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BUSINESS GROWTH
IS IT AS EASY AS IT SOUNDS?
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ne of the most difficult, stressful, and yet rewarding experiences in life is starting a business.

Keeping it going is tough; one out of three don’t make it through the first two years. Those that

survive and thrive at some point will face a new challenge - whether or not to grow. We asked a

handful of Wilmington business professionals who've either experienced growth or advised clients
on the subject for their take on various aspects of this important make-or-break issue.

How can a business plqn fo cess of that business. Growing or expanding just because takes off, no matter how much a business owner wants
” you have loans or money, it might not mean it’s the best to push that growth, the business is only going to be

grow, but not too fast? idea because if a business grows too fast it will find itself able to grow so much within its capital structure. The
in a cash crunch at some point eventually. successful business owners know and understand this.

MARK JOHNSON: Being on the banking side, I may The most successful businesses I have worked with Planning for growth, managing and controlling

have a different perspective as I have seen many busi- maintain a well-managed, controlled growth strategy growth, re-investing in growth are all components of a

nesses work through their business growth. Planning with realistic expectations and a measurable business successful growth strategy.

for growth boils down to a capital issue. Conceptually plan. These businesses take an early approach with their

speaking, the more capital a business has, the faster it accountants and bankers who assist with their capital RICHARD CROW: Rapid, or forced growth, can

can grow. However, it alone is not a measure for the suc- | strategy. Even if these businesses have a great idea which | sometimes be detrimental to a business. That is not to
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b Rapid, or forced growth,
can sometimes be defrimental
to a business 17

RICHARD CROW
Business Attorney,
Ward and Smith, P.A.

MARK JOHNSON
Market Executive,
Sound Bank

say that driving towards rapid growth is
necessarily a problem, but it should be
done within the confines of a well-pre-
pared plan. A good strategic and tactical
plan will help the business focus on
short-term and long-term goals, and
identify actions to be taken to achieve
those goals.

Plans have to be revisited on a regular
basis, and tactics may need to be revised
based on learnings, including failures.
However, you should have a plan and
should follow the plan. The plan should
keep the business focused and prevent, or
at least minimize, unproductive projects
or getting side-tracked.

How does a local
business keep a local
feel when growing?

CAT MARINICH: Stay true to ev-
erything that got you here! Continue

to form and foster relationships and

to offer the same personal service you
began with. This requires constant effort
because you are so much busier. Show
your sincere appreciation for your clients,
customers, and guests who are loyal and
refer you to others, while remaining

humble and grateful.

What's the best way
to get your team

on board with your
growth plans?

CROW: A business will find it difficult
to function as a democracy; however,
employee engagement and buy-in is a
key component of a successful business.
If you treat employees like owners, they

will act like owners. Every business

should want employees who are engaged
in the business, who feel connected and

valued, and who think of the business as
more than just a job.

Although some plans need to stay
within a select group of executives and
employees, at least for a time, a business
should consider providing regular
updates to employees regarding the
business’s plans, goals, achievements,
and failures. Constructive employee
feedback should be solicited, and honesty
should be encouraged. The process that
is put in place by a business to solicit
that feedback, to evaluate it, and to
implement it will drive employee buy-in
and engagement, which ultimately will
help in driving growth and achievement
of other goals.

MARINICH: Make them feel a part of
the excitement and shared responsibility
for the growth! Give them ownership in
the preparation for new growth, include
them in some of the planning. Your
mainstays that show this kind of dedi-
cation, loyalty, and buy-in may deserve
bonus incentives and increased pay.

BO BURCH: Encourage open, honest
conversations. Your team will embrace a
vision if they have a true voice in creating
it. This doesn’t mean you adopt all the
ideas discussed, but make sure everyone
is heard.

Invite key stakeholders, executives and
others throughout your organization into
the discussion. Have town hall meetings
and other forums to engage people
within your organization, customers,
potential customers, suppliers, partners
and others important to your company’s
success.

Embrace push back. Companies
benefit by allowing competing views to
surface before plans are finalized. Share

your perspective and be open to altering
plans based on the merits of others’ ideas.

