LEADERSHIP
JOHN NELSON: FAMILY BUSINESS OR FAMILY IN Story lab

BUSINESS, THAT IS THE QUESTION.

Industry incumbents are rarely willing to take the risk of giving up their core business in pursuit
of a new model. The Nelson family demonstrated courage and strategic insight when they set a
new direction with SEED beauty.

John Nelson:

It was a high wire act. It was a high wire act because | know we would have conference calls
where she was walking into these meetings waiting for whoever she’s going to be talking to, to
essentially say, “what are you guys doing? What are you doing? You created this brand and now
you’re competing with us.”

Esther Choy:

John Nelson and his sister, Laura Nelson, have indeed performed countless high wire acts to
completely transform their family business. And in the process, John discovered what it meant
to have a family IN business, as opposed to being in a family business. And who's John?

John Nelson:
Hi my name is John Nelson. | am the co-founder and CEO of SEED Beauty.

Esther Choy:

And | am Esther Choy, the executive producer and host of Kellogg’s Center for Family
Enterprises’ own podcast series: Family IN Business. In addition to being the CEO of SEED
Beauty, John Nelson is also one of our executives-in-residence this academic year. The following
is an interview excerpt that the Center’s Executive Director and Professor Jennifer Pendergast
conducted with him back in October 2019 on our Evanston campus.

John Nelson:

Okay. So Spatz Laboratories, was founded in 1955 by a gentleman named Walter Spatz within
the cosmetics industry. And so that business was developing products for a lot of the global
brands. My father bought that business from Mr. Spatz in 1989. He came out of the aerospace
industry, so it wasn't like we had this long history within cosmetics. It was a completely different
business for him to come in as CEO and then, ultimately, purchase that business from Mr. Spatz.
| went off to undergrad in 1991, so it was really never considered a family business for me. My
sister, who's 3 % years younger, had more of a connection for the business. When | graduated in
1995, | then went into consulting. | did that for about three years, and then knowing that |
wanted to go back to business school, wanted to round out that experience with more of an
operational, entrepreneurial environment. So, | went into the business knowing that | wanted to
go to business school, but not with an intention of joining the family business, so to speak.



After spending two years in the business, | realized that there's some opportunity here to be
able to create some long-term value. | really looked at things more objectively against my other
options as | was, | guess, five or seven years into my career at that point. And then by the time |
had come to Kellogg, | said, "you know what? | do want to go back into the business." My sister
had just joined in 2001 when | was going off to Kellogg. And so, by the time | came back into the
business in 2002, we really looked to formalize that as a family business, so to speak. A lot of my
time while at Kellogg was spent, probably 40 hours in academics and then probably 40 hours
somehow connected back into the business. So, a lot of my time was spent knowing that | was
going back into it around how do | apply a lot of what | was learning? And then a lot of that time
was also spent in heated conversations, if you will, between my father and then my sister about
what is my role going to be when | go back into the business. And trying to surface a lot of those
different issues in order to set that up for me to come back into the business. And so, when |
came back in in 2002, | came in as the COO reporting to my father who was CEQ, inherited his
management team that had primarily been there since he purchased the business going back to
1989. So, there was a lot of time spent trying to figure out those different players and,
ultimately, how | could then put in the team that | needed to help take the business where |
thought it needed to go.

Jennifer Pendergast:
And John, when you came back in, did your dad have a timeline to retire? He's still not an old
guy, so he would have been relatively young then.

John Nelson:
Yeah. | imagine so. | guess he was in his early 50s at that point. Scary. Yeah. I'm not that far away
from my early 50s.

Jennifer Pendergast:
Are you talking to your kids yet about being COO? No?

