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ere are many who might well feel

that to have set up, and subsequently

sold off, two successful semiconduc-

tor businesses in California’s Silicon Valley

would be reason enough to sit back and

enjoy one's retirement in America's Golden
State.

But if vou happen o be called Dan Floyd, amd
one of the companies you set up was VILSI Technol-
opy - sold off to Honeywell in 1978 - then the last
thing you are likely to be ready for is living the pas-
sive life.

Although he officially retired in 1983, Dan has
devoted his time since then 1o being a successful
venture capitalist, putting his money o a2 number
of companies ranging from educational video, to set-
ting up a specialist insurance company dealing with
long-term disability for police and fire-fighters, But
the business he is most likely 10 be associned with is
California’s growing range of luxury Country Inns.
The person he is most likely o be associated with in
this venture is Suzie Lankes

California has over 300 ‘Bed and Breakfasts' - a
misnomer in British terms - which cater at the top
end of the luxury hotel market; and Dun and Suzie
have based their niche markel around the pic-
turesque coasthne which: stretches from Monterey
up to Half Moon Bay, just 45 minutes drive from
San Franciseo,

‘I was looking for a retail site for one of my busi-
nesses,” Dan recalls, “and came across o mun down
old mailroad depot at the coastal reson of Capitola-
by-the-Sea. 1 knew it wouldn't make a very good
retail site, but Suzie was looking for somewhere to
stort off o B&B. It was exactly the right type of
property for what we wanted, and so we bought it
She runs it and 'm more o the financial end of
things,” he adds in something of an understatement

Worked

Suzie, 0 onc-time insurance adjuster, hod neves
worked in the hotel industry before, but knew that,
not only was she “good with people’, but that she
hael an aptitede for understanding what customer
service was all about, They went in to the venture
5v50 and spent 10 months and some two million
dollars smanening up the former Southem Pacific
depot into o Country Inn where absolutely nothing
was left wanting.

‘Although we spent only 10 months on the con-
struction, it ook another 14 months o get a permit
from the Cily authonties © run o botel,' she
explains. ‘It appears thot they would rather have
seen the binlding converted into yet another restiau-
rant - although there were 22 in Capitola already -
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or even o dress shop,” she chuckles in exasperntion,

Dan normally looks for anything from between
15% and 30% retumns on his investments, depending
on what type of business he 15 getling into. His main
criterin about whether 10 invest in an enterprise is
whether he likes the people and if they have a rea-
sonable business plan. “Many people don't really
know what they're doing when they stant up in busi-
ness, Often they get this great idea that they want 1o
make or sell something, but they don't know whom
they wish to aim it al. We try to put together a busi-
ness plan with them and go on from there,’

Most of his investments are open-ended. But, as
he explains, the reasons he sticks with any particulr
business is not just because of the retums he gets,
but also 1o have some fun along the way, ‘With
hotels especially, if you have to borrow the finance,
you can't make a lot of money or even make a very
good living unkess you have a minimum size of 10-
12 rooms. On the other hand, if you go above 20 you
lose the ambience of a small luxury establishment.
The best way to make money in this business is (o
buy and renovate, Basically, if you finance it proper-
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Iv, vou can make around 15% in the hotel busines:
If you spend some time doing up the property vo
can increase the rates and can make a lot more.”

‘But,” Surie chimes in, ‘i's very imporani (
keep close ties with other businesses in the area. W
keep one another alive. For instance, we recommen
some of the local restavrants to our chents, and the
keep tables free especially for them. That way w
both win.”

Ad first sight, Dan and Suzie might appear to ha
un unusual way of doing business in that they spect
ically aim not to fill their Inns with visitors,

“We aim instead for an 85% occupancy rate,’ sl
continues., "Certainly we would never want o §
above X% occupancy beciuse there would be i
much wear and tear on the buldings and fumishing
By setting our rates at such a kevel, we are then able
deep chean the rooms and take care of the property.”

Critical mass

They also aim for critical mass. Dan believes th
!.'I.'Il.l CIEn n'l-.iik‘.‘ CROrMoLs !-'H".'Il'lg‘i on L'fﬂ:]'JJi.‘H
mainienance, gardening, imventory and storage
:'."I:'IIJ CONCENIRE MEsOUrces on one rKil"l.i-'.lll.ILT anea.

“We're not sure vel what is the oplimum numb
of properties in an anea, but we'ne concentrating ar
20 mile radius and asiming for up o six properties
around 12 rooms cach

“We'ne negotiating for o fowrth Inn in Santa Cny
and il we get it we'll have 609% of the availak
rooms ot this price bracket in the area, so that's
pretry good critical moss, [ reckon,

He also runs o centralised reservation service |
his Inng. moving people around if one property
full. His stalf also ke reservations for other pe
ple’s properties, getting nn income stream: from 1
as well.

Although they advertise in many of the
magazines that are widely rexd across the States, {
Intermet has become an important new source
bookings. "Nuurally we have Web pages for all ¢
Inns.” Dan explains, ‘and there are ties in to sit
stch as Sabre { Amernican Airlines’ Web site), as w
a5 the local Chambers of Commerce. We're nc
gening some two dozen bookings every month o
the "Net although half of our business still cor
from referrals.”

So what if Dan and Suzie had the chance to st
again? Would they have gone imto the luxury |
mrket a8 novices, knowing what they know no
“Well," begins Suzie, a contented smile playi
across her face, I think yvou could put your mon
into stocks hind get a better return; but it's not nex
as much fun reading the Wall Street Journal eve
day as it is actually living this business.”

Her customers would undoubtedly agree.



