aren’t exactly robust. The
average Cantus salary is $32,000 per year, and
members must re-audition every year, though
turnover is rare. On the plus side, members
get full benefits and six weeks of vacation,
and travel all over the world. Members spend
an average of 100 days a year on the road,
rehearse five hours a day, and work with three
local high schools every year.
To be sure, there are well-known vocal soloists in town who make a living at it. Soprano
Maria Jette never lacks for work, and sings
each Sunday at Plymouth Congregational
Church in Minneapolis, under the direction of VocalEssence’s Philip Brunelle. And
Robert Robinson, perhaps the best-known
gospel singer in town, has a regular artistin-residence gig at First Covenant Church in
south Minneapolis. But Robinson stresses that
performing outside the Twin Cities is also a
necessity for him.
“I recommend that all artists tour and perform in other cities,” says Robinson. “If you’re
going to grow as an artist, you need that
experience, and you need to be recognized
away from home.”

SOURCE: MINNEAPOLIS ARTS, CULTURE, AND CREATIVE ECONOMY DEPARTMENT

ROBERT ROBINSON

Musicians and singers
dominate creative economy
If Minneapolis is the nexus of the region’s creative scene, then the
Minneapolis Creative Index 2013—the city’s attempt to measure the
economic impact of those engaged in the arts and other creative
businesses—is a valuable guide to its scale.
“Musicians and Singers” ranks as the No. 2 creative occupation in the city,
with more than 2,300 people employed—though index authors suggest the
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true number is likely higher—and the sector is growing.
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A bigger stage

B

reaking out can be difficult. G.B.
Leighton has been trying to do it
for 20 years. Jeremy Messersmith’s
latest album, Heart Murmurs,
has earned him a much brighter
national spotlight after years of local toil, earning
him an appearance on The Late Show with David
Letterman in August. Indie songwriter Chris Koza
has five solo albums under his belt—but he still
gets by, in part, by acting as the superintendent of
his apartment building for a break on the rent.
One way to break out is, of course, is to go
on national TV and blow the nation away with
your talent. That’s what Nicholas David did
during the 2012 season of The Voice, where he
finished third. Now, David—formerly Nick
“The Feelin’ ” Mrozinski—is, in his own way,
enjoying the spoils of fame.
“Before The Voice, I was gigging Wednesday
through Sunday, sometimes two shows in one
night. The exposure from the show gave me
a platform, but you still have to work hard—
maybe harder. The only thing that’s changed is
the gigs are bigger.”
He is making more money, too, but tries
not to think about it too much: “Making
people happy, giving them hope and peace—
that’s my real job.”
Which is easy to say, until the numbers
don’t add up and you have to find another
line of work. TCB
Tad Simons has covered the Twin Cities arts/
culture scene for decades and writes TCB’s
monthly arts picks.

NThe son of a minister, Robert Robinson grew up singing in church, watching his mother deliver roof-raising
solos while he sang in the choir. At 15, he was directing that same choir, but
it wasn’t until he was in his late 20s that Robinson began thinking seriously
about a full-time career in music.
At the time, he was working as a data-processing supervisor for the
YWCA, singing at night and on weekends. Friends urged him to take his music more seriously, and it didn’t take long for people to notice. He started
the Twin Cities Community Gospel Choir in 1990. In 1991, he landed a role
in Theatre de la Jeune Lune’s The Nightingale, and the following year began
performing during the holidays with pianist Lorie Line—a partnership that
lasted 15 years and helped make Line’s Christmas shows a local institution.
Robinson is artist-in-residence at First Covenant Church in Minneapolis
and is now a standard-bearer of Twin Cities gospel music, with fans nationwide. Last year, Robinson suffered what he says doctors called a “slight
stroke,” and though recovery has been slow, Robinson says he’s getting
stronger every day. “I’m trying not to overdo it, which I have a tendency to
do,” he says with a laugh.
On quitting his day job: “I was always taught that no matter what happens, keep your day job. And I did, for a long time. But my phone kept ringing, and I kept getting work. One day, a friend of mine said to me, ‘Maybe
God’s trying to tell you something.’ That’s when I decided to take a leap of
faith and go into music full time.”

TRAVIS ANDERSON

“It’s vitally important
that you get outside
of your home base,
because it’s easy to
get oversaturated at
home. I recommend
that all artists tour
and perform in
other cities. If you’re
going to grow as
an artist, you need
that experience,
and you need to be
recognized away
from home.”

way an investor does. Instead of having money
coming all from one place, I like to have a
diversified portfolio of revenue streams.”
Still, Dessa has only a vague idea of how
much money she is likely to make in any given
year. “For a long time I made $25,000 to $30,000
a year, but now that I’m more established it
could be anywhere from $45,000 to $80,000,
depending. Every year I sit down with my tax
guy at the beginning of the year and try to guess
how much I’m going to make. I’m usually off by
about 30 percent.”
One of the reasons the Twin Cities is such a
mecca for singers, however, is that one of the
largest choral communities in America exists
here. There are more than 80 independent
choral groups in the Twin Cities, hundreds
of church choirs and several world-class
ensembles—Cantus, VocalEssence, Minnesota
Chorale and the Rose Ensemble among them.
Most pay performers for individual rehearsals and performances, and even the most
prestigious ensembles pay their members
considerably less than $10,000 a year for their
service. Consequently, almost no one makes a
living as a full-time choir singer. Those who do
are more likely to operate like Krista Palmquist,
a member of VocalEssence, who teaches singing at St. Joseph’s School of Music in St. Paul
and at the University of Wisconsin, River Falls,
performs for two churches, sings occasionally
with the St. Paul Chamber Orchestra chorale
and other ensembles, curates special concert programs, does voiceover work reading
children’s books, and performs regularly at
weddings, funerals, and other special events.
“Most of us have gone to school and

Maria Jette

Five very different singers with
five very different approaches
to making a living. The common
denominator: The music biz has
changed in fundamental ways that
make it less economically gratifying for artists.

Connie Evingson

Arne Fogel

Chris Koza

Jack Klatt
OCTOBER 2014 tcbmag.com TWIN CITIES BUSINESS

41

THE BATTLE FOR

Is Long-Troubled ValueVision
Finally Ready for Prime Time?
Brash billionaire Mark Cuban is a business legend. The owner of the Dallas
Mavericks basketball team and a star of TV’s Shark Tank is a hero to many as an
independent, self-made man and an outspoken, often irreverent, entrepreneur.
In mid-August, he came to Minnesota to appear on ValueVision’s
ShopHQ channel to help nine entrepreneurs whom he’s personally backed
sell products on TV. Although the show lasted only two hours, Cuban’s
mojo was a shot in the arm for Eden Prairie-based ValueVision Media Inc.
The first-ever Mark Cuban’s American Dream drew twice the average
viewers for the network, and many of the products sold out quickly.
Could Cuban’s appearance signal a new, higher-profile future for ValueVision?
After a bruising proxy battle led by activist investors, a new CEO took the company’s helm in late June,
bolstered by five newcomers to the company’s board of directors. Like a new coach, CEO Mark Bozek—
former CEO of HSN Inc., the parent of the Home Shopping Network—is talking a good game about
making changes, tuning up the brand and bringing new life to the long-struggling ValueVision.
Many local observers and investors have long since written off ValueVision, which is perennially stuck in a distant third place among its television shopping network competitors QVC
and HSN. The company has steadily lost millions of dollars for years. Its stock peaked
around the turn of the century, reaching $57 a share in late December 1999 before
bouncing between $10 and $20 a share for five years, sliding to the bottom at 25 cents
a share in January 2009, then rising again but seemingly trapped below $8 a share.
This year, it’s bounced between $4.50 and $5 per share since the spring. And the latest
plan to reinvigorate ValueVision may sound fairly familiar to those who have watched
the company over the last 20 years and seen other touted turnaround plans fizzle.
But there may be more behind the camera than its critics realize. With revenue
topping $640 million in 2013, ValueVision is larger than many other, more talkedabout Minnesota companies, including Piper Jaffray Cos., Christopher & Banks
Corp., Capella Education Co. and Digital River Inc. The company’s programming
is being beamed into the cable and satellite systems of 87 million American homes,
a platform that would be nearly impossible for a new company to replicate. And it’s
growing sales in a very tough environment for retailers everywhere.

By Burl Gilyard
Mark Cuban
and Mark Bozek

000
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When
Richfield-based
Best Buy Co.
announced its
second-quarter
numbers in
August, sales were
down 4 percent
compared to a year
ago. Minneapolisbased Target saw a
second-quarter gain of
just 1.7 percent. In July the
National Retail Federation
reported that retail sales grew
2.9 percent during the first half of 2014. Meanwhile, ValueVision posted a healthy gain of 5.4 percent
on second-quarter sales. The problem, however, has been
making a profit, and that’s where the new leadership team
comes in.
Sales for HSN also grew 5.2 percent in the second quarter, while the larger QVC posted a second-quarter increase
of 2.7 percent in its sales. But both of those companies are
also posting healthy profits.
Mark Argento, senior research analyst with Minneapolis-based Lake Street Capital Markets, likes what he sees
so far. He argues that in a challenging retail climate, the
third-place status of ShopHQ, known for years under the
ShopNBC banner, could have some advantages.
“We think that if they do some of these things right, it
could get interesting,” says Argento. “They can experiment.
They can try some new things. They can be more nimble.
Being No. 3 could be an advantage, especially in a quickchanging market.”
But while the new CEO is talking about the bright,
beautiful future, the battle over the future of ValueVision
has been long, acrimonious and costly.

did not mince
words: “When
Keith Stewart, the
company’s Chief
Executive Officer,
joined the company, he declared
that he was ‘going
to change’ the
company’s ‘business model’ and
its ‘poor execution.’
Neither has happened.
Instead, Mr. Stewart missed
nearly every long-term projection and metric
he offered during his tenure.”
Stewart took over as ValueVision CEO in January 2009,
at what was arguably the low point of the company’s
bumpy tenure. The stock was trading for less than $1 per
share after a bid to sell the company fell through. In his
letter, Taxin was willing to cut Stewart a small break: “The
company was in bad shape when Mr. Stewart arrived and
he rightly gets credit for keeping ValueVision afloat.”
ValueVision immediately issued its own press release
taking issue with the Clinton Group’s claims, and the war of
words raged on until the company’s annual meeting June
18 of this year. Shareholders ultimately sided with the activists, and when the dust settled, Stewart was ousted, Bozek
was the new CEO and the board had five new members,
including Bozek.
“We were contacted originally by a vendor who sells
into HSN, QVC and ValueVision,” Taxin says. “He came
to us and said having done business with all three of these
business over the years, he believed that ValueVision was
poorly run.”
Taxin says that he rolled up his sleeves and started looking into the company last summer. As he dug into it, he saw

Static from activists

44

TWIN CITIES BUSINESS tcbmag.com OCTOBER 2014

SHOPHQ: ALWAYS IN LAST PLACE

ShopHQ has perennially been the third-place player in its industry, trailing the bigger players, QVC Inc. and HSN Inc. Combined,
the three companies reported $12.6 billion in sales for 2013. Of
that universe, ValueVision accounts for 5 percent.
The West Chester, Pa.-based QVC has more than $8 billion
in global sales, with $5.8 billion generated by its U.S. division.
The company, which began programming in 1986, reaches 106
million homes in the United States. Combined, QVC channels in
Japan, Germany, the U.K. and Italy generated nearly $2.8 billion
in sales in 2013.
The St. Petersburg, Fla.-based HSN, parent of the Home
Shopping Network, has sales topping $3 billion. HSN traces its
programming history to 1981 and reaches 95 million homes.
HSN also owns Cornerstone, a collection of lifestyle brands that
mails more than 300 catalogues annually and has 11 retail stores.
Cornerstone accounted for $1.1 billion in sales last year.
2013

Sales

Net income/(loss)

QVC Inc.

$8.6 billion

$633 million

HSN Inc.

$3.4 billion

$178.4 million

ValueVision Media Inc.

$640.5 million

(-$2.5 million)

SOURCE: COMPANY FILINGS, SEC

The New York-based Clinton Group
might be well known on Wall Street,
but the name didn’t mean much in
Minnesota until last fall, when the
hedge fund targeted ValueVision.
The Clinton Group first approached the company in September,
but talks soon turned into a brawl
that went public Oct. 30, 2013. At that
time, the hedge fund issued a letter
calling for ValueVision’s then-CEO
Keith Stewart, himself a veteran of
QVC, to be replaced for leading a
company that had underperformed
its industry peers. The Clinton Group
noted the profits of ValueVision’s rivals, while the Eden Prairie operations
generated only red ink. The Clinton
Group had amassed a stake of more
than 5 percent of ValueVision’s stock.
In a letter filed with the U.S.
Securities and Exchange Commission,
Clinton Group president Greg Taxin

a potentially big upside for ValueVision.
“I think it’s one of the best investment opportunities
we’ve seen in a very long time among small capitalization
stocks,” he says, noting the breadth of its broadcast platform. “It’s essentially impossible to replicate that distribution. We recognized that there was no reason the company
could not exploit that asset.”
But Taxin also saw a business stuck in the past. “I think
the business was being run like it was still 1995. We saw it as
an undermanaged business that was suffering from a lack
of ambition, vision and management prowess.”
Former CEO Stewart and several former board members
could not be reached for comment.

Pricey Proxy Fight
The proxy battle was expensive for ValueVision. For its second quarter, ValueVision reported net sales of $156.6 million. But what would have been a small profit of $800,000
for the quarter was
instead a loss of $4.3
million due to costs
“There’s not a whole
connected to the proxy
fight. The company
lot of people in this
detailed a total of $5.1
town who know who
million in second-quarter expenses related to
we are, and I aim to
the fight: $2.5 million
change that. I mean,
for “activist shareholder
we are a broadresponse costs” and
$2.6 million for “CEO
caster in Eden Prairie
transition costs.”
reaching 87 million
ValueVision isn’t
alone. The muscle of
homes. Yet nine out
activist investors is
10 people that you
stronger these days on
Wall Street. Highask around here have
profile activist investor
never heard of us.”
William Ackman
launched a failed proxy
—Mark Bozek,
battle with Target in
CEO, ValueVision Media Inc.
2009, angling to replace
CEO Gregg Steinhafel
and obtain board seats
for himself and others.
Ackman ultimately unloaded his Target shares in 2011, and
Steinhafel ended up resigning in May following a series of
setbacks for the retailer. In a larger national battle, the CEO
of the Orlando, Fla.-based Darden Restaurants Inc., parent
of the Olive Garden restaurant chain, announced plans
to step down earlier this year amid a battle with activist
investors.
“I would definitely say there’s an uptick,” says John
Potter, a partner in the Minneapolis office of PriceWaterhouseCoopers, on the increase in activist shareholder activity. “We have seen a shift. Shareholder activism is not new.
When you take it back over time, you could draw a linkage
to the corporate raiders of the ’80s.”
Potter says that in some cases, activist investors can help
reinvigorate companies that may have been adrift: “I think
there are many good examples where it has created good
strategic pivots for companies.”.
Lake Street Capital’s Argento thinks that new CEO Bozek

“I think Mark is a
fantastic leader and visionary in this industry,” says Taxin.
“This company is going to become much more visible in
Minneapolis.”

Re-Wiring ShopHQ
Mark Bozek believes in the business signals of small
details. When he arrived at ValueVision’s headquarters, he
discovered a fire extinguisher on the wall directly outside
his office. On his second day there, he had it removed. He
didn’t like the symbolism.

