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Yves and Mitch’s Excellent Venture
Mitch Pergola, Fuseproject’s
business strategist, talks about the

design of the deal.

INTERVIEW BY GEORGIA BIONDO FLIGHT / PORTRAIT BY ALEX FRADKIN

esign-scene followers

have no trouble put-

ting a face to the San

Francisco-based indus-
trial design studio Fuseproject.
Fair-haired founder Yves Béhar has
appeared on conference stages, mag-
azine covers, and national-TV ad
campaigns. Less visible is Mitch
Pergola, 41, the firm’s managing part-
ner since 2004. Yet Pergola exemplifies
the way in which more and more
design studios are doing business. By
taking a page out of the venture cap-
italist’s playbook, he’s helped turn an
award-winning creative shop into a
“machine for investment.”

What's your precise role at
Fuseproject?

As managing partner, I'm responsi-
ble for everything that happens at
the company that isn’t creative con-
tent: client relations, new business
development, finance...

You've done everything from run a

restaurant to supervise West Coast

operations for Frog Design. What

prior experience would you say best

prepared you for this job?

For almost my entire career—15
years—I've been the business guy in
the creative shop. I was an anima-
tor at a video-game business right
out of college. My friend was the art
director. Pretty soon we both real-
ized we were terrible at our jobs.

Our boss was some 19-year-old guy

who said, “Go ahead and switch
roles, I don’t care.” So I became the
art director, then the executive pro-
ducer, and finally general manager.
WhatI proved to be good at was
finding ways to bring business rigor
to creative environments. I realized
you have to do two things: make
money and build an environment
where creative folks can excel. Both
are difficult.

What do you consider your most

import

uLions to.
Fuseproject so far?

The biggest is building our some-
what unique business model. The
main focus of Fuseproject is to do
important game-changing design
work, and everything else is there to
support that effort. We like to rein-
vent things, including the way we
do business. We wanted to escape
the head-count agency model.

Head-count model?

The notion that the only way to
make more money is to add more
heads. We’re 30 people, and we've
got a desire to stay small and

close to our clients because that’s
where we add value. So Yves and

I have built a machine for invest-
ment that allows us to diversify
revenue. We've developed a three-
pillared approach: One is what I'd
call strategic engagement, which is
long-term contracts with corporate
clients like Coca-Cola or Johnson

& Johnson. Another is civic proj-
ects, such as One Laptop Per Child,
which we designed and branded
because we feel the need to do good
work. The third, slightly unusual
pillar is true partnerships with the
companies we work for.

Tell me more about that.

In some cases, we partner with
earlier-stage companies that might
not be able to afford our fees but
that share our goal to disrupt the
marketplace. We're in a position

to make an investment in a com-
pany and actually build its business
rather than just getting custom-

ers to buy its product. We’ll do the
design for the product, the naming,
branding, placement, everything.

Doesn't that involve a lot of risk for

your company?

It can. The knobs we turn for each
individual partnership are fee,
royalties, and equity. There’s a lot
of due diligence required. It’s very
similar to a venture fund. Some
clients will come to us with an idea
and say there’s an opportunity now,
and so we'll load that in terms of
royalties, for short-term ROI. But
another project might require a lot
of R&D), in which case we’d focus
more on equity, for long-term ROL

That model offers more control than
a traditional designer-client relation-
ship. What does it do for the client?
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Double-digit improvement in sales.
Some clients have seen a 10, 20, or
30 percent sales increase because
of our involvement. | wouldn’t say
we're in control, but we're a unified
influencer, someone at the leader-
ship table who’s responsible. That
is very important, especially for
smaller companies.

course, sometimes there’s a dollar
or time cap on royalties, but our
deals are multiyear deals. | wouldn’t
say that our idea of chasing royal-
ties is a genius stroke. Other design
businesses do that, but not many
companies do it with the well-
developed persona of Fuseproject.

Can you give me a case study, such as
the Y Water bottle?

What'’s been the bottom-line impact of
your strategies?

