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D. Fenn:
Hi, This is Doug Fenn with R. Gaines Baty Associates.  I’d like to welcome you to the RGBA Executive Series.  Today we’re talking with Bob Heard, CEO & Founder of Credant Technologies.


Bob, you opened the doors to your company back in 2001.  Could you take a minute and give us the Credant Technologies elevator pitch?

B. Heard:
Doug, the short answer is, Credant provides a software tool that lets organizations control the security of all things mobile.  Seldom does a day go by that you don’t pick up a newspaper, television broadcast, etc. and read about another laptop, smart phone or some other type of computing device being lost or stolen with critical information on it---people’s names, addresses and social security numbers for example.  The reality is that the information is now outside of a company’s firewall.  Companies’ mobile employees are enhancing and increasing their productivity by using computing devices at their point of work with customers or partners, etc., and Credant gives them a tool to ensure that the data on those devices is properly protected in accordance with enterprise-wide security policies.
D. Fenn
Bob, if I remember right, the final stages of starting your company in 2001 came at a very interesting time.  Could you tell us about that?

B. Heard
Doug, we started the company and our first official day of business was September 17, 2001.  It was certainly one of the best times to start a company and it was obviously one of the worst times.  I recall the fateful events of September 11th very vividly today, and I remember a conversation that I had with my primary investor, Chris Pacetti at Austin Ventures, the afternoon of September 11th when I called him and said, “Chris, should we maybe put this on hold for 60, 90 or 120 days or so, and see what kind of world we live in at that time?”  And his immediate answer was, “Bob, there has never been a bad time to start what will become a great company.”

D. Fenn
That’s a great story.  Speaking of VC’s, in the early days of the company’s history you spent days putting together a business plan, fine tuning presentations and looking under every rock for a loophole.  Still, after all that diligent work it always amazes me how a VC can pull out a dentist’s drill and find a weak spot.  How do you approach that challenge?

B. Heard
Well, I had a wonderful experience from beginning to now in dealing with the venture capitalist organizations.  I have three VC companies invested in Credant today that are members of my Board:  Austin Ventures, Menlo Ventures and Crescendo Ventures.  Cisco Systems and Intel are strategic investors in Credant as well, and in many respects they resemble venture capitalist investors.  My experience in dealing with the venture capitalists is that they are very much realists.  They look at probably no less than 200 business plans a week, and they’re very quick to say “no”.  It takes them a long time to say “yes”.

In terms of drilling down, I found that few venture capitalists ever put much credibility into my five-year financial projections.  They knew that things would change; but, they all seemed to pay a lot of attention to the caliber of people involved in this particular business opportunity, and they looked well beyond the business plan itself.  They looked at the work experience and relevant history of the CEO and the management team.  They looked at past successes and failures and what was learned from those failures, and they evaluated whether or not they felt that, at the end of the day, the business plan would change.  They looked at people to assess their flexibility and business maturity.  I always called it, ‘Are adults in charge?’  Are those adults able to adjust the business plan in accordance with the reality of either the market, the product delivery, the competitive landscape or other things that occur?
D. Fenn
I want to explore the building of the team in a bit.  But for now, let’s talk more about the business plan.  Since you opened your doors, the technology world has whipped in every direction.  How has the game plan changed during this five-year timeframe?