John Nelson:

I'm learning from them on social media. So, no. He didn't necessarily have that time frame. But
at that point, as we have talked about, we were very, very lucky, because that's where you run
into so many challenges with that first-generation hand-off to the second generation. That first
generation wanting to maintain control. And in a lot of ways, my sister and | were so fortunate
that my father was really kind of progressive at that point. He wanted to make sure that we
demonstrated what we could in terms of delivering results for the business. But he was also at a
point too where he was not enjoying, | think, running and driving the business day-to-day, from
the human resources, the management, everything that went along with that. So, he was also
kind of at a point in his career where he wanted to transition more to being a tinkerer and an
inventor and spending more time on the bench.

Jennifer Pendergast:



Do you think it impacted-- so he didn't found the place? Did he still feel that connection to it, or
was it more-- you describe it objectively too. | saw it as a field of options. Does he see this more
as this investment he purchased, or did he have sort of his heart and soul in it.



John Nelson:

| think his thinking has evolved over the time-- certainly, when he bought it, it was strictly based
on the financial performance. When | came into the business, it was strictly about the financial
performance. It still is. It's still, for me, the primary driver. But | think for my father's perspective,
as Laura and | have come into that business, his mindset has probably changed. Laura’s and my
perspective around the business had changed as well in which | think our thinking now is
looking at this as a family in business as opposed to a "family business.” And it's subtle, but |
think it's kind of impactful. When Laura and | think about a family business, we kind of think
about how there's some obligation that we have. There's less of a choice around that. And it's
really about preserving and thinking about it more of in a defensive way as opposed to if you
kind of flip that or think about it a little bit differently. A family in business means that we're
making a conscious decision to come together. And the business that we're in today is very likely
not necessarily going to be the same business in the future, and certainly, not going to be the
same business for the next generation if we even get to that point or if they want to join that
business. And so, | think that subtle change just kind of opens up the mind about how you can
consider the business and that we're making a conscious decision to work together on whatever
that given business looks like.

So, | guess to kind of fast forward from 2002 to 2014, Laura and | were really running Spatz
Laboratories. We ultimately grew that business to be one of the largest outside partners to the
global color cosmetic brands. So, our largest customers were global corporations, and under those
corporations, they had multiple brands. They were relying on us to come up with the new products,
meaning it was our formula, our packaging. We would present those new concepts into their
product development and marketing people, and then they would launch those products, and
then we would produce all of those in our facility in Southern California.

Jennifer Pendergast:
And were you doing that alongside of them also doing internal development, or is it industry,
basically, outsourced that R&D function?

John Nelson:

It shifted during that period of time where they had huge investments in R&D. So, they had
their factories. They had their huge R&D facilities. But ultimately, why were they making the
decision to work with outside partners like Spatz? It was because of speed. We could develop
the new product so much faster than they could get through their own internal organizations.

What allowed that to happen is that we had all this vertical integration that we had developed
over 60 years, meaning that we had the formula R&D, the packaging R&D, and all that
production, so we could move so much faster in terms of the creation of those new products.
And at that point, it was taking them 18 to 24 months to launch a new product, which is
mind-boggling when you're talking about color cosmetics. It's not like pharmaceuticals or
something. It's consumer products. But that's how long that it was taking them. And so really a
big decision came forward in 2014 where we had a decision to make despite the success at the
business. At that point, really from 2002 to 2014, the business was growing, on average,



probably about 20% year-over-year growth. So, when | came into the business, it was essentially
break-even, and we were trying to figure out how to keep the lights on. But through this vertical
integration and this system of creating new products very quickly, we were able to grow over
that 12-year period.

Despite that growth, we saw concerns in 2014 from the industry side. You had these two or
three major corporations that continued to acquire any new successful brand that launched. So,
there was some diversification risk that we had with a lot of revenue only in a couple key
customers. There was a lot of price pressure that was coming down on us at that point where
part of their portfolio mix had shifted to outside, so their margins were not necessarily as good
as if they were doing that in-house. And we were starting to see the barriers to entry drop in
terms of what it took to launch a new brand at that given point in time. So, against that
backdrop, Laura and | created Seed Beauty. The whole concept around Seed Beauty is that we
would start incubating and launching our own direct-to-consumer brands. So, we launched that
in 2014. We essentially self-funded that concept and that growth by leveraging some of the cash
flow that the legacy business was throwing off at that point.

