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There’s a simple way to

give your employees full
access to UPMC as well as
other doctors and hospitals
In your community.

As an employer, you want to give your employees a health plan that allows them to get the best care possible.
Make it simple. Offer your employees UPMC Health Plan and give them the guaranteed in-network access to
the top-ranked care of UPMC that they want and deserve - now and always.

Visit our site to find an affordable plan for you and your employees.
UPMCHealthPlan.com/employer

UPMC Hearra PraN

1-888-383-UPMC
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2015 SBA award winners: From left, Jim and Colleen content/publications) is made possible through a
Small, Sidney Ja!(e Huffmyer, Dr. Jash Sharma, Dan partnership with PageSuite. For more information,
Mattson and Carina Navarro. visit www.pagesuite.com
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Taking Pride in Being Small

The ongoing transformation of
western Pennsylvania’s economy
continues to amaze me. The
reason we've been able to move
successfully beyond the dark days
of the 1980s is nothing short of a
miracle. Those of us in the small
business community are the main
reason we've become the blueprint
for other cities worldwide. We
have had to transition from heavy
manufacturing to a diversified
economic base comprised of advanced
manufacturing, technology development,
finance, healthcare, education, and business
and professional services. In fact, a recent
story in BloombergBusiness suggested that
Pittsburgh’s transformation is an example
for Handan, China, and other Chinese
manufacturing centers, to emulate as exports
decline and re-shoring occurs. (Handan is
a steel production center located 280 miles
southwest of Beijing.)

As a participant in various awards
competitions, and as an avid reader of this
publication, I have learned about many
innovative businesses that are helping the
Pittsburgh region thrive. In this issue of
Working PArts, you'll read about a number
of businesses that are contributing to the
ongoing story — one I hope will never be
finished -- that BloombergBusiness told
its readers. Those closely-held companies
include 3E Studios, Aero Tech Designs and
CIMA Technology. Each of those companies,
as well as a pair of UPS Stores in State College
and Altoona featured in the cover story,
exemplifies the vision of an entrepreneur who
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found a market need that was
going unfilled and had enough
confidence in himself or herself
to marshal the resources to fill
that need.

Translating a vision into a
thriving business is easier said
than done if you're juggling many
proverbial balls, as most small
business owners and managers
do every day, but SMC’s many
resources and services, including
HR consulting, insurance, government
relations, networking and benchmarking can
help a company succeed. I can tell you from
experience that my business has benefitted
significantly from guidance that SMC’s

outstanding team of professionals has provided.

Although our businesses may be small, it’s
important to remember that we are not alone
in trying to run profitable operations most
efficiently. In fact, this issue’s Special Report
describes many resources available through
area universities and economic development
organizations which are accessible at a
nominal cost or free of charge.

I hope this issue of Working PArts helps us
develop a better appreciation for the impact
of small business on our region, and of the
valuable help at our disposal. I also hope that
we take advantage of such assistance so our
businesses — and the region — can continue to
reach their potential.

If we do so, BloombergBusiness and
other media outlets will continue to point
to us — closely-held businesses in southwest
and central Pennsylvania — as the gold
standard in economic revitalization.
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Mark Shelleby
SMC Chairman of the Board of Directors
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Nobody knows

the 1ndustrial
marketplace
better than
Levy MG.

Industrial Strength Marketing

Levy MG's industrial marketing smarts and
your business goals give us the foundation
to develop a well-defined strategy.

We pinpoint the right marketing tools and
create engaging content with top-notch
design. And then deliver everything —

from e-blasts to lead-generating direct mail
to sales literature — to the right people with
great results.

Contact Dave Levy at davelevy@levymgi.com,
412.201.1900, ext. 16 or 412.812.2280.

“» LEVYMG

INDUSTRIAL MARKETING SPECIALISTS

www.levymgi.com
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Raise your hand if you've
expressed frustration in attracting
the talent you need to run your
business. You're not alone.

We've all seen job openings go
unfulfilled for months while we
look for great candidates to fit our
needs. As the leader of our small
business, I can tell you we've
made a few missteps on that
front.

After scratching our heads
and wondering why we had a hard time
finding the “right” people to send us their
resumes, we took a look at our processes and
realized there was room for improvement.

This final straw was the result of posting
an opening for a new position and only
receiving a total of 15-20 resumes. We
decided to take the posting down and made
the following changes:

Job Descriptions

1. Modified a “boring” job title to one that
reflects the positions responsibilities and
appealed to the imagination of
job seekers.

2. Described how the role was of key
importance to the success of the
organization instead of merely listing “job
duties” Traditionally-written job duties
were re-written in active language and tied
to outcomes.

3. Provided a correlation between required
experience/background and the work to
be done.

4. Recognized that some positions do not
require specific degrees, and that people’s
attitudes toward the positions and our
members/clients/customers was more
important.

5. Changed a dry writing style to one that

engaged the reader and accurately portrayed

the type of organization we are.

The result? We re-posted

our open job description and
received more than 100 resumes
from highly qualified applicants.

Compensation Strategy

The success of our
organization depends on
businesses recognizing the
return on investment they
receive for their membership
dollars. From insurance to
operational benefits, advocacy
to HR assistance and education to
business introductions there are so many
ways to use SMC to a member’s benefit.
Our “aha moment” was realizing that
every staff member has the opportunity to
create a relationship with our members.
In doing so, we wanted to incentivize
and reward our staff for developing those
relationships. But where could we find
information on salaries and benefits?
Fortunately, we turned to SMC’s own
Compensation Survey which summarizes
data from local employers and is the
only regional survey of its kind in
Pennsylvania.

Rewards

Based on our research, SMC launched

a recognition program that rewards
members of the SMC team who

help attract and retain businesses as
members. Whether one person or several
members of the team are involved, all
qualify. One of the best results of this
new strategy is how the SMC team works
with one another. The desire to assist our
members has led to our team developing
a deeper understanding of our programs.
One of the most exciting parts of our
journey is how our board members have
become part of the process.

= =S

President, SMCC Business Councils

ACT NOW

Become a
Statistic!

The accuracy of our
Compensation Survey
depends on your participation.

e Are Your Salaries &
Benefits Competitive?

« Is Your Pay Package an
Asset or a Liability?

« Are You Attracting
& Keeping Quality
Employees?

« Are You Considered “The
Local Training Ground”
for Your Competitors?

If you can’t answer those questions with
absolute certainty, you need to partici-
pate in the 2015 SMC Compensation
Survey.* For more than a decade, we've
been helping business executives see
how their compensation practices com-
pare to those of direct competitors for
employee talent.

Many surveys have national data, but
only one compares your pay scale ex-
clusively to those of other businesses in
western and central Pennsylvania.

To participate in the survey, contact
Rosann Linza at 412.342.1604 or
rosann@smc.org by Friday, July 31.

SVIC

INSURANCE AGENCY
——

Where PA
Businesses
Go to Grow

*Prepared in collaboration with
EH Research Data Services.

SMC.
7
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LEADING POINTS OF VIEW

Making a Difference Through

by KELLY HUNT
I
Certified The most successful en- donates large amounts of their goods
trepreneurs I have known use to numerous charitable organizations.
their leadership abilities to Moreover, Zappos leadership pays em-
influence people and structures ployees for time off when they volunteer,
Gorporation  © develop and deliver new recognizing that work performed during

— products and services. In do-

ing so, they are influencers of
positive change who derive as much satisfac-
tion from “doing good” as from “doing well”
In fact, more of today’s entrepreneurs than
ever strive to establish companies, or ven-
tures within those companies which apply
financially sustainable business models with
strategies to maximize profits and advance a
social mission. This approach to business can
have a positive influence on employees and
other stakeholders.

Zappos, the online apparel retailer,
is a prime example of a company which
combines profit, passion and purpose. The
corporate culture focuses on employees’
well-being and is on a mission to make the
world a better place. In that vein, Zappos

| "—:_‘.. hﬁw

the 9-5 workday is not the only kind of
work that matters.

Although social enterprise is not a new
idea, it is becoming increasingly popular
because of the decline in funding sources
to not-for-profit organizations. In addition
to manufacturing products or providing
services, a social enterprise goes above and
beyond a traditional business by providing
job training opportunities and other ben-
efits that help employees improve them-
selves. Such businesses also gauge their
performances based on a double or triple
bottom line that delivers financial, social
and environmental returns on investment.
Thus, a social enterprise is a hybrid of a
business and a charity or other kind of not-
for-profit organization.

= m e—————

Following the Haiti earthquake in 2010, Ian Rosenberger founded Thread, which converts used
plastic bottles into raw materials and fabric cost-effectively.

Method Products pays employees well and also
pays suppliers to reduce their carbon emissions.

In Portland, OR, The Oregon Public

© House, the nation’s first non-profit pub,

© donates profits to local charities. Customers
© can choose where the profits from their pur-
. chases will be donated. In its first 15 months
. of operation, the Public House contributed

: more than $30,000 to organizations in The

. City of Roses.

In the Nation’s Capital, DC Central

© Kitchen is reducing hunger with recycled

. food, training unemployed adults for culi-

. nary careers, serving healthy school meals,

. and rebuilding urban food systems through

. social enterprise. Some two-thirds of the or-
. ganization’s revenue are from catering opera-
. tions, and one-third comes from charitable

: donations.

Examples of for-profit social enterprises

. include Plum Organics, a California-based

. manufacturer of healthy baby foods; Dansko
: Shoes, a Chester County-based manufac-

. turer of comfort footwear; and Method

. Products, a California-based manufacturer
of green cleaning products.

Plum Organics was established in 2007,

. and by the end of 2012 the company had
: $93 million in annual sales. Plum Organics
© donates its Super Smoothies product to less
. fortunate children with nutritional needs.

Dansko Shoes, located in West Grove,

. PA, houses the township’s only recycling cen-
. ter and pays its employees for volunteering
within the community, and donates an equal
. amount to not-for-profit organizations. The

- employee-owned company generates annual
© revenues of $140 million.

Method Products was established in 2001

. and had revenues of more than $100 million
© in 2012. It operates with a “cradle to grave”
- philosophy of product stewardship. Workers
are paid more than 40 percent above living



wage and get 20 hours of paid time off for
community service. The company also pays
its suppliers to reduce their carbon emis-
sions and gives preference to fair trade
suppliers.

Businesses can also demonstrate their
commitment to being socially responsible
by partnering with organizations such
as Goodwill Industries which provides
employment, training and rehabilitation for
people of limited employability.

Sustainable Proof

In response to the growing trend of com-
panies wanting to simultaneously do well
and do good, a new kind of designation has
emerged. The Certified B Corporation (B
Corp) is to sustainable business what LEED
certification is to green building or Fair
Trade certification is to coffee. Only for-
profit businesses can get B Corp-certified
by the non-profit organization called B
Lab, which has an office in Wayne, PA, near
Philadelphia.

B Corps are certified by B Lab to meet
rigorous standards of social and environmen-
tal performance, accountability and trans-
parency. Today, more than 1,100 Certified B
Corporations from more than 35 countries
and 120 industries work together toward a
single goal: to re-define success in business.