B. Heard
In some respects, it hasn’t changed much at all, Doug.  What we saw back in 2001 and as you know going back to IBM days, the fundamental theory that we had for building the business was that we had always seen computing and communications coming in waves.  In the 1960’s and 70’s, everything was mainframe computing.  Circa 1980, we saw kind of a second wave with PC’s and then client server.  Circa mid-90’s, we saw the third wave of the Internet, and public networks replacing private leased line networks.  Our concept was that we were on the verge of the fourth wave of computing, and that being the whole concept of mobility and wireless, ultimately leading up to pervasive computing.  
There were some very fundamental differences between this fourth wave of mobile computing and the prior waves.  First and foremost in 2001, mobile devices were only occasionally connected to an enterprise server or enterprise domain.  Secondly, many mobile devices could be purchased and acquired by an individual.  You could go out to your favorite computer store, buy your own $300 PDA, smart phone or other mobile computing device, bring it into the organization, synchronize it, and on this $250-$300 device an employee could walk back out again with $25M-$30M worth of valuable information.  If that device becomes lost or stolen, how does an organization have control of that?  The other thing that we saw was that this mobile computing environment was very heterogeneous in nature.  You had multiple operating systems, multiple hardware devices, multiple communication standards and so on, so our concept was that organizations that had become involved in creating the ecosystem around a particular wave of computing, be it with the mainframe, client server, the Internet or now with mobility and wireless, and those that had created key components of the ecosystem relative to that specific wave ended up becoming very successful and created a lot of shareholder value as a result of becoming the market leader in that particular wave.
D. Fenn
The interest in the security software and the mobility market has exploded over the last few years.  This is great for Credant, but it also presents unbelievable challenges.

B. Heard
It certainly has, Doug.  It’s brought unbelievable challenges and it’s very easy to get lost in those challenges.  You can get focused on literally 1001 different facets of the challenges and the building of this ecosystem; but what we tried to do was to simplify all of that, and we created a model for ourselves that we call “The Three Rights”.  The Three Rights consisted of three fundamental premises of the business.


The first one was:  Get the team right.  That, I think, is the most valuable of all the three that I’ll talk about.  My communication to the team was that getting the team right represented winning about 90% of the battle; but, if we get it wrong, everything else really doesn’t matter.


The second key Right that we talked about was:  Getting our product right… getting our product such that it was commercially viable and competitively differentiated, and that an organization could, in fact, acquire the product, deploy the product, use the product, maintain and scale the product.


The third key Right that we talked about was our whole customer model, beginning with the customer lifecycle.  How do you acquire, deploy, support, upgrade and scale a customer and continue to deliver value to your customer business?  We looked at the 1001 details that an entrepreneur in a start-up environment has to be concerned about, narrowed it down to those three key “Get Rights” and communicated that to the organization.  Then, at the end of the process when we felt that we had those three things right, it enabled us to achieve a goal that we call “Go Fast”.  Now, today, we’re growing at something north of 200% compounded annually.
D. Fenn
Let’s expand upon teambuilding.  Level-set us:  How many people did you start with, how many do you have now, and how many do you project having a year from now?  And take us through your strategy going forward.

B. Heard
We started with myself and four co-founders.  We currently have 85 people in the company today.  The strategy for the initial team development was to identify people that had experience and core competencies in at least one of three of the following areas:

· First -- people who had significant experience in security software itself.

· Secondly -- people who had experience in enterprise-scale software that was fairly complex and intangible, as well as fairly high ticket items.

· Thirdly -- people with a background and experience in mobility and wireless technologies.


So when I looked at possible candidates to join the company, I looked at them in terms of their disciplined skills in those three areas---their hard skills, as I would call them, in one or all three of those areas.
In addition to that, I looked at people who had more of what I call soft skills.  What kind of people were they, ranging from their integrity, ethics and professionalism, to their ability to mold into an entrepreneurish-type environment; because, as we talked about earlier, this was not necessarily a paint-by-the-dots.  It was ‘create as you go’ and it was taking a blank sheet of paper and formulating a business from that blank sheet of paper.  Therefore, we needed to have people who were flexible in their natures and willing to try new things.  I used the analogy that, “We’re going to try ten new things this year.  Seven of them will probably fail but you get to the Hall of Fame batting 300.”
Entrepreneurs, especially those without a defined market, are creating the market as they go.  Employees of entrepreneurial companies need to have that kind of flexibility, and it takes a certain kind of person who is not so set in his/her ways.  They really need to be flexible and able to adjust on the fly; and they need to be able to look at a small component of fact sets, draw the big picture from that, and be able to take correlative actions associated with the vision or big picture.  They should also be able to work very closely as a team.  I prefer people, frankly, that have some degree of athletics or competition in their backgrounds, knowing that the world we deal in is very competitive.  We had some incumbent vendors already present in our space and we were the new kids on the block, so we had to scratch out an existence for ourselves.  Now, and over the last 4 ½ years, we have come up to par if not surpassed those initial competitives and competitors present in the market at that time.
D. Fenn
You bring up an interesting point:  Understanding a candidate’s capabilities from a soft skills perspective is more challenging than looking at a resume and seeing their bottom-line hard skills performance such as revenue attainment against quota.  With soft skills, you have to get under the skin.  How do you question candidates to understand their soft skills?

