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In our last newsletter, we discussed employee compensation and benefit plans as
key components of an acquisition strategy. We discussed a number of variables that
must be considered when integrating compensation and benefit plans into merged

companies.  We reviewed how
salary and wages affect the
merging of companies. In
addition to analyzing the level of
salary and wages, management
should also note the number of
employees of the merged group.
Severance pay arising from
reduction-in-workforce programs
initiated after the integration may
be a hidden cost that should also
be reviewed.  Alternatively,
necessary staff additions may
lower profit expectations.

A review of the acquired
company’s executive incentive
and employee profit sharing or
bonus programs (including

recent payout history) will indicate whether  they are consistent with the buyer’s
philosophy in terms of participation, award size, performance measures and formula for
payment period. To the extent that they are not in accord with the buyer’s
philosophy or objectives, the buyer needs to balance the potential for morale and
turnover problems if a change is made against the need to conform to the buyer’s
philosophy.  Additionally, any potential negative impact on productivity or
financial results must be considered.

It is usually more difficult to integrate long-term incentive awards into a buyer’s
program. If, for example, the seller’s company stock is involved, how will the reward
opportunities be continued if the acquired company stock ceases to exist after the
acquisition?  If immediate vesting and payouts are triggered by so-called “golden
parachutes”, this may materially impact acquisition costs and add to the
complexities of structuring replacement programs.  The transaction might also
trigger adverse personal income tax treatment for U.S. or overseas executives,
possibly requiring “tax offset” relief.  In addition, the acquisition is likely to take
place during one or more of the performance measure periods.  The procedure for
measuring performance and providing for pro rata payments needs to be resolved.
Finally, it should be recognized that the long-term plan will become the key retention
tool for executives, if properly structured.

Executive contracts should be reviewed, particularly if they take the form of
“golden parachutes,” which provide compensation under certain conditions resulting
from a change in control.  If the contract makes it easy for an executive to claim
a diminished position and if the size of the payments under the contract are

Entrepreneur’s Most
Common Mistakes

The most common mistakes made by
entrepreneurs as they build their
businesses – and how to avoid them...

Handling the wrong tasks. Individuals
who started a business doing everything
themselves often keep doing low-level
tasks that long since should have been
passed off to someone else.

Example: Recording checks and invoices
that should be handled by a bookkeeper.

Better: Identify the few tasks that are
vital to the business and that you do
best.  Focus on those and delegate the
rest.  Strengthen strengths and delegate
weaknesses.

Overfocusing on one part of the
business. Entrepreneurs often
concentrate too much on one part of a
business until problems arise in other
areas – and then overfocus on that.

Example: The entrepreneur/boss
decrees, “Sell, sell, sell!” until
deliveries fall behind, then orders
“Deliver, deliver, deliver!” They
underpromise and overdeliver.

Playing the “Lone Ranger”. A person
who has created and owns a business
may feel a need to be the final expert on
every aspect of it.  But this stifles
talented employees and blinds the
entrepreneur to good advice.

Better: Develop and recruit skilled
employees worthy of trust and delegate.
Seek all the good advise you can from
outside experts.

Misunderstanding cause of problems.
An entrepreneur who personally
mishandles employees or a part of the
business is likely to think that the
resulting problems are caused by general
business conditions or somebody else’s
mistakes, rather than his/her own errors.

It’s important that he have a trusted
adviser or coach who can speak candidly
about the imperfections in his own
performance.

(Sandy Vilas, President, Coach U Inc.,
Corporate Coaching Trainers.)
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Write down four or five significant turning points you’ll encounter during the five-
to 10-year transition period.  Celebrate each one as you get to it.

Examples: Two years into the succession process, when the outgoing leader takes a
four-week vacation and leaves the successor completely in charge, it is cause for
celebration.  At the end of five years, the outgoing leader may take on a 25-hour-
a-week position as president of the local orchestra, signaling that another turning
point has been reached.

Plan the desired retirement. As early as possible, discuss the kind of retirement the
older leader expects the company to provide—and start planning for it.