What's the most
common mistake
businesses make
when trying to
expand?

BURCH: Failing to conduct rigorous
market research and having contingency
plans for when times get tough. Your
team should have a growth mindset as
well as the ability to switch paths when
market conditions change.

We look for those who
want to be a part of
something at the root

stages and desire to
work hard to see and
watch that plant grow.

- Cat Marinich
Owner,
Nothing Bundt Cakes

Business owners and executives are
understandably passionate about their
products. However, sometimes this
blinds them to the actual demand for
their offerings. They must conduct
independent assessments of the market

opportunity and avoid over-leveraging
the business in case assumptions aren’t
realized.

Some aggressive executives move
quickly to build new facilities and
expand capacity at the first signs of
opportunity without factoring in the
potential downside of being stuck with
added costs and personnel. Options like
using third-party vendors and contingent
workforces should be evaluated before
adding costs that will be difficult to shed.

Executives should be in the business
of limiting risks, not taking unnecessary
ones.

JOHNSON: T commonly see on the
startup side or early growth stages of

a business overzealous forecasting. I

see extremely optimistic forecasts with
unrealistic growth rates and inadequate
expectations on expenses. Hoping for
ten percent growth month after month is
great but it’s not realistic; instead, look at
some scenarios where sales decline or are
flac with expenses that reflect that growth
or decline. It often comes down to a
business owner’s optimism and passion
for the business overlooking the realities
that a market may bear. A business own-
er should perform their due diligence
and have a firm understanding of their
market (cyclical, seasonal, competition),
revenues, fixed costs and variable costs.

CROW: A common mistake is push-
ing towards rapid growth in revenue,
earnings, or customer or user base
without allocating sufficient resources to
maintain, update, and improve some of
the foundational aspects of the busi-
ness. Those may include such things

as equipment and servers, information
security safeguards, technology, software
applications, policies and procedures,
legal and regulatory compliance, intel-
lectual property protections, and sales
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and other business-related contracts and
documents.

Overlooking foundational elements
may eventually lead to increased liability
exposure, regulatory enforcement
actions, contract claims, delays in
production or project completion,
customer dissatisfaction, or a failure
to achieve or maintain growth targets.
For those business owners looking to
raise capital, or to eventually sell their
business, a failure to maintain regulatory
and legal compliance, poorly drafted
vendor or sales contracts, non-existent
or outdated policies and procedures,
and general inattention to these aspects
of a business may serve as a red flag
during due diligence investigations by
a potential investor or purchaser, may
result in a reduction in the purchase
price, or may cause a buyer to insist
on a hold-back, indemnification, or
some other security to account for the
additional risk.

It may not be practical for every
business to invest heavily in all of these
areas at the same time, but a well-drafted
strategic and tactical plan for the business
will help to ensure that resources are
appropriately allocated to achieve specific
goals. Those plans also should be
reviewed and updated on a regular basis
to account for changes in short-term and
long-term goals, steps for achieving those
goals, and learnings from past successes
or failures.

How should a
business approach
bringing on investors
or partners to help
fund the growth of a
business?

JOHNSON: Plan, plan, plan as best
and as early as you can. When business-
es come to a bank in a cash crunch, it’s
often difficult for a bank to assist at that
time. When the cash crunch is evident,
the business owner has often utilized

all forms of cash and leverage to fund
the business growth, extending credit
with any available collateral. It’s difficult
for a traditional bank to help them at
this point without the SBA or perhaps
USDA involvement. If a business can’t
go the traditional bank route, they can
start looking at angel investors, silent
partners, or depending on the size of the
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need other forms of capital. It is import-
ant for a business to have a very thor-
ough business plan that would attract an
outside investor. That path is a certainly a
little more difficult and time consuming,
so proper planning is important.