Southwestern Pennsylvania is home to
a number of B Corporations. They include
Rorus, a manufacturer of inexpensive
point-of-use filters that purify water us-
ing silver nanoparticle technology and is
an alternative to bottled water in disaster
relief situations; Thread, which converts
used plastic bottles into raw materials and
fabric at a fraction of the cost of making
virgin materials from oil; and Idea Foundry,
an accelerator that supports socially- and
environmentally-focused startups.

Passing the Test

Becoming a socially responsible com-
pany takes as much planning, if not more,
than that which is required to become and
remain a traditional profitable business. To
make sure a business is well-suited to being
socially responsible and environmentally
sustainable, the leadership team should “do
their homework” by:

« Identifying a problem or need
associated with the company’s
mission

» Making sure other people have
the problem or need identified

o Developing an idea for product
or service that solves the
problem or need

« Researching solutions currently
available

« Making sure the product or service is
unusual or unique

» Making sure customers will pay for the
product or service being offered

o Determining how to reach potential
customers

o Determining how customers will buy
the product or service

o Testing assumptions through quantita-
tive and qualitative market research

Regardless of whether your busi-
ness manufactures a product or offers

ROTOVIADR

CHARITY

o Relies on donations
Or Sponsors

e Success measured

by social or environ-
mental impact

 Purpose:
benefit society

© aservice, there could be opportunities to

© integrate profitability with social responsibil-
© ity and sustainability. The U.S. Small Business
©Administration’s Pittsburgh District Office

© has many resources to help you determine

- how your business can do well and do good. [[{3

. ABOUT THE AUTHOR

© Kelly Hunt is District Director of the U.S.

© Small Business Administration’s Pittsburgh
. District Office. She may be reached at

© 412.395.6560, x106, and kelly.hunt@sba.gov
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TODAY’S INNOVATIVE COMPANIES

If at First You

Don't Succeed, gt
TRY, TRY AGAIN§

by TODD MILLER

During her college days at the University
of South Florida, Cathy Rogers became a
cycling enthusiast and raced in competitive
events. In the late 1970s, when her passion
was taking root, clothing for cyclists was
made exclusively for men. Besides making
her own padded shorts to prevent chafing
and pocket shirts to hold snacks, she started
making clothes for friends and hatched the
idea for a business she ran for a dozen years.
Due to some “bad decisions,” however, the
business failed. Ms. Rogers then launched a
second career by earning a master’s degree
in education and teaching business courses
at Mt. Lebanon High School. Following her
retirement from the classroom in 2005, the
entrepreneurial bug bit her again, and she
started Aero Tech Designs, a manufacturer
of cycling apparel for men and women. The
company was among the first of its kind to
market its products exclusively online, and
has built and maintained a loyal customer
base worldwide.

According to Ms. Rogers, “Our value
proposition is, and has always been, that
we can sell quality products to customers
anywhere at competitive prices because
we don't have layers of costs that competi-
tors who go through distributors or other
‘middle men’ do. As a manufacturer that
sells directly to the consumer, we can keep
our prices reasonable” Some 85 percent of
the company’s sales are within the United
States and 15 percent are international,
mostly to customers in the United Kingdom
and Australia due to the “language similar-
ity;” as Ms. Rogers puts it.

A Direct Approach

In the distant past, the company tried
selling its products to sporting goods retail-
ers, but the chains weren't interested in

SMC.
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Cathy Rogers, Founder & President, Aero Tech Designs

© Aero Tech’s products because they couldn’t
© compete on price with low-cost suppli-

. ers from overseas. That experience led Ms.

. Rogers and her team to reason that the best
: way to reach customers with quality mer-

. chandise was by selling directly to cycling

. enthusiasts who wanted the best apparel

- made exclusively for bicycling.

The global following which Aero Tech

. Designs built has enabled the company

: to grow from a one-person operation to

. abusiness that employs 40 people, 30 of

: whom produce apparel from the company’s

. Coraopolis manufacturing facility and head-
. quarters. In fact, the company makes half

. of its products locally and sources the other

© half to partners in China, Italy and Pakistan

© who are able to meet the company’s high

© standards.

To keep up with rising demand and the

© latest in apparel manufacturing technology,

© the company will move to a 63,000 square-

© foot facility on Pittsburgh’s North Side by

. this fall. Within the next year, Ms. Rogers

© expects the company’s number of employees
. to double to about 80.

Fittingly, the building that Aero Tech

© Designs will occupy is located at the corner
. of Preble and Island Avenues, next to the

. Three Rivers Heritage Trail, a multi-use trail
. system along Pittsburgh’s three rivers. The

: move was precipitated by a switch to lean

: manufacturing.

Offering More & Giving Back

Looking ahead, the company plans to
use the new production facilities to expand
its line of clothing for urban cyclists who
like (or need) to wear dress or casual clothes
instead of “cycling gear” while riding their
bicycles, and require the flexibility, sun pro-
tection, quick dry and seamless crotch fea-
tures of traditional cycling apparel.

Aero Tech Designs also plans to use its
new space to perform sublimation printing.
The technique consists of using heat and
pressure to apply art work, such as photo
images or designs, to white polyester cycling
jerseys or shirts, dyeing the light-colored
fabric to the customer’s preferences.

“With the move toward customization
in all aspects of retailing, our investment
in sublimation printing should help us
generate additional revenue streams from

established and new customers alike,” says
Ms. Rogers.

As for giving back to the community,
Ms. Rogers is a board member of Bike
Pittsburgh and is deeply involved with the
not-for-profit organization which helps to
make the City of Pittsburgh safe, accessible
and friendly to bicycle transportation.

At the national and regional levels, the
company sponsors bike races, promotes
bike tours and advocates for the construc-
tion of bike paths and the installation of
bike-share kiosks. m
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EXPERT TIPS & ADVICE

SALES & MARKETING

Getting the Best
ROI from Your
Training Dollars

by BRYAN WHITTINGTON

No matter the size of the business or
type of training, one question towers above
all others: When deciding on an employee
training program, how do we ensure a good
return on investment (ROI) of time, effort
and capital?” By following five straight-
forward steps, one can make an informed
decision based on expected ROI.

Step 1: Desired Improvement.

Common areas for improvement typi-
cally include decreased production time,
increased uptime and increased sales trans-
actions; however, use caution during this
step because the obvious fix does not always
solve the problem. Often, organizations un-
intentionally focus training on the symptom
of a problem instead on the problem’s root.
An example that we run into almost daily
happens when owners tell us, “My people
just don’t know how to prospect. If you teach
them how, we’ll see more meetings, more
closings and more revenue”. Although this
request appears to make perfect sense, pros-
pecting may not be the problem. Instead,
there may be discomfort with prospecting
to the right level of an organization (e.g., the
C-suite).

Step 2: Benchmark “As-Is” Status
Compared to “As-Desired.”

Many organizations don’t calculate ROI
from training results because they lack
knowledge of how to properly benchmark
the “as-is” state in “soft” numbers. Almost
all organizations can hit a button to de-
termine the “hard” numbers (e.g., cost
per widget), but most run into difficulties
determining how to measure the costs of
turnover, marketing leads, lifetime revenue

SMC.

per client, average sale and downtime, among :

others, because they arise from multiple
factors and may prove difficult to quan-
tify. When dealing with a “soft” number,
the answer will often be, “well, it depends”
Although challenging, quantifying “soft”
numbers is critical to realizing desired ROI
from training activities.

Step 3: Determine the Business Case.
It's impossible to find a hard-and-fast

organization should decide what consti-
tutes reasonable ROI for each type of train-
ing. When we engage with clients, we look
for ROI of at least 10X. Yet, when training
an administrator on how to better use the
Microsoft suite of products, for example, one
might not realize a 10X ROI if the admin-
istrator doesn’t have the skills to use those
programs optimally, which can result in an

lost sales or declines in repeat business -- all
soft numbers.

Step 4: Adoption & Application of Training.
This area has the potential to impact
ROI more than any other one. The key to

volvement in the training, including requiring :
use of training in the field during ride-alongs, :

and in sales call debriefing sessions. This
level of accountability in the face of expected

resistance from sales staff can help to promote

“buy-in” throughout the organization.

.

Step 5: Reinforcement.
For the best ROI, the new practices
and behaviors must be integrated with the

. organization’s culture. To illustrate that,
: no matter how good the training content

and delivery are, with no reinforcement

following a 1-, 2- or 3-day training session,

an organization will not see the lasting

change for which it was looking, and will
. consequently not realize the desired ROI.
number to determine ideal ROL Instead, each : 10 illustrate this point, we wrote a book

- titled You Can't Teach a Kid to Ride a Bike

* in a Seminar.

A person once asked me, “What hap-

. pensifI train my people and they leave?” 1
. responded by asking, “What would happen
© if you don't and they stay?” Although

© training can be expensive and takes an

© organization’s team out of the field, by fol-

© lowing the steps outlined, you can achieve
organizations experiencing a tarnished image, :

the desired ROL.

For additional information on how

to make your training dollars work for
: you, download our sales guide titled Why

Salespeople Fail by visiting www.peakper-

. formance.sandler.com/ebook m
developing buy-in comes from leadership’ in-

ABOUT THE AUTHOR

Bryan Whittington is a sales process expert
trainer and consultant. He may be reached
at bryan.whittington@sandler.com
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EXPERT TIPS & ADVICE

HUMAN RESOURCES

Growing Your
Business: The

by DAVE BAKER
Human Capital Advisors, Inc.

So you've experienced the kind of success
you had envisioned some time ago. Your
hard work, commitment to your customers,
development of new products and solu-
tions has resulted in some degree of success,
although you are cautious and know this
didn’t happen by chance.

But, you sure wish someone had been
able to tell you what to expect, and more
importantly, what to avoid. Those mistakes
hurt, both personally, professionally and to
some extent financially. And interestingly
enough, most of those issues involved one
particular resource - PEOPLE! No one told
us how difficult that aspect of running a
business was going to be.

The truth is, the single greatest challenge
to growing a business comes down to people.
A few years ago as the partner responsible
for the Human Capital practices, processes
and procedures for the largest venture
capital firm in the region and their entire
portfolio of companies (more than 35 at the
time), our team’s responsibility was to advise
and counsel our CEOs and their respective
executive teams on all things regarding this
most valuable resource. Surprisingly, our
efforts centered around selection, leadership,
compliance and competitiveness. Here is the
guidance we provided.

Selection

One bad apple .... If you've been in busi-
ness for any period of time, you've hired at
least one individual that didn’t fit with your
company, or worse, bluffed their way past
the interview process only for you to realize
that they talked a good game but their actual
performance was suspect at best.

We recommend a defined selection pro-
cess, one that includes a clearly defined job
description and both the technical responsi-

bilities and the soft skills essential to success

in that role. We also recommend that you
consider profiles or assessments relevant to

your jobs and apply them to everyone.