B. Heard
You can ask people what they enjoyed from the biggest success in their careers and then drill down into that.  What made that experience so successful and what did they do right?  What did they take away from that?  What I find to be more enlightening is drilling down with prospective candidates in terms of their business failures and what they took away from those failures.  I’ve always had the belief that one’s character is not built from their successes.  One’s character is built from their failures.  Throughout our business careers, all of us have had failures to one degree or another, but the smart people are the ones who learn from those failures.  They become a lot more competent and capable as a result thereof.  It’s really drilling down into what those failures might have been, why they failed, what they learned from it, what they would do differently this time, and what the take-aways were.  I found that, through the questioning and listening process, I was able to get a really good handle on a particular person’s character and whether or not (s)he was a strategic fit within the company culture that we were in the process of building.

D. Fenn
Companies change as they expand over the years.  What Credant looked like in 2001 versus 2004 and now can be very different.  Some people can adjust with the new challenges and some have to move on.  How do you work through that?  That’s a tough one.

B. Heard
That is absolutely a tough one.  I would say that of all the challenges I as a CEO have faced and of the mistakes I have made, most of the big mistakes have probably been people related; and the toughest decisions that I have had to make have been regarding people as well.  But, I think that’s just what comes with the territory in terms of being a CEO and being willing to make those decisions.  What I also observed is that the people who recognized that maybe their time had past or that their skills no longer matched were already aware of that.  In terms of drilling down and having an honest, straightforward dialog with those people, it was actually enlightening and a relief to everyone.  It was just hard to step up to, but I would highly recommend not avoiding it.  Go ahead and deal with it head-on.  The company will benefit from it, the other people who are still there will benefit from it, and the individual affected will also, medium to long-term, benefit from it.
D. Fenn
And as they go forward, they’ll know that they played a role—their contributions and name are still there.

B. Heard
That is absolutely correct and, candidly, that does not just apply to employees.  That also applies to CEOs.  CEOs need to be honest with themselves.  There are CEOs who are very, very good at the start-up phase, but they may not be as good when it comes to creating a lot of process and to building an organization structure.  It’s a different job when you’re building a business off of a blank sheet of paper than it is when you’re something north of $20M-$25M in revenues with several hundred customers, multiple product lines and so on.

D. Fenn
You said that personnel decisions were one of the toughest parts of the job as a CEO.  What came most naturally to you?

B. Heard
I think the thing that came naturally to me was building the team.  That was what I found to be the most rewarding and the most fun.  I think my skill sets probably matched the closest in building the initial team who are still here today.  It’s been quite a joy ride, not only in terms of building that team, but in terms of seeing their business maturity over the last 4 ½ years as well.  I have people here who helped start the company who, within the next five years or so will most likely become CEOs themselves.  When they joined the company I don’t think they were ready to be CEOs, but given the experience that they’ve gone through in the last five years and the experience that they’ll go through in the next two to five years, I think that several members of our team will most likely wind up, sometime in their business careers, either starting a company or taking the reins of a company at a particular time and taking it to the next level.  They are that competent and that capable.  That has, by far, been the most rewarding—the interaction with the people.
D. Fenn
In talking with people in the company and in the industry, it’s been said that you’re in the chasm.  How’s that going, and what will it look like on the other side?