The outgoing leader may see himself retiring to the South with an oceanfront
condo and a boat.  The company may be able – and willing – to provide these luxuries,
if they are planned far enough in advance.

Effective: Review the wish list of the retiring leader with his personal accountant
and the business’s accountant to make sure that, when all is said and done, the
younger generation doesn’t end up in a financial hole.

Agree to transfer real authority – not just responsibility. During the transitional
years, make sure the incoming leader has increasing authority in the business and is
not being second-guessed – or overridden – by the senior leader.

Caution: Power once given should not be taken back.  Doing so can seriously
undermine the succeeding generation’s commitment to the business.

Rely on the board of directors. If you don’t have a board of outside directors – CEOs
of other businesses – form one.  The board brings an objective eye and voice to the
succession process and helps to keep things moving along.  Since they know your
family’s business from working with the older generation, they are an invaluable
resource for the  younger one.

Close the gaps. Get a clear sense of what the current leader does every day –
including some weekends – so you can restructure jobs, if necessary, to ensure
business or customer needs do not fall through the cracks during the transition.

(Excerpts taken from Bottom Line/Business)
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m e r g e r s  &  a c q u i s i t i o n s

EMPLOYEE COMPENSATION & BENEFITS
Part III

“Service - service is the lifeblood of any organization.
Everything pours from it and is nourished by it.
Customer service is not a department...it’s an attitude”.

q u o t e  o f  t h e  m o n t h

continued from Page 3
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Trucking: Another
High-Profile LTL
Closure; Good for
CNF and USFC
On May 20, 1999, NationsWay
Transport (NW) closed its doors
in yet another high-profile closure in the less-than-truckload
(LTL) sector (ANR Advance Transportation suffered a similar
demise).  NW generated $364 million in revenue in 1997,
making it the eighth-largest regional LTL company in the country.
NW was based in Denver, Colorado and primarily served
regional territories west of Denver.

Good news for regional LTL carriers.   NW’s bankruptcy will
benefit Con-Way Western, USF Bestway, USF Reddaway
Freightways and Viking Freight, as these carriers should absorb
almost all of NW’s higher-quality business.  American
Freightways could also see a modest upside in freight levels, but
the carrier has very little overlap with NW.  However, AFWY could
benefit through potential acquisition of some of NW’s Midwest
terminals and employees, which could facilitate its expansion.

Almost as significant is that NW was commonly viewed as a
heavy rate discounter, which could help the overall rate
environment in the West given that an aggressive pricer is leaving
the market.

Although the potential impact on the industry is almost
impossible to quantify, Morgan Stanley believes it should be
positive.  First of all, they think it is pretty safe to assume that
the quality of NW’s book of business deteriorated considerably over
the past several years along with the company’s financial health.
Therefore, they estimate that as little as a third, or $120
million of the company’s freight might be at attractive enough
margins for any of the premium regional LTL carriers to consider.
It is conceivable that Con-Way, USFreightways, and Viking
could each gain $20-$30 million in revenue.  Assuming normal
margins for Con-Way and USFreightways, this would boost annual
earnings by $0.04 and $0.06, respectively.

NW’s financial health has deteriorated over the past several
years, demonstrating the challenge in running a profitable LTL
operation with a unionized workforce.  Since deregulation in
1980, approximately 160 Teamster-represented carriers have gone
out of business, a phenomenon that Morgan Stanley believes is
the direct result of the rise (and market share gains) of faster,
more service-sensitive non-union competitors.

BURLINGTON BUYS JOLLIFF TRANSPORTATION

Burlington Motor Carriers continued their acquisition strategy
with the purchase of regional truckload carrier Jolliff
Transportation based in East Peoria, Illinois.

Jolliff generates annual revenues of about $14.0 million,
operating one-hundred (100) tractors and two-hundred and fifty
(250) trailers.

The purchase will provide additional hauling capacity for
Burlington’s regional fleet.

Ahern and Associates assisted in a management consulting
capacity and acted as acquisition advisor to Burlington Motor
Carriers, Inc.

TRANSIT GROUP AGREES TO ACQUIRE BESTWAY

Transit Group of Atlanta has agreed to acquire Bestway
Trucking in Jeffersonville, Indiana.