Challenge of People

Ever wonder why Honda and Toyota
USA both have exceptional U.S. manufac-
turing workforces? They use tough critical
selection processes and assessments on
every single hire.

Leadership

Management and supervision of em-
ployees is the next most critical element to
growth, and even more critical to success.
We've all seen or worked for people who

: wed be willing to move mountains for or
. work night and day to help. Conversely
. we've seen those knuckleheads everyone

talks about and who everyone avoids and
despises.

Directing and leading employees comes
down to a few important skills. Clear com-
munication, specific goals, simple direction,
integrity, care and leading by example. You
may not know it, but someone is watch-
ing you. If you are in a leadership position,
it's more than someone, it’s several. What

you do, how you do it and the sincerity and

honesty with which you do it is palpable.
Developing key leadership skills within your
management ranks is the second key to
success.

I hate to use a sports metaphor here

. but there’s a reason the top coaches in the

NCAA get results. They select the best, they
direct and motivate them, they inform them
of the rules (compliance) and then instill

in them the desire to win. And nothing at-
tracts great talent like success.

Compliance

We live in world governed by laws, and
ignorance of the law isn't forgivable. In fact,
it causes more trouble. Once an employer
reaches 100 employees, relatively small by
most standards, there are 46 laws that gov-
ern the employment of your people. Funny
thing is there are more than 30 that are in
effect at 50 employees! Step on one of these
land mines and watch what happens.

TREL

100 EMPLOYEES =

50 EMPLOYEES =

In this instance, it is very important that
you understand them yourself, hire some-
one internally who does or hire a firm that
can guide you. Those of you scrambling to
meet all of the Affordable Care Act (ACA)
compliance guidelines know what I mean.
The government put the ACA under the
control of the IRS for a reason!

These three focus points can turn any
company into a great one. But there is
one last critical link to success. People are
your competitive edge. Look around the
local landscape and think about companies
which have experienced tremendous suc-
cess from an idea and eventually became
extraordinary: SmartOps acquired by SAP,
FreeMarkets acquired by Ariba and FORE
Systems acquired by Marconi.

In each case, they made the selection
and leadership of their people their most
important focal point. From there, they
were able to develop not just good compa-
nies but great companies that eventually
garnered national recognition for their best
practices. (A good read for other examples
is Jim Collins’s book, Good to Great). m

. ABOUT THE AUTHOR

Dave Baker is the CEO of Human Capital
: Advisors (www.hcadvisors.net), a full

service ‘human capital’ consulting firm

located in Cranberry Township.

SMC.



HOW 2

EXPERT TIPS & ADVICE

HEALTHCARE

Self Funding vs.
Fully Insured

by JOHN MILLS

All companies -
large, small, or in-
between — must deal
with how best to handle
health insurance costs.
For many, the first basic
question that needs to
be answered is: Should
a company choose
to be fully insured, or should it opt to be
self-insured?

Choosing the right kind of health plan is
an important part of the success and growth
of a company, but there are a lot of miscon-
ceptions about which plans are right for
which kinds of companies. You need to look
at all evidence before you decide.

Historically, smaller companies are the
ones that most often choose to be fully
insured. With fully insured plans, a com-
pany pays a set premium price to the carrier
which is fixed for the year and is based on
the number of employees enrolled each
month. The insurance company assumes the
financial and legal risk of loss
if claims exceed projections.

The traditional definition of self-funding
is when a company pays for its own medi-
cal claims directly, usually while a third-party
administrator processes claims, issues ID cards,
and performs the function of a health plan.

Companies with fewer than 250 employ-
ees are often afraid that they will be exposed
to too much risk with a self-funded plan.
However, there are ways smaller companies
can still afford to be self-funded.

By purchasing stop-loss insurance,
which limits the amount of claims expenses
an employer would be liable for, per covered
employee, per year, a smaller company
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e A company pays
for its own medical
claims directly.

e A third-party admin-
istrator processes
claims, issues ID cards,
and performs the func-
tion of a health plan.

can protect itself against some
sort of catastrophic event
involving one or more of its
employees. Stop-loss insurance
reimburses an employer’s
health plan for claims above a
pre-set limit.

Advantages of Self-funding
and Fully Funded Plans

The most obvious advantage of self-
funding is that a company pays for actual
claims incurred by its employees. This
means there is no chance of being “penal-
ized” if a company’s employees in a given
year use fewer medical services than
anticipated. This also means any positive
results that come from a company institut-
ing wellness programs and smoking cessa-
tion campaigns, can have a direct result on
the bottom line.

Also, a company can easily obtain a
company-specific claims report that can re-
veal, for instance, what percentage of claims
are out-of-network, and how much is being
spent on emergency room visits. This kind
of information can provide direction when
it comes to customizing benefit changes.

Cost certainty is a major advantage
of a fully funded plan. You know at the
beginning of the year what your health
care costs will be and they remain in place
until a new deal is struck. Also, all of the
risk is assumed by the health insurer,
which means the company is spared any
exposure.

Things to Consider
Self-funded plans that

greatly exceed anticipated

costs can create problems.

Although stop-loss cover-

age can protect an employer

from paying excessive claims
ina given year, after a major incident, the
cost of the stop-loss coverage that the com-
pany purchases is likely to rise. Moreover, it
may also be more difficult to get lower rates
from other stop-loss providers.

Higher-than-expected claims in self-
funded plans can also make it more difficult
to return to a fully funded plan at a later
date. In addition, any organization that
chooses to run a self-funded plan internally,
rather than use a third-party-administrator,
can run up higher-than-expected adminis-
trative costs.

Self-funding is not a quick fix and sav-
ings are not always guaranteed or immedi-
ate, but it can make sense for companies,
even smaller ones. In order to make a good
decision, you need to study past coverage
utilization, cash flow, and the health status
of the employees being covered.

ABOUT THE AUTHOR

John Mills is Senior Director, Consumer
Products, UPMC Health Plan. To learn more
about UPMC Health Plan group plans, visit
www.upmchealthplan.com/employers/learn/
plans-and-services.
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FINANCIAL

Financing for
Business Succession

by SAM HUSTON

As merger and acquisition activity heats
up due to low interest rates, a recovering
economy, and changing consumer trends, a
wave of owners seeking retirement and other
factors, now is an attractive time to buy or
sell a business. Before you complete the
transaction, here are some things to consider
in finding the right buyer and structuring
the deal to mutual advantage.

Sizing Up Your Market

Consumer trends, such as the emergence
of interconnected and wearable technolo-
gies, and the fast-moving gluten-free and
health food movement, have led businesses
to make investments in these areas so they
can extend their signature product lines.
More often than not, it’s the larger compa-
nies with established distribution channels
and a retail presence that are best positioned
to buy in today’s market because buying
makes more financial sense than building,
regardless of business sector.

In addition to conventional industry
players, smaller businesses with cutting-edge
products should consider whether to offer
themselves for sale. Although buyers may
have the resources and knowledge needed to
execute a purchase, there’s an art to prepar-
ing a company to sell and, often, it’s the
seller’s preparation that can make a deal or,
more importantly, influence the amount

paid.

Seller motivation can run the gamut,
from those looking to simply cash out and
walk away, to others wishing to ensure em-
ployees, customers, suppliers and, perhaps
even a next generation, retain a role within
the succeeding entity. Businesses that ex-
ecute a solid succession plan and have their
financial processes in order have the highest
probability for success.

Fine-Tuning Your Deal

With so much riding on seller prepara-
tion, a once-in-20-year transaction like
the sale of your business requires a savvy
financial expert — one who is knowledge-
able about the fundamentals within your
market sector.

Look for someone who understands your
markets, changing consumer trends and the
competitive environment that affects your
business. Moreover, by choosing an expert
who is well-connected to investors, and to
recent activity within your industry, you
will be able to fine-tune the sales process.
Among other things, this expert can help
you respond quickly with a variety of financ-
ing solutions to help you capitalize on the
best opportunity.

Structuring a deal will largely depend
on your unique opportunity and the nature
of your objectives with regard to how your
ownership interests are transferred. The pur-
chase will likely involve either debt financing
on the buyer’s side, or the use of equity in
the form of stock, the issuing of bonds, or a
combination of the two.

For businesses producing a stable free
cash flow, mezzanine financing can be an
effective way to bridge the gap between a
conventional loan against assets, and the to-
tal value of the business purchase. Although
mezzanine financing carries a higher interest
rate, more businesses with strong free cash
flow are opting for it as an avenue to obtain
financing without issuing equity and dilut-
ing their ownership stake in the business.

A buyout structure could involve an
earn-out provision consisting of a stock
transfer over an agreed upon timeframe
between buyer and seller. In the event you're
an owner among partners, you'll also need
to consider the benefit of a cross-purchase
agreement or an entity-purchase agree-
ment providing key-person insurance on all
business experts. Such coverage can provide
proceeds used to buy out a share of the busi-
ness and ensure a smooth transition, should
you or a business partner pass away.

If transitioning ownership within your
family - say your daughter plans to finance
her purchase over ten years — she may wish
to use a combination of capital sources en-
abling a portion of the buyout to be funded
at closing through debt financing over the
first five years and another portion in the
form of an earn-out provision tied to the
business’s financial performance over the
remaining years.

Regardless of your motivation for selling,
preparation and the right financial expert
are key. Whether you're ready to move on,
or desire to stay involved to ensure that your
legacy is preserved, there are many ways to
make sure your sweat equity endures. The
decisions you make now can help you and
yours secure a bright future. e

ABOUT THE AUTHOR

Sam Huston is Huntington Bank’s Business
Banking Area Manager. He may be reached at
724.741.2850 or sam.huston@huntington.com
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Large Number of

SMALL BUSINESSES

According to the U.S. Small Business
Administration (SBA), manufacturers em-
ploying 500-1,500 people, services firms with
annual revenues from $2.5 million to $21.5
million and wholesalers employing 100-500
people are small businesses. Although there
has been controversy over the employment
and revenue numbers which separate small
businesses from larger enterprises, two
things are clear: Owners of independent
firms often require external assistance to
help their companies grow, and there are

many organizations with the theoretical
knowledge and practical expertise that en-
able these firms to develop new products or
services, establish new markets for products
or services they currently offer, or help their
operations run more efficiently.

The SBA's Small Business
Development Centers (SBDCs) help to
build, sustain and grow small businesses
by providing no-cost services to businesses
with 500 or fewer employees. There are
more than a half-dozen SBDCs (www.sba.
gov/sbdc) throughout western and central
Pennsylvania, and a dozen more throughout
the Commonwealth. According to national
research, SBDC clients benefitted most from
assistance with revising marketing strategy,
increasing sales, expanding product or ser-
vice lines, improving cash flow and increas-
ing profit margin.
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by TODD MILLER

One of SBA’s other resource partners is
SCORE (www.score.org), a national net-
work of entrepreneurs, business leaders
and executives who volunteer as mentors to
small businesses, sharing their “real world”
expertise through one-on-one counseling
and workshops. Those sessions focus on a
range of topics, including fundamentals of
a business plan, cash flow management and
marketing.