CROW: Raising capital from outside
investors can be a very beneficial meth-
od of funding the growth of a business,
particularly if third-party lenders, owner
contributions or loans, or net profits of
the business are not sufficient, desired,
or available. Outside investors also may
be able to provide the business with the
benefit of their knowledge, contacts,
ideas, and other resources that can be
invaluable to a growing business.
Before talking with potential
investors, I would suggest that the
business have a good idea of the type
of investors it is seeking, what role the
investors may have in the business,
and the structure of the investment.
The business also will want to prepare
a business plan or a pitch deck to help
potential investors understand the
business, its goals, its management team,
how the funds will be used, and the

structure of the investment opportunity.

in technology in
growing a business?

BURCH: Technology can offer magical
improvements for companies, but au-
tomation isn’t automatically the answer.
The human touch is often better, partic-
ularly in customer support and employee
recruitment.

Here’s an example of automation
running amok: An executive applied for
a position through a company’s website
at 7:30 p.m. on a Friday. She received
an automatic response that her resume
had been reviewed and the company was
considering other candidates.

While technology creates efficiencies
in numerous areas, the pendulum can
clearly swing too far. Many businesses
have recognized this, and face-to-face
interaction with customers, employees
and potential hires is making a
comeback.

We increasingly lead lives behind our
screens. Companies need to recognize
when technology can be leveraged to
improve experiences and when it builds
barriers. With employee recruitment,
it’s critical to get beyond automated
keyword searches of resumes and

assess whether a candidate’s
experiences and values
match your company’s
needs and culture.

kb Executives should be in the

business of limiting risks, not
taking unnecessary ones.??

BO BURCH
Chief Principal,
Human Capital Solutions, Inc.

Finally, in an effort to keep the costs
and fees associated with the investment
round to a minimum, most businesses
should strongly consider offering and
selling their stock or ownership interests
only to high earning or high net

worth investors who are referred to as
“accredited investors.”

What approach
should executives
take toward investing

JOHNSON: Certainly, every business
needs some level of technology invest-
ment, especially during times of growth.
I think a key decision when investing

is to lease or buy. Whether the need is
real estate, phone systems, computers,
equipment, etc., the difference in leasing
or buying can have an impact on your
financials and cash flow. I would defi-
nitely recommend any business owner
to consult with their accountant prior to
any significant technology investment.

CROW: The effective use of technology

by a business is key to operating efficient-
ly, meeting increasing customer demands
and expectations, and attaining and

...The lack of an expe-
rienced workforce in
certain areas, such as

technology and soft-
ware development, is
an issue for businesses
in this region

- Richard Crow
Business Attorney,
Ward and Smith, P.A.

maintaining growth. There are still many
small businesses that can get by using
pen and paper. However, for most of us,
a reasonable investment in technology is
integral to growth, and to survival.

Cost of technology is certainly
a consideration for executives.
Implementing effective technology
should not bankrupt a business.
Executives need to consult heavily
with their I'T team, CTO, software
developers, and other internal or outside
technology experts. In addition to
cost, the utility of a technology should
be evaluated. What purpose does the
technology serve for the business? Will
it cut costs, make production faster, or
improve security of information? Will
it improve user or customer experiences
or satisfaction? In addition, the business
should consider whether the technology
is flexible enough to be updated without
having to entirely replace it.

From a brick-and-
mortar perspective,
what do businesses
need to know about
seeking additional
locations or larger
spaces?

MARINICH: It’s extremely important to
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confirm any plans for traffic reconstruc-
tion that would affect your business and
any construction plans in general. Things
like road frontage, volume of traffic, easy
entry, parking, and exit, surrounding
demographics, all of these are extremely
important.

We absolutely love our location at
Progress Point and are now very worried
about the impacts the Eastwood Road
overpass is going to have on all of our
business neighbors. I am trying hard
to trust in the idea that this incredibly
expensive and lengthy overhaul is
going to be good and better for us, I
wholeheartedly hope it is! Its just the fear
of, for me at least, so much unknown
and is unsettling.