The purchase, if completed will be the fifteenth acquisition
since Transit Group launched truckload consolidation strategy in
July of 1997.  

Bestway generated revenue of approximately $41.0 million in
1998.  

Transit Group president Philip A. Belyew said “Bestway’s strong
management team and a solid diverse customer base will offer
opportunities to expand along existing lanes and with

current customers”.

CABANO PARENT TO BUY EXPLOSIVES HAULERS

TransForce Inc., a Canadian based holding company formerly
known as Cabano Kingways, announced plans to buy two
explosive haulers as part of its acquisition strategy.

Alain Bedard, president of TransForce, said Transport Nordique
and a subsidiary, Manutex, will continue to operate as
independent divisions under the direction of Conrad Guerra, who is
president and general manager of both firms.  The deal is
expected to be completed in June.

TransForce stock is listed on the Montreal exchange under the
symbol TFI.

KNIGHT FAMILY HELPS BANKROLL NEW LOGISTICS COMPANY

The owners of Knight Transportation are backing a new
logistics company, headed by three former Schneider logistics
executives.

KNGT Logistics, based in Grand Rapids, Michigan, will provide
non-asset-based transportation services to help firms who
supply change management needs. 

According to Kevin Knight, Chief Executive Officer of Knight
Transportation, the recent turnover in personnel at other major
logistics companies makes this the best time to enter the
logistics business.  “This is a perfect time for a new company to
quickly make a mark in the industry”. 

A. W. Ahern, CEO and Founder of Ahern &
Associates, with daughter, Megan.
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Everyday Survival Kit

Toothpick to remind you to pick out the good qualities in others...
Rubber band to remind you to be flexible, things might not always go

the way you want, but it will work out...
Band aid to remind you to heal hurt feelings, yours or someone else’s...
Pencil to remind you to list your blessings everyday...
Eraser to remind you that everyone makes mistakes, and it’s okay...
Chewing gum to remind you to stick with it and you can accomplish anything...
Mint to remind you that you are worth a mint to your heavenly father...
Candy Kiss to remind you that everyone needs a kiss or a hug everyday...
Tea Bag to remind you to relax daily and go over that list of God’s blessings...

To the world, you may just be somebody... but to somebody, you may just be the world.

(Provided by Art Hellum, Vice President/Comptroller, Warren Transport, Inc.)

e d i t o r i a l

What motivates employees to
stay...or leave
It is an employee’s market due to the booming
economy, and companies are in tough competition to
hire and retain skilled individuals.

Managerial and professional employees cite these
factors as being “extremely” or “very” influential
when deciding whether to stay with their current
employer or move to another...

Job responsibilities..............................................94%
Salary................................................................89%
Culture and values..............................................85% 
Benefits package ................................................83%
Advancement opportunities..................................78%
Success/stability of organization..........................77%
Long-term rewards ..............................................65%
Relationship with their co-workers........................64% 
Ease of commute ................................................56%
Diversity/affirmative action policy ......................26%
Child care considerations ......................................9%

(Survey of 2,000 managers and professionals by Workforce
magazine, 245 Fischer Ave., B-2, Costa Mesa, CA 92626)

t r a n s p o r t a t i o n  n e w s

As background, NW is owned by Jerry McMorris, who is also the
majority owner of the Colorado Rockies. McMorris also owns
Westway Express, a truckload carrier, and SLT Express, which
handles government contracts.  The two companies (which are
much smaller players in the industry), remain profitable.
Founded in 1959, NW operated more then 13,000 pieces of
revenue equipment and employed more than 6,000 people.

Assuming Morgan Stanley is correct in their assumption that
only $120.0 million dollars of NW freight was profitable, why
didn’t NW down size? Could it be the union wanted to prove a
point?  Whatever the reason, the unions actions certainly didn’t
help their cause.

Good drivers will find non-union jobs.
Good customers freight will be handled by quality carriers.
Cheap freight shippers will receive rate increases.
The union has lost more members and more dues.
Jerry McMorris will survive.
A job well done!

(Excerpts taken from Morgan Stanley/Dean Witter)