The SBA also makes loans from $5,000
to $5 million through lending institutions

Sam Huston
Business Banking Area Manager,
Huntington Bank

such as Huntington Bank, the country’s lead-
ing SBA lender in 2014. Huntington makes
SBA loans to a variety of businesses. In the
Pittsburgh District, for the SBAs 2014 fiscal
year, Huntington made more than 230 loans
totaling more than $35.4 million. To date, for
the SBA’s 2015 fiscal year (October 1, 2014,
through April 30, 2015), Huntington Bank
has made more than 160 loans for more than
$27.8 million, so the bank is trending to
exceed its 2014 numbers.

“We've made a science out of efficiently
guiding business owners through the
SBA lending process,” says Sam Huston,
Huntington’s business banking area manager.
“Our understanding of the process, and our
relationships with SBA representatives, have
given us some of the industry’s best loan
application-to-close turn-times.”

Mr. Huston, who is based in Cranberry
Township, also points out that the SBA has
taken great strides to increase lending op-
portunities by eliminating fees to borrowers
on loans up to $150,000, and has done like-
wise on loans to veterans up to $350,000.

Continued on page 18 >

The University of
Pittsburgh’s Institute for
Entrepreneurial Excellence
helps owners and execu-
tives of closely-held
businesses gain

insights for success

and learn to overcome
challenges through access
to exclusive resources.



Make an

on Your Business!

Trade Show in Chile, CONEXPO Latin America, Octbber 20-24, 2015
Trade Mission to Mexico & Colombia, Spring 2016
Peru Trade Mission & Show, Fall 2016

If you're looking for opportunities to grow your business, join .
the Duquesne University Small Business Development Center (SBDC) To aChIe.V‘e the growth you need to stay
Exhibit Booth at the CONEXPO Show in Santiago, Chile this Fall. competitive, contact Brent Rondon,

The International Marketing to Pacific Alliance Countries for Trade Duquesne University SBDC, at
(IMPACT) initiative gives Pennsylvania companies the opportunity to 412.396.5670 or rondon@duq.edu
develop customers or clients in Mexico, Colombia, Peru and Chile — or visit www.sbdc.duq.edu/impact
the Pacific Alliance Countries. These nations have signed a Free Trade

Agreement with the U.S., eliminating or reducing tariff barriers on at

least 80% of products, and on many services.

If your company is in one of these sectors, participating in the
upcoming trade missions could pay off:

> Construction & Infrastructure > Mining
> Engineering > Oil & Gas

> Equipment Manufacturing > Petrochemical
(Transportation & Power Generation)

DUQUESNE
UNIVERSITY
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“Small business lending is a major em-
phasis of ours because we believe the market
is underserved despite the fact that small
business has been our country’s engine of
economic growth for decades,” says
Mr. Huston.

Despite being the country’s 36th largest
bank, Huntington is the number-two SBA
lender for the first half of the 2015 SBA fiscal
year (nearly 2,200 loans) and number-five
in dollar volume ($300 million). The bank
is also first in units and dollars in western

Pennsylvania, Ohio, West Virginia, Michigan :

and Indiana.

University-Based Services

To develop strategies for improving rev-
enue or profitability, small business owners
and their management teams can also take
advantage of programs offered by univer-
sities throughout the Pittsburgh region,
including the University of Pittsburgh
Institute for Entrepreneurial Excellence
(IEE). The Institute, which was established
more than 20 years ago, works with upward
of 1,000 companies
each year, primarily in
Western Pennsylvania
with offices in
Allegheny, Washington
and Greene Counties.

“Through our edu-
cation, consulting and
networking opportuni-
ties, entrepreneurs get
ideas about how to grow
their businesses and
receive guidance from
people who know what it takes to succeed,”
says Bob Stein, the Institute’s director.

To reflect the IEE’s wide-ranging mission,
it moved from the Katz Graduate School of
Business to the newly-formed Innovation
Institute, which also includes the Offices of
Technology Management and Enterprise
Development.

The Center for Applied Research
and Intellectual Property Development
(CARIPD) at Clarion University focuses
exclusively on turning commercial and
academic research into marketable products.
The 2,500 square-foot off-campus facility in
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the Gregory Barnes Center
is well-suited to activities
related to manufacturing
design, as well as bio-
technology, nanotechnol-
ogy and pharmaceutical
technologies.

“We are not just an
incubator. We have the
necessary prototyping
and process equipment
in-house, which makes
it easy for our clients to
conduct applied research,”
says Benjamin Legum,
CARIPD’s director and an
assistant professor who

began his career as a manufacturing and pro- :

cess engineer. Such equipment and facilities
include a Class 10 clean room, CNC mill, 3D
printer, centrifuges, and environmental scan-
ning electron microscope.

Over the past five years, CARIPD has
worked with more than a dozen startups on

product and prototype development, and
multiple mid-sized companies.

Women business owners, or would-be
entrepreneurs, throughout Allegheny, Butler,
Greene and Westmoreland counties can
take advantage of training, mentoring and
networking opportunities through Chatham
University’s Center for Women's
Entrepreneurship.

“The Center helps to create economic
opportunities for women who want to start
or grow their own businesses,” says Rebecca
Harris, the Center’s director. “Our programs
can also be useful to women who work for
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Clarion University’s Center for Applied Research & Intellectual Property
Development is ideal for activities related to manufacturing design,
biotechnology, nanotechnology and pharmaceutical technologies.

companies and want to become more valu-
able to their employers.”

According to Ms. Harris, the majority
of women who participate in the Center’s
programs represent firms in consulting,
retail, food manufacturing and distribution,
biotechnology and computer technology.

Bob Stein
Director, University of Pittsburgh Institute
for Entrepreneurial Excellence

Carnegie Mellon University’s
(CMU'’s) Center for Innovation &
Entrepreneurship helps CMU alumni
launch startups with assistance from a broad
network of 100,000 alumni. Co-directed
by Lenore Blum and Dave Mawhinney, the
Center also helps CMU undergraduate and
graduate students test business ideas. Upon
graduation, students may receive startup
funding up to $50,000, which CMU helps
them match with capital from external
sources, including household names in the
corporate and venture capital worlds.

According to Mr. Mawhinney, “The
center is a bootcamp for helping students



test their ideas and make connection. Many
of those ideas become companies that need
products or services from the local area, so
established companies should pay attention
to companies that originate through the
Center”

Some of the companies that started in
the Center include 4moms, a Downtown
Pittsburgh-based manufacturer of high-tech
baby gear; RX Brewing, an Emsworth-based
brewer of gluten-free beer; and Sole Power,
a Pittsburgh manufacturer of power-gener-
ating shoe insoles that can charge portable
electronics.

Seed Funding & Accelerators

“In southwestern Pennsylvania, the
manufacturing sector is still one of the larg-
est employers,” says Bob Starzynski, director
of business development for Innovation
Works (IW), an Oakland-based provider of
seed-stage funding and business consulting
services. Besides helping small manufactur-
ers become or remain competitive through
development and implementation of process

Chatham University’s Center for Women'’s
Entrepreneurship offers training, networking
and mentoring for women who want to grow
their own businesses. This Center-sponsored
session for aspiring entrepreneurs took place
at the e2 restaurant in Pittsburgh’s Highland
Park neighborhood

improvements or new products, IW can pair
companies with strategic resources at area
universities to help with innovation of all
kinds.

Under the Innovation Works umbrella
is a pair of accelerators — Alpha Lab and
Alpha Lab Gear. Alpha Lab provides
early-stage technology companies with
an extensive mentor network, educational

Continued on next page >

APPLYING FOR A BUSINESS LOAN

According to Sam Huston, Business Banking Area Manager at Huntington Bank, at some point, almost every business is
going to need a loan, and being prepared is the key to success in the loan process. Here are some tips to help you prepare.

o

Don’t wait until the last minute to talk to
your banker. Because your banker is familiar with

the loan process, you should take advantage of his or her
expertise as you prepare to go through the process of apply-
ing for a loan.

Have a business plan, and be able to com-
municate it. A business plan explains what your
business does, how you operate it, and its accomplishments
and its goals. It should also include an overview of finances,
and how resources are managed. The business plan dem-
onstrates to your banker that you are taking a thoughtful
approach to your business.

Understand your personal credit score. Until you've built up
a credit history for your business, the bank will look at your
personal credit as a predictor of how you will handle your
business’s finances. Know your personal credit score, and be
prepared to answer questions about it.

Be prepared to explain any past financial
challenges. Like your personal credit, how you've
handled past financial challenges is an indicator of how
you'll handle them in the future.

Be able to explain why you need money,
and how it will be used. You must be able to
clearly explain what you want to accomplish with the loan.
Demonstrating that you have a specific purpose for the
money, and plan for using it, will help the bank to build
confidence in you.

Don’t wait until the last minute to talk to
your banker. Because your banker is familiar with

the loan process, you should take advantage of his or her
expertise as you prepare to go through the process of apply-
ing for a loan.

Explain how you will fund the

down payment. A down payment will almost certain-
ly be required. Your ability to produce an adequate down
payment shows the bank that your finances are sound, and
that you're willing to assume some of the risk.

N
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Bring your updated financial information
with you to the bank. Accelerate the process by
providing your most current information when you go to
the bank. If you're uncertain about what you need, contact
your banker ahead of time and ask.

Help gather additional information.
Sometimes, especially when multiple partners are involved,
the bank will require additional information. You can help
move things along by helping to coordinate the collection
of information.

Allow the banker to speak with your ac-
countant. Bankers and accountants speak the same
financial language. It may help the process go more
smoothly if your banker and accountant speak with each
other directly. They'll make you aware of any information
that passes between them.

There’s still work to be done after the loan
is approved. After the loan is approved, due diligence
begins and work continues. Due diligence may include an

appraisal, environmental work, verification of good stand-
ing with the State and gathering articles of incorporation,
and more. All of these things take time, so patience is key..

Having a strong relationship with your
banker can be a big help. During the due diligence
phase, questions or hurdles may arise. Staying in touch with
your banker, responding to questions quickly and providing
information when needed can help things go smoothly.

Understand all the terms and conditions. Loans must be
paid back. The bank will provide you with specific terms and
conditions that spell out how you should make payments.
You may also be given a commitment letter. It's your
responsibility to know and understand all terms and condi-
tions, and work to meet the expectations.

Don’t wait until the last minute to talk to
your banker. Because your banker is familiar with

the loan process, you should take advantage of his or her
expertise as you prepare to go through the process of apply-
ing for a loan.