Revenues have increased dramat-
ically. It’s a small, privately held
company, and that’s all I'm willing
to go on record saying.

Is there a connection between the

way you do business and the 2005
minority acquisition of Fuseproject

by the Miami ad shop Crispin Porter
Bogusky?

No, that deal is no longer in effect;
we bought the shares back. The
truth is they were interested in us
because of this model, and we're still
friends with them. Economically
we weren't a good match. I came to
Fuseproject to do the venture pillar;
that was the plan.

Daoesn’t partnering with several differ-
ent companies become overwhelming
for such a small firm?

We don'’t do that many—maybe six
a year. Really big projects, we only
do one or two. We're very selective;
we've planted 15 or 16 seeds so

far. Two or three have grown quite
nicely in 2007 and early 2008.

Such as?
Aliph Jawbone is doing great, that’s
the big one to date.

When you partner with a client, are
you committed to these companies

for life?

We look at it differently. With our
model for commercial engagement,
we're not thinking about how many
hours you can commit to a client

or when the project is going to end.
After all, if the project never ends,
why should the royalties end? Of

In that case, the entrepreneur
walked into our studio off the street
unannounced. Literally just walked
in. He wanted to develop a healthy
drink for his kids, an alternative

to soda. That was the entire brief.
We listened to him, and it turned
out he’s a 15-year industry veteran
formerly with Red Bull. It’s very
organic, the way we work; it could
be the name that comes up first,
the bottle, the concept. Being the
beverage guy, the entrepreneur
came up with the stuff in the bottle.
We then came up with the name,
which stemmed from the idea that
the most important question kids
ask is “why?” We then developed
the bottle and its unique shape. We
knew we wanted to make it recycla-
ble, but why not also reusable? So
we turned it into an interlocking
toy, like Legos.

Designers often worry that too much
business sense will take the edge off

their creativity. Do you agree?

No, I don’t. I think design com-
panies should be business savvy,
because otherwise they are style
companies, which is fine if that’s

all you want to be. In a design com-
pany you have to build a stratum
of staff that is solely responsible for
creative aspects, and another that is
responsible for business prospects.
Not a giant army, but just enough
people to take budget and schedule
stuff off the table and let designers
be free to create. That’s not to say
our designers are floating around
in some creative bubble. Designers
should be knowledgeable about the
business needs of their clients but

not worried about logistics within [ NG
the company they're working for. “With our model

Yves is seen by many as the public fOI' commerc1al

face of Fuseproject. Is the behind-the- engagement, we’'re
scenes role one you prefer? . .

Ido whatI'm good at and that’s A thlnkll'lg .abO]:lt
cool with me. Our model is emerg- When the PI'OJ ect1s
ing as a big differentiator for our going to end. If the
company—we're launching a s

501(c)(3) to enable the funding of pI'OJeCt RICvaE ends,
the civic programs, for example, Why should the

and we’re building relationships royalties end?”

in the venture community. As this
happens, | wouldn’t mind going
out to promote it. But 'm comfort-
able behind the curtain. It's where
I've always been.

Do you think staying small will be

vour biggest challenge?

If we’re actually able to maximize
this model, I don’t think it'll be a
challenge. We’re not a country club
that only certain people can work
with. We do apparel, footwear,
electronics. Look at the crazy guy
who walked in with Y Water—it was
two hours before ] knew he was an
industry vet. We're the opposite of
elitist assholes; we’ll work with
anyone who has a good idea and
the ability to execute.

How do you see the evolution in the
relationship hetween business and
design?

As the value of design goes up in
the business place—and in the last
five years it’s gone up astronom-
ically—the model we're pushing
could or should change the way
people view it. The notion of
focusing from day one on when the
project will end in order to make
money is arcane, and people will
see it’s arcane. The advertising
model is a deep, entrenched rela-
tionship with a client, and I think
design clients going forward will
demand it and people on our side
of the table should find a way. #-

Georgia Biondo Flight is a freelance
writer based in San Francisco.
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