“It just struck me as being something that was too
symbolic of what I didn’t want to be: a fireman putting
out fires all over the place. Just metaphorically, it didn’t
feel right to me,” he says.
His attention to detail is also apparent in biggerpicture matters: During its second-quarter earnings
call in mid-August the company announced it would
eliminate its chief operating officer position, tap a search firm to hire a
different chief merchandising
officer, and open a merchandising and marketing office in
New York City.
Bozek has his work cut out
for him, and he acknowledges
that the company has dropped
off the radar of many Twin
Cities investors, while falling
out of the general public’s awareness
as well.
“There’s not a whole lot of people
in this town who know who we are,
and I aim to change that. I mean,
we are a broadcaster in Eden Prairie,
Minnesota, in 87 million homes,” says
Bozek. “Yet nine out 10 people that you
ask around here have never heard of us.”
Bozek knows the TV shopping business: He
was at QVC from 1992 to ’95, and at HSN, where he
was CEO, from 1997 to 2003. During his time at HSN,
Bozek built numerous proprietary brands into lines generating more than $100 million in annual sales and spearheaded the launch of HSN in Japan, Europe and China.
In a conversation about his vision for the company,
Bozek talks about “moving the needle” on the company’s
sales, creating a “launching pad” incubator for new personalities and products, and “disruption,” which has become a
business cliché.
But Bozek has read the clips. He knows that many longtime observers have heard the same refrain several times

EVERYTHING MUST GO:
A HISTORY OF LOSSES

It’s an old joke. A salesman confesses that he
loses money on every sale. When his befuddled
listener asks how he can possibly make money, the
undaunted salesman exclaims: “Volume!”
ValueVision has not posted a profitable year in
the last five years. The company has posted more
than $146 million in combined losses in the same
period, while its industry competitors are profitable.
But under now-ousted CEO Keith Stewart, the
company was cutting its losses and got close to
break-even status in 2013. And in a glimmer of hope,
the company posted a small profit of $2 million on
its 2014 first-quarter sales of $160 million.
Fiscal Year

Sales

Net profit/(loss)

2013

$640.5 million

(-$2.5 million)

2012

$586.8 million

(-$27.7 million)

2011

$558.4 million

(-$48.1 million)

2010

$562.3 million

(-$25.9 million)

2009

$527.9 million

(-$42 million)

Note: ValueVision’s fiscal year ends in late January.

SOURCE: COMPANY FILINGS, SEC

is the right man for the job.
“I think he’s an innovator. He clearly was one of the guys
that built up HSN to be the company that it is today,” says
Argento, noting that Bozek also built up the proprietary
brand business for HSN during his tenure: “That’s powerful. Typically the margins are much higher.”
But Argento acknowledges that CEO Stewart helped
set the stage for where the company is today: “A lot of the
heavy lifting has been done.”

before and are likely rolling their eyes and muttering, “Here
we go again.” Bozek is squarely focused on a strategy that
he says has never been tried: ramping up the volume of
proprietary brands on ShopHQ.
“That, to me, has been the missing element for 20 years
in this company,” he says. “Our competitors have far more
proprietary brands than we do, and that’s the hallmark of
what makes these businesses operate. It’s not about the lowest price in town, it’s certainly not about an Amazon play.
The real differentiator, the impulse to buy in our world has
to come from products you can’t buy anywhere else.”
Bozek sees opportunities for ShopHQ in categories such
as home, fitness, cookware, food, vitamins, cleaning, weight

LOWS & HIGHS: A HISTORY OF VALUEVISION’S STOCK PRICE
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“They can experiment. They can try some new things. They can be more nimble.
Being No. 3 could be an advantage, especially in a quick-changing market.”
—Mark Argento, senior research analyst, Lake Street Capital Markets

loss, beauty and fashion. The company will still sell jewelry
and watches, currently its dominant category of merchandise, but he expects that those items will make up a smaller
percentage of future sales as new products are rolled out to
serve the company’s core demographics, which show that
75 percent of ShopHQ’s customers are women, and about
45 percent of the company’s sales are online.
But Bozek is not looking to run a mini-Home Shopping
Network in the southwest suburbs of Minneapolis. “I think
following the leaders has been and is still a really bad idea. I
was at QVC and I ran HSN. Why would I want to just follow them? I didn’t come here to do that.”
Bozek wants to leverage ValueVison’s third-place status
by being nimbler than his larger competitors can be, bringing a spirit of experimentation to ShopHQ and making

$57per share no more?

PSST! WANNA BUY A WATCH?

No, jewelry isn’t the only thing for sale on shopping television networks. ValueVision Media
breaks its sales into four primary categories of
goods. As outlined In the company’s secondquarter earnings conference call, sales of fashion items are growing. Sales of home products
are also increasing, but sales of consumer
electronics are declining.
Looking ahead, CEO Mark Bozek has outlined
a plan for a broader mix of goods driven by new
proprietary brands that are only available on
ValueVision.

April-June, 2014:
Sales Mix for ShopHQ

43%

Jewelry & Watches

24%

Fashion & Accessories

15%

Beauty, Health & Fitness
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Home & Consumer Electronics

18%

it a televised incubator for products that can’t be found
grow fantastically to be successful. The key, he says, is to pull
anywhere else.
profit margins more in line with its larger competitors.
Mark Cuban is a prime example of the strategy.
“It really comes down to expanding margins. We think
Talks for Cuban to appear on ShopHQ were already
that under the current management and board of directors,
in the pipeline before Bozek landed at ValueVision. But
ValueVision is going to become increasingly profitable,” says
since the debut of Mark Cuban’s American Dream, Bozek
Cannell. “We’re not buying it because we think the revenues
has continued talking to Cuban. A second Cuban show is
are going to double. This is not Twitter. This is a business
likely to air on ShopHQ in early October. Notably, Cuban
that has been around for a long time.”
has brought his act to ValueVision, not QVC or HSN.
Mark Smith, a senior analyst with Minneapolis-based
While looking to raise the profile of ShopHQ, Bozek
Feltl and Co., has been following ValueVision since 2011.
bristles at the suggestion that he’s looking to put more ceWhile he’s encouraged by the new leadership, he says that
lebrities on the air. “I’m not a big fan of the term ‘celebricompany watchers will withhold judgment until they see
ty’—I am much more focused on the notion of personalisome solid evidence of change.
ties,” he says, noting that you don’t have to be famous to
“Whoever’s running it, you’re going to have to put
have a personality or a great
product.
Bozek is also looking
to bring back 24-hour live
programming to ShopHQ.
Currently the network airs
18 hours of live programPUTTING STOCK IN VALUEVISION?
ming and 6 hours of taped
ValueVision went public in 1991, a year after the company was founded. Over
the years, the stock has been on a roller coaster for investors. In December
programs overnight. Both
1999, amid larger market mania, the stock topped $57 per share.
QVC and HSN are live 24
At the other extreme, the stock was trading at less than a $1 per share in
hours a day. Are there buylate 2008 and early 2009. The stock bottomed out at 25 cents per share. While
ers out there in the night?
the company’s shares have rebounded from those depths, the stock has not
“You would be surprised
traded over $10 per share since 2007. It closed at $4.69 at the end of August.
at 3 in the morning who is
watching TV,” says Bozek.
“Our competitors,
obviously, they see it as
a reason to stay live. If
there wasn’t enough business to be had at 3 o’clock in the
together a few quarters. … They want to see some results,”
morning, they would be on tape as well. … It’s a great
Smith says of shareholders. “We like the new CEO, we think
opportunity for experimentation.”
Mark can do a good job. It all comes down to execution.”
But the clock is clearly ticking. Bozek can’t take much
But Smith says that the time was clearly right for a new
credit for the second-quarter results, since he became CEO
direction, underscored by the shareholder vote in June.
only a few days before the end of the quarter. The pending
“There was certainly frustration with management. I think
third-quarter numbers will be the first results under his
the vote reflected that.”
management.
Argento sees advantages for ValueVision as the industry’s
“The biggest challenge, I think, always in a public comNo. 3 player: “They’re the perennial underdog, the perenpany, is time,” says Bozek.
nial No. 3. That’s as much a risk as an opportunity. We’re
making a bet here to a degree. I think these guys have one of
Waiting for the payoff
the most unique platforms available.”
In the protracted battle for the future of ValueVision, Cannell
Looking ahead, Bozek sees a lot of “white space” in
Capital LLC of Jackson, Wyo., was another activist investor.
ShopHQ’s current schedule that can be filled with new
“It’s a work in progress. Change is often good. It’s probideas, personalities and products. He’s thinking big.
ably too early to declare it a total victory,” says the firm’s J.
“Minneapolis is perceived as a retail town because of
Carlo Cannell.
Target and because of Best Buy,” says Bozek. “It’s my hope
But as he studied the depressed stock price of Valuethat it will be perceived as a retail town because of all three
Vision, Cannell concluded that he saw little downside to
of us. Nobody perceives Minneapolis as a retail town that
the deal and reasoned that making money wouldn’t be any
includes us, and I say, ‘Why not?’ ” TCB
more difficult than “falling off a pancake.”
In his read, Cannell doesn’t think that ValueVision has to
Burl Gilyard is senior writer at TCB.
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DIRECTORS
Honoring five of Minnesota’s most valued board members

hese days, many perceive board members to be rubber
stamps for a company’s management. But the directors
profiled on the following pages make clear that’s not who
they are, because simply approving management’s plans
isn’t what makes a director valuable.
To be sure, all of the 2014 Outstanding Directors honorees are energetically team-oriented achievers—they pursue
collaboration and share numerous values. They spend long
hours on committees that guide a company’s financial and
hiring practices. They dig deep into the industries in which
their board companies compete in order to provide wellinformed guidance.
But as one of this year’s honorees, Best Buy board member Kathy Higgins Victor, observes, “It’s
important to challenge one another’s assumptions and perspectives.” A great deal of the value a
director adds to the company he or she serves is a courageous candor—making it clear that business as usual often isn’t good for a business’s continued vitality and profitability.
For 19 years, Twin Cities Business has honored some of the most accomplished members of local business boards. In compiling this year’s list of nominees, we worked with the following panel
of judges: Linda Hall, entrepreneur in residence, the University of Minnesota Carlson School of
Management; George Kehl, managing partner, KPMG Minneapolis; Mark Sheffert, chairman
and CEO, Manchester Cos. Inc.; and Michael Vekich, president, National Association of Corporate Directors, Minnesota Chapter. They were joined by Dale Kurschner, editor-in-chief of Twin
Cities Business.

By
Gene Rebeck,
Jake Anderson,
Burl Gilyard and
Christie Washam

Photography by
Eric Eul

Outstanding Directors Awards 2014
Thursday, October 23
5:30 p.m.
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Hilton Minneapolis

Cocktail reception

PRESENTING SPONSORS

1001 Marquette Ave.

6:30 p.m. Dinner
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Minneapolis

7:30 p.m. Awards presentation

James

Campbell

For lifetime achievement

F

or Jim Campbell, board service
is about community.
Since just after his graduation from the University of
Minnesota, he has put together
such an astonishing CV of
Minnesota non- and for-profit
board service that it’s difficult to find someone
in the Twin Cities whose life he hasn’t touched in
some way. Those organizations and businesses have
all drawn from the rich banking and financial acumen he honed as a top executive at Wells Fargo and
its local predecessors Northwestern National Bank
and Norwest Banks.

EVENT SPONSORS
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“In my early board experience,
I probably pretty much went along
with whatever management wanted
to do. But as time went on, I realized
that my job was to represent all of
the constituencies that are impacted
by the enterprise, whether it’s
for-profit or nonprofit.”

Looking at his continuing board career, Campbell
identifies several common themes or “threads.” One
is service to family-owned and –run businesses.
(Perhaps surprisingly, he has served on very few
public company boards.)
“One of the things I’ve really enjoyed in the
family companies is the work on succession and on
having adequate management,” Campbell observes.
“Financial discipline, succession planning and
strategic planning have been areas where I think I’ve
added value.”
After Campbell retired from Wells Fargo in
2002, several of those family companies that had
been bank clients asked him to join their board.
The first was Warroad-based window and door
manufacturer Marvin Co., a board on which he
still serves. “I’m really the only non-employee
outsider on the board,” Campbell notes. Other
family-company boards he has served on include
Elk River-based manufacturer Cretex Cos. and
Bailey Nurseries in Newport.
Family businesses, particularly in small towns like
Warroad, are intimately bound up with the health

of their communities. That’s equally true for firms
operating in large cities. For instance, Campbell
served on the board of Minneapolis-based real estate
firm Ryan Cos., whose accomplishments include developing the Midtown Exchange, which has helped
economically anchor Minneapolis’ disadvantaged
Phillips neighborhood.
Ryan CEO and president Patrick Ryan says
Campbell “brought a discipline to the board about
governance, and what the best practices of a board
are from a fiduciary responsibility to shareholders.
We were not operating at that high a level, so he really set us on a course to have a much more effective
board than we’ve ever had in our 75 years.” Among
the practices Campbell introduced to Ryan Cos. was
a formal committee structure.
Campbell himself observes that “I’ve become
more alert during the last 10 years on the importance of governance—of term limits, of diversity
on boards, on everything from how large the board
should be to the skills that you have on the board.”
These topics sometimes aren’t always easy for
family-run businesses to address. But to Campbell’s

CONGRATULATIONS

Jim Campbell

&
Chris Policinski
The University of Minnesota Foundation is grateful for the dedication
of our volunteers, trustees, and donors.
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BOARD SERVICE
CURRENT
Artis-Naples 2013-present
Destination Medical Center Corp. 2013-present
United Health Foundation 2009-present
Westminster Presbyterian Church 2013-present
Marvin Cos. 2002-present
PAST
Abbott Northwestern Hospital
Allina Health System
Bailey Nurseries
Children’s Home Society
Courage Center
Cretex Cos.
Forsythe Appraisals
Greater Twin Cities United Way
Itasca Project
Junior Achievement
Lifetouch
Minneapolis Foundation
Minneapolis Institute of Arts
Minnesota Business Partnership
Minnesota Zoo
Ryan Companies
University of Minnesota Carlson School of Management
University of Minnesota Foundation

thinking, these uncomfortable issues are exactly the
types of concerns directors need to raise.
“I think that often it’s felt that corporate boards
are sort of rubber stamps for management and that
they pretty much go along with whatever management wants to do,” he says. “There are a lot of
examples of this in the press recently.” Despite that
perception, “boards really do take their roles seriously, and don’t always side with management.”
That means, he says, that “yes, I have taken several
controversial positions.” Given his banking expertise,
that has included putting a company’s financial
strategies under the microscope. “As a banker, I’ve
disagreed with how much leverage a company
might have—that they should really get their house
in order.” He has also offered “a critical view of key
managers whom I didn’t feel were performing and
who needed to be dealt with.” At some firms, he’s
raised the issue of succession, being willing to ask the
CEO “ ‘Are you going to stay forever? Do you really
have a plan?’ ”
Another theme in Campbell’s board career is
health care. “I’ve always had an interest in the com-

plexity in health care,” he says. “It probably started
when I went on the board of Abbott Northwestern,”
which he chaired for four years. He then moved on
to Abbott’s holding company Allina. There he served
as vice chair of the Allina board during “difficult
times” with the Minnesota attorney general—difficulties that would split Allina from health insurer
Medica—and its headquarters move into the Midtown Exchange. Campbell is now on the boards of
the Mayo Clinic’s Destination Medical Center Corp.
and the UnitedHealth Foundation.
Then there’s a third theme: service to Westminster
Presbyterian Church in downtown Minneapolis.
Westminster’s was the first board he joined right out
of college. He’s now on the strategic planning committee that’s determining how to best develop some
unused church land. Besides Westminster, Campbell
has served on the boards of the Greater Twin Cities
United Way, the Itasca Project, and many other civicminded nonprofits.
Campbell has retired from banking, but he hasn’t
retired from board and community service. For him,
they’re one and the same.
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“It’s an opportunity and really an obligation of leaders in
any community to get involved in boards that provide service
to where you live.”