We launched ColourPop in May of 2014. It took us 12 weeks to launch that. We gave ourselves a
really short time frame, and said, "look, if it doesn't work, we're just going to chalk it up to being
a sacrificial brand, and we will have learned something in the process." Because for 15-plus
years or even going back to when the business was founded, it was all B2B. We knew nothing
about B2C, and e-commerce, and social media. Zero in terms of our baseline knowledge and
know-how around that. But we were able to get ColourPop to break even within the first nine
months. It continued to grow in 2015, and then the beginning of 2016 in partnership with Kylie
Jenner, we launched Kylie Cosmetics.

So that brings us to, call it, February, March time frame of 2016, and we had a decision to make,
which was the rate of growth of those two brands was far outstripping the rate of growth of
Spatz Laboratories, the legacy business. And in order to support that rate of growth, we needed
to take all the resources of this 60-year-old family business and re-divert them to be able to
support our own growth at that particular point. So, we had some very heated internal
conversations that said, "are we prepared to walk away from a 60-year-old family business
where we had developed these relationships within the industry for 60-plus years?” Laura, at
that particular point, was heading up sales, and marketing, and R&D, literally flying around the
world meeting with these global brands. Every six weeks, she was with them. But it really came
to a head when we had to make this decision.

Jennifer Pendergast:

And you're in the disruption story. So, she's out on the road selling to these people who are, in
essence, your competition, which maybe you can fly under the radar screen for a while, but
then the stuff starts to grow. How did she manage that?



John Nelson:

It was a high wire act. It was a high wire act because | know we would have conference calls
where she was walking into these meetings waiting for whoever she’s going to be talking to, to
essentially say, “what are you guys doing? What are you doing? You created this brand and now
you’re competing with us.”

Jennifer Pendergast:
So, you let her go have those conversations?

John Nelson:
Yes. That's why | just said, "You'll be fine. Get out there."

So, it was also a different time at that point. | think a lot of those brands, if you rewind to 2014,
2015, they didn't necessarily believe in the disruption of e-commerce. It would have been
different if we were going into, at that time, Sephora, Ulta, or wherever, and we were talking
about taking shelf space, because that's where their mindset was. So, we were able to fly
underneath that radar for, call it, 18 months, and they thought, "well, maybe that's kind of cute,
but it's not really having an impact." But really in this March time frame of 2016, we had to
make a decision. And we ultimately came together and said, "okay. Now is the time. We're
going." And essentially shut down that business in the course of three months. Took all those
resources, put it over on the Seed Beauty side, and then continued to grow the platform. And
we added KKW Beauty in 2017. Last year was Fourth Ray Beauty, then we added Sol Body, and
then we're going to be launching a third influencer brand on Friday. So now underneath the
Seed Beauty platform, you have three influencer brands. And then the three wholly-owned
brands.

Jennifer Pendergast:
So, the influencer brands, define what you mean by that. That's Kylie. Someone's driving that
brand?

John Nelson:

It's basically attached to a celebrity or an influencer who is disrupting the traditional marketing
approach, right, especially within the beauty industry. Even going back five years, was
completely top-down, right, run out of New York or Paris, and it was the high-glossy ads and,
basically, "we're going to tell you what to go buy." And so, the model has completely changed.

Jennifer Pendergast:

So, when you say that you saw opportunity, did you see this coming? | mean, were you guys
prescient enough to know that we see the industry headed this way, or were you kind of
learning along the way as this happened? When did it dawn on you that there's going to be a
different way to go to market, and we can really take advantage of this?