Sam Huston, Huntington Bank, may be reached at 724.741.2850 or sam.huston@huntington.com
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Small Business Resources

Organizations in western and central
Pennsylvania dedicated to the formation
and growth of small businesses include:

Alpha Lab/Alpha Lab Gear

llana Diamond, Managing Director,
Alpha Lab Gear
idiamond@alphalabgear.org
www.alphalabgear.org

Carnegie Mellon University Center
for Innovation & Entrepreneurship
Lenore Blum, Ph.D., Co-Director
412.268.8139

Iblum@cs.cmu.edu

Dave Mawhinney, Co-Director
412.268.6356
dmawhin@andrew.cmu.edu
www.cmu.edu/cie

Center for Applied Research &
Intellectual Property Development
at Clarion University

Benjamin Legum, Assistant Professor
Center for Applied Research & Intellectual
Property Development

814.393.2184

blegum@clarion.edu
www.clarion.edu/CARIPD

Center for Women's Entrepreneurship
at Chatham University

Rebecca Harris, Director

412.365.1301

rharris@chatham.edu
www.chatham.edu/cwe

Innovation Works

Bob Starzynski, Director of Bus. Development
412.894.9506
bstarzynski@innovationworks.org
www.innovationworks.org

U.S. Small Business Administration
Small Business Development Centers
Kelly Hunt, District Director
412.395.6560. x106

kelly.hunt@sba.gov

www.sba.gov/sbdc

University of Pittsburgh Institute for
Entrepreneurial Excellence (IEE)

Bob Stein, Director

412.648.1450
rstein@innovation.pitt.edu
www.entrepreneur.pitt.edu
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Alpha Lab Gear, Innovation Works” hardware startup accelerator, offers manufacturing assistance
to computer hardware companies, including funding for a nine-month cycle. The organization
recently hosted the National Hardware Cup in which seven regional winners gathered in Pittshurgh
to pitch their startups and win a $50,000 grand prize.

sessions with industry leaders, as well as with
networking services in the framework of a
nationally ranked accelerator program. In
contrast, Alpha Lab Gear offers manufactur-
ing assistance to hardware-based companies,
including funding for a nine-month cycle.

“This approach has been validated by the
fact that we're in our second nine-month
cycle of funding, and all but one company
in our first cycle got funding,” says Ilana
Diamond, managing director of Alpha Lab
Gear, IW’s hardware start-up accelerator
which provides product startups with invest-
ment, mentorship and connections.

In early-May, Alpha Lab Gear hosted the
inaugural National Hardware Cup in which
regional winners of competitions in Austin,
Detroit, Phoenix, Pittsburgh, San Francisco,
San Jose and Washington, DC, pitched their
startups to win a $50,000 grand prize. Curb,
an Austin-based developer of a device that
connects sensors to a home’s circuit breaker
box to monitor electricity usage and reduce
energy costs, won top honors. The Pittsburgh
entry, Alpha Stroke, winner of the $1,000
regional prize, developed a device that helps
EMTs and paramedics identify a stroke pat-
ent so first responders can proceed directly to
appropriate hospital, saving valuable treat-
ment time and transportation costs.

Existing in parallel with IW is Idea
Foundry, an accelerator and investment
program that helps launch companies
developing products or processes in the
healthcare & life sciences, entertainment
& education technology, social enterprise
and water sectors. “We welcome established
manufacturers looking to develop products
in our focus areas,” says Mike Matesic, Idea
Foundry’s president and CEO.

“We’ll meet with anyone for up to two
hours to see if they fit our funding criteria.
Our doors are always open because it’s not
always clear if a company lines up with our
mission of helping companies create high-
wage jobs in Pennsylvania from State College
westward.”

Idea Foundry provides up to $10,000
over a three-month period to determine,
as Mr. Matesic puts it, “the optimum path
toward commercialization,” which includes
legal fees, intellectual property reviews and
prototyping.

By accessing the many resources avail-
able to small businesses at any stage and
in any market sector, entrepreneurs can
help themselves and their employees derive
greater financial and emotional satisfaction
from their work, as well as help to improve
the quality of life in the communities where
they live and do business. m



A Pair of Companies Used Local Resources

to Expand

pumping system for use in pest
control, landscaping, biohazard
and other commercial applications
éto save time, chemicals and labor.

- “In addition to providing
us with funding we combined
‘with our own capital to develop
EGreen Gorilla, IW and Catalyst

: EConnection did an outstanding

w J job of helping us find

)  partners to help us design,

‘manufacture and market

. the product,” says Mark

' Verosky, ForeFront’s CEO.
“With their help, our
revenue for one quarter
of 2015 exceeded our
revenue for all of 2014

By participating in the
Innovation Adoption Program
(IAP) managed by Innovation
Works (IW), a PA Department
of Community and Economic
Development initiative
and the Pittsburgh
region’s largest
investor in seed-
stage companies,
FOREFRONT
PRODUCT DESIGN,

a new product
development
company based in
Keystone Commons (the
former Westinghouse Plant

in Turtle Creek), developed an
advanced compressed air sprayer
with a rechargeable, automated

A seminar
sponsored by PNC Bank
led ALPINE PACKAGING,
a family-owned, North
Versailles-based
manufacturer of custom
labels for commercial,
industrial and retail
applications, to work with
IW in meeting a customer’s
: ¢ request for a smart label for
- use by distributors and retailers
|n the automotive parts, medical
‘products and food sectors. The new

Product Lines

technology should be operational
by mid-2016.

“IW’s planning and
implementation expertise, and
ability to match us with an expert
who knew what our largest
customer needed and how we
could provide it means we can hire
three people and realize significant

revenue growth,” says Jill Grunst,
who co-owns Alpine Packaging
with her sister, Jan Lehigh.“To
hire someone with the knowledge
needed for this project wouldn’t
have been feasible. | look forward
to our company generating
enough revenue to repay’ IW

so the organization can provide
another small manufacturer with
the means to take advantage of
market opportunities

and grow.”

SMC.
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L8, Small Business Administration

The U.S. Small Business Administration’s Pittsburgh District Office recently honored several area

entrepreneurs for their contributions to the region’s economy. Each of the winners started their

businesses following careers or academic studies in other fields, and each of them have used their

knowledge and experiences to help their businesses grow successfully.

AWARD
WINNERS

TR,
&
2, S

Western Pennsylvania Exporter of the Year Award Winner Dr. Jash Sharma,
CIMA Technology, Inc. (accompanied by Dan Mattson, Vice President, and

Carina Navarro, Business Manager)

Exporting Clear Vision

When Dan Mattson and Carina Navarro
of CIMA Technology, Inc. — vice president
and administrative manager, respectively
— first heard that their company’s founder,
Dr. Jash Sharma, had won SBA Regional
Exporter of the Year for 2015, it seemed only
natural to them that he was being honored.
“We actually were surprised that he hadn’t
already received this recognition in the past

because were an export-only company and
we've been doing this for 25 years,”
Mr. Mattson says.

Founded in 1989 with its world head-
quarters and manufacturing facility in
Pittsburgh, CIMA Technology exclusively
designs, manufactures and distributes
innovative ophthalmic products for the

international market. Its product line
includes intraocular lenses, visco-surgical
devices and ophtamalic solutions for patients
with cataracts and retinal diseases.

While all of the manufacturing is done
in Pittsburgh, the company’s mission is to
utilize their worldwide partnerships with
ophthalmologists. “We are pretty well known
in the industry but in Pittsburgh, we're still
under the radar;” Mr. Mattson comments.
CIMA’s competition is larger U.S.-based
manufacturers of similar products who are
in the export market — Alcon in Fort Worth,
Texas, for example. “International markets
are craving for US-made products because
they know the quality is there,” says Ms.
Navarro, who has been with CIMA since
the beginning.

In addition to running CIMA, Dr. Sharma
has had a long-term career as a practicing
nephrologist and is now semi-retired from
his medical practice. In the mid-1980s, prior
to starting CIMA, Dr. Sharma took expertise
gained in the US and built a factory in India,
as he saw a market niche with countries that
were seeking more affordable intraocular
lenses. “Initially, we were only a marketing
branch for that factory until we decided in
the 1990s that we needed a facility here so
we could have more control over operations,”
Ms. Navarro points out.

As Mr. Mattson explains it, the industry
can be divided into three tiers: 1) High-end,
premium quality high-cost lenses;

2) Low-end market of lesser quality,
inexpensive lenses; and 3) Middle market
lenses for consumers who can't afford to pay
top dollar but still want high quality lenses.
“Our main benefit is providing a high qual-
ity product but since our overhead is much

Continued on next page >
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Dan Mattson
Vice President, CIMA Technology

lower, we can sell the lenses more afford-
ably. We use the same raw materials and
same machines as the high-end varieties”

So, how did a kidney doctor from India
decide to start an ophthalmic products
company? Dr. Sharma’s inspiration was
close to home. “He happened to bump into
ophthalmology because of his family’s
history of glaucoma — including his father,
who was blind,” Ms. Navarro explains. To
this day, Dr. Sharma owns an eye hospital
in the rural town of Haryana, India, about
three hours outside of Delhi. “It’s the only
eye hospital within 200 miles of anything.
Many of the patients are farmers.”
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CIMA Technology now sells into
Bangladesh and other remote villages
where many people have cataracts so
severe that they have lost their vision. “It’s
not like here in the U.S. where we get regu-
lar eye exams and as soon as they detect
some change, they recommend getting
cataract surgery, Ms. Navarro explains. “In
these rural villages, they don’t have regular
eye care and they wait too long; but it’s
operable blindness, so once the cataract is
removed and in a few hours the lens is put
in, and the person has sight again. This is
life changing. We're talking about people
who were farmers and couldn’t farm any-
more and therefore couldn’t support their
families, then were able to get their sight
back?”

CIMA:s future consists of working on
the next generation of high tech materials
and meeting higher demand as the aging
population continues to increase worldwide.
“We are focusing on streamlining our busi-
ness with new machinery, new processing
techniques, and hiring more people,” Mr.
Mattson says, adding that the company cur-
rently employs 22 people.

Winning the SBA award carries with
it the gravitas that CIMA Technology has
been recognized in its own country for
the work it does. “In addition to our ISO
certification — we get audited by the FDA
because we are selling a medical device
— the SBA award is another feather in
our cap to promote us in the international
market and differentiate us from the other
players out there;”
Mr. Mattson says. “That middle tier that we
compete in is rather large and sometimes
it just comes down to one more thing that
shows that we've gone the extra mile”



After careers in the recording industry and as an
engineer, Sidney Jake Huffmyer followed in the
footsteps of his father and grandfather and started his
own business. Specifically, this Young Entrepreneur of
the Year, launched 3E Studios to do screen printing on
tee shirts for a wide range of local and national clients.
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Western Pennsylvania Young Entrepreneur of the Year Award Winner,

Sidney Jake Huffmyer, 3E Studios

Continuing a Family Tradition

Out of the sadness of losing a parent
came something wonderful for Sidney Jake
Huffmyer. At his father’s funeral, he hap-
pened to reconnect with a cousin from his
grandmother’s side, Dave Michael Burns.
Not long after, the two men joined forces to
create a company that, among other achieve-
ments, is serving to carry on the legacy of
Jake’s father and grandfather.

“Both my father and grandfather were
entrepreneurs,” he explains. “Growing
up, we owned many small businesses. My
grandfather ran the bus network for a local
school district and was a steel hauler. He also
built houses for people and by taking scraps
from these houses, hed build his own rental

: properties — 17 in total. My dad followed in
. his footsteps. That’s what my childhood was
. like, and they both encouraged me to make

: my own way.’