Christopher

Policinski
For service to Xcel Energy
and Hormel Foods
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f you’re the CEO of a Fortune 500 company, it can be extremely useful to have another Fortune 500 CEO on your board—
someone who knows very intimately the
management challenges you face.
Providing those distinctive kinds of
insight is one of the ways that Chris
Policinski, CEO and president of Arden Hills-based
Land O’Lakes, contributes to the boards of Xcel
Energy and Hormel Foods.
“Frankly, we all face similar challenges,” Policinski
says of his fellow CEOs. For any chief executive, it’s
always valuable, he says, “to see how another organization works, how another leader leads, how your
peers on a board of directors think about issues,” he
adds. “Sometimes it’s the same. Sometimes it has the
same objective but a different way of thinking about
getting there. Sometimes they approach the same
problem with the same path and reach a different
conclusion, which really causes you to think and
broaden your mindset.”
As a public company director, Policinski works

with two Minnesota-based companies. Minneapolisbased Xcel Energy, “continues to provide great service
to its customers in its territories,” he says, working on
a “public stage of great visibility.” Policinski joined the
Xcel board in 2009. He joined Austin-based Hormel
Foods’ board in 2012. Though Hormel has been
around a long time, Policinski says, it’s “an amazing
growth company” that constantly introduces new
products and innovations to market.
Since a company board should represent the
shareholders, “it needs to keep one eye on short-term
performance and make sure the business is performing in a manner that reflects the marketplace,
delivering on your plans and your commitments to
your shareholders,” Policinski says. “But the board
also needs to be thinking about 10 years out—where
the company’s positioned and where it’s going for
that long haul. I think that is [a perspective] I have
brought back to Land O’Lakes and our board.”
Jeffrey Ettinger, Hormel’s chairman, CEO and president, praises Policinski’s “keen skills of diplomacy and
determined way of addressing industry challenges.”

Policinski, he adds, asks insighttary around our own business plans
OTHER BOARD SERVICE
ful questions and is, “without
that I’ve found very useful.”
University of Minnesota
question, viewed as a respected,
Policinski describes his directoFoundation 2011-present
knowledgeable contributor.” Ben
rial style as “pleasantly but assertFowke, Xcel Energy’s chairman,
ively speaking my mind at board
The University of Minnesota
Carlson School 2010-present
CEO and president, echoes many
meetings on all issues,” he says.
of Ettinger’s sentiments. “Chris is
At the same time, Policinski sees
Innovation Center for U.S. Dairy
an easy guy to work with,” Fowke
part of his job as a director to be
2008-present
says, “but don’t misunderstand
“a good listener to other points of
Minnesota Business Partnership
that as someone who doesn’t
view.” From there, he adds, “the
2005-present
hold you accountable.” At the
wisdom of the board takes over.
same time, Fowke adds, Policinski Grocery Manufacturers Association I’m less concerned at that point
2000-present
builds trust. “It’s very importhat my point of view be accepted,
tant that board members work
but rather that it was heard by my
National Council of Farmer
Cooperatives 2005-present
together and very important that
peers whom I respect.” All told,
you trust one another. Chris’ style
Policinski sees his role as director
Greater Twin Cities United Way
and manner and track record
as making good organizations
(past chair) 2005-14
lend themselves to a very good
stronger—by working with the orteam relationship.”
ganizations. “I think the power of a
Both Xcel Energy and Land O’Lakes, Fowke notes,
great board is to work as a full board as a collective, in
“have multiple stakeholders. And Chris in his [direcconjunction with management,” he says.
tor] role is excellent in understanding how to commuBesides the two public company boards, Polinicate across a broad array of stakeholders. He shared
cinski also has served on several nonprofit boards,
some of that knowledge and those skills with us.”
notably the Greater Twin Cities United Way, where
In addition, Fowke observes, Land O’Lakes and
he was a chairman. To Policinski, nonprofit board
Xcel both provide “essential services to society,” and
service is part of what a business CEO should
have multiple stakeholders. Policinski has had expericontribute to his or her community. “You want to
ence at Land O’Lakes homing in on a company’s core
contribute,” he says of board service. “You want to
businesses and shedding unnecessary ones. “He’s very
work with people that you like. But I get as much
disciplined about the areas you don’t want to invest in,”
back in terms of learning about how other people
Fowke says. “And it’s his questions and his commenthink. Maybe even more.”

Valuable Insight. Sound Advice.
Fredrikson & Byron’s Corporate Governance Group is proud to sponsor the

2014 Outstanding Directors Awards
We know that outstanding directors, management teams and
legal advice are critical to a company’s success.
Congratulations to this year’s Outstanding Directors Honorees!
• Jim Campbell, Wells Fargo
• Kathy Higgins-Victor,
Centera Corporation

• Chris Policinski, Land O’ Lakes
• Sally Smith, Buffalo Wild Wings
• John Somrock, Delta Dental
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“A board really needs to act collectively.
Each individual brings experiences from their
business life that they’ve seen work or not work.”

A

Sally

s Alerus Financial was
scouting prospective additions to its board a few
years back, one director
suggested Sally Smith. Not
only was she a University
of North Dakota alumna
with a finance background, Smith also was CEO of
booming restaurant chain Buffalo Wild Wings.
Little did that director know that Smith was also
the daughter of Dick Wold, longtime leader of Alerus’
predecessor, First National Bank of Grand Forks.
Smith jokes that she was elected “despite the fact”
that her father previously helmed the bank, now a
multibillion-dollar financial services provider and
still based in Grand Forks. She joined in 2007, the
beginning of a historically difficult time for the
banking industry. “We were shepherding it during a
time of real unknown,” she recalls.
Smith, who had been chief financial officer at
Golden Valley-based Buffalo Wild Wings before
becoming CEO in 1996, applied her financial acumen

Smith
For board service to Alerus
Financial and Buffalo Wild Wings

to help Alerus weather the recession and acquire banks
in FDIC-assisted transactions. She helped Alerus tailor
communications to distinct stakeholders—from
management to employees to customers—when executing deals. Each party has a distinct “need to know”
as the deal proceeds. For instance, banking customers
would want to know whether to expect changes in the
accounts they hold or services they receive. “It’s about
trying to anticipate those things,” Smith says. “If it’s
your first acquisition, you often don’t think of that.”
Alerus CEO Randy Newman says that Smith is
an “extremely high example of the type of people we
want to attract to our company—employees, customers and future directors.” She challenges Alerus’ board
to adhere to best practices of large public companies
such as the $1.3 billion business she runs. When directors question the need for such formalities—which
aren’t legally required of Alerus—Smith responds:
“You’re always judged in retrospect. You have to look
at things as though, if your deliberations came to light
in an SEC document or an article written about the
company, would they hold up?”

C O N G R AT U L AT I O N S J I M C A M P B E L L
Recipient of the 2014 Outstanding Directors
Lifetime Achievement Award
As the former Chairman of the Board of Wells Fargo Bank Minnesota, N.A.,
our communities and companies are stronger because of your exceptional
leadership. Your legacy of dedicated service continues to inspire.

Abbot Downing, a Wells Fargo business, crafts
custom wealth management solutions to address
the unique demands and needs of families and
individuals of significant wealth.

WWW.ABBOTDOWNING.COM

© 2014 Wells Fargo Bank, N.A. All rights reserved. Member FDIC. Abbot Downing, a Wells Fargo business, provides products and services through Wells Fargo Bank, N.A., and its various affiliates and subsidiaries
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Lessons learned at Alerus are imOTHER BOARD SERVICE
Board service also demands
plemented at Buffalo Wild Wings.
dedication.
Smith spends upward
Hormel Foods
For example, when Alerus considJuly 2014-present
of 20 hours monthly studying the
ers acquisitions, management gives
industries in which her companies
Allina Health
directors a concise rundown of
2012-present
operate, plus “a good eight hours
each prospect. She uses the model
on the board book” ahead of board
Minnesota Orchestra
when Buffalo Wild Wings identifies
2012-present
meetings. Conversely, she expects
smaller brands to invest in, such as National Restaurant Association much from her directors, each of
pizza chain PizzaRev this year.
2002-present
whom walk a day in employees’
Smith believes that serving as an
shoes by working at a Buffalo Wild
Buena Vista University,
outside director on multiple boards
Storm Lake, Iowa
Wing restaurant each year.
makes her more receptive to input
1995-99
While challenging management
from Buffalo Wild Wings’ direcis requisite, Smith says collaboration
tors. When the vice president of purchasing retired,
and shared values are paramount. When a former
a director with extensive food manufacturing and
director contested Smith’s decision to terminate an
supply-chain experience challenged Smith to hold off
executive who had broken a company policy, arguing
on hiring and invest in a higher salary.
that it wasn’t egregious, Smith held that a lower“We revised the job description and scope based
ranking employee would have been fired. Punishon his comments to find somebody who could not
ments should be consistent across the ranks.
just fill the spot, but who could be here 10 years
“What clearly comes out is that board members
from now and lead our supply chain when we
who don’t match up with the company’s values
doubled or tripled in size,” she says. “Often it’s the
don’t stay on the board,” she asserts, adding that beboard that recognizes vulnerabilities.”
fore her recent decision to join Hormel’s board, she
The main misperception about boards is that
interviewed a number of people to ensure Hormel’s
they’re just “big business,” where friends sit on each
ideals aligned with her own.
other’s boards and do little but “agree to outrageous
Collegiality and alignment are essential to a
compensation packages,” Smith says. Responsible
successful board, Smith believes. “Some boards
boards examine everything from employee pay to
prefer to have an uneven number of directors, so the
philanthropy—a boardroom discussion spurred
chairman determines a tie,” she says. “I always say, if
Buffalo Wild Wings to support the Boys & Girls
it comes down to a tie, you’ve got bigger problems
Clubs, for example.
than the question you’re trying to resolve.”
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“A lot of people don’t think boards take a lot of time,
but in a way they almost take more time than running
a company because you’re not there as often, there’s a lot
of things to learn to stay up to speed.”

John

Somrock
For service to Delta Dental
of Minnesota

I

n the land of 10,000 hidden assets, John
Somrock has quietly spent more than
two decades advising and consulting
with a diverse group of corporate and
nonprofit boards, along the way forging
an impeccable reputation for providing
priceless guidance.
While some may remember him from years ago,
when he ran several local companies including natural
gas utility Minnegasco (now owned by CenterPoint
Energy), Somrock may best be known today for his
board service at Delta Dental of Minnesota. He joined
its board in 1993, served as chairman from 2006 to
2013, and remains on the Minneapolis-based dental
insurer’s board as chair emeritus. He also serves on the
board of the Delta Dental of Minnesota Foundation,
of which he’s also a past chair.
Mark Sheffert, chairman and CEO of Minneapolisbased restructuring firm Manchester Cos. Inc., recalls
working with Somrock when Manchester was retained
to help Delta Dental deal with a contractual dispute.
“It was important enough that it required a group

LAND O’LAKES, INC. CONGRATULATES

The recipients of the 2014
Outstanding Directors Awards

Congratulations to

KATHLEEN
HIGGINS VICTOR
on your selection as an
Outstanding Director
by Twin Cities Business
magazine.

As a farmer-owned cooperative, for more than 90 years
Land O’Lakes has worked to improve agricultural productivity,
to help feed the world.
Each year, Land O’Lakes donates 2 percent of our profits to
organizations that improve the quality of life—
especially those that address hunger.
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We are proud of you and
your association with the
University of St. Thomas
as a member of our
Board of Trustees since
2004 and as the mother
of a 2011 alumnus.

to work on it that was made up of the board and outside advisors,” recalls Sheffert. “It was a very difficult,
very complex, acrimonious dispute. It required artful
leadership. It’s always easy to go to litigation, but I
think with John’s support and guidance and help, the
dispute got resolved in a successful manner.”
Sheffert notes that Somrock has an effective, analytical and low-key style, leading discussions by asking
questions rather than leading with his own opinion.
“He’s not going to be the kind of leader who stands
up on a table and jumps up and down and demands
that the board do it his way … board management is
consensus management. It’s not a dictatorship,” adds
Sheffert. “He’s not a heavy-fisted, heavy-handed guy at
all. He’s an artful consensus leader.”
While nonprofits typically aren’t dealmakers,
Somrock led the Delta Dental board when it sold off
its claims processing operations, DeCare Dental, for
$100 million to health insurance giant WellPoint Inc.
in 2009. The money was used to launch the Delta
Dental of Minnesota Foundation, with a mission of
improving oral health across the state.

“It took us over two years,” says
OTHER BOARD SERVICE
ers, you’ve got products, you’ve got
Somrock. “What we were really
employees, and you’ve got stakeholdDelta Dental of Minnesota
doing was taking Delta Dental from
ers—whether it’s the public for a notFoundation 2009-present
being mostly a business institution
for-profit like Delta, or shareholders in
HtMicroAnalytical,
and making it community-centric:
a Nexen Group or any other for-profit
Albuquerque, N.M.
That’s why we were creating the
company.” (Nexen Group is a Vadnais
2009-present
foundation. What we were able to
Heights manufacturer of motion
Augustana Care Foundation
do was monetize that asset by sellcontrol products.)
2008-present
ing it to WellPoint.”
For Somrock, the most important
Nexen Group Inc.
An Ely native and University of
role of the board is clear: to make
1999-present
Minnesota graduate, Somrock joined
sure that the right leader is in place.
Delta Dental of Minnesota
Minnegasco as a design engineer in
“I think that a paramount job of
1993-present
1968, rising to president in 1985. He
a board is to properly choose a CEO,
later became CEO of the E.F. Johnson
to properly work with that CEO,
Co. and EnScan Inc., two companies in the portfolio
support that CEO, guide that CEO and then make
of the holding company that then owned Minnegasco.
sure there is a robust succession plan in place for
He led the sale of both E.F. Johnson and EnScan, then
all of the senior management positions, including
began life as a consultant in 1992.
the CEO,” says Somrock, whose consulting work
“His approach to decisions, strategy or opportuincludes mentoring chief executives. “Corporations
nities would include all constituents, both internal
who lose CEOs and have to dismiss CEOs become
and external, in the decision making process,” says
somewhat rudderless. I think the most important
Rodney Young, president and CEO of Delta Dental
role the board has is to put the right CEO in there.”
of Minnesota. Young joined the Delta board in 1998
Finding the right leader is a huge responsibility
and became the insurer’s CEO at the beginning of
and undertaking for a board. And Somrock says
2012. He says that Somrock brings a big-picture
that people who have the notion that board service
view to all issues before the board, and has a knack
doesn’t involve much work are probably doing it
for considering all the angles.
wrong. In Somrock’s view, board work today calls
Somrock says that while for-profit businesses and
for steady homework to get a clear sense of the big
nonprofit entities deal with some different issues,
picture. “It’s hard to really make a contribution
“fundamentally, businesses are pretty much the same
unless you get yourself involved and understand the
when you really get down to it. You’ve got customcompany and its place in the market,” he adds.
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MarketVoiceWebinar
Economic and Insurance
Sectors: What’s Next?
Thursday, October 2, 2014
As the end of 2014 approaches, we examine the economic health
of our country and businesses to determine where best to invest
in our companies, our employees, and new business developments
in 2015. Changes in healthcare reform and the rising costs of
certain insurances like worker’s compensation greatly contribute
to a business’s economic viability.

Anika R. Khan
Director, Senior Economist
Wells Fargo Securities, LLC

Douglas O’Brien
National Practice Leader,
Casualty & Alternative Risk
Wells Fargo Insurance

JOIN US

to learn more from economic and insurance
professionals on the current trends and insurance
solutions aimed to help your bottom line.

Topics include:
• The business cycle and economic growth
• Labor market and inflation
• The path of short- and long-term rates
• Retention/deductible level analysis
• Medical inflation
Products and services are offered through Wells Fargo Insurance Services USA,
Inc., and non-bank insurance agency affiliates of Wells Fargo & Company.
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Kathy

Higgins Victor
For service to Best Buy Co.