John Nelson:

| think 2013, 2104, prior to launching Seed Beauty, | was really questioning the long-term
viability of Spatz Laboratories at that point. | had concerns about the price pressure that we
were constantly under and how the unit economics would work as that margin continued to
erode. Don't forget we're manufacturing in California of all places. We would have the
executives from these global brands come out and seeing how we were designing and
producing our products, where they're used to, in their factories, high automation, very low
mix, high volume. And what we were doing was saying, "you know what? We're going to change
the way we manufacture. Better link that to our R&D so we can develop products faster and
have much more flexible manufacturing systems and trade off automation for more manual
labor." But we felt that that was a competitive advantage for the business.

So, against all that price pressure, their desire for us to move production off-shore when we saw
the benefits of keeping all that vertically integrated here in the US. And then also recognizing
that we did not necessarily want to hitch our wagons to these incumbent brands for the
long-term. So it was really against that backdrop that it was like, "look, we're either going to run
some of these experiments without betting the whole company on our own and try to disrupt
ourselves from the inside-out as opposed to waiting for one of our customers, quite frankly, to
disrupt us from the outside-in."

Jennifer Pendergast:

So, take us inside the room when you say we had to make this decision and pull the plug. Is that
you, your dad, and Laura? Is it the executive? Who's in the room and what's that conversation
like?

John Nelson:

Yeah. | mean, at this point, it was really my father. So, prior to this, Spatz Laboratories had been
transitioned down through estate planning to my sister and I. We launched Seed Beauty in
2014. We asked if they wanted to participate as owners in that business, and said, "you know
what? That's your future. You guys go ahead and do that on your own." So, it ended up being
50/50 equity partners on that new venture. So now all of a sudden we're sitting there in a
conference room saying, "are we going to shut down the legacy business?" And it ultimately
was a series of conference calls and internal conversations. The conference calls were with
outside legal because there was a lot at state at that point. And then, ultimately, making the
decision to move forward with that, with legal on the phone and then Joel, Laura, and my sister,
and I.

Jennifer Pendergast:
So, Joel is dad.

John Nelson:
Yeah. Joel is dad.



Jennifer Pendergast:
Yes. | was going to say, sadly, one of the lessons of the story is you would like to replicate John's
dad, which you can't necessarily.

John Nelson:
Yeah. We're very fortunate. We're very, very fortunate in that way.

Jennifer Pendergast:
And you and Laura were aligned though?

John Nelson:

It took time to get aligned, yeah, because our personalities are a little bit different. Mine, I'm
always pushing for more, | would say, and willing to take more risk, although, calculated risk,
where she tends to be more comfortable in the current state. And so that took time. It was a big
decision that was the result of a lot of conversations behind the scenes to be able to get to that
point. And it had to be, because | also, although | believed that was the right decision to make at
that time, | did not want to be the one who made the decision. All three of us had to be in
agreement at the same time.

Jennifer Pendergast:
So, you make the decision. You pulled the plug in three months. What didn't go as you might
have expected?

John Nelson:
There was definitely-- it depends. For certain customers, it went well, a very amicable

transition. Once it--

Jennifer Pendergast:
So, meaning the conversation to say, "we're no longer going to be here to service you.”

John Nelson:
Yeah. And how can we work with a smooth transition?

But once we made that decision, we had to stand behind it.

Jennifer Pendergast:
It's not like you can do that halfway.

John Nelson:
No.

Jennifer Pendergast:
And I'm guessing once someone knows in the industry, everyone knows in the industry.



John Nelson:
Yeah. Yeah. Yeah. Well, and each one was under a different contract arrangement.

Jennifer Pendergast:
So that was five years ago, four years ago?

John Nelson:
Yeah. Five years ago.

Jennifer Pendergast:
And --

John Nelson:
Well, no. That was 2016, but since the launch of Seed Beauty, was 2014.

Jennifer Pendergast:
Okay. So, did you have-- you were in business school. Did you have a clear strategic business
plan for what it was going to look like when you pulled the plug? How--?