Mr. Huffmyer, now 30, did just that at

: quite an early age. By 16, he was signed to a

. small record label in State College and began
. performing his original heavy metal/instru-

: mental music at venues around the country.

¢ The record label routinely produced mer-

: chandise for its bands. So one day, Huffmyer
: walked into a screen printing shop to pick

: up his allotted order of tee-shirts. “I thought
. what they did there was neat because it had
both a business and creative side to it

In 2005, Mr. Huffmyer moved to Florida
to attend Full Sail University, eventually
earning an associate’s degree in audio
engineering/recording arts. “I had been in
a band for about five years at that point.

We had gotten free from the record label
and were recording our own music, but
subliminally, in the back of my mind, I was
thinking about that screen printing busi-
ness concept.”

Mr. Huffmyer made his way back to
Pittsburgh and found work at recording
studios but then decided to get a bachelor’s
degree in electrical engineering at the
University of Pittsburgh. He graduated
in 2010.

“In between Full Sail, graduating from
Pitt and working as an engineer, my father
had passed, and Dave and I met up at my
dad’s funeral. He told me that he had come
across some screen printing equipment.”
Dave had a graphic design degree from the
Art Institute in Pittsburgh.

“Coincidentally, all the stars seemed to
align. Circumstances put things into place
in a certain way and we decided to start this
company in 2007 Mr. Huffmyer simulta-
neously held down an engineering position
and ran 3E Studios until about two years
ago, when he was finally able to leave his
job and run the company full time. Dave is
still his business partner to this day.

With a total of six employees, 3E
Studios’ home is on the North Side, near
the West End Bridge. The company’s lo-
cal clients include the Pittsburgh Pirates,
Pittsburgh Penguins, Penn Brewery and the
Pittsburgh Marathon. They also handle all
tour merchandising for the popular band
Rusted Root. The owners are transitioning
the company’s portfolio in the direction of
aligning with ad agencies and other con-
tract printers. “We are also very involved in
the local community and a big part of the
chambers of commerce in the North Hills
and on the North Side,” Mr. Huffmyer says.

The name 3E Studios harkens back to
the days when Dave was a graphic design
student and had done a project in which
he created a logo for a clothing line. That

Continued on next page >

SMC.ORG “



Business Banking

No matter what your business demands,

Northwest delivers. gr—

[NINORTHWEST

29 offices to serve you in Greater Pittsburgh

Northwest Direct: 1-877-672-5678 * www.northwest.com

Member FDIC

SMC.

morphed into the name Third Eye Studios
and then 3E Studios.

In 2008, while attending the University of
Pittsburgh, Mr. Huffmyer reached out to the
Small Business Development Center (SBDC)
office there to help get his business off the
ground. “They helped us secure our first loan
and worked with us on our marketing plan”
It was Catherine Tyson at the SBDC who
approached 3E Studios about the SBA Awards
and nominated Mr. Huffmyer for Young
Entrepreneur of the Year.

“I was honestly surprised and very
humbled by it;” Mr. Huffmyer says about
learning that 3E Studios had won the SBA
award. Always thinking of how they can

Jake Huffmyer
3E Studios

help support the local business network,
the company decided to couple their recent
SBA Award ceremony with an open house
at their shop and a North Side Chamber of
Commerce event.

Looking forward, now that they finally
have their footing with the automation side of
the business, the cousins’ vision is to turn 3E
Studios into a fulfillment company that “uses
engineering technology with creative print-
ing, thereby giving people an easy solution
for screen printing”

To this day, Mr. Huffmyer says that he is
still using his engineering knowledge and is
thrilled to be in a career that also allows him
to tap his creative juices. “It’s been a parallel
path for me with engineering and entrepre-
neurship,” he concludes. “My engineering
career, which was not under my own direc-
tion, allowed me to pay for school and put
money away for the business. With the screen
printing company, which IS under my own
direction, I'm able to be creative and inspired
and do my own thing”



Jim & Colleen Small, The UPS Store (State College & Altoona)

The Total Package

Husband and wife Jim and Colleen
Small both had careers in the retail food
business — Jim for 40 years and Colleen
for 30. When they were getting ready to
retire, they decided that they had, as Mr.
Small puts it, “had enough of the food
business but were too young to retire”

“We always wanted to be in busi-
ness for ourselves, so we started looking
around at our options,” says Mr. Small.
While the couple had relocated a lot over
the decades, they preferred to move back
closer to family in Altoona, where Jim was
born and raised, and State College, where
Colleen grew up.

“We were living in Syracuse, New York
at the time and had gotten to know the
owners of the UPS Store there,” Mr. Small
recalls. “We did our research and in the
fall of 2005, we applied for a UPS Store
franchise that was available back in State
College. We liked that it was a success-
ful business model that had already been
established.”

Utilizing some investments, the Smalls
purchased the franchise with help from
an SBA loan to cover necessary fixtures
and supplies. They opened their doors in
January of 2006, offering everything from
packing and shipping valuables, creating
canvas paintings from photographs, and

even creating 3D-printed model trains for
a hobbyist turned entrepreneur.

Soon after launching the business, the
Smalls found themselves back in school at
The Pennsylvania State University Small
Business Development Center (SBDC)
taking every class they could. “It’s really a
great resource on everything from how to
run your business, sales and marketing,
growing your business via technology,
and how to offer superb customer service,”
Mr. Small says. “It’s all free and the
people there really, really do care about
your success.”

Just because the franchise offered a
solid business model didn’t mean that
making the store a success was easy. “We
almost failed about three years after we
opened,” Mr. Small comments, “but we
decided to give it another shot, put more
money in and push the brand”

The thrust of that effort was finding
and refining their customer service niche
through outreach and becoming a sought-
after community asset for other small
businesses. Ms. Small tasked herself as the
store’s main marketer, attending network-
ing events at the Chamber of Business and
Industry of Centre County. “I knew many
businesses grow through word-of-mouth
advertising, but when I went to my first
few meetings, I immediately would go
to a corner because I thought everyone
was staring at me,” she recalls. Then she
befriended the chamber staff, increased
her community involvement, honed her
skills and now serves as an ambassador to
new members — even winning a Chamber
award for her efforts.

“We have a saying: “You need to be
working on your business, not in it} Jim
says. “You can’t just open your doors and
hope people will come in. To be success-
ful, you have to constantly be out in the
community. We belong to the chambers
of commerce and SCORE, and profes-
sional groups like BNI, and Colleen served
as a solicitor for the United Way. After
we started to become successful, we got
involved with the SBDC on the campus

Continued on next page >
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of Penn State, For the last five years, we've
been going up and talking to students in
the entrepreneurship classes about the
importance of building relationships in the
community.

To be able to spend time doing this,
“you need to have people in your store
helping to run the business,” Mr. Small
says. “We realized that we needed help, so
we hired an employee or two. We trained
them well to take care of our customers the
way we would take care of them.”

The Smalls now have 12 employees
between the State College store and the
second UPS Store that they opened last
September in Altoona — the first UPS
Store ever in that market.

One of the main ingredients in their
success is not being afraid to try new
things, even if it costs money in the begin-
ning. “Everybody knows we ship pack-
ages but if we just shipped packages, we
wouldn’t survive,” Mr. Small acknowledges.
“But knowing how hard it is to be in busi-
ness, we wanted to help our counterparts.
So the next biggest thing we did was get
into printing — wide format, digital,
electronic cutters, and even 3D printing.
Small businesses may not be able to afford
a marketing firm, but they can afford us.
We are more than willing to print small
quantities of brochures and business cards,
allowing our clientele to order on an as-
need basis so they can advertise and grow
their business.”

Market demand led the Smalls to invest
both time and money into purchasing and
learning about 3D printing; their site was
selected as one of only 60 UPS Stores in
the country that produce on-demand 3D
prototypes for entrepreneurs hoping to
enter the business arena. “It’s a slow build
but Penn State is huge into adaptive manu-
facturing and kids over there can’t get onto

the 3D printers on campus, so we offer that :

and they can come here,” says Mr. Small.

The Smalls were nominated for the
SBA award when they were in the thick
of opening their store in Altoona. “We
rushed to get the nomination in and we
never thought wed win, partly because
we're located 100 miles from Pittsburgh,”

. Mr. Small comments. “When we
. found out that we had won, we

. were just ecstatic. We couldn’t

. believe it!”

The Smalls continue to make

. small businesses their main

: customers. “We love to get ahold
. of ones that are just starting out,”
: Mr. Small says. “We want to

. be the ‘small business for

2%

 small businesses’ m

Jim Small
Owner, UPS Store
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‘ ' Bill, from Ridge Insurance, not only saved me
money on my homeowners and auto policies,
but also took an extensive look into my business
insurance needs and was able to provide me with
stronger coverage, smart recommendations with

a savings of over $20,000 per year. ’ ’

Brian ]. Stein —
President of S&S Refractories
& Chairman-FElect of the SMC Board
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WHAT'S HAPPENING NOW

USING A PRIVATE EXCHANGE

Human Capital Goals

by ROB HARKINS

Companies can not sustain the increas-
ing cost of health care in the long term, much
less the administrative burden of health care
reform legislation.

According to the 2014 National Business
Group on Health Employer Survey on
Purchasing Value in Health Care, 95 percent
of employers remain committed to offering
health care programs to full-time employees in
2015 or after, and the same percentage say that
subsidized health care is an important part of
their value proposition.

A private exchange model may reduce their
health spend and administrative burdens while
ensuring they are compliant with the law. More
than half of surveyed employers agree that if
an industry peer moved to a private exchange,
they would be more likely to do the same.

In general, most employers move to a
private exchange model to accomplish the fol-
lowing goals:

» Manage Costs While Offering
Competitive Benefits

« Encourage Employee Engagement Through
Decision Support Tools and Choice

« Effectively Communicate with Employees
« Streamline Administration

« Offer Expanded Eligibility

Cost Savings
Private exchanges promote cost
stability by facilitating a shift to a
defined contribution through a fixed dol-
lar benefit. The employer defines the dol-
lar amount provided to the employee and,
therefore, has more control over how much it
spends on health care benefits.

Note that while employees may assume
more financial risk under this model, they gain
more control over how they spend their benefit
dollars.

SMC.

When individuals are given an allowance
to spend on benefits, along with a choice of
plan options and guidance on benefit selection,
they tend to become smart consumers. They
purchase the level and amount of benefits they
need and tend to buy down medical coverage
while supplementing their benefits with volun-
tary products. In our experience, these custom-
ized benefit packages have saved our clients an
average of $700 per employee per year.

Enhanced Employee Engagement and
Communications

According to Liazon’s 2014 Employer and
Employee Survey, 79 percent of employees are
satisfied with the shopping and enrollment
experience on a private exchange, while
74 percent are more aware of their employer’s
contribution to their benefits. Only two percent
of employees preferred letting their employer
choose their benefits for them.