K

athy Higgins Victor is
nothing if not
candid. “I am
a much more
courageous
director having
been through the experiences I’ve been
through,” she says. “When people have
been tested, you really see their leadership—or lack thereof. And I think I’m a
better director because of that.”
Higgins Victor faced some of the
most challenging experiences in her
business career while serving on the
board of Richfield-based electronics
retailer Best Buy Co. In 2012, then-CEO
Brian Dunn came under scrutiny for indiscretion and left the company. Meanwhile, founder and chairman Richard
Schulze stepped down to examine the
possibility of taking the Richfield-based
electronics retailer private. Profits were
down and stores across the country were
closing.
To add to her challenges, Higgins
Victor also chaired the CEO search
committee, which cast its net across the
globe. She recalls a board atmosphere of
divergent opinions and hard choices.
But that diversity of strong viewpoints helped Best Buy navigate those
rough seas, Higgins Victor suggests. “It’s
important to challenge one another’s
assumptions and perspectives,” she says.
“I also think it’s important to bring your
own point of view and diverse thinking
into the conversation.”
While other challenges remain, Best
Buy has come through that stormy
time, with the help of Higgins Victor’s
tough questions, collaborative approach

and hard work. It’s service that almost
didn’t happen. Several years ago, she
was Northwest Airlines’ chief human
resources officer when she was recruited
for the same position at Best Buy. At the
time, Northwest was in the middle of
labor negotiations and preparing to do a
public offering. Higgins Victor declined
the move to Best Buy—twice—noting
that it would be “irresponsible” for her
to leave her position during that time.
Some years later, when Best Buy
heard that Higgins Victor would be
leaving the airline, it again came calling,
this time to ask her to join its board of
directors. “And I said, ‘You know, the
timing’s not right. Actually, I’m about
ready to have my second child in a matter of days here,’ ” Higgins Victor recalls.
Two months later, she agreed to meet
with Schulze regarding that open board
position.
“I was incredibly impressed with
Dick Schulze’s interest in having a human resource capacity on the board,”
Higgins Victor recalls. “That intrigued
me—the fact that he had the foresight
and was interested in bringing that skill
set on. Because if you look at boards
today, only 3 percent of sitting board
directors have my background.” In
November 1999, Higgins Victor joined
the Best Buy board.
Currently, in addition to her regular
board duties, she chairs the nominating, corporate governance and public
policy committee and is a member of
the compensation and human resources
committees. That’s not all that’s keeping
her busy: She also runs Centera Corp., a
Minneapolis-based executive coaching
and development firm she founded,

“There are always healthy egos on a board, and as long
as you take the time to hear all the perspectives, you always
end up in a better place.”

cheers
for peers
Honoring five of Minnesota’s
most valued board members.

OTHER BOARD SERVICE

Congratulations to Jim Campbell, Kathleen Higgins Victor,

University of St. Thomas Board
of Trustees 2004-present
Academy of Holy Angels Board
of Trustees 2004-07
Chrysalis Center for Women

1994-97

Zonta International,
Oak Brook, Ill.

1991-96

whose clients includes UnitedHealth
Group, 3M and Medtronic.
Much has changed since Higgins
Victor first took on her directorship at
Best Buy. In this digital age, information travels so quickly that companies
face tougher scrutiny along with tighter
budgets. The role of the director has had
to evolve alongside these new challenges.
“Today’s governance risk is significant
when you think about data security,
when you think about the speed at
which data travels, when you look at
corporate responsibility; those are all
relatively new matters,” Higgins Victor
says. “They require directors to be
on the top of their game. We have to
ensure that we’re knowledgeable in that
space, that we’re current and that we’re
transparent.”

During the challenging times two
years ago, Higgins Victor followed a process to ensure that every conversation
among board members was fruitful.
She’d hash out four to six options with
the chairman, then speak with the other
board members individually, allowing
them the opportunity to be prepared
with their opinions and solutions to any
issues popping up during that period
of crisis. That strategy proved effective,
and she continues to practice it today.
Best Buy, meanwhile, has turned around
under its new leadership.
Despite the numerous challenges
and long hours, Higgins Victor remains
grateful for the chance to serve on Best
Buy’s board. And at the end of the day,
she says, the most important thing is
having the courage do what’s right for
everyone involved.
“I’ve had the distinguished honor of
working closely with Kathy for nearly
15 years,” says Hatim Tyabji, who chairs
Best Buy’s board. “She not only brings
valuable expertise in executive development and leadership coaching, she has
an unwavering commitment to serving
the best interests of our shareholders,
customers and employees.” TCB

Chris Policinski, Sally Smith and John Somrock on their
outstanding board service and their exceptional service
to our community.

dorsey.com
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P OINT, C LICK, S ALES ?
CIELOSTAR’S BILL MEHUS ALTERS COURSE FOR THE THIRD TIME
TO BENEFIT FROM THE AFFORDABLE CARE ACT.
BY B U R L G I LYA R D

aybe the fourth time will be the charm for
Minneapolis-based CieloStar.
The small, under-the-radar company has been around
since 1988, starting as Corporate Healthcare Financing;
its bread-and-butter business is the not so flashy world of
health benefits administration. But now, OutsourceOne,
doing business as CieloStar, the company is pivoting to
try to cash in on the emergence of private health care
exchanges for employers, a frothy, fast-growing market
being driven by changes to the health care system under the
federal Affordable Care Act.
“This is our fourth business model. So we’re very good
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at change here,” says Bill Mehus, the company’s founder,
executive chairman, CEO and majority owner. “We really
pride ourselves in staying ahead of the market.”
In its purest form, a private health care exchange offers an
online menu where people can compare competing health
plans to select the package of benefits that best suits their
needs. While the new federal health care law created public
exchanges such as MNsure for people without health insurance, the shifting landscape has driven a boomlet for private
exchanges as employers look at ways to rein in rising costs.
The stakes are high. A mid-June report on private
exchanges from Seattle-based Accenture tallied 3 million

U.S. employees already enrolled in private exchanges for
benefits in 2014. For now, that’s just a fraction of the estimated 170 million Americans who receive benefits through
an employer. But by 2018, Accenture forecasts that 40
million will be enrolled in private exchanges. In the report,
Rich Birhanzel, Minneapolis-based managing director of
Accenture Health Administration Services, notes: “Private
exchanges are experiencing hyper-growth.”
For CieloStar, it’s still early in the game. Mehus declines
to disclose revenue for the privately held CieloStar, but confirms that it’s currently less than $10 million. But he sees big
things down the road as the private exchange business takes

off: projections call for hitting $117 million in revenue by
the end of its fiscal year June 2017. The company currently
has 55 employees; Mehus expects that to double in the next
two years and triple within three to four years.
Mehus is no 20-something tech guru touting the latest
gizmo, but a veteran entrepreneur. He exudes an old-school
demeanor, but he’s clearly plugged in: He doesn’t believe in
business cards, but he was steadily checking his smartphone
during a recent meeting.
In January 2000, in an earlier shift in its business model,
the company debuted a technology called BenefitReady,
which allowed employees to manage their benefits through
founded in 2007.
a web portal.
“We serve over 800 clients. The clients range in size from
“Along comes the ACA, and we go, ‘We have that technolsmall companies, 10 employees, all the way up to companies
ogy.’ We have the technology for employers and employees
as large as 10,000 [employees]. It really spans all geographies,
to go purchase benefits online,” says Mehus. “We’ve basically
all industry types and so on,” says Ashok Subramanian,
taken our technology and repurposed it for the ACA.”
Liazon’s CEO and co-founder.
CieloStar is now unrolling exchanges across the country,
In a signal of how heated the market has become, the
in many cases partnering with state chambers of commerce
global professional services company Towers Watson
as exchange sponsors. CieloStar launched its first exchange
acquired Liazon for $215 million in November 2013. The
in North Carolina in November 2013. They’ve since added
market is increasingly crowded: “I like to joke sometimes:
exchanges in Oklahoma and Ohio. Exchanges in Virginia,
‘All the cool kids have an exchange,’ ” says Subramanian.
Michigan and Georgia were launched in September. By the
He sees industry players shaking out into four differend of the year they expect to be in nine states, with the adent buckets: large brokers and consultants, health carriers,
dition of Pennsylvania, New Hampshire and the company’s
benefit administrators who have moved to the exchange
home state of Minnesota.
business, and “pure play” exchanges like Liazon.
The Minnesota exchange will be sponsored by SouthSubramanian acknowledges that some employers
field, Mich.-based Meadowbrook Insurance Services Inc.,
remain wary of signing up for a private exchange. “It’s a
which has a Bloomington office.
very emotional topic. And a lot of
“Every state has been a little
employers say, ‘Look, maybe I could
different because the major medisave 5 percent, maybe I could save
cal players are regional,” says Paul
10 percent, but you know I just don’t
Walther, vice president of business
want to mess with this.’ ”
development for CieloStar. The
Another issue is the cloudy definicompany would not disclose the
tion of the word “exchange,” which
number of people enrolled in its
has created confusion in the marketexchanges so far.
place and among employers trying to
Julie Wagner Feasel, vice president
assess options.
of communications for the Ohio
“We think of ourselves as an online
“We’ve basically taken
Chamber of Commerce, says that
store,
as an Amazon.com-like kind
our technology and repurposed
CieloStar helped pilot a smooth
of place for buying things,” says Subit for the ACA.”
launch of its “benefits marketplace”
ramanian. “People think of the word
in June.
‘exchange,’ they think of soybeans. I
—Bill Mehus, CieloStar founder,
“CieloStar was able to walk us
don’t think there’s a good, clear defiexecutive chairman and CEO
through the process,” says Wagner
nition of ‘exchange.’ And that’s why it’s
Feasel. “It’s been really good. They
a bit messy out there right now.”
had the resources to do it and do all the programming for
Another big player is Aon Hewitt, which reported in
the website. They had a lot of insurance contacts already.”
March that more than 600,000 employees and their depenWhile the new offering has generated a lot of interest,
dents were enrolled in the company’s private exchanges for
as of mid-August, only one company was in the process
2014. One national competitor, Benefitfocus Inc., went pubof signing up for the Ohio exchange. But Wagner Feasel
lic in a high-profile deal in September 2013. The Charleston,
notes that the traditional time of year for enrolling in a new
S.C.-based company lost $30.4 million on revenue of $104.8
health plan is in the fall.
million for 2013. In mid-January, the company’s market
capitalization topped $1.8 billion, but has since declined to
around $1 billion. According to the company’s most recent
A CROWDED FIELD
quarterly filing, it had 488 large employer customers and 43
While the private exchange business is hot, there is no
insurance carrier customers at the end of June.
shortage of challenges—and competition. One of the larger
Minneapolis-based Bloom Health was founded in 2009.
players is Buffalo, N.Y.-based Liazon Corp., which was
The company currently has more than 250 employers and

CieloStar is now unrolling
exchanges across the country,
in many cases partnering with
state chambers of commerce
as the exchange sponsors.

more than 100,000 people enrolled in its private exchanges.
Locally, the company runs the My Plan exchange for
Medica. But Medica customers never see the Bloom Health
name, which operates behind the scenes.
“Our primary objective right now is we go out and we
work with health plans. We help support their private exchanges,” says Jim Priebe, chief operating officer for Bloom
Health.
In 2011, three large independent health insurers—
Health Care Service Corp., WellPoint Inc. and Blue Cross
Blue Shield of Michigan—acquired a majority stake in
Bloom Health.
“They’re a competitor, but they come at it from a different perspective. They come at it from the carrier perspective, we come at it from the employer perspective,” Mehus
says of Bloom Health.
Some employers are looking to shift from providing
health insurance (a “defined benefit”) to providing a set
amount of money (a “defined contribution” that would
effectively work like a gift card), which employees can use
to purchase a plan tailored to their own needs through an
exchange. Employers see it as a way to help control costs,
while offering greater choice to employees. Some skeptics
worry that under such a system, some employees could
ultimately find themselves underinsured.
David Martin, principal with Eden Prairie-based AhmannMartin risk and benefit consulting firm, says that many employers are weighing options, but so far it’s generating more
talk than employers actually signing up for exchanges.
“Exchanges are getting a lot of lip service. … I think
there has been a lot of confusion about what exchanges
mean to different people,” says Martin. “An employer has to
decide if an exchange fits their strategy or not.”

STANDING APART
Martin says that CieloStar’s track record in the business
will be a plus when it comes to dealing with the nuts and
bolts of running exchanges: “One of the things that we
would give them credit for is their roots in benefit administration.”
Like other observers, Martin notes that field has quickly
become crowded: “There’s well over 100 [private exchanges] out there right now. It’s still a little bit of a gold rush,”
Martin says. “I think over time there will be consolidation. It
will be a game that will reward scale at some point in time.
Who ends up getting scale, who knows?”
In contrast to the bigger players, CieloStar sees a niche

OCTOBER 2014 tcbmag.com TWIN CITIES BUSINESS

61

“We’re not just a technology company.
We’re a technology, insurance and administrative
company. We have a back room, we have a call
center, we do the work. We support and run the
exchange on behalf of a sponsor. Other companies
will provide the technology but then the sponsor
has to run the exchange.”
—Bill Mehus

Wells Fargo presents

1stTuesday
DINE, NETWORK, AND LEARN WITH RENOWNED
BUSINESS AND COMMUNITY LEADERS.

OCTOBER 7 • 2014

FREEMAN HUI SHEN
Board Member & Group Vice President,
Geely Holding Group
Chairman, Volvo Car Group China

11:30 a.m. – 1:00 p.m.
Registration, lunch, and program
McNamara Alumni Center, University of Minnesota

For more information and to register visit:
carlsonschool.umn.edu/firsttuesday
The 1st Tuesday Speaker Series convenes Twin Cities’ professionals
to address hot topics in business, management, and leadership. A
Carlson School tradition since 1992, the monthly event is one of the
largest gatherings of corporate and community leaders in the area.
Presented by
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catering to smaller companies with
250 employees or fewer. But while
CieloStar is ramping up its business, one
of the key players who positioned the
company for its new direction has left
the company.
In late May, then-CEO John Reynolds, a health care industry veteran with
much larger companies, talked about
his bullish outlook for the company:
“If you look at the business today, this
is a seven-figure business on its way to
becoming an eight- and nine-figure
business over the course of the next five
years,” he said.
But in mid-July, Reynolds resigned
after just two years at the helm to launch
another company, health care consulting
firm NaviSante. In the wake of his departure, no one was saying much about
his exit. Reynolds says that he simply
wanted to get into a different aspect of
the health care market.
“I think his job was done here and he’s
moved on to other things,” Mehus says.
Another player diving into the arena
is Minneapolis-based startup Gravie Inc.
Although the company is chasing the
same shifting landscape created by the
ACA, Gravie is not a private exchange,
but a broker designed to help people
shop for individual health plans. The
company launched in August 2013 and
by March 2014 had already raised $13.1
million in venture backing. Abir Sen,
co-founder and CEO of Gravie, declines
to disclose revenue for Gravie.
“We are experiencing really rapid
growth,” Sen. The company’s goal is to
be in all 50 states by the first quarter of
2015. Sen says that the federal law puts
individual insurance on the same footing
as group insurance. (Sen was also a cofounder of Bloom Health.)
The Gravie service is free to individuals. The company makes money through
fees from insurers and other providers.
The private exchange boom is bringing a retail-like shopping experience to
the business of health insurance.
“People are getting used to buying
things online. Health insurance is a place

where there’s still very low penetration,”
Accenture’s Birhanzel says. “Private insurance exchanges deliver that.”
The new landscape also includes
single-carrier exchanges such as Plan for
Me, an offering by the Bloomingtonbased HealthPartners. The program,
which typically offers three to five benefit
plan options—all provided by HealthPartners—was launched in August 2013.
(Similarly, My Plan by Medica is an
exchange that only offers Medica plans.)
Scott Aebischer, senior vice president
with HealthPartners, says that Plan for
Me has been appealing to small and
mid-sized employers: “Employers are
looking for benefit plan options.”
While single-carrier exchanges offer a
menu of choices, they only offer various
combinations of benefits from a single
provider such as Medica or HealthPartners. That’s another reason the definition
of what is or what isn’t a private exchange
has become muddled for many. Private
exchange purists like Mehus believe that
a true exchange offers choices between
competing health plans. “When we think
of exchange, we think choices and options
and multiple carriers.”
In an effort to streamline its business,
CieloStar sold off the COBRA and
flexible spending account business that
it handled for smaller customers in
January to Madison, Wis.-based TASC.
The company still handles benefits
administration work for larger clients,
such as the City of St. Paul.
Mehus declines to disclose the price
of the deal: “We just said we wanted to
create more focus in the organization
and devote resources to our new business model.”