John Nelson:

No. | think one of the things that we've learned and we have to continue to do that now is just
the need to be running these experiments all the time on the platform. And it's through those
experiments that we continue to gain learnings and then figure out, "Okay. This is working. We
now need to go resource it and put more behind that." And | think that we have found that that
is more effective than the traditional kind of bigger picture business plan, so to speak. | mean,
even when we started to launch ColourPop, like | said, that was more of just, "Let's just run an
experiment here," as opposed to putting together this whole model. | mean, if we think about
it, at that point, we had Spatz Laboratory. Because, ultimately, we weren't getting the proper
return on our R&D resources, especially when we were launching new products faster than they
could get launched into the marketplace. Because it went Spatz, it went the brand, it went the
retailer, then it went to the end consumer. So, we had like two major silos that we had to work
for.

Jennifer Pendergast:
And you saw the amount of value you were creating you weren't capturing, which was the
opportunity.

John Nelson:
Yeah.

Jennifer Pendergast:
So, if you think about -- it's striking me that there's a professor here who made a comment to
me that really struck me once about disruption, which is this whole concept of generally the



message for people to hear it has to come from a prophet from another land. So relatively
infrequently does the disruption come from the core players because they can't let go of what
they already have in place. You guys were a bit of an outsider, but you were still heavily invested
in the existing model and still willing to or able to see that to disrupt it, which is kind of
interesting, because | don't know that that's very common. Is there something that was unusual
about you guys in terms of your ability to see that? Or maybe it's this model that you created
that allowed you to take-- you didn't have to bet the farm to that, maybe.

John Nelson:

Yeah. If we had the conversation that we had in 2016 back in 2014 that says, "okay. This is what
we're going to do and here's what the impact could have been," there's no way that we would
have done that. It was just one thing led to the next, and then through that, we gained more
clarity that said, "This is clearly the path that we have to be going down." And we had
demonstrated what the results were, so it became less of a theoretical and more of it's right in
front of us. We have to go, and now we feel like it's our time to go do that.

Jennifer Pendergast:
So, are there things that you learned here that helped you think about this iterative approach,
or was that more intuitive?

John Nelson:

| think that we had learned that just through the business itself. But my time here, and
continues to be, is just different frameworks and different models that could be applied within
our business.

Jennifer Pendergast:

So if you talk about what made you successful in the earlier contract model, speed to market,
strong relationships, I'm assuming, ability to deliver effectively, have those things-- did they stay
with you, or did you have to develop a whole new set of competencies to be successful in the
new world?

John Nelson:

We had to develop a lot of new competencies in the world, especially from the marketing, the
social media, the e-commerce, how to drive traffic. A lot of that, we've had to learn, and we
continue to learn on that. But a lot of the baseline, like, "here's how we develop and here's how
we produce." It's kind of like we have this startup mentality that's built on this 60-year-old
foundation.

Jennifer Pendergast:

And what did that mean for the people you surrounded yourselves with on the team? So, you
mentioned-- going back to you said, "l have this team that kind of was with my dad." | can
imagine they were all a lot older than you when you started. They obviously would have evolved
over time. But did you have to make some fundamental changes in who was around you to be
effective in this new model?

10



John Nelson:

Well, when | came back in in 2002, | ultimately had to change some of those team members.
But especially now as well, because | think one of the things that we continue to learn is the
folks that got you to one level are not necessarily the same folks that can get you to the next
level. And having an objective view on that, | think is really, really important. And looking at it,
starting with what are the business needs, how do we design the organization, and then what
is the skill set that we need for each one of those roles? So, we're spending a lot of our time
right now just making sure that we're identifying what those roles need to be and that we're
getting the right people in the right roles. And then in some cases, having to have difficult
conversations, but in that, being able to tell the truth.

Jennifer Pendergast:
And maybe it's the secret sauce, so you can't tell us. Do you foresee another series of
disruptions that you're planning for with small bets that you're taking now?