Capabilities considered somewhat or very
important to employers include:

« Employee Communication Support
« Flexible Employee Contributions
o Health Education Tools and Information

« High performing Networks with Call Centers
or Instant Chats

« Variety of Plan Options and Designs
with Broad Network Access.

Streamlined Administration
Administrative services provided by the
private exchange are critical, as employ-
ers reduce human resources administrative
functions to invest in core business ser-

vices. According to a 2014 Private Exchange

Evaluation Collaborative (PEEC) survey,

68 percent of employees want assistance with
administration and claim advocacy, while

65 percent need help with data and reporting.

Expanded Eligibility

Private exchanges can be set up to offer
insurance coverage for all employee seg-
ments, from part-time and seasonal workers
to contractors and early retirees (through indi-

© vidual plans and navigation assistance with the

Federal marketplace). That fact may explain

: why companies in a wide range of business

sectors, including technology, manufacturing
and retail, are interested in setting up their
own exchanges.

Feedback from early adopters shows that a
private exchange can add dimension and
direction to an organization’s human capital
strategy. With so much at stake for employers
and employees alike, it’s worth investigating

your options.

ABOUT THE AUTHOR

Rob Harkins is vice president of private
exchanges of Willis Group’s Human Capital
Practice. He has more than 30 years of
experience across many health benefit
disciplines, including provider relations,
contracting and medical management.

of employees are satisfied with the
shopping and enroliment experience
on a private exchange
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|
IMPATIENTLY WAITING FOR

. have gained some insights by testifying on

SEC issues before the National Regulatory
Fair Board in June 2014, joining in small

. capitalization discussion groups at the

. Heritage Foundation, participating in the

: SEC’s public comment forum in November
- 0f 2014, and directly from my clients who
seek equity investors.

by MARILYN D. LANDIS
President/CEO and Founder of Basic
Business Concepts, Inc.

An existing company can promise to
repay a bank loan — first payment in 30
days — based on existing cash flow and
an experienced calculation predicting
when and how much the return will be on
their expansion investment. An innovative
upstart cannot. In fact, most innovators
wait months — years if FDA approval is
required — to source intellectual property
protection and regulatory approval before
they can take their products to market.
Then, they operate at a loss for additional
months or years until sales exceed ex-
penses and their cash flow turns positive.
Only patient capital will wait this long to
see a return.

Who are these patient capital provid-
ers? They are friends, family, angels, ven-
ture capitalists and equity funds - in that
order of patience. Friends and family are
the first in and provide critical early, early
stage funding. But what if your friends and
family aren’t wealthy? Social media has
redefined “friends and family” We now
share personal details via Facebook and
Instagram. We collaborate with colleagues
via LinkedIn, chat rooms and group dis-
cussions. In fact, social media dramatically
broadens our friends and family circle of
like-minded individuals. So what if your
“friends” — the ones that are geographi-
cally close enough to meet with and pitch
your innovative idea to — don’t have mon-
ey to invest? Why not post your invest-
ment opportunity online to your broader
group of like-minded contacts and solicit
their funds? Because legally you can't.

Using the internet to reach out and find :

funding is generically referred to as crowd

The need to expand options for patient

investors is well documented. By look-
. ing at these current examples, the report
. concludes that equity-based crowdfund-

: ing could create an efficient alternative

funding. Kickstarter and other successful
crowd funding sites can only offer gifts
(dinner with the founder, or one of the
first runs of the product) which works well
if you have an innovative retail product.
But truly patient investors want a piece of
your company if they are to wait, and wait,
for their return on investment.

As other forms of crowdfunding
emerge, equity-

funding source for small businesses and

: microbusinesses which are unable to attain
© their desired level of credit in an environ-

© ment where the amount of small business

© loans being made available is shrinking.

. Further, census data clearly show pockets

: of wealth are not evenly distributed - thus
© some geographic areas are investor deserts.

Continued on next page >

based crowd-
funding remains
untapped. It was
established under
Title III of the
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FINANCIAL (CONTINUED _

The opposite force is the SEC’s found-
ing mission in 1933 — protect the investor.
The November discussion at the SEC made
it clear the commissioners feel the threat
of fraudulent offers and potential loss is
greater when solicitation is made via the
internet instead of in person. The rules
the SEC has proposed for equity crowd-
funding have been vigorously opposed
by the innovation community and their
advocates because they a place higher level
of scrutiny on equity crowdfunding. For
example, non-internet friends and fam-
ily can self-certify that they meet the SEC
requirements for a “certified investor,” but
online investors must have a third party
(CPA or equivalent) verify their status.

A non-online capital raiser can provide

potential investors with internally prepared

financial statements - online pitches must

The Innovation Process

Discovery/
|dentified

Market Neag / DEmonsiration / Development

use audited statements. A non-internet
company investment does not have to
publish a list of its investors, but an online
capital raise must list all investors by
name on its website. Even the amount an
individual can invest online is limited by a
formula based on frequency of investment

Commercialization/
Market Entry

INDUSTRIAL BOXES

HERITAGE Box COMPANY

Manuﬁcﬁuwr qf'%adm boxes
for industry Since 1972

Custom made wooden boxes built to your specs

724-728-0200

www.heritageboxcompany.com
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Economic
Development
Impact Growth

Early Stage
Growth

and investors’ income. Whereas, ab-
sent equity crowdfunding, investors are
free to determine their own maximum
investment.

Unfortunately, in their zeal to protect
investors from themselves, the SEC has
shielded small innovators from an alter-
native method of raising small amounts
of capital. If the current SEC proposed
rules are promulgated, they will add cost
and a heavy regulatory burden to what
had been hailed in 2012 as a capital ac-
cess solution. Currently, innovators use
SEC Regulation D to raise private capital
rather than go public. Meeting all the le-
gal and regulatory requirements for Reg
D can cost a small company $20,000 or
more. Reg A — another part of the SEC
code available for small, private capital
raise — requires filing not only with the
SEC but with every state’s securities regu-
lator where an investor resides.

Until, and unless, the SEC writes
regulations implementing Title III of the
JOBS Act that balance the need to protect
investors with the need for innovators to
raise capital, Title III will remain an un-
fulfilled promise. This is why innovative
entrepreneurs are impatiently waiting for
better access to patient capital. m
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WHAT'S HAPPENING NOW

GOVERNMENT RELATIONS

The Invisible SMC

Government Advocacy to Improve the Business Climate

by EILEEN ANDERSON
Director, Government Relations

One of your most important membership benefits is representation to government. It’s an
invisible benefit because advocacy efforts do not directly correlate to your bottom line. For
business people accustomed to profit and loss statements and balance sheets it is not easy
to measure the value of SMC'’s legislative successes which often take years to accomplish.
Government advocacy is not tangible like SMC benefits such as leads from networking
events, the popular complimentary HR Check-Up, or enrollment in an insurance program.

You and your small business are a very critical part of the U.S. and Pennsylvania economy.
That’s why you need representation to government in Harrisburg and Washington, D.C.
Elected officials require education about important small businesses issues and you and your
employees require opportunities to connect with elected officials to explain those issues. SMC
is the conduit through which small businesses and elected officials work together to improve
the business climate. Small businesses ARE important! (See sidebar on this page.)

In a recent district office meeting, a member of the PA House of Representatives said,
“All T hear about in the Capitol is big business. I don’t hear enough from small businesses.”

SMC’s goal is to fill that void. We have taken action on our top state priorities, pension
reform and ensuring fair treatment of those pass-through businesses who file at the Personal
Income Tax (PIT) rate. The issues were prioritized by the SMC Board of Directors from an
agenda assembled after a series of meetings held by the Government Relations committee.
Here are the action steps used to work on those issues:

o Lobbied elected officials through visits to the district offices of PA Senators and
Representatives.

« Lobbied elected officials through meetings and phone calls in Harrisburg.

o Educated members on pension reform through a panel presentation on April 6th
with three key players on the issue from the PA House of Representatives.

o Educated members on pension reform and the proposed 20 percent increase in the PIT
rate in Governor Wolf’s 2015-16 Budget through articles in the SMC Government News
and Working PArts magazine.

o Created opportunities for members to speak directly with elected officials. On Monday;,
May 4, 25 SMC members, guests and staff traveled to Harrisburg for a day of grassroots
lobbying on the Hill. SMC’s five teams had meetings with lawmakers and staft of 24 of-
fices to discuss the need for pension reform and the impact of a PIT increase on small
businesses. The teams also made “drop-in” visits to an additional 40 offices. The tools
used to educate lawmakers were the 2015 State Position Papers (smc.org/content/politi-
cally-speaking) and an “Analysis of the Wages and Benefits for Private Sector and Public
Sector Employees”

* PA ranks 6th out of 50 states
in the highest number of small
businesses.

® There are more than 999,950
small businesses in PA,
including those with no
employees.

® There are more than 225,382
small businesses with 1-499
employees in PA.

e Of those businesses, 87% or
196,989, have LESS than
20 employees.

® In 2012 small businesses
created 72,264 jobs in PA. The
biggest gains were in firms with
1-4 employees who created
54% or 39,131 of those jobs.

e PA ranks 5th out of 50
states in small business
employment.

¢ In 2012 small businesses
employed 2,445,023 million
employees who make up nearly
50% of PA's private-sector
labor force.

* Small businesses
represent 98.2% of all
employers in PA

Source: 2015 profiles published by the U.S. Small
Business Administration Office of Advocacy

SMC.
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by KATHY SERENKO

C&L EOL SUPPLY INC.

C&L Tool Supply is one of those busi-
nesses that was built from the ground up,
literally. With an inventory of discon-
tinued Ingersoll Rand tools and a Moon
Township two-car garage, co-founders
Jerry Lingenfelter and Mark Cooper
opened their doors for business in 1989.
It didn’t take long for the company to out-
grow that 2-car garage. Within the year,
C&L Tool Supply operated a storefront, as
well as a flourishing wholesale business
that continues to sell products from all
longstanding tool manufacturers to clients
customers across every industry many
industries.

In the natural course of business, as
national “big box” retailers like Home
Depot, Lowe’s and Walmart moved into
the tool supply space, independents like
C&L Tool Supply began to feel the pinch.
With less fewer dollars to market their
products and services, these smaller
Pittsburgh-area based companies have
faced what seems to be an uphill battle.
Mark Cooper, who has maintained sole
ownership of the Coraopolis-based
company since 2002, is very frank about
the challenges that threaten the future of
industrial suppliers like C&L Tool Supply.

SMC.

Mr. Cooper’s concern epitomizes the
vision and purpose of Buy Pittsburgh First,
as well as the overarching mission of SMC
Business Councils.

Buy Pittsburgh
First encourages
regional companies
to examine their
buying habits, and
whenever possible,
to support local
supply and service
companies.

Fact: For every
$100 spent with a
company head-
quartered in
Pennsylvania, $68
of that money is
recycled back into
the region. That’s 1.5
times more than the
cash flow generated when Pennsylvania
companies take their business outside
out-of- the state.