MORE THAN TECH
The company now doing business
as CieloStar has been through several
names, including Corporate Benefit
Resources. When it began in 1988, it
was a distributor for self-insured health
plans and reinsurance. In 1994, it
switched gears to become a benefits ad-

ministrator, handling billing,
COBRA and flexible spending
accounts. In 2000, it launched
BenefitReady, the web portal
for benefits management.
“We’re not just a technology
company,” says Mehus. “We’re
a technology, insurance and
administrative company. We
have a back room, we have a
call center, we do the work. We
support and run the exchange
on behalf of a sponsor. Other
companies will provide the
technology but then the sponsor has to run the exchange.”
CieloStar gets a commission from health insurance
companies. In its partnerships
with state chamber groups,
the chambers get a share of
those commissions.
Mehus holds his cards close
to his vest about long-term
plans. He has an expansive
vision for CieloStar, with a goal
of having exchanges in 30 states.
But the company has no venture
capital backing, which raises the
question of how quickly they
can grow to that scale.
But Mehus says that the
company has retained Morris
Manning & Martin, an Atlanta law firm, to help evaluate
whether or not the firm should
look to raise venture backing.
“We’re looking at our
options,” says Mehus. “It isn’t
a foregone conclusion.” He
has little interest in taking the
company public.
The company is seeking $5
million in financing through
debt and warrants for securities, according to a mid-August
filing with the SEC.
In today’s feverish private exchange business climate, is the
company for sale? “Not in the
near future,” says Mehus, who
then allows: “In five years I’ll be
turning 65, so I’ll be looking to
slow down a little bit.”
But Mehus has already
proven that he’s a survivor
with a knack for reinvention.
“As an emerging market,
we have high expectations
for growth,” says Mehus.
“We’re very bullish on the
business.” TCB
Burl Gilyard is senior
writer at TCB.
10-14 TCB Principle Financial.indd 1
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M I N N E S O T A ’ S

P R E M I E R

October 1, 2014 • Minneapolis Convention Center

E V E N T

F O R

Hosted by:

Minnesota
Venture & Finance Conference

The Future of Innovation
Health • Manufacturing • Enterprise/Tech
Finance • Food/Agriculture • Device

The Minnesota Finance Conference with Proven Success
Real Deals • Real Investors • Unbeatable Networking
• More than half of the $5.9 billion of venture capital invested in
Minnesota firms in the last 17 years has gone to companies that
have presented at the conference.
• 400+ investors, entrepreneurs and executives attend each year.

• Over 70% of all capital raised in the last 10 quarters went to past
conference presenting companies.
• More than $3.9 billion in capital has been raised by past
conference presenters.

Great Up & Coming Company Presentations • 30+ More in the Entrepreneurial Showcase

Maximum Opportunity, Visibility & Value

Entrepreneurs:

The 28th Annual Minnesota Venture & Finance Conference delivers value and opportunities, providing a dynamic and packed
agenda featuring company presentations, workshops, panels and keynotes in a high energy and efficient format.
• By September 17:

£ $495

£ $295 (members of MHTA)

• After September 17:

£ $595

£ $395 (members of MHTA)

• On Site:

£ $645

£ $445 (members of MHTA)

Register Your Team & Save!
Receive 50% off registrations for additional
employees from the same company.
See the website for details.

Gain visibility to investors,
learn more about raising
capital, and network
with investors and
other entrepreneurs.
No additional cost for
a profile, one-minute
introduction & info table.

To register, for the full agenda or more information visit www.mhta.org/event/mvfc

E N T R E P R E N E U R S

A N D

I N V E S T O R S

Outstanding Keynotes, Panel Discussions, Workshops & Top-Notch Speakers
• The Future of Innovation in:
Health • Enterprise/Tech • Manufacturing • Food/Agriculture • Device
• Innovation Finance in 2014: VC, PE, Kickstarter, Angels & More
• Exit Strategies: Liquidity for Your and Your Investors

•
•
•
•

Positioning the Company for Financing
Due Diligence for Investors and Entrepreneurs
Entrepreneur & Investor’s Guide to Leveraging the University
The JOBS Act - Two Years Later -- and More!
Veteran MN
Technology VC

World Leading
Healthcare Provider

Renowned Journalist,
Anchor, Co-Host & Author

Michael Gorman

Jeff Bolton

Cathy Wurzer

MN Early
Stage Investor

$355 Million MN
Cleantech Fund

Global Leader in Food &
Agriculture Innovation

MN Healthcare
Services VC

Ryan Broshar

Doug Cameron

MN Twins’ President; 2014
All-Star Game; Target Field

$389 Million Global
E-Commerce Leader

$163 Million Manufacturer;
$2 Billion Market Cap

Dave St. Peter

David Dobson

Vicki Holt
CEO,
Proto Labs

Managing Director,
Split Rock Partners

Head of MN’s Economic
Development Agency

Veteran Medtech CEO,
Entrepreneur & Investor

Katie Clark Sieben

Kevin Hykes
CEO,
Metavention

Managing Director,
Confluence Capital Partners

Co-President,
First Green Partners

Director, Global Food
Research, Cargill

Managing Director,
Lemhi Ventures

MN Angel Investor,
Entrepreneur & CEO

MN Medtech
Investor & Advisor

Active MN $350
Million PE Investor

Angel Investor &
Co-Founder, Stratasys

Head of University
Tech Commercialization

Medtech &
Healthcare VC

Shane Slominski

Lisa Crump

President, Minnesota
Twins Baseball Club

Commissioner,
Minnesota DEED

Daren Cotter

CEO,
Digital River

Kathy Tune

CAO,
Mayo Clinic

Bill Aimutis

Jodi Hubler

Jay Schrankler

Joe Biller

Angel Investor; Founder,
InboxDollars

Partner, Thomas
McNerney & Partners

Principal, Tonka Bay
Equity Partners

CEO,
Cairn Ventures

Exec. Director, UofM Office
for Tech. Commercialization

Managing Director,
SightLine Partners

Veteran VC &
Entrepreneurial Attorney

Venture Capital &
Corporate Attorney

Growth Company
Transaction Advisor

Corporate &
Transaction Attorney

Veteran MN Medtech VC;
2014 MVCA President

Leader & Advocate for
MN Technology Businesses

Patrice Kloss

Dominic Iannazzo

Tim Murphy

Kirk Nielsen

Margaret Anderson
Kelliher, President &

Tom Martin

Partner,
Dorsey & Whitney

Partner, Oppenheimer
Wolff & Donnelly

Senior Manager,
EY

Partner,
Lindquist & Vennum

Feature Sponsors

Managing Director,
Versant Ventures

CEO, MHTA

Technology Sponsor

Supporters
TM

®

To register, for the full agenda or more info visit www.mhta.org/event/mvfc

2014

CELEBRATE INNOVATION!
The Tekne Awards, presented by the Minnesota High Tech Association,
recognize organizations and technologies making a difference all around
the world. Visit tekneawards.org to read about 2014 Tekne finalists
and register to join us as we celebrate innovation at the
15th Anniversary awards gala.

Thursday, November 13, 2014
MINNEAPOLIS CONVENTION CENTER
RESERVE YOUR TICKETS TODAY!
$195 Individual Tickets
$1850 Table for Ten
$2800 VIP Corporate Table for Ten

4:30 pm VIP Reception
5:45 pm Dinner
7:00 pm Awards Ceremony
8:30 pm Post-Event Reception

www.tekneawards.org
PLATINUM SPONSORS:

GOLD SPONSORS:

MEDIA SPONSOR:

SILVER SPONSORS:
Accenture

DESIGN SPONSOR:
Soulo Communications

Ameriprise Financial

EVENT PARTNER:

AT&T

LifeScience Alley

Computex

VIP RECEPTION:

Digineer

ViaWest

Minnesota Cup

WEBCAST SPONSOR:

Unisys

Implex
Sponsors as of 8/21/2014

Visit tekneawards.org to view sponsors,
additional information and to register!
Follow @MHTA on twitter. Join the
#TekneAwards conversation.

The Tekne Awards are presented by
the Minnesota High Tech Association

TRENDING

HUMAN RESOURCES

Creating a Great Workplace

General Mills, Mayo Clinic and Allianz are multi-year winners in Fortune magazine’s survey
of best workplaces. What are the leaders of these Minnesota corporations doing to create places
where employees are engaged? How can other Minnesota companies learn from them?
By Adam Wahlberg

HR

officers tend to say a lot of the
same things about great workplace cultures.
But unless the employer backs up the
rhetoric with actions, they’re just good
intentions. In many companies, employees don’t even feel comfortable taking
advantage of generous work-life policies.
For instance, a survey published by the U.S.
Travel Association in August reports that 41
percent of Americans don’t use all of their
paid time off.
So the question is raised: In which
Minnesota companies do employees not

only have considerable time off, but work
in a culture where they’re comfortable
taking it?
Fortune magazine went looking for these
companies, here and across the country, for
its annual list of the 100 Best Companies
to Work For. This year three Minnesota
companies made the grade (rank is in
parentheses):
> Allianz Life Insurance Co. of North
America, Golden Valley (47)
> Mayo Clinic, Rochester (53)
> General Mills, Golden Valley (64)
So we approached senior HR officers

at these three companies and asked them:
What are you doing right when it comes to
fostering a great workplace culture? Why
do people come to your company, and why
do they stay? One of the common themes
we heard was that the company pays attention to employees’ entire life, not just their
work life. And they hold their managers
accountable for the satisfaction of their
direct reports. They’re measured on it, and
their compensation is based in part on it.
In other words, in these three companies,
tending to workplace culture is more than
lip service. It’s policy.

Allianz Life:
Employee engagement
Community outreach gets a lot of buzz
around town. Some companies do a good
job of supporting the annual United Way
drive and organizing shifts during the
holidays for Feed My Starving Children.
But few do community outreach like Allianz Life Insurance Co. of North America,
which treats it as a year-round commitment.
Employees collectively pick four local
charities that the company supports for
the next 12 months, with $25,000 grants
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to each. Workers interact
with the organizations as they
see fit. During the holidays,
employees make a special
effort, participating in a Spirit
of Giving drive to collect food,
clothing and toys for a local
organization that meets basic
needs. “Last year, we donated
20,247 pounds of clothing,
26,363 pounds of food, 3,505
toys including 85 bikes, and
$97,739,” one employee
told Fortune magazine. “We
participate in a human chain
to load all the donated items
into the semi-trucks. It is great
to belong to such a giving
organization.”
It’s good for morale. And
it’s among the factors that are
good for keeping employees.
At Allianz Life, employees
tend to stay with the company
for a long time (voluntary
turnover was just 7 percent
last year).
Allianz Life also puts a lot of
stock in employee recognition.
“When I talk to groups
about what is important, I
would say that is No. 1,” says
Suzanne Zeller, senior vice
president and chief human
resources officer. “You just have
to recognize people. We have an
online system that we call ‘Recognition Central.’ That’s where
you can thank people for doing
a good job, and people can ‘like’
comments, like on Facebook.
People really love it.”
The company also sponsors
an all-day event called Supporting Ongoing Achievement
Recognition, or SOAR, as
part of a month-long series of
events that includes giving a
variety of employee awards.
The office includes an onsite child care center, fitness
center, two cafés, mini-grocery
store, dry cleaning and shoe
shine. These amenities are
part of the company’s overall
approach to work-life balance.
“We have a strategy we call
true balance. This has three
components: There’s physical
health, social well-being,
and financial fitness. It’s all
about having the tools and
the amenities to allow you to

ALLIANZ LIFE
> Rank on Fortune 100 List: .........47
> Number of years on list: .............3
> Total U.S. employees: ......... 1,647
> New jobs (one year):..............-122
> Full-time job growth
in past year:............................-7%
> Percent voluntary
job turnover:............................ 7%
> Fully paid sabbaticals.............. No
> On-site child care................... Yes
> Pays 100% of health
care costs................................ No
> On-site fitness centers............ Yes
> Subsidizes off-site
gym memberships.................. Yes
> Job sharing ............................ Yes
> Compressed work weeks........ Yes
Allianz Life fosters
camaraderie through
many events: Employees congregate after
a 5K run; donate to
the PRISM food shelf;
take part in an event
with Junior Achievement; and celebrate
with executives at an
employee recognition
gathering.

SOURCE: FORTUNE

ALLIANZ LIFE
EMPLOYEE RATINGS
Great challenges..................... 97%
Great atmosphere................... 97%
Great rewards......................... 97%
Great pride............................. 97%
Great communication............. 97%
Great bosses.......................... 96%
The review is based on 847 employee surveys sent by Fortune, with
a 95% confidence level and a margin
of error of plus or minus 2.3%.
SOURCE: FORTUNE

design your own true balance, which is a
big differentiator for us,” Zeller says.
The results show up in the employee
engagement data. The company uses a
tool provided by Kenexa (see “Kenexa:
Bringing Big Data to HR”) to survey
Allianz Life employees around the world.
“Two years ago the Minnesota office

scored the highest in engagement in all of
our offices,” says Zeller.
Allianz Life is a sizable company and has
the resources to offer attractive perks and
programs, and generous salary packages.
But Zeller says it would be a mistake to
conclude that the workplace culture is held
together with money.

“People just say we throw a lot of
money at the programs, but we haven’t,”
she says. Zeller indicates that the company
makes reasonable investments in training,
development and rewards, and it has seen
strong business results. “If your employees
are engaged they’re going to give you 100
percent.”
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To Brent Bultema, director of recruitment
strategies at Mayo Clinic, the secret to employee recruitment is all about storytelling.
“Mayo Clinic has 150 years of stories to
rely on, and we tell those frequently. It starts
at orientation through leaders providing
their personal stories and tying our cultural
norms back to the Mayo brothers,” he says.
“That’s been important to make sure that
your history and your culture resonate with
your employees, since culture can be an
abstract thing.”
What’s not abstract is the pride Mayo
employees have in their institution. In the
Fortune survey, more than nine of 10 employees are proud to tell others where they
work, and proud of their accomplishments.
The company shows gratitude for the
pride employees feel at work by doing its
best to make sure they feel healthy and
happy outside of work.
“How you assist employees in times
of their personal need is important,” says
Bultema. “As an employer you need to
focus on the whole person, not just the
person who comes to work. We have a fund

Mayo Clinic employees focus
on developing leading approaches to health care, such
as those shown here at the
Center for Innovation in Rochester. These nurses (right) are
based at the clinic’s Phoenix,
Ariz., campus.

MAYO CLINIC

Mayo Clinic: Employees’
needs beyond work

for individuals who may have a personal
circumstance where they just need a little
bit of assistance to get over the hump. We
have adoption reimbursement. We have a
lot of policies that reinforce the culture we
want to set.
“The bottom line is if employees aren’t
engaged they will look elsewhere, and turnover is incredibly costly,” he says.
Communication programs are taken seriously at Mayo to keep morale at a high level.
Because Mayo is open 24/7, its leaders communicate in multiple ways with employees.