John Nelson:

Yeah. | think it's just we have to keep doing this, and | think it becomes harder the larger that
you become. But we have to just absolutely stay committed to that, because it goes back to my
comment earlier. Whatever the business looks like today, it better look very different three to
five years from now or we haven't done our job.

Jennifer Pendergast:
So, it's remembering what got you here and not getting too wedded to that bigger company
mentality that's important?

John Nelson:

Yeah. And | think to embrace some of the things that made us successful, but not hold onto that
past as much as we need to. And it's also not necessarily the most comfortable place to live,
because you're living in this in-between state which is saying, "here's where we are. Here's
where we need to go, and we're not where we need to be." And so, it's this constant push to
evolve and not become comfortable in that.

Jennifer Pendergast:
And you'll never be where you need to be in this model, right?

John Nelson:
No. No.

Jennifer Pendergast:
So that's sort of the way it has to be.

John Nelson:
Yeah. If it is, then it's time we got to look at doing something else.
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Jennifer Pendergast:
Do you have other advisers around you, truth-tellers that keep you honest on that, either a
board, or friends, or mentors, that if you get too stuck, are watching?

John Nelson:

Yeah. | think we've had some informal relationships where we've really been able to benefit
from that outside advice. We have not set up the formal board of advisers, so that's definitely a
best practice that we're lacking in. But we're starting to take some steps, because | think that
Laura and |, especially, need some of that outside perspective.

Jennifer Pendergast:

So, let's go back a little bit, because we've got so many family businesspeople in the room. You

come in, you talk to your dad about wanting to come in and change this. You say that he's very

open to this. Was it really that easy or were there points that you and Laura had to think about,
"how are we going to convince him of this story?"

John Nelson:

Yeah. It was hard. | mean, that year that | was here, | think it was Monday night conference calls,
and it was just three hours of standing calls working through, "what is that role going to be,
what is his expectation, what is my expectation, how do we design it where | feel like | have the
impact that | feel like | need to have, but continuing to earn his trust as a result of that?" And
those were painful, painful conversations.

Jennifer Pendergast:
Because depending on what you heard from him, you may not have gone? It could have been
different?

John Nelson:

I don't know if it actually came to that, but it was just he had his perspective and | had mine,
and then my sister was in that as well. And so, we just had to work through what everybody's
expectations around that.

Jennifer Pendergast:

So, it's hard enough to gain credibility with an older team. You come in a younger a guy. "Oh,
and by the way, | went to business school, so | have all this great knowledge to impart on you
that my professors shared with me."

John Nelson:
It worked against me.

Jennifer Pendergast:

Yeah. | was going to say. No. | think looking older, coming back from elite business school
probably is one thing. But then on top of it, you're coming in and also talking about doing
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things differently. So, it's one thing to come in and say, "I'm just going to kind of go with the
flow here." How did you gain credibility with people there?

John Nelson:

I think it was around identifying what the key results needed to be at that time, and then
making sure that we were delivering on what those key results were. | think it certainly helped
having my sister and business partner involved as well, because we were aligned, so she could
see that change. A big change at that point was when | came back in, the business-- Spatz
Laboratories at that point was just starting to do formula R&D. Primarily, at that point, it was
packaging and packaging R&D. So, it was very much a male-dominated environment.

Jennifer Pendergast:
Well, it's your dad the scientist guy, right, making cool packaging.

John Nelson:

Yeah. With his team, right? And so, with my sister coming in saying, "we can't have this going in
and selling formulas into the global brands." And so that really-- it was through her leadership
that she really started to change what the culture was and what the team looked like. To now,
it's literally the inverse. It looks completely different than what it did back then. But there was a
big change, and it took time.

Jennifer Pendergast:

Did you have sort of proactive conversations with her and then execution around, "how are we
going to manage this culture and what do we want it to be like?" Was it you guys out being in
front of people? Was it messaging? How do you make that shift?

John Nelson:
| don't think we spent enough time on what did we want it to be. We just knew that it wasn't
right. So, it was more, | think, just more tactically changing it.