What the Big Retailers Can’t Do

Like so many other Pittsburgh-based
businesses, C&L Tool Supply’s success lies
not in its extensive business footprint, but
in its commitment to service, relationships

and expertise. One of the company’s key
differentiators is its ability to deliver prod-
ucts and expertise knowledge well beyond
that of much larger competitors.

For example, the company has pre-
served tool schematics that create a
unique resource. By identifying original
or comparable replacement parts, C&L
Tool Supply can often save businesses the
cost of purchasing new equipment. “Our
guys are troubleshooters,” says Mr. Cooper.
“They can understand the customer’s need,
and find a way to fill it” Sometimes, he
explains, that solution requires research
and the knowledge gained only by years of
experience.

In a culture of disposable everything,
C&L Tool Supply maintains another unique
competitive edge. The company’s in-house
repair department helps customers keep
expenses under control and tools — primar-
ily pneumatic tools — in operation. Free
estimates, along with skilled reconditioning
and repair, keeps customers coming back for
more. C&L Tool serves a number of com-
panies in the construc-
tion, manufacturing,
automotive and oil and
gas industries who have
equipment repaired to
reduce expenses.

To reach its ex-
panding market share,
the company created a
comprehensive online
search engine, as well
as a print catalogue
now distributed to
thousands of regional,
national and interna-
tional customers.

C&L Tool Supply
also assigns a dedi-
cated salesperson to businesses to help
serve each account, which helps to meet
customers’ evolving needs. Mr. Cooper
notes the importance of that consistency
and relationships, “People like to know

who they’re dealing with, and they want to

know it’s someone who understands their

. business needs.” W]



PITTSBURGH

1st FULL-SCALE 1st PULL-TAB

ATOMIC-POWERED PLANT e R

The world's first full-scale atomic-powered plant for production of
electricity was opened at Shippingport, Pennsylvania, for the
Duquesne Light Company.

1st HOSPITAL

The first federal hospital built in
America, and, for 64 years was
the only medical institution west
of the Alleghenies.

YOU CAN HELP PITTSBURGH

Buy Pittsburgh First exists to bring awareness to local industrial companies in western PA. We are a grass roots movement that
encourages companies to examine their buying habits and support local supply and service companies. Local companies make
the difference in how our economy works & grows. Become involved with Buy Pittsburgh First and help us make purchasing
agents more aware of the regional resources that exist as viable options to out-of-state and international competitors.

When you buy locally we all win!

www.buypittsburghfirst.com
412-342-1626

PITTSB“RGH stacey@BuyPittsburghFirst.com

uSMEIEisEems’ There’s Power in a Purchase. Use it wisely”
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FIVE GENERATIONS

by KATHY SERENKO
I
The best Services. In addition to full-service uni-
.IRON CITY of both worlds. form rental, Iron City provides comple-
g’ ek That's how Phil : mentary services - rental, embroidery,

._{'] - R Sonnenklar, . inventory, cleaning and delivery of mats

CEQ, Iron City and kitchen apparel, along with the

“Frexm Coraeration b Ceneeation - W Delioer. ™

Workplace inventory and delivery of restroom and

Services, describes business as a fifth
generation company. “We live by the
same family values that have guided our
business for nearly 90 years,” he notes,
“but we've never become stagnant.”

Part of the company’s success has been its
willingness to invest in technology and adapt
to changing market needs. “We began as a
uniform rental service;” says Mr. Sonnenklar,
“but now we're now so much more”

A major contributor to the company’s
forward-looking vision has been Zach
Sonnenklar, Phil’s son and the fifth gen-
eration of family leadership. His five-year
presence has created an ideal transition
that carries on the Sonnenklars’ dedication
to family values, while injecting new ideas
that are keeping the company vibrant and
progressive.

The company’s rebranding campaign
tells a story of transformation. Four years
ago, the Sonnenklars led their marketing
team in a campaign that moved the com-
pany from Iron City Uniforms to the much
more appropriate Iron City Workplace

SMC.

industrial cleaning supplies, and power

washing equipment.

Outside-the-Box Actions

Iron City Workplace’s document
management service has expanded its
client base into the professional services
sector. Mobile offsite shredding ensures
affordable and secure document
destruction, and a public dropoff has

© created opportunities for community

involvement. Iron City’s document
management program also includes high
speed document scanning, which allows
companies to free up space by turning
unmanageable paper files into organized
and searchable electronic documents.

Iron City Workplace Services has no
plans to slow its forward-looking busi-
ness vision. Already in the works are a
number of initiatives that will continue
to meet the diverse needs of a growing
client base. One more thing will never
change, according to both Phil and Zach
Sonnenklar, and that is family values. m

Phil Sonnenklar and his son, Zach, are the
third and fourth generations of leadership,
respectively, at Iron City Workplace Services.

Iron City Workplace Services began as Iron
City Uniforms, a uniform rental company.

A worker checks inventory at Iron City
Workplace Services’ facilities in Pittsburgh’s
East End.
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Advocacy Calendar

Annual Legislative Reception
Thursday, September 24, 2015
The Rivers Club, Downtown Pittsburgh

This long standing tradition provides you
with an excellent opportunity to meet elected
officials in south western PA and build
relationships in a social setting. Watch for
more details

Hearing with the National Ombudsman,
Small Business Office of Advocacy
Thursday, October 8, 2015

SMC Offices, Cranberry Township, PA

Brian Castro, the U.S. Small Business
Administration’s National Ombudsman and
Assistant Administrator for Regulatory
Enforcement Fairness, returns to SMC after
a very successful roundtable in May of

last year. This session is the next step in
formally identifying regulatory issues that
affect employers so Mr. Castro and his staff
in Washington can seek solutions for small
employers. Watch for more details.

Upcoming Events

Business Health Breakfast Series: Creating
a Successful Employee Wellness Program
July 14, 2015

Business Opportunities in Chile - IMPACT
PROJECT Briefing
July 15, 2015

SMC Night at the Ballpark with
the Harrisburg Senators
July 23, 2015

SMC Summer Party in the Lot
Aug 6, 2015

2015 SMC Business Councils Golf Quting
Series Seven Oaks Country Club
August 25, 2015

SMC Annual Legislative Reception
September 24, 2015

SMC Open House
October 7, 2015

2015 SMC Central Region Holiday Party
November 19, 2015

SMC Welcomes these NEW MEMBERS

(as of June 12, 2015)

Advos Information Technologies, Inc
www.advos-it.com

Bulldog Office Products
www.bulldogop.com

Dick Wolfe's Garage
www.dickwolfesgarage.com

Economy Tooling Corp of PA

Employee Screening Services/eCoachPro
www.essusa.com

Frank’s Snacks Distribution

Harry Edelman Associates
www.edelmanharry.com

Illustrata
www.illustratabrands.com

Model Uniforms
www.modeluniforms.com

Netech
www.netechcorp.com

Northeast Financial Group
www.wwwpcnsinc.com

Quality & Reliability Solutions, LLC
www.qualityreliabilitysolutions.com

Welch, Gold, Siegel & Fiffik PC
www.wgsf-law.com

HEAR WHEN
10U NEED TO KN

T4ATN

STREAMING @ KQV.COM

SMC.




PARTING SHOT

THOUGHT LEADERS

The Obstacles of

by JACK ROSEMAN
Director, Roseman Institute

Companies
(like people)
go through
various passages.
Members of SMC
are not usually in
the start-up phase
where funding,
determining a
niche, partners/
associates,

are of particular
importance. Those were yesterdays’ hurdles.
But, make no mistake. Each passage has a
consequence that could mean life or death
for the company.

But now, thankfully, the entity is growing
and there are other obstacles that must
be met.

First of all is recognizing the difference
between leadership and management. We
manage things; people do not enjoy being
managed. What organizations need are
leaders. Leadership is the ability to have
others reach a goal that they would not
otherwise reach. Leadership is to bring
out potential in people; potential that they,
themselves, don’t realize they have.

Secondly, there must be strategic plans
to sustain growth. The importance of
sustaining growth is vital. As Jack Welsh,
ex-CEO of GE said, “An organization has
to grow; otherwise it will die” Mr. Welsh’s
objective was to have each division of GE
be #1 or at least #2 in the geographic areas
in which they operated.

SMC.

differentiation, etc.

And thirdly, it is important that you
hone your mission statements. For
example: define the mission of the fire
department. Frequently, the answer is to
put out fires. WRONG! It is to minimize
loss of people and property due to fire.
The latter really explains where the fire
department should designate its resources;
primarily in fire prevention, as well as in
training firefighters to distinguish fires, and
in purchasing the latest fire engines.

Now that the initial start-up company
has begun to grow, you have these other
critical transitions. The Growth Venture
requires more inventory, equipment, people,
money, etc. All these transitions tax the
service department, the market and sales
department, accounting, etc.

As business increases, more is required
from Service, Accounting and the other
departments. The people in Service and
Accounting know the workload has in-
creased a great deal. That is good for the
company, but not for them; at least for a
while. They work harder and harder and
more hours, but receive no increase in
compensation.

And as business grows, the company
needs more inventory, more equipment,
more space and more people. All this
requires capital. So here we go again, need-
ing a business plan to use for fundraising.
And, of course, we know how time
consuming that can be.

And, with the increase in business, we

need financial, marketing and strategic plans.

While we are doing all this, we need
to hire more people, another very time

consuming event. Without the right fund-
ing and the right people, the company will
definitely go belly-up.

In addition to all of the above, the
CEO needs an inner compass to distin-
guish between brushfires and real fires.
The CEO has no time to waste putting out
brush fires. Let them BURN!

Successful leaders must think
conceptually and strategically.

Conceptually, leaders must look at the
company from 20,000 feet above. Don’t get
lost on minutiae, and realize what kind of
fire you are putting out.

Strategically, leaders are looking at what
is in the best interest of the company in the
long run? Which roads should the leaders
go down and which should they ignore?

There is much more to be said about
these concepts and many more issues to
be addressed. Let’s leave that for a future

column. m
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ADVANCING THE MANUFACTURING AND SMALL BUSINESS COMMUNITIES

We Care about Your Work Family
as Much as You Do

Protection for your employees: SMC Insurance Agency works with you on your
> Health/Dental / Vision goals and within your budget to identify and

> Life / Accident / Disability .

> Workers Compensation implement the best employee benefits program
> HR/Legal / Tax Expertise for you and your employees.

...and more!

Let our licensed insurance experts guide you
through the maze of employee benefits and
insurance regulation. Call today to schedule a visit.

Ask About
E gg WESTERN PA OFFICE CENTRAL PA OFFICE
Savings Made Simple SM c 600 Cranberry Woods Drive 1017 Mumma Road
SMC NestEgg Retirement Savings Program INSURANCE AGENCY Suite 190 Suite 204
provides manufacturers and small businesses Cranberry Township, PA 16066 Wormleysburg, PA 17043
with an easy-to-set up and administer retirement Where PA 800-553-3260 877-762-4748

savings plan for themselves and their employees. Businesses
Go to Grow

SMC.ORG
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