“Whether it’s Dr. Noseworthy [Mayo
CEO] sharing a video on the intranet or
our employee blogs or direct emails or
our weekly e-newsletter, we want to keep
employees engaged with what’s going on,”
Bultema says. He notes that through these
communications, Mayo’s culture is reinforced. “We also encourage employees to
ask questions or post comments to stories,
as that is an opportunity for transparency
and direct feedback.”
People who work at Mayo tend to be
people who support public health and want

to express this viewpoint outside of work.
Mayo has created programs to assist them
in this way, says Bultema.
“HR plays a key role here in developing
pathways for employees who wish to support
their communities during times of need,
such as disaster relief,” he says. “We’re also a
big supporter of the outreach of United Way.”
Ultimately it comes down to keeping
employees engaged as a whole human
being, so they don’t just come to work
every day, but look forward to coming to
work. Turnover is incredibly costly and

ST. PAUL
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4:30 pm–6:00 pm – Cocktail Reception
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MAYO CLINIC
> Rank on Fortune 100 List:........53
> Number of years on list............. 11
> Total U.S. employees........ 44,297
> New jobs (one year)................415
> Full-time job growth
in past year:.......................... 1.1%
> Voluntary job turnover:........... 5%
> Fully paid sabbaticals.............. No
> On-site child care...................Yes
> Pays 100% of health care costs... No
> On-site fitness centers............Yes
> Subsidizes off-site
gym memberships..................Yes
> Job sharing.............................Yes
> Compressed work weeks........Yes

KENEXA: BRINGING BIG DATA TO HR

SOURCE: FORTUNE

Great challenges..................... 94%
Great atmosphere................... 93%
Great rewards.........................82%
Great pride............................. 95%
Great communication..............91%
Great bosses.......................... 92%

MAYO CLINIC

MAYO CLINIC
EMPLOYEE RATINGS

The review is based on 979 employee surveys sent by Fortune, with
a 95% confidence level and a margin
of error of plus or minus 2.8%.
SOURCE: FORTUNE

“very much a reflection of culture” and
engagement, Bultema says. Mayo’s best
recruitment tactic has nothing to do with
recruitment, he says. “It’s that we have turnover that is half of the industry norm.”

Allianz Life Insurance Co. of North America works with a company
called Kenexa to help it foster strong employee engagement.
IBM acquired Kenexa in 2012 for $1.3 billion and in 2014 rolled out
IBM Kenexa Talent Suite, which marries HR functions with big data.
Kenexa offers services including recruitment process outsourcing; onboarding (form management for electronic signature, legal
documents and workflow tracking); Kenexa Prove It, which assesses abilities to choose and target employment candidates; and
Kenexa Interview Builder, which provides a structured interview
archive with hundreds of example questions as well as employment
branding solutions.
Using big-data analytics, the suite evaluates employee information such as work experience, social engagement, skill development, and individual character traits to fine-tune the recruitment
process and helps employers understand their workforces, the
company says. This could enable better-targeted candidate
searches through social recruiting sites such as LinkedIn.
The suite is also designed to improve onboarding and employee
retention. Through IBM Connections, the company’s social software
platform, employees can share information and find subject-matter
experts.
On its website, IBM cited a study that surveyed 342 HR executives and found that only 50 percent of organizations use workforce
analytics. Even fewer apply predictive analytics for decisionmaking in areas such as sourcing and recruiting (7 percent), employee
engagement and commitment (9 percent), talent development (10
percent), retention (13 percent), and collaboration and knowledge
sharing (3 percent). —A.W.

IF A PICTURE IS WORTH 1000 WORDS,
HOW MANY WORDS IS A VIDEO WORTH?

5 SIMPLE STEPS IN CREATING A SUCCESSFUL MARKETING VIDEO
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General Mills: Fostering
employee satisfaction

Please join us as we honor these
outstanding family-owned businesses
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Bailey Nurseries, Inc.
The Mathiowetz Construction Company
Maud Borup, Inc.
Nordic Ware
N20 Companies

Finalists

Crew2
Deneen Pottery
Discount Steel, Inc.
Grazzini Brothers & Company
JNBA Financial Advisors
NOVEMBER 12 | 5:30 PM
HILTON MINNEAPOLIS
To purchase tickets, visit TCBMAG.COM/MFBA14
Presented by:

The corporate mission statement of
General Mills is “nourishing lives.” The
company repeatedly ranks high on
workplace culture lists—it’s made the
Fortune 100 list for 11 years—so it seems
company employees feel well-fortified.
General Mills employs more than
41,000 people worldwide, and more
than 16,000 of its employees are in the
United States. Jacqueline Williams-Roll,
head of global human resources for the
company, says it takes time to nurture
the careers of each one of them.
“The single biggest reason that people
leave companies is about managers; the
single greatest reason that people are
engaged with companies is that they’re
working for a great manager. That’s why
we have our Great Manager initiative. Fifty percent of our performance
appraisal is based on ‘Did you get the
results you said you were going to get?’
and the other half is about how you went
about doing that. It’s really based on our
leadership expectations,” she says.
The company has given deep thought
to how it defines employee engagement,
says Williams-Roll. General Mills has
GENERAL MILLS
> Rank on Fortune 100 List:........ 64
> Number of years on list............. 11
> Total U.S. employees......... 16,101
> New jobs (one year).............. -612
> Full-time job growth
in past year:........................ -3.7%
> Voluntary job turnover:........... 3%
> Fully paid sabbaticals.............Yes
> On-site child care...................Yes
> Pays 100% of health
care costs................................ No
> On-site fitness centers............Yes
> Subsidizes off-site
gym memberships..................Yes
> Job sharing.............................Yes
> Compressed work weeks........Yes
SOURCE: FORTUNE

GENERAL MILLS
EMPLOYEE RATINGS

Platinum Sponsors:

Great challenges..................... 93%
Great atmosphere................... 92%
Great rewards..........................91%
Great pride............................. 95%
Great communication............. 92%
Great bosses...........................91%
The review is based on 979 employee surveys sent by Fortune, with
a 95% confidence level and a margin
of error of plus or minus 3.1%.
SOURCE: FORTUNE
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bucketed it into four categories: purpose,
my manager, my leader, and pride in the
company. It figures that if an employee
is feeling good in these areas, chances
are the person will be happy, doing good
work and sticking around for a while.
“We have many engagement programs within each function: town halls,
listening sessions, level-down meetings
where managers do focus groups—not
with direct reports, but the next level
down,” she says. “We also do some quick
surveys to get the pulse in our respective
units. We put in these measurements of
engagement as we hold our managers
accountable.”
General Mills offers an impressive

THE CHANGING ROLE OF THE HR OFFICER
Many people have viewed human resources staffers as the people they turn
to for information on topics such as vacation time or payroll questions. For
some employees in certain workplaces, that’s still the primary role.
But there are many large companies with more expansive HR operations.
In those companies, such as the three large employers in this article, the HR
function has become much more sophisticated.
“In the past, HR folks were viewed as bureaucrats and paper pushers,”
says Connie Wanberg, professor of industrial relations at the Carlson School of
Management at the University of Minnesota. “HR is now widely viewed as an
essential function and one that can make a dramatic difference in the success
of the organization. In particular, this is because human capital is so important
to the success of today’s organizations, and the HR function has many tools to
help ensure that organizations select, develop and retain the best talent.”
That’s been Brent Bultema’s experience at Mayo Clinic, where he serves
as the director of recruitment strategies.
“It used to be that human resources was there to develop policies and
reinforce policies. It used to be called personnel. It’s evolved much further
than that,” he says. “We are there to personify and to translate and to reinforce the culture, and that starts with recruitment.”
In addition to making sure that candidates you may want to hire have the
skills, licensures and credentials your organization needs, Bultema stresses
that it’s equally important that the person represents a “cultural fit.”
Today’s HR leaders need to bring a wider variety of skills to the job than
they did a generation ago. “Individuals in the HR function need strong
leadership skills, business knowledge and change-management skills,”
Wanberg says. “They need to be able to help maintain morale and they must
be good communicators. And they have to be able to create a rapport with
both managers and employees alike.” —A.W.
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At its corporate headquarters in
Golden Valley, General Mills offers
perks including a company store,
clinic and fitness center.

menu of amenities in its Golden Valley
headquarters, including a fitness center,
a health clinic, an infant day care, a company store, time off for volunteer opportunities, and classes offered through
the General Mills Institute.
According to Fortune, 83 percent of
employees say that they have access to
training and development that will further them professionally. And the com-

pany has a track record of rewarding this
training: 80 percent of its managers are
promoted from within.
The company acknowledges that
employees have actual lives outside of
the office, and has these perks in place
to help them manage all aspects of their
lives. “If we can help people be happier
and healthier in their whole life, that’s
better for everyone,” Williams-Roll says.

#SBSS

PRESENTED BY
EVENT SPONSORS

TCB

Adam Wahlberg is TCB’s senior editor.
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With high tuition costs and a competitive job
market, choosing a college program is tough.
But a new state website gives students and
parents more power because they can see
which industries are hiring and how much
new graduates are getting paid.

P

eople in powerful positions often have access to the
best information.
Minnesota high school
students now have the ability to
expand their power base. When
they are agonizing over technical school and college choices,
they can look at marketplace
data that show which academic
programs have high placement
rates and what recent graduates
are being paid.
For the first time in its history,
the Minnesota Department of
Employment and Economic
Development (DEED) is making
this information available to the
public on its website.
The data reveal a pattern
of underemployment among
recent graduates. For the Class of 2011, among
those completing programs ranging from certificates to graduate degrees, by their second year
out of school, only 42 percent had full-time jobs
that they kept for a whole year.
But the most intriguing statistics are the wage
breakouts among academic programs. Here are
some of the highlights for the Class of 2011 two
years after completing their education:
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> Those with special education and teaching degrees
at the bachelor’s level had
annual median earnings of
$35,312.

Technical education
translated into good-sized
paychecks for people who
completed certificate programs or associate degrees.
For example:

BY LIZ FEDOR

> Among students who earned bach-

elor’s degrees in marketing, 52 percent
had full-time jobs and 31 percent were working
part-time. The median annual salary for fulltime employees was $35,373.

> Among bachelor’s graduates with general

business degrees, the median annual wages for
full-time employees were $57,227. In this major,
59 percent were employed full-time and 21
percent were working part-time.

> Annual median earnings

were $44,196 for full-time
workers who obtained associate degrees in electromechanical instruments
and maintenance technology. In this program
area, 60 percent held full-time jobs in their
second year out of school.

> Plumbing program graduates also saw high

job placement. Among students who completed
certificate programs for plumbing, the annual
median earnings for full-time workers were
$41,229. Forty-five percent were working full
time and 42 percent were employed part time in
the second year out of school.

SOURCE: MINNESOTA OFFICE OF HIGHER EDUCATION, MINNESOTA DEPARTMENT OF EMPLOYMENT AND ECONOMIC DEVELOPMENT

GRADUATES OF TWO-YEAR AND FOUR-YEAR PROGRAMS EARN
SIMILAR WAGES SHORTLY AFTER GRADUATION

“There are families who absolutely have
their child going for a baccalaureate,” says
Larry Pogemiller, director of the Minnesota
Office of Higher Education. “But the student might be happier and more successful
getting a certificate or going the two-year
degree route.”
“The whole idea here is to use metrics
and data to try to figure out what works
better,” says Pogemiller, a former state senator. Beyond individual families, Pogemiller
argues the data will be helpful to public
officials and employers. “This is an example
of trying to bring to bear data-based decisionmaking around public investments.”
The Minnesota Legislature passed a bill
requiring DEED to take the wage and employment data that the state receives from
employers and present it to state residents
in a format that’s easy to use. Called the
“graduate employment outcomes tool,”
people can use drop-down menus on the
DEED website to look up wage and place-

ANNUAL MEDIAN FULL-TIME WAGE

Bill Blazar, interim president of the Minnesota Chamber of Commerce, predicts
the wage and placement information will
be useful to multiple audiences. “It gives
the student seeking the training the kind
of information they need to make a wise
career decision,” he says. “The other thing it
does is put some additional pressure on the
institutions to change and adapt their curriculum, so that their graduates are going
to meet the demands of the private-sector
economy.”
Wage comparisons among graduates of
certificate, associate’s degree and bachelor’s
degree programs have been attracting
attention.
When the data are aggregated, they indicate that wages rise along with higher levels
of education. But the extensive breakout of
wages shows that many recent hires with
certain two-year degrees are making more
money than some people who have fouryear degrees.

The state of Minnesota recently released wage information that shows, on average, that people with bachelor’s degrees are earning only slightly more than
people with two-year associate degrees. The bar chart shows what Minnesotans
were earning in their second year after completing their academic programs.
The percentage on the bottom of each bar shows what portion of the Class of
2011 graduates were working full time. Detailed wage information about specific
academic programs is available on the Minnesota DEED website.
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SCIENCE TECHNOLOGIES TOPS PAY CHARTS
FOR ASSOCIATE DEGREE HOLDERS
Science, health and precision manufacturing jobs were the highest paying
for Minnesota students who received associate degrees in 2011. The state
of Minnesota released this data about graduates who were out of school for
two years. The chart shows hourly median wages in occupational areas.

BOLD AWARDS
CALL FOR
NOMINATIONS
ACG INVITES YOU TO NOMINATE
YOUR CLIENTS OR COLLEAGUES FOR
THE THIRD ANNUAL BOLD AWARDS!
Designed to honor and recognize innovation, inspirational moves,
bold visions and leaders that have made bold moves to positively
grow, restructure or enhance their companies for the benefit of
all stakeholders. Leaders and their teams (investment bankers,
lawyers, bankers, and others assisting the nominees BOLD move)
will be recognized for imagination, innovation and extraordinary
efforts to grow Minnesota. Original. Inventive. Daring and BOLD,
these awards are a big deal.
ACG members and non-members alike are welcome to submit
nominations based upon BOLD moves that occurred between
January 1, 2013 and December 31, 2014.
To nominate and for more information visit us online at:
www.acg.org/minnesota

BE BOLD! NOMINATE.
NOMINATIONS CLOSE: DECEMBER 1, 2014
For questions contact Nicki Vincent, 612-590-1041.
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ment data by academic program. They
can access the tool at http://mn.gov/
deed/data/data-tools/graduate-employment-outcomes.jsp

Liberal arts vs.
technical education
In an era of high tuition, will the release
of the accurate wage data discourage
students from pursuing four-year liberal
arts degrees?
“I don’t read it as an argument for
young people not to major in history,
English or philosophy,” Blazar says.
But liberal arts graduates need to work
harder “on how they present themselves
to the market on their career path.”
When a student majors in history, he
adds, they often need to be more deliberate than technical graduates do about
a career strategy. They need to have a

good answer to a key question, he says:
How am I going to use this degree to get
myself going in a career?
Based on the data, Blazar says that
some students might complete a certificate program after high school and
begin working full-time, then pursue associate’s and bachelor’s degrees as their
careers are unfolding.
“I think the career paths that young
people choose are going to change
substantially, mostly because of the job
market, the cost of higher education and
the larger societal trend where people
have more than one career,” Blazar says.
Pogemiller also doesn’t think the data
should be used to favor either liberal arts
or technical education.
“Right now, this is an employers’
market,” he says. While the new data are
valuable in providing insights on start-

SOURCE: MINNESOTA OFFICE OF HIGHER EDUCATION, MINNESOTA DEPARTMENT OF EMPLOYMENT AND ECONOMIC DEVELOPMENT
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ing wages, he notes, “until you look over
10 years, you don’t know whether a person with a certificate ran into a [wage]
wall or was able to keep progressing.”
Because most people work for several
decades, he says, students still need to
look at the occupations they would
enjoy as well as identify which offer the
highest pay.
He also stresses that the data are
particularly valuable to first-generation
college students, who lack the social
connections of family members or “rich
uncles” who’ve already navigated the
college landscape.
In today’s job market, there also are
many jobs that require a blend of technical skills and the critical-thinking capacity
developed through liberal arts courses.
Alessia Leibert, a research project
manager, for Minnesota DEED, exemplifies this pattern. She earned a degree
in history in Italy and later graduated
with a master’s in public policy analysis
at the University of Minnesota.