Jennifer Pendergast:
It's tweaking along the way.

John Nelson:
Yeah. And saying, "Okay. This role opened up. | think we need to think about this one
differently."

Jennifer Pendergast:
And then it's a critical mass as you make those little changes that pushes you forward -- it's
stuff in action. So that's what it was.

John Nelson:

Yeah. And it's still changing. | mean, we've talked with our team and said that the culture that
we have today is not the culture that we can have in the future. And so, there's been a lot of
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conversations about the need to change that starting this year. And then transitioning, we're
talking about having conversations about transitioning from more of this familial culture to
more of a results-oriented, how do we drive accountability in the organization culture. And
that's not easy for a lot of people to hear when we're saying, "this is not a family. We don't
exist as a family." We all have families at home. We're raising families at home. We're not
looking to raise a family at work.

Jennifer Pendergast:
How many employees?

John Nelson:
I'd say we're about 2,000 now.

Jennifer Pendergast:
And how many of those are production versus--?

John Nelson:
I'd say half.

Jennifer Pendergast:
Okay. And what's the non-production half? What's the average age, do you think?

John Nelson:

Oh, gosh. It's early 20, mid-20s. But that's part of where we've got to continue to make sure our
minds are open. Laura was so interesting. She was reading out to the management team
recently, and she used my daughter as the data point here. So not the perfect data point.

Jennifer Pendergast:
Who's how old?

John Nelson:

13. 13-year-old, right? So, she had recently met with my daughter, Mia, and she was going
through and looking at the app to understand how she's spending her time on social. And six
months ago, it was 3-and-a-half hours a day on Instagram. 3-and-a-half hours. And I'm not going
to get on my daughter for that because she gets good grades, she's a high self-motivator, and
she gets things done. Laura checked, and then all the sudden, that went from 3-and-a-half
hours, to last week, it was down to 15 minutes a day.

Jennifer Pendergast:
Well, what is it now?

John Nelson:
TikTok.
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Jennifer Pendergast:
Yeah. And it will be something else-- yeah.

John Nelson:
So, if you think about how we've got all these resources in this channel because we're digital.
This is how we're marketing, right? And it completely shifts.

Jennifer Pendergast:
In three months.

John Nelson:

In three months. And you don't know what’s next -- back then, she wouldn't have even been
able to tell you what TikTok was or that that was going to be important. So, then it's just how
quickly you can sit there and apply it while the incumbents are still trying to figure how to build
out their Instagram strategy.

Jennifer Pendergast:

Yeah. Yeah. | will tell you the coolest that I've ever been is when | came home to my
17-year-olds with some swag that John had left. And they were like, "We thought your job was
boring.”

John Nelson:
Well, 20 years ago, that was just packaging, so there was no formula in there, so it was even less
cool.

Jennifer Pendergast:
Yeah. Yeah. So, anything else, words of wisdom to the group before we open it up to questions?

John Nelson:

| just say, | think from my perspective, one of the things that we kind of have talked about it is-- |
know it's a big decision. Do you enter the business or you don't enter the business? And that
just comes at different times in anybody's life, in their career. But | think it is worth making sure
that you're spending that time around those expectations and clearly defining what that role is
regardless of how much time that takes. Because | think it's time well-spent to set you up for
success and make sure that there is alignment starting at the ownership all the way through the
management side.

Esther Choy:

Industry incumbents are rarely willing to take the risk of giving up their core business in pursuit

of a new model. The Nelson Family demonstrated courage and strategic insight when they set a
new direction with SEED Beauty. Their disruptive ideas are matched tightly by their execution of
these ideas.
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That wraps up our interview with John Nelson, Kellogg Class of 2003, CEO and co-founder of
SEED Beauty. It’s worth noting that after this interview with Jennifer, John stayed for another 30
minutes to answer questions from MBA students on our Evanston campus. It’s just one of
countless examples of live, valuable and timely learnings that the Center for Family Enterprises
offers.