JOHNSON: Wilmington is not the
most inexpensive market in North
Carolina. Finding not just affordable

real estate but also the right location can
take time. The old saying “cash is king”
is especially true with a growing business.
So, if the business owner is purchasing

a site for a new location or an existing
building, understanding the costs of
acquisition and the associated costs with
any improvements and maintenance of
the property is important. When financ-
ing, the rule of thumb in banking is that
a bank will lend you 80% of the cost of
property. If the cost to expand into the
new location is $1,000,000 then the
equity requirement is $200,000. How
does this investment in a new build-

ing impact the ability to fund business
growth? A business owner may find that
leasing makes more sense as some devel-
opers will provide the improvements and
work the cost into the lease. Leasing can
be much less capital intensive. I would
advise any business owner to work with a
seasoned commercial real estate broker or
developer as they are a great resource for
information.

CROW: Every business should consid-
er whether it truly needs another brick
and mortar location to grow. Personally,
I enjoy face-to-face interactions with
clients and co-workers. I believe there
is no better way to develop a strong,
long-lasting relationship than to interact
in person. However, that is not always
the most efficient way of doing business
in today’s environment, particularly in a
region where available talent in certain
areas may be difficult to locate.
Technology makes it much easier to
allow employees to work remotely from
home or another location. It also opens
up an entire world of talent that you
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otherwise would have to compensate to
relocate to the Cape Fear region.

...businesses have fo
have a firm under-
standing of their fixed

costs or, more impor-
tantly, their variable
COosts.

- Mark Johnson
Market Executive,
Sound Bank

What should
executives think
about first when
expanding their
team?

MARINICH: Hiring a good team is so
critical. Because our business operates
solely on teamwork, we focus primarily
on personality, communication skills,
and ability and desire to PLAY well with
others. We look for those who want to be
a part of something at the root stages and
desire to work hard to see and watch that
plant grow.

CROW: Executives should have a thor-
ough understanding of the goals of the
business, and the actions necessary for
achieving those goals. That will help in
identifying gaps in a team’s experience,
skills, and capabilities. Those gaps will
need to be filled in order to efficient-

ly achieve the business’s goals. Also,
executives should focus on whether the
right people are in the right positions.

If someone is not suited for a particular
role, consider moving them to a role that
better fits their knowledge or capabilities.

BURCH: Executives must first have a
vision to where the organization is head-
ed along with a viable strategic plan and
resource plan.

First, understanding the current state
of the business is vital to identifying

the approaches needed to drive future
success. A full understanding of the
current state includes an analysis of
several key stakeholders or areas.

Second, strategic direction - Where
do we want to be? The heart of strategic
direction setting is this second step.

The information from the current
state assessment is combined with
the understanding of future trends to
develop the vision statement, mission
statement and goals.

Then a business sets objectives —
specific, quantifiable, realistic targets that
measure. The objectives establish the bar
for the rest of the planning effort. All the
strategies, action plans and investments
should be focused on achieving one
or more of the plan objectives. It is
critical the executive team selects the
correct objectives for measuring success.
Establishing objectives is perhaps the
toughest work in planning.

Finally, implementation/execution
— How do we plan to get where we
want to go? Once the objectives
are established, the next step
is to develop the road
map for achieving the
direction. The barriers
to achieving the goals

and objectives indicate those challenges
which the organization must overcome
to achieve. An important activity at this
stage is prioritization to determine the
items to focus on first. For each priority,
an action plan is developed which details
steps, responsibilities/ownership, costs
and timetables (a project plan). The
project plans can then be summarized to
identify resource requirements.

What unique
challenges do
companies face in
the Cape Fear region
when it comes to

expanding?

JOHNSON: We are still a highly
seasonal market. A lot of businesses here
need to prepare and understand how
and what is going to take effect in the
offseason. Will the seasonal decline in
population and visitors affect sales? Will
they have enough capital to pay staff? Is
the lease sustainable with decreased cash
flow?

BURCH: Aside from the threat of hurri-
canes, a significant challenge is the lack
of a high-tech workforce. This limits our
region from enjoying the kind of growth
taking place in places like Raleigh, Atlan-
ta, San Jose, Austin, Boulder and Boston.
Without a wealth of knowledge
workers like coders and programmers,
many high-tech companies won’t
consider starting, moving or expanding
here. Companies in the Wilmington

b Stay frue to everything that

got you here! 77

CAT MARINICH
Owner,
Nothing Bundt Cakes

region have to spend considerable time
and money to recruit and relocate
technology talent from other places.