Leibert has written a detailed report
for Minnesota leaders about the new
graduation outcome tool. “I am applying my statistical knowledge as well as
history and historical research knowledge every day on my job,” Leibert says.

Stackable credentials
In health care and manufacturing, many
experts in workforce development talk
about stackable credentials. People can
begin their careers at low occupational
levels that don’t require lengthy training,
but later can pursue degrees that build
on their previous education and allow
them to climb career and wage ladders.
At Dunwoody College of Technology
in Minneapolis, academic programs are
designed to help students secure their
stackable degrees.
For example, a student could complete a certificate program at Dunwoody
and become a machine tool operator.
Dunwoody president Rich Wagner
says that student could then earn an
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associate of applied science degree to
qualify as a machine tool technician. Those
undergraduate credits would then position
the student to earn a bachelor of science in
industrial engineering at Dunwoody.
Dunwoody is a unique institution in the
Minnesota higher education landscape.
Celebrating its 100th anniversary this year,
Dunwoody is a private, nonprofit technical
college and it has an endowment.
It offers certificates and degrees in seven
clusters: applied management, automotive,
computer technology, construction sciences
and building technology, design and graphics technology, health sciences and technology, and robotics and manufacturing.
Most full-time students pay $18,000 to
$19,000 a year in tuition and fees.
“The pathway to the middle class
requires some education after high school,
but that doesn’t mean a four-year degree in
all cases,” Wagner says.
In 2012-13, only 41 of Dunwoody’s
340 graduates earned bachelor’s degrees,
and the rest earned associate of applied
science degrees or completed certificate

programs. Robotics and manufacturing had the largest number of graduates
among Dunwoody’s seven clusters, with
48 finishing certificate programs, 77 earning associate degrees and nine obtaining
bachelor’s degrees.
“If industries are not hiring, our students are not enrolling,” Wagner says, adding that his institution is in close contact
with businesses so it can constantly update
its equipment and academic programs.

Aligning school programs
with workforce needs
In earlier decades, many students enrolled
in college programs with the confidence
that they would land good jobs following
graduation.
In today’s economy, Leibert says, many
students and their parents recognize that
the path to a well-paying, full-time job may
be very long. In recent job vacancy surveys,
a high portion of job openings in Minnesota were for part-time jobs. That’s also the
case in many other states.
“This is one of the reasons why the Fed

is not raising interest rates because they are
seeing that part-time work is still too large,”
Leibert says.
Against this backdrop, she stresses the
importance of students’ and parents’ access
to reliable wage and placement data.
“If a student goes into debt to pursue
these degrees, it’s important they realize
what awaits them,” she says. While many
institutions release statistics about their
graduates, she says those surveys rely on
self-reporting by students, and those who
don’t land jobs in their fields often choose
not to respond to school surveys.
DEED’s wage and employment data are
comprehensive and accurate because they are
drawn from the 95 to 97 percent of employers who are mandated to report the data.
They are employers who are part of Minnesota’s unemployment insurance system.
“For us to be a competitive state and
drive economic development, we need
to have the workforce,” Wagner says.
He emphasizes that good marketplace
data help educational institutions align
their programs to meet the demands of
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businesses.
By shining the spotlight on the wage
and placement information, Blazar contends it will provide a greater incentive
for educational institutions to adapt their
curriculums.
“There are some people who have a
strange view that the technical colleges are
subsidizing business,” Blazar says. “That is
fundamentally wrong, because the purpose
of the school is to teach the student the
basics of a profession.”
Once new graduates are on the job,
Blazar notes that virtually every company
provides additional training on how to do
the job in the specific workplace.
“As baby boomers retire, we will have a
shortage of people,” Pogemiller says. So he
anticipates the DEED employment information will become even more valuable
for students, parents, employers and higher
education institutions. “It’s a positive use
of big data.” TCB
Liz Fedor is the Trending editor
of Twin Cities Business.
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Unlocking IT Solutions
SECURITY, TALENT RETENTION
AND SYSTEM INVESTMENTS ARE
KEY CHALLENGES FOR
CHIEF INFORMATION OFFICERS.

By Liz Fedor
Photography by Adam Bettcher

Carolyn Parnell was a public employee in 2011 when she accepted Gov. Mark Dayton’s
offer to overhaul Minnesota’s information technology services, but she acknowledges she
was surprised by the disjointed system she discovered.
“There were 80 to 90 different boards and agencies all doing IT in whatever way they
wanted,” she recalls. “It was pretty chaotic. The right hand did not know what the left
hand was doing. People could make decisions independently, and there was a lot of
redundancy.”
Parnell, who serves as the MN.IT Services commissioner, says reforms and
consolidation of Minnesota’s information technology administration and services have
saved taxpayers $27.4 million as of mid-2014.
Although Parnell works in government, she has the same worries as chief information
officers in the business and nonprofit sectors who are trying to make intelligent IT
investments, ensure the security of their data and deploy IT resources to serve customers.
Parnell was among four experts who tackled IT challenges at a Twin Cities Business
CIO Forum in late July at the Nicollet Island Pavilion in Minneapolis.
Robert Bodor, chief technology officer for Maple Plain-based Proto Labs, explained
how his company is using technology to produce machined and molded parts for
customers with custom orders. Rounding out the panel were two representatives
from nonprofit health care organizations: Alan Abramson, senior vice president
of information services and chief information officer of Bloomington-based
HealthPartners, and Joanne Sunquist, senior vice president and chief information officer
at HealthEast Care System, which is based in St. Paul.
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CIO FORUM PANELISTS

Alan Abramson

Robert Bodor

SVP of information services
and chief information officer
HealthPartners, Bloomington
Abramson joined HealthPartners in 2000
and serves in several leadership roles
beyond HealthPartners. He is a board
member of the Community Health Information Collaborative and CaringBridge,
and is a member of the GPS Strategic
Advisory Board at the University of St.
Thomas. He came to HealthPartners after
a long tenure at Allina Health. Abramson
earned his doctorate in computational
demography and econometrics from the
University of Minnesota-Twin Cities.

430

Chief technology officer
Proto Labs, Maple Plain
Bodor has worked for Proto Labs for
nearly two years; he was initially hired
as the director of business development.
He previously worked at Honeywell,
including as the safety software solutions leader for the Honeywell Life Safety
Division. Earlier in his career, he was an
engagement manager for McKinsey &
Co. He holds bachelor’s, master’s and
doctoral degrees from the University of
Minnesota-Twin Cities in engineering
and computer science.

Carolyn Parnell

Joanne Sunquist

Chief information officer,
MN.IT Services Commissioner
State of Minnesota, St. Paul
Parnell was appointed to her current position by Gov. Mark Dayton in 2011. She
joined the administration after serving as
the chief operating officer for information
technology services for the Minnesota
System of Colleges and Universities
(MnSCU). Earlier in her career, she was
the director of information technology at
Minnesota Public Radio. She earned a
bachelor’s degree from the University of
Minnesota-Morris and her MBA from the
University of Minnesota-Twin Cities.

SVP and chief information officer
HealthEast Care System, St. Paul
Sunquist joined HealthEast in early 2013
and is leading a major electronic health
record implementation project. She previously served as the chief information officer of Hennepin County Medical Center.
She was vice president of information
services at Allina Health. Early in her
career, she worked with Andersen Consulting. She holds a bachelor’s degree
from the College of St. Benedict and a
master’s in nursing administration from
the University of Minnesota-Twin Cities.
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Securing the data
While many retailers have been subjected to attacks by hackers
seeking customer credit card numbers, Sunquist says health care
providers also are trying to fortify themselves against digital theft.
“The hottest thing right now is stealing medical record numbers and medical identities,” she says. In the criminal marketplace, people want to buy medical identities because they could
pretend to be somebody else and get thousands of dollars worth
of health care services.
She also stresses the overarching concern to keep patient medical
records private. When there is a breach of unsecured protected
health information, federal law requires organizations to report it
to the U.S. Department of Health and Human Services. In the past
four years, she says that HHS has received reports of hundreds of
breaches. “If you haven’t had a breach, you’re lucky,” Sunquist says.

CIO Forum participants
discuss how to increase data
security awareness among
customers.

“It’s just a matter of when, because it’s pretty inevitable something
is going to happen at some point in your career.”
When it comes to patient health-care data, Abramson harkens
back to a favorite adage of President Ronald Reagan, applying
the “trust, but verify” approach to how health-care employees
handle data.
“We had a data loss protection software that actually scans
outbound emails to see if there are certain kinds of data in it,”
Abramson says. “We found all kinds of violations, and most of
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them were actually innocent, or they were related to the fact that someone was helping a research project. But you don’t send unencrypted data about patients, even if it’s
a research project, out into the Internet.”
The data security challenges in health care institutions are complex.
“In a typical hospital of large size like we run, there are five to 10 times more
biomedical devices than there are laptops or desktop computers,” Abramson says. “As
that technology advances, they are all going to have some kind of chips in them that
are capable of processing data.” Tremendous amounts of data will be produced for
each individual patient. One of his concerns is that no “mature security model” has
been developed to broadly safeguard biomedical devices. He forecasts there will be
quick changes on how this information is managed.
In state government, Parnell notes that there are huge security challenges, “partially
because of some of the legacy systems that you can’t even retrofit.” In the next budget cycle,
Parnell says she plans to seek more funding to improve security of the state’s IT systems.
Target’s widely publicized data breach has increased state legislators’ awareness
about data security, she says. “People all of a sudden kind of get it,” Parnell says. “If
[legislators] tell me I’m just trying to scare them, I’m going to say, ‘Absolutely, I’m
scaring you with the truth.’ ”

Alan Abramson (left), of HealthPartners, says data associated with biomedical devices is a
security concern for health care
organizations.

CIO ROLE GROWS MORE COMPLEX
The role of chief information officer is becoming more demanding, and its responsibilities are evolving.
That’s the perspective of several management experts and
the framework for a changing CIO job description surfaced
recently in a major study.
“Too many organizations are stretching their chief information
officers too thin,” writes Terri Griffith, a professor of management at Santa Clara University in California.
“CIOs are being tasked with managing internal business systems, cloud-based services, big-data innovation, data security
and the 24/7 needs of global customers who access company
data on personal devices,” Griffith writes in an article for the
Harvard Business Review.
“Effective leadership and management across these areas is
possible, but not without providing CIOs with the proper support
structures and instituting necessary organizational alignment,”
Griffith writes.
Massachusetts-based International Data Corporation (IDC),
which provides research and advice to CIOs on new products,
published a study this year that shows some dramatic changes
ahead for CIOs.
It found that in the coming years, “the primary role of 70 percent of CIOs will change from directly managing IT to becoming
innovation partners.”
On the security front, the IDC study found: “In an effort to
reduce IT costs and accelerate business agility through more
cloud computing, 70 percent of CIOs will expose their enterprise
to additional risk.”
There also is serious concern about the ability of some organizations to provide adequate security for older systems. The
IDC study reports, “By 2015, 60 percent of IT security budgets
for increasingly vulnerable legacy systems will be too small by a
factor of 30 to 40 percent.”
In its report, IDC recommended that CIOs “delegate the role of
technology manager to a CTO, so that you can focus on information intelligence and innovation.” —L.F.

Driving business results
Information technology is a critical element in the success of Proto Labs, a global
company headquartered in Minnesota, with manufacturing facilities in Plymouth
and Rosemount.
“We specialize in making parts for people, and we do it very fast,” Bodor says. “We
serve product developers, engineers who are trying to make products to bring to market.
We allow them to do that through a broad range of manufacturing processes in as little
as one day, and we do that through a great deal of automation and IT enablement.”
The range of Proto Labs offerings includes injection molding, CNC (computer
numerical control) machining, metal molding and additive manufacturing. “One of
our challenges is building the infrastructure, the software, the IT systems to enable
that kind of breadth, while continuing to grow as a business,” Bodor says.
For example, he says, a customer may need 18 different parts for the assembly of
one product. All of the parts need to be molded, and the customer wants a quick
turnaround. “That’s a very difficult challenge for most manufacturers to meet,”
Bodor says.
In terms of its business process, he explains: “A customer sends us a CAD
[computer-aided design] file, and we send them a quote. If they choose to order, we
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ship them parts as soon as the next day.”
Before parts are manufactured, Proto Labs shows the customer a 3-D rendering of
the finished part, so the customer can assess whether any modifications are needed
based on how the part was designed.
In recent years, Proto Labs has been increasing its revenue by at least 25 percent annually. “A big challenge for us has been thinking about how we set up the infrastructure and the architecture, both on the software side and the hardware side, to support
those volumes,” Bodor says. “It feels like we have to be thinking several generations
ahead. Incremental improvements are not enough.”
For the second quarter of this year, total revenue for Proto Labs jumped by 33
percent to $52.9 million.
As the company’s customer base has grown, Bodor says he’s also focused on user
experiences. “A lot of our go-to market and our customer experience is really deliv-

ered online,” he says, emphasizing the need for a “consistent, dependable and unified
user experience” across multiple digital platforms.

CONNECT WITH US
FOR YOUR DAILY DOSE OF MINNESOTA BUSINESS NEWS

Smarter IT approaches
After consolidating IT operations in Minnesota state government, Parnell says, “for
the first time we could measure our IT spend in the state and compare it with both
the public sector and the private sector.”
She stresses that she’s as cognizant of assessing a return on investment as anybody
in the for-profit world.
“We have to really account for all of our IT spend,” she says. “We have a service level
agreement with every single agency. They know exactly what they are getting, how much
it costs and who is delivering it. One of the things I told everyone in light of IT consolidation was that we are not going to do less IT, but we were going to do IT smarter.”
The number of state data centers has been reduced, which is freeing up some
money from real estate costs. “We have been pretty successful in making the case for
investment in technology because we have been so underfunded,” she says. “We have
so many legacy systems that just are going to fall apart unless we replace them.”
In his large health care organization, Abramson says he thinks the wise approach
is to ease into using new technology shortly after it’s been invented. He favors pilot
projects with new technology rather than making huge financial investments in the
early months after new products go on the market.
“There is a lag before an organization can
really use it effectively,” Abramson explains. “We
resist putting big money into [new technology]
until we feel that there is a sense that our user
community, our business partners, really know
how to use it and use it in a cost-effective way.”
When he is assessing new technology, Bodor
says, he ties it back to the profit-and-loss statement
and determines whether the investment would
increase the company’s capabilities and expand
revenue growth.
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Talent search
In the Twin Cities and other metropolitan areas,
Sunquist says there are salary bidding wars to get
Dale Kurschner, TCB editor
and keep lead security officers within companies.
in chief, moderated the CIO
Forum, which tackled IT invest“If you find really good people, somebody else
ment issues along with security
wants them,” she says. In many cases, “they will be
concerns and talent retention.
snapped away for a lot of money.”
While many organizations simply have to
pay more to retain lead security professionals,
Sunquist says, these pivotal jobs offer the opportunity for businesses and nonprofits
to develop and promote talent from within organizations.
“I was blown away by the skills that state government IT employees have,” Parnell
says. “When I’m out talking to the public, I am very clear about saying I truly think
that every IT person should have a stint in public service. It is something so valuable,
and to believe in the mission of what you are doing is a real attractive factor.”
State government is addressing a “stunning retirement factor,” she says, noting that
she signed 10 retirement certificates the day before the CIO Forum.
Finding the IT employees she needs has been a challenge. “But I’ve actually been
quite pleased with the workforce that we’ve been able to attract over the last couple of
years,” Parnell says. “People come from the private sector. They move around within
state government. Some of them have gone out to the private sector and come back
to the public sector. The other message I try to give people is that we are not all about
old technology. We really do have some of the latest and greatest.”
Some Minnesota-based employers recently have outsourced some IT jobs, while
other firms have decided to bring the jobs back home. “We are all looking for the
same people at the same time,” Abramson says. In particular, he notes, the people who
are in greatest demand have expertise in mobile device development, security and
big-data analytics.
“We all seem to be on that same wave at the same time,” he says. “That makes
it great if you just got out of school with an advanced degree in data analytics, but
maybe not great for those who are trying to rapidly retrain.” TCB
Liz Fedor is the Trending editor of Twin Cities Business.
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marketing mash-up
BY Glenn

Karwoski The Art and Science of the Sell

Time for a Check on School Fundraisers?