B. Heard
Well, hopefully, it’ll look very, very nice on the other side.  We’re in a very hot market right now.  Like I said earlier, you can’t pick up a paper or any other media today without seeing another example of where a laptop was lost with 26 million names on it or something like that; therefore, that has created a tremendous demand for our products and services in the industry today.  But looking at getting across the chasm, I think there are three very critical components to moving ourselves the rest of the way across and still continuing to grow the business at the triple digit rates that we’re currently seeing.  Those three components are:


One -- Continue the people development side of the business.  As I said earlier, when you get the people side of the battle won, 90% of the battle is already victorious for you.


Two – Continue the innovation process.  When we founded the company, we were very, very innovative with our first set of products, and we were recognized in the marketplace as being a very innovative company.  As a matter of fact, we were recognized by a particular trade publication as one of the Top 100 Most Innovative Public and Private Companies in the U.S. in 2005, which was a nice piece of recognition.
So, it’s continuing that innovation process; keeping your products ahead of competition and market demand; and doing things in your product that your customers may not even be asking for today.  When the light bulb goes on and they see a particular new feature or capability, then all of a sudden it’s the “Oh, wow--V-8 kind of thing…That’s really neat!”  And they see how it will really either help contain operating costs, improve the usability of products with end users, increase the productivity of the organization, and give enhanced control over the security capabilities of those mobile devices.

Three -- Continue to improve the efficiencies of the distribution / go-to-market model on a worldwide basis, which is so very important.  Then, in the not too distant future, continue to expand into the Asia Pacific region and into the rest of the world as well.

D. Fenn
Let’s get a plug in for your mentor.  You started at IBM, then moved forward to build a storied career.  Who are the people that helped you, that set you on your path to being a CEO?

B. Heard
Well, certainly IBM could not have been a better launching pad for anyone’s career.  At the time I started at IBM in the mid-1970’s, the initial training, education and business acumen that I received thanks to IBM was tremendous.  But the key mentor in my life in terms of entrepreneurism was my dad.  He was an entrepreneur’s entrepreneur.  He ran a business with his father and his grandfather for 115 years in a small town with a mercantile store.  It was one where everybody knew everybody, and people came back repeatedly over decades because of the level of customer service that they got.  He taught me many valuable lessons, but the most valuable of all those was, always make sure that the other party gets more than what they give.  As long as you apply that lesson and ensure in every transaction that the net-give / net-take is to the benefit of the other party, they’ll keep coming back to you time and time again.
D. Fenn
Bob, didn’t you win an award in the last year or two?

B. Heard
The Credant team was recognized in 2005 as the Entrepreneur of the Year by Ernst & Young here in the North Texas region.  Out of approximately 250 nominated companies, the Credant team was recognized in the “Realizing Business Potential” award category, and I was able to receive that recognition on behalf of the team.
D. Fenn
Well, do you have any final thoughts as we wrap up this conversation?

B. Heard
Well, Doug, it’s been fun.  Final thoughts are:  For any business entrepreneur out there, Keep it simple.  Keep it to the level of what’s really important and what’s not important.  Those things that I talked about in terms of the three Get Rights, I would leave you with the parting thought that those are the most important.  Focus on your people and your team, on the quality of your product, and on your customers.  If you keep those things in the right focus, I think you’ll wind up building a very successful business.

D. Fenn
Bob, thank you so much for the time you spent with us here today.  I look forward to following the accomplishments of you and Credant Technologies as we go forward here in the marketplace.  Well, it’s time to wrap up.


This is Doug Fenn with R. Gaines Baty Associates, Inc., an Executive Search firm that has delivered talent for our nationwide clients since 1977.  Please take a few minutes and go to our website to review the value we might add to your company.  That’s www.rgba.com.  Or, give us a ring on the phone:  972.386.7900.


Well, until our next Executive Interview---Goodbye!