Don’t miss out on more of these opportunities to learn from our world class faculty and leading
researchers on family owned enterprises. Check out our suite of executive education programs
at FAMILYENTERPRISES.NET.

That’s FAMILYENTERPRISES.NET.

I’'m Esther Choy, Kellogg class of 2009, and a faculty with the Center, AND now your host and
executive producer of our own podcast, Family IN Business.

Thank you for listening, see you next time!

Esther Choy is the President and Chief Story Facilitator at Leadership Story Lab, where she
teaches storytelling to institutional and individual clients who are searching for more
meaningful ways to connect with their audiences. Leaders, in turn, use their stories to
communicate authentically, inspire others and create lasting impact that they previously
considered out of reach. Since 2010, Esther has combined the science of persuasion and the art
of storytelling to help her clients gain a competitive edge.

Since launching Leadership Story Lab, Esther and her team have served clients such as Allstate,
BP, Eli Lilly, Northwestern Memorial Hospital, the Chicago Mercantile Exchange Group,
Roosevelt University, Brookfield Investment Management, US Cellular, Kraft, SC Johnson,
Roosevelt University and the Robert R. McCormick Foundation.

Esther is the author of the book Let the Story Do the Work: The Art of Storytelling for Business
Success and her work can be seen regularly on forbes.com, virgin.com, entrepreneur.com and
ama.org.

An alumna of Kellogg School of Management at Northwestern University as well as Texas A&M,
Esther holds both an MBA and an MS in Higher Education. She is a lecturer with Northwestern
Kellogg School of Management and the University of Zurich, and was recently a keynote speaker
for United Airlines. She spent nearly half of her life in Hong Kong, the other half in the US, and
has relatives on three continents. She lives in Chicago with her husband and two daughters.

Established in 1999, the John L. Ward Center for Family Enterprises (CFE) pioneered much of
what is known about the collective challenges family businesses and their leaders and owners
face, making CFE synonymous with new ways of thinking about the ownership and leadership of
family enterprises. Professor John Ward, along with founder Lloyd Shefsky and numerous
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faculty and staff aligned with CFE, developed CFE into a world-class teaching and research
center that provides cutting-edge thinking and guidance for family business purpose, vision and
strategy, governance, leadership, succession, entrepreneurship in family business, family
engagement and cohesion and family business culture.

CFE has built a collaborative family business "community" among Kellogg students, faculty,
alumni and family business scholars, and has developed a global network of successful business
families who can learn from - and connect with - each other to generate innovative solutions to
current and emerging challenges faced by family enterprises. CFE also creates unparalleled
executive programs and conferences to drive strategic conversations about innovations and best
practices in the field of family enterprise.

Renamed the John L. Ward Center for Family Enterprises in 2020, CFE today is in a unique
position to transform the decision-making and strategic thinking of future generations of family
enterprise leaders. CFE is dedicated to producing rigorous and relevant research into the unique
demands, strengths and evolutionary paths of family enterprises. Results of this research are
delivered in the classrooms to all ages of family business leaders.

In addition to our focus on the complexities of family enterprise leadership, governance and
strategy, we integrate Northwestern University's and the Kellogg School of Management's
authoritative expertise into our curriculum to create a world-class, comprehensive,
cross-discipline family enterprise resource. Our fusion of this deep academic capability with
knowledge gleaned from our global community of high-impact business-owning families helps
create CFE's unique theory-driven, evidence-based frameworks.

CFE has a three-pronged approach:

® Providing MBA curriculum and programming for students who are part of a family
business, as well as students interested in the fields of private equity and venture
capital;

e Offering executive education courses such as "Leading Family Enterprises," "Governing
Family Enterprises," and "Family Enterprise Boards: A Program for Current and
Prospective Directors";

e Conducting groundbreaking research to better understand the challenges facing
business families.

nn
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