A

s states and local communities continue to seek new
ways of generating revenue
to pay for education, schools
increasingly are partnering with major
brands, particularly those in the food and
beverage industry. However, this same
industry has been under fire for decades for
how it markets to kids—first for advertising specifically targeting hyper impressionable young children, and more recently for
promoting unhealthy choices leading to
increased rates of childhood obesity.
Food companies fearing legislated
restrictions on such marketing came
together in 2006 to establish the Children’s
Food and Beverage Advertising Initiative
(CFBAI). Members, including Golden
Valley-based General Mills, pledged to shift
kid-focused advertising toward healthier
food and beverages. Specifically, they were
to market these products in media whose
audience share consists of 35 percent or
more children under age 12, as well as other
issues such as food marketing in elementary schools.
Even though 40 percent of U.S.
television food advertising comes from
companies that aren’t members of CFBAI,
compliance among the participating
members has been good—so good, in fact,
that it won the praise of First Lady Michelle
Obama, who said at the 2013 White House
Convening on Food Marketing to Children,
“these new standards are beginning to have
an impact, and I commend all of these
companies for taking action.”
All good, right? Well, like most things,
the devil’s in the details—at least that’s
what critics of the self-policing CFBAI
charge. They say one giant loophole that all
of the food and beverage companies have
found is the exclusion of fundraising materials, along with donations, curriculum
materials and reward programs.
One of the biggest programs tied to
schools is General Mills’ Box Tops for Education, which as of March 2013 had raised
an impressive $525 million for schools
since its launch in 1996 (other companies
that participate in the Box Tops program
include Arden Hills-based Land O’ Lakes
and Horizon Organics of Longmont, CO.).
Another significant player in school
fundraising is Marshall-based Schwan’s,
the largest supplier of pizza to schools—to
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the tune of a 70 percent market share.
Its Schwan’s Cares fundraising program
offers organizations, including schools and
school-related clubs, a 5 to 20 percent commission on sales they generate of Schwan’s
frozen food products. The program has
raised a total of $8.1 million since 2013.
Critics of the food industry charge that
these fundraising programs are clever
marketing strategies designed to get into
schools and skirt policies restricting advertising. Yet given the participation of schools
throughout the country, most states, districts and parent-teacher groups don’t seem
to have a problem with the practice; in fact,
it appears they encourage it.
Target has long incentivized parents to
use their Target Red Card by donating 1
percent of all house-credit spending to a
school of one’s choice. And parents also
save 5 percent off the top by using the
Target Red Card. So a parent can now, a)
save money buying products his or her kids
will eat, b) earn cash for the kids’ schools,
and c) use box tops to further support
those schools.
In a study from 2007 to 2012 that
included 2,400 elementary schools, 800
middle schools and 800 high schools,
roughly 70 percent of elementary and
middle school students and 90 percent of
high school students were exposed to some
type of food commercialism in school,

with coupons the most common form.
The coupons are typically used to reward
students for activities such as reading books
or improving grades.
New nutrition standards from the U.S.
Department of Agriculture limit the kinds
of foods and beverages companies can sell
in school. And to be fair, some products being marketed are healthier than others. Box
tops, for example, are found on Horizon
Organic milk and General Mills’ Cascadian
Farm-branded organic products and Green
Giant fresh and frozen produce.
But this doesn’t address fundraising
marketing, and it’s the opening through
which corporations are driving the marketing bus. Is making a contribution to schools
based on sales of your product truly an
act of charitable giving when it’s tied to
purchasing? Regardless of your stance,
it’s become an almost obligatory practice
for companies, and food and beverage
companies aren’t the only ones seeking
to penetrate schools—just try to avoid
products or initiatives connected in some
way to the Susan G. Komen breast cancer
foundation.
So, where to draw the line? While practices like selling frozen pizza or candy bars
as fundraisers for youth soccer, baseball,
school bands, etc., have been going on for
decades, those have typically been tied to
one specific product at one specific time.

The genius of General Mills’ Box Tops for
Education is that it operates year-round.
While every school gets to determine
how aggressively it wants to market the
box tops program, some critics have cited
examples of teachers spending classroom
time imploring students to get out and
collect them.
Of course, what kids ultimately do
is up to their parents. The question of
marketing to children can be debated
from now to eternity, and everything
from cereal to Barbie dolls is fodder for
criticism or praise.
But the question of what an attorney
friend of mine called “shared responsibility” hasn’t been a major factor in the
discussion. Shared responsibility as in, if
you’re a parent who objects to the various
marketing practices of business, then don’t
let your child participate. If you easily cave
in to the argument that “all the other kids
are doing it,” then you really have to examine just how committed you are to your
stance. As the famous Pogo quote says, “We
have met the enemy and he is us.” TCB
Glenn Karwoski (g.karwoski@creativepr.com)
is founder and managing director of Karwoski
& Courage, a marketing communications
agency. He also teaches in the graduate
school at the Opus College of Business at the
University of St. Thomas.

corner office
BY Mark W. Sheffert

Insights on corporate leadership, governance, and ethics

Irreconcilable Differences
Why do the poorest Americans give more of their income to charity than the rich do?

W

hen I read an article recently about the Twin
Cities’ highest-paid
executives, including
new Target CEO Brian Cornell, whose
compensation package is worth almost
$37 million, I reached for my calculator.
That’s $711,538 per week; at 2,080 hours
per year, that’s $17,788 per hour. Compare
that to the new minimum wage for Minnesota that went into effect Aug. 1, where
large employers such as Target now pay
$8 per hour, which rises to $9.50 by 2016.
Another way to view it is that, based on the
most recent census data, Mr. Cornell will
make more in three hours than the average
household in Minnesota makes in a year.
Now, I would be less than truthful if
I didn’t say that some of my motivation
for becoming an executive was money,
status and power. I don’t begrudge highly
compensated executives for achieving
wealth, as they also take on huge amounts
of responsibility and risk, have a job span of
less than four to five years on average, and
deserve high compensation if they create
significant shareholder value.
But I also am aware that the superwealthy become more disconnected and
insulated from those less fortunate as they
climb the corporate ladder. In my case, I
grew up poor in Lincoln, Nebraska, and
know what it’s like to wear clothes from
Goodwill and get a paper route at age 12 to
help put food on the table. These memories
have served to remind me that there are
others who need a helping hand, and
that those with wealth have the ability to
provide that help.

world’s greatest philanthropist. He spent
to The Chronicle of Philanthropy, eight of
the next 10 years founding the Carnegie
the top 15 largest charitable donations in
Institution for scientific research, establish2013 were given to institutions of higher
ing a pension fund for teachers, building
education.
1,700 libraries across America, creating
On the other hand, Americans in the
foundations for higher education, and
lower fifth of income levels tend to direct
initiating an endowment to support world
charity to human services organizations
peace. By 1911, he had given away 90
focused on serving the poor. People give to
percent of his fortune.
organizations they believe will have a direct
I wonder what Carnegie would say
impact on the issues and programs imporabout the charitable giving habits of today’s
tant to them. As they become wealthier and
wealthy. I don’t think he’d be impressed.
their lifestyle changes, they lose awareness
According to research by Ken Stern, author
of the needs of the poor.
of the book With Charity for All:
Why Charities Are Failing and a
Better Way to Give, in 2011 Americans with earnings in the top 20
“Is the rich
percent contributed on average 1.3
world aware
percent of their income to charity.
of how 4 billion
In contrast, those in the bottom
of the 6 billion live?
20 percent donated 3.2 percent,
more than double the rate of the
If we were aware, we
wealthiest.
would want to help out;
I wanted to find out why the
we’d want to get involved.”
wealthy are so stingy compared
Bill Gates (1955 -)
with those with fewer resources to
give. (And remember, those at the
bottom income levels usually don’t
take advantage of charitable tax deductions;
Apparently where you live and what
they just give for the sake of giving.)
your religious beliefs are also influence
your charitable giving, according to a 2012
article in The Chronicle of Philanthropy. For
example, in Utah and Mississippi, people
give the greatest average income share (7
“I would rather
percent) to charity, while New England
have it said
gives the least (3 percent). (Minnesota
residents on average give 4.1 percent of
‘He lived usefully’
income.)

than ‘He died rich.’ ”
Benjamin Franklin,
in a letter to his mother, 1750

“Wealth is
not to feed
our egos, but to feed the
hungry and to help people
help themselves.”
Andrew Carnegie (1835-1919)
Andrew Carnegie serves as an outstanding example. In 1901, when Carnegie
retired at age 66, he was the world’s richest
man. His second career was to become the

Stern’s research revealed that people’s
wealth not only affects how much they
give to charity, but to whom it is given.
The wealthy tend to support colleges and
universities, health care organizations, arts
organizations, museums and foundations
to which they have a connection. The largest charitable donation in 2013 was from
Facebook founder Mark Zuckerberg, who
donated 18 million shares of Facebook
stock (valued at $990 million) to the Silicon
Valley Community Foundation. According

“The highest
use of capital
is not to make more
money, but to make money
do more for the betterment
of life.”
Henry Ford (1863-1947)
Living among the affluent seems to
depress giving as well. When those earning
more than $200,000 per year account for

more than 40 percent of households in a
zip code, they give an average of 2.8 percent
to charity, whereas the national average for
those earning $200,000 is 4.2 percent.
Individual philanthropy is one of our
country’s foundational freedoms, but my
fear is that if philanthropy favors the elite
instead of the less fortunate, it will become
an endangered freedom. Other developed
countries tax at significantly higher rates to
provide social services to the poor, and as
a result have significantly lower charitable
giving levels. Their belief system is that the
government, not individuals, should make
these decisions. The American tax code
that rewards charitable giving is built on
the idea that we should have the freedom to
direct our donations where we want.
To be clear, I am not picking on the
wealthy. Indeed, without their charitable
contributions, many of the needs in our
country would not be met. However, my
greatest hope is that wealthy individuals
recognize the irreconcilable difference between their giving and that of lower-income
Americans, and then increase their giving.
Wouldn’t it be great if CEOs were
incentivized to donate 50 percent or more
of their bonus to charity? I do not recall
ever hearing of such an arrangement, but
I think it’s an interesting idea that boards
of directors may want to consider. If not,
maybe JFK’s statement in his inaugural address will be a foreshadowing of the future:

“If a free
society cannot
help the many who are
poor, it cannot save the
few who are rich.”
John F. Kennedy,
Inaugural Address, Jan. 20, 1961

Mark W. Sheffert (mark@
manchestercompanies.com) is founder,
chairman and CEO of Manchester
Companies, Inc., a Minneapolis-based
performance improvement, board
governance, and litigation advisory firm.
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open letter
BY Vance

K. Opperman

Voting for United States Senator
To: Minnesota Voters
State of Minnesota

Dear Fellow Citizens:

T

his is the time of year when
we have the opportunity to
discuss issues with those who
are running to represent us in
the United States Senate. With the possible
exception of Sen. Amy Klobuchar (no flag
can be unfurled without her presence),
senators tend to disappear for five years,
only to reappear in full blossom in the year
of their election/reelection.
This is somewhat like those famous cacti
that bloom after many years in the desert.
And we, as voters, have often acted like
blooming idiots ourselves in failing to hold
senate candidates to account for this country’s foreign policy adventures. There is a
bipartisan tinge to this sarcasm–the two biggest mistakes our country has made occurred
in Vietnam (mostly Democratic) and Iraq
(mostly Republican). As an electorate, we abdicated in both of those tragic misadventures.
Vietnam took place in a somewhat different time, when most of us were willing
to suspend disbelief in our elected leaders’
policies—especially when they involved
armed troops on foreign soil. Much has
been written about that tragic mistake, but
suffice it to say that no dominoes fell. In fact,
Carlson Wagonlit now runs pleasure cruises
up the Mekong Delta. Former Secretary of
Defense Robert McNamara wrote a book,
and later was the subject of a documentary
film (The Fog of War), in which he basically
apologized for the entire war.
Where was the electorate? Gene McCarthy’s successful primary challenge of
President Lyndon Johnson (who then
decided not to run for reelection) ultimately
led to the election of “I am not a crook”
Richard Nixon. But the sad fact is that most
mainstream political candidates were not
pushed until McCarthy started his challenge
on the question of the Vietnam War.
The lessons learned in Vietnam were not
long-term enough, because once again this
country blundered into a disaster in Iraq.
In the 2002 senatorial election, we as Minnesotans might have had the opportunity to
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press the candidates on our foreign policy in
the Middle East because Sen. Paul Wellstone
opposed a military invasion of Iraq, while
his challenger, Norm Coleman, supported
it. The tragedy of Sen. Wellstone’s fatal
airplane crash essentially ended this debate.
The usual political calculus of military
intervention prevented meaningful debate
in subsequent elections. And thus a war that
should never have begun has dragged on
until we face redeployment and involvement today.
It is time to take our senate candidates,
Democratic incumbent Al Franken, Republican Mike McFadden and Independence
Party candidate Steve Carlson, and press
them hard on what this country should
be doing in the Middle East. Because these
misadventures cost trillions of dollars and
result in tens of thousands of casualties, we
should pay close attention. And we should
demand close attention from those who seek
to represent us in the United States Senate.
On the Democratic side, pressures are
building to send additional troops back into
Iraq. We are told that additional actions are
needed to protect a minority group that no
one in this country has ever heard of—the
Yazidis. This group and certain parts of
Iraq are now under attack by a group (itself

under attack by al Qaida) variously called
the Islamic State, ISIS and ISIL. Former Secretary of State Hillary Clinton has started
publicly criticizing this administration’s
Middle East policy, at least for not doing
more to aid one faction or another in Syria.
Where does our U.S. senator, Democrat Al
Franken, stand on these issues?
Republican Mike McFadden has been
virtually silent on any policy specifics in the
Middle East. Silence on important foreign
policy issues is the way politicians who
lead us to disastrous wars often get elected.
Another outspoken Republican, Sen. Rand
Paul, has been very clear that he regards
the Iraq war as a mistake and opposes
most involvement in these kinds of foreign
adventures. On the other hand, another
Republican standard-bearer, Sen. John
McCain, has generally supported military
involvement and troops in just about every
conflict that has been on the front page of
just about any newspaper in the last eight
years. Any day now, he may proclaim “We
are all Yazidis now.” What is the challenger’s
position, if elected, on sending troops,
money and allied support to the Middle
East?
Here’s a hint for McFadden, whose recent
speeches and website emphasize his support

for the Keystone pipeline project. Most of
our involvement in the Middle East has
been driven by our need for hydrocarbons.
We now have North Dakota. Could the Keystone pipeline be an alternative to Middle
East invasion?
What is important is that we bring
the hammer down on those who would
represent us and not tell us what they
would do, given the situation in the Middle
East. Do we attack? Do we send troops? Do
we use economic sanctions? Is alternative
energy a peaceful solution? Not a citizens’
forum, debate or TV interview should go
by in this election without those questions
being asked—and answered by those who
are planning to disappear for the next five
years into the Washington maw that is the
U.S. Senate. TCB

Sincerely yours,
Vance K. Opperman
For Sensible Foreign Policy
Vance K. Opperman (vopperman@
keyinvestment.com) is owner and CEO
of MSP Communications, which publishes
Twin Cities Business.
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