Our region has natural advantages
with our climate, beaches and
affordability compared to many other
technology hubs. Expanding the local
pool of technology talent with education
and recruitment initiatives will put the
Wilmington area on the map as a desired
location for high-tech ventures.

CROW: The Cape Fear region has a
great deal to offer businesses, and is

an attractive location for starting and
growing a business. However, it does
have some issues that pose challenges to
expansion. I am not sure if it is unique
challenge, but the lack of an experi-
enced workforce in certain areas, such as
technology and software development,
is an issue for businesses in this region.
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Our local colleges and university do a
great job educating and training students
and workers, but skilled and experienced
workers in certain areas remain difficult
to recruit locally. Often, those workers
have to be recruited from outside of the
area at a tremendous additional invest-
ment.

How will the
Wilmington region’s
growth patterns
impact local
businesses looking to
expand?

MARINICH: As a small business owner,
I think all the growth Wilmington and
our surrounding neighbors are seeing is
a very positive and exciting thing! It is
critical that our city and county leader-
ship be extremely thorough and wise in
planning and executing the obvious large
task at hand, building the necessary in-
frastructure on an appropriate timeline.
It is my sincere hope that all of this can
be accomplished while maintaining our
small town feel and charm.

Technology can offer
magical improvements
for companies, but
automation isn’t

automatically the
answer.

- Bo Burch
Chief Principal, Human
Capital Solutions, Inc.

BURCH: As our population continues to
see significant expansion, the heathcare
sector is a growing opportunity. Other
notable growth areas are professional ser-
vices, auto and home-related industries
as well as personal care services.
Individuals and companies moving to
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our region are drawn by the increasingly
high quality of our healthcare providers,
educational institutions and community
groups in addition to the great quality
of life offered in our beautiful beach
community.

JOHNSON: As the population con-
tinues to increase in our market so goes
the commercial development because
people are going to want and need more
services in the community; plumbers,
electricians, barber shops, restaurants,
technology demands, shopping options
to name just a few. As this will bring

in more competition, it also allows for
existing businesses to take advantage

of the market demands to grow their
business. At Sound Bank, we are seeing
loan requests from a wide variety of
companies for different purposes due to
market growth. It’s exciting to see people
expanding or opening new businesses.

It speaks volumes about what a great
market we have here.

What organizations
and resources would
you recommend

to local businesses
seeking to grow?

JOHNSON: There are a plethora, it
depends on where you are in the business
cycle. SCORE is something you can

use if forming your business or in the
early stages. There’s the Small Business
and Technology Development Center
for counseling and education, UNCW’s
Center for Innovation and Entrepreneur-
ship for mentoring and networking with
people who've successfully grown a busi-
ness, the Cameron School of Business

is another great option. Honestly, it’s a
blessing in this community to see the
number of excellent resources out there.

MARINICH: The Small Business and
Technology Development Center was
invaluable to us from the “Business Plan”
stage to opening, they are an incredible
resource for our city. Just as important

to us have been and are the Chamber

of Commerce, The Wilmington Business
Journal/WILMA partnership, Downtown
Wilmington Rotary Club, the City Club,
purchasing and trading for advertising in
various local print and radio mediums,
and the involvement and support of our

local nonprofits. @

HAVE SOMETHING
INSIGHTFUL TO SAY?

EDUCATE POTENTIAL CLIENTS, AND
COMMUNICATE YOUR COMPANY’S
MESSAGE IN PRINT AND ONLINE.

UPCOMING INSIGHTFUL DISCUSSIONS TOPICS:

JUNE 21, 2019
RESIDENTIAL REAL ESTATE

JULY 5, 2019
WELLNESS

JULY 19, 2019
PRE-PLANNING

For more info on contributing to an Insightful
Discussion, contact Melissa Pressley, VP of Sales, at
(910) 343-8600 x203 or mpressley@wilmingtonbiz